


Macomb County contains approximately 22,000 acres of industrial and institutional land. The County is
positioned well for more growth due to the fact that its land is only 50 percent developed. It is significant to
note that Macomb County already has sufficient sewer and water capacity to serve the undeveloped balance
of the County. The combination of these factors makes Macomb County a strategic location for manufacturing
facilities in the Midwest. New and ongoing construction of full service industrial parks, manufacturing plants,
office centers, research and development facilities, retail centers and residential construction continue to
expand the existing economic base.

People are one of the County's richest resources. From college degrees, to high tech training, to practical
experience, Macomb's work force of over 420,000 has it ali. Macomb County continues to be a major
manufacturing center, however the County experienced a major shift in employment during the decade of the
1990’s as it diversified its employment base away from manufacturing to the service sector. The percentage of
total County jobs in the manufacturing sector decreased from 35% in 1980 to 26% in 2000. Adding definition
to Macomb's robust and diverse work force is an agricultural heritage most evident in the northern portions of
the County, where second and third generation farmers maximize nature’s wealth.

There has been substantial industrial development in the County over the past thirty years. A mile wide
industrial corridor 12 miles long, located between Mound and Van Dyke Roads, comprises large industrial
establishments including General Motors Technical Center, DaimlerChrysler Corporation’s Warren Truck
Assembly Plant, Sterling Heights Stamping Plant, Sterling Heights Assembly Plant and the paint and vinyl
plants of Ford Motor Company, as well as the Detroit News and Detroit Free Press Sterling Heights printing
plant and General Dynamics Land Systems, which designs, manufacturers and supports armored weapons
systems and electronic products for the U.S. Army.

Electrical service is provided by the Detroit Edison Company. Consumers Energy Company and the
Southeast Michigan Gas Company supply natural gas. All three utilities have the capacity to supply large
industrial customers. AT&T provides telephone service.

Municipal water and sanitary sewer service is available in most of Macomb County’s urbanized areas. Large
tracts of vacant industrial and commercial land have access to these services.

There are over 2,988 retail trade establishments conveniently located throughout Macomb County offering the
consumer a full range of products and services.

Several large shopping malls are located in the County including the Macomb Mall located in the City of
Roseville and Lakeside Shopping Center located in the City of Sterling Heights. Lakeside Mall opened in
1976. It is the area’s largest shopping mall and employs approximately 2,200 people. This multi-level,
enclosed, climate-controlled regional mall is located on 545 acres and has 51 acres of lakes, parking lots for
8,000 vehicles and 1,485,000 square feet of gross leasable space. The major stores in the mall are Macy’s
(206,000 square feet), J.C. Penney (215,000 square feet), Sears (312,000 square feet) and Lord & Taylor
(160,000 square feet). There are approximately 180 other mall stores, specialty shops, restaurants and other
retail spaces in the mall.

Higher education is available to County residents at Macomb Community College, Baker College and
Davenport University.

Macomb Community College, (MCC) has three campuses located in the County which offer nearly 200 options
for degrees and certificates as well as continuing education courses, counseling, cultural activities and
community services to a current enroliment of 27,000 students. The College operates the 1,200 seat Macomb
Center for the Performing Arts, which is one of the finest facilities of its kind in the State of Michigan. The
Center presently brings a diversity of cultural arts experiences to nearly 260,000 annually. MCC is accredited
by eleven state, national and occupational associations, including the North Central Association. The



University Partnership Program is a unigue arrangement that is offered in partnership with four-year colleges
and universities providing Macomb County residents increased access to advanced education through a mix
of bachelor and master degree programs. The Degree Partnership Program is an alternative to “going away”
to coliege or attending a distant university extension center. Courses are taught by faculty from partnership
colleges and universities including: Central Michigan University, Ferris State University, Lawrence
Technological University, Oakland University, Rochester College, University of Detroit Mercy, Walsh College
and Wayne State University. Nearly 40 bachelor’'s degree completion and master’s degree programs are
offered.

Baker College of Clinton Township, located in a quiet residential setting, sits on 42 centrally located acres with
easy access from |-94 and [-696. Approximately 5,200 students enjoy a large variety of academic programs
including specialty offerings in elementary and secondary teacher preparation, nursing, radiology, surgical,
veterinary and computer technology programs. Baker College is accredited by The Higher Learning
Commission of the North Central Association. The Baker Center for Graduate Studies is also accredited by
the International Assembly of Collegiate Business Education.

The Macomb Intermediate School District (MISD) serves 21 public school districts in Macomb County. There
are over 138,000 K-12 students enrolled in Macomb County’s local school district and center based schools.
MISD provides services to the staff, students and parents of 145 elementary schools, 32 Middle Schools and
25 High Schools throughout the County. 18,000 students receive special education services. In addition to
the standard curriculum, direct services for special education students are provided through three schools for
the handicapped, a nursing home, the Macomb Regional Center, a special education work activities program,
programs for the severely emotionally impaired, and the Continuing Education for Youth Program. Macomb
County’s public schools also provide a variety of vocational and job training programs through its high schools
and vocational skill centers.

Macomb County residents are also served by a number of other institutions located outside of the County.
These include Lawrence Technological University, Oakland University, University of Detroit/Mercy, University
of Michigan-Dearborn, Wayne State University, Rochester College and Walsh College.

Eight general hospitals with a capacity of over 2,000 beds serve the area. There are also several special care
facilities and 24 private nursing homes within the County.

A full range of family living quarters is available in Macomb County including residential facilities in modern
urbanized areas, rural settings, historic villages and scenic waterfront sites along numerous inland lakes and
the shoreline of beautiful Lake St. Clair. There is a wide range of affordable housing throughout Macomb
County. The median value of an owner-occupied housing unit in 2000 was $139,200. The vast majority of
Macomb County’s housing (76 percent) is owner occupied, ranking it among the highest in the nation.

There are 6,500 acres of parkland located in Macomb County offering picnic sites, fishing, swimming, nature
hiking and boating facilities.

Approximately thirty miles of shoreline along Lake St. Clair provide access to fun and sports on the waters of
the Great Lakes. Public and private marinas provide docking facilities for more than 9,000 boats, ranking
Macomb County first in the State of Michigan in the number of boat slips available at its marinas.

Several highways and thoroughfares traverse Macomb County providing regional and statewide continuity for
movement of people, goods and services. Interstate 94 runs along the eastern border of the County and
continues across southern Michigan to Chicago. Interstate 696 crosses the southern portion of the County
providing a vital link between 1-94 and 1-75. M-53 helps provide an important link to the “Thumb Area” of the
State. M-59 provides an East-West link between 1-94 and I-75 across the County’s midsection, paralleling
1-696, which is, located nine miles to the south.



Macomb County has nearly 70 miles of main line railroad tracks owned by two companies, CONRAIL and
Grand Trunk Western Railroad. CONRAIL operates a service line along the western portion of the County
serving the area’s primary industrial corridor. This area is commonly referred to as the “Golden Mile” because
of its large concentration of major industrial facilities. The Grand Trunk Western line serves the eastern
portion of the County and connects Detroit-Windsor to the Port Huron-Sarnia area.

MAJOR INITIATIVES

News that DaimlerChrysler AG’s Chrysler Group would invest $350 million in two Macomb County facilities
was welcomed by officials throughout the area. A new $300 million paint shop at the Sterling Heights
Assembly Plant will feature retooling that will improve the coating process in all key areas of the paint shop —
including pretreatment, a paint mix room and spray booths. In addition, the new technology will increase
flexibility and efficiency that are expected to contribute to improved quality control and reduced costs. The
new paint shop will have the capability to paint any front wheel drive vehicle. The other local improvement will
be at the Warren Truck Assembly and Warren Stamping Plants, which both will receive multiple plant
upgrades to improve quality, productivity and worker ergonomics. The $50 million investment in Warren is
expected to increase flexibility at the facility and prepare it for Chrysler Group’s 20 all new vehicles coming in
the next few years.

Ford Motor Company announced that it will invest $320 million into the Van Dyke Transmission Plant in
Sterling Heights, part of $866 million to upgrade six Detroit-area operations. At the Sterling Heights Plant, the
money will be used to install a flexible machining line to assemble six-speed, front-wheel drive transmissions
for the next generation Ford Escape. The 1.8 million square foot Van Dyke plant, which opened in 1968,
employs 1,190 workers.

Construction is under way on a 48,000 square foot Children’s Hospital facility on a 4.3 acre site on Garfield,
south of 19 Mile Road in Clinton Township. The $15 Million facility will house outpatient children’s services,
including urgent care and general surgery. This is the first time Children’s Hospital is building a site from the
ground up outside of the city of Detroit. Health care professionals are expected to treat several thousand
patients annually.

St. John Health System is developing a new $23 Million medical campus on 23 Mile Road in Macomb
Township which will offer an emergency department, cancer radiation and chemotherapy services as well as
outpatient surgery. St. John will also construct an 80,000 square foot doctor’s building on the property. The
site contains sufficient property to develop a full service hospital which St. John hopes to construct at a future
date, if regulatory issues can be resolved.

Beaumont Hospital completed its first major development in Macomb County during the year on a 25 acre site
at Tilch and Hall Road in Macomb Township. Included in the first phase the developmentis a 75,000 square
foot four story physicians building and a 53,000 square foot outpatient services building. This $59 Million
project was developed on 15 of the 25 acres at the site. The remaining 10 acres will be held for future
development and expansion by Beaumont. Beaumont Hospital also opened a 40,000 square foot medical
facility in the City of Warren during the year and a 30,000 square foot medical office building in St. Clair
Shores. Beaumont also plans a major expansion of its campus on Dequindre in Sterling Heights with
construction to begin in 2007.

The continuing development of major medical facilities like those noted above bring in satellite businesses that
provide skilled jobs. St. John Health, Trinity Health, Henry Ford Health System and the Mount Clemens
Regional Medical Center all rank among the top ten employers in the County.



Developers are gearing up for the grand opening of the mammoth Heritage Village development, a housing
and retail site on 312 acres in Warren. The parcel was the last major piece of developable land in the city.
The estimated $400 million project will include 150 senior housing units as well as an additional 878 residential
units ranging from single family homes to condominiums. Located across from the GM Technical Center, the
vacant property is considered one of the most valuable parcels in Metropolitan Detroit because of its size and
proximity to freeways and Fortune 500 companies. Heritage Village is expected to produce $6.2 Million per
year in local tax revenue when completed.

The former 100 acre Hillcrest Country Club located on Groesbeck Highway in Clinton Township is currently
being developed for multiple uses including commercial, residential and public park space. This development
will include a 207,000 square foot Meijer Super Center, 50,000 square feet of multi-tenant retail, 178
condominiums, 30 acres of public parkland and an additional 15 acres of commercial property reserved for
future development.

Construction has started on the North Gratiot Interceptor, a new sewer system for the growing communities of
New Haven and Lenox Township. The existing sewer system is at or near capacity and a new interceptor is
needed to accommodate the expected new development. The new system will also help to prevent pollution
because it allows people to disconnect form septic tanks in areas where presently they do not have sanitary
sewers. Ric-Man Construction of Sterling Heights is the general contractor on the project, with Spalding De
Decker Associates of Rochester Hills the design engineer. The entire project will cost $50 million.

A $23 million sewer project will save the County $6 million while increasing sewer capacity and paving the way
for new economic growth in Chesterfield Township, New Haven and Lenox Township. The project will replace
a crumbling sanitary sewer line with a new 66-inch diameter pipe running 2.5 miles along 1-94 from Joy
Boulevard to 21 Mile Road. When the project is completed in late 2008, the line will serve as the downstream
leg of a network of new sewers in northeast Macomb County. The Detroit Water and Sewer Department
wanted to repair the existing pipe at a cost of $10 million and build a second sewer adjacent to it. The
Macomb County Public Works Commissioner opted to shut down the aging sewer and for an added cost of $4
million, upgrade plans for the new interceptor to boost capacity by about 20 percent. The added sewer
capacity will accommodate new sewer lines already under construction.

Faurecia Interior Systems, a Tier | automotive supplier, is preparing to open a third Macomb County based
facility. The new plant will provide just in time delivery of pre-assembled front-end and interior modules to
DaimlerChrysler’s Sterling Heights Assembly Plant. This emerging facility is located on Merrill Drive in Sterling
Heights, a mere two miles from the Sterling Heights Assembly Plant. Faurecia’s investment in the operation is
comprised of $3.4 million for building improvements and nearly $4.5 million for new machinery and equipment.

Burtek incorporated is a rapidly growing producer of custom designed and built land vehicles that are
manufactured exclusively for military, law enforcement and homeland security applications. The company,
with headquarters in Chesterfield Township, has recently expanded their operations to accommodate
increased orders coming from around the globe. Burtek has leased an additional 52,000 square feet of
manufacturing/assembly space and invested more than $1 million in new machinery and equipment. The
latest of their projects is a specially designed Mobile Radiation Portal Monitor, commissioned by the
Department of Homeland Security for use by the U.S. Border Patrol. As Burtek’s business expands they have
also been increasing their workforce. Having hired nearly 80 new employees last year, the company
anticipates creating up to 100 additional new jobs over the next two years.

Among the largest industrial projects in Macomb County over the past year, Cadence Innovation, formerly
know as Venture Industries, is establishing a major presence in Chesterfield Township. The newly
reorganized company, a Tier | supplier of auto interior components has elected to consolidate most of its
manufacturing activities under one roof. The new operation will occupy a 735,000 square foot building (a
former Visteon facility) located on 39 acres on 23 Mile Road, west of Gratiot. After having acquired the land



and building for $8.5 million, Cadence is investing nearly $6 million in renovations to the building and
purchasing nearly $50 million of new machinery and equipment. With secured contracts and new business
from OEM’s, Cadence expects to create 800 new jobs by the end of 2008.

In Roseville, Great Lakes Recycling has begun a series of improvements that reflect its growing prominence in
the recycling industry, as well as in the community. The recent purchase and renovation of a neighboring
building, which today serves as the headquarters for Great Lakes Recycling, puts a fresh face on the company
and is a welcome enhancement to Groesbeck Highway. As a leading recycler of paper, plastic and metal
materials originating from industrial, commercial and consumer waste streams, the purchase of new
machinery and equipment (an investment of nearly $2 million) will increase GLR'’s capabilities and improve
their competitive position in the global recycling industry.

For many years, Clinton Township was known as the burial ground for southeast Michigan because it was
home to four cemeteries. Now a bedroom community that includes a community college, a first-class hospital
and a variety of top-notch restaurants and banquet halls, Clinton Township is establishing an identity as an
entertainment center. In the next few years, the township will be home to a new “lifestyle” shopping center
complete with high-end restaurants and a new 14-screen movie theater. Construction is on schedule for the
Mall of Partridge Creek, a $600 million, 55-acre project on M-59 between Garfield and Romeo Plank Road,
four miles east of Lakeside Shopping Center in Sterling Heights.

Partridge Creek will include two upscale department stores in Nordstrom and Parisian. Both plan two-level,
129,000 square foot buildings. The 600,000 square foot center will feature 90 specialty stores and several sit
down restaurants. The shopping center is the first regional mall built in the county in 30 years. Six builders
are working on a variety of single family homes to be built in the 117 acre residential portion of the project. A
senior citizen assisted living center and a condominium development will also be included. Karen MacDonald,
a spokeswoman for the Taubman Co., the developer of the shopping center, said she anticipates the
construction of the center will require about 1,500 temporary construction related jobs and create about 2,000
permanent jobs in the shops, restaurants and related businesses in the completed shopping center.

The Southeast Michigan Council of Governments (SEMCOG) reported that Macomb County had the second
highest number of net new housing units in the seven county region in 2006. The 2,712 net new housing units
reflected the current housing slump in the region by showing a decrease of 36% below the 4,213 units
reported for 2005. Four of Macomb County’s cities and townships ranked in the top ten communities in the
region for total new units authorized in 2006. Macomb Township ranked second in the region with 657 units
authorized, followed by third place Warren with 433, fourth place Shelby Township with 430 and the city of
Sterling Heights with 220 units. Warren had not been is the top ten list since 1969.

The Southeast Michigan Council of Governments also reported that Macomb County added the most people
(48,957) and the most households (31,289) of any county in southeast Michigan between the 2000 U.S.
Census and July 2006. During the twelve months ending July 1, 2006, Macomb Township took first place in
the area for population growth followed by Shelby Township in third place and Sterling Heights in fourth place.

Macomb County's annual unemployment rate for 2006 of 7.2 percent was slightly higher than the Michigan
unemployment rate of 6.9 percent. The National unemployment rate was 4.6 percent.



FINANCIAL INFORMATION

As demonstrated by the statements and schedules included in the financial section of this report, the County
continues to meet its responsibility for sound financial management.

Budgeting Controls. The County maintains budgetary controls that are designed to ensure compliance with
legal provisions embodied in the annual appropriated budget approved by the Macomb County Board of
Commissioners. Activities of the general fund and special revenue funds are included in the annual county
budget. Project length financial plans are adopted for the capital projects funds. The level of budgetary
control (that is, the level at which expenditures cannot legally exceed the appropriated amount) is established
by function within an individual fund. The County also maintains an encumbrance accounting system as one
technique of accomplishing budgetary control on a line item basis.

Pension Trust Fund. The County has a Defined Benefit Pension Plan referred to as the Macomb County
Employee's Retirement System (MCERS). It is worthy to note that MCERS is fully funded. The annual
actuarial valuation continues to reflect a positive trend in the funding of the MCERS. A detailed discussion of
the performance of Macomb County’s pension plan can be found in the notes to the financial statements.

Health Care Trust Fund. The County began to pre-fund Retiree Health Care benefits through the
establishment of a trust for that purpose in 1997. The trust held funds in excess of $106 million at year-end.
These funds are restricted for future payment of Retiree Health Care expenses. The County’s long term goal
is to fully fund its Retiree Health Care liability.

Debt Administration. Macomb County has received the highest possible credit rating from both Moody'’s
Investors Service (Aaa) and Standard & Poor’s (AAA), two of the country’s most prestigious Wall Street rating
agencies. Only two other counties of 83 in Michigan and 34 other counties of 3,066 in the nation enjoy this
distinction. A detailed discussion of Macomb County’s long-term debt can be found in the MD&A as well as the
notes to the financial statements.

Cash Management. Cash temporarily idle during the year was invested by the County Treasurer.
Investments, except those of the Pension and Health Care Trust Funds and the Deferred Compensation Plan,
are administered by the Treasurer in compliance with the provisions of Public Act 20 of 1943 as amended.
Significant policies include:

¢ Investments of the County are held in the County’s name

¢ Investments are in U.S. Treasury obligations, banker’s acceptances, certificates of deposit, and
commercial paper top rated by not less than two of the four rating services: Standard and Poors, Moody's
Investors Service, Fitch Investors Services and Duff and Phelps.

e Only federal and state-chartered banks and savings institutions, which are members of FDIC, are utilized.

o State law requires the use of in-state banks.

The County's investment policy is to minimize credit and market risks while maintaining a competitive yield on
its portfolio. Additional data related to investments is listed in the notes to the financial statements. The
County's investment policy is reviewed periodically by the Board of Commissioners.

Risk Management. All County agencies and departments except the Martha T. Berry Medical Care Facility are
self insured for losses of a General Liability nature up to $500,000 per claim. The Martha T. Berry Medical
Care Facility is self insured for General Liability and Medical Malpractice. The County is a defendant in
various lawsuits in which plaintiffs seek damages of an indeterminable amount. The General Liability Internal
Service Fund has been established to account for the self-insured aspects of this program. The Risk
Management and 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.



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 Macomb County for its Comprehensive Annual
Financial Report (CAFR) for the fiscal year ended December 31, 2005. The Certificate of Achievement is a
prestigious national award recognizing conformance with the highest standards for preparation of state and
local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and
efficiently organized comprehensive annual financial report, whose contents conform to program standards.
Such CAFR must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. Macomb County has received a Certificate
of Achievement for the last twenty one consecutive years. We believe that our current report continues to
conform to the Certificate of Achievement program requirements, and we are submitting it to the GFOA for
consideration.

The National Association of Counties (NACo) recognized Macomb County for its commitment to excellence by
awarding the County thirteen NACo Achievement Awards. NACo presents the awards annually, to counties
across the country, for innovative programs that enhance service to citizens or improve county management,
service or structure. In 2006, for the 25" consecutive year, Macomb County received more NACo awards
than any of the other 82 counties in Michigan. These awards are listed in the Macomb County Board of
Commissioners Annual Report which is available on the Macomb County website at
www.macombcountymi.gov.

Acknowledgments. The preparation of the Comprehensive Annual Financial Report on a timely basis was
made possible by the dedicated service of the entire staff of the Finance Department. Each member of the
department has my sincere appreciation for the contribution made in the preparation of this report.

In closing, | would also like to thank the Macomb County Board of Commissioners for the leadership they have
shown during the past year in supporting the operations of the County.

S rely,

David M. Die
Finance Dirgcfor
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