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Management’s Discussion and Analysis

Management of the County of Muskegon offers readers of these financial statements a narrative overview of the financial condition and activities for
the year ended September 30, 2002.  Please read this narrative in conjunction with the review of our financial statements, financial statement notes
and the transmittal letter.

Financial Statement Presentation

The financial statements presented herein include all the activities of the County of Muskegon and its component units using the format as prescribed
by Governmental Accounting Standards Board (GASB) Statement No. 34.

The County of Muskegon’s financial statements are comprised of three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements.  This report also contains other required supplementary information in addition to the financial
statements themselves.

THE COUNTY AS A WHOLE

Government-wide financial statements.  The “government-wide financial statements” are designed to provide readers with a broad overview of the
County of Muskegon’s finances, in a manner similar to a private-sector business. These statements are presented on the full accrual basis of
accounting which when viewed from the economic resources measurement focus can be used to determine whether the County has improving or
deteriorating finances.

The “statement of net assets” presents information on all of the County of Muskegon’s assets and liabilities, with the difference between the two
being reported as “net assets”.  Over the years, increases or decreases in net assets may serve as one indicator of the change in the financial condition
of the County.

The “statement of activities” presents how the net assets changed during the period just ended.  All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of the related cash flows.  Thus, revenue and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal periods. Example of timing differences are uncollected taxes and earned
but unused vacation leave.  

Both of the government-wide financial statements distinguish functions of the County of Muskegon that are primarily supported by tax and
intergovernmental pass through revenues (governmental activities) from other functions that were created and intended to recover most or all of their
costs through user fees and charges for services (business-type activities). The governmental activities include legislative, judicial, general county
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government, public safety, health, welfare, culture, recreation, and debt service.  The business type activities include solid waste management,
wastewater and an international airport.

The government-wide financial statements include not only the County of Muskegon (the primary government) but also a legally separate Road
Commission.  The board of this organization is appointed by the County and there is a potential for liability to the County.  The financial information
of this component unit is reported separately from the financial information of the primary government itself.

Reporting on the County’s major funds

Fund financial statements.  A fund is a grouping of related accounts that is used to maintain control and reporting of resources that are segregated
for a specific purpose or activity with defined objectives.  The County of Muskegon is required by State law to use fund accounting to ensure and
demonstrate compliance with finance-related legal requirements.  All of the funds of the County of Muskegon are divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

Governmental funds.  Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements.  However, unlike the government-wide financial statements, governmental fund financial statements focus on
near-term inflows and outflows of spendable resources, as well as on the balances of spendable resources available at the end of the fiscal year.  Such
information is useful in evaluating the County’s short term financing needs.

Because the focus of governmental funds is narrower than that of the government-wide statements, it is useful to compare the information presented
for governmental funds with similar information presented for governmental activities in the government-wide statements.  By doing so, informed
readers may better be able to understand the long-term impact of the County’s near-term financing decisions.  Both the governmental fund balance
sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate the
comparison between governmental funds and governmental activities.

The County of Muskegon maintains over one hundred fifty individual funds.  Information is presented separately in the governmental fund balance
sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balances for the General fund, Community Mental
Health, Managed Care, Brookhaven, and Water and Sewer Debt. All of these funds are considered major funds.  Data from the other funds are
combined into a single, aggregated presentation.  Individual fund data for each of these non major governmental funds is provided in the form of
combining statements elsewhere in the report.

The County of Muskegon adopts an annual appropriated budget for its general, special revenue, and debt service funds.  Budgetary comparisons
(original and final) have been provided for the major funds to demonstrate compliance with the budgets as required supplementary information.  A
comparison of budget to actual expenditures is provided for all non major governmental funds in the combining financial statements - governmental
activities by fund type.
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Proprietary funds.  The County of Muskegon maintains two types of proprietary funds.  Enterprise funds are used to report the same functions
presented as “business-type activities” in the government-wide financial statements.  The County uses enterprise funds to account for fairgrounds,
delinquent taxes, solid waste, fly ash disposal, airport, transportation, water and sewer operations.  Internal service funds are used to accumulate and
allocate costs internally among the County’s various functions.  The County uses internal service funds to account for central printing, building
maintenance, building and equipment purchases, insurance and risk management.  Because these services predominantly benefit governmental rather
than business-type activities, they have been included within the governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail.  The proprietary fund financial
statements provide separate information for the Solid Waste, Airport and Wastewater Management, all of which are considered major funds of the
County. Conversely, both internal service funds and other enterprise funds are combined into single column presentations in the proprietary fund
financial statements.  Individual fund data for the non major proprietary funds is provided in the form of combining statements elsewhere in this report.

Fiduciary funds.  Fiduciary funds are used to account for resources held for the benefit of parties outside the County.  Fiduciary funds are not reflected
in the government-wide financial statement because the resources of those funds are not available to support the County’s own operations.  The
accounting used for fiduciary funds is like that used for proprietary funds (full accrual).

Notes to the basic financial statements.  The notes provide additional information that is important to a full understanding of the data provided in the
government-wide and fund financial statements.

Other information.  In addition to the basic financial statements and accompanying notes, this report also provides certain required supplementary
information concerning the County’s budgetary information as it relates to the actual expended and certain pension information with the corresponding
trend data.

The combining statements referred to earlier in connection with non major governmental funds and internal service funds are presented immediately
following the required supplementary information.

Government-wide Financial Analysis

As noted previously, net assets may serve as a useful indicator of the County’s overall financial health.  The County of Muskegon’s assets exceed
liabilities by $162,488,719 at the close of Fiscal year 2002.

The largest portion of net assets in the County (71%) are its fixed assets (land, buildings, machinery and equipment), less related debt outstanding used
to acquire these assets.  The County uses these fixed assets to provide services to Muskegon County residents and therefore,  are not available for
disposal to fund future projects or operations.  Although the County’s investment in fixed assets is reported net of capital debt, it is noted that resources
needed to retire this debt must come from future sources of revenue, as the assets themselves can’t be used to liquidate these obligations.
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County of Muskegon Net Assets

Major Categories
Governmental

Activities
Business-type

 Activities Total     

        2002                2001                2002               2001               2002                2001       

Cash and Investments $30,089,348 $30,178,028 $47,951,222 $39,230,713 $78,040,570 $69,408,741

Receivables 26,495,561 22,730,854 10,859,414 10,162,832 37,354,975 32,893,686

Other Current Assets 113,628 4,041,872 1,544,878 1,099,220 1,658,506 5,141,092

Long Term Assets 1,000,000 2,423,019 - 191,509 1,000,000 2,614,528

Fixed Assets 64,938,564 59,751,887 111,871,254 103,604,310 176,809,818 163,356,197

Total Assets 122,637,101 119,125,660 172,226,768 154,288,584 294,863,869 273,414,244

Other Liabilities 31,788,633 33,952,850 13,537,774 29,241,319 45,326,407 63,194,169

Long Term Liabilities 40,399,354 36,043,434 46,649,389 21,847,856 87,048,743 57,891,290

Total Liabilities 72,187,987 69,996,284 60,187,163 51,089,175 132,375,150 121,085,459

Net Assets:

Investment in fixed assets

 net of related debt 41,673,564 38,029,693 74,190,129 84,256,454 115,863,693 122,286,147

Restricted 10,581,280 4,027,946 8,946,543 - 19,527,823 4,027,946

Unrestricted (1,805,730) 7,071,737 28,902,933 18,942,955 27,097,203 26,014,692

Total Net Assets $50,449,114 $49,129,376 $112,039,605 $103,199,409 $162,488,719 $152,328,785

A portion (12%) of the County’s net assets have certain restrictions placed on their use.  The remaining balance of unrestricted net assets
 ($27,097,203) can be used to meet the County’s ongoing obligations to its residents and creditors.
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A major portion (26%) of the Governmental total assets in the County are in liquid and short term receivables that give us a great ability to meet current obligations of short and long

term nature.  This ability translates into the freedom to meet changing conditions in the market place as well as changes in the economy of the surrounding area.  The strength of our

unrestricted net assets shows that we are aware of the ever changing face of government’s operations and are  prepared to respond to those needs.

Governmental Activities:

Governmental activities increased the  County’s net assets by $1,319,738.  This increase was due to increases in the tax revenue base with new construction and increases in

fee revenue.
 Other elements in the increase are as follows:

Muskegon County Changes in Net Assets

Governmental
Activities

2002

Governmental
Activities

2001

Business-type
Activities

2002

Business-type
Activities

2001
Total
2002

Total
2001

Revenues

 Program Revenues

  Operating Grants and Contributions $33,340,106 $30,573,020 $2,371,601 $1,990,751 $35,711,707 $32,563,771

  Charges for services/Sales 76,309,664 93,164,924 16,926,078 16,832,890 93,235,742 109,997,814

  Capital Grants and contributions 1,487,815 1,002,680 8,428,878 3,029,501 9,916,693 4,032,181

General Revenues

  Taxes 22,013,150 20,769,442 -  -  22,013,150 20,769,442

  Licenses and Permits 753,192 745,250 -  -  753,192 745,250

  Investment Earnings 1,567,050 2,740,339 1,504,676 2,197,433 3,071,726 4,937,772

  Rentals 966,596 791,072 -  -  966,596 791,072

 Contributions from private sources 180,182 134,065 -  -  180,182 134,065

 Gain(loss)on Sale of Assets (27,413) 1,190,655 -  -  (27,413) 1,190,655

 Other 5,513,231 4,613,345 1,013,927    -  6,527,158 4,613,345

Total Revenues $142,103,573 $155,724,792 $30,245,160 $24,050,575 $172,348,733 $179,775,367
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Muskegon County Changes in Net Assets (continued)

Governmental

Activities

2002

Governmental

Activities

2001

Business-type

Activities

2002

Business-type

Activities

2001

Total

2002

Total

2000

Expenses

  Legislative $323,109 $329,852 $    -  $    -  $323,109 $329,852

  Judicial 7,030,697 6,386,613 -  -  7,030,697 6,386,613

  General County Government 19,840,277 18,436,774 -  -  19,840,277 18,436,774

  Public Safety 10,804,338 10,706,617 -  -  10,804,338 10,706,617

  Health 89,691,075 105,304,348 -  -  89,691,075  105,304,348

  Welfare 7,745,042 7,196,888 -  -  7,745,042 7,196,888

  Culture 1,829,362 1,776,155 -  -  1,829,362 1,776,155

  Recreation 690,957 720,446 -  -  690,957 720,446

  Other 341,299 247,869 -  -  341,299 247,869

  Debt Service Interest 1,065,731 921,570 -  -  1,065,731 921,570

  Debt Service Other 61,382 91,794 -  -  61,382 91,794

  Solid Waste -  -  1,193,500 1,195,764 1,193,500 1,195,764

  Airport -  -  2,685,590 2,408,145 2,685,590 2,408,145

  Wastewater -  -  13,559,405 14,725,020 13,559,405 14,725,020

  Other proprietary funds -  -  5,327,035 4,153,749 5,327,035  4,153,749

Total Expenses 139,423,269 152,118,926 22,765,530 22,482,678 162,188,799 174,601,604

Increase (decrease) in net assets before transfers 2,680,304 3,605,866 7,479,630 1,567,897 10,159,934 5,173,763

Transfers   (1,360,566)    (965,376)    1,360,566       560,048                0  (405,328)

Increase (decrease) in net assets 1,319,738 2,640,490 8,840,196 2,127,945 10,159,934 4,768,435

Net Assets - October 1, 2001 49,129,376 46,488,886 103,199,409 101,071,464   152,328,785   147,560,350

Net Assets - September 30, 2002 $50,449,114   $49,129,376  $112,039,605   $103,199,409 $162,488,719   $152,328,785
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Expenses and Program Revenues - Governmental Activities

Revenues by Source - Governmental Activities
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• Property taxes increased by $1,244,000 (6 percent) during the year.  This continued increase reflects the continued growth of retail within the 
County.

• Charges for services decreased 18% resulting from doubling of intergovernmental transfers in the previous year

• Operating Grants and contributions increased by $2,767,000 (9 percent).  This increase reflects the continued dependancy of Federal and State
programs that target certain populations in the County for health, welfare and job retention.

Business-type activities. Business-type activities increased the County of Muskegon’s net assets by $8,840,196, accounting for 87% of the total
 growth in the government’s net assets.  Capital grants for expansion of the airport, transit system and wastewater system drove the increase by
contributing over $8,000,000 to the increase in assets. 

Financial analysis of the Government’s Funds

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

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

For the current fiscal year, the County of Muskegon’s governmental funds reported combined ending fund balances of $19,247,965, an increase of
$1,518,913 in comparison with the previous year.  Approximately 38% of the fund balance ($7,248,067) constitutes unreserved fund balance, which is
available for spending at the County’s discretion.  The remainder of the fund balance is reserved to indicate that it is not available for new spending
because it has already been committed 1) to liquidate contracts and purchase orders of the prior period ($5,085,662), 2) to pay debt service
($2,484,678), 3) to cover a potential bad debt from a prior capital project ($800,000), 4) to hold for future grant expenditures ($2,943,695), 5) for
perpetual care ($67,245), or for long term advances to other funds ($618,618).

The general fund is the chief operating fund of the County of Muskegon.  At the end of the current fiscal year, unreserved fund balance of the general
fund was $5,870,850 while total fund balance was $7,177,620.  As one measure of the general fund’s liquidity, it is useful to compare both the
unreserved fund balance and the total fund balance to total fund expenditures. Unreserved fund balance represents 16% of total general fund
expenditures, while total fund balance represents 20% of that same amount.  A comparison to prior year percentages show that both unreserved and
total fund balance unchanged.

Major revenue items contributed to the $2,000,000 increase in revenues.  Property taxes increased by $1,200,000, operating grants and charges for
services increase $700,000 each while interest earnings went down $600,000.  Expenses in general county government increase $1,760,000 to account
for the net increase in fund balance of $240,000.



23

Expenses and Program Revenues - Business-Type Activities
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Revenues by source - Business-Type activities

The debt service fund has a total fund balance of $2,484,678, all of which is reserved for debt service payments.  The increase in the debt service fund
balance is very small ($75,350) and reflects the governmental decision to only put amounts into the debt funds sufficient for debt payments currently
due and payable within one year.  There was one new debt issuance during the year and principal and interest payments for the current year increased
by $244,000.
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Proprietary funds. The County of Muskegon proprietary funds provide the same type of information found in the government-wide financial
statements, but in more detail. Unrestricted net assets of the County Wastewater system were $15,589,704, with the Airport and the Solid Waste site at
$0.  The total growth in net assets for these three funds was $291,634, $1,922,867 and $1,266,828 respectively.  Other factors concerning these funds
have already been addressed in the discussion of the County of Muskegon’s business-type activities.

General Fund budgetary expenditure highlights

The decrease between the original budget and the final amended budget were very small (less than 2%) and is briefly summarized as follows:

• Decreases in judicial cost was a reduction in visiting judges and equipment repair and maintenance
• Decrease in the other category with the transfer of salary increases to their appropriate functions
• Decrease in retirees’s benefit charges from 8.43% to 4.76%

Budgeted expenditures decreased by approximately $445,000.  The largest decrease was a reduction in retirees pension costs ($417,000).  Total actual
expenses came in under budget and allowed revenues to flow through as an increase in the fund balance.

Capital Asset Administration

Capital Assets.  The County of Muskegon’s investment in capital assets for its governmental and business-type activities as of September 30, 2002
amounts to $176 million (net of accumulated depreciation).  This investment in capital assets includes land, buildings, improvements, machinery,
equipment, lagoons, wastewater collection/distribution system, and capitalized interest and engineering.  The total increase in the County of
Muskegon’s capital assets for the current fiscal year was 8%.

Major capital asset additions during the current fiscal year included the following:

• Compressed Natural Gas Fueling Station ($502,000)

• Acquisition of an industrial park ($1,725,000)

• Continued runway expansion ($2,034,000)

• Completion of a new airport service building ($1,245,000)

• Renovation and completion of our hall of justice ($2,861,000)

• Heritage landing improvements ($955,000)
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County of Muskegon’s Capital Assets
(net of depreciation)

Governmental Activities Business-type Activities Total

2002 2001 2002 2001 2002 2001

Land $4,078,102 $2,676,238 $11,088,122 $11,509,557 $15,166,224 $14,185,795

Land Improvements 3,805,932 2,978,454 9,560,427 8,017,074 13,366,359 10,995,528

Lagoons - - 6,746,456 6,842,778 6,746,456 6,842,778

Buildings & Improvements 51,771,148  49,451,463 16,601,345 11,444,210 68,372,493 60,895,673

Machinery & Equipment 5,283,382 4,645,732 5,562,080 5,372,058 10,845,462 10,017,790

Wastewater collection and
distribution system - - 42,298,826 44,583,421 42,298,826 44,583,421

Capitalized interest &
engineering - - 4,251,969 4,520,585 4,251,969 4,520,585

Construction in progress - - 15,762,029 11,314,627 15,762,029 11,314,627

Total $64,938,564 $59,751,887 $111,871,254 $103,604,310 $176,809,818 $163,356,197

Additional information on the County of Muskegon’s capital assets can be found in note 6 of the “Notes to the Government Wide Financial
Statements” of this report.

Long-term debt. At the end of the current fiscal year, the County of Muskegon had total bonded debt outstanding of $78,585,000.  Of this
amount, $23,515,000 comprises debt backed by the full faith and credit of the County; $32,850,000 in revenue bonds backed by the County and
participating municipalities; $10,720,000 special assessment debt partially guaranteed by local municipalities; and finally, $11,500,000 in delinquent
tax notes backed by the property owners and secured by property tax liens.

The County’s credit ratings was upgraded in 1998, 2000 and 2001.  The current rating of A+ by Standard and Poors and a Moody’s rating of A2 for
general obligation debt is indicative of a stronger economy for the County and results in lower bond interest costs.
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County of Muskegon’s Outstanding Debt
General Obligation and Revenue Bonds

Governmental Activities Business-type Activities Total

2002 2001 2002 2001 2002 2001

General Obligation Bonds $23,515,000 $18,110,000 $3,620,000 $3,910,000 $27,135,000 $22,020,000

Special Assessment Debt with

Governmental Commitment 10,720,000 12,105,000 10,720,000 12,105,000

Revenue Bond 29,230,000 14,140,000 29,230,000 14,140,000

Delinquent Tax Notes 11,500,000 13,750,000 11,500,000 13,750,000

Total $34,235,000 $30,215,000 $44,350,000 $31,800,000 $78,585,000 $62,015,000

The County of Muskegon’s total debt increased by $16,570,000 during the current fiscal year. The increase is attributed to normal debt payoffs of
$15,930,000 and the sale of the current year notes and bonds in the amount of $32,500,000.  The County issues notes each year to fund property taxes
that are unpaid by the due date of March 1st.   The County also issued $6,500,000 in building authority bonds and $17,000,000 in revenue bonds.

The change in 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 relative debt position.  The 2001 ratio was .42% with the bonded debt per capita at $95.36.  In 2002, the ratio is .36% with a bonded debt
per capita of $91.19. The reduction in both these indicators show a trend that has been occurring since 1996 showing that the County is growing
satisfactorily without an increase in corresponding debt load.

Additional information on the County of Muskegon’s long-term debt can be found in Note 7 of the notes to the financial statements.
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Economic factors and General Outlook

For the period from October, 1999 through September, 2002, Muskegon County unemployment rates as compared to national rates
 were as follows:

Employment Data

2002
 County

2002
USA

2001
 County

2001
USA

2000
 County

2000
USA

 1999
 County

1999
 USA 

October 6.5 5.4 4.5 3.9 4.7   4.1   3.9  4.5
November 7.9 5.6 4.3 4.0 4.4 4.1  4.1  4.4
December 7.9 5.8 4.0 4.0 3.8 4.1 3.9 4.3
January 9.3 5.6 5.7 4.2 4.6 4.0 5.1  4.3
February 8.3 5.5 6.3 4.2 3.8 4.1 5.1  4.4
March 8.5 5.7 6.5 4.3 3.9 4.1 4.9  4.2
April 7.8 6.0 5.7 4.5 3.6 3.9  4.6  4.3
May  8.6 5.8 6.6 4.4 4.0 4.1  4.4  4.2
June     10.1  5.9 6.9 4.5 5.0 4.0  5.4  4.3
July   10.5  5.9 7.1 4.5 5.3 4.0 4.4  4.3
August   8.9 5.7 6.0 4.9 4.5 4.1  3.9  4.2
September 8.3 5.6 6.1 4.9 4.7 3.9 4.1  4.2

Average 8.5 5.7 5.8 4.4 4.4 4.0 4.5  4.3

Muskegon County's unemployment rate has increased compared to 1999.  This is attributed to weakening of the industrial base in the West Michigan
area.  Muskegon County’s growth and improving image as a good place to live, work, and do business, will continue to stabilize the unemployment
rate.

General

The economic climate in Muskegon and West Michigan remains stable. Unemployment and welfare caseloads continue at a low rate.
Several projects and achievements have contributed to the growth and quality of living in Muskegon County.  Some of the more significant are:
                                                      
• Purchased and installed an indexing, imaging and cash receipting system for the Register of Deeds and County Clerk’s offices.  These systems

allow for certified documents to be generated and fees charged for the production.  It also has internet capabilities for future uses.
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• Approved the upgrading of the Central Dispatch E-911 system for equipment and emergency response on disaster of a natural or man made
occurrence.

• Started a 21 million dollar expansion of the airport runway system to handle larger commercial jets.

• Installed a Family Court imaging system for document storage and retrieval on a state wide basis.

• Approved and started an analysis of telecommunication needs County wide in conjunction with the “Link Michigan” initiative.

• Merged the Muskegon and Ottawa community mental health programs to provide a regional approach to mental health care.

• Accepted a donation of over 200 acres of land for the development of an industrial park complex.

• Approved the development and installation of high speed fiber to most County buildings.  This will provide telecommunications, voice, data
and streaming video without lag time or disruption for the foreseeable future.

• Entered into mutual aid agreements with the State of Michigan to provide emergency response personnel and equipment throughout the State
for any emergencies or disasters that cross county boundaries.

• Remodeled the third and fifth floors in the Hall of Justice building
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Requests for Information

This financial report is designed to provide a general overview of the County of Muskegon’s finances for all those with an interest in the government’s
finances.  Questions concerning any of the information provided in this report or requests for additional financial information should be addressed to
the County of Muskegon, Office of the Administrator, 990 Terrace St., Muskegon Mi. 49442, telephone (231) 724-6520, or e-mail at
borushkoja@co.muskegon.mi.us.
















































































































































































































































































































































	Title Page
	Table of Contents
	Transmittal Letter
	Certificate of Achievement
	Organizational Chart
	List of Elected Officials
	Independent Auditors' Report
	Management's Discussion and Analysis
	Basic Financial Statement
	Fund Financial Statements
	Notes to Basic Financial Statements
	Required Supplementary Information
	Non-major Governmental Funds
	  Combining Balance Sheet
	  Combining Revenue, Expenditures and Changes in Fund Balance
	  Schedules of Budget and Actual
	Non-Major Proprietary Funds
	Internal Service Funds
	Agency Funds
	Statistical Section
	   General Fund Expenditures
	   General Fund Revenues
	   Property Tax Levies
	   Property Tax Rates
	   Assessed and Equalized Value
	   Property Value and Construction
	   Ratio of Net General Bonded Debt
	   Statement of Direct and Overlapping Debt
	   Statement of Legel Debt Margin
	   Ratio of Annual Debt Service Expenditures for General Bonded Debt
	   Special Assessment Collections
	   Revenue Bond Coverage
	   Salaries of Principal Officials
	   Labor Agreements
	   Schedule of Insurance in Force
	   Authorized Positions by Department
	   Miscellaneous Statistical Data



