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June 24, 2011

To:  The honorable members of the Ozaukee County
Board of Supervisors and the Citizens of
Ozaukee County, Wisconsin

A) COMPHREHENSIVE ANNUAL FINANCIAL REPORT (CAFR)
CAFR Overview

The comprehensive Annual Financial Report (CAFR) of Ozaukee County, Wisconsin (County) for the
year ended December 31, 2011 is hereby submitted for your information. Responsibility for both the
accuracy of the data and the completeness of the presentation, including all disclosures, rests with
management. To the best of our knowledge and belief, the enclosed data accurately presents the
financial position and results of operations of the various funds and component units of Ozaukee
County, Wisconsin in all material respects and completeness. All disclosures necessary to enable the
reader to gain an understanding of Ozaukee County, Wisconsin activities have been included.

The CAFR is presented in three sections:

The unaudited Introductory Section includes this letter of transmittal, the County’s organizational
chart, and a list of principal elected and appointed officials. It is designed to give some basic
background information to the reader.

The Financial Section includes the independent auditors’ report on the basic financial statements,
required supplementary information, and the combining and individual fund statements and schedules.

The unaudited Statistical Section includes selected financial and demographic information generally
presented on a multi-year basis.

B) Governmental Structure and Profile
Ozaukee County is located in southeastern Wisconsin on the western Lake Michigan shoreline. It
encompasses 232 square miles and consists of three cities, seven villages, and six towns with an estimated
2009 population of 85,454. Ozaukee County was formed by legislative act in 1853.
The County is governed by a non-partisan, twenty-six members, Board of Supervisors (the Board) elected
by districts to two-year terms. This Board was reduced in 2011 from thirty-one members. A Chairperson,
elected from its members, is responsible for conducting the proceedings of the Board at its meetings and



C)

D)

appointing standing committee chairpersons. The Board determines County policy and exercises
legislative control under authority vested by state statutes. There are six oversight committees made up of
five Board members each that exercise oversight of County departments. The Board meets twice per
month, its committees meet at least monthly. The Board adopts the annual County budget at its first
meeting in November of each year. The County has a County Administrator appointed by the Board. The
County Administrator exercises administrative control over all County operations not specially vested in
elected officials.

The County operates a correctional facility, an elderly nursing care complex with a three hundred bed
capacity providing independent living through full nursing care, an asphalt hot-mix plant, nine parks
featuring camping and water access, 30 miles of interurban bike trail, a Lake Michigan water rescue boat,
and two golf courses. The services it provides include law enforcement and emergency response; human
services; aging services; public health services; educational, cultural and recreational activities; planning
and zoning services; construction and maintenance of highways; public transit; support for the state
judicial system; and general governmental activities.

Factors Affecting the Local Economy

The County is located north of Milwaukee, WI. In 2008 the County was ranked the healthiest county in
Wisconsin by the University of Wisconsin’s Population Health Institute, #2 in Forbes magazine for
“America’s Best Places to Raise a Family”, and #19 in Money Magazine for “Best Places For a Long
Life”. It has the highest per capita income in Wisconsin owing to the large percentage population of
college graduates, skilled trades, entrepreneurs, and professionals. According to the 2005-2009 US
Census Bureau’s American Community Survey the median family income is $89,984 compared to the
national average of $62,363 in 2009 inflation adjusted dollars, the median home value is $249,400
compared to the national average of $185,400, and average annual unemployment rate is 5.7% compared
to the averages for Wisconsin of 7.4% and national at 8.8%. The population is mobile with 46%
commuting out to other counties for work and 43% of local workforce commuting in. The area is a
regional destination for tourism owing to its access to Lake Michigan and rural attractions. Schools are
well funded with most students continuing in some post secondary education. The County’s property tax
mill rate as well as the taxes paid on the average home continues to be among the lowest in the state.
Consumer spending in 2011 continues to rebound posting a 2% increase over last year’s 4% increase in
County sales tax revenue. Private investment in new business is starting to recover. Service and retail
sector employment increases continue to outplace manufacturing increases as a percentage of total
employment. The current national housing weakness has been evident in the County. Tax delinquencies
are above last year in both dollar values (16%) and number of parcels (11%). This confirms earlier
analysis that commercial builders are having continued difficulty selling existing stock of speculative
houses. Housing starts in 2011 were below the five-year average and selling prices fell an average of 4%
from last year.

County Policies affecting the current financial position
Ozaukee County made some strategic changes in its 2011 budget to react to the global recession that
began in late 2008. The County Board mandated a zero increase in property taxes for 2011 as a means
to help taxpayers. The County Treasurer continues to work with delinquent taxpayers on a repayment
schedule to forestall foreclosures. Ozaukee County boasts only one foreclosure in the past twenty years
and that was the result of a politically motivated belief that taxes are unconstitutional and refusal to pay.
County administration chose to take a conservative approach to projected revenues by maintaining last



year’s low sales tax and investment income despite recent trends suggesting an economic recovery. We
believed that preliminary signals of an economic recovery are still uncertain. State reimbursement for
state mandated programs and revenue sharing declined by an estimated one million dollars as the state
grapples with its own austerity budget. Most other revenues were estimated to remain stable either due
to federal commitments to reimbursement or revenue streams that were less affected by the economy
such as prisoner boarding.

In order to balance the budget after recognizing some large revenue reductions County administration
enacted several cost containment strategies. The County took advantage of a new state law allowing tax
jurisdictions to charge all employees except protective classes one-half the cost of pension payments.
This saved the County about $1.4M in operational expenditures. Only one bargaining unit was allowed a
wage increase. This one percent increase was the last year in a three-year contract. Vacant positions
were left open longer or went unfilled. We enhanced our wellness program to reduce a nine percent
increase to our health insurance to five percent. Employees were also budgeted to contribute twelve
percent of the premium up from eleven percent. Departments contributed by submitting zero budget
increases.

Management was committed to adhering to the budget. Our optimism for the beginning of a real estate
recovery was off the mark and our fees for title transfer came in $86,557 less than budget. We did
benefit from rising consumer confidence and our sales tax revenue ended $278,954 more than budget.
Our new Assisted Living addition to the elderly nursing complex is ahead of Pro Forma expectations in
its second year of operation. It had a $190,000 loss but projections were for double that amount with a
breakeven in its fourth year. There were several grants awarded during the year and the County was able
to apply some labor expense to those grants. Constant monitoring and emphasis ensured that budgeted
expenditures were adhered to if not less.

Our high water mark for fund balances was 2007. Those reserves were drawn down in 2008 and
especially in 2009 because those budgets were adopted prior to the recession. In those two years
revenues fell and there was a corresponding increase in demand for our services. Now the County is
emerging with a slightly leaner balance sheet but stabilizing. At the end of 2011 the General fund was
actually able to add back about $350,000 to reserves. For a more detailed examination of fund balance
and results of operations consult the Management Discussion and Analysis section in the Financial
Section.

E) Financial Information
Wisconsin State Statute and Administrative Rule Tax 19 require the County to submit annual audited
financial statements by July 31 of each year. Debt issuance covenants also require the County to prepare
financial statements in conformity with Generally Accepted Accounting Principals (GAAP) as
promulgated by the Governmental Accounting Standards Board (GASB). Major federal and state
programs impose additional audit requirements.

Financial planning and control is maintained through the annual budget process. This year the County’s
tax levy rate was again among the lowest in the state at $1.74 per $1,000 assessed value. An additional 27
cents is also levied as a library assessment to County areas not served by a local library. All departments
and agencies are required to submit a requested budget to the County Administrator in August. The
County Administrator’s budget is presented for review to the Executive Committee in late September. A
legally required public hearing is held in early November and the County Board formally adopts the
budget at its next meeting. The appropriated budget is adopted by cost category within departments.



Budget to actual comparisons are provided in this report for each government fund where an appropriated
annual budget has been adopted. Budget amendments during the year require approval by the County
Board for transfers between departments (simple majority) or from fund reserves (2/3 majority). Transfers
within a department may not require Board approval depending on the amount.

The County has designed and implemented a comprehensive framework of internal controls to protect the
assets form loss, theft, or misuse and to compile sufficient, reliable data for the presentation of financial
statements. Since internal controls are designed not to outweigh the benefits, the framework has been
designed to provide reasonable but not absolute assurance.

Cash temporarily idle during the year is invested with the objectives of safeguarding assets, maintaining
liquidity for cash flow requirements, and return on investment. All investments must be insured and/or
collateralized. Investments are generally within money market accounts, certificates of deposit,
repurchase agreements, the State of Wisconsin Investment Pool, and US government agency obligations.
The average return on investments was about .5% for 2011.

The Board and Administrative Committee monitor all borrowing plans of the County. All new
indebtedness requires a three-fourths majority of members elect of the Board. Wisconsin state statute
limits general obligation borrowing to an amount equivalent to 5% of the equalized valuation of taxable
property. At December 31, 2010, the County had almost 97% of the limit available. Equalized value for
all property within the County was $10.622 billion. The statutory debt limit was over $531 million and
total County debt was $16.2 million. Of the total debt, $10 million was the responsibility of the enterprise
funds.

The County is authorized to self-insure its workers compensation program. That average cost for the past
three years has been about $370,000 annually for claims and administrative fees. All other insurance is
covered by commercial insurance. The County participates in the Wisconsin County Mutual Insurance for
the provision of general liability, errors and omissions, police professional and automobile coverage. The
health insurance coverage is through the Wisconsin Counties Association. Management believes this
distribution of risk will be adequate to protect the County and meet claims as they come due. All
insurance is funded and accounted for in the department cost centers.

The County maintains a five-year Capital Improvement Plan to identify and fund capital projects. A non-
lapsing Capital Reserve Fund with a proposed balance of $1 million was established to supplement tax
levy for desired capital projects. The 2011 budget designated 90% to address deferred County
infrastructure. Additions to the fund should restore the balance to about $400,000 in 2012.

Ozaukee County maintains fund balances in all its governmental funds. The General Fund is the largest
with several Special Revenue Funds having smaller balances. The County’s Policies and Procedures
manual requires that the General Fund maintain an Undesignated Fund Balance of at least 20% of the
budgeted operating General Fund expenditures and a minimum combined undesignated fund balance of
the General Fund, and select Special Revenue Funds (Human Services, Public Health, Aging, and Transit)
equal to 12% of their combined budgeted operating expenditures. The exact percentage is determined
annually by the Administrative Committee to provide stability to the County as a whole. Undesignated
funds (available for use) and designated funds (management’s intended use) are accounted for separately
from restricted funds (imposed by an outside party).



F) Other Information
The accounting firm of Schenck Government and Not-For-Profit-Solutions, Inc. was engaged to conduct
an audit of the basic financial statements and to issue a report on internal controls. The goal of the
independent audit was to provide reasonable assurance that the financial statements of Ozaukee County
are free of material misrepresentation. The independent audit involved examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principals used and any significant estimates made by management, and evaluating the overall financial
statement presentation. The independent auditor concludes, based on the audit, that there was a
reasonable basis for rendering an unqualified opinion that Ozaukee County’s financial statements for the
fiscal year ended December 31, 2010 are fairly presented in conformity with GAAP and GASB. The
independent auditors’ report is presented as the first component of the financial section of the CAFR.

The County is required to undergo a federally mandated “Single Audit” designed to meet the special needs
of federal and state grantor agencies. The standards governing Single Audit engagements require not only
a report on the fair presentation of the financial statements but also on the internal controls and
compliance with the legal requirements pertaining to internal controls and the administration of federal
and state awards. The single audit report is available through the Department of Administration — Finance
division or its website.

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

Ozaukee County has received the Certificate of Achievement for Excellence in Financial Reporting for the
past five consecutive years and the Certificate of Recognition for Budget Preparation for the last three
consecutive years.
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OZAUKEE COUNTY, WISCONSIN
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Ozaukee County, Wisconsin
List of Principal Officials
December 31, 2011

County Administrator: Thomas W. Meaux

Department Heads

ADRC
Michelle Pike

CLERK OF COURTS (elected)
Mary Lou Mueller

CORONER (elected)
John Holicek

CORPORATION COUNSEL
Dennis Kenealy

COUNTY CLERK (elected)
Julianne Winkelhorst

DISTRICT ATTORNEY (elected)
Adam Gerol

EMERGENCY MANAGEMENT
Mark Owen

FINANCE
Andrew Lamb

HIGHWAY , TRANSIT, AND FACILITIES
Robert Dreblow

HUMAN RESOURCES
Jason Dzwinel

HUMAN SERVICES
Bob Haupt

LASATA CARE AND FACILITIES
Ralph Luedtke

PARK COMMISSIONER
Andrew Struck

PLANNING, RESOURCES, AND
LAND MANAGEMENT
Andrew Holschbach

PUBLIC HEALTH
Kirsten Gruebling

REGISTER OF DEEDS (elected)
Ronald Voigt

SHERIFF (elected)
Maury Straub

TECHNOLOGY RESOURCES
John Buhler

TREASURER (elected)
Karen Makoutz

UNIVERSITY EXTENSION
Daniel O'Neil

VETERANS' SERVICES
Kenneth Brown
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TABLE XXl
OZAUKEE COUNTY, WISCONSIN

Capital Asset Statistics by Function/Program*
Last Nine Calendar Years™*

Functior: / Program 2003 2004 2005 2006 2007 2008 2009

2010

2011

General Government:
Administration Center
Old County Jail
Historical Building
Tower Meguon
Tower Belgium
Fairgrounds Bldgs. 1

) = = 4
) = =
) = —a
Ol = 2 a0
& I =

Public Safety:
Justice Center 1 1 1 1 1 1 1
Patrol Units 23 23 23 23 31 26 26
Search and Rescue Boat 1 1 1 1 1 1 1

Public Works:
Highway Office & Maint Shop
Highway Dept. Satellite Shops
Salt Domes
Salt Sheds
Sand Sheds
Gravel Pits
Asphalt Plant
Bridges
Traffic Signals
Shared Ride Taxi's
Buses

-
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Cuiture, Recreation & Education:
County Parks-Buitding 16 16 17 17 17 17 17
Ice Center 1 1 1 1 1 1 0

Enterprise:
Nursing Home 1 1 1 1 1 1 1
Assisted Living Apts.
Independent Living Apts. 1 1
Golf Courses 2 2 2 2 2 2 2

-
—
=N
—
—_

* Information is from the Fixed Asset accounting system of Ozaukee County.
** Not practical to restate Capital Assets for years prior to 2003 before implementation of GASB #34.
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TABLE XXIV
OZAUKEE COUNTY, WISCONSIN
Jail Inmate Population - 12 month totals

2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 [ 2010 | 2011 |
Adults
County
Male 42,730 46,011 40,730 44,768 46,294 45750 43,882 43,169 39921
Female 7,074 5250 6,812 6,670 7,765 8,451 8,666 8,918 10562
Total 49,804 51261 47,542 51,438 54,059 54,201 52,548 52,087 50,483
Boarders
Male 24,848 26,288 29,311 19,879 26,519 29256 29,064 29,451 22466
Female 861 785 973 495 141 - 177 305 293
Total 25709 27,073 30284 20,374 26660 29,256 29241 29,756 22,759
Male 67,578 72299 70,041 64647 72,813 75006 72,946 72,620 62,387
Female 7,935 6,035 7,785 7,165 7,906 8,451 8,843 9,223 10,855
Total 75,513 78,334 77,826 71,812 80,719 83,457 81,789 81,843 73,242
Juvenile
County
Male 815 713 . - - - - - -
Female 192 232 - - - - - - -
Total 1,007 945 - - - - - - -
Boarders 2 - - - - - - - -
Total 75,513 78,334 77,826 71,812 80,719 83,457 81,789 81,843 73,242
Percent
County 65.95% 65.44% 61.09% 7163% 66.97% 64.94% 6425% 63.64% 68.93%
Boarders 34.05% 3456% 3891% 2837% 33.03% 35.06% 3575% 36.36% 31.07%
Adult 98.68%  98.81% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%  100.00%
Juvenile 1.32% 1.19% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
T*L"zugc-)o Budget to Actual Boarding Revenue
$1,800 - =
$1,600
$1,400 —N———————
$1,200
$1,000 — — —
5800 | | — ey . - i
2003 2004 2005 2006 2007 2008 2009 2010 2011
== Actual === Budget
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TABLE XXV
OZAUKEE COUNTY, WISCONSIN

SURETY BONDS OF PRINCIPAL OFFICIALS
DECEMBER 31, 2011

2011 Bond
Title Annual Salary Amount
Clerk of Circuit Court $ 71,530 | $ 200,000
County Clerk 66,370 5,000
Register of Deeds 74,340 55,000
Sheriff 96,200 5,000
Treasurer 69,140 500,000

All officials and classified employees of Ozaukee County are additionally bonded under a
Public Employees Honesty Blanket Bond in the amount of $500,000.
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TABLE XXVI

OZAUKEE COUNTY
Ozaukee County Delinquent Tax History

END OF YEAR
TAX SALE COUNTY TAX % OF LEVY TAX CERTIFICATE
YEAR YEAR LEVY SALE UNCOLLECTED ROLL BALANCE
1977 1978 3,387,151 $§ 227,587 6.72% $ 290,644
1978 1979 3,150,993 292,033 9.26% 382,485
1979 1980 3,807,239 414,684 10.89% 543,920
1980 1981 4,417,224 692,393 15.67% 839,427
1981 1982 4,949,268 936,513 18.92% 1,155,448
1982 1983 5,269,724 864,803 16.10% 1,217,072
1983 1984 5,368,971 984,512 18.33% 1,386,498
1984 1985 5,920,611 832,755 14.06% 1,240,866
1985 1986 6,195,765 808,534 13.05% 1,198,362
1986 1987 7,054,754 717,372 10.17% 1,154,125
1987 1988 7,348,990 805,094 10.95% 1,012,240
1988 1989 8,367,162 819,013 9.79% 1,039,443
1989 1990 10,861,347 1,169,366 10.77% 1,177,679
1990 1991 9,418,792 1,722,343 18.29% 1,540,559
1991 1992 10,520,857 1,650,686 15.69% 1,535,316
1992 1993 11,200,215 1,393,249 12.44% 1,726,702
1993 1994 11,543,672 1,067,071 9.24% 1,121,178
1994 1995 11,494,997 1,000,339 8.70% 1,119,349
1995 1996 10,462,170 1,020,075 9.75% 1,080,172
1996 1997 11,521,540 867,114 7.53% 804,203
1997 1998 14,358,229 862,555 6.01% 737,182
1998 1999 13,603,980 779,002 5.73% 773,520
1999 2000 9,380,528 845,933 9.02% 744,025
2000 2001 12,914,745 971,259 7.52% 944,172
2001 2002 15,343,197 1,154,219 7.52% 1,025,141
2002 2003 15,307,317 1,181,734 7.72% 1,168,521
2003 2004 16,415,973 979,071 5.96% 1,023,099
2004 2005 16,860,542 1,165,983 6.92% 1,042,543
2005 2006 17,525,469 1,143,143 6.52% 1,161,931
2006 2007 18,005,783 1,676,182 9.31% 1,402,333
2007 2008 18,262,492 1,944,028 10.64% 1,730,186
2008 2009 18,602,096 2,346,153 12.61% 2,204,305
2009 2010 19,013,458 2,507,176 13.19% 2,603,542
2010 2011 19,040,611 2,096,649 11.01% 2,362,277

Reported as of December 31 of each year.
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TABLE XXVII

OZAUKEE COUNTY, WISCONSIN
Government Accounting Standards Board STMT # 45
Other Post Employment Benefits (OPEBSs)

PENSION:

Ozaukee County employees are enrolled in the Wisconsin Retirement System (WRS). WRS is an independent, state sponsored,
defined benefits plan that provides for both the County and employee to contribute a percentage of wage. In 2011 the County
and employees each contributed 5.8% of gross wages to the system.

Both normal and disability retirement are covered under this plan. The county has no further liability upon retirement.

INSURANCE:

The county does not offer any County paid post retirement insurance.

Employees are allowed to save a portion of unused sick time to be applied toward health related insurance payments upon
retirement according to the various negotiated contracts. The percentage of conversion ranges from zero to 100%. The
recognized liability for this benefit is $3 million.

This benefit is segregated and recognized at termination. There is no beneficiary provision.

The county allows all full time retired employees and spouse to participate in a separate insurance plan at their own expense
until they reach 65 years of age. The County currently has 22 retired employees and 7 spouses contributing to their heaith
insurance in this plan. We consider this immaterial for reporting.

OTHER:

The County has no other post employment benefits.
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TABLE XXV

OZAUKEE COUNTY, WISCONSIN
Government Accounting Standards Board STMT # 54
Fund Balance Reporting and Governmental Fund Type Definitions

Gash Statement No. 54 establishes a new hierarchy of classifications based on the extent which a
government is to observe constraints placed on fund balance. It significantly changes fund balance
components to eliminate inconsistency in how fund balance is reported between governments
making fund balance classifications more easily understood by financial statement users.
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