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March 24, 2008

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, 2007. This type of financial report is called a Popular Annual Financial Report (PAFR). This is
Washtenaw County’s second 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 154 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, 2007. This Popular Annual Financial Report has been prepared to provide a less technical discussion of County finances. 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.

Bob Guenzel, County Administrator
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Map of
Washtenaw County,
Michigan

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 2007 population of 349,021. Sixty-four percent of the County’s
population resides in four main areas. Its major cities are Ann Arbor and Ypsilanti,
with estimated populations of 113,709 and 20,846, respectively. The County’s two
largest townships are Ypsilanti and Pittsfield, with estimated populations of
53,181 and 34,827, 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.
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Local Economy

Unemployment

Washtenaw County’s vibrant economy is centered on seven 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 more than 1,200 employees. The innovativebased economy in the County is thriving.

Above average employment growth rates in the region are
projected among health care, professional, construction and
repair, management, sales, and service occupations. Jobs in
the County are expected to increase by 39,190 or 14.8 percent by 2012.

One year after Pfizer Inc. announced the shutdown of its
massive Ann Arbor research campus, lost jobs have been
offset with new ones to be added over the next 18 to 24
months, some of the ex-Pfizer workers chose to stay in the
area and are taking the entrepreneurial route, forming startup companies or joining small firms. Even businesses near
the giant campus have learned to survive the closure, hotels
fill fewer rooms, but have been able to charge higher rates
to offset the decline, local gift shops experience slower
noon and end of the workday foot traffic, but sales have
not dropped thanks in part to the addition of new merchandise.
Business growth continues to increase with new investments: Google
for an office building to house over
1,000 employees, Hyundai for a research center, NSF International doubling laboratory space to support fastrising demand for its testing and certification services and Toyota for a
technology campus. It is estimated
that the labor force in the local region
will continue increasing 3 percent annually for each of the
next several years due to continued population growth and
new entrants, high school and college graduates, into the
work force.
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Unemployment Rate
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This data is derived from the County’s 2007 Comprehensive Annual Financial Report.

Because of its location in a region with a varied economic
base, unemployment has been consistently below the state
average, currently at 7.2 percent, and has just peaked over
the national average, currently at 4.6 percent, for the first
time in over a decade. During the first half of the last decade, the unemployment rate decreased from 1.8 percent
(1998) to a decade low of 1.6 percent (1999). 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 4.9 percent (2007).
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.
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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 322,770. The estimated 2030 population is
448,020. 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 more than doubled over the last ten years. The
equalized value of taxable property has realized an average
8.1% increase in growth per year for the past five consecutive years.

Population
360,000

The economic base of the County has continued to increase, but preliminary information from the Washtenaw
County Equalization Division projects that the 2008 total
equalized value of taxable property will drop, signifying a
rare departure from the typical increases experienced in
years past, anywhere from no increase to a four percent
loss.
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The County’s total equalized value of taxable property for
2007 was approximately $19.3 billion, an increase over the
prior year of $785.4 million, or roughly 4.2%.
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Over 48% of our residents 25 years and older have completed four or more years of college. The median household income of our residents is over 24% higher than that
of the State of Michigan and over 25% higher than the
United States as a whole. Personal income figures for our
citizens have risen significantly in recent years, over 17%
since 1998. This indicates a healthy economy and a higher
standard of living for our residents.
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Washtenaw County’s Revenue Sources
2006 and 2007
2007 Revenue by Source - Governmental Activities
$ 187,716,677
Property taxes
3.5%
Operating grants and contributions

0.2%
15.9%
0.3%

46.1%

Grants and contributions not restricted to specific programs

34.0%
Charges for service

Capital grants and contributions

Other

This data is derived from the County’s 2007 Comprehensive Annual Financial Report.
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Millions

Washtenaw County
Revenues and Expenses
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This data is derived from the County’s 2007 Comprehensive Annual Financial Report.

Overall, total expenses for governmental activities increased $12.4 million during the year. The functional
areas that comprise this increase are public safety
($4.3 million), general government ($3.7 million), interest on long-term debt ($1.5 million), judicial ($1.4
million), culture and recreation ($1.0 million) and social services ($.5 million).

attorney operations. Culture and recreation cost increases were for park Land acquisitions. Finally, increases in the social services area were for community
development, community support and treatment services, and housing and homelessness initiatives.

Costs increased in public safety for Sheriff’s operations because of increased staffing levels and additional operating costs due to jail overcrowding. Generally, the cost increases for general government were
for consultant and contracts for County-wide continuous improvement initiatives, personal services and
leased capital equipment.
Interest expenses increased in accordance with payment schedules on long-term debt. Costs increased in
judicial activities for trial court and prosecuting
9
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Financial
Condition of the County

(1.5 percent) peaked to the highest level in over seven
years. The six year period, prior to 2007, the percent of toThe County remains in good financial condition, as is dem- tal expenses remained consistent at approximately 1 peronstrated by the financial statements and schedules in- cent (seven-year average) of total expenses
cluded in the CAFR. (Available at the County’s Finance
During the same seven-year
Department and on the County Website)
period, charges for services
increased in amount during
During the past seven years,
2001 and 2002 and were 22.3
the government’s expenses repercent (average between the
lated to judicial, general govtwo years) of total revenues.
ernment, public safety, health
A decrease in amount ocand social services have incurred during 2003 to 20.4
creased in amount, but have
percent of total revenues. Since 2003 charges for services
consistently remained within
have increased in amount annually through 2007, but have
two percent of their category of
continued to decrease as a percentage of total revenue (last
total expenses (a seven-year
average of 13.6 percent, 10.8 percent, 27.4 percent, 22.0 four year average of 19.7 percent). The reason for this decline is the relative increase in expenses related to services
percent and 16.1 percent, respectively).
that are not supported by fees and charges (e.g., public
Judicial expenses increased for trial court and prosecuting safety); thus, as taxes have increased to support these serattorney operations and activities. General government ex- vices, so has the proportion of total revenue generated by
penses increased for leased capital equipment and personal taxes.
services within administration and support services, as well
as non-insured litigation because of legal counsel and attor- Property tax revenue not
only increased in amount,
ney fees for pending lawsuits.
from 71.2 percent seven
In the case of public safety, much of the increase reflects years ago, but also as a perincreased staffing levels and additional medical services, centage of total revenue (a
food and supplies being needed due to the elevated number seven year average of 43.1
of inmates. Increased costs for health and social services percent), to approximately
are products of continuing quality services and programs 45 percent of the revenue
collected during 2007. Propfor at risk populations.
erty taxes decreased by approximately $8.7 million
The growth in culture and
(9.2 percent) over the prior
recreation expenses over the
year. This decrease for the year is attributed to being the
past seven years reflects an
first year, in the past four years, that no shift in property
increase in park recreational
tax collections occurred. During the prior three years (2004
activities and programs, as
-2006), property tax collections shifted from a December to
well as major land acquisia July levy, an additional one-third of the levy was coltions under the Natural Areas
lected each year until the transition was complete. The acPreservation program and
celerated revenue recognition pursuant to Public Act 357
development of the 35-mile
Border-to-Border Trail, a non-motorized multi-use trail of 2004, has and will continue to provide funding that
connecting to Livingston County in the north and Wayne serves as a substitute for state revenue sharing payments.
County in the southeast. Even though expenses have increased each year, the category has consistently remained During the past seven years, the government’s revenues
between four to five percent of total government’s ex- related to investment income have increased in amount (a
seven-year increase of 53.8 percent). During 2007, investpenses.
ment income peaked at its highest levels, both in amount
During the past seven years, the government’s interest ex- and percent (currently 3.8 percent) of total revenues, since
penses have fluctuated in amount because of the required 2001.
and scheduled payment amounts due on long-term debt
each year. During 2007, the expense more than doubled
over10the prior year and the percent of total expenses
10

Financial Condition of the County
(cont.)
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Part of the growth in property tax
revenue over the past few years was
due to early collection of property
taxes. The County realized a
“windfall” in the years this was being shifted (2004-2006). The impact of this was a positive one at
first, with the County realizing the
increased taxable value a fiscal year
early. The downside impacting the
2008/09 budget development was
that the windfall would be over.
Even though this was expected, the amount of revenue to
be received would not be known until during the fiscal
year for which it was to be recorded. Therefore, the
County will not know the real revenue amount for 2008 (a
July 1 levy) property taxes until April 2008.
Using past levels as a guide
proved to be invalid as well.
The 2007 Equalization report
demonstrated a 6% growth
factor in taxable value, as had
almost every year over the past
decade. Next, the housing market continues to decline and
it has become clear that for recently transferred properties
where the SEV and taxable value become equal, the homeowners would actually have a reduced tax bill due to the
declining market value. Therefore, the County has prepared for a flat level of property tax revenue for 2008/09.

tions. These negotiations were running parallel to the
County’s budget development process, resulting in the
need for projected anticipated savings to be incorporated
into the 2008/09 adopted budget.
There were three categories of anticipated labor savings
including wages, medical and retirement. It is expected
that some of these savings
will still materialize.
However, part of the projected savings for retirement included a change in
the way pensions might be
set up. Actuarial studies
were done with second party verification that calculated
anticipated savings to the County’s liability for retirement
costs. It came to the County’s attention in late November
that those studies included an error and inaccurate assumptions resulting in the savings to be much less than originally projected. Since these savings were the original anticipated means to deal with the structural budget deficit
and were incorporated into the 2008/09 budget, a new solution must now be identified.
While the County realized the
fiscal indicators were uncertain
moving forward, the Board of
Commissioners knew the County
had to respond to the growing
needs of the citizens and keep the
organization moving in a strategic direction for the future.

The 2008/09 budget included new investment for both internal and external contributions of approximately $2 million. These investments were balanced with the budget
Going into the 2008/09 budget development, the County based on the assumptions at the time of the adoption, inhad a structural deficit of $3 million. This had been known cluding the anticipated labor savings and a level of propduring 2006 and 2007, but it was decided to postpone the erty taxes at a 3.5 percent growth factor.
long-term solution to allow the organization to stabilize
after several years of reductions and restructurings.
These issues combined result in a current projected budget
issue between $8 to $10 million, approximately 10% of the
The change in revenue asGeneral Fund, for the 2008 fiscal year. These issues are
sumptions from the property
permanent in nature, actually growing annually, resulting
tax issue outlined above, as
in higher projected shortfalls into the future if not dealt
well as related revenue rewith in a structural budget reduction as soon as possible. A
ductions due to the housing
group of organizational department heads and staff, known
market realities, created an
as the Strategic Oversight Committee (SOC), have been
additional budget issue of
brought together to assist in the development of principles,
over $2.5 million. The largprocess, communication and solution generation to address
est anticipated solution to the projected structural budget the budget deficit.
deficit
11 was through the County’s pending labor negotia11
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Financial Condition of the
County (cont.)

Structural solutions have identified approximately $5 million in anticipated
savings for 2008. The intent of starting these modifications during the year and implementing annually for continued savings revolve around: the realized labor savings
expected to materialize; integrated health waivers to enable additional federal match dollars to the local community; available property foreclosure funds, in accordance with
Urban Homestead Legislation
(PA123), which provides the
Board of Commissioners discretion over transfers; approved
changes in the E-911 fee collections as allowed by the revised
State law; reductions in strategic planning and organizational
consultant use for a minimum
level of outside support, only when determined absolutely
necessary; reductions in continuous improvement efforts
around the County’s financial information system; reductions in take home vehicle assignments; and appropriation
reductions in the level of support to non-General Fund
departments.

Commissioners notifying them of the
status of the budget, emerging issues,
and an explanation of any significant
variables. An extensive process is underway with the entire organization
working to generate a list of recommendations. It is critical for staff, at all levels of the
County, to be involved in identifying and implementing
the structural changes of how the County operates.

Long-Term Financial Planning
The County completes ten year projections during each
budget cycle, and updates them frequently to ensure that
the full impact of decisions are understood.
The current projections
are proving to be more
challenging than ever before. The County is faced with significant variables in the
future that are difficult to predict. In most instances, financial impact practices use assumptions of past practice as
the best indication of the future. New economic realities
have intuition driving the projection assumptions, not
data.

In addition, a process is underway to identify options for
additional reductions that will balance the projected
budget shortfall in 2009 and beyond. However, these additional solutions cannot be relied on for 2008 savings,
resulting in a remaining projected deficit of $3 to $5 million.

The Board of Commissioners has
committed to ensure the long-term
fiscal stability of the County. The
County has operated very deliberately over the past several years,
making sound financial decisions to
As a result, some short-term solutions were also needed to
keep from having to react to a crisis
balance the 2008 budget, these include: a hiring freeze
limiting the filling of any vacant positions; reductions to situation.
the pay for performance benefits; limiting capital equipment replacements; cancelling county-wide events; minimal travel and conference attendance; a 10 percent reduc- During the development of the 2008/09 budget, it was
tion for select outside agency allocations; health services clear through a review of financial indicators that the
building renovation project limited to sustaining the facil- County was in good financial condition presently although
ity for the long-term; use of non-General Fund reserves there were uncertain times ahead. The County has worked
(self insurance-risk management and technology plan diligently over the years making long-term fiscal stability
funds) to help balance the 2008 budget; and forego the a top priority, which has resulted in high bond ratings,
reasonable levels of debt, reserves in line with policy and
planned fund balance increase in the general fund.
annual surpluses. However, the picture is mixed when
looking forward, especially when estimating the impact
The structural and short-term solutions identified will bal- the State and local economy will have on County revenues
ance the 2008 budget if the projected shortfall remains at and the demand for services.
a maximum level of $10 million. As outlined in budget
12 quarterly updates will be provided to the Board of
policy,
12
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Relevant Financial Policies
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 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 2008 and beyond until the
revenue sharing reserve fund is depleted.

continued revenue growth. The budget includes an increase in revenue amounts to bring the budget in line with
recent collection levels. In addition, the court has requested new positions to increase efforts around jail diversion that will primarily be supported through increased
revenues. The budget also includes the continuation of the
Pre-Trial program within the District Court that had been
previously funded through the use of part-time temporary
staff and will now move into a permanent employee
status.

Jail Overcrowding and
Expansion Initiative –
The jail is chronically overcrowded resulting in a public
safety and justice crisis, but
also a major budget constraint. The space plan project
underway to add an additional
100+ beds in the jail should
help alleviate overcrowding in
the future. This project provided funding for jail operations that are included in the Sheriff’s budget. The intent
is for this to cover associated costs with managing jail
overcrowding pending the completion of the project, at
which time new staff will be created using these dollars.

Interest levels will stay above previous levels for the next
few years, although on a declining basis as the level of
cash declines through the use of the revenue sharing reserve fund. It is a significant long-term issue with a need
to identify a permanent solution to the general fund cash
flow shortage as it is projected that the revenue sharing Juvenile Placements – The
reserve fund will not be available after 2011.
County continues to see an increase
in costs associated with our institutional placement of juveniles
Major Initiatives
through our Child Care program.
According to the Washtenaw
County Trial Court, this is in alignThe decision making parameters of the budget development with a national trend as well
ment process started with a premise of a status quo
as from a local reality of seeing inbudget. Adjustments were only made if the request identified outside funding or strongly demonstrated it was a creased sex offender treatment
critical investment into the future of the organization and needs. The 2008/09 budget includes an increased approcommunity. In addition, some adjustments were necessary priation for juvenile placements and the creation of a new
to resolve issues that have been ongoing based on recent position in the Trial Court for a Probation Agent focused
trends that do not appear to be ending without an addi- on sex offender cases as a means to improve treatment
tional commitment of funding. The major influences on and reduce costs. This is a pilot program with required
semi-annual evaluations to be completed to determine the
the fiscal environment of the County are:
success of this initiative.

District Court Programming and Revenue Collections – The
District court continues to
do a great job at maximizing revenue collections, as
has been seen over the
past13 several years with

Public Safety and Justice Statutory Line Items –
The County continues to see an increase in the demands
of the Public Safety and Justice system in regards to statutory line items, including attorney fees, jury fees, witness
fees and extraditions. The Board of Commissioners
adopted a policy in 2008/09 budget that demonstrates the
obligation to cover these required expenses if overages
occur.
13
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Major Initiatives

Police Services Methodology Change – The 2008

County-wide Communications Office - In such
challenging economic times,
it is even more critical to
stay in touch with the needs
of the community and to
make them realize that local
government is here to help.
In collaboration with the
Board of Commissioners,
the County underwent a review in 2007 to develop an updated strategic communication plan. Best practices were researched and input was
gathered from various stakeholders. One outcome of this
initiative is the request for the creation of a Communications Officer that will be part of the County Administrators’ Office. This officer will manage the implementation
of the strategic plan and assist County staff in communications going outside of the organization to the media,
direct customers and the community as a whole.

budget includes the implementation of the revised
methodology for police
services contracts. The
largest impact, besides the
increase in the expected
revenue, is with anticipated
overtime. In the past, the
County guaranteed a certain number of service
hours and held the liability for all necessary overtime to
meet this contractual obligation. Starting in 2008, the contracting entities receive a deputy for service plus supervision, with the opportunity to choose whether or not to
backfill for deputy time off. If entities choose to backfill,
it has become the responsibility of the contracting entity
to pay the County for this overtime coverage. Furthermore, the County has continued its commitment, as outSuccessful Communities Initiative - During the
lined in the contracts, for the provision of County-wide
2008/09 budget planning
police services as well as specific areas in which overtime
process the Board of Commiswill continue to be the responsibility of the County.
sioners added a ninth Community of Interest, Economic
Development. Much of this
community of interest falls to
Increased Appropriations/
leadership by outside agenNew Initiatives
cies, with some direct services
being done internally in the County’s Planning & Environment, MSU Extension, and Employment Training &
Outside Agency Allocations - The County provides Community Services departments. It is believed that this
almost $3 million in support to initiative is the future of economic growth and stability
outside agencies and local non- within Washtenaw County, and beyond.
profits. The County is in a challenging position of determining
the appropriate balance between Prosecuting Attorney Victim Witness Services funding internal initiatives and As mentioned above through
community agencies. Many of the discussion on jail overthese agencies take the leadership crowding and the statutory line
role for new critical community items, the entire Public Safety
initiatives for which the County should support as an in- and Justice system is strained.
vestment into the future. Strategic decisions were made to One critical component of the
include allocations to root cause initiatives including child system is the support provided
abuse prevention, economic development, affordable to victims and witnesses. This
housing, transportation, domestic violence and literacy.
program through the Prosecuting Attorney’s Office is over
capacity and unable to meet demand levels. As a result, the 2008/09 budget includes the
creation of a new position to increase available resources
in this program area.
14
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Increased Appropriations/
New Initiatives (cont.)

Drains Equipment The Drain Commissioner’s Office currently
contracts out for much
of its equipment use. A
long-term strategic plan
is being developed to
clearly outline the need
for internal equipment
including the impact on staff, operations and customers.
Many of the costs associated with this are reimbursable
through drain assessment projects for local units. The
budget includes the planned purchase of some equipment,
with the request for an additional position for operation of
the equipment. The first phase will focus on moving to a
more proactive approach to service delivery with an expectation of greater citizen satisfaction.

Medical Examiner - The medical
examiner program is a statutory obligation. Over the years, this has been
managed by the County’s Public
Health department. Beginning in
2008, there is a commitment to increase the medical examiner program
by a cost of living adjustment, annually. In addition, infrastructure enhancements are required to bring a
short-term solution to both space and
technology needs.

Solid Waste Home Hazardous Waste Community
Collections - On an annual basis, the Planning &
Environment department
through the County’s solid
waste program offers a
number of collection events
in which citizens can bring
hazardous waste products
from home for proper disposal. These events are extremely important to help the environment and are well
attended by the community. As outside funding has declined, it was requested that the County support some of
these events to preserve the programming and meet the
demands of the community.
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