
























































MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 4 — Long-Term Debt

The following is a summary of the long-term liability transactions for the year ended December 31, 2006:

Beginning Ending Due Within
Issue Balance Additions Reductions Balance One Year
Primary Government
Governmental activities
Criminal Justice Bldg Authority
Series 1989 Jail Renovation $ 300,000 $ - 8 - % 300,000 $ -
Series 1996 Refunding 670,000 - 330,000 340,000 340,000
Series 2002-B Refunding 5,245,000 - 275,000 4,970,000 275,000
Building Authority
Series 1996-A Warren Satellite 450,000 - 225,000 225,000 225,000
Series 1999 Verkuilen Bidg 550,000 - 130,000 420,000 135,000
Series 2000 Clemens Center 650,000 - 150,000 500,000 150,000
Series 2002 MTB/Youth Home 28,500,000 - 1,150,000 27,350,000 1,200,000
Series 2002-A Refunding 7,605,000 - 635,000 6,970,000 660,000
Series 2004 Warehouse 4,925,000 - 175,000 4,750,000 200,000
Series 2004-A Public Works Bldg 4,100,000 - 150,000 3,950,000 150,000
Series 2005 Clemens Refunding 2,875,000 - 30,000 2,845,000 30,000
Series 2005 Commun System/Dist Court 19,380,000 - 725,000 18,655,000 725,000
MI Transportation Fund
Series 2000-A Bridge Bonds 3,720,000 - 295,000 3,425,000 310,000
Series 2004-B Bridge Bonds 9,800,000 - 200,000 9,600,000 350,000
88,770,000 - 4,470,000 84,300,000 4,750,000
Other liabilities
Compensated Absences 6,604,495 1,252,275 1,504,406 6,352,364 1,000,000
General liability claims 2,683,890 2,338,431 251,084 4,771,237 850,000
Workers' compensation claims 1,790,146 718,080 866,165 1,642,061 900,000
99,848,531 4,308,786 7,091,655 97,065,662 7,500,000
Component Units
Drain Commissioner
Special Assessment Debt 83,155,000 525,000 4,775,000 78,905,000 4,565,000
Road Commission
Compensated Absences 1,438,284 9,258 - 1,447,542 -
General liability claims 1,620,538 28,823 21,738 1,627,623 55,747
Workers' compensation claims 388,303 164,598 215,541 337,360 281,613
Total Road Commission 3,447,125 202,679 237,279 3,412,525 337,360
Grand Totals $ 186450656 $ 5036465 §$ 12,103,934 § 179,383,187 $ 12,402,360
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 4 — Long-Term Debt (continued)

Long-term bonded debt of the Primary Government and Component Units consists of the following:

Interest Maturing Original Issue Balance
Issue Rate Date of Issue Through Amount End of Year
Primary Government
Governmental activities

Criminal Justice Building Authority
Series 1989 Jail Renovation 4.00-8.50%  9/1/1989 5/1/2008 3,800,000 300,000
Series 1996 Refunding 4,00-5.80 2/1/1996 5/1/2007 3,190,000 340,000
Series 2002-B Refunding 2.00-4.00 1/1/2003 7112013 5,830,000 4,970,000

Macomb County Building Authority
Series 1996-A Warren Satellite Renovation 3.80-4.80 5/1/1997 5/1/12007 1,700,000 225,000
Series 1999 Verkuilen Bldg Renovation 4.00-4.90 11/1/1999 5/1/2009 1,205,000 420,000
Series 2000 Clemens Center 4.70-5.70 8/1/2000 5/1/2020 4,000,000 500,000
Series 2002 MTB/Youth Home Renovation 3.50-5.00 5/1/2002 5/1/2022 32,000,000 27,350,000
Series 2002-A Refunding 2.50-4.00 12/1/2002 5/1/2015 8,885,000 6,970,000
Series 2004 Warehouse 2.00-5.00 5/1/2004 5/1/2024 5,100,000 4,750,000
Series 2004-A Public Works Bldg 3.004.50 11/1/2004 5/1/2024 4,250,000 3,950,000
Series 2005 Clemens Refunding 3.25-5.00 12/1/2005 5/1/2020 2,875,000 2,845,000
Series 2005 Commun System/Dist Court 3.754.50 12/1/2005 11/1/2025 19,380,000 18,655,000

Michigan Transportation Bonds
Series 2000-A Bridge Bonds 5.375-5.625  6/1/2000 12/1/2015 5,000,000 3,425,000
Series 2004-B Bridge Bonds 3.004.75 5/1/2004 12/1/2024 10,000,000 9,600,000
Total Primary Govermment 107,215,000 84,300,000
Public Works Component Unit
Special Assessment Debt

Busch Drain 3.80- 4.55 10/1/1998 5/1/2014 1,250,000 825,000
Green Enclosure 2.80-5.70 7/111992 5/1/2007 1,065,000 100,000
Hawken Drain 4.30-5.25 8/1/2000 5/1/2015 795,000 500,000
Hayes Drain 4.50-5.20 8/1/2000 5M/2015 1,095,000 875,000
Plumbrook Bridge Replacement 4.00-5.00 8/1/2000 51712015 2,800,000 2,050,000
Schmidt Drain 525,000 525,000
17 Mile Road Drain & Branches 4.00 - 8.00 4/1/1973 5/1/2013 3,550,000 1,885,000
17 Mile Road Extension 3.00-4.50  11/01/2001 11/01/2016 1,725,000 1,325,000
Sterling Relief Lateral 12B Extension 2.00-4.00 09/01/2003  11/01/2012 885,000 670,000
Warren Sanitary Refunding 4.40-4.45 12/1/1997 1/1/2007 4,750,000 220,000
Armada Village MCSSS 2.00 1/23/1992 10/1/2011 1,170,000 350,000
Chesterfield New Haven, Lenox Section 5.00 - 10.00 5111998 10/1/2007 2,775,000 275,000
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)

December 31, 2006
Note 4 — Long-Term Debt (continued)
Interest Maturing Original Issue Balance
Issue Rate Date of Issue Through Amount End of Year
Public Works Component Unit
Special Assessment Debt
Macomb County Water Supply System #13
(Lenox Township Section 2) 4.80-5.50 3/1/1994 5/1/2008 1,590,000 295,000
Macomb County Water Supply System #14
(Lenox Township Section 3 4.75-5.40 3/1/1997 11/1/2011 1,050,000 620,000
Macomb County Waste Water Treatment System -
Armada Refunding Bonds 3.70-450 6/1/1999 11/1/2007 990,000 250,000
Lake St. Clair Clean Water Initiative Series A 4.30-4.90 1/1/2001 10/1/2018 9,990,000 9,030,000
Lake St. Clair Clean Water Initiative
State Revolving Fund Series #1 (5186-01) 2.50 Various  10/01/2022 20,670,000 17,320,000
Lake St. Clair Clean Water Initiative Phase H, No. 2 04/01/2002  04/01/2023 5,000,000 4,585,000
Lake St. Clair Clean Water Initiative
State Revolving Fund Series #2 (5186-02) 2,50 Various  04/01/2022 13,630,000 11,420,000
Lake St. Clair Clean Water Initiative
State Revolving Fund Series #3 (5186-03) 2.50 Various  04/08/2022 2,640,000 2,210,000
Lake St. Clair Clean Water Initiative
State Revolving Fund Series #4 (5186-04) 2,50 Various  10/01/2022 5,550,000 4,650,000
Lake St. Clair Clean Water Initiative
State Revolving Fund Series #5 (5186-05) 2.50 Various  10/01/2022 855,604 855,000
Lake St. Clair Clean Water Initiative Series 2004A 4.375-5.150  06/01/2004  10/01/2029 5,000,000 4,755,000
Lake St. Clair Clean Water Initiative Series 2004B 4.375-5150  06/01/2004  10/01/2029 14,000,000 13,315,000
Total Public Works Component Unit 103,350,604 78,905,000
Total Reporting Entity $ 210,565,604 $ 163,205,000

All long-term obligations are presented as of December 31, 2006 except for the Special Assessment Debt
with Governmental Commitment and Road Commission obligations, which are presented as of September 30,
2006. Special assessments receivable have been pledged by various local units of government for the
payment of principal and interest on the Special Assessment Debt with Governmental Commitment. The
County has also pledged its full faith and credit as additional security for the payment of the principal and
interest on the Special Assessment Debt with Governmental Commitment in the event that the monies
required to pay the principal and interest on the bonds are not collected by the aforementioned special
assessments.
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 4 — Long-Term Debt {continued)

The annual requirements necessary to pay principal on the obligations of the Primary Government and
Component Units outstanding at year-end, exclusive of the compensated absences, general liability and
workers’ compensation accruals, are as follows:

Principal Maturities

Primary Government Public Works
Criminal Justice  MI Transportation Special

Year Building Authority Building Authority Bonds Total Assessment Debt
2007 $ 3,475,000 3 615,000 660,000 $ 4,750,000 $ 4,565,000
2008 3,375,000 570,000 675,000 4,620,000 4,075,000
2009 3,480,000 270,000 740,000 4,490,000 3,965,000
2010 3,445,000 865,000 760,000 5,070,000 4,115,000
2011 3,595,000 1,155,000 775,000 5,525,000 4,230,000
2012-2016 19,490,000 2,135,000 4,215,000 25,840,000 20,610,000
2017-2021 19,475,000 - 2,800,000 22,275,000 19,445,000
2022-2026 9,330,000 - 2,400,000 11,730,000 11,490,000
2027-2031 - - - - 6,410,000
$ 65,665,000 § 5,610,000 $ 13,025,000 $§ 84,300,000 $ 78,905,000

The annual requirements to pay interest on the obligations of the Primary Government and Component Units
outstanding at year-end, exclusive of the compensated absences accrual, are as follows:

Interest Maturities

Primary Government Public Works
Criminal Justice Ml Transportation Special

Year Building Authority Building Authority Bonds Total Assessment Debt
2007 $ 2,726,426 $ 208,775 588,126 $ 3,523,327 $ 2,836,516
2008 2,598,331 186,125 558,776 3,343,232 2,680,083
2009 2,469,579 170,600 528,618 3,168,797 2,548,647
2010 2,339,194 161,150 495,844 2,996,188 2,414,592
2011 2,206,288 128,712 461,544 2,796,544 2,274,225
2012-2016 8,731,036 125,400 1,712,278 10,568,714 9,219,014
2017-2021 4,581,034 - 943,500 5,524,534 6,017,088
2022-2026 778,345 - 226,000 1,004,345 2,897,444
2027-2031 - - - - 549,641
$ 26,430,233 $ 980,762 $ 5,514,686 $ 32,925,681 § 31,437,250

Defeased debt - In prior years, the County defeased certain general obligation bonds by placing the

proceeds of new bonds in an irrevocable trust to provide for all future debt service payments on the old
bonds. Accordingly, the trust account assets and liability for the defeased bonds are not included in the
financial statements of the County. At December 31, 2006, the amount of defeased debt outstanding but not
reported as long-term debt of the County totaled $2,975,000 and $ 125,000 for the primary government and
Public Works Component Units, respectively.
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 5 — Interfund Receivables, Payables and Transfers

Due From Due To Due From Due To Primary
Fund Other Funds Other Funds Component Units Government
General Fund $ 3,407,004 $ 524,088 $ 2,820,360 § -
Special Revenue
Child Care 4,830 - - -
Emergency Management Grants 10,922 1,049,777 - -
Friend of the Court 661 - - -
Prosecuting Attomey Grants 63,339 - - -
Senior Citizen Services 1,275 3,444 - -
Sheriff Grants 2,472 628,875 - -
Social Welfare - 1,738,281 - -
83,499 3,420,377 - -
Business-type activities Funds
Martha T. Berry - 570,095 - -
Fiduciary Funds
Pension Trust 1,051,252 904,270 - -
Retiree Health Fund - 3,400,836 - -
Agency Funds 3,767,020 - - -
4,818,272 4,305,106 - -
Component Units
Michigan Works ! - - - 2,820,360
Reporting Entity Subtotal 8,308,775 8,819,666 2,820,360 2,820,360
Imbalance caused by the timing effects
of interfund transactions in funds with
different year-end reporting dates ' 510,891 - - -

$ 8819666 $ 8819666 § 2,820,360 $ 2,820,360
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 5 — Interfund Receivables, Payables and Transfers (continued)

Fund Transfers In Transfers Out
General Fund $ 23,339,929 $ 61,961,328
Revenue Sharing Reserve - 14,533,809
Special Revenue

Chiid Care 15,542,741 75,577
Community Services Agency 1,245,382 -
Friend of the Court 6,006,979 3,000,000
Health 13,410,156 -
Health Grants 365,400 -
Library 2,672,042 -
MSU Extension 225,773 200,773
Prosecuting Attorney Grants 716,384 100,000
Senior Citizens Services 1,670,584 3,788
Sheriff Grants 1,075,843 6,267
Social Welfare 1,160,088 -
Urban County Block Grant 133,630 79,000
Other Special Revenue 784,616 169,839
45,009,618 3,635,244
Debt Service Fund 7,622,576 -

Capital Projects Funds
Bridge program - 399,104
District Court Building 144,000 -
E-911 Radio System 78,278 -
Martha T. Berry Renovation 892,260 -
Public Works Building 2,885,925 237,337
Warehouse 188,890 -
General County Capital Projects Funds 9,998,462 13,583,655
14,187,815 14,220,096

Intemal Service Funds
Equipment Revolving 1,682,317 -
General Liability Insurance . 100,000 -
1,782,317 -

Business-type activities

Delinquent Tax Revolving - 8,727,120
Community Mental Health 5,806,508 -
Martha T. Berry Medical Care Facility 3,735,379 -
Fredom Hill Park 803,788 -

10,345,675 8,727,120
Subtotal 102,287,930 103,077,597

Imbalance caused by the timing effects
of interfund transactions in funds with
different year-end reporting dates 789,667 -

$ 103,077,597 $ 103,077,597
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 5 — Interfund Receivables, Payables and Transfers (concluded)

The governmental capital projects funds of the County paid for certain capital improvements at the Martha T.
Berry in the current and prior years. The value of the reported assets totaled $18,116,541 and is reflected
under the caption Transfers - Other in the Statement of Revenues, Expenses and Changes in Fund Net
Assets of the Martha T. Berry business-type unit.

Interfund advances at December 31, 2006 were:

Advances Advances
Fund Receivable Payable
General Fund $ 300,000 $ -
Internal Service - Equipment Revolving - 300,000

$ 300,000 $ 300,000

Note 6 — Deferred Compensation

The County offers its employees a deferred compensation plan in accordance with Internal Revenue Code
Section 457. The plan, available to all County employees, permits them to defer a portion of their salary until
future years. The deferred compensation is not available to employees until termination, retirement, death or
unforeseeable emergency. All amounts of compensation deferred under the plan, all property and rights
purchased with those amounts and all income attributable to those amounts are held in trust for the exclusive
benefit of participants and their beneficiaries. In accordance with GASB Statement No. 32, “Accounting and
Financial Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans”, the assets of the
plan are no longer reported as assets of the employer.

Note 7 — Employees’ Retirement System

Plan Description _and Provision — The County sponsors and administers the Macomb County Employees’
Retirement System (the “System”), a single employer defined benefit plan covering substantially all of the
County’s employees. The System was established in accordance with state statutes to provide retirement
benefits for the employees of the County and its several offices, boards and departments, including the
County Road Commission.

At December 31, 2005 (date of the most recent actuarial valuation) the System’s membership consisted of:

Retirees and benéeficiaries currently receiving benefits 1,779
Terminated employees entitled to benefits but not yet receiving them 223
Active employees covered by the plan 2,851
Total membership 4,853
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 7 — Employees’ Retirement System (continued)

Separate independently audited financial statements are not issued for the System; therefore, condensed
financial statements as of and for the year ended December 31, 2006 are presented below:

Statement of Fiduciary Net Assets

ASSETS
Cash and investments $ 848,164,478
Securities lending collateral 51,020,847
Receivables 1,970,578
Due From Other Funds 1,051,252
Total assets 902,207,155
LIABILITIES
Accounts payable 1,179,713
Due to other funds 904,270
Obligations under securities lending 51,020,847
Total Liabilities 53,104,830
NET ASSETS $ 849,102,325
Statement of Changes In Fiduciary Net Assets
ADDITIONS
Contributions
Employer $ 20,215,000
Employee 5,897,034
Investment income 111,554,754
Total additions 137,666,788
DEDUCTIONS
Benefit payments 35,788,069
Other expenses 465,581
Total deductions 36,253,650
Net increase in net assets 101,413,138
Net assets held in trust , beginning of year 747,689,187
Net assets held in trust , end of year $ 849,102,325
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 7 — Employees’ Retirement System {continued)

Retirement Benefits- The following is a summary of the benefits provided to the members of the system. All
members become vested in the System after 8 years of service.

General County- The majority of employees may retire if their age plus years of service equals or exceeds
70 and they have attained a minimum age of 50. The annual retirement benefit, payable monthly for life,
is computed at 2.4% of final average compensation for the first 26 years of service and 1% for every year
thereafter, with a maximum employer pension of 65%. Employees not covered by the provisions
described above may retire at age 55 with 25 or more years of service or age 60 with 8 years of service.
The annual retirement benefit, payable monthly for life, for these employees is computed at 2.2% of final
average compensation for each year of service, with a maximum employer pension of 66%

Sheriff Department- Employees may retire at any age with 25 or more years of service or age 60 with 8
years of service. The annual retirement benefit for the Sheriff and deputies, payable monthly for life, is
computed at 2.64% of final average compensation multiplied by credited years of service with a maximum
employer pension of 66%. The factor for the undersheriff, captains, jail administrator, command officers,
corrections officers and dispatchers is 2.4% for the first 26 years of service and 1% for every year
thereafter, with a maximum employer pension of 66%.

Road Commission- Employees may retire at age 55 with 25 or more years of service, at age 60 with 8 years
of service or regardless of age if their age plus years of service equals or exceeds 70. The annual
retirement benefit, payable monthiy for life, is computed at 2.4% of final average compensation multiplied
for the first 26 years of service and 1% for every year thereafter, with a maximum employer pension of
65%.

The System also provides death and disability benefits. If an employee leaves covered employment or dies
before 8 years of credited service, accumulated employee contributions plus interest at the rate of 3.5% per
year is refunded to the employee or designated beneficiary.

Basis of Accounting — The financial statements of the System are prepared using the accrual basis of
accounting. Employee and employer contributions are recognized in the period that the contributions are due.
Benefits and refunds are recognized when due and payable according to the terms of the plan.

Method Used fo Value Investments — In accordance with GASB Statement 25, “Financial Reporting for
Defined Benefit Plans and Note Disclosures for Defined Contribution Plans”, investments are reported at fair
value, as indicated by quoted market prices as of December 31, 20086.

Funding Policy — The System’s funding policy provides for periodic employer contributions at actuarially
determined rates that, expressed as percentages of annual covered payroll, are designed to accumulate
sufficient assets to pay benefits when due. The County’s required contribution for 2006 was $20,215,000.
Administrative costs of the System are financed from investment earnings. General County employees
contribute 2.5% or 3.5% of their annual salary to the System depending upon classification. Road
Commission employees contribute 3.5% of their annual salary. Sheriff employees contribute 4.0% of their
annual salary. The County contributes the remaining amounts necessary to fund the System, using the
actuarial basis specified by statute.
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 7 — Employees’ Retirement System (concluded)

Annual Pension Cost and Net Pension Obligation — During the year ended December 31, 2006, employer
contributions totaled $20,215,000, as required by the actuarial valuation of the plan as of December 31, 2004.
The normal cost and actuarial accrued liability are determined using an entry age actuarial funding method.
Unfunded actuarial accrued liabilities (UAAL) due to benefit and assumption changes are being amortized as
a level percent of payroll over a 14 year closed period. Remaining UAAL is being amortized as a level
percent of payroll over an 8-year open period. The County has historically contributed 100% of the annual
required contribution. Three-year trend information regarding the County’s annual pension cost, percent
contribution and net pension obligation are presented below.

Year Ended Annual Pension Percentage of Net Pension

December 31 Cost (APC) APC Contributed Obligation
2004 8,577,844 100 -
2005 14,854,000 100 -
2006 20,215,000 100 -

Significant actuarial assumptions used in determining the annual required contribution include (a) a rate of
return on the investment of present and future assets of 7.5% per year compounded annually, (b) projected
salary increases of 5.0% per year compounded annually, attributable to inflation, (¢) additional projected
salary increases ranging from 1.2% to 5.0% for various members per year, depending on service, attributable
to seniority/merit, and (d) the assumption that benefits will not increase after retirement. The actuarial value
of assets was determined using techniques that smooth the effects of short-term volatility in the market value
of investments over a five-year period.

Securities Lending — The Macomb County Employees’ Retirement System is authorized to participate in
securities lending agreements with its custodian. Such transactions involve loans of securities to
broker/dealers and other entities for collateral with a simultaneous agreement to return the collateral for the
same securities in the future and are perceived to be invisible to the third party money managers who
manage segments of the portfolio. The market for securities lending has developed to provide temporary
access to a large portfolio of securities for broker/dealers who have a need to borrow specific instruments.
Broker/dealers collateralize their borrowings (typically in cash) to 102% of the security vaiue for domestic
securities and 105% for foreign securities and this collateral is adjusted daily to maintain the appropriate level.
The System had no credit risk exposure to borrowers at year-end since the borrowers had collateralized the
securities on loan at 102%. In addition, the system is indemnified through its agreement with its custodian
should borrowers fail to return securities lent or fail to pay the System income distributions by the securities’
issuers while the securities are on loan. The System may not pledge or sell collateral securities, except in the
case of borrower default. The System periodically reviews the custodian’s practices to ensure fair distributions
by the securities’ issuers while the securities are on loan. The value of securities on loan at December 31,
2006 was $49,541,260.
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 8 — Post Employment Benefits Other Than Pensions

Plan Description - The County sponsors and administers a single employer defined benefit postretirement
healthcare plan (the “County Retiree Health Care Plan”) that provides certain health care benefits for retirees
and their spouses so long as the retiree is currently receiving a pension from the Macomb County Employees
Retirement System. Benefit provisions are established and may be amended in accordance with labor
agreements and County policy. Hospitalization insurance is provided through insurance companies, whose
premiums are based on the benefits paid during the year. The County finances these expenditures for
General County and Sheriff Department retirees through the Retiree Health Care Trust Fund of the primary
government. Retirees of the Road Commission Component Unit participate in a separate multipie-employer
plan described later in this note.

At December 31, 2004 (date of the most recent actuarial valuation), membership consisted of:

Retirees and beneficiaries currently receiving benefits 1,253
Terminated employees entitled to benefits but not yet receiving them 221
Active employees covered by the plan 2,573
Total membership 4,047

Basis of Accounting — The financial statements of the Retiree Health Care Trust Fund are prepared using the
accrual basis of accounting. Employee and employer contributions are recognized in the period that the
contributions are due. Benefits and refunds are recognized when due and payable according to the terms of
the plan.

Method Used to Value Investments — Investments are reported at fair value, as indicated by quoted market prices as
of December 31, 2006.

Funding Policy = Plan members are required to contribute 25% of the cost of vision and dental coverage and
minimal co-pays for prescription drugs. The employer contributes the balance of actual current costs for
these and all other benefits and administrative expenses of the plan. The employer also contributes additional
amounts to the pre-fund benefits in years it can afford to do so.

Actuarial Methods and Assumptions — Actuarial valuations of an ongoing plan involve estimates of the value of
reported amounts and assumptions regarding the probability of the occurrence of events in the future.
Examples of such assumptions include future employment and retirement patterns, mortality, investment rate
returns and health care inflation. These assumptions are subject to continual revision as actual results are
measured against past expectations and new estimates are made about the future. The schedule of funding
progress presented as required supplemental information following the notes herein, presents multi-year trend
information that indicates whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuarial accrued liabilities of the benefits provided.
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 8 — Post Employment Benefits Other Than Pensions (continued)

Actuarial Methods and Assumptions fconcluded) — Projections of benefits for financial reporting purposes are based
on the substantive plan as understood by the employer and plan members and include the types of benefits
provided at the time of each valuation and the historical pattern of cost sharing between the employer and
plan members to that point. The actuarial methods and assumptions used to prepare each valuation are
designed to reduce short-term volatility in value of actuarial accrued assets liabilities, consistent with the long-
term perspective of the calculations.

The entry age actuarial cost method was used to prepare the most actuarial valuation dated December 31,
2004. Other significant assumptions were as follows: a) investments are assumed to earn 7.5% per year, (b)
health care costs are assumed to increase at an annual rate of 12% in year 1, reduced by 1% each year until
an ultimate rate of 5% is reached in the seventh year and beyond, (c) annual covered payroll is assumed to
increase 5% per year and (d) active member population was assumed to remain constant. The unfunded
liability is being amortized as a level percentage of payroll over a closed period of 30 years.

Funding Status and Progress — The funded status of the Retiree Health Care Plan as of December 31, 2004, the
date of the most recent actuarial valuation, was as follows:

Actuarial accured liability $ 492,905,106
Actuarial Value of Plan Assets 83,794,483
Unfunded Accrued Laibility $ 409,110,623
Funded ratio 17.0%
Annual coverd payroll $ 117,894,514
Unfunded laibility as % of annual payroll 347.0%
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 8 — Post Employment Benefits Other Than Pensions (continued)

Separate independently audited financial statements are not issued for the County Retiree Health Care Plan.
Therefore, condensed financial statements as of and for the year ended December 31, 2006 is presented
below:

Statement of Fiduciary Net Assets

ASSETS
Cash and investments $ 109,454,302
Receivables 488,022
Total assets 109,942,324
LIABILITIES
Accounts payable 65,270
Due to other funds 3,400,836
Total Liabilities 3,466,106
NET ASSETS $ 106,476,218
Statement of Changes In Fiduciary Net Assets
ADDITIONS
Contributions $ 9,998,840
Investment income 16,748,630
Total additions 26,747,470
DEDUCTIONS
Benefit payments 9,926,605
Other expenses 72,235
Total deductions 9,998,840
Net increase in net assets 16,748,630
Net assets held in trust , beginning of year 89,727,588
Net assets held in trust , end of year $ 106,476,218

Road Commissiuon_Component Unit -  The Road Commission Component Unit provides its retirees and their
beneficiaries health care benefits in accordance with labor contracts. The benefits are administered by the
Michigan Employers’ Retirement System (MERS), a muitiple employer pension and other postemployment
benefits plan. The expenditures for these benefits are recognized when premiums become due and were
approximately $3,000,000 for the year ended September 30, 2006.
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MACOMB COUNTY, MICHIGAN
Notes to Basic Financial Statements (continued)
December 31, 2006

Note 8 — Post Employment Benefits Other Than Pensions (concluded

Upcoming Reporting Change — The Governmental Accounting Standards Board recently released Statement No.
45, “accounting and Reporting by Employers for Postemployment Benefits Other Than Pensions”. The new
pronouncement will require employers to recognize the cost of providing retiree health care benefits over the
working life of the employee rather than at the time health care premiums are paid. The new pronouncement
is effective for the County and its Component Units in 2007.

Note 9 — Contingencies and commitments

Grants — The County receives funds from various Federal and State units to finance specific activities. The
final determination of revenue is subject to the acceptance of project costs by the granting agency, usually
after a compliance audit. To the extent that costs are disallowed by the granting agency, County monies
would be required to reimburse the grant fund. The County does not believe that any disallowed costs would
be material to the financial statements.

Note 10- Risk Management

The County is exposed to various risks of loss related to property damage and loss, torts, errors and
omissions, employee injury (workers’ compensation) and medical benefits provided to empioyees and
retirees. The County has purchased commercial insurance for property damage coverage and certain
medical benefits, but is self-insured for workers’ compensation and general liability claims up to certain
retention amounts, at which time reinsurance begins. The County also self-funds certain medical benefits of
employees and retirees. There were no significant reductions in insurance coverage in 2006 from the prior
year. Claims settled during the past three years have not exceeded the retention amounts. Liabilities include
estimates of claims incurred but not reported and are calculated considering the effects of inflation, recent
claim settlement trends and other economic and social factors.

Workers’ Compensation — Since December 1, 1978, the County has been partially self-insured against workers’
compensation claims. Under the plan, the County is obligated to pay the first $350,000 of an individual
settlement or award with commercial insurance covering claims in excess of the retention to an aggregate of
$1,000,000 annually. At December 31, 2006, the primary government has accrued an aggregate of
$1,642,061 for unresolved workers’ compensation claims and claims incurred but not reported. At September
30, 2006, the Road Commission component unit has accrued an aggregate of $337,360 for unresolved
workers' compensation claims and claims incurred but not reported. Changes is the estimated liabilities for
workers’ compensation claims for the past two fiscal years were as follows:

Primary Government Road Commission
Year Ended December 31, Year Ended September 30,
2005 2006 2005 2006
Estimated liability - beginning of year $ 1,998875 § 1,790,146 $ 346,775 $ 388,303
Estimated claims incurred, including
changes in estimates 479,807 718,080 292,968 164,598
Claims payments (688,536) (866,165) (251,440) (215,541)
Estimated liability - end of year $ 1,790,146 $ 1,642,061 $ 388,303 $ 337,360
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Note 10- Risk Management (concluded)

General Liability ~ The County is a defendant in various lawsuits in which plaintiffs seek damages of an
indeterminable amount. Since December 1, 1977, the primary government has been partially self-insured for
losses of a general liability nature. The County (excluding the Road Commission) is currently self-insured for
losses of a general liability nature up to $500,000 per claim, with commercial insurance covering claims in
excess of the retention amount to an aggregate of $10,000,000 annually. The Road Commission Component
Unit is self-insured, within certain limits, for general liability claims arising prior to February 18, 1986 and
subsequent to January 17, 1993 and is completely self-insured for claims arising within those dates. At
September 30, 2006, the Road Commission had an accrual of $1,627,623 for its unresolved general liability
claims. The General Liability Insurance Internal Service Fund has been established to account for the self-
insured aspects of this program for the primary government. At December 31, 2006, the primary government
reported a balance of $4,771,237 for its unresolved general liability claims.

Changes in the estimated liabilities for general liability claims for the past two fiscal years were as follows:

Primary Government Road Commission
Year Ended December 31, Year Ended September 30,
2005 2006 2005 2006
Estimated liability - beginning of year $ 3,616,798 $ 2,683,890 $ 1,746,534 $ 1,620,538
Estimated claims incurred, including
changes in estimates (610,153) 2,338,431 (62,100) 28,823
Claims payments (322,755) (251,084) (63,896) (21,738)
Estimated liability - end of year $ 2,683,890 $ 4,771,237 $ 1,620,538 $ 1,627,623

Note 11- Fund Balance Deficit

The Community Mental Health fund reported a deficit in its unrestricted net assets of $3,594,184 at
September 30, 2006 as a result of writing off $3,700,000 in uncollectible receivables in 2006. The Community
Mental Health Department intends for this deficit to be recovered through interest earnings in future years that
could otherwise be utilized for other purposes and is expected to be eliminated by 2013.
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