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STATE OF MICHIGAN

GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANSlNG STATE TREASURER

June 24, 2019

Board of County Road Commissioners
Van Buren County Road Commission
325 West James Street

P.O. Box 156

Lawrence, Michigan 49064

Independent Auditor's Report

Dear Board Members:
Report on the Financial Statements

We have audited the accompanying financial statesyadrine governmental activities, the major
fund,and the aggregate remaining fund informatiéthe Van Buren County Road Commission,
a component unit of Van Buren County, Michiganoésnd for the year ended December 31,
2018, and the related notes to the financial statesnwhich collectively comprise the Van Buren
County Road Commission’s basic financial statemasissted in the table of contents.

Management’'s Responsibility for the Financial Statats

Management is responsible for the preparation amgfesentation of these financial statements
in accordance with accounting principles generadlgepted in the United States of America; this
includes the design, implementation, and maintemaot internal control relevant to the
preparation and fair presentation of financialestagnts that are free from material misstatement,
whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express opinions on thiasancial statements based on our audit. We
conducted our audit in accordance with auditingdaads generally accepted in the United States
of America and the standards applicable to findreaits contained ifsovernment Auditing
Standardsissued by the Comptroller General of the Unitéates. Those standards require that
we plan and perform the audit to obtain reasonasieurance about whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtaudia evidence about the amounts and
disclosures in the financial statements. The pro=siselected depend on the auditor’s judgment,
including the assessment of the risks of materiastatement of the financial statements, whether

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury ¢« 517-335-7469
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due to fraud or error. In making those risk assesdgs) the auditor considers internal control
relevant to the entity’s preparation and fair préagon of the financial statements in order to
design audit procedures that are appropriate inciteeimstances, but not for the purpose of
expressing an opinion on the effectiveness of thigyés internal control. Accordingly, we express
no such opinion. An audit also includes evaluativgappropriateness of accounting policies used
and the reasonableness of significant accountitigha®s made by management, as well as
evaluating the overall presentation of the finahsiatements.

We believe that the audit evidence we have obtamsdfficient and appropriate to provide a basis
for our audit opinions.

Opinions

In our opinion, the financial statements referredlbove present fairly, in all material respects,
the respective financial position of the governragmictivities, major fundand the aggregate
remaining fund informatiorof the Van Buren County Road Commission, Van BuCaunty,
Michigan, as of December 31, 2018, and the resgechanges in financial position for the year
then ended in accordance with accounting princigksserally accepted in the United States of
America.

Emphasis of Matter

As discussed in Note M to the basic financial steets, in 2018, the Road Commission adopted
the new accounting guidance of GASB No. Agcounting and Financial Reporting for
Postemployment Benefits Other Than Pensiavisich establishes accounting and financial
reporting standards for defined postemployment fitenéher than pensions provided to the
employees of governmental employers through otbstgmployment benefit plans. Our opinion
is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the tebhi States of America require that the
management’s discussion and analysis on pageshooegh eight, the budgetary comparison
information, pension trend data, and other posteympént benefits trend data in Exhibits |
through N be presented to supplement the basindiabstatements. Such information, although
not a part of the basic financial statements,gsiired by the Governmental Accounting Standards
Board, who considers it to be an essential pdihahcial reporting for placing the basic financial
statements in an appropriate operational, econamiaistorical context. We have applied certain
limited procedures to the required supplementafgrinmation in accordance with auditing
standards generally accepted in the United Stdtésmerica, which consisted of inquiries of
management about the methods of preparing thenmafiton and comparing the information for
consistency with management’s responses to ouirieguthe basic financial statements, and
other knowledge we obtained during our audit oftthsic financial statements. We do not express
an opinion or provide any assurance on the infaonabecause the limited procedures do not
provide us with sufficient evidence to express pimion or provide any assurance.
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Supplementary and Other Information

Our audit was conducted for the purpose of formopgions on the financial statements that
collectively comprise the Van Buren County Road @ussion’s basic financial statemeriihie
accompanying supplementary and related informagicesented in Exhibits O through Q is
presented for purposes of additional analysis andot a required part of the basic financial
statements.

The accompanying supplementary and related informgir@sented in Exhibits O throughi®
the responsibility of management and was derivechfand relates directly to the underlying
accounting and other records used to prepare #ie fi@ancial statements. Such information has
been subjected to the auditing procedures appliditki audit of the basic financial statements and
certain additional procedures, including compaing reconciling such information directly to
the underlying accounting and other records usqatdépare the basic financial statements or to
the basic financial statements themselves, and atthéitional procedures in accordance with
auditing standards generally accepted in the Un@&ates of Americaln our opinion, the
accompanying supplementary and related informairesented in Exhibits O through Q is fairly
stated, in all material respects, in relation #® blasic financial statements as a whole.

Other Reporting Required by Government Auditingn&ads

In accordance witkbovernment Auditing Standardse have also issued our report dated June 24,
2019, on our consideration of the Van Buren Coldyad Commission’s internal control over
financial reporting and our tests of its compliangéh certain provisions of laws, regulations,
contracts, and grant agreements and other maltkespurpose of that report is to describe the
scope of our testing of internal control over fingh reporting and compliance and the results of
that testing, and not to provide an opinion onittiernal control over financial reporting or on
compliance. That report is an integral part of aditaperformed in accordance wi@overnment
Auditing Standardsn considering the Van Buren County Road Commissiamernal control
over financial reporting and compliance.

Sincerely,

A i
N
Cary Jay Vaughn, CPA, CGFM

Audit Manager
Community Engagement and Finance Division
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VAN BUREN COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2018

Our discussion and analysis of the Van Buren CoRaigd Commission’s financial performance
provides an overview of the Road Commission’s faianactivities for the year ended December
31, 2018.

FINANCIAL HIGHLIGHTS

e The Road Commission received $1,859,475 in Fedardlstate aid for road and bridge
improvement projects in fiscal year 2018.

* The Road Commission received $413,281 more thaprtbeyear in motor transportation
funds and an additional $1,809,459 from the sw@t@dditional road improvements.

* The Road Commission contributed an additional $263 and $144,633 towards its net
pension and OPEB liabilities to continue to redileeoverall unfunded balances.

USING THIS ANNUAL REPORT

This annual report consists of three parts: managémdiscussion and analysis (this section), the
basic financial statements, and required suppleangnbformation. This report also contains
supplementary information in addition to the bafiancial statements. The basic financial
statements include a series of financial statemerite Statement of Net Position and the
Statement of Activities on Exhibits A and B providéormation about the activities of the Road
Commission as a whole and present a longer-term @fehe Road Commission’s finances. Fund
financial statements start with Exhibit C. The fstatements tell how these services were financed
in the short term as well as what remains for igpending. Fund financial statements also report
the Road Commission’s operations in more detaih th@e government-wide statements by
providing information about the Road Commissioresgral operating fund.

Reporting the Road Commission as a Whole
The Satement of Net Position and the Satement of Activities

These statements include all assets and liabilits#sg accrual basis of accounting, which is
similar to the accounting used by most private@embmpanies. All of the current year’s revenues
and expenses are taken into account regardleskeaf vash is received or paid.

These two statements report the Road Commissi@t’'pasition and changes in them. You can
think of the Road Commission’s net position, thigedénce between assets and liabilities, as one
way to measure the Road Commission’s financial thear financial position. Over time,
increases or decreases in the Road Commission’paséion are one indicator of whether its
financial health is improving or declining. You Wileed to consider other non-financial factors,
however, such as changes in the Van Buren Couptgigerty tax base and the condition of the
Road Commission’s infrastructure, to assess theatile=alth of the Road Commission.

In the Statement of Net Position and the StaterokActivities, the Road Commission presents
governmental activities. All of the Road Commis&dasic services are reported here. State and

1
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2018

Federal grants, including the Michigan TranspaotatiFund (MTF) along with Township
contributions and the County wide millage financasirRoad Commission activities.

Report the Road Commission’s Major Fund
Fund Financial Statements

The Road Commission currently presents only a geioperating fund, which is a governmental
fund. The fund financial statements begin on Exhihi All of the Road Commission’s basic
services are reported in this fund, which focuseb@v money flows into and out of the fund and
the balance left at year-end that is availablesf@nding. The fund is reported using an accounting
method called modified accrual accounting. Thishmdtmeasures cash and all other financial
assets that can be readily converted to cash.urtefinancial statements provide a detailed short-
term view of the Road Commission’s general govemnugerations and the basic services it
provides. Governmental fund information helps yetednine whether there are more or fewer
financial resources that can be spent in the nard to finance the Road Commission’s programs.
We describe the relationship (or differences) betwgovernmental activities (reported in the
Statement of Net Position and the Statement of vAies) and governmental funds in a
reconciliation included with the financial staterteeas Exhibits D and F.

Additional Required Supplementary Information (RS)

Following the basic financial statements is addgiorequired supplementary information that
further explains and supports the information ire thinancial statements. The required
supplementary information includes budgetary comsparschedules, as well as trend data for
both pension and other postemployment benefits.

Other Supplementary Information

The other supplementary information section condbihe financial statements of the individual
funds of the Road Commission’s General Operatingdi-which is split between Primary Road,
Local Road, and County Road Commission funds toptgmvith reporting provisions issued by
the Michigan Department of Transportation underllB&blic Act (PA) 51.

The Road Commission as a Whole

The Road Commission’s net position decreased frai0®1,408 to $69,548,835 for the year
ended December 31, 2018. This is contrary to tegipus year when the net position increased
$833,182. Our analysis focuses on the net pogifiable 1) and changes in net position (Table 2)
of the Road Commission’s governmental activities.

The Road Commission’s governmental activities tatat position decreased by 2.1% or
$1,472,573. The restricted/(unrestricted) net pmsithat can be used to fund the day-to-day
operations within the provisions of 1951 PA 51 desed $2,187,469 (($660,370) compared to
$1,527,099). This decrease was due primarily tonarease in the net pension liability from
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VAN BUREN COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2018

$155,784 to $957,608 due to less than expectethretuinvestments and the recording of the net
OPEB liability of $4,686,508 in accordance with G\S5. The $714,896 increase in net
investment in capital assets is due to a $5,725i9@®@ase in capital assets and infrastructure
offset by continued depreciation.

Table 1
Net Position of Governmental Activities
12/31/17 12/31/18
Governmental Governmental
Activities* Activities Variance

Current and Other Assets $ 10,831,866 $ 12,711,786 $ 1,879,920
Net Capital Assets 71,089,309 71,419,205 329,896
Total Assets 81,921,175 84,130,991 2,209,816
Deferred Outflow of Resources 211,359 2,116,429 1,905,070
Current Liabilities 824,874 451,943 (372,931)
Non-current Liabilities 7,131,408 7,072,098 (59,310)
Total Liabilities 7,956,282 7,524,041 (432,241)
Deferred Inflow of Resources 3,154,844 9,174,544 6,019,700
Net Position

Net Investment in Capital Assets 69,494,309 70,209,205 714,896

Restricted/(Unrestricted) 1,527,099 (660,370) (2,187,469)
Total Net Position $ 71,021,408 $ 69,548,835 $ (1,472,573)

*GASB Statement No. 75 was implemented by the RGathmission in the fiscal year 2018.
Fiscal year 2017 amounts shown have not been raddifi reflect the retroactive application of
the change.

Even though the Road Commission replaced capitsgtast a higher rate in 2018 than in 2017,
there is an overall inability of road funding toekepace with road preservation and structural
improvement demands. These demands do not alloledal agencies to invest in capital assets
or infrastructure at a rate equal to or greaten tihe@ asset’s life cycle. Road and bridge systems
throughout Michigan continue to deteriorate andstage’s funding (phased in from 2017-2021)
is inadequate and necessitates a more extensivexagedsive corrective action.

Studies have proven that the State of Michigareslrand bridge network is deteriorating at a rate
far greater than current funding levels can off#etecent County Road Association of Michigan
(CRA) report finds the COUNTY road and bridge sygstearound the state need an additional
annual investment of $2.05 billion. This necessamestment is in addition to the funds being
phased in through the 2015 Transportation Fundaukage.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2018

Table 2
Changes in Net Position of Governmental Activities
2017 2018 Difference

Program Revenue

Licenses and Permits $ 55,260 $ 89,079 $ 33,819

Federal Grants 744,637 1,106,493 361,856

State Grants 8,627,146 11,680,797 3,053,651

Contributions From Local Units 2,928,132 3,297,103 368,971

Charges for Services 20,936 23,454 2,518

Investment Earnings 42,068 120,655 78,587

Other Contributions 9,666 50,006 40,340
General Revenue

Taxes 2,446,569 2,369,491 (77,078)

Gain on Equipment Disposal 102,620 35,780 (66,840)
Total Revenue 14,977,034 18,772,858 3,795,824
Expenses

Primary Road Maintenance 2,762,887 3,072,406 309,519

Local Road Maintenance 5,462,226 5,886,030 423,804

Non-Road Projects 18,726 824,644 805,918

Net Equipment Expense 554,077 691,965 137,888

Net Administrative Expense 901,255 1,039,881 138,626

Infrastructure Depreciation Expense 4,219,455 4,263,806 44,351

Compensated Absences (59,378) 21,042 80,420

Other Postemployment Benefit Expense 337,631 (4,689,280) (5,026,911)

Pension Expense (86,375) (4,151) 82,224

Interest Expense 33,348 26,379 (6,969)
Total Expenses 14,143,852 11,132,722 (3,011,130)
Change in Net Position 833,182 7,640,136 6,806,954
Ending Net Position $ 71,021,408 $ 69,548,835 $ (1,472,573)

Governmental Activities

The Road Commission’s governmental activities reresrincreased by 25% or $3,795,824, while
expenses decreased 21% or $3,011,130 as compattedheiprior fiscal year. Federal Grant
funding increased in 2018 due to the increasesailable and awarded federal/state aid projects
for the Road Commission. State revenues alsoaserkas the Road Commission experienced an
increase in gas tax funds, an additional $1,809ré66ived from the state’s general fund for road
improvements, and an erosion mitigation grant &1$274 which was dedicated for use on a non-
road project. Contributions from Townships alsorégased as more was contributed towards

4
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MANAGEMENT’S DISCUSSION AND ANALYSIS
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projects this year. Total expenses decreasedodaalécrease in the OPEB expense as the Road
Commission implemented a cap on future benefitsaied the overall OPEB liability of the Road
Commission. This decrease was offset by incregeeéral maintenance operations performed
using the additional funding received from theestat

THE ROAD COMMISSION'S FUND

As the Road Commission completed the year, its rg¢rmperating fund (as presented in the
balance sheet on Exhibit C) reported a fund balan&®,859,843 which is more than last year’s
$7,606,992. The primary reasons for the Generat&@ipg Fund’s increase in fund balance mirror
the governmental activities analysis highlightedhe prior paragraph.

GENERAL OPERATING FUND BUDGETARY HIGHLIGHT

Over the course of the year, the Board of CountgdRBommissioners revised the budget several
times. These budget amendments fall into two caiegiorl he first category includes amendments
based on the Federal and State grants receivedt oeceived for road and bridge projects. The
second category includes year-end adjustmentsctmuat for accruals and then the spread of the
distributive and non-distributive expenses incufbgdhe Road Commission.

The Road Commission amended its 2018 budget dtimgear to reflect changes in revenues
and expenditures from the time of the original piag and budgeting. Examples include securing
federal and state revenue sources for specific aatl bridge projects, township revenues,
corresponding requests for maintenance projectswanter operations related to weather (ice and
snow).

Actual revenues and other financing sources fol820&re $343,858 higher than the amended
budget. The revenue increase was mainly the resutiwnship contribution ($297,103) being
more than the final budget.

Expenditures recognized for 2018 were $2,868,70&1tdhan the final amended budget. Several
road related expense reductions from the amendedebuare in direct relation to weather
conditions and the necessity to have funds avail#&bheeded for unexpected weather events.
Winter operations, township requests for projeats] delaying projects which depend on Federal
funding were the main reasons for changes fronotiggnal to the amended budget amounts.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

As of December 31, 2018, the Road Commission hdg4$9,205 invested in a broad range of
capital assets, including land, buildings, equiptmeoads, and bridges. This amount represents a

net decrease (including additions and deductioh$329,896.

Table &
Capital Assets at Year-E

Capital Assets Not Being Depreciated
Land and Improvements
Infrastructure--Right of Ways
Infrastructure--Land and Improvements

Subtotal

Capital Assets Being Depreciated
Land Improvements
Buildings
Road Equipment
Shop Equipment
Office Equipment
Engineer's Equipment
Yard and Storage
Depletable Assets
Infrastructure--Traffic Signals
Infrastructure--Bridges
Infrastructure--Roads

Subtotal
Total Capital Assets
Total Accumulated Depreciation

Total Net Capital Assets

12/31/2017 12/31/2018
$ 380,512 $ 380,512
24,429 44,646

11,856,421 11,856,421

12,261,362 12,281,579
561,495 561,495
7,281,919 7,299,092
10,149,127 11,487,263
181,699 185,099
89,800 121,978
92,183 104,371
231,345 231,345
146,078 146,078
287,452 287,452
14,809,581 14,926,592
75,155,627 76,865,898
108,986,306 112,216,663
121,247,668 124,498,242

(50,158,359)

(53,079,037)

$71,089,309

$71,419,205
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MANAGEMENT’S DISCUSSION AND ANALYSIS
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This year's major capital asset additions incluthedifollowing:

Various Resurfacing Projects and Related Land/Ridtw/ay $ 4,106,011
Bridge Projects 117,011
Road Equipment 1,437,977
Buildings 17,173
Shop, Office, and Engineer Equipment 47,766
Total Additions $ 5,725,938

The Road Commission’s fiscal year 2019 capital letidglls for it to continue to spend funds for
equipment purchases and on road and bridge projdmwsRoad Commission has no plans to issue
additional debt to finance these projects. Moraitkl information about the Road Commission’s
capital assets is presented in Note D to the fimhstatements.

Debt

As of year-end, the Road Commission has one refigratbnd with $1,210,000 still owed after the
$395,000 payment on principal was made during &ze.\More detail on these agreements can be
found in Note E to the financial statements. Ottedt the Road Commission is considered to have
is employee vested benefits that are presenteare detail in Note E to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

Michigan Transportation Fund (MTF) Revenues

In fiscal year 2018 MTF funding levels rose 3.978841,413.53) over 2017. The MTF remains
the foundation of the Road Commission’s operatiegenues. The Transportation Funding
Package passed by the legislature is scheduleda®egn from 2017 through 2021. Due to this
phased in funding package, Transportation Fund2®® are predicted to increase over 2018
revenues. The increased funding will help witlrasfructure and equipment needs that had to be
delayed during the many years of declining andretagrevenues (2004-2015). Unfortunately,
the package does fall short of fully funding théreated $3.55+ billion of annual funding needed
($1.5 billion on the MDOT system, $2.05 billion tire County systems and an unknown need for
the City and Village systems) for the deterioratimigastructure across the state.

Township Revenues--Revenue Sharing

In fiscal year 2018, the township revenue increagguroximately 12.6% from $2.93 million to

$3.30 million for preservation and structural imypement projects. The level of township
contributions for road work will fluctuate from ye# year but is directly offset by increases or
decreases in project expenses. Township reveneeandicipated to be $3.0 million for 2019.

Many townships have approved a special local nellapdicated for road improvements.
Currently, approximately eighty percent (80%) ordf%he 18 townships in Van Buren County
have their own road millage.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
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Tax Revenues

A substantial source of funding for the Road Consiois has been the collection of a county-wide
road millage over the last 40-plus years. The cuinnallage is distributed to cities, villages, and
the Road Commission. The four-year levy was renewe2D16 and is effective for years 2016
through 2019, with the 2018 levy, for the 2019 ketdgear. The Road Commission’s share of
millage revenues for 2018 collections was $2.3Tionilor approximately 12.6% of the total 2018
budgeted revenues. Any change of future tax revesnuependent on taxable property value
adjustments, the real estate market and the owsr@atiomy during the tax levy period. Fiscal year
2016 was critical in renewing the road millage &oother four (4) year period. Failure to renew
this revenue source would have had a negative ingrathe Road Commission’s ability to fund
structural improvement projects and drasticallyuesdlocal matching funds necessary to acquire
other federal and state revenue sources.

Federal and State Aid

Federal aid for 2018 increased to $1.1 million fr&®4 thousand in 2017, while State aid
increased to $133 thousand from $33 thousand ii7.20he Road Commission expects these
funding sources to be over $1.7 million in 201dé&ml and State aid will provide the major source
of funds for several county-wide structural improwent projects, and also for multiple bridge

projects in 2019. Federal and State aid fundingcgsuare limited and can be lost if the Road
Commission does not have projects in the plannipigeline” or should funds become un-

available for local participating costs. Primarydahocal Road preservation and structural
improvement expenditures change in direct reldiothese aid funds.

Expenditures

Expenditures are driven by available Federal, Statel Local revenues which may vary
significantly from year to year. Continued emphasidl be placed on the efficiency and
productivity within the organization. The Road Comsion will maintain the ability to continue
routine operations, but reductions will continue docur on primary and local road special
maintenance (preservation) and structural improvemexpenditures in direct relation to
budgetary constraints.

CONTACTING THE ROAD COMMISSION'S FINANCIAL MANAGEMENT

This financial report is designed to provide a geaheverview of the Road Commission’s finances
for all those with an interest in the component’arfinances. Questions concerning any of the
information provided in this report, or requests &alditional financial information should be
addressed to the Finance and Human Resources®jrectnea Rader, Van Buren County Road
Commission, 325 West James Street, P.O. Box 15@rdrece, Michigan 49064.



VAN BUREN COUNTY ROAD COMMISSION
STATEMENT OF NET POSITION
December 31, 2018

ASSETS
Cash
Receivables
Taxes
Sundry Accounts
Due From State
Michigan Transportation Fund
Other State Grants
Due From Townships--Road Agreements
Inventories
Road Materials
Equipment Parts and Materials
Capital Assets-Non-Depreciating
Capital Assets-Net of Accumulated Depreciation

Total Assets
DEFERRED OUTFLOW OF RESOURCES
Change in Investments-OPEB
Change in Investments-Pension
Change in Experience-Pension
Change in Assumptions-Pension

Tota Deferred Outflow of Resources

LIABILITIES
Current Liabilities
Accounts Payable
Dueto State
Township Advances
Accrued Liabilities
Other Accrued Liabilities
Non-Current Liabilities
Bonds Payable
Due Within One Year
Duein More Than One Y ear
Vested Employee Benefits Payable
Due Within One Year
Duein More Than One Y ear
Other Postemployment Benefit Payable
Net Pension Liability

Total Liabilities

DEFERRED INFLOW OF RESOURCES

Unavailable Revenue--Property Taxes Levied for Subsequent Period
Change in Experience-OPEB

Change in Assumptions-OPEB

Change in Experience-Pension

Change in Assumptions-Pension

Total Deferred Inflow of Resources

NET POSITION
Net Investment in Capital Assets
Unrestricted

Total Net Position

The Notes to Financial Statements are an integral part of this statement.
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EXHIBIT A

7,050,929

2,400,000
14,293

1,278,595
571,080
534,149

512,673
350,067
12,281,579
59,137,626

84,130,991

51,788
584,889
64,108
1,415,644

2,116,429

61,330
198,711
38,686
119,392
33,824

395,000
815,000

130,789
87,193
4,686,508
957,608

7,524,041

2,400,000
3,411,412
1,560,981

518,342
1,283,809

9,174,544

70,209,205
(660,370)

69,548,835




VAN BUREN COUNTY ROAD COMMISSION

STATEMENT OF ACTIVITIES
For the Y ear Ended December 31, 2018

Program Expenses
Primary Road Maintenance
Local Road Maintenance
Non-Road Projects
Net Equipment Expense
Net Administrative Expense
Infrastructure Depreciation
Compensated Absences
Other Postemployment Benefit Expenses
Pension Expense
Interest Expense

Total Program Expenses

Program Revenue

Charges for Services
Licenses and Permits
Charges for Services
Rents and Royalties

Operating Grants and Contributions
Michigan Transportation Funds
Other State Grants
Investment Earnings
Reimbursements
Contributions From Local Units

Capital Grants and Contributions
Federal Grants
State Grants
Contributions From Private Sources

Total Program Revenue
Net Program Revenue

General Revenue
Property Taxes
Gain on Equipment Disposal

Total General Revenues

Change in Net Position

Net Position
Beginning of Y ear

Restatement to Net Position
Restated Net Position-Beginning of Y ear

End of Year

The Notes to Financial Statements are an integral part of this statement.
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EXHIBIT B

3,072,406
5,886,030
824,644
691,965
1,039,881
4,263,806
21,042
(4,689,280)
(4,151)
26,379

11,132,722

89,079
13,489
9,965

9,007,133
2,651,956
120,655
12,296

1,106,493
21,708
37,710

13,070,484

1,937,762

2,369,491
35,780

2,405,271

4,343,033

71,021,408

(9,112,709)
61,908,699

$

66,251,732




VAN BUREN COUNTY ROAD COMMISSION
BALANCE SHEET--GOVERNMENTAL FUND
December 31, 2018

ASSETS

Cash
Recelvables
Taxes
Sundry Accounts
Due From State
Michigan Transportation Fund
Other State Grants
Due From Townships--Road Agreements
Inventories
Road Materias
Equipment Parts and Materials

Total Assets

LIABILITIES, DEFERRED INFLOW OF RESOURCES, AND FUND BALANCE

EXHIBIT C

Genera
Operating
Fund

7,050,929

2,400,000
14,293

1,278,595
571,080
534,149

512,673
350,067

12,711,786

Liabilities
Accounts Payable
Dueto State
Township Advances
Accrued Liabilities
Other Accrued Liabilities

Total Liabilities

DEFERRED INFLOW OF RESOURCES

Unavailable Revenue--Property Taxes Levied for Subsequent Period

Total Deferred Inflow of Resources

Fund Balance
Fund Balance
Non-Spendable
Restricted

Total Fund Balance

Total Liabilities, Deferred Inflows of Resources, and Fund Balance

The Notes to Financial Statements are an integral part of this statement.

61,330
198,711
38,686
119,392
33,824

451,943

2,400,000

2,400,000

862,740
8,997,103

9,859,843

12,711,786




VAN BUREN COUNTY ROAD COMMISSION EXHIBITD
RECONCILIATION OF THE GOVERNMENTAL FUND

BALANCE SHEET TO THE STATEMENT OF NET POSITION

December 31, 2018

Total Governmental Fund Balance $ 9,859,843

Amounts reported for governmental activities in the Statement of Net Position
are different because:

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the fund. 71,419,205

Long-term liabilities are not due and payable in the current period and
are not reported in the fund. (1,210,000)

Employee compensated absences are payable over along period of years and do not
represent a claim on current financial resources; therefore, they are not reported as
financial resources; therefore, they are not reported as fund liabilities. (217,982)

Other postemployment benefit obligations do not present a claim on current financial
resources and are not reported as fund liabilities. (4,686,508)

Net pension liability is not due and payable in the current period and is not reported
in the funds. (957,608)

Certain changesin pension and OPEB plan net position are reported as deferred
outflows/inflows of resources in the Statement of Net Position, but are reported
as expenses in the governmental funds. (4,658,115)

Net Position of Governmental Activities $ 69,548,835

The Notes to Financial Statements are an integral part of this statement.
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VAN BUREN COUNTY ROAD COMMISSION
STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE--
GOVERNMENTAL FUND

For the Y ear Ended December 31, 2018

Revenues
Taxes
Licenses and Permits
Federal Grants
State Grants
Contributions From Local Units
Charges for Services
Interest and Rents
Other Revenue

Total Revenues
Expenditures
Public Works
Capital Outlay (Net)
Debt Service

Total Expenditures

Excess of Revenues Over
(Under) Expenditures

Other Financing Sources
Gain on Equipment Disposal

Total Other Financing Sources

Net Change in Fund Balance

Fund Balance--January 1, 2018

Fund Balance--December 31, 2018

The Notes to Financial Statements are an integral part of this statement.
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EXHIBIT E

General
Operating
Fund

2,369,491
89,079
1,106,493
11,680,797
3,297,103
13,489
130,620
50,006

18,737,078

15,717,731
390,897
411,379

16,520,007

2,217,071

35,780

35,780

2,252,851

7,606,992

9,859,843




VAN BUREN COUNTY ROAD COMMISSION EXHIBIT F
RECONCILIATION OF THE GOVERNMENTAL FUND--

STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCE TO THE STATEMENT OF ACTIVITIES

For the Y ear Ended December 31, 2018

Net Change in Fund Balance--Total Governmental Funds $ 2,252,851

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 assetsis allocated over their estimated
useful lives and reported as depreciation expense.

Add--Capita Outlay 5,725,938
Deduct--Depreciation Expense (5,395,751)
Deduct--Equipment Retirements (291)

Repayment of notes/leases payable is an expenditure in governmental funds,
but reduces the long-term liabilities in the Statement of Net Position. 385,000

(Increase)/Decrease in accumulated employee sick and vacation pay and other

similar expenses reported in the Statement of Activities do not require the use

of current resources, and therefore, are not reported in the fund financial

statements until they come due for payment. (21,042)

Other postemployment benefit obligation expense is recognized in the
Statement of Activities, but not in the governmental funds. 4,689,280

Increase/(Decrease) in pension liability reported in the Statement of Activities does not
reguire the use of resources, and therefore, is not reported in the fund statements
until it comes due for payment. 4,151

Change in Net Position of Governmental Activities $ 7,640,136

The Notes to Financial Statements are an integral part of this statement.
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VAN BUREN COUNTY ROAD COMMISSION EXHIBIT G
STATEMENT OF NET POSITION--
FIDUCIARY FUND

December 31, 2018 Retiree
Health
Pension Care
Trust Trust
ASSETS

Investments at Fair Market Value

Money Markets $ 317,881 $ -
US Government, Agencies, and Corporate Securities 1,993,876 -
Equity Funds 4,375,195 -
Real Estate Investments 636,021 -
Alternative Investments 487,743 -
MERS Total Market Funds - 653,326

Total Assets 7,810,716 653,326

LIABILITIES

Total Liabilities - -

NET POSITION

Restricted for Pension/Retiree Health Care Benefits $ 7,810,716 $ 653,326

The Notes to Financial Statements are an integral part of this statement.
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VAN BUREN COUNTY ROAD COMMISSION
STATEMENT OF CHANGES IN NET POSITION--
FIDUCIARY FUND

For the Y ear Ended December 31, 2018

Additions

Contributions
Employer
Employee

Tota Contributions

Investment Income

Interest and Dividends

Realized Gain (Loss) From Sale of Investments

Net Appreciation (Depreciation) in Fair Value of Investments

Net Investment Income (L0ss)
Total Additions
Deductions
Benefit Payments

Administrative and Other Expenses
Total Deductions

Change in Net Position

Net Position Restricted for Pension Benefits
Beginning of Year

End of Year

The Notes to Financial Statements are an integral part of this statement.
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EXHIBITH
Retiree
Health
Pension Care
Trust Trust
$ 275,000 $ 320,000
96,622 -
371,622 320,000
307,792 (24,551)
311,091 -
(1,118,032) -
(499,149) (24,551)
(127,527) 295,449
646,673 -
40,894 1,264
687,567 1,264
(815,094) 294,185
8,625,810 359,141
$ 7,810,716 $ 653,326




VAN BUREN COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Van Buren CountydRGammission (Road Commission) conform
to accounting principles generally accepted inUhéed States of America (GAAP) as applicable
to governmental units. The following is a summairyhe significant accounting policies used by
the Road Commission.

Reporting Entity

The Road Commission, which was established pursimatihie County Road Law, Michigan
Compiled Law (MCL) 224.1, is governed by an appsih6-member Board of County Road
Commissioners. The Road Commission may not issbhievdéhout the county's approval and the
property tax levy for road purposes is subject tmi@y Board of Commissioners' approval. If
approval is granted, Road Commission taxes aredewnder the taxing authority of the county,
as approved by the county electors, and would tleded as part of the county's total tax levy as
well as reported in the County Road Fund.

The criteria established by the Governmental ActiogrStandards Board (GASB) Statement No.
61, The Financial Reporting Entity, for determining the reporting entity includes srght
responsibility, fiscal dependency and whether tharicial statements would be misleading if the
component unit data were not included. Based ormabwve criteria, these financial statements
present the Road Commission, a discretely preseai@gponent unit of Van Buren County.

The Road Commission General Operating Fund is tesedntrol the expenditures of Michigan
Transportation Fund (MTF) monies distributed to¢banty, which are earmarked by law for road
and highway purposes. The Board of County Road Cssiamers is responsible for the
administration of the Road Commission General pegd-und.

Basis of Presentation--Government-Wide Financiateshents

The government-wide financial statements (i.e.,Steement of Net Position and the Statement
of Activities) report information on all non-fidway activities of the Road Commission. There is
only one fund reported in the government-wide friahstatements.

The Statement of Net Position presents the Roadn@ission’s assets, deferred outflows,
liabilities, and deferred inflows of resources witie difference being reported as either net
investment in capital assets or restricted nettjoosi The net position not related to capital &sse
is classified as restricted due to legal constsaint

The Statement of Activities demonstrates the degpeehich the direct expenses of a given

function or segment is offset by program reveniideect expenses are those that are clearly
identifiable with a specific function or segmentio§am revenues include: 1) charges to
customers or applicants who purchase, use or Hireenefit from goods, services or privileges

provided by a given function or segment; and 2ntgand contributions that are restricted to

meeting the operational or capital requirementsa @iarticular function or segment. Taxes and
other items not properly included among programenees are reported instead as general
revenue.
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VAN BUREN COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESContinued)

Basis of Presentation--Fund Financial Statements

Separate financial statements are provided foGi#eeral Operating Fund (governmental fund).
The General Operating Fund is an independent feswdlaccounting entity with a self-balancing

set of accounts. Fund accounting segregates fuundsding to their intended purpose and is used
to aid management in demonstrating compliance \iitance-related legal and contractual

provisions.

Measurement Focus/Basis of Accounting--GovernmeitteVFinancial Statements

The government-wide financial statements are regdortsing the economic resources
measurement focus and the accrual basis of acogurRievenue is recorded when earned and
expenses are recorded when a liability is incuredardless of the timing of related cash flows.
Property taxes are recognized as revenue in thefgpeahich they are levied. Grants and similar
items are recognized as revenue as soon as abilgljgrequirements imposed by the provider
have been met.

Amounts reported as program revenue include: Iygesato customer or applicants for goods or
services or privileges provided; 2) Michigan Tram$ation Funds, State/Federal contracts and
township contributions. Internally dedicated resesrare reported as general revenue rather than
as program revenue. Likewise, general revenuedeslall taxes.

When both restricted and unrestricted resourceavaiable for use, it is the Road Commission’s
policy to use restricted resources first, then sinieted resources as needed.

Measurement Focus/Basis of Accounting--Fund Firsrgatements

Governmental fund financial statements are repousthg the current financial resources
measurement focus and the modified accrual basasadunting. Revenue is recognized as soon
as it is both measurable and available. Measuraiées to the ability to quantify in monetary
terms the amount of the revenue. Revenue is caieside be available if it is collected within the
current period or soon enough thereafter to pdyliiis of the current period. For this purpose,
the government considers revenues to be availbtiley are collected within 60 days of the end
of the current fiscal period. Expenditures gengrate recorded when a liability is incurred, as
under accrual accounting. However, debt servicerapures, as well as expenditures related to
compensated absences and claims and judgmentscarded only when payment is due.

Michigan Transportation Funds, grants, permits,nsinp contributions and interest associated
with the current fiscal period are all consideredbe susceptible to accrual and have been
recognized as revenue of the current fiscal perdidother revenue items are considered to be
available only when cash is received by the Roaahi@ission.
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VAN BUREN COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESContinued)

Pension Trust and Retiree Health Care Funds

The Pension Trust and Retiree Health Care Fundsi@eunted for on the flow of economic
resources measurement focus. With this measurdomry, all assets and all liabilities associated
with the operation of these funds are includednenltalance sheet. Operating statements present
increases and decreases in net position. Theses finidw the accrual basis of accounting.
Revenues are recorded when they are measurabkeaamed, and expenditures when the related
liability is incurred.

Cash and Investments

Cash and cash equivalents are considered to beocashnd, demand deposits, and short-term
investments with a maturity of three months or l@kgn acquired. Investments are stated at fair
value, based on quoted market prices.

Property Taxes Receivable

The Road Commission’s tax is levied and collectiiteDecember 1, 2018; and is recognized as
revenue in the year ended December 31, 2019, wieeprbceeds of the levy are budgeted and
available for the financing of operations. The 2G&8able valuation of Van Buren County
amounted to $4,251,179,075, less $631,807,910ifi@scvillages, and other adjustments on
which ad valorem taxes of .9735 mills were leviedthe Road Commission for road construction
purposes for a total receivable of $2,400,000.

The county’s 2018 ad valorem tax is levied andemible on December 1, 2018, and is reported
as taxes receivable and is offset by (deferrecdbwnfbf resources) unavailable revenue as of
December 31, 2018.

Inventories

Inventories are priced at cost as determined omattezage cost method. Inventory items are
charged to road construction and equipment maintanand repairs and operations as used.

Capital Assets

Capital assets, which include property, plant asugment, and infrastructure assets (e.g., roads,
bridges, and similar items), are reported in thedsal Operating Fund in the government-wide
financial statements. Capital assets are defineithdyRoad Commission as assets with an initial
individual cost of more than $1,000 and an estichateful life in excess of two years. Such assets
are recorded at cost or estimated historical dgsticchase or construction. Donated capital assets
are recorded at estimated fair market value ati#tte of donation.
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VAN BUREN COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESContinued)

Depreciation

Depreciation on Road Commission capital assetispated on the sum-of-the-years'-digits
method for road equipment and straight-line metfadall other capital assets. The Uniform
Accounting Procedures Manual for Michigan Countya®&ommissions provides for recording
depreciation in the General Operating Fund as egehta various expense accounts and a credit
to a depreciation account for non-infrastructuréateel assets. Accordingly, the annual
depreciation expense does not affect the avaifabld balance of the General Operating Fund for
the non-infrastructure related assets; the infuatiire asset depreciation is reported as a separate
line-item in the Statement of Activities.

The depreciation rates are designed to amortizedbeof the assets over their estimated useful
lives as follows:

Buildings and Improvements 30 to 50 years
Road Equipment 5to 8years
Shop Equipment 5to 10 years
Office Equipment 3to 10 years
Engineering Equipment 4 to 10 years
Infrastructure--Roads 8 to 30 years
Infrastructure—Bridges 12 to 50 years
Infrastructure — Traffic Signals 15 years

Deferred Outflows/Inflows of Resources

In addition to assets, the Statement of Net Posdind/or balance sheet will sometimes report a
separate section for deferred outflows of resourééss separate financial statement element
represents a consumption of net position that eppio a future period and so will not be
recognized as an outflow of resources (expensefekjoee) until then. In this category, deferred
outflows of resources are related to the definetebepension plan. The deferred outflows of
resources result from two transactions: contrimgito the defined pension plan subsequent to the
plan’s year end through the Road Commission figeat end; and the variance between the plan’s
actual investment earnings compared to the plasaraed investment earnings.

The deferred inflows of resources are reported e government-wide Exhibit A and

governmental fund financial statements Exhibit € pooperty taxes levied in the amount of
$2,400,000 during the year that are intended tanfie future periods as well as changes in
investments, assumptions, and experience relatgertsion and other postemployment benefits.
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VAN BUREN COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

NOTE A--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIESContinued)

Long-Term Obligations

In the government-wide financial statements, logrgatdebt and other long-term obligations are
reported as liabilities in the Statement of NetifRws

Property Taxes

Property taxes are levied on each December 1 ornattable valuation of property as of the
preceding December 31. Taxes are considered delmicgan March 1 of the following year, at
which time penalties and interest are assessed.

The 2017 taxable valuation of Van Buren County amted to $4,181,195,998, less $643,406,266
for cities, villages, and other adjustments on Wwhad valorem taxes of .9735 mills were levied
for the Road Commission for road construction pagsdfor total revenue of $2,369,491.

Use of Estimates

The preparation of financial statements in conftymwith generally accepted accounting
principles requires management to make estimatdsaasumptions that affect the reported
amounts of assets and liabilities, the disclosticmntingent assets and liabilities at the datidef
financial statements, and the reported amountswaues and expenditures during the reporting
period. Actual results could differ from those esites.

Fund Balance Classifications

In the fund financial statements, governmental funeport the following components of fund
balance which comprise a hierarchy based on treneid which the Road Commission is bound
to honor constraints on the specific purposes fockvamounts in those funds can be spent.

Non-Spendable Fund Balances

Non-spendable fund balances include amounts inrgovental funds to designate amounts which
are not available for spending or are legally antcactually required to be maintained. The non-
spendable amount reported on Exhibit C is relatdtie inventory on hand of $862,740.

Restricted Fund Balances

Restricted fund balance category includes amobatscan be spent only for the specific purposes
stipulated by constitution, external resource paexs, or through enabling legislation. The

remaining Road Commission Funds are restrictedheg ¢an only be used in accordance with
1951 PA 51.

The Van Buren County Road Commission doeshaoe a formal minimum fund balance policy.
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VAN BUREN COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

NOTE B--STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Procedures

Budgetary procedures are established pursuantGd B9 2, MCL 141.421, which requires the

Board of County Road Commissioners to approve @éiutbr the County Road Fund. Pursuant
to the Act, the Road Commission’s chief administeabfficer (manager) prepares and submits a
proposed operating budget to the Board for itses@vénd consideration. The Board of County
Road Commissioners conducts a public budget heamag subsequently, adopts the operating
budget. The budget is prepared on the modifieduatdrasis of accounting, which is the same
basis as the fund financial statements.

NOTE C--CASH DEPOSITS AND INVESTMENTS

Deposits are carried at cost. Deposits of the Rb@mtmission are made in banks in the name of
the Van Buren County Treasurer. MCL 129.91, as améiby 1997 PA 196, authorizes the county
treasurer to deposit and invest in the accourfiesdairally insured banks, credit unions, and savings
and loan associations; bonds, securities, andtdiggations of the United States (U.S.), or any
agency or instrumentality of the U.S. in which gracipal and interest is fully guaranteed by the
U.S., including securities issued or guaranteeithbysovernment National Mortgage Association;
U.S. government or Federal agency obligation répage agreements; bankers' acceptance of U.S.
banks; mutual funds composed of investment vehieleish are legal for direct investment by
local units of government in Michigan; commercialppr rated by two standard rating agencies
within the two highest classifications, which masimot more than 270 days after the date of
purchase; and obligations of the State of Michigarits political subdivisions which are rated
investment grade. Financial institutions eligile deposit of public funds must maintain an office
in Michigan.

The Pension Trust Fund is also authorized by 19681, to invest in certain reverse repurchase
agreements, stocks, diversified investment comgam@ienuity investment contracts, real estate
leased to public entities, mortgages, real esifteg trust fund assets exceed $250 million), debt
or equity of certain small businesses, certairestaid local government obligations and certain
other specified investment vehicles.

The Retiree Health Care Trust (the “Trust”) is auihed by Michigan Public Act 314 of 1965, as
amended, to invest in certain reverse repurchaseeagpnts, stocks, diversified investment
companies, annuity investment contracts, real edestsed to public entities, mortgages, real
estate, debt or equity of certain small businessssain state and local government obligations,
and certain other specified investment vehicleg Abt places percentage limitations on certain
investments. The Trust's deposits and investmetitips are in accordance with statutory
authority.
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VAN BUREN COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

NOTE C--CASH DEPOSITS AND INVESTMENTS (Continued)

The Road Commission has designated one bank andred#& union for the deposit of Road
Commission funds. The investment policy adoptethieyBoard in accordance with 1943 PA 20,
has authorized investment in the instruments desdrin the preceding paragraph. The Road
Commission's deposits and investment policy aseaordance with statutory authority.

At year end, the Road Commission’s deposits anelsiments were reported in the basic financial
statements in the following categories:

Operating
Func Trust Fund Total
Cash $ 7,050,929 $ - $ 7,050,929
Investments - 8,464,042 8,464,042

$ 7,050,929 $ 8,464,042 $ 15,514,971

Custodial Credit Risk

Custodial credit risk for deposits is the risk thatthe event of the failure of a depository fineah
institution, a government will not be able to reepwts deposits or will not be able to recover
collateral securities that are in the possessioanobutside party. Michigan law and the Road
Commission’s investment policy do not contain legrapolicy requirements that would limit the
exposure to custodial credit risk for depositse Bank balance of the road commission’s deposits
is $7,203,304 of which $29,811 is covered by Fdddeaository insurance and $1,250,000 is
NCUA insured. The remaining $5,923,493 is uncelalized. The Road Commission believes
that due to the dollar amounts of cash depositstamdmits of FDIC insurance, it is impractical
to insure all deposits. As a result, the Road Cassion evaluates each financial institution with
which it deposits funds and assesses the levaslofof each institution; only those institutions
with an acceptable estimated risk level are usedeg®sitories. The Road Commission also
maintains $600 in imprest cash.

Investments Authorized by the Road Commission’&$étment Policy

The Road Commission’s investment policy only auttes investment in all those that are
authorized by law. The Road Commission has limitesdr investments to money markets and
investments related to pension benefits. All invesits are held in the name of the Road
Commission.
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VAN BUREN COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

NOTE C--CASH DEPOSITS AND INVESTMENTS (Continued)

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in rtnkterest rates will adversely affect the failuea

of an investment. Generally, the longer the matwritan investment the greater the sensitivity of
its fair value to changes in market interest ra@se of the ways that the Road Commission
manages its exposure to interest rate risk is Iogycpzating in mutual funds which hold diverse
investments that are authorized by law for direeestment. Due to the investment in the pension
trust funds and MERS Money Market Funds, therenarmaturity dates for these investments.

Concentration of Credit Risk

Generally, credit risk is the risk that an issulear investment will not fulfill its obligation tthe
holder of the investment. This is measured by #seggament of a rating by a nationally recognized
statistical rating organization. The mutual fundel goension trust funds do not have a rating
provided by a nationally recognized statisticalngrganization.

The investment policy of the Road Commission corstaio limitations on the amount that can be
invested in any one issuer beyond that stipulayelllichigan law.

Custodial Credit Risk

Custodial credit risk for deposits is the risk thatthe event of the failure of a depository fineah
institution, a government will not be able to reepwts deposits or will not be able to recover
collateral securities that are in the possessioanobutside party. Michigan law and the Road
Commission’s investment policy do not contain legrapolicy requirements that would limit the
exposure to custodial credit risk for deposits.

The custodial credit risk for investments is thekrthat, in the event of the failure of the
counterparty (e.g., broker/dealer) to a transaci@ogovernment will not be able to recover the
value of its investment or collateral securitiegtthre in the possession of another party. Michigan
law and the Road Commission’s investment policypdibcontain legal or policy requirements that
would limit the exposure to custodial credit risk investments. With respect to investments,
custodial credit risk generally applies only taedirinvestments in marketable securities. Custodial
credit risk does not apply to the Road Commissiamdérect investment in securities through the
use of mutual funds or government investment pdlisof the investments are through the use
of mutual funds and are therefore not rated.

Fair Value Measurements

Fair value is defined as the price that would loeireed to sell an asset or paid to transfer alitgbi

in an orderly transaction between market partidipat the measurement date. A fair value
hierarchy is also established which requires antyetd maximize the use of observable and
minimize the use of unobservable inputs.
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NOTE C--CASH DEPOSITS AND INVESTMENTS (Continued)

Investments in Entities that Calculate Net Assdu¥@er Share

The Road Commission holds $7,810,716 in sharesiterasts in the Fifth Third investment
account and $653,326 in the MERS total market fihdre the fair value of the investments are
measured on a recurring basis using net asset patughare (or its equivalent) of the investment
companies as a practical expedient. MERS invesistsin a manner which will seek the highest
investment return consistent with the preservatibprincipal and meet the daily liquidity needs
of participants.
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NOTE D--CAPITAL ASSETS

Capital Assets Not Being Depreciated

Land and Improvements
Infrastructure Right of Ways

Infrastructure Land Improvements
Subtotal

Capital Assets Being Depreciated

Land Improvements
Buildings and Improvements
Road Equipment

Shop Equipment

Office Equipment
Engineers' Equipment

Yard and Storage
Depletable Assets
Infrastructure--Traffic Signals
Infrastructure--Bridges
Infrastructure--Roads

Total

Less Accumulated Depreciation

Land Improvements
Buildings and Improvements
Road Equipment

Shop Equipment

Office Equipment
Engineers' Equipment

Yard and Storage
Depletable Assets
Infrastructure--Traffic Signals
Infrastructure--Bridges
Infrastructure--Roads

Total
Net Capital Assets Being Depreciated

Total Net Capital Assets

A summary of changes in the Road Commission's alagstsets is as follows:

Account Account

Balances Balances
01/01/18 Additions Deductions 12/31/18
$ 380,512 % - % - $ 380,512
24,429 20,217 - 44,646
11,856,421 - - 11,856,421
12,261,362 20,217 - 12,281,579
561,495 - - 561,495
7,281,919 17,173 - 7,299,092
10,149,127 1,437,977 99,841 11,487,263
181,699 3,400 - 185,099
89,800 32,178 - 121,978
92,183 12,188 - 104,371
231,345 - - 231,345
146,078 - - 146,078
287,452 - - 287,452
14,809,581 117,011 - 14,926,592
75,155,627 4,085,794 2,375,523 76,865,898
108,986,306 5,705,721 2,475,364 112,216,663
250,677 20,784 - 271,461
2,151,418 146,502 - 2,297,920
8,228,259 941,254 99,550 9,069,963
155,264 5,523 - 160,787
82,390 6,002 - 88,392
77,476 6,525 - 84,001
165,655 5,059 - 170,714
108,122 296 - 108,418
161,369 15,760 - 177,129
5,147,460 478,924 - 5,626,384
33,630,269 3,769,122 2,375,523 35,023,868
50,158,359 5,395,751 2,475,073 53,079,037
58,827,947 309,970 291 59,137,626
$ 71,089,309% 330,187 $ 291 $ 71,419,205
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NOTE D--CAPITAL ASSETS (Continued)

Depreciation expense charged to programs of thel Reanmission is as follows:

Net Equipment Expense

Direct Equipment $ 941,254
Indirect Equipment 175,473
Net Administrative Expenses
Building 12,077
Engineering 280
Office Equipment 2,565
Depletable Assets 296
Infrastructure Depreciation Expense 4,263,806
Total Depreciation Expense $ 5,395,751
NOTE E--LONG-TERM DEBT
The long-term debt of the Road Commission may Ipensarized as follows:
Balance Balance Due Within
1/1/2018 Additions (Reductions) 12/31/18 One Year
2012 Refunding Bonds for 2006
Installment Purchase
Agreement for New
Garage at an interest
rate of 1.86% $ 1,595,000 $ - $ (385,000) $1,210,000 $ 395,000
Vested Employee Benefits
Vacation and Sick Leave 196,940 21,042 - 217,982 130,789
Totals $1,791,940 $ 21,042 $ (385,000) $1,427,982 $ 525,789
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NOTE E--LONG-TERM DEBT (Continued)

The annual interest and principal requirementshefRoad Commission's long-term borrowing
may be summarized as follows:

General Obligation Unlimited Tax Refunding Bondsri€s 2011

On May 31, 2012, the Road Commission issued $3)2@5n General Obligation Bonds with an
interest rate of 1.96% to advance refund $3,244®06n outstanding installment purchase
agreement from 2006 at an interest rate of 4.49%.Road Commission refunded the installment
purchase agreement to reduce its total debt sepagaents over the next ten years by $395,354
with a net present value savings of $354,760.

Principal Interes Annual
Year 1-June 1-June 1-Dec Total
2019 $ 395,000 $ 11,253 $ 7579 $ 413,832
2020 405,000 7,579 3,813 416,392
2021 410,000 3,813 - 413,813
Total $ 1,210,000 $ 22,645 $ 11,392 $ 1,244,037

Vested Employee Benefits

Vacation is earned based on the following schedule.

Bargaining Uni Non-Union Employee
Hours per Hours per
Years of Pay Years of Pay
Service Period? Service Period’
0-5 3.5 hours 0-5 3.75 hours
6-10 5 hours 6-10 5.75 hours
11-20 6.75 hours 11-20 7.5 hours
21+ 7.5 hours 21+ 8 hours

*limited to twice per month

Vacation pay at 100% is payable to the employeenveémeployment is severed. As of December
31, 2018, there was $98,778 recorded as vaca#biity.

Bargaining Unit--Sick leave is accumulated at thte of thee (3) hours per pay period, up to two
times per month, of active service up to 72 howsyear, with a maximum bank of 432 hours.
Hours in excess of 360 will be paid out annuallg &tte of 50%. Employees with banks in excess
of 432 hours as of 12/31/18 will be allowed to ntaiim and utilize their current sick leave bank
and receive a payout of 72 hours annually at actt&0% until a time where their bank drops
below 432 hours. Upon retirement or death of apleyee, the employee or their estate shall
receive an amount equal to 50% of the sick leagdits at the hourly rate they were paid on the
last day worked.
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NOTE E--LONG-TERM DEBT (Continued)

Non-Union Employees--Sick leave is earned at aghsix (6) hours per month to a maximum of
54 days. Days in excess of 45 will be paid off edta of 50% annually. Upon retirement or death
of an employee with less than 15 years of sentlue,employee or their estate shall receive an
amount equal to 50% of the employee’s unused siakd credits at the rate paid on the last day
worked. For employees with 15 or more years ofiserthe employee or their estate shall receive
an amount equal to 60% of the employee’s unus&desawe credits at the rate paid on the last day
worked to a maximum of 54 days.

As of December 31, 2018, there was a total of #recorded as sick leave liability for both
the bargaining unit and administrative employees.

NOTE F--EMPLOYEES' RETIREMENT SYSTEM

PLAN DESCRIPTION

Summary of Sgnificant Accounting Policies. For purposes of measuring the net pension liability
deferred outflows of resources and deferred infl@filgesources related to pension, pension
expenses and information about the fiduciary ndlitpm of the Van Buren County Road

Commission Pension Plan and additions to/deducfiams the fiduciary net position have been

determined on the same basis as they are repoytdel/an Buren County Road Commission.
For these purposes, benefit payments (includingwds of employee contributions) are recognized
when due and payable in accordance with the beteeifits. Investments are reported at fair value.

Plan Description: Van Buren County Road Commission administers the Blaren County Road
Commission Pension Plan — a single-employer defoegefit pension plan that provides pensions
for participants as defined by the plan documerandement of the plan is the responsibility of
the Road Commission.

Benefits Provided: For active participants in the plan: 1.7% of averagonthly compensation
multiplied by years of credited benefit service.

Employees Covered by Benefit Terms. As of December 31, 2018, Retirement Plan membership
consisted of the following:

Inactive Plan Members Receiving Benefits 43
Inactive Members Entitled To, Not Yet Receiving Béis 8
Active Plan Members 50
Total Participants 101
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NOTE F--EMPLOYEES' RETIREMENT SYSTEM (Continued)

Contributions: The Van Buren County Road Commission Pension Rias established and is
being funded under the authority of the County RGadmission and under agreement with the
bargaining unit representing various employees. glag's funding policy is that employees will
contribute a fixed portion of their pay at ratega@fped in the plan document, and the employer
will contribute any remaining required amounts atednined by an annual actuarial valuation.
Current rates of employee contributions are 5%oofgensation for union employees and 4% of
compensation for non-union employees. The plancdBs for the Road Commission to contribute
amounts sufficient to fund the plan in accordanigt minimum funding standards of the Internal
Revenue Code. There are no long-term contractsdotributions to the plan. The plan has no
legally required reserves.

NET PENSION LIABILITY

The Road Commission’s net pension liability was soeed as of December 31, 2018, and the
total pension liability used to calculate the nehgion liability was determined by an actuarial
valuation as of that date.

Actuarial Assumptions. The total pension liability was determined by atuarial valuation as of
January 1, 2019, and the following actuarial asdiong, applied to all periods included in the
measurement:

Inflation 2.00%
Salary increases 2.00%
Investment rate of return 4.78%

The mortality tables used were the RP-2014 BludaCdortality with modified MP-2018
improvement factors. Improvement factors have beedified to change ultimate rate to 0.50%.

The long-term expected rate of return on retirenpdah investments was determined using a
building-block method in which best-estimate rangésexpected future real rates of return
(expected returns, net of retirement plan investragpense and inflation) are developed for each
major asset class. These ranges are combineddagaadhe long-term expected rate of return by
weighting the expected future real rates of retyrhe target asset allocation percentage and by
adding expected inflation. Best estimates of ardtimreal rates of return for each major asset
class included in the retirement plan’s target taglecation as of January 1, 2019 (see the
discussion of the retirement plan’s investmentgylare summarized in the following table:
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NOTE F--EMPLOYEES' RETIREMENT SYSTEM (Continued)

Long-Term Expected
Real Rate of Return

Asset Target

Class Allocation
Domestic Equity 47%
International Equity 13%
Fixed Income 23%
Real Estate 8%
Cash 3%
Alternative Funds 6%

5.23%
6.47%
3.03%
5.88%

3.13%
3.72%

The sum of each target allocation times its lorigitexpected real rate is 4.78%he long-term

expected rate of return is 6.78%.

Discount Rate: The discount rate used to measure the total persibitity was 6.75%.The
projection of cash flows used to determine the alist rate assumed that plan member
contributions will be made at the current contribatrate and that employer contributions will be
made at rates equal to the most recent recommesaigdbution expressed as a percentage of
covered payroll. Based on those assumptions, tirement plan’s fiduciary net position was
projected not to be sufficient to make all projelcfeture benefit payments of current plan

members.
Changes in the Net Pension Liability

Total Pension

Plan Fiduciary

Net Pension
Liability (a) Net Postion (b) Liability (a)-(b)

Balance--January 1, 2018 $ 8,781,873% 8,626,089 % 155,784
Changes for the Year
Service Cost 135,102 - 135,102
Interest 580,070 - 580,070
Experience (Gains)/Losses (41,430) - (41,430)
Change in Actuarial Assumptions (40,247) - (40,247)
Contributions-Employer - 275,000 (275,000)
Contributions-Employee - 96,622 (96,622)
Net Investment Income - (499,057) 499,057
Benefit Payments, Including Refunds
of Employee Contributions (646,673) (646,673) -
Administration Expense - (40,894) 40,894
Net Changes (13,178) (815,002) 801,824
Balance--December 31, 2018 $ 8,768,695 7,811,087 $ 957,608
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NOTE F--EMPLOYEES' RETIREMENT SYSTEM (Continued)

Sengitivity of the net pension liability to changes in the discount rate: The following presents the
net pension liability (NPL) of the Road Commissioalculated using the discount rate of 6.75%,
as well as what the net pension liability wouldfaéwere calculated using a discount rate that is
1% percentage point lower (5.75%) or 1 percentaga pigher (7.75%) than the current rate:

1% Decrease, Current Discount 1% Increase,

5.75% Rate, 6.75% 7.75%
Total Pension Liability $ 9,751,194 $ 8,768,695 $ 7,935,986
Plan Fiduciary Net Position (7,811,087) (7,811,087) (7,811,087)
Net Pension Liability $ 1,940,107 $ 957,608 $ 124,899

Pension Plan Fiduciary Net Position: Detailed information about the pension plan’s iduy net
position is available in the separately issuedriona report. A summary of that report’s activity
is provided in Exhibits G and H.

Pension Expense and Deferred Outflow of ResountgPaferred Inflows of Resources Related
to Pensions

For the year ended December 31, 2018, the Road simm recognized pension expense of
($4,151). At December 31, 2018, the Road Commissaported deferred outflows of resources
and deferred inflows of resources related to perssimom the following sources:

Deferred Outflow Deferred Inflow

of Resources of Resources

Experience (Gains)/Losses $ 64,108 $ 518,342
Changes in Assumptions 1,415,644 1,283,809
Investment Earnings (Gains)/Losses 584,889 -
Total $ 2,064,641 $ 1,802,151
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NOTE F--EMPLOYEES' RETIREMENT SYSTEM (Continued)

Amounts reported as deferred outflows of resouarekdeferred inflows of resources related to
pensions will be recognized in pension expenselasAfs:

Year Ended Amount
31-Dec Recognized
2019 $ 183,005
2020 94,454
2021 66,308
2022 205,134

Thereafter (286,411)

NOTE G--DEFERRED COMPENSATION PLAN

The Van Buren County Board of Road Commissionefarefall Road Commission employees

deferred compensation plans created in accordartieehe Internal Revenue Code (IRC), Section
457 with Municipal Employee’s Retirement System R and L2 Advisors. The assets of the
plans were held in a trust, custodial account owag contract described in IRC Section 457(g)
for the exclusive benefit of the participants (eaygles) and their beneficiaries. The custodial
account is held by the custodian thereof for thelwstve benefit of the participants and

beneficiaries of this Section 457 plan and thetassay not be diverted to any other use. The
administrators are agents of the employer for psgpaf providing direction to the custodian of
the custodial account from time to time to the stweent of the funds held in the account, transfer
of assets to or from the account and all otheremattn accordance with the provisions of GASB

Statement No. 32, plan balances and activities@ireeflected in the Road Commission’s financial
statements.

NOTE H--POSTEMPLOYMENT BENEFITS--HEALTHCARE INSURAGE

Plan Description. In addition to the pension benefits describeNate F, the Road Commission
administers a single-employer defined benefit lhealte plan. The Road Commission provides
postemployment healthcare insurance benefits tdaioeretired union and administrative
employees through the Road Commission’s group h@aurance plan which covers both active
and retired members. Benefit provisions are esthél through negotiations between the Road
Commission and the union in accordance with therl@iontract and personnel policy which is
negotiated every three-year bargaining period.
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NOTE H--POSTEMPLOYMENT BENEFITS--HEALTHCARE INSURAGE (Continued)

Benefits Provided. Effective January 1, 2009, bargaining unit emplesy@@o retire after having
attained the age of 62, and after completing 20syebservice, the Road Commission will pay on
behalf of such retiring employee or his widow ughe same amount toward health, dental, and
vision insurance premiums paid on behalf of curemployees. Retirees will be billed at the
80/20% rate as long as any person covered bygbbay is covered in an active suffix. The Road
Commission will pay up to $675 per covered pergam,month, toward the cost of the provided
health insurance plan(s). Once employees becontkchte eligible, they will be moved to a
Medicare enhanced plan and the Road Commissiorpasilup to $475 per covered person, per
month, towards the cost of the provided healthriausce plan(s).

For bargaining unit employees whose last daterefikion or after January 1, 2008, and who retire
from the Road Commission after having attainedaiipe of 62 and after completing 25 years of
service, the Road Commission will pay on beha#fuath retiring employee only, 80% of the single
subscriber rate paid on behalf of current employget a maximum of $675 per month, and the
retiring employee may elect to pay the additiomahgium to provide coverage for his/her spouse.
Once employees become Medicare eligible, theyhelimoved to a Medicare enhanced plan and
the Road Commission will pay on behalf of suchriregi employee only, up to $475 per month
towards the cost of the provided health insuranae(p).

For bargaining unit employees hired after Januar®0l5, who retire with 20 or more years of
service are eligible for up to 60 months of coveratarting no earlier than age 60 and ending
when they become eligible for Medicare. The Roath@dssion will pay on behalf of such retiring
employee only, 80% of the single subscriber ratd pa behalf of current employees, up to a
maximum of $675 per month. This benefit does noluide coverage or payment for the retired
employee’s spouse, dependents, or other eligibdevittuals. The retired employee shall be
responsible for their health insurance premiunhatiime of becoming eligible for Medicare.

For administrative employees who retire after hg\attained the age of 62, and have completed
a minimum of 15 years of service, the Road Commissvill pay its portion of the personal
premium or subscription rate for the continuancéhefmedical, dental, and vision coverage for
the employee and then eligible dependents. The Roadmission will also continue the medical,
dental, and vision coverage for widows/widowersmiployees who have had 15 or more years of
service with the Road Commission or widows/widowaremployees who are killed on the job.
The premium for retirees will be billed 20% retit®@% Road Commission as long as any person
covered by their policy is covered in an activefisuf The Road Commission’s contribution is
capped at $625 per covered person, per month, dewae cost of the provided active health
insurance plan(s). Once retirees become Medidayble, they will be moved to a Medicare
enhanced plan and the Road Commission will payou$4’5 per covered person, per month
towards the cost of the provided health insuranae(p).
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NOTE H--POSTEMPLOYMENT BENEFITS--HEALTHCARE INSURAGE (Continued)

Administrative employees hired after November 1020who retire with 20 or more years of
service will be eligible for up to 60 months of evage, starting no earlier than age 55, and ending
at age 65. The Road Commission will pay on behadfuch retiring employee only, 80% of the
single subscriber rate of such insurance covergg® $675 per month. This benefit does not
include payment for retired employee’s spouse ayildé dependents; however, the retired
employee may elect to pay additional premiums twiple coverage for his/her spouse or eligible
dependents. The retired employee shall be resgderfsibhis/her health insurance premium at age
65 and beyond.

Employees covered by benefit terms. At the September 30, 2018, the following employeese
covered by the benefit terms:

Inactive Plan Members Receiving or Entitled To FetBenefits 34
Covered Spouse 24
Active Plan Participants 55
Total Participants 113

Contributions. The Van Buren County Road Commission Retiree tHe@lare Plan was
established and is being funded under the authofitye Road Commission. The plan’s funding
policy is that the employer will contribute any vegd amounts as determined by an annual
actuarial valuation as a reference but not a defexrequirement. Currently, benefit payments are
made from the general operating funds. Activeigigents do not make contributions to the plan.
There are no long-term contracts for contributiomghe plan. The plan has no legally required
reserves. The Road Commission had no obligationake contributions in advance of when the
insurance premiums were due for payment (in othends; this was financed on a "pay-as-you
go" basis). During the year, the Road Commissiontridouted $270,055 for the benefit. In
addition to the “pay-as-you-go” amount, the Roadn@ossion also contributed $320,000 to a
MERS OPEB Trust Fund.

Net OPEB Liability. The Road Commission’s net OPEB liability was swgad as of December
31, 2018.

Actuarial Assumptions. The total OPEB liability was determined by anuacial valuation as of
December 31, 2018 and the following actuarial aggions were use in the measurement:

Inflation 2.5%

Salary Increases 3.5%

Investment Rate of Return 7.75% (including indaj)

GASB 74/75 Discount Rate 5.28%

PA 202 Uniform Discount Rate 4.71%

Mortality RP-2014 adjusted to 2006 total data kegdcount

weighted with MP-2018 improvement
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The long-term expected rate of return on retirenpah investments was determined using a
building-block method in which best-estimate rangésexpected future real rates of return
(expected returns, net of retirement plan investragpense and inflation) are developed for each
major asset class. These ranges are combineddagaadhe long-term expected rate of return by
weighting the expected future real rates of retyrhe target asset allocation percentage and by
adding expected inflation. Best estimates of ardtimreal rates of return for each major asset
class included in the plan’s target asset allooa®of December 31, 2018, are summarized in the
following table:

Long-Term
Expected
Target Real Rate of
Asset Clas Allocation Returr

Global Equity 55.5% 6.15%
Global Fixed Income 18.5% 1.26%
Real Assets 13.5% 7.22%
Diversifying Strategies 12.5% 5.00%

The sum of each target allocation times its lorigitexpected real rate is 5.25%. Together with
2.5% inflation, the long-term expected rate of netafter including inflation is 7.75%.

Discount Rate. The discount rate used to measure the total OFdblity was 5.28%.The
projection of cash flows used to determine the alist rate assumed that Road Commission
contributions will be $320,000 will be made annyaBased on those assumptions, the retirement
plan’s fiduciary net position was not projectedtosufficient to make all projected future benefit
payments of the current plan members. For projdoteefits that are covered by projected assets,
the long-term expected rate was used to discoembjected benefits. From the year that benefit
payments were not projected to be covered by thieged assets (the “depletion date”), projected
benefits were discounted at a discount rate rafiget 20-year AA/Aa tax-exempt municipal bond
yield. A single equivalent discount rate that ygeetde same present value of benefits is calculated.
This discount rate is used to determine the ToREB Liability. The discount rate used as of
December 31, 2017 was 3.21%.
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Changes in Net OPEB Liability

Increase (Decreas

Total OPEB Plan Fiduciary Net OPEB
Changes in Net OPEB Liability Liability Net Positiol Liability
Balance at January 1, 2018 $ 14655534 $ 359,141 $ 14,296,393
Changes for the Year:
Service Cost 338,446 - 338,446
Interest 476,973 - 476,973
Change in Expected and Actual Experience (3,798,30 - (3,755,304)
Change in Plan Terms (4,387,422) - (4,387,422)
Change in Actuarial Assumptions (1,718,338) - (1,718,338)
Contributions - Employer - 590,055 (590,055)
Net Investment Income - (24,551) 24,551
Benefit Payments, Including Refunds (270,055) (270,055) -
Adminstrative Expenses - (1,264) 1,264
Net Changes (9,315,700) 294,185 (9,609,885)
Balance at December 31, 2018 $ 5,339,834 $ 653,326 $ 4,686,508

Sensitivity of the net OPEB liability to changesin the discount rate and healthcare cost trend rates.
The following presents the net OPEB liability oétRoad Commission, as well as what the Road
Commission’s net OPEB liability would be if it wecalculated using a discount rate that is 1-

percentage-point lower or 1-percentage-point higien the current discount rate:
Current

Discount Rate 1% Increase

1% Decrease

5,186,600 $

Net OPEB Liability of the Road Commmission $ 4,686,508 $ 4,253,926

Sengitivity of the net OPEB liability to changes in the healthcare cost trend rates. The following
presents the net OPEB liability of the Road Comiaigsas well as what the Road Commission’s
net OPEB liability would be if it were calculateding healthcare cost trend rates that are 1-
percentage-point lower or 1-percentage-point higihan the current healthcare cost trend rates:

Current

Discount Rate 1% Increase

1% Decrease

4,604,136 $

Net OPEB Liability of the Road Commmission $ 4,686,508 $ 4,773,366
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OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related

to OPEB. For the year ended December 31, 2018, the Roadn(ssion recognized OPEB
expense of ($4,689,280). At December 31, 2018Rthe Commission reported deferred outflows
of resources and deferred inflows of resourcesaeltn OPEB from the following sources:

Deferred Deferred
Outflows of Inflows of
Source Resource Resource
Differences in Experience $ - $ 3,411,412
Differences in Assumptiol - 1,560,98:
Excess (Deficit) Investment Returns 51,788 -
Total $ 51,788 $ 4,972,393

Amounts reported as deferred outflows of resouaresdeferred inflows of resources related to
OPEB will be recognized in OPEB expense as follows:

Years Ending

September 30 Amount
2019 $ (488,302)
2020 (488,302)
2021 (488,302)
2022 (488,302)
2023 (501,249)

Thereafter (2,466,146)

NOTE I--RISK MANAGEMENT

The Road Commission is exposed to various risksssfrelated to property loss, torts, errors and
omissions, employee injuries, as well as medicaebes provided to employees. The county road
commissions in the State of Michigan establishetiaaated a trust fund, known as the Michigan
County Road Commission Self-Insurance Pool (Paai¥yant to the provisions of 1982 PA 138.
The Pool is to provide for joint and cooperativdi@t relative to members’ financial and
administrative resources for the purpose of praygjdrisk management services along with
property and liability protection. Membership istrected to road commissions and related road
commission activities with the State.

The Pool operates as a common risk-sharing managepnegram for road commissions in
Michigan; member premiums are used to purchasesexnsurance coverage and to pay member
claims in excess of deductible amounts. If for asgson the Pool’'s resources available to pay
losses are depleted, the payment of all unpaisgk$oet the member is the sole obligation of the
member.
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The Road Commission pays an annual premium todbefé&r automobile and equipment liability,
trunkline liability, errors and omissions, bodilgjury, property damage, and personal injury
liability. The agreement for the information of ti®ol provides that the Pool will be self-
sustaining through member premiums and will purehasth specific and aggregate stop-loss
insurance to the limits determined necessary byRbel Board. Commercial insurance was
purchased for property coverage (buildings and esis). Commercial insurance was also
purchased for healthcare benefits and workers cosgtien insurance through the Accident Fund
of Michigan.

At December 31, 2018, there were no claims whicteeded insurance coverage. The Road
Commission did not have any significant reductionnsurance coverage from previous years.
Settled claims for the Road Commission have noteded the amount of insurance coverage in
any of the past 3 years.

NOTE J--FEDERAL GRANTS

The Michigan Department of Transportation (MDOTQuges that road commissions report all
Federal and State grants pertaining to their coubilying the year ended December 31, 2018, the
Federal grants received and expended by the Roadnizsion was $1,106,493 for contracted
projects and $0 for negotiated projects. Contraptegects are defined as projects performed by
private contractors paid for and administrated Hy®T. The contracted Federal projects are not
subject to single audit requirements by the roadrosions, as they are included in MDOT’s
single audit.

Negotiated projects are defined as projects peddrby Road Commission employees or private
contractors paid for and administered by the Roanhi@ission which are subject to single audit
requirements, if the amount expended is $750,000ane. A single audit was not performed

during the fiscal year ended December 31, 2018.

NOTE K--TAX ABATEMENTS

Industrial Facilities Exemption Municipalities with the County’s boundaries entered into
property tax abatement agreements with local base® under the Plant Rehabilitation and
Industrial Development Districts Act (known as thelustrial Facilities Exemption) PA 198 of
1974, as amended. The IFT on a new plant and rousinial property, such as some high-tech
personal property, is computed at 50% of the ptgfex bill for new property. For rehabilitation
purposes, the taxable values can be frozen. Foyahe ended December 31, 2018, the Road
Commission’s property tax revenue for general apmra were reduced by $30,838 under the IFT
program.
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VAN BUREN COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

NOTE L--RESTATEMENT OF NET POSITION

During the current fiscal year, the Road Commissiolopted GASB Statement Number 75,
Accounting and Financial Reporting for Postempl oyment Benefits Other Than Pensions. Due to this
implementation, the government-wide statements molude a net OPEB liability for unfunded
OPEB obligations. The statement of net positioregtated to record the liability as of October 1,
2017:

Governmental
Activities
Beginning Net Position--January 1, 2018 $71,021,408
Net OPEB Liability (14,296,393)
Net OPEB Obligation 5,183,684
Restated Beginning Net Position--January 1, 2018 $61,908,699

NOTE M--CHANGES IN ACCOUNTING PRINCIPLES

GASB Statement No. 75, Accounting and Financialdripg for Postemployment Benefits Other
Than Pensions, was implemented during the yeas $tatement replaces the requirements of
GASB Statement No. 45, Accounting and Financialdrépg by Employers for Postemployment
Benefits Other Than Pensions. This Statement reguigovernments providing other
postemployment benefits (OPEB) to recognize thefunded OPEB obligation as a liability for
the first time, and to more comprehensibly and camaiply measure the annual costs of OPEB
benefits. This Statement also enhances accoutyahiid transparency through revised note
disclosures and required supplementary informafRsl).

GASB Statement No. 82, Pension Issues - An AmentliofeBASB Statements No. 67, No. 68,
and No. 73 was also implemented during the yeas $tatement addresses issues regarding (1)
the presentation of payroll related measures iruireq supplementary information, (2) the
selection of assumptions and the treatment of tlems from the guidance in an Actuarial
Standard of Practice for financial reporting pugmsand (3) the classification of payments made
by employers to satisfy employee (plan member)rdmution requirements.

NOTE N--UPCOMING REPORTING CHANGE

In January 2017, the GASB issued Statement No.FRgdciary Activities. The Statement
establishes criteria for identifying fiduciary acties for all state and local governments, focgsin
on (1) whether a government is controlling the &ssd the fiduciary activity and (2) the
beneficiaries for whom a fiduciary relationship s%i Separate criteria are included to identify
fiduciary component units and postemployment beémaefangements that are fiduciary activities.
The Road Commission is currently evaluating theaiotphis standard will have on the financial
statements when adopted during the 2019-2020 fyszal
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VAN BUREN COUNTY ROAD COMMISSION

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

NOTE N--UPCOMING REPORTING CHANGE (Continued)

In June 2017, the GASB issued Statement No. 8&dd he Statement increases the usefulness
of governments’ financial statements by requiriegagnition of certain lease assets and liabilities
for leases that previously were classified as dpeydeases and recognized as inflows of resources
or outflows of resources based on the payment pimviof the contact. The Road Commission is
currently evaluating the impact this standard Wwéle on the financial statements when adopted
during the 2020-2021 fiscal year.

In April 2018, the GASB issued Statements No. &3t&n Disclosures Related to Debt, including
Direct Borrowings and Direct Placements. This Steiet will improve financial reporting by
providing users of financial statements with esasémtformation that currently is not consistently
provided. In addition, information about resourtediquidate debt and the risks associated with
changes un terms associated with debt will be asscl. As a result, users will have better
information to understand the effects of debt @oeernment’s future resource flows. The Road
Commission is currently evaluating the impact gtendard will have on the financial statements
when adopted during the 2019-2020 fiscal year.
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VAN BUREN COUNTY ROAD COMMISSION EXHIBIT |
REQUIRED SUPPLEMENTARY INFORMATION
GENERAL OPERATING FUND--
SCHEDULE OF REVENUES--
BUDGETARY COMPARISON SCHEDULE
For the Y ear Ended December 31, 2018
Original Final Variance
Adopted Amended Favorable
Budget Budget Actual (Unfavorable)
Taxes
Property Taxes 2,400,000 2,400,000 2,369,491 % (30,509)
Licenses and Permits
Weight Permits - 50,000 89,079 39,079
Federal Grants
Surface Transportation Program 1,386,207 750,000 751,572 1,572
Transportation Alternative Program 355,000 350,000 354,921 4,921
State Grants
Michigan Transportation Fund
Engineering 10,000 10,000 10,000 -
Primary Road 4,792,800 5,210,000 5,059,359 (150,641)
Loca Road 3,193,200 3,375,000 3,282,950 (92,050)
Primary Urban Road 360,000 417,000 410,430 (6,570)
Local Urban Road 144,000 174,000 172,527 (1,473)
Snow Removal 55,000 55,000 71,867 16,867
Economic Development Funds
Rura Primary (D) - 20,000 21,708 1,708
Erosion Mitigation Grant - 730,000 731,274 1,274
Local Community Stabilization Funds - - 111,223 111,223
Other State Grants 375,000 1,758,000 1,809,459 51,459
Contributions--Local Units
Townships 3,000,000 3,000,000 3,297,103 297,103
Charges for Services
Salvage Sales - 10,000 12,671 2,671
Other Charges for Services - - 818 818
Interest and Rents
Interest Earned 50,000 50,000 120,655 70,655
Rents and Royalties - - 9,965 9,965
Other Revenue
Contributions From Private Sources - 25,000 37,710 12,710
Reimbursements - 10,000 12,296 2,296
Total Revenue 16,121,207 18,394,000 18,737,078 343,078
Other Financing Sources
Gain on Equipment Disposal 30,000 35,000 35,780 780
Total Other Financing Sources 30,000 35,000 35,780 780
Total Revenues and Other Financing Sources 16,151,207 18,429,000 $ 18,772,858 % 343,858
Fund Balance--January 1, 2018 7,100,000 7,606,992
Total Budget 23,251,207 $ 26,035,992
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VAN BUREN COUNTY ROAD COMMISSION
REQUIRED SUPPLEMENTARY INFORMATION

GENERAL OPERATING FUND--
SCHEDULE OF EXPENDITURES--

BUDGETARY COMPARISON SCHEDULE

For the Y ear Ended December 31, 2018

Primary Road
Preservation/Structural |mprovements
Routine and Preventive Maintenance

Loca Road
Preservation/Structural |mprovements
Routine and Preventive Maintenance

Primary Road Structure
Preservation/Structural |mprovements
Routine and Preventive Maintenance

Loca Road Structure
Preservation/Structural |mprovements
Routine and Preventive Maintenance

Non-Road Projects

Equipment Expense--Net
Direct
Indirect
Operating
Lesss  Equipment Rentals

Distributive Expense

Administrative Expense--Net
Administrative Expense

Less:  Purchase Discounts
Overhead--Other
Capital Outlay--Net
Capital Outlay
Less:  Depreciation Credits
Lesss  Equipment Retirements

Debt Service
Principal Payments
Interest Expense

Total Expenditures
Fund Balance--December 31, 2018

Total Budget

EXHIBIT J
Origina Final Variance
Adopted Amended Favorable
Budget Budget Actual (Unfavorable)
$ 3,341,375 $ 3,345,741 $ 2,500,588 $ 845,153
2,506,600 3,477,856 3,065,735 412,121
1,032,409 1,844,296 1,585,206 259,090
5,764,000 6,625,720 5,872,434 753,286
220,000 20,000 - 20,000
5,000 10,568 6,671 3,897
- 211,200 117,011 94,189
10,000 16,696 13,596 3,100
735,000 835,973 824,644 11,329
200,000 710,002
$ 2,258,239
952,946
375,753
(2,894,973) 691,965 18,037
2,500,000 - - -
680,000 1,126,948
1,054,920
(6,181)
(8,858) 1,039,881 87,067
552,321 751,711
1,523,133
(1,131,945)
(291) 390,897 360,814
385,000 385,000 385,000 -
27,000 27,000 26,379 621
17,958,705 19,388,711 $ 16,520,007 $2,868,704
5,292,502 6,647,281
$ 23,251,207  $ 26,035,992
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VAN BUREN COUNTY ROAD COMMISSION EXHIBIT K
SCHEDULE OF CHANGES IN THE ROAD COMMISSION'S

NET PENSION LIABILITY AND RELATED RATIOS*

For the Year Ended December 31, 2018

2018 2017 2016 2015

Total Pension Liability
Service Cost $ 135,102 $ 198,661 $ 148,764 $ 153,672
Interest 580,070 565,279 617,922 578,498
Difference Between Expected and Actual Experience 1,4@0) (338,245) (267,451) 88,508
Change of Assumptions (40,247) (924,433) 1,910,047 (657,908)
Benefit Payments Including Employee Refunds (646,673 (500,302) (484,893) (555,112)
Net Change in Total Pension Liability (13,178) (999,040) 1,924,389 (392,342)
Total Pension Liability Beginning 8,781,873 9,780,913 7,856,524 8,248,866
Total Pension Liability Ending $ 8,768,695% 8,781,873 $ 9,780,913 $ 7,856,524
Plan Fiduciary Net Position
Contributions-Employer $ 275,000 $ 275,000 $ 279,235 $ 256,819
Contributions-Employee 96,622 94,985 92,207 88,433
Net Investment Income (499,057) 1,189,073 436,010 81,295
Benefit Payments Including Employee Refunds (646,673  (500,302) (484,893) (555,112)
Administrative Expense (40,894) (39,756) (34,898) (34,416)
Net Change in Plan Fiduciary Net Position (815,002) 1,019,000 287,661 (162,981)
Plan Fiduciary Net Position Beginning 8,626,089 7,607,089 7,319,428 7,482,409
Plan Fiduciary Net Position Ending $ 7,811,087 8,626,089 $ 7,607,089 $ 7,319,428
Employer Net Pension Liability $ 957,608 $ 155,784 $ 2,173,824 $ 537,096
Plan Fiduciary Net Position as a Percentage of the

Total Pension Liability 89% 98% 78% 93%
Covered Employee Payroll $ 2,292,097$% 1,884,986 $ 2,089,983 $ 2,105,542
Employer's Net Pension Liability as a Percentage

of Covered Employee Payroll 42% 8% 104% 26%

Notes to Schedule:
Benefit Changes. There were no benefit changes affecting the 20L&atian.

*10-year schedule as required by GASB Statemen&Ravill be built prospectively upon
implementation of the standard.
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VAN BUREN COUNTY ROAD COMMISSION EXHIBIT L
SCHEDULE OF ROAD COMMISSION'S CONTRIBUTIONS
For the Year Ended December 31, 2018

2018 2017 2016 2015 2014 2013 2012 2011 2010 2009

Actuarial Determined Contributions $ 137,237% 215,978 $ 274,432 $ 256,819 $ 225235 $ 280,124 $ 248,450 $ 195592 $ 207,949 $ 260,319

Contributions in Relation to the Actuarially

Determined Contribution 275,000 275,000 279,235 256,819 225,235 280,124 248,450 195,592 207,949 260,319

Contribution Deficiency (excess) $ (137,763% (59,022) $ (4,803) $ - % - $ - $ - $ - $ - $ -

Covered Employee Payroll

$ 2,292,097$ 2,089,983 $2,089,983 $2,105542 $1,797,557 $1,996,727 $1,842,529 $1,846,850 $1,838,616 $1,845,023

Contributions as a Percentage of Covered

Employee Payroll

Notes to Schedule

12% 13% 13% 12% 13% 14% 13% 11% 11% 14%

Methods and Assumptions Used to Determine ConidhiRates:

Valuation Date
Actuarial Cost Method
Asset Valuation Method

Retirement Age
Interest Rate
Mortality Table

Salary Scale

Post-Disablement Mortality Rates
Turnover Rates

Ancillary Benefits Valued

Normal Cost Expenses

Number of Employees Married
Date and Form of Data

Changes Since Prior Valuation

January 1, 2019
Entry Age Normal (level pergen
5-year moving market aveliaggccordance with Rev. proc. 2000-40 Approval {#iiat is, gains and losses (actual vs. expeeteddjecognized
at the rate of 20% per year for 5 years; if neagssiae resulting actuarial value is adjusted tavithin 80% - 120% of market value corridor
Age 62
6.75% per annum, compounded annually
RP-2014 Blue Collar Mortality withadified MP-2014 improvement factors. Improvemexttdrs have been modified to change the convergence
period to 8 years and the ultimate rate to 0.50%.
2% per annum, compounded annually
The 1955 UAW Dilgbtable
5% at age 20 downgraded down to Cf§eab5
Vesting and pre-retiremdefth
Estimate based on prior yeguanses
Assume all employeesraeied and that the female spouse is four yeauager than male spouse
All personnel and asset dataprepared by the plan sponsor or a representati/evas generally relied upon as being correctcantplete
without audit by Watkins Ross
None
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VAN BUREN COUNTY ROAD COMMISSION

SCHEDULE OF CHANGES IN THE ROAD COMMISSION'S

NET OPEB LIABILITY AND RELATED RATIOS*
For the Year Ended December 31, 2018

Total OPEB Liability
Service Cost

Interest

Change in Benefit Terms

Difference between Expected and Actual Experience

Change of Assumptions
Benefit Payments Including Employee Refunds

Net Change in Total OPEB Liability
Total OPEB Liability Beginning
Total OPEB Liability Ending

Plan Fiduciary Net Position
Contributions-Employer

Net Investment Income

Benefit Payments Including Employee Refunds
Administrative Expense

Net Change in Plan Fiduciary Net Position
Plan Fiduciary Net Position Beginning
Plan Fiduciary Net Position Ending

Employer Net OPEB Liability

Plan Fiduciary Net Position as a Percentage of the

Total OPEB Liability
Covered Employee Payroll

Employer's Net OPEB Liability as a Percentage
of Covered Employee Payroll

Notes to Schedule:

Benefit Changes. The Road Commission established maximum contribugimounts for the OPEB benefit in

fiscal year 2018.

$

EXHIBIT M

2018

338,446
476,973
(4,387,422)
(3,755,304)
(1,718,338)

(270,055)
(9,315,700)
14,655,534

5,339,834

590,055
(24,551)
(270,055)

(1,264)
294,185
359,141
653,326

4,686,508

12%

3,024,031

155%

Assumption Changes: Mortality tables updated from IRS tables, treatés updated, salary scale updated from 1.5%,

discount rate changed from 3.21%, and marital asgamchanged from 75%.

*10-year schedule as required by GASB StatemenZBHavill be built prospectively upon

implementation of the standard.
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VAN BUREN COUNTY ROAD COMMISSIO!

SCHEDULE OF ROAD COMMISSION'S CONTRIBUTIONS--OP|

For the Fiscal Year Ending December 31, 2

Actuarial Determined Contributio

Contributions in Relation to the Actuaria

Determined Contributic

Contribution Deficiency (excess)

Covered Employee Payr

Contributions as a Percentage of Cove

Employee Payrc

Notes to Schedu
10 Year Requirement for Disclos

201¢
$ 414,68

270,05!

$ 144,633
$ 3,024,03.

9%

The ten year requirement of information will belbprospectively

Actuarial Valuation Information Relative to the Bahination of Contribution

Valuation Dat

December 31, 20:

Methods and Assumptions Used to Determine ContahuRates

Actuarial Cost Metha
Amortization Metho
Asset Valuation Methc
Discount Rat

Salary Scal

Return on Plan Asse
Mortality Rate:
Turnover Rate

Retirement Ratt

Marital Statu

Entry Age Normal (level of percentage of compersg
Level percent of pe

Market value of asse

5.28% for December 31, 2018 liability and 2019 cbnution

Rationale-Average effective rate consisting of kbeign return on assets and 20-year Aa MunicipaldBmaite

3.5%

Rationale-consistent with Uniform Assumptions uniéablic Act 20:

7.75%

Rationale-based on long term investment str¢

RP-2014 adjusted to 2006 total data set, headeeeighted with MP-2018 improveme
Rationale-Contemporary table consistent with Umifédkssumptions under Public Act Z

Age 20-5.5%; Age 25-4.9%, Age 30-3.7%, Age 35-2.4%e 40-1.1%, Age 45-.3%, Age 50-
Rationale-Based on employer experie

Later of age 62 and eligibili

Rationale-Based on past employer experi

Actual marital status used for future and curretitees; spouses of employees that are not elitpblar
employer contribution toward spousal coverage taeraent will not stay on the pl
Rationale-Based on past employer experi

a7
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VAN BUREN COUNTY ROAD COMMISSIO? EXHIBIT N
SCHEDULE OF ROAD COMMISSION'S CONTRIBUTIONS--OP! (Continued
For the Fiscal Year Ending December 31, 2

Methods and Assumptions Used to Determine ContahuRates (continuec

Medical Cost Bas Pre-65 Single-$590.46; Pre-65 Double-$1,402.11;ibéed Eligble-$374.5
Rationale-Actual monthly medical premiums in effeart201¢

Annual Medical Cos Retiree Spouse
Age Male Femal Male Femal
50 $ 7,68 $ 9,107 $ 10,55¢ $ 12,51¢
55 9,98¢ 10,52¢ 13,72« 14,47:
60 12,81: 12,52¢ 17,61: 17,22:
65 4,49¢ 4,49¢ 4,49¢ 4,49¢

Rationale-Age-weighted annual costs based on préBiums in effect for 2019; actual post-65 an
premiums for 201
Medical Treni Pre-65 - 8.5% in 2020 graded down to 4.5% by .
Post-65 - 7.0% in 2020 graded down to 4.5% by .
Rationale - consistent with Uniform Assumptions enBublic Act 20

Implicit Subsid) Age-weighted cost valui
Rationale-Active employees and pre-65 retireesavered at the same premium r.

40% Excise Tax on "High Cost" Gra Premiums are not projected to exceed the 2022hbids for may years so impact is minimal; the thodds

Health Covera¢ were indexed by CPI plus 1% in 2023 and CPI onbyiti@ng in 2024; the CPI is assumed to be 3% ir3
and following

Data Collectio Date and form of data-All personnel and asset @ateprepared by the plan sponsor or a representati

was generally relied upon as being correct and &etmpvithout audit by Watkins Rc

Assumption Changes Since Prior Valua Mortality tables updated from IRS tables, tren@saipdated, salary scale updated from 1.5%, discats
changed from 3.21%, and marital assumption chafrgetd 75%
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VAN BUREN COUNTY ROAD COMMISSION

GENERAL OPERATING FUND--

ANALY SIS OF CHANGESIN FUND BALANCES

For the Y ear Ended December 31, 2018

Total Revenues

Total Expenditures

Excess of Revenues Over
(Under) Expenditures

Other Financing Sources (Uses)
Gain on Equipment Disposal
Optional Transfers

Total Other Financing Sources (Uses)

Excess of Revenues Over (Under) Expenditures
and Other Financing Sources and (Uses)

Fund Balance--January 1, 2018

Fund Balance--December 31, 2018

EXHIBIT O
County
Primary Local Road
Road Fund Road Fund Commission Totd
$ 6776247 $ 7580190 $ 4380641 $ 18,737,078
6,243,017 8,602,662 1,674,328 16,520,007
533,230 (1,022,472) 2,706,313 2,217,071
- - 35,780 35,780
(533,230) 1,022,472 (489,242) -
(533,230) 1,022,472 (453,462) 35,780
- - 2,252,851 2,252,851
- - 7,606,992 7,606,992
$ - $ - $ 9859843 $ 9,859,843
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VAN BUREN COUNTY ROAD COMMISSION EXHIBIT P
GENERAL OPERATING FUND--

ANALY SIS OF REVENUES

For the Y ear Ended December 31, 2018

County
Primary Local Road
Road Fund Road Fund Commission Tota
Taxes
Property Taxes $ -8 924,000 $ 1445491 $ 2,369,491
Licenses and Permits
Weight Permits - - 89,079 89,079
Federal Grants
Surface Transportation Program 751,572 - - 751,572
Transportation Alternative Program 354,921 - - 354,921
State Grants
Michigan Transportation Fund
Engineering 6,065 3,935 - 10,000
Allocation 5,059,359 3,282,950 - 8,342,309
Urban 410,430 172,527 - 582,957
Snow Removal 33,777 38,090 - 71,867
Economic Development Fund
Rural Primary (D) 21,708 - - 21,708
Erosion Mitigation Grant - - 731,274 731,274
Local Community Stabilization Funds - - 111,223 111,223
Other State Grants - - 1,809,459 1,809,459
Contributions--Local Units
Townships 138,415 3,158,688 - 3,297,103
Charges for Services
Salvage Sales - - 12,671 12,671
Other Charges for Services - - 818 818
Interest and Rents
Interest Earned - - 120,655 120,655
Rents and Royalties - - 9,965 9,965
Other Revenue
Contributions From Private Sources - - 37,710 37,710
Reimbursements - - 12,296 12,296
Total Revenue 6,776,247 7,580,190 4,380,641 18,737,078
Other Financing Sources
Gain on Equipment Disposal - - 35,780 35,780
Total Other Financing Sources - - 35,780 35,780

Total Revenue and Other Financing Sources $ 6776247 $ 7580190 $ 4416421 $ 18,772,858
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VAN BUREN COUNTY ROAD COMMISSION

GENERAL OPERATING FUND--
ANALY SIS OF EXPENDITURES
For the Y ear Ended December 31, 2018

Primary Road
Preservation/Structural |mprovements
Routine and Preventive Maintenance

Loca Road
Preservation/Structural |mprovements
Routine and Preventive Maintenance

Primary Road Structures
Routine and Preventive Maintenance

Local Road Structures
Preservation/Structural |mprovements
Routine and Preventive Maintenance

Non-Road Projects

Equipment Expense--Net
(Per Exhibit J)

Administrative Expense--Net
(Per Exhibit J)

Capital Outlay--Net
(Per Exhibit J)

Debt Service
Principal Payments
Interest Payments

Total Expenditures

EXHIBIT Q
County
Primary Local Road
Road Fund Road Fund Commission Total
$ 250058 $ - 3 - $ 2,500,588
3,065,735 - - 3,065,735
- 1,585,206 - 1,585,206
- 5,872,434 - 5,872,434
6,671 - - 6,671
- 117,011 - 117,011
- 13,596 - 13,596
- - 824,644 824,644
229,696 414,861 47,408 691,965
440,327 599,554 - 1,039,881
- - 390,897 390,897
- - 385,000 385,000
- - 26,379 26,379
$ 6243017 $ 8602662 $ 1674328 $ 16,520,007
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4425 (Rev. 01-19)

STATE OF MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANS|NG STATE TREASURER

June 24, 2019

Board of County Road Commissioners
Van Buren County Road Commission
325 West James Street

P.O. Box 156

Lawrence, Michigan 49064

Independent Auditor's Report

RE: Report on Internal Control Over Financial Rejmgrand on Compliance and Other Matters
Based on an Audit of the Financial Statements Pad in Accordance WitGover nment
Auditing Slandards

Dear Commissioners:

We have audited, in accordance with the auditiagddrds generally accepted in the United States
of America and the standards applicable to findrealits contained irisovernment Auditing
Sandards issued by the Comptroller General of the UnitedeStahe financial statements of the
governmental activities, the major furahd the aggregate remaining fund informatbthe Van
Buren County Road Commission, Van Buren County,higjan, as of and for the year ended
December 31, 2018, and the related notes to thedial statements, which collectively comprise
the Van Buren County Road Commission’s basic firdrstatements, and have issued our report
thereon dated June 24, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit, we considdtrexlVVan Buren County Road Commission’s

internal control over financial reporting (interr@introl) to determine the audit procedures that
are appropriate in circumstance for the purposexgressing our opinions on the financial

statements, but not for the purpose of expressingpaion on the effectiveness of the Van Buren
County Road Commission’s internal control. Accogliyn we do not express an opinion on the
effectiveness of the Van Buren County Road Commigsiinternal control.

A deficiency in internal control exists when the design or operation of a contoasdnot allow
management or employees, in the normal coursertdfrp@ng their assigned functions, to prevent,
or detect and correct, misstatements on a timedisbA material weakness is a deficiency, or a
combination of deficiencies in internal controlchuhat there is a reasonable possibility that a

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury ¢« 517-335-7469
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material misstatement of the entity’s financialtetaents will not be prevented, or detected and
corrected on a timely basis. &ignificant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less sewhan a material weakness, yet important enough
to merit attention by those charged with governance

Our consideration of internal control was for theiled purpose described in the first paragraph
of this section and was not designed to identifydaficiencies in internal control that might be
material weaknesses or significant deficiencieseGithese limitations, during our audit we did
not identify any deficiencies in internal contrélat we consider to be material weaknesses.
However, material weaknesses may exist that hat/been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance aboutthehethe Van Buren County Road
Commission’s financial statements are free of nmtenisstatement, we performed tests of its
compliance with certain provisions of laws, regwas, contracts, and grant agreements, non-
compliance with which could have a direct and maka&ffect on the determination of financial
statement amounts. However, providing an opiniocampliance with those provisions was not
an objective of our audit, and accordingly, we @b express such an opinion. The results of our
tests disclosed no instances of non-compliancethmar onatters that are required to be reported
underGovernment Auditing Standards.

Purpose of this Report

The purpose of this report is solely to descrile shope of our testing of internal control and
compliance, and the results of that testing, ngirtvide an opinion on the effectiveness of the
Van Buren County Road Commission’s internal cordgrain compliance. This report is an integral
part of an audit performed in accordance v@thvernment Auditing Siandards in considering the
Van Buren County Road Commission’s internal contod compliance. Accordingly, this
communication is not suitable for any other purpob®wever, this report is a matter of public
record and its distribution is not limited.

Sincerely,
XN
Cary Jay Vaughn, CPA, CGFM

Audit Manager
Community Engagement and Finance Division
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STATE OF MICHIGAN
GRETCHEN WHITMER DEPARTMENT OF TREASURY RACHAEL EUBANKS
GOVERNOR LANS'NG STATE TREASURER

June 24, 2019

Board of County Road Commissioners
Van Buren County Road Commission
325 West James Street

P.O. Box 156

Lawrence, Michigan 49064

RE: Report to Those Charged With Governance
Dear Commissioners:

We have audited the financial statements of theegowental activities, major fund and the
aggregate remaining fund informatiof the Van Buren County Road Commission, Van Buren
County, Michigan, for the fiscal year ended Decem®® 2018, and have issued our report
thereon dated June 24, 2019. Professional stand®gisire that we provide you with
information related to our audit.

Our Responsibility under U.S. Generally Acceptedlifing Standards and Government
Auditing Standards

As stated in the engagement letter dated Decenmhe2QiL8, our responsibility, as described by
professional standards, is to express an opiniontalvhether the financial statements prepared
by management with your oversight are fairly présénin all material respects, in conformity

with accounting principles generally accepted ia thited States of America. Our audit of the

financial statements does not relieve you or mamage of your responsibilities.

As part of our audit, we considered the internahtad of the Van Buren County Road
Commission. Such considerations were solely for phepose of determining our audit
procedures and not to provide any assurance cangdmternal control.

As part of obtaining reasonable assurance abouthehéehe financial statements are free of
material misstatement, we performed tests of th@ Baren County Road Commission’s
compliance with certain provisions of laws, reguwlas, contracts, and grants. However, the
objective of our tests was not to provide an opiroa compliance with such provisions.

P.O. BOX 30728 « LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury « 517-335-7469
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Other Information in Documents Containing Auditéddnacial Statements

Our responsibility for the supplementary informat@ccompanying the financial statements, as
described in professional standards, is to evalinteresentation of supplementary information
in relation to the financial statements as a wiaole to report on whether the supplementary
information is fairly stated, in all material resp® in relation to the financial statements as a
whole. We made certain inquires of management aathiated the form, content, and methods
of preparing the information to determine that thiormation complies with the accounting
principles generally accepted in the United Stafe&merica, the method of preparing it has not
changed from the prior period, and the informatsappropriate and complete in relation to our
audit of the financial statements. We comparedrandnciled the supplementary information to
the underlying accounting records used to prepheefinancial statements or the financial
statements themselves.

Planned Scope and Timing of the Audit

We performed the audit according to the plannegea@nd timing previously communicated to
you in our engagement letter and our meeting alptarining matters April 29, 2019, with
management.

Significant Results of the Audit

Qualitative Aspects of Accounting Practices

Management is responsible for the selection andofissppropriate accounting policies. The
significant accounting policies used by the VanduCounty Road Commission are described
in Note A to the financial statements. As descriledNote M, during the fiscal year ended
December 31, 2018, the Road Commission impleme@#®8B Statement No. 7%ccounting
and Financial Reporting for Postemployment Benefits Other Than Pensions. The statement of
net position now includes additional informationated to the postemployment benefits other
than pension in the government-wide statementsnami@ detailed information in the notes to
the financial statements. We noted no transastemtered into by the Van Buren County Road
Commission during the year for which there is & la€ authoritative guidance or consensus.
There are no significant transactions that haven weeognized in the financial statements in a
different period than when the transaction occurred

Accounting estimates are an integral part of tnarfcial statements prepared by management
and are based on management’s knowledge and experabout past and current events and
assumptions about future events. Certain accoumestighates are particularly sensitive because
of their significance to the financial statementsl decause of the possibility that future events
affecting them may differ significantly from thosgpected.

The most sensitive estimate affecting the govertabeactivities in the government-wide
statements relates to depreciation, the net petsioifity, and the liability related to other pest
employment benefits. Management’s estimate of #ygretiation is based on the sum-of-the-
years'-digits method for road equipment and sttdigk method for all other capital assets. For
the pension, estimates and assumptions are detrbjn MERS and its actuary, based on the
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Road Commission’s negotiations with its bargainungts and resolutions of the Board of
County Road Commissioners. For retiree health¢heegstimates and assumptions are based on
actuarial techniques. We evaluated the key factord assumptions used to develop the
depreciation in determining that it is reasonahleelation to the financial statements, taken as a
whole.

Difficulties Encountered in Performing the Audit

We encountered no difficulties in dealing with mgemnent in performing and completing our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulatknallvn and likely misstatements identified

during the audit, other than those that are tri\aald communicate them to the appropriate level
of management. Management has corrected all susktatements. In addition, none of the
misstatements detected as a result of audit proesdand corrected by management were
material, either individually or in the aggregatethe financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, a disagreement withagament is a financial accounting, reporting,
or auditing matter, whether or not resolved to satisfaction, that could be significant to the
financial statements or the auditor’s report. We @leased to report that no such disagreements
arose during the course of the audit.

Management Representations

We have requested certain representations from geament that are included in the
management representation letter dated June 29, 201

Management Consultations with Other Independenbetants

In some cases, management June decide to conshlothier accountants about auditing and
accounting matters, similar to obtaining a “secompinion” on certain situations. If a
consultation involves application of an accountprinciple to the Van Buren County Road
Commissiors financial statements or a determination of the typauditor’'s opinion that may
be expressed on those statements, our professi@mmalards require the consulting accountant to
check with us to determine that the consultantdfiake relevant facts. To our knowledge, there
were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, inclgdime application of accounting principles and
auditing standards, with management each year fri@tention as the Van Buren County Road
Commissiors auditors. However, these discussions occurred in rtbhemal course of our
professional relationship and our responses wera nondition to our retention.
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This information is intended solely for the usetloé Van Buren County Road Commission’s
Board of County Road Commissioners and managenfi¢ghé &/an Buren County Road
Commission and is not intended to be and shouldbeoused by anyone other than these

specified parties. However, this report is a mattepublic record and its distribution is not
limited.

Sincerely,

Pa =" =" g}

Cary Jay Vaughn, CPA, CGFM
Audit Manager
Community Engagement and Finance Division
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