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COUNTY ADMINISTRATOR
220 NORTH MAIN STREET, P.O. BOX 8645
ANN ARBOR, MICHIGAN 48107-8645

April 23, 2010

To the Citizens of Washtenaw County:
I am pleased to present the Washtenaw County Citizen’s Annual Financial Report for the fiscal year ended
December 31, 2009. This type of financial report is called a Popular Annual Financial Report (PAFR). This
is Washtenaw County’s fourth publication of a PAFR.
Each year the County of Washtenaw publishes a document called the Comprehensive Annual Financial Report (CAFR). The CAFR is comprised of 156 pages of detailed financial statements, note disclosures, supplemental schedules, and statistical tables. The CAFR contains financial statements for the County, which are
prepared in accordance with Generally Accepted Accounting Principles (GAAP) and the standards and guidelines set by the Governmental Accounting Standards Board. The CAFR also includes an independent auditor’s report which states that the information contained in the financial statements has been audited by the
firm, and with reasonable assurance, the financial information is complete, presented accurately, and in the
correct format. To meet GAAP requirements, much of the information in the report is technical and complex,
resulting in a document that is not very user friendly for the average person.
The information presented here has been taken from the Washtenaw County Comprehensive Annual Financial Report for the fiscal year ended December 31, 2009. This Popular Annual Financial Report has been prepared to provide a less technical discussion of County finances. The PAFR is presented in terms of governmental activities which includes all the County’s basic services: legislative, judicial, general government,
public safety, public works, health, social services, culture and recreation, and interest on debt. Property
taxes, intergovernmental revenue for operating grants and contributions, and charges for services finance
most of these activities. In addition, it also includes a brief discussion of County programs and initiatives.
Hopefully, this document will help Washtenaw’s residents gain a better understanding of County government.
It is not intended to replace the CAFR, which is available from the Finance Department and also on the
County Website (http://www.ewashtenaw.org/government/departments/finance/cafr/2009/cafr-2009.pdf).
Bob Guenzel, County Administrator
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Board of Commissioners and District Map
of Washtenaw County, Michigan
MISSION:
To represent the citizens of
Washtenaw County and to
be responsible for all
County services.

Back Row: Conan Smith (10), Jessica Ping (3),
Ken Schwartz (2), Ronnie Peterson (6)
Middle Row: Leah Gunn (9), Jeff Irwin (11),
Barbara Levin Bergman (8), Wesley Prater (4)
Front Row: Mark Ouimet (1), Rolland Sizemore,
Jr. (5) Kristin Judge (7)

Washtenaw County, incorporated
in 1827, is located in the southeast
region of Michigan's Lower Peninsula, approximately 40 miles west
of Detroit. The County encompasses 28 cities, villages and townships, settings range from urban to
rural and small town to suburban.
It is the sixth largest county in the
State of Michigan, with an estimated 2009 population of 348,407.
Sixty-two percent of the County’s
population resides in four main
areas. Its major cities are Ann Arbor and Ypsilanti, with estimated populations of 114,024 and 22,237, respectively. The
County’s two largest townships are Ypsilanti and Pittsfield, with estimated populations of 49,182 and 30,167, respectively.
It covers an area of approximately 710 square miles. The County seat is located in the City of Ann Arbor. Washtenaw
County is empowered to levy a property tax, the primary source of funding, on both real and personal property located
within its boundaries. The County’s legislative body, and its administrative body for many functions, is the County Board
4
of Commissioners.
The Board consists of eleven commissioners elected by direct vote from single-member districts every

two years.
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Local Economy
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Washtenaw County’s
vibrant economy is
centered on eight
business sectors. Major industries located
within the government’s boundaries or
in close proximity include alternative energies, automotive research and development,
engineering
and production, homeland security and defense, imaging and
vision, information technologies, life sciences, and printing
and online information. In addition, many high quality educational institutions, most notably the University of Michigan and Eastern Michigan University, and healthcare facilities are located within our borders. The County also is a significant economic presence thanks to the vast array of services provided by 1,345 employees. The innovative-based
economy in the County is thriving.
Because of its location in a region with a varied economic
base, unemployment has been consistently below the state
average, currently at 13.6 percent, and is in line with the national average, currently at 9.3 percent. During the last decade, the unemployment rate has increased from a decade low
of 2.3 percent (2000). Although Washtenaw County has one
of the healthiest economies in the state, manufacturing layoffs and job losses in trade, transportation, and utilities, as
well as pharmaceutical research and development affected
the local unemployment rate. Since 2000, the unemployment
rate steadily rose to a decade high and current rate of 8.8 percent (2009).

Unemployment Rate

Unemployment is expected to
remain at or slightly above the
national average, but below the
state average. As the State of
Michigan’s economic crisis adjusts to the challenges of a rapidly globalizing world, community and business leaders have
come together like never before to respond. Economic development officials implemented an aggressive strategy
for business growth and expansion within the region offering
numerous programs and resources to match businesses with financing opportunities,
incentives, location and site selection, networking and educational forums, and a talented workforce.
Not only are new businesses
being recruited to the region,
but existing businesses are being offered information and
services to continue operating
through the economic crisis. As
existing businesses face the uncertainties and risks in the current recession, there is assistance available to face the challenges at hand. A number of
Washtenaw County organizations (Ann Arbor SPARK,
Michigan Economic Development Corporation, and Washtenaw County Employment Training and Community Services) have teamed up to provide programs that can help
businesses develop, diversify, find efficiencies, locate financing, attract talent and pursue tax incentives. One of the most
important things to be done to help the community is by
helping employers thrive during tough economic times.
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This data5is derived from the County’s 2009 Comprehensive Annual Financial Report.
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Population Growth

Property Values

Washtenaw County has maintained strong population
growth over the past two decades. This growth is expected to
continue in the foreseeable future. Our 2000 Census population was 322,895. The estimated 2035 population is
380,170. The median age for the County is younger compared to the State of Michigan. In 2000, Washtenaw County
had a median age of 32.9, while Michigan had a 35.5 median
age. In 2010, the County is estimated to have a median age
of 31.2, while Michigan is estimated to have a median age of
37.8. The low median age assures that the future will hold a
broad pool from which employers can select skilled candidates for work in various business sectors.

Washtenaw County’s total equalized value of taxable property has increased by more than 60% over the last ten years.
The equalized value of taxable property has realized an average 8.5% increase in growth per year for the period of 2000
through 2007. The County’s total equalized value of taxable
property for 2009 was approximately $17.5 billion, a decrease
over the prior year of $1.2 billion, or roughly 6.6%. Even
though other statistics indicate a strong local economy, the
economic base of the County has decreased for the second
consecutive year, and current information from the Washtenaw County Equalization Division indicates that the 2010
total equalized value of taxable property will continue to decline an additional 7.22%.
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Total Assessed Property Value
(in thousands of dollars)

$20,000,000
$16,000,000
$12,000,000
$8,000,000
$4,000,000
Over 48% of our residents 25 years and older have completed four or more years of college. The median household
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income of our residents is over 27% higher than that of the
2001
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State of Michigan and over 20% higher than the United
States as a whole. While population only increased 13.7, personal income figures for our citizens have risen significantly
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over the last decade, over 26% since 1999. Per capita per- This data is derived from the County’s 2009 Comprehensive Annual Financial Report.
sonal income increased over 21% during this same period.
This indicates a healthy local economy and a higher standard
of living for our residents.
Residential properties make up over 64% of the County’s
total assessed property values and therefore, fluctuate over
time in correlation to the increases associated with growth as
well as the decreases associated with declines. Although over
the last decade residential property values increased over
$40,000
41% since 2001 due to a strong economy and new home
$35,000
construction, the last two years have resulted in a decrease of
$30,000
over 14% due to the economic downturn and housing mar$25,000
ket declines. The equalized value of residential taxable property will decline 5.69% in 2010.
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Washtenaw County’s 2009 and 2008 Revenue Sources
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Total governmental revenues
have increased 44.4 percent
over the past nine years.
From a decade low of $135.3
million in 2001, total revenues increased an average of
4.8 percent per year. Revenues reached an all time
high of $195.5 million
(2008) and decreased slightly
(0.1 percent) during 2009.

2009 Revenue by Source - Governmental Activities
$195,345,063

Property taxes
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0.6%

0.2%

1.5%

Operating grants and contributions
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42.3%

Grants and contributions not restricted to specific programs

Charges for service

39.2%

Capital grants and contributions

Unrestricted investment earnings

Property tax revenue not
only increased in amount
($44.8 million) between
2001 and 2006, but also as
a percentage of total revenue (a five year average of

Transfers - internal activities

This data is derived from the County’s 2009 Comprehensive Annual Financial Report.

41.8 percent), to approximately 49.2 percent of the revenue collected during 2006. During 2007, property taxes decreased
by approximately $8.7 million (9.2 percent) from 2006. This decrease was attributed to being the first year, of the past four
years, that no shift in property tax collections occurred. During the prior three years (2004-2006), property tax collections
shifted from a December to a July levy, an additional one-third of the levy was collected each year until the transition was
complete. The accelerated revenue recognition, pursuant to Public Act 357 of 2004, has and will continue to provide funding, until 2013, that serves as a substitute for state revenue sharing payments. During 2008, property taxes decreased 2.6
percent over 2007. This decline is relative to 2007 being the final year wherein the effects of the three year shift from a December 1 levy to a July 1 levy for the general operating millage were felt. During 2009, property taxes decreased $1.7 million
(2.0 percent) over the prior year due to taxable values declining.
Operating grants and contributions increased in amount (a nine year increase of 81.3 percent), but have consistently been
approximately 32.1 percent (average) of total revenues between 2001 and 2007. During 2008 and 2009, operating grants
and contributions increased both in amount ($8.1 million and 4.7 million, respectively) and percent of total revenues (35.3
percent and 38.3 percent, respectively) as awards and additional resources have supplemented programs in health, public
safety and social services activities.
During the same nine-year period, charges for services increased in amount and decreased in the percent of total revenues.
2008 Revenue by Source - Governmental Activities
$195,459,069
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In 2001, charges for services
were $27.7 million and 20.4
percent of total revenues. In
2009, charges for services
were $30.8 million and 15.4
percent of total revenues.
To explain the increase in
amount, user fees and
charges may fluctuate based
on usage of a service and as
fee increases and/or new
fees are implemented, but
are not intended to recover
the full costs of providing
services. The reason for the
decline as a percentage of
total revenues is the rela- 7
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Washtenaw
County 2009 and 2008 Revenues and Expenses

2009 & 2008 Expenses and Program Revenues - Governmental Activities
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This data is derived from the County’s 2009 Comprehensive Annual Financial Report.

tive increase in expenses related to services that are not
supported by fees and charges (e.g. public safety); thus, as
taxes have increased to support these services, so has the
proportion of total revenue generated by taxes.
The remaining revenue categories (capital grants and contributions, investment earnings, transfers and unrestricted
grants and contributions) currently make up approximately
just over one percent (a nine year average of 4.5 percent) of
total revenues at the end of 2009. Capital grants and contributions are primarily used for public safety activities for domestic preparedness and homeland security programs. Investment income has declined to its lowest levels in a decade
due the economic realities of the current recession and the
stock market declines. Transfers are the net of other financing sources/uses (transfers in have exceeded transfers out for
the past nine years) for governmental activities. Unrestricted grants and contributions are other revenues that are
not restricted to specific programs and may be used for any
purpose.
Total governmental activities expenses have increased 48
percent over the past nine years. After an nine year low of
$128.1 million in 2001, total expenses increased an average
of 5.4 percent per year through 2008, and reached an all
time high of $192.1 million. During 2009, total expenses
decreased 1.2 percent over the prior year to $189.8 million.

over the prior year. Between 2001 and 2008, expenses increased in amount, but had consistently remained within
two percent of their category of total expenses ( a nine-year
average of 27.4 percent and 13.6 percent, respectively).
Health and social services expenses have increased in
amount each year since 2001, but have consistently remained within two percent of their category of expenses (a
nine-year average of 22.5 percent and 16.9 percent, respectively).
General government expenses have averaged 12.8 percent of
total expenditures over the past nine years. Between 2001
and 2008 expenses fluctuated within two percent of their
category of total expenses. During 2009, expenses decreased
31.5 percent over the prior year and were 8.5 percent of total governmental activities expenses due to the streamlining
of operations through organizational structure changes and
reorganizations.
The growth in culture and recreation expenses over the past
nine years reflects an increase in park recreational activities
and programs, as well as major land acquisitions under the
Natural Areas Preservation program and development of
the 35-mile Border-to-Border Trail, a non-motorized multiuse trail connecting to Livingston County in the north and
Wayne County in the southeast. Even though expenses have
increased each year, the category has averaged 4.6 of total
governmental expenses.

Governmental activities expenses for public safety, health,
social services and judicial functions have made-up over 80.0 During the past eight years, the government’s interest ex8 of total expenses for the past six years. Public safety penses have fluctuated in amount because of the repercent
and judicial expenses decreased slightly (less than a percent) quired and scheduled payment amounts due on long8
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Expenses (continued)

term debt each year. During 2009, the expense increased revenue sharing as originally
7.6 percent over the prior year and the percent of total ex- promised when the reserve
penses (1.9 percent) peaked to the highest level since 2001. funds were established. However, the County must proceed
The remaining expenditure categories (legislative and public in developing options if this
works activities) currently make up approximately $1.7 mil- does not occur.
lion or .8 percent (nine year average of 1.1 percent) of total
revenues. The consistency from year to year in these catego- For expenditures, the assumpries is a result of consistent operational expenses and mini- tions take into consideration conservative wage adjustments
but with growing fringe rates based on trends. Other opermal changes to the program areas.
ating costs are projected to be relatively neutral as it is assumed the organization will continue to operate with a constant pressure to contain costs as much as possible. Next to
Long-Term Financial Planning
personnel costs, the largest portion of the general fund
budget comes through its appropriations to programs outThe Board of Commissioners
side the general fund. The projections are built on a revised
has committed to ensure the
policy to no longer automatically provide appropriations
long-term fiscal stability of the
increases for personnel cost growth except where required
County. The County comby statute. This is a significant policy adjustment given
pletes long-term projections of
these economic times. It has helped to reduce the projected
at least two budget cycles (four
deficit within the general fund, and yet this shift in apyears), and updates them freproach may be difficult to realize if
quently to ensure that the full
these non-general fund programs
impact of decisions are underare faced with drastic service reducstood. The County has worked
tions, especially if the general fund
diligently over the years making long-term fiscal stability a
does not provide additional suptop priority, which has resulted in higher bond ratings, reaport. This scenario which may be
sonable levels of debt, reserves in line with policy and anupon us in the next couple of years
nual surpluses. However, not since the Great Depression
only highlights the necessity for
more than 70 years ago have we experienced such profound
clear priorities and direction for
economic loss.
the organization.
On the revenue side, the major assumption is that property
tax will continue to decline. A reduction of 5.0 percent in
2012 and 2.0 percent in 2013 have been estimated as a gradual recovery from the steeper declines for 2010 (7.2 percent)
and 2011 (8.5 percent projected). Other revenues including
fees and fines are estimated to remain relatively flat. The
County continues to operate with a great uncertainty as the
State of Michigan struggles to find solutions to balance a
billion dollar deficit. An
impact on the County is certain. The question becomes the timing and severity. The most pressing concern comes in 2013 when
the County’s Revenue Sharing Reserve fund is depleted.
Long-term
projections
9
assume the State of Michigan will reinstate the County

The test for 2010 and 2011 budget and 2012 and 2013 projections will take place during the next two fiscal years themselves. The budgets are intended to first “stop the bleeding”
from the economic downturn so that we can move forward
in a strategic way to develop a long-term path to fiscal wellness. However, property tax revenues for each fiscal year are
not known now until four months into the fiscal year. The
budget is based on a set of assumptions using known information
during the time of development.
It will be critical to closely monitor
these assumptions as new information from the emerging economy
continues to become available.
The challenge will continue into
the future as the County is projecting sizable deficits in 2012 and
2013.
9
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Long-Term
Financial Planning (cont.)

The County has already begun planning for the 2012
and 2013 budgets.
The
strategies for long-term fiscal
stability revolve around revenue growth and reform
through strategic leveraging
and economic stabilization;
minimizing the growth of personnel costs through innovative solutions, employee cost-sharing and partnerships with
labor units; organizational restructurings for efficiency and
determination of core services; community collaborations to
bring forth consolidations with reduced costs of doing business; and evaluating cost allocation of indirect services and
maintaining an investment in infrastructure and reserves.
The desire is for 2010 to be a strategic planning year to determine that desired long-term path to fiscal stability and to
re-define Washtenaw County government.

Relevant Financial Policies
As a means to save state
funding, legislation (Public
Act 357 of 2004) was
passed that shifted the timing of property tax payments to create a revenue
stream that, for the next
four years or so, will offset
the reduction in state revenue sharing. The measure
gradually moved up property tax collections from the winter
to the summer over three years. Counties annually transfer
from this pool the exact amount of funding that would have
been available through state revenue sharing. Each year the
State publishes the allowable spending amount that can be
transferred from the reserve fund. The allowable spending
amount is calculated using the growth in the U.S. Consumer Price Index from the State’s 2007 and 2008 fiscal
years. The inflation rate used for fiscal year 2009 was 4.4%
and will be -0.3% for 2010.
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Many changes occurred
when the State passed the
law to shift the County’s tax
levy from December to July.
One consequence was on
the cash flow of the general
fund, as the property tax
revenue used to be received
early in the year to sustain
expenditures throughout the
entire fiscal year. Now, costs
begin to be incurred as of
January 1st, however the
property tax revenue (over 70% of the general fund) is not
collected until the second half of the year. This potentially
creates a negative cash balance in the general fund. The law
allows for the use of the revenue sharing reserve fund cash
to be moved into the general fund if such an issue arises. It
is necessary for this to be the County’s practice for 2009 and
beyond until the revenue sharing reserve fund is depleted.
Interest levels have and will continue to decline from previous levels as the level of cash declines through the used of
the revenue sharing reserve fund. It is a significant longterm issue with a need to identify a permanent solution to
the general fund cash flow shortage, as it is projected that
the revenue sharing reserve fund will not be available after
2013.

Major Initiatives
The County has been in a mode of reducing the cost of doing business for many years. The magnitude of the economic downturn resulted in a focus of budget reductions
for the biennial (2010 and 2011) budget. Attempts were
made to be as strategic as possible rather than implementing
across the board reductions. A balance was desired between
the short-term and long-term needs of the community and
the organization. It was desired
that the County hold true to its
role as the “safety net” for vulnerable citizens, while at the same
time strategically invest in the
community for long-term fiscal
stability. This is a challenge with
limited and declining resources,
and with the demand for services
growing.
Information sharing with the Board of Commissioners resulted in several focus areas used to manage the budget reductions. The priorities included preserve services and
jobs, equity in process, review serviceability of mandate,
evaluate non-mandated programs, and invest in the

10
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Major Initiatives (cont.)

AWARDS AND ACKNOWLEDGEMENTS

community. In an attempt to
carry out these priorities several
budget reduction principles were
laid out for the organization and
used during budget discussions:
revenue growth and reform – pursue opportunities to maximize
revenues to return to long-term
fiscal stability; reduce the cost of
doing business – demonstrate that
we are operating programs as efficiently as possible; community collaboration – work with private, non-profit and public organizations to maintain services to our residents; organization structure by core business – determine the best
organizational structure, including level of management to
carry out our business; and employee compensation and
benefits – work with our union partners to identify ways to
reduce the County costs for personnel.

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in
Financial Reporting to Washtenaw
County, Michigan for its comprehensive annual financial report (CAFR) for
the fiscal year ended December 31,
2008. This was the 19th consecutive
year that the County has achieved this prestigious award. In
order to be awarded a Certificate of Achievement, the
County must publish an easily readable and efficiently organized CAFR that satisfied both generally accepted accounting principles and applicable legal requirements.

This year has been one of the most
challenging. There are so many
competing desires, and each decision has a real impact on both the
citizens we serve and the employees
who work for this organization. We
must hold true to our values, focus
on community need, establish clear
priorities and work as a community
to weather this storm. In crisis
comes opportunities that may never
have existed otherwise. These opportunities need to be maximized.
New service models, revenue generation and cost-sharing ideas must be
explored. We need to focus on making the best use of the
dollars we have remaining. There is a real risk in diluting
our services to the point of no longer being successful in
meeting the needs of the community. This evaluation will
be critical as we continue to explore alternative approaches
for the future. Our relationships and collaborations have
never been so important. This is where Washtenaw County
can excel – maximizing existing partnerships that have been
fostered over the past decade in a common desire to help
our community.

A Certificate of Achievement is valid for a period of one
year only. We believe that our current CAFR continues to
meet the Certificate of Achievement Program’s requirements, and we are submitting it to the GFOA to determine
its eligibility for another certificate.
In addition to the Certificate of Achievement, the County
also received the GFOA’s Distinguished Budget Presentation Award for its budget for the biennium period beginning January 1, 2008. In order to qualify for the Distinguished Budget Presentation Award, the County's budget
document was judged as a policy document, a financial
plan, an operations guide, and a communication device.
Finally, Washtenaw County is the proud recipient of the
GFOA award for its Popular Annual Financial Report
(PAFR). The fiscal year 2008 PAFR was the County’s third
citation. Washtenaw County is one of four counties in the
State of Michigan that holds all three of the GFOA awards
simultaneously.
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