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March 5, 2004

To the Board of Commissioners and the Citizens of
Washtenaw County:

The Comprehensive Annual Financial Report (CAFR) of Washtenaw County for the year ended
December 31, 2003, is submitted herewith. It was prepared by staff in the Finance Department
with significant assistance from the accounting personnel in the Treasurer's Office, Drain
Commissioner's Office, Public Works, Community Support and Treatment Services, Public
Health, and other County departments. Responsibility for both the accuracy of the presented
data and the completeness and fairness of the presentation, including all disclosures, rests with
the County.

State law requires that all local governments, subject to certain size criteria, publish within six
months of the close of each fiscal year a complete set of financial statements presented in
conformity with generally accepted accounting principles (GAAP) and audited in accordance
with generally accepted auditing standards by a firm of licensed certified public accountants.
Pursuant to that requirement, we hereby issue the comprehensive annual financial report for
Washtenaw County for the fiscal year ended December 31, 2003.

This report consists of management’s representations concerning the finances of Washtenaw
County. Consequently, management assumes full responsibility for the completeness and
reliability of all of the information presented in this report. To provide a reasonable basis for
making these representations, County management has established a comprehensive internal
control framework that is designed both to protect the government’s assets from loss, theft, or
misuse and to compile sufficient reliable information for the preparation of the County’s
financial statements in conformity with GAAP. Because the cost of internal controls should not
outweigh their benefits, the County’s comprehensive framework of internal controls has been
designed to provide reasonable rather than absolute assurance that the financial statements will
be free from material misstatement. As management, we assert that, to the best of our knowledge
and belief, this financial report is complete and reliable in all material respects.



The County’s financial statements have been audited by Rehmann Robson, a firm of licensed
certified public accountants. The goal of the independent audit was to provide reasonable
assurance that the financial statements of the County for the fiscal year ended December 31,
2003 are free of material misstatement. The independent audit involved examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements; assessing the
accounting principles used and significant estimates made by management; and evaluating the
overall financial statement presentation. The independent auditor concluded, based upon the
audit, that there was a reasonable basis for rendering an unqualified opinion that the County’s
financial statements for the fiscal year ended December 31, 2003 are fairly presented in
conformity with GAAP. The independent auditor’s report is presented as the first component of
the financial section of this report.

The independent audit of the financial statements of Washtenaw County was part of a broader,
federally mandated “Single Audit” designed to meet the special needs of federal grantor
agencies. The standards governing Single Audit engagements require the independent auditor to
report not only on the fair presentation of the financial statements, but also on the audited
government’s internal controls and compliance with legal requirements, with special emphasis
on internal controls and legal requirements involving the administration of federal awards.
These reports are available in the County’s separately issued Single Audit Report.

GAAP require that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to compliment MD&A and should be read in
conjunction with it. The County’s MD&A can be found immediately following the report of the
independent auditors.

PROFILE OF THE GOVERNMENT

Washtenaw County, incorporated in 1827, is located in the southeast region of Michigan's Lower
Peninsula, approximately 40 miles west of Detroit. It is the sixth largest county in the State of
Michigan, with an estimated 2003 population of 341,625. Sixty-five percent of the County’s
population resides in four main areas. Its major cities are Ann Arbor and Ypsilanti, with
estimated populations of 114,477 and 22,140, respectively. The County’s two largest townships
are Ypsilanti and Pittsfield, with estimated populations of 52,339 and 33,141, respectively. It
covers an area of approximately 710 square miles. The County seat is located in the City of Ann
Arbor.

The governmental structure of Washtenaw County is based upon the State Constitution and the
general laws of the State of Michigan. The County's legislative body, and its administrative
body for many functions, is the County Board of Commissioners. The Board consists of eleven
commissioners elected by direct vote from single-member districts.



In addition to the Board of Commissioners, there are fifteen elected officials serving the County
in judicial, administrative, or staff officer roles. An organization chart depicting the County
structure is shown on the page following this letter.

The County is responsible for the management and financing of many services for its citizens.

These services are separated into the following major program areas: legislative, judicial,

support services, human services, planning and environment, and public safety and justice.
FACTORS AFFECTING FINANCIAL CONDITION

The information presented in the financial statements is perhaps best understood when it is

considered from the broader perspective of the specific environment within which Washtenaw

County operates.

Local Economy

Washtenaw County is a tremendous place to live and work. Beautiful parks, hundreds of miles
of bike and nature trails and a commitment to "open spaces” and community development means
easy access to living and pleasure in every season. Combine this with top-notch school systems,
and some of the greatest restaurants, galleries, and cultural events in the country. We possess a
unique blend of quality urban areas and beautiful rural settings. Our largest city, Ann Arbor, has
been voted one of America’s top cities. We are fortunate to have many educational institutions
located within our borders. The University of Michigan in Ann Arbor and Eastern Michigan
University in Ypsilanti are two world class educational and cultural centers of the Midwest, with
first rate research facilities, libraries, museums, theaters and sports facilities. Other institutions
are Washtenaw Community College, Concordia College and Cleary College. Over 41% of
county residents 25 years and older have completed four or more years of college.

Washtenaw County remains in good financial condition, as is demonstrated by the financial
statements and schedules included in this report. The assessed value of the taxable property to
fund the County's 2003 operations (the 2002 valuation) was approximately $13.7 billion, an
increase over the prior year of $1.5 billion, or roughly 12.3%. The economic base of the County
is continuing to increase. The 2003 valuation (to fund 2004 operations) shows a 9.8% increase
over the 2002 valuation.

Washtenaw County has maintained strong population growth over the past two decades. This
growth is expected to continue. Our 2000 Census population was 322,770. The estimated 2030
population is 448,020. The median household income of our residents is over 19% higher than
that of the State of Michigan and the United States as a whole. Personal income figures for our
citizens have risen significantly in recent years. This indicates a healthy economy and an
increased standard of living for our residents.



Washtenaw County is centrally located with access to four major freeways, three airports, and
five rail lines. This provides county businesses with excellent access to local, domestic, and
international markets. We are one of the top ten areas in the United States for software
development and are an international center for the development of sophisticated technologies
related to advanced manufacturing. It is also home to one of the nation’s fastest growing book
retailers, as well as two major book printing and publishing manufacturers.

We are home to a highly educated and skilled work force and are centrally located to attract
employers and employees. Approximately one third of the people working here commute each
day from outside the County. The ten major employers in the County are: the University of
Michigan, the University of Michigan Medical Center, General Motors Corporation, Visteon, St.
Joseph Mercy Hospital, Pfizer Global Research and Development, Eastern Michigan University,
Washtenaw County, Borders Group Inc., and University of Michigan Software.

Agriculture also plays an important role in our economy. Corn, oats, soybeans and wheat are
major cash crops. Apples are the most widely grown fruit crop. Dairy farming is also found in
Washtenaw County.

Long-Term Financial Planning

The Board of Commissioners has committed to ensure the long-term fiscal stability of the
County. Changes in state funding, revenue growth restrictions, and unforeseen increases in
overall operating costs have created an immediate need to modify the budget. Many cost
reduction strategies were implemented in 2003, but the fiscal challenges will continue in 2004/05
and beyond. The 2004/05 adopted budget focuses on expanding capacity by aligning and
integrating programs around communities of interest, reducing costs by addressing duplications
and redundancies, and includes a framework for ensuring fiscal stability for the next ten years.

The following principles were developed to guide decisions: maintain core/mandated services,
minimize community impact, attempt to find alternative funding sources for State and Federal
cuts, identify and implement administrative efficiencies, distribute reductions across populations
and providers, and maintain commitment to infrastructure (space, equipment, technology and
professional development). These principles were instrumental in developing a balanced budget
that has minimal reductions in direct services. In addition, the commitment that the Board of
Commissioners made to build the infrastructure in the late 1990s is paying off in greater
efficiencies. The investments made in technology and professional development have provided
employees with the skills and tools necessary to do more with less.

Technology has played an increasingly larger role in how citizens,
visitors, businesses, and employees conduct business with the
County. The County commits to maintain and upgrade the
technological infrastructure and to be a leader in E-Government

aimed toward improving citizen access to government services.



In addition, the County has also continued its commitment to making sure that employees have
the technology tools and training to use these tools, aimed at realizing organizational efficiencies
and enhancing customer service. Systems integration to streamline core technologies will be the
focus as we move into the 21% century. The four technologies to be exploited to create process
efficiencies are Graphic Information Systems (GIS), Document Imaging, Workflow and Data
Warehousing. All new technology projects will be required to demonstrate an equivalent cost
reduction in the operating cost of doing business to the total cost of implementing the technology
changes.

The Washtenaw County Space Plans seek to address many of the
building space needs of Washtenaw County government for the
next 25-30 years. The result of the space plans has been better
service delivery to the public, accomplished by locating related
county facilities in close proximity and in locations convenient to
the public. The County’s investment in new facilities since 1999 |
has shifted its focus from expansion to improvement of existing .
facilities. Robert J. Delonis Center

Five new buildings - - 200 North Main Building in downtown Ann Arbor, Western County
Service Center on Zeeb Road, Robert J. Delonis Center (the homeless shelter, pictured above) on
Huron Street in Ann Arbor, Juvenile Detention and Day Treatment Center at the County Service
Center and the Head Start Facility in Superior Township (pictured below) - - as well as major
renovations - - remodeling of the County Annex Building and County Courthouse and
addressing the critical infrastructure needs at the County Corrections Facility at the County
Service Center - - have been financed without an increase in millage. The County’s building
infrastructure, as well as a comprehensive 20-year capital maintenance schedule, is well
positioned to support the business needs through the coming decade.

Given the projected fiscal constraints, and in concert with the systems integration, the County
anticipates a net reduction in workspace. The approach to this reduction will occur in a
systematic way, conscious of the opportunity to take off-line buildings whose increasing
maintenance costs exceed the value they provide to the organization and redirecting their sale
proceeds toward improving our core campuses.

The following is a brief summary of the specific Space Plan projects that should be
accomplished during the next ten years:
- - Improvement/Expansion to the Washtenaw County

Corrections Facility
- Court Needs and Courthouse Remodeling/Replacement
- Expansion of the County Library Learning Resource
Center
- Huron Valley Ambulance Headquarters Building
Head Start Facility - Relocation of the County Garage




One of the qualities that makes Washtenaw County a desirable place to live is the abundance of
recreational areas. The mission of the Washtenaw County Parks and Recreation Commission
(WCPARC) is to improve the quality of life in Washtenaw County. The Commission is
dedicated to the preservation of the natural environment and provision of facilities and programs
meeting the broadest range of county residents. In order to meet these goals, the Commission
elected to focus on the acquisition of land for parks and to develop a linear park and open space
system preserving natural features linking parks, population and employment centers.

A November 2000 majority vote of county residents authorized the Natural Areas Preservation
Program. The approval established the funding source for purchase of natural areas by the
WCPARC. Approximately $27.5 million will be generated for land acquisition by the millage
during the period 2002-2011. The Natural Areas Technical Advisory Committee was established
and began meeting in 2001. The seven-member body began the evaluation of a number of
nominated parcels in 2002. The Parks and Recreation Commission purchased 438 acres during
2003. Natural areas have been preserved in Bridgewater Township (57 acres), Freedom
Township (180 acres), Scio Township (137 acres) and Superior Township (64 acres).

These favorable local trends are counterbalanced, in large measure, however, by other factors.
First, the economic downturn and stock market decline have impacted our fiscal operations in
that it has increased the County’s funding obligation for its defined benefit pension plans.
Second is limited growth in property tax revenue. The increase in the assessed value of taxable
property in the County has been constrained by the Headlee Amendment (which limits the
annual increase in the State Equalized Value of real property) and the provisions of Proposal A
(which limits increases in taxable property values to 5% or the rate of inflation, whichever is
less). The dollar value of this limited increase essentially covers salary and fringe benefits
increases, leaving very little for new investment. Furthermore, state cutbacks provide additional
challenges in maintaining current services with even less support. Taken together, these fiscal
factors create a trend toward ever-tightening budgets under which the County must operate.

Vi



Cash Management Policies and Practices

Cash balances are invested according to the guidelines adopted by the Board of Commissioners.
Investments are generally limited to certificates of deposit and savings accounts, United States
government or federal agency obligations, mutual funds, and commercial paper which is rated at
the time of purchase within the two highest classifications established by standard rating
services. In addition, the pension and postemployment benefits trust funds may also invest in
common stock, corporate bonds, and mortgages.

Risk Management

As permitted by State law, the County is self-insured (up to certain limits) for employee medical
expenses, workers' compensation, general liability, and property damage. The County has
contracts with Blue Cross/Blue Shield, Care Choices and M-Care to administer the County's
medical programs for its employees.

The County accounts for revenues and expenses relating to the above in three separate internal
service funds: medical insurance revolving, workers’ compensation revolving and insurance
revolving. The risk management, contingencies and commitments notes to the basic financial
statements contain additional information concerning risk management. The Statistical Section
of the CAFR includes a complete schedule of insurance coverage maintained by the County.

Pension and Other Postemployment Benefits

The County has four retirement benefit plans that provide pension and postemployment
healthcare benefits to all regular, full-time employees. This includes two defined benefit pension
plans, a defined contribution pension plan, and a retiree healthcare plan. For the County
administered plans, the total net assets held in trust for pension and healthcare benefits increased
by approximately $30.3 million, or 16.0%. The annual actuarial valuations applicable to the
defined benefit pension plans continue to reflect favorable funding ratios, despite the market
declines.

vii



AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (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, 2002. This was the 13th consecutive year that the County received this prestigious
award. In order to be awarded a Certificate of Achievement, the County published an easily
readable and efficiently organized CAFR. This report 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 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 has also received the GFOA's Award
for Distinguished Budget Presentation for its budget for the biennium period beginning
January 1, 2003. In order to qualify for the Distinguished Budget Presentation Award, the
County's budget document was judged to be proficient in several categories, including as a
policy document, a financial plan, an operations guide, and a communication device.

The preparation of this report on a timely basis was made possible by the dedicated service of
Finance Department accounting staff and the accounting personnel from the Treasurer's Office,
Drain Commissioner's Office, Public Works, Road Commission, Community Support and
Treatment Services, Public Health and other County departments, as well as advice from
Rehmann Robson. | also wish to thank the Board of Commissioners for their continued dedicated
interest in the sound financial operations of the County.

Sincerely,

.

Robert E. Guenzel
County Administrator/Controller
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Certificate of

Achievement

for Excellence
in Financial
Reporting

Presented to

Washtenaw County,
Michigan

For 1ts Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 2002

A Cernificate of Achievemnent for Excellence in Financial
Beporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retitement
systems whose comprehensive annual financial
reports (CAFEs) achieve the highest
standards in government accounting
and financial reporting.
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Certified Public Accountants

‘ A member of THE REHMANN GROUP "_’

BAKER TILLY
INTERNATIONAL

INDEPENDENT AUDITORS’ REPORT

March 5, 2004

To the Board of Commissioners
of Washtenaw County
Ann Arbor, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of WASHTENAW COUNTY, MICHIGAN, as of and for the year ended
December 31, 2003, which collectively comprise the County’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of Washtenaw County’s management.
Our responsibility is to express opinions on these financial statements based on our audit. We did not
audit the financial statements of the Employment Training and Community Services Fund, which
represents 18.1% of the assets and 15.6% of the revenues of the nonmajor governmental funds and 1.0%
of the assets and 3.9% of the revenues of the governmental activities. Also, we did not audit the financial
statements of the Washtenaw County Road Commission, which represents 47.7% of the assets and 76.7%
of the revenues of the aggregate discretely presented component units. Those financial statements were
audited by other auditors whose reports were furnished to us, and our opinion, insofar as it relates to the
amounts included for the Employment Training and Community Services Fund and Washtenaw County
Road Commission, is based solely on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the 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 reports of other auditors provide a reasonable basis for
our opinions.
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In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of Washtenaw County, Michigan, as of
December 31, 2003, and the respective changes in financial position and cash flows, where applicable,
thereof and the respective budgetary comparisons for the General Fund and Major Special Revenue
Funds for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 5, 2004,
on our consideration of Washtenaw County, Michigan’s internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts and grants, in a separately
issued single audit report. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in considering the
results of our audit.

The Management’s Discussion and Analysis on pages 3-16 and the employees retirement system
information on page 71 are not a required part of the basic financial statements but are supplementary
information required by the Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Washtenaw County’s basic financial statements. The introductory section, combining and
individual nonmajor fund financial statements and schedules, and statistical section are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
combining and individual nonmajor fund financial statements and schedules have been subjected to the
auditing procedures applied by us and the other auditors in the audit of the basic financial statements and,
in our opinion, based upon our audit and the reports of other auditors, are fairly presented, in all material
respects, in relation to the basic financial statements taken as a whole. The introductory and statistical
sections have not been subjected to the auditing procedures applied by us and the other auditors in the
audit of the basic financial statements and, accordingly, we express no opinion on them.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of Washtenaw County, Michigan we offer readers of the County’s financial
statements this narrative overview and analysis of the financial activities of the County for the fiscal
year ended December 31, 2003. We encourage readers to consider the information presented here in
conjunction with additional information that we have furnished in our letter of transmittal, which can
be found on pages i-viii of this report, and the accompanying basic financial statements.

Financial Highlights

= The assets of the County exceeded its liabilities at the close of the most recent fiscal year by
$110,640,046 (net assets). Of this amount, $24,731,730 (unrestricted net assets) may be used
to meet the government’s ongoing obligations to citizens and creditors.

= The County’s total net assets increased by $9,743,836 during 2003.

= As of the close of the current fiscal year, the County’s governmental funds (this includes the
general fund, special revenue, debt service and capital projects funds) reported combined
ending fund balances of $38,241,322, a decrease of $4,764,995 in comparison with the prior
year. Of the fund balance amount, $34,664,753 is available for spending at the government’s
discretion (unreserved fund balance).

= The general fund had a surplus of $68,662 for 2003. At the end of the year, unreserved fund
balance for the general fund was $6,323,675, or approximately 9.5 percent of total general fund
expenditures. Total fund balance for the general fund was $7,464,432.

= The County’s investment in capital assets increased by $11,803,877 during 2003.

= The County’s total bonded debt, which excludes delinquent tax notes, decreased by $3,140,000
during the current fiscal year.

Using this Annual Report

This annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities provide information about the activities of the County as a whole (government-
wide financial statements) and present a longer-term view of the County’s finances. Fund financial
statements tell how these services were financed in the short-term as well as what remains for future
spending. Fund financial statements also report the County’s operations in more detail than the
government-wide statements by providing information about the County’s most significant funds.

The remaining statements provide financial information about activities for which the County acts
solely as a trustee or agent for the benefit of those outside of the government. The notes to the
financial statements provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements.



In addition to the basic financial statements and accompanying notes, this report also presents required
supplementary information. This is limited to a schedule concerning the County’s progress in funding
its obligation to provide pension benefits to certain employees.

Reporting the County as a Whole

The Statement of Net Assets and the Statement of Activities. One of the most important questions
asked about the County’s finances is, “Is the County as a whole better off or worse off as a result of
this year’s activities?” The Statement of Net Assets and the Statement of Activities report information
about the County as a whole and about its activities in a way that helps answer this question. These
statements include all assets and liabilities using the accrual basis of accounting, which is similar to
the accounting used by most private-sector companies. All of the current year’s revenues and expenses
are taken into account regardless of when cash is received or paid.

These two statements report the County’s net assets and changes in them. One can think of the
County’s net assets — the difference between assets and liabilities — as one way to measure the
County’s financial health, or financial position. Over time, increases or decreases in the County’s net
assets are one indicator of whether its financial health is improving or deteriorating. During 2003, the
net assets of the County increased by nearly $9.7 million.

The Statement of Net Assets and the Statement of Activities, present information about the following:

Governmental activities. All of the County’s basic services are considered to be governmental
activities, including legislative, judicial, general government, public safety, public works, health, social
services, culture and recreation, and other activities. Property taxes, intergovernmental revenue, and
charges for services finance most of these activities.

Business-type activities. Other functions of the County that are intended to recover all or a significant
portion of their costs through user fees and charges are considered to be business-type activities. These
include delinquent tax collections and property foreclosures.

Component units. The County includes four legally separate entities in its financial statements: the
Washtenaw County Department of Public Works Projects, the Washtenaw County Drain
Commissioner, the Washtenaw County Hazardous Material Response Authority and the Washtenaw
County Road Commission. The County has a fifth discretely presented component unit (the
Washtenaw County Brownfield Redevelopment Authority), however it has not yet had any financial
activity through 2003. Although legally separate, these “component units” are important because the
County is financially accountable for them.

Financial information for these component units are reported separately from the financial information
presented for the primary government itself. The Washtenaw County Building Authority, although also
legally separate, functions for all practical purposes as a department of the County, and therefore has
been included as an integral part of the primary government.

The government-wide financial statements can be found on pages 17-19 of this report.



Reporting the County’s Most Significant Funds

Fund Financial Statements. The fund financial statements provide detailed information about the
most significant funds - not the County as a whole. Some funds are required to be established by State
law and by bond covenants. However, the County establishes many other funds to help it control and
manage money for particular purposes or to show that it is meeting legal responsibilities for using
certain taxes, grants, and other money. The County’s two primary kinds of funds — governmental and
proprietary — use different accounting approaches.

Governmental funds. Most of the County’s basic services are reported in governmental funds, which
focus on how money flows into and out of those funds and the balances left at year-end that are
available for spending. These funds are reported using an accounting method called the modified
accrual basis of accounting, which measures cash and all other financial assets that can readily be
converted to cash. The governmental fund statements provide a detailed short-term view of the
County’s general governmental operations and the basic services it provides.

Governmental fund information helps one determine whether there are more or fewer financial
resources that can be spent in the near future to finance the County’s programs. Because the focus of
governmental funds is narrower than that of the government-wide financial statements, it is useful to
compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’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 this comparison
between governmental funds and governmental activities.

The County maintains 24 individual governmental 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, community support and treatment services, parks and
recreation, building authority and county capital project funds, each of which are considered to be
major funds. Data from the other 19 governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these nonmajor governmental funds is provided in the
form of combining statements elsewhere in this report.

The basic governmental fund financial statements can be found on pages 20-27 of this report.

Proprietary funds. The County maintains two different 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 delinquent tax operations and
property foreclosures. Internal service funds are an accounting device used to accumulate and allocate
costs internally among the County’s various functions. The County uses internal service funds to
account for support services provided to other departments which includes phone services, fleet,
facilities management, insurance, duplicating and copier replacement, mail services and payroll fringe
benefits. Because these services predominantly benefit governmental rather than business-type
functions, they have been included within 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
delinquent tax operations and property foreclosures. Conversely, all internal service funds are
combined into a single, aggregated presentation in the proprietary fund financial statements. Individual
fund data for the internal service funds is provided in the form of combining statements elsewhere in
this report.

The basic proprietary fund financial statements can be found on pages 28-31 of this report.

Reporting the County’s Fiduciary Responsibilities

The County is the trustee, or fiduciary, for certain amounts held on behalf of others. Fiduciary funds
are used to account for resources held for the benefit of parties outside the government. Fiduciary
funds are not reflected in the government-wide financial statements because the resources of those
funds are not available to support the County’s own programs. The County’s fiduciary activities are
reported in separate Statements of Fiduciary Net Assets and Changes in Fiduciary Net Assets. The
accounting used for fiduciary funds is much like that used for proprietary funds. The County is
responsible for ensuring that the assets reported in these funds are used for their intended purposes.

The basic fiduciary fund financial statements can be found on pages 32-33 of this report.

Additional Information

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 36-70 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information. This is limited to a schedule concerning the
County’s progress in funding its obligation to provide pension benefits to certain employees. Required
supplementary information can be found on page 71 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds and
internal service funds are presented immediately following the required supplementary information.
Combining and individual fund statements and schedules can be found on pages 72-101 of this report.

Financial Analysis of the County as a Whole

The government-wide financial analysis focuses on the net assets and changes in net assets of the
County’s governmental and business-type activities. As noted earlier, net assets may serve over time
as a useful indicator of a government’s financial position. As the following table demonstrates, the
County’s assets exceeded its liabilities by $110,640,046 at December 31, 2003.



Washtenaw County’s Net Assets

Governmental activities Business-type activities Total
2003 2002 2003 2002 2003 2002
Current and other assets $ 112,983,380  $ 121,480,038 $ 19,376,001 $ 16,085153 $ 132,359,381 $ 137,565,191
Capital assets 103,018,110 91,214,233 - - 103,018,110 91,214,233
Total assets 216,001,490 212,694,271 19,376,001 16,085,153 235,377,491 228,779,424
Long-term liabilities outstanding 45,722,348 48,775,517 9,004,404 6,000,000 54,726,752 54,775,517
Other liabilities 69,922,913 73,024,985 87,780 82,712 70,010,693 73,107,697
Total liabilities 115,645,261 121,800,502 9,092,184 6,082,712 124,737,445 127,883,214
Invested in capital assets, net

of related debt 71,844,722 52,419,325 - - 71,844,722 52,419,325
5,063,594 13,190,358 9,000,000 6,000,000 14,063,594 19,190,358
Unrestricted 23,447,913 25,284,086 1,283,817 4,002,441 24,731,730 29,286,527
Total net assets $ 100,356,229 $ 90,893,769 $ 10,283,817 $ 10,002,441 $ 110,640,046 $ 100,896,210

By far, the largest portion of the County’s net assets, $71,844,722 (64.9 percent), is its investment in
capital assets (i.e., land, buildings, vehicles and equipment), net of any related debt used to acquire
those assets that is still outstanding. The County uses these capital assets to provide services to
citizens; consequently, these assets are not available for future spending. Although the County’s
investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources, since the capital assets themselves
cannot be used to liquidate these liabilities.

An additional portion of the County’s net assets, $14,063,594 (12.7 percent), represents resources that
are subject to external restrictions on how they may be used. The remaining balance of unrestricted net
assets, $24,731,730 (22.4 percent), may be used to meet the government’s ongoing obligations to
citizens and creditors.

At the end of the current fiscal year, the County is able to report positive balances in all three
categories (invested in capital assets-net of related debt, restricted and unrestricted) of net assets, both
for the government as a whole, as well as for its separate governmental and business-type activities.



Revenue:

Program revenue:
Charges for services
Operating grants and contributions
Capital grants and contributions

General revenue:
Property taxes
Grants and contributions not

restricted to specific programs

Other

Total revenue

Expenses:
Legislative
Judicial
General government
Public safety
Public works
Health
Social services
Culture and recreation
Other activities
Interest on long-term debt
Delinquent tax collections

Total expenses

Increase in net assets before transfers

Transfers
Increase in net assets
Net assets - beginning, as restated

Net assets - end of year

Washtenaw County’s Changes in Net Assets

Governmental activities Business-type activities Total
2003 2002 2003 2002 2003 2002
$ 28,740,180 29,820,006 $ 3210913  $ 3435482 % 31,951,093 $ 33,255,488
52,695,000 46,297,193 - - 52,695,000 46,297,193
3,473,175 1,091,143 - - 3,473,175 1,091,143
60,406,712 56,462,144 - - 60,406,712 56,462,144
6,538,510 7,503,237 - - 6,538,510 7,503,237
1,640,730 2,387,051 (74,699) 1,611,591 1,566,031 3,998,642
153,494,307 143,560,774 3,136,214 5,047,073 156,630,521 148,607,847
597,651 638,162 - - 597,651 638,162
19,584,218 18,074,211 - - 19,584,218 18,074,211
16,429,079 13,966,388 - - 16,429,079 13,966,388
40,927,414 36,228,288 - - 40,927,414 36,228,288
2,246,625 1,413,125 - - 2,246,625 1,413,125
30,669,892 31,477,846 - - 30,669,892 31,477,846
21,672,601 22,484,109 - - 21,672,601 22,484,109
6,634,291 6,382,489 - - 6,634,291 6,382,489
6,088,589 6,062,374 - - 6,088,589 6,062,374
1,643,952 1,791,363 - - 1,643,952 1,791,363
- - 408,644 489,348 408,644 489,348
146,494,312 138,518,355 408,644 489,348 146,902,956 139,007,703
6,999,995 5,042,419 2,727,570 4,557,725 9,727,565 9,600,144
2,462,465 3,733,894 (2,446,194) (3,737,982) 16,271 (4,088)
9,462,460 8,776,313 281,376 819,743 9,743,836 9,596,056
90,893,769 82,117,456 10,002,441 9,182,698 100,896,210 91,300,154
$ 100,356,229 90,893,769  $ 10,283,817 % 10,002,441 % 110,640,046  $ 100,896,210




The County’s net assets increased by $9.7 million during the current fiscal year; $9.4 million for
governmental activities and $0.3 million for business-type activities.

Governmental activities. Governmental activities increased the County’s net assets by $9.4 million,
accounting for 97.1 percent of the total growth in the net assets of the County. Key elements of this
increase are as follows:

= Property taxes increased by approximately $3.9 million (7.0 percent) during the year. This
increase is the product of increased taxable values.

= Charges for services decreased by approximately $1.1 million (3.6 percent) during the year
because of reduced revenue in building services, environmental health and public works
resulting from the slowdown of the building industry.

= Operating grants for governmental activities increased by $6.4 million (13.8 percent) during the
year. New grant awards furnished additional resources to supplement programs in the areas of
health, public safety, social services, and planning and environment.

= Capital grants and contributions increased by $2.4 million (218.3 percent) in 2003 due to grant
expenditure reimbursement for constructing the Head Start Facility and private contributions
made toward the cost of constructing the homeless shelter (Robert J. Delonis Center).

= |nvestment income decreased approximately $746,000 (31.2 percent) due to depressed interest
rates.

Expenses and Program Revenues - Governmental Activities
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For the most part, increases in expenses closely paralleled inflation and growth in the demand for
services. One noteworthy exception, however, was the County’s public safety function. The growth
in expenses of $4.6 million pertains to Sheriff operations. Jail overcrowding was a reality during
almost all of 2003, with a total of 14 overcrowding situations, resulting in increased costs to operate
because of increased staffing levels and additional medical services, food and supplies being needed
with the elevated number of inmates. In addition, police services expenditures increased due to the
higher than anticipated costs associated with providing contracted police services to local units,
overtime costs for normal operations and costs incurred from the August blackout. Furthermore, the
growth in expenses for Sheriff operations include continuous rising fringe benefit costs, an issue that is
outside the Sheriff’s control and impacts all functions of the County.

Revenue by Source - Governmental Activities
$153,494,307

2%

O Property taxes
1%

B Operating grants and contributions

O Grants and contributions not restricted to
specific programs

4%

O Charges for service

B Investment income and other

O Capital grants and contributions

34%

Business-type activities. Business-type activities increased the County’s net assets by $0.3 million,
accounting for 2.9 percent of the total growth in the government’s net assets for the current year. Key
elements of the current year increase are as follows:

= Charges for services for business-type activities decreased $224,569 in comparison to the prior

year. Expenditures decreased by $80,704. Both occurred due to lower delinquent tax and
property foreclosure activity during 2003.
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Expenses and Program Revenues - Business-type Activities
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Financial Analysis of the County’s Funds

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

Governmental funds. The focus of the County’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the County’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.

As of the end of the current fiscal year, the County’s governmental funds reported combined ending
fund balances of $38,241,322, a decrease of $4,764,995 in comparison with the prior year. Of the fund
balance amount, $34,664,753 constitutes unreserved fund balance, which is available for spending at
the government’s discretion.

The general fund is the chief operating fund of the County. At the end of the current fiscal year,
unreserved fund balance of the general fund was $6,323,675, while total fund balance was $7,464,432.
As a measure of the general fund’s liquidity, it may be useful to compare unreserved fund balance to
total fund expenditures. Unreserved fund balance represents 9.5 percent of total general fund
expenditures.

The fund balance of the County’s general fund increased by $68,662 during the current fiscal year.

This is primarily attributable to growth in property tax and grants and contributions, as previously
discussed above, relative to government-wide governmental activities.
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The financial position of the community support and treatment services fund improved by $429,004
during 2003, reducing the fund deficit to $123,167. This reduction, which was accomplished through a
transfer, is in accordance with the deficit elimination plan approved by the Board of Commissioners in
1998.

The parks and recreation fund had a total fund balance of $11,605,971, which increased by over $1.8
million in the current year. The growth in fund balance is attributable to a voter-approved millage for
the purpose of acquiring land. Fund balance will be used in subsequent years as the land acquisitions
are completed.

The building authority capital projects fund has a total fund balance of $2,203,339, which decreased by
$4.2 million during the year. The decrease is attributable to expenditures for building construction
projects. The remaining funds will be used for improvement, expansion or replacement of existing
facilities, which will take place in subsequent years.

The county capital projects fund has a total fund balance of $13,812,843, all of which will be used for
the remodeling and modification of existing facilities. In addition, improvements to existing facilities
such as replacement of roof systems, carpeting, and other interior finishes are also included. The net
decrease in fund balance during the current year in the county capital projects fund was $2,719,517.

Proprietary funds. The County’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Unrestricted net assets of the delinquent tax, property foreclosure and internal service funds at the end
of the year amounted to $139,036, $1,144,781 and $802,455, respectively. The delinquent tax fund had
a decrease in net assets for the year of $62,844, whereas the property foreclosure fund had an increase
of $344,220 and the internal service funds had a decrease of $495,031. Other factors concerning the
finances of the delinquent tax fund have already been addressed in the discussion of the County’s
business-type activities.

General Fund Budgetary Highlights

Revenues in the general fund (including transfers in) increased by approximately $2.7 million from the
original to the final budget. This was primarily attributable to a $1.8 million increase in the budget for
real estate transfer revenues as a result of a significantly high volume of transactions due in part to low
interest rates for mortgages, E-commerce for certified copies of records and miscellaneous increases in
fees and services. Budgeted transfers in increased by $800,000 to reflect monies for central dispatch
coming from the County’s E-911 fund. Various other small increases and decreases in budgeted
revenues took place also.
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There was a corresponding $2.7 million increase (3.3%) between the original and final amended
expenditure budget (including transfers out). There was a $1.6 million increase for the Sheriff’s
Department. $1.1 million was to cover salary, fringe benefit and overtime in the jail. $500,000 was to
cover food and medical contracts because the jail population has been over capacity. There was a
$786,000 in allocated increases in general government activities for county clerk/register of deeds
(personnel services for additional positions and overtime), finance and human resources (advertising
position vacancies and organizational/professional development). There was $419,000 in increases
allocated to judicial activities for trial court functions. Various other small increases and decreases in
budgeted expenditures also took place.

There was a net decrease of $316,000 in other unallocated expenditures and transfers out. The major
reason for this was that some transfers out were not executed during 2003. It should also be noted, that
other unallocated expenditures were designated as transfers out in the original budget, then reclassified
later in the year as other services and charges, and have final budget amounts in that category, but no
original budget amounts.

Overall during the year, both general fund revenues and expenditures were less than the final budget.

This resulted in an increase in the actual fund balance of $68,662, which was less than the final
amended budget amount by $181,338.

Capital Asset and Debt Administration

Capital assets. The County’s investment in capital assets for its governmental activities as of
December 31, 2003, amounted to $103,018,110 (net of accumulated depreciation). This investment in
capital assets includes land, buildings, improvements, and machinery and equipment. The total
increase in the County’s investment in capital assets for the current fiscal year was 13 percent. The
County’s business-type activities have no capital assets.

Major capital asset events during the current fiscal year included the following:
= Completion of three building projects (the Robert J. Delonis Center, the Head Start Facility,
and the Rolling Hills Water Park expansion) at a combined cost of approximately $12.5

million.

= New land purchases in the amount of $3.2 million under the Natural Areas Preservation
Program.

= Various buildings and building additions/improvements ($2.7 million), and new vehicles and
equipment ($2.5 million).
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Washtenaw County’s Capital Assets
(net of depreciation)

Governmental
activities
2003 2002
Land $ 12,267,428 $ 9,093,704
Construction in progress - 4,476,869
Buildings 76,213,465 63,390,229
Improvements other than buildings 7,744,610 7,631,489
Machinery and equipment 6,792,607 6,621,942
Total $ 103,018,110 $ 91,214,233

Additional information on the County’s capital assets can be found in note I11.C on pages 49-51 of this
report.

Long-term debt. At the end of the current fiscal year, the County had total bonded debt outstanding of
$44,035,000. This entire amount comprises debt backed by the full faith and credit of the County.

Washtenaw County’s Outstanding Debt
General Obligation

Governmental Business-type
activities activities Total
2003 2002 2003 2002 2003 2002
General obligation bonds  $ 35,035,000 $ 38,175,000 $ -$ - $ 35,035,000 $ 38,175,000
Delinquent tax notes - - 9,000,000 6,000,000 9,000,000 6,000,000
Total $ 35,035,000 $ 38,175,000 $ 9,000,000 $ 6,000,000 $ 44,035000 $ 44,175,000

The County’s total debt decreased by $140,000 (.32 percent) during the current fiscal year. The
County retired debt of $11,845,000 in general obligation bonds and $6,000,000 in delinquent tax notes
during 2003.
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The only new borrowing during the year was $8,705,000 in general obligation bonds for governmental
activities for the County’s space plan projects and $9,000,000 in delinquent tax notes for business-type
activities. Debt service requirements for general obligation bonds of $3,400,000 and interest of
$1,616,678 are payable during 2004. The principal payment for delinquent tax notes of $9,000,000
and an interest payment of $157,500 is due March 11, 2004.

The County has an “Aa3” rating for both general obligation bonds and tax notes from Moody’s. The
County has an “AA” rating for both general obligation bonds and tax notes from Standard & Poor’s.
Finally, the County has a “Prime-1” rating for general obligation tax notes from Fitch.

State statutes limit the amount of general obligation debt a governmental entity may issue to 10 percent
of its total assessed valuation (i.e., State Equalized Value). The current debt limitation for the County
is $1,504,569,055, which is significantly in excess of the County’s outstanding general obligation debt.
Additional information on the County’s long-term debt can be found in note 111.G on pages 54-60 of
this report.

Economic Factors and Next Year’s Budgets and Rates

The following factors were considered in preparing the County’s biennial budget for the 2004 and
2005 fiscal years:

= The economic downturn and stock market decline have impacted fiscal operations. Stock
market declines have increased the County’s funding obligation for its defined benefit pension
plans. This trend will continue into the foreseeable future.

= Interest rates have been at a fairly low level over the past few years. The 2004/2005 budget
assumes a rise in interest earnings at a level consistent with previous years, with rates between
4.5% and 5.0%.

= Insurance premiums, especially for governmental entities, have dramatically increased due to
the extensive settlement payments related to September 11" and the subsequent stock market
performance. The County has seen an 81% increase in liability costs over the past three years.
A related increase is a national trend in escalating healthcare insurance costs. Many national
projections point to a doubling of health care costs over the next four to five years.

= The unemployment rate for the County is currently 3.1%, which is an increase from a rate of
2.9% a year ago. This compares favorably to the state’s average unemployment rate of 7.0%
and the national average rate of 6.0%.

= Michigan has two constitutional laws that limit property tax growth to the rate of inflation or a
maximum allowable increase in an assessment of 5.0%, whichever is smaller. For the
2004/2005 budget the applicable inflation rate is only 1.5%. Therefore, property tax revenues
are budgeted to increase 5.39% in 2004 and 5.7% in 2005.
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= The State of Michigan has been dealing with projected budgetary shortfalls for the past two
years and has reduced or held flat the funding amounts for programs at the local level. The
distribution formula for State Revenue Sharing has been overridden and has instead been based
on the previous year’s distribution. For 2004 this amount is a 3% reduction from the 2003
distribution.

= The County has committed to maintaining a general fund balance that is at least 8.0% of
operating expenditures.

= [Inflationary trends in the region compare favorably to national indices.

Contacting the County’s Financial Management

This financial report is designed to provide a general overview of the County’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 Washtenaw County
Finance Department, 220 North Main Street, P.O. Box 8645, Ann Arbor, Michigan 48107-8645.
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WASHTENAW COUNTY
Statement of Net Assets
December 31, 2003

Primary Government

Governmental Business-type Component
Activities Activities Total Units
Assets
Cash and pooled investments $ 3698399 $ 10555009 $ 47,538978 $ 17,041,090
Receivables, net 74,586,417 8,861,992 83,448,409 53,177,596
Internal balances 62,916 (41,000) 21,916 -
Prepaid items and other assets 1,350,078 - 1,350,078 1,121,415
Capital assets not being depreciated 12,267,428 - 12,267,428 5,757,906
Capital assets being depreciated, net 90,750,682 - 90,750,682 66,294,005
Total assets 216,001,490 19,376,001 235,377,491 143,392,012
Liabilities
Accounts payable and accrued expenses 10,100,067 87,780 10,187,847 8,984,718
Accrued interest payable 484,000 - 484,000 378,711
Deferred revenue 59,338,846 - 59,338,846 502,901
Long-term liabilities:
Due within one year 5,028,001 9,000,899 14,028,900 6,076,996
Due in more than one year 40,694,347 3,505 40,697,852 49,301,252
Total liabilities 115,645,261 9,092,184 124,737,445 65,244,578
Net assets
Invested in capital assets, net of related debt 71,844,722 - 71,844,722 60,757,065
Restricted for:
Debt service 12,676 9,000,000 9,012,676 1,549,142
Capital projects 4,624,878 - 4,624,878 6,845,435
Other purposes 426,040 - 426,040 -
Unrestricted 23,447,913 1,283,817 24,731,730 8,995,792
Total net assets $ 100,356,229 $ 10,283817 $ 110,640,046 $ 78,147,434

The accompanying notes are an integral part of these financia statements.
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WASHTENAW COUNTY
Statement of Activities
Year Ended December 31, 2003

Program Revenues

-18-

Operating Capital
Chargesfor Grantsand Grantsand Net (Expense)
Functions/Programs Expenses Services Contributions Contributions Revenue
Primary gover nment
Governmental activities:
Legislative $ 597,651 $ - 8 - 8 - 3% (597,651)
Judicia 19,584,218 3,352,989 5,948,202 - (10,283,027)
General government 16,429,079 7,406,625 2,095,557 - (6,926,897)
Public safety 40,927,414 11,049,685 3,787,579 - (26,090,150)
Public works 2,246,625 187,780 1,649,900 - (408,945)
Health 30,669,892 3,279,950 23,482,287 - (3,907,655)
Social services 21,672,601 359,584 15,071,563 3,473,175 (2,768,279)
Culture and recreation 6,634,291 2,958,441 89,673 - (3,586,177)
Other activities 6,088,589 145,126 - - (5,943,463)
Interest on long-term debt 1,643,952 - 570,239 - (1,073,713)
Total governmental activities 146,494,312 28,740,180 52,695,000 3,473,175 (61,585,957)
Business-type activities:
Delinquent tax collection 180,046 2,563,993 - - 2,383,947
Property foreclosure 228,598 646,920 - - 418,322
Total business-type activities 408,644 3,210,913 - - 2,802,269
Total primary government $ 146902956 $ 31,951,093 $ 52695000 $ 3473175 $ (58,783,688)
Component units
Department of Public Works Projects $ 2543263 $ - 3 - $ 3893456 % 1,350,193
Drain Commissioner 1,118,423 259,125 - 700,307 (158,991)
Hazardous Materials Response Authority 62,866 30,726 18,735 - (13,405)
Road Commission 17,158,470 - 29,724,845 - 12,566,375
Total component units $ 20883022 $ 289,851 $ 29,743580 $ 4593763 $ 13,744,172
Continued...



Changesin net assets
Net (expense) revenue

General revenues:
Property taxes
Grants and contributions not
restricted to specific programs
Unrestricted investment earnings
Gain on sale of capital assets
Transfers - internal activities

Total general revenues
and transfers

Changein net assets

Net assets, beginning of year, restated

Net assets, end of year

WASHTENAW COUNTY

Statement of Activities (concluded)

Year Ended December 31, 2003

Primary Gover nment

Governmental Business-type Component
Activities ctivities Total Units

$ (61,585,957) $ 2,802,269 $ (58,783,688) $ 13,744,172

60,406,712 - 60,406,712 -

6,538,510 - 6,538,510 -

1,640,730 (74,699) 1,566,031 464,131

- - - 130,024

2,462,465 (2,446,194) 16,271 -

71,048,417 (2,520,893) 68,527,524 594,155

9,462,460 281,376 9,743,836 14,338,327

90,893,769 10,002,441 100,896,210 63,809,107

$ 100,356,229 $ 10,283,817 $ 110,640,046 $ 78,147,434

The accompanying notes are an integral part of these financial statements.
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ASSETS
Assets

Cash and pooled investments
Receivables:

Taxes - current

Taxes - delinquent

Accounts
Due from other funds
Interfund receivable
Due from other governments
Advances to other funds
Prepaid items

TOTAL ASSETS

LIABILITIESAND FUND BALANCES

WASHTENAW COUNTY
Balance Sheet - Governmental Funds

December 31, 2003

Liabilities
Accounts payable
Retainages payable
Accrued liabilities
Due to other funds
Due to other governments
Interfund payable
Deferred revenue
Advances from other governments

Total liabilities

Fund balances

Reserved:
Reserved for land acquisition
Reserved for long-term advances
Reserved for prepaid items

Unreserved:
Designated for subsequent

year's expenditures

Undesignated (deficit)

Undesignated, reported in nonmajor:

Specia revenue funds
Debt service funds

Total fund balances

LIABILITIESAND
EUND BALANCES

Community Building
Support & Authority County Other Total
Treatment Parks and Capital Capital Governmental Governmental
General Services Recreation Projects Projects Funds Funds
7,588,782 $ 12,767 $ 11,693,818 $ 3,387,403 $ 9030828 $ 3358181 % 35,071,779
49,559,017 - 7,771,911 - - - 57,330,928
472,472 - - - - - 472,472
81,866 118,923 - - - 436,871 637,660
558,294 40,831 1,395 - 1,893,289 2,451,141 4,944,950
- - - - 3,864,628 - 3,864,628
2,988,408 207,318 75,000 - - 6,070,695 9,341,421
1,130,507 - - - - - 1,130,507
10,250 725 - - - 13,548 24,523
62,389,596 $ 380,564 $ 19,542,124 $ 3,387,403 $ 14,788,745 $ 12,330,436 $ 112,818,868
135,501 $ 112,135 $ 22,695 $ 1,022,061 $ 120,611 $ 763,439 $ 2,176,442
- - - 162,003 - - 162,003
2,866,465 358,999 137,802 - 2,512 1,566,022 4,931,800
1,890,602 13,532 3,745 - 852,779 1,553,992 4,314,650
- 19,065 - - - 495,790 514,855
- - - - - 3,864,628 3,864,628
50,032,596 - 7,771,911 - - 725,461 58,529,968
- - - - - 83,200 83,200
54,925,164 503,731 7,936,153 1,184,064 975,902 9,052,532 74,577,546
- - 2,421,539 - - - 2,421,539
1,130,507 - - - - - 1,130,507
10,250 725 - - - 13,548 24,523
- - 7,749 - - 179,123 186,872
6,323,675 (123,892) 9,176,683 2,203,339 13,812,843 - 31,392,648
- - - - - 3,072,557 3,072,557
- - - - - 12,676 12,676
7,464,432 (123,167) 11,605,971 2,203,339 13,812,843 3,277,904 38,241,322
62,389,596 $ 380,564 $ 19,542,124 $ 3,387,403 $ 14,788,745 $ 12,330,436 $ 112,818,868

The accompanying notes are an integral part of these financial statements.
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WASHTENAW COUNTY
Reconciliation of Fund Balances on the Balance Sheet
for Governmental Fundsto Net Assets of
Governmental Activitieson the Statement of Net Assets
December 31, 2003

Fund balances - total governmental funds $ 38,241,322

Amounts reported for governmental activities in the statement of net assets
are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds.

Add - capital assets 132,424,695
Deduct - accumulated depreciation (32,010,251)
Other long-term assets are not available to pay for current-period
expenditures and therefore are not recorded in the funds. 4,127,883
Discounts and premiums on bonds are reported as other financing uses or
sources in the governmental funds, whereas they are capitalized and amortized
for net assets (and netted against bonds payable)
Add - bond discounts 47,500
Deduct - bond premiums (137,519)
Deferred charges for bond issuance costs are currently expended in the
governmental funds, whereas they are capitalized and amortized for net assets. 147,899
Losses on refunding are not reported in the governmental funds, whereas they
are capitalized and amortized for net assets (and netted against bonds payable) 462,200
Internal service funds are used by management to charge the costs of certain
activities such as insurance, worker's compensation, and building occupancy
and maintenance. The assets and liabilities of the internal service funds are
included in governmental activitiesin the statement of net assets. 3,406,121
Certain liahilities, such as bonds payable, are not due and payable in the current
period and therefore are not reported in the funds.
Deduct - bonds and notes payable (35,673,452)
Deduct - accrued interest on bonds payable (479,891)
Deduct - accrued compensated absences and other long-term liabilities (10,200,278)

Net assets of gover nmental activities $ 100,356,229

The accompanying notes are an integral part of these financial statements.

-21-



WASHTENAW COUNTY
Statement of Revenues, Expendituresand Changesin Fund Balances
Governmental Funds
Year Ended December 31, 2003

Community Building
Support & Authority County Other Total
Treatment Parksand Capital Capital Governmental Governmental
General Services Recreation Projects Projects Funds Funds
Revenues
Taxes $ 52227354 $ - $ 8179358 % - 0% - $ - $ 60,406,712
Licenses and permits 169,388 - - - - 3,247,893 3,417,281
Intergovernmental 10,563,759 16,249,725 - 498,306 235,935 27,967,592 55,515,317
Charges for services 16,262,412 352,114 2,955,183 - 553,461 3,647,499 23,770,669
Fines and forfeits 1,125,425 - - - - 67,221 1,192,646
Contributions - - - 2,740,824 - - 2,740,824
Investment income 612,244 - 339,490 131,686 352,432 62,443 1,498,295
Other 1,084,307 469,349 36,889 2,391 287,153 3,306,680 5,186,769
Total revenues 82,044,889 17,071,188 11,510,920 3,373,207 1,428,981 38,299,328 153,728,513
Expenditures
Current:
Legislative 578,996 - - - - - 578,996
Judicial 13,602,187 - - - - 5,552,452 19,154,639
General government 13,284,578 - - - - 1,420,600 14,705,178
Public safety 33,285,150 - - - - 6,482,040 39,767,190
Public works 402,840 - - - - 1,888,925 2,291,765
Health - 17,010,170 - - - 13,138,745 30,148,915
Social services 1,243,477 - - - - 20,719,618 21,963,095
Culture and recreation 718,738 - 9,658,975 - - 742,836 11,120,549
Other 3,634,853 - - - - - 3,634,853
Capital outlay - - - 7,531,928 5,553,384 - 13,085,312
Debt service:
Principal - - - - - 3,605,000 3,605,000
Interest and fiscal charges - - - - - 1,632,341 1,632,341
Bond issuance costs - - - 38,609 - 107,850 146,459
Total expenditures 66,750,819 17,010,170 9,658,975 7,570,537 5,553,384 55,290,407 161,834,292
Revenues over (under)
expenditures 15,294,070 61,018 1,851,945 (4,197,330) (4,124,403) (16,991,079) (8,105,779)
Other financing sour ces (uses)
Proceeds of refunding bonds - - - - - 8,705,000 8,705,000
Premium on refunding bonds - - - - - 151,271 151,271
Payment to refunding escrow agent - - - - - (8,748,421) (8,748,421)
Transfersin 925,501 367,986 - - 5,149,332 17,963,542 24,406,361
Transfers out (16,150,909) - - - (3,744,446) (1,278,072) (21,173,427)
Total other sources (uses) (15,225,408) 367,986 - - 1,404,886 16,793,320 3,340,784
Net change in fund balances 68,662 429,004 1,851,945 (4,197,330) (2,719,517) (197,759) (4,764,995)
Fund balances (deficit):
Beginning of year, restated 7,395,770 (552,171) 9,754,026 6,400,669 16,532,360 3,475,663 43,006,317
End of year $ 7464432 % (123167) $ 11605971 $ 2203339 $ 13812843 $ 3277904 $ 38,241,322

The accompanying notes are an integral part of these financial statements.
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WASHTENAW COUNTY
Reconciliation of the Statement of Revenues, Expenditures
and Changesin Fund Balances of Governmental Funds
to the Statement of Activities
Year Ended December 31, 2003

Net change in fund balances - total gover nmental funds $ (4,764,995)

Amounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report capital outlays as expenditures. However, in the statement
of activities the cost of those assets is allocated over their estimated useful lives and

reported as depreciation expense.
Add - capital outlay 15,740,400
Deduct - net loss on sale of capital assets (152,276)
Deduct - depreciation expense (3,386,196)

Revenues in the statement of activities that do not provide current resources are not
reported as revenues in the funds. (374,250)

Bond proceeds provide current financial resources to governmental funds in the period
issued, but issuing bonds increases long-term liabilities in the statement of net assets.
Repayment of bond principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the statement of net assets.

Deduct - refunding bond and note proceeds (8,705,000)
Add - payment to refunding bond escrow agent 8,748,421
Add - bond issuance costs 146,459
Deduct - premium on bonds (151,271)
Add - principal payments on long-term liabilities 3,605,000
Accrued interest expense on bonds and the amortization of bond issuance costs,
discounts, premiums and deferred losses are not recorded by governmental funds,
but are reported under interest and fiscal charges for purposes of net assets:
Accrued interest expense 71,398
Amortization of bond issuance costs (14,260)
Amortization of discount on bonds (2,500)
Amortization of premium on bonds 13,752
Amortization of deferred loss on refunding (46,221)
Internal service funds are used by management to charge the costs of certain activities
such as insurance, workers' compensation, and building occupancy and maintenance
toindividua governmental funds. The net revenue (expense) attributable to those funds
is reported with governmental activities.
Add - net operating income from governmental activitiesin internal service funds 195,644
Add - interest revenue from governmental internal service funds 142,435
Add - net loss on disposal of capital assets in governmental internal service funds (28,861)
Deduct - interest expense and fiscal charges from governmental internal service funds (33,780)
Deduct - net transfer from governmental internal service fund to debt service fund (770,469)
Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in the funds.
Deduct - increase in accrual for accrued compensated absences (770,970)
Changein net assets of gover nmental activities $ 9,462,460

The accompanying notes are an integral part of these financial statements.
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WASHTENAW COUNTY
Statement of Revenues, Expenditures and
Changesin Fund Balance - Budget and Actual
General Fund
Year Ended December 31, 2003

Variance with

-24-

Final Budget -
Budget Positive
Original Final Actual (Negative)
Revenues
Taxes $ 52,010,540 $ 52,256,714 $ 52,227,354 $ (29,360)
Licenses and permits 113,500 153,500 169,388 15,888
Intergovernmental 11,758,263 11,362,089 10,563,759 (798,330)
Charges for services 14,537,273 16,272,692 16,262,412 (10,280)
Fines and forfeits 1,275,600 1,275,600 1,125,425 (150,175)
Investment income 1,038,731 1,038,731 612,244 (426,487)
Other 885,379 1,136,973 1,084,307 (52,666)
Total revenues 81,619,286 83,496,299 82,044,889 (1,451,410)
Expenditures
Legidlative -
Board of commissioners 596,011 580,011 578,996 1,015
Judicial:
Circuit court 3,668,632 3,765,732 3,765,436 296
District court 3,593,308 3,783,308 3,783,023 285
Prabate court 740,384 799,484 799,297 187
Probate court - juvenile 2,977,180 3,040,180 3,038,952 1,228
Probation department 141,829 121,829 120,959 870
Public defender 2,065,243 2,095,243 2,094,520 723
Total judicial 13,186,576 13,605,776 13,602,187 3,589
General government:
Information technology 6,168,437 6,048,437 6,033,708 14,729
Building authority 6,588 7,788 7,688 100
Clerk / Register 4,036,879 4,564,288 4,563,721 567
Human resources 1,425,532 1,622,632 1,595,979 26,653
Drain commissioner 1,951,860 1,843,960 1,834,447 9,513
Equalization 1,242,756 1,242,756 1,242,366 390
Planning 1,197,306 1,120,966 1,116,859 4,107
Finance 3,436,184 3,625,684 3,622,354 3,330
Corporation counsel 249,740 250,740 250,176 564
Treasurer 1,106,396 1,251,396 1,245,944 5,452
Administrator 712,456 741,456 741,251 205
Allocated to other departments (9,061,303) (9,061,303) (8,969,915) (91,388)
Total general government 12,472,831 13,258,800 13,284,578 (25,778)
Continued...



WASHTENAW COUNTY
Statement of Revenues, Expenditures and

Changesin Fund Balance - Budget and Actual (Continued)
General Fund

Public safety:
Emergency management
Sheriff
Prosecuting attorney
Total public safety
Public Works:
Brownfield redevel opment
Public works
Total public works
Social Services:
Children's services
V eterans counselor
Total social services
Culture - county extension
Other unallocated expenditures
Total expenditures
Revenues over expenditures
Other financing sour ces (Uses)
Transfersin
Transfers out
Total other sources (uses)
Net change in fund balance

Fund balance, beginning of year, restated

Fund balance, end of year

The accompanying notes are an integral part of these financial statements.

Year Ended December 31, 2003

Variance with

Final Budget -
Budget Positive
Original Final Actual (Negative)

$ 635,427 $ 649,966 $ 648,995 $ 971
27,391,005 28,995,713 28,995,710 3
3,452,098 3,642,098 3,640,445 1,653
31,478,530 33,287,777 33,285,150 2,627
69,075 86,575 85,754 821
363,819 331,459 317,086 14,373
432,894 418,034 402,840 15,194
629,084 644,084 643,498 586
587,923 603,978 599,979 3,999
1,217,007 1,248,062 1,243,477 4,585
741,528 720,028 718,738 1,290
2,842,322 3,816,036 3,634,853 181,183
62,967,699 66,934,524 66,750,819 183,705
18,651,587 16,561,775 15,294,070 (1,267,705)
- 800,000 925,501 125,501
(18,401,587) (17,111,775) (16,150,909) 960,866
(18,401,587) (16,311,775) (15,225,408) 1,086,367
250,000 250,000 68,662 (181,338)
7,395,770 7,395,770 7,395,770 -
$ 7,645,770 $ 7,645,770 $ 7,464,432 $ (181,338)
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WASHTENAW COUNTY
Statement of Revenues, Expenditures and
Changesin Fund Balance - Budget and Actual
Community Support & Treatment Services
Special Revenue Fund
Year Ended September 30, 2003

Variance with

Final Budget -
Budget Positive
Original Final Actual (Negative)
Revenues
Intergovernmental $ 16,422,920 $ 15,951,019 $ 16,249,725 $ 298,706
Charges for services 362,805 362,805 352,114 (10,691)
Other 420,157 514,379 469,349 (45,030)
Total revenues 17,205,882 16,828,203 17,071,188 242,985
Expenditures
Health 17,239,724 17,066,189 17,010,170 56,019
Revenues over (under) expenditures (33,842) (237,986) 61,018 299,004
Other financing sour ces
Transfersin 293,842 367,986 367,986 -
Net change in fund balance 260,000 130,000 429,004 299,004
Fund deficit, beginning of year (552,171) (552,171) (552,171) -
Fund deficit, end of year $ (292,171) $ (422,171)  $ (123,167) $ 299,004

The accompanying notes are an integral part of these financial statements.
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WASHTENAW COUNTY
Statement of Revenues, Expenditures and
Changesin Fund Balance - Budget and Actual
Parks and Recreation Special Revenue Fund

Revenues
Taxes
Intergovernmental
Charges for services
Investment income
Other

Total revenues

Expenditures
Culture and recreation

Net change in fund balance
Fund balance, beginning of year

Fund balance, end of year

The accompanying notes are an integral part of these financial statements.

Year Ended December 31, 2003

Variance with

Final Budget -

Budget Positive

Original Final Actual (Negative)
$ 7919671 $ 7,919,671 $ 8179358 % 259,687
- 325,000 - (325,000)
2,634,485 2,634,485 2,955,183 320,698
200,000 200,000 339,490 139,490
44,865 254,865 36,889 (217,976)
10,799,021 11,334,021 11,510,920 176,899
11,616,039 14,805,038 9,658,975 5,146,063
(817,018) (3,471,017) 1,851,945 5,322,962
9,754,026 9,754,026 9,754,026 -
$ 8937008 $ 6,283,009 $ 11,605,971 $ 5,322,962
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Assets
Current assets:
Cash and pooled investments
Receivables:
Delinquent taxes
Interest and collection fees
Accounts
Due from other funds
Due from other governments
Inventories
Prepaid items
Total current assets

Noncurrent assets -
Capital assets, net

Total assets

Liabilities
Current liabilities:
Accounts payable
Accrued liabilities
Interest payable
Due to other funds

Genera obligation notes payable

Total current liabilities

Long-term liabilities:
Accrued compensated absences
Deferred revenue
Advances from other funds
Total long-term liabilities

Total liabilities

Net assets
Invested in capital assets, net
of related debt
Restricted for debt service
Unrestricted

The accompanying notes are an integral part of these financial statements.

WASHTENAW COUNTY

Statement of Net Assets
Proprietary Funds
December 31, 2003

Business-type Activities - Enter prise Funds Governmental
Delinquent Activities -
Tax Property Internal
Revalving Foreclosure Total Service Funds
$ 9,403,051 1,151,958 10,555,009 $ 1,912,190
7,354,648 - 7,354,648 -
1,507,344 - 1,507,344 -
- - - 562,410
150 - 150 2,306,867
- - - 2,113,643
- - - 112,692
- - - 1,064,964
18,265,193 1,151,958 19,417,151 8,072,766
- - - 2,603,666
18,265,193 1,151,958 19,417,151 10,676,432
- - - 107,027
- 2,773 2,773 2,124,740
85,007 - 85,007 4,109
41,150 - 41,150 2,874,251
9,000,000 - 9,000,000 -
9,126,157 2,773 9,128,930 5,110,127
- 4,404 4,404 220,799
- - - 808,878
- - - 1,130,507
- 4,404 4,404 2,160,184
9,126,157 7,177 9,133,334 7,270,311
- - - 2,603,666
9,000,000 - 9,000,000 -
139,036 1,144,781 1,283,817 802,455
$ 9,139,036 1,144,781 10,283,817 $ 3,406,121
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WASHTENAW COUNTY
Statement of Revenues, Expenses and
Changesin Net Assets
Proprietary Funds
Year Ended December 31, 2003

Business-type Activities - Enter prise Funds Governmental
Delinquent Activities -
Tax Property Internal
Revolving Foreclosure Total Service Funds
Operating revenues
Charges for services $ 920 $ 646920 $ 647,840 $ 28,143,143
Investment income 1,762,635 - 1,762,635 -
Collection fees on taxes 800,438 - 800,438 -
Total operating revenues 2,563,993 646,920 3,210,913 28,143,143
Operating expenses
Personnel services - 71,769 71,769 3,151,932
Contractual services 10,245 80,158 90,403 940,154
Supplies - 35,354 35,354 1,281,039
Occupancy - - - 2,038,265
Telephone - 198 198 809,859
Equipment repair and rental - 2,533 2,533 895,929
Building repair and rental - - - 267,786
Benefits and insurance premiums - - - 16,853,839
Other - 38,586 38,586 899,619
Depreciation - - - 809,077
Total operating expenses 10,245 228,598 238,843 27,947,499
Operating income 2,553,748 418,322 2,972,070 195,644
Non-oper ating income (expense)
Investment earnings (10ss) (100,597) 25,898 (74,699) 142,435
Interest expense and fiscal charges (169,801) - (169,801) (33,780)
Loss on disposal of equipment - - - (28,861)
Total non-operating income (expense) (270,398) 25,898 (244,500) 79,794
Income before transfers 2,283,350 444,220 2,727,570 275,438
Transfersin 250,000 - 250,000 150,349
Transfersout (2,596,194) (100,000) (2,696,194) (920,818)
Change in net assets (62,844) 344,220 281,376 (495,031)
Net assets, beginning of year 9,201,880 800,561 10,002,441 3,901,152
Net assets, end of year $ 9,139,036 $ 1,144,781 $ 10,283,817 $ 3,406,121

The accompanying notes are an integral part of these financial statements.
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WASHTENAW COUNTY
Statement of Cash Flows
Proprietary Funds
Year Ended December 31, 2003

Business-type Activities - Enterprise Funds Governmental
Delinquent Activities -
Tax Property Internal
Revolving Foreclosure Total Service Funds
Cash flows from operating activities
Cash received from customers $ 2,427,338 $ 646,921 $ 3,074,259 $ 2,037,311
Cash received from interfund services 41,000 - 41,000 27,986,688
Cash payments to employees - (65,789) (65,789) (3,260,502)
Cash payments to suppliers (10,245) (156,830) (167,075) (25,148,583)
Cash payments for interfund services - - - (446,589)
Net cash provided by operating activities 2,458,093 424,302 2,882,395 1,168,325
Cash flows from noncapital financing activities
Transfersin 250,000 - 250,000 150,349
Transfers out (2,596,194) (100,000) (2,696,194) (920,818)
Proceeds from issuing long term debt 9,000,000 - 9,000,000 -
Principa paid on long term debt (6,000,000) - (6,000,000) -
Interest paid on long term debt (166,309) - (166,309) -
Net cash provided by (used in) noncapital
financing activities 487,497 (100,000) 387,497 (770,469)
Cash flows from capital and related financing activities
Advances from other funds - - - (225,466)
Interest paid on capital |ease obligations - - - (15,824)
Proceeds from sale of equipment - - - 51,018
Payments for equipment acquistions - - - (830,193)
Net cash provided by (used in) capital
and related financing activities - - - (1,020,465)
Cash flows from investing activities
Investment earnings (l0ss) (100,597) 25,898 (74,699) 124,478
Net increase(decrease) in cash and cash equivalents 2,844,993 350,200 3,195,193 (498,131)
Cash and cash equivalents, beginning of year 6,558,058 801,758 7,359,816 2,410,321
Cash and cash equivalents, end of year $ 9,403,051 $ 1,151,958 $ 10,555,009 $ 1,912,190
Continued...
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Reconciliation of operating incometo net cash
provided (used) by operating activities:
Operating income
Adjustments to reconcile operating income
to net cash provided by operating activities:
Depreciation
Changes in assets and liagbilities:
Receivables
Due from other funds
Due from other agencies and governments
Inventories
Prepaid items
Accounts payable
Accrued liabilities
Due to other funds
Deferred revenue

Net cash provided by operating activities

WASHTENAW COUNTY
Statement of Cash Flows (concluded)
Proprietary Funds
Year Ended December 31, 2003

Business-type Activities - Enterprise Funds Governmental
Delinquent Activities -
Tax Property Internal

Revolving Foreclosure Total Service Funds

$ 2,553,748 $ 418,322 $ 2,972,070 $ 195,644
- - - 809,077

(136,655) - (136,655) 233,511

(150) - (150) (117,266)

- - 1,122,944

- - - 14,728

- - - (228,914)

- - - (116,925)

- 5,980 5,980 265,296

41,150 - 41,150 341,163

- - - (1,350,933)

$ 2,458,093 $ 424,302 $ 2,882,395 $ 1,168,325

The accompanying notes are an integral part of these financial statements.

-31-



WASHTENAW COUNTY
Statement of Fiduciary Net Assets
Fiduciary Funds
December 31, 2003

Pension and
Other Employee
Benefit Agency
Trust Funds Funds
Assets
Cash and pooled investments 708,829 $ 17,554,558
Investments, at fair value:
Mutual funds 39,224,012 -
Mortgages and asset backed securities 2,365,708 -
Common stocks 119,238,918 -
United States treasury strips 7,364,790 -
Other United States treasury securities 1,666,984 -
Other United States government securities 26,592,888 -
Corporate bonds and notes 14,173,324 -
Short-term investments 8,943,421 -
Accounts receivable 1,083 -
Accrued interest and dividends 513,020 -
Due from other governments - 328,340
Total assets 220,792,977 $ 17,882,898
Liabilities
Accounts payable 226,587 $ 6,529,652
Accrued liabilities 478,449 -
Due to other governments - 11,353,246
Total liabilities 705,036 $ 17,882,898
Net assets
Held in trust for pension and other employee
healthcare benefits 220,087,941

The accompanying notes are an integral part of these financial statements.




WASHTENAW COUNTY

Statement of Changesin Fiduciary Net Assets
Pension and Other Employee Benefit Trust Funds
Year Ended December 31, 2003

Additions
Investment income:
From investing activities:
Net appreciation in fair value of investments
Interest and dividends
Investment management fees
Net income from investing activities

From securities lending activities:
Gross earnings
Borrower rebates
Securities fees
Net income from securities lending activities
Total net investment income
Contributions:
Employer
Employees
Total contributions
Other additions
Total additions
Deductions
Participant benefits
Administrative expenses

Total deductions

Net additions (deductions) to net assets held in trust

Employees pension benefits $ 25,766,516
Postemployment healthcare benefits 4,552,025
Other employee benefits (329,980)

Total net additions to net assets held in trust
Net assets held in trust for benefits, beginning of year

Net assets held in trust for benefits, end of year

Restricted for employees' pension benefits 190,671,683
Restricted for employees’ postemployment healthcare benefits 29,253,485
Restricted for other employees benefits 162,773

Total net assets held in trust for ben