
 
 
December 22, 2017 
 
 
Budget Audit Committee 
Saginaw County Board of Commissioners 
County of Saginaw 
111 South Michigan Avenue 
Saginaw, MI 48602 
 
Dear Commissioners: 
 
We have completed updating the Saginaw County multi-year budget forecast model. The five-
year outlook presented in the financial model enables the County to make more effective 
decisions in the short-term, based on anticipated long-term revenue and expenditure 
expectations. 
 
This update has included the import of actual, estimated and budgeted revenues and 
expenditures for fiscal years 2016, 2017 and 2018; a review and update of assumptions; and 
extending the model through fiscal year 2023. The model was further extend to 2025, to 
evaluate potential millage options beyond five years. The model was also expanded to include 
an analysis of the Animal Control Fund.  
 
The County has used the financial model for a number of years to improve financial 
management practices and test the impact of various scenarios on the County’s primary 
operating funds. Related to this, the model has been utilized this year to test the financial 
outlook of the County’s General Fund and a number of special revenue funds, assuming a 
status quo continuation of budgets. Additionally, we have evaluated the millage rate required to 
fully fund Sheriff operations and the Animal Control Fund.   
 
This summary report on the current outlook of the General Fund and other major funds is 
intended to provide policy makers with an orientation to the financial model, inform you of the 
assumptions used to estimate future revenues and expenditures, and provide a framework for 
policy discussions related to the County’s budget.  
 
 
FINANCIAL MODEL OVERVIEW 
 
The purpose of the model is to calculate and present a view of anticipated future revenues and 
expenditures, based on a number of assumptions. The model is not a recommended budget or 
a proposed financial plan. Instead, it is used to estimate future trends and provide a means to 
test different scenarios, which are expected to have a significant impact on the County’s 
finances. Often, a financial model will provide a framework to evaluate whether the current 
course of operations is sustainable. Many governing bodies are able to use the estimates of 
future finances to make changes in the short-term that will allow for long-term sustainable 
budgets. Saginaw County has used the financial model since 2006 to better manage its long-
term finances and improve financial management policies. 
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The model is comprehensive, meaning it includes all line items for each fund. Every line item 
has been estimated for a five-year period, using specific assumptions. Primary assumptions 
used in the model include: 

 
Table 1 

 
 
A significant expenditure area in the General Fund is support of other special revenue funds. 
The model includes separate worksheets to calculate contributions to other funds. Expected 
contributions from the General Fund to each of the other funds have been set at specific levels, 
as outlined below: 
 

 Animal Shelter: estimated collection of fees & charges (no GF subsidy) 

 Law Enforcement: contribution follows policy established by the Board 

 Friend of the Court: County contribution established by State regulations 

 Health Department: contributions have been held constant at current budget levels 

 Planning Commission: General Fund is assumed to fully fund any shortfall 

 Prosecutor Special Projects: General Fund is assumed to mostly fund any shortfall 

 Child Care: County contribution established by State guidelines 

 Public Improvement: model assumes 1/3 of any GF surplus will be contributed to public 
improvement fund 

 
In addition to the worksheets used to estimate future financials, the model includes summary 
worksheets that present the thousands of line items in more summary form, including charts. 
Charts include revenues, expenditures and fund balances for each fund in the model, as well as 
a cash flow projection for the General Fund. These charts will be presented in the discussion 
below.  
 
 
GENERAL OUTLOOK 
 
Saginaw County continues to see only minimal increases in its tax base. For 2017, the increase 
is expected to be 1.27% over last year. This is the largest increase in taxable value for the 
County in 9 years. The estimates presented in this report assume continued increases in 
taxable value and resulting revenues of 1.5% per year. The improved outlook for tax revenues is 

2019 2020 2021 2022 2023 2024 2025

Property Taxes 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%

Rev Sharing 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

General Inflation 1.75% 1.75% 1.75% 1.75% 2.00% 2.00% 2.00%

Wages 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Longevity -2.00% -2.00% -2.00% -2.00% -2.00% -2.00% -2.00%

Healthcare 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%

Hosp Retiree Reserve 6.5% 6.5% 6.5% 6.5% 6.5% 6.5% 6.5%

MERS UAAL 9.8% 8.8% 8.1% 7.6% 2.6% 2.8% 2.0%

Admin Cost Reimb 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%

Gas, Grease, Oil 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%

Vehicle Rental-Sheriff 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%

Utilities 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%

Liability Insurance 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%

Contr-GIS Auth 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

ISS Allocation 2.64% 2.64% 2.64% 2.64% 2.64% 2.64% 2.64%
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due in part to rising property values and the annual Proposal A inflation rate multiplier. 
Additionally, the impacts associated with elimination of most personal property taxes have been 
fully realized.  
 
Other revenues are anticipated to decrease slightly over the next 5 years. Consequently, the 
County could see General Fund revenues increase no more than 1.0% at any time in the 
forecast period. 
 
General Fund expenditures, on the other hand, are estimated to increase more than 2.5% per 
year. The largest expenditures impacting this outlook in the model are healthcare costs, retiree 
healthcare costs (OPEB), MERS funding, wages and general inflationary increases in the cost 
of goods and services.  The County has been successful with reducing its OPEB liability by 
implementing the Medicare Advantage Plan and a 3 tier prescription drug plan. As a result of 
these changes, the funds currently budgeted for OPEB are about what is needed to fund the 
ARC. Looking forward, the model assumes OPEB funding requirements will rise at 6.5% per 
year. 
 
For the other funds included in the model, revenue constraints and rising costs are expected to 
require continued contributions from the General Fund to pay for operations. As seen in Table 2, 
the General Fund is expected to contribute nearly $8 million to $9 million each year to other 
funds. 
 

Table 2 

 
 
 
BASE MODEL 
 
Our initial estimates of future revenues and expenditures assumed “status quo” operations, 
meaning no change in staffing, service levels or employee benefit offerings. Also, these 
estimates assume no change to current taxes levied by the County. By assuming operations 
continue at current levels we are able to create the baseline model for each fund. 

ACCOUNT NAME 2019 2020 2021 2022 2023 2024 2025

CONTR-LAW ENFORCEMENT 413,444    419,646    425,940    432,329    438,814    445,397    452,078    

CONTR-FOC-ACT 294 1,248,608 1,282,207 1,316,890 1,353,049 1,382,714 1,414,183 1,445,737 

CONTR-CHILD CARE-PROBATE 2,032,229 2,300,151 2,470,304 2,743,423 2,805,186 2,870,566 2,936,392 

CONTR-CHILD CARE-WELFARE 408,410    408,410    408,410    408,410    408,410    408,410    408,410    

CONTR-HEALTH DEPARTMENT 1,519,046 1,519,046 1,519,046 1,519,046 1,519,046 1,519,046 1,519,046 

CONTR-LAW LIBRARY 50,052      50,052      50,052      50,052      50,052      50,052      50,052      

CONTR-MSU EXT SPECIAL PROJECT -            -            -            -            -            -            -            

CONTR-EMERGENCY SERVICES 152,923    131,392    159,934    138,599    141,274    144,107    146,850    

CONTR-PLANNING COMMISSION 95,110      105,418    116,076    127,195    136,589    146,544    156,581    

CONTR-PUBLIC IMPROVEMENT -            -            -            -            -            -            -            

CONTR-SOCIAL SERVICES 17,100      17,100      17,100      17,100      17,100      17,100      17,100      

CONTR-SOLDIERS RELIEF 15,000      15,000      15,000      15,000      15,000      15,000      15,000      

CONTR - RIVER DREDGING PROJECT -            -            -            -            -            -            -            

CONTR.-POSTEMPLOYMENT HEALTH -            -            -            -            -            -            -            

CONTR-PROSECUTOR SPECIAL PROJ 297,020    308,413    320,289    332,769    343,603    355,160    366,974    

CONTRIBUTION-GIS AUTHORITY 100,575    101,581    102,596    103,622    104,659    105,705    106,762    

MENTAL HEALTH AUTHORITY 1,050,303 1,050,303 1,050,303 1,050,303 1,050,303 1,050,303 1,050,303 

SAGINAW FUTURE-JOBS 200,000    200,000    200,000    200,000    200,000    200,000    200,000    

TOTAL CONTRIBUTIONS 7,599,819 7,908,719 8,171,941 8,490,898 8,612,750 8,741,572 8,871,285 

General Fund Contributions Included in the Baseline Financial Model
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The following chart summarizes the baseline outlook for the General Fund. 
 

 
 
The outlook illustrated in Chart 1 is less optimistic than the estimate presented a year ago. This 
is due primarily to the cost of personnel (wages, MERS, OPEB, healthcare), and lower than 
expected revenues (revenue sharing, property taxes). A significant difference between this 
forecast and the last forecast is revenues are expected to decline from 2018 to 2019, due to a 
one-time insurance reimbursement of $1 million in 2018.  
 
In 2017, the General Fund realized an additional $1.3 million in revenues, due to the State’s 
essential services reimbursement. This was a one-time receipt, which provided a boost to the 
General Fund. Other funds with dedicated millages also benefited from the essential services 
reimbursement, including the Law Enforcement Fund ($461,640) and Animal Control Fund 
($33,172). These other funds also received a reimbursement in FY 2018 ($966,600 for Law 
Enforcement and $69,400 for Animal Control). The future of essential services payments is 
unclear. For this reason, the model does not include any additional revenues beyond FY 2018 
for this item. It is possible, however, that that State could continue these payments at some 
level. The County should decide how it will allocate potential future payments. Options might 
include: capital investments, bolstering fund reserves, catch up on deferred maintenance, etc.  
 
The outlook in Chart 1 assumes General Fund contributions to the Law Enforcement Fund will 
continue to follow Board-established policies. However, by limiting contributions to this fund to 

Chart 1 
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the rate of increase in taxable value (as outlined in Board policy), the Law Enforcement Fund 
could quickly deplete its reserves and end FY 2023 with $2.8 million in negative fund balance.  
 
The current outlook for the General Fund makes it clear additional contributions to the Law 
Enforcement Fund are not an option. The General Fund cannot increase subsidies to other 
funds and remain solvent itself. 
 
The baseline outlook for other funds in the model is included in Appendix A at the end of this 
report. Three funds, including Law Enforcement, Health Department and Animal Control, are 
estimated to run significant deficits using baseline assumptions. To cover the shortfalls in these 
funds just enough to keep reserves above zero, the General Fund would need to increase 
contributions by an additional $12 million over the next five years. As noted, the Sheriff’s Law 
Enforcement Fund would require about a third of this, while the Health Department Fund would 
require nearly $7 million. Animal Control Fund is projected to be about $5.8 million in deficit 
within five years, without some change to its funding. The costs for Animal Control include 
additional staffing and debt service for a new building, beginning in FY 2019. 
 
In addition to annual revenues and expenditures, it is important to consider the level of cash 
available to meet General Fund obligations. The County’s reserve policy is partially based on 
the fact that tax revenues are realized late in the fiscal year, but operating costs (the largest of 
which is wages and employee benefits) are payable monthly throughout the fiscal year. This 
misalignment of revenues and expenditures requires sufficient cash be on-hand to meet payroll 
and other obligations.  
 
Ever since the State changed the collection of county taxes from December to July, Saginaw 
County has had to borrow cash from other funds to meet General Fund obligations in the later 
months of the fiscal year (typically April – August). As Saginaw has made changes to reduce its 
structural deficit, borrowing has been reduced, and in 2017 the General Fund did not have to 
borrow from other funds at any point in the fiscal year. As seen in the chart below, using 
baseline assumptions, the need for General Fund borrowing (blue lines that dip below zero into 
the yellow shaded area) has decreased substantially, but could resume in future years if 
revenue shortfalls continue. Without correction, the annual deficits could exceed the ability to 
borrow funds internally and even externally. Clearly, changes to the General Fund budget will 
be required in the next several years to maintain adequate cash flow to pay for operations. 
 

 



 

6 | P a g e  

 

 
 
 
PRIMARY CHALLENGES 
 
Saginaw County continues to provide a wide range of mandated and elective services, despite a 
long period of declining revenues and increasing expenditures. County officials, department 
heads and employees have worked hard for over a decade to balance budgets through a 
combination of expenditure reductions, more informed financial management, and revenue 
enhancements. These changes have taken the form of new fiscal policies to ensure cash is 
available to meet payroll and other expenses, new or increased millages for specific purposes, 
reductions in staffing, modifications to employee pay and benefits, and bonding to pay for 
unfunded pension liabilities.  
 
Decisions such as these are not easy, nor are they desired. However, Saginaw County has 
experienced a significant number of economic and legislative challenges that are beyond the 
control of the County. Some of the primary challenges have included: 
 

 Significant loss of manufacturing activity 

 Significant reductions in real property values for an extended period, from which the 
County still has not recovered 

 Near elimination of personal property for taxation purposes 

 Stagnant growth in property values since the end of the Great Recession 

 Substantial changes to pension liability calculations 

Chart 2 
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 A tightening labor market, resulting in increased vacancies and pressure to raise 
compensation to compete for employees 

 Large increases to healthcare costs 
 
The chart below illustrates the history of taxable value in the County since 2008, the beginning 
of the Great Recession. Notice the current tax base is $419.5 million (7.9%) less than it was in 
2008.  
 

 
 
The blue solid line is the actual value of taxable property in the County, which has declined 
every year since 2008, with the exception of a 0.5% increase in 2015 and a 1.27% increase in 
2017. If we assume values will increase at 1.5% per year for the foreseeable future, the County 
can expect its taxable value to return to its 2008 level in 2023 (red dashed line). Slower growth 
will only extend the period of recovery. Under this scenario, Saginaw County will have to go for 
at least 15 years with less general operating revenue than it had in 2008. Any reductions to the 
County’s millage rate due to Headlee limitations will further worsen the financial burden on the 
County. 
 
As noted, part of the decline in taxable value is due to economic conditions. As the economy 
recovers, this portion of the tax base will be regrown. The other constraint on property tax 
revenue potential is legislatively driven. This includes such issues as the near-elimination of the 
personal property tax as a revenue source for local governments in Michigan, the Headlee 
amendment, which can permanently reduce a local unit’s ability to collect tax revenues, State-
mandated tax reductions for a variety of qualifying circumstances, and limitations on the growth 
of taxable value (Proposal A). These latter constraints can only be remedied through legislative 
action at the State level. 
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In 2009, as the Great Recession was rapidly impacting County revenues, the State approved a 
new funding source for Counties: revenue sharing. The extra State funding has remained 
relatively unchanged since 2010, and since it is part of the annual budget appropriation process, 
it can be reduced or eliminated at any time. Without this revenue ($4.6 million in FY 2018), 
Saginaw County would not be able to fund its operations. Over the past 10 years, revenue 
sharing has totaled $37.6 million in Saginaw County. The charts below show how property tax 
revenues have declined and revenue sharing has been a significant stabilizing source of funding 
for the General Fund, although it has not changed much over the past 10 years. 

 
On the expenditure side of the budget, the County has worked diligently to limit expenditures in 
recent years. This effort can be seen by comparing the current General Fund budget of $44.58 
million with the actual outlays in 2011 ($43.18 million). This difference is only 0.9%. As seen in 
the following chart, expenditures have been stabilized by reducing operating expenses and 
contributions to other funds, while personnel costs have consumed an increasing portion of the 
General Fund.  
 

 
 

The driving force behind the increased costs for personnel is benefits. The chart below 
illustrates the increasing trend in benefit costs as a percentage of General Fund expenditures. 
From 2011 to 2017, benefits have increased from 20% to 25% of the budget. This is estimated 
to further increase in the coming years, to reach 33% in 2023. Meanwhile, wages have 
decreased from 35% to 33% of the budget from 2011 to 2017. A further reduction, to 30%, is 
estimated by 2023.  
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If we further break out the benefit costs, we can see the primary cost increases are associated 
with hospitalization insurance and retirement benefits. The charts below illustrate how specific 
expenses have increased in recent years, and are expected to continue increasing in the future. 

 
The County currently expends about the same for retiree health insurance benefits as it does for 
active employee health insurance. Looking forward, the County can expect to pay more for 
health insurance for retirees than it does for current employees, as seen below: 
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As noted, wages comprise the largest portion of the General Fund budget (33% in the current 
budget). Given the significance of this cost, much attention is rightfully paid to managing wage 
compensation. One element of total wages that is sometimes overlooked is overtime. Keeping 
overtime to a minimum can prevent undue expenditures, which are often driven by staffing 
shortages, excess paid leave time, unanticipated staffing needs and discoordination of staff 
resources. A review of overtime in the County’s General Fund suggests this cost is not overly 
burdensome. Overtime accounts for about 1.7% of total wages and 0.5% of total fund 
expenditures. This level of overtime is well within acceptable limits. However, any efforts to 
reduce this cost from the average of $215,000 would benefit the County and free up resources 
for other needs.  
 
Another factor impacting the overall cost of employees is increases in base wages. Based on 
labor negotiations with its unions, the County has in recent years awarded pay increases of 
1.5% per year, based on the financial position of the General Fund. Understanding how these 
increases have impacted total expenditures is difficult to isolate, given the fluidity of the budget 
from adoption to final audited year-end values. In total, actual wage-related expenditures 
(excluding longevity, insurance offsets, and per diems) have increased from $12.25 million in 
2014 to $12.38 million in the 2016. This represents an increase of 1.1% over three years.  
 
The current budget of $12.98 million for wages is nearly 5% above the actual expenditures for 
2016. The significant difference between this year’s budget and last year’s actuals is due almost 
entirely to budgeting for full staffing, and realizing savings throughout the year due to employee 
turnover. This is an unavoidable variation between budgets and actual spending. It also makes 
it difficult to know how a 1.5% annual increase impacts actual expenditures. Additionally, the 
1.5% increase had an impact on retirement benefits, as well as other wage-based employee 
benefits (worker’s compensation insurance, life insurance, FICA, etc.).  
 
While understanding the true fiscal impact of a 1.5% increase in wages over the past few years 
is difficult to measure, the County will need to ensure it remains competitive in the labor market. 
Currently, the unemployment rate is the lowest it has been in nearly a decade, and that is 
putting upward pressure on wages and other compensation. It may be prudent for the County to 
evaluate how it can optimize its staffing, training, organizational structure and service delivery 
models to most effectively utilize its personnel and possibly operate with slightly fewer 
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employees. This may generate sufficient space in the budget to improve compensation to more 
competitive levels.  
 
 
SHERIFF MILLAGE 
 
Current policy states that the General Fund should contribute to the Law Enforcement Fund just 
over $400,000 a year. Actual contributions in recent years have been nearly double this amount. 
As noted, the base model assumes contributions in future years will conform to the policy. 
General Fund support above the policy level is not feasible, without a direct and substantially 
negative impact on the General Fund. The shortfall in revenue in the Law Enforcement Fund is 
estimated to increase each year going forward. In the base model, fund imbalances are 
estimated to range from $848,000 in FY 2019 to $1.32 million in 2023. The millage dedicated to 
this fund (1.3394 mills) was renewed in November 2016. 
 
Even with the millage renewal in place, the Law Enforcement Fund continues to operate at a 
deficit, and could soon require General Fund subsidies. In an effort to stabilize the funding of 
Law Enforcement, the County is contemplating options for improving Law Enforcement funding 
for the future five years or more, thereby avoiding any General Fund subsidies. The financial 
model has been utilized to test several scenarios related to Sheriff millages. The options 
include: 
 

1. Keep levies at current rates. This would require continued General Fund support of the 
Law Enforcement Fund at a level above current policy, or costs in the fund would have 
to be reduced to stay within revenue limits. The millage rate under this option would 
remain at 1.3394 mills. The impact of this option on the Law Enforcement Fund can be 
seen in Appendix A, Chart A-1. It is clear from Chart A-1 that the Law Enforcement Fund 
would have to face significant cost reductions to be able to operate for the next five 
years with just 1.3394 mills tax revenue. 

 
2. Ask voters to approve a higher millage level. The goal of this option would be to 

ensure a dedicated revenue source for Sheriff operations. It would also allow the County 
to reduce General Fund subsidies of Sheriff services, which would alleviate some 
stresses on the General Fund. An analysis of funding needs and expected tax base 
suggests a levy of 1.58 mills would be sufficient to cover all costs of the Law 
Enforcement Fund, provided the General Fund continues to contribute just over 
$400,000 per year, as stipulated in Board policy. The outlook for the Law Enforcement 
Fund under this option is presented below, in Chart 3: 
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An increase in the Sheriff millage, from 1.3394 mills to 1.58 mills, would provide enough 
revenue to fund Law Enforcement operations, with no additional General Fund subsidies 
beyond current policy levels. The General Fund would also continue to pay a portion of 
operating costs for the jail, as specified by Board policy. However, an increase of 0.2406 mills 
(24 cents per $1,000 of taxable value) could alleviate the need to make significant service 
reductions in Law Enforcement operations, and allow the General Fund to avoid additional 
subsidies of nearly $3 million between FY 2018 and 2023. 
 
A levy of 1.58 mills is expected to be sufficient for 5-7 years.  
 
 
ANIMAL CONTROL MILLAGE 
 
The baseline outlook for the Animal Control Fund is presented in Appendix A, Chart A-5. As 
indicated, the fund is expected to operate at a deficit averaging $788,000 per year. Included in 
this forecast is an increase in staffing of one additional Animal Control Officer, four additional 
Kennel Technicians, two additional Receptionists, and five additional Kennel Aides.  
 
In addition to operating expenditures, Animal Control is anticipating the need for investment in a 
new building, which is estimated to cost approximately $7 million. Debt service payments on a 
20-year bond are estimated to be about $505,000 per year. If we add the debt service to the 
existing budget for Animal Control, the outlook is absolutely unsustainable, as seen in the chart 
below. With additional staffing and debt service added to the budget, Animal Control is expected 
to run a deficit averaging $1.29 million per year for the next five years. 

Chart 3 
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To ensure a self-sustaining Animal Control operation, the County is considering a millage 
request to support this operation. Based on estimated taxable value and operating and debt 
service expenditures, a levy of 0.4250 mills, beginning in FY 2019, would be required to fully 
fund Animal Control. This represents an increase of 0.275 mills over the current levy for this 
activity. This level of funding would be sufficient to meet all staffing and building needs of the 
Animal Control operation for at least 7 years. This includes anticipated staff increases, as 
outlined above, which are required to maintain minimum staffing requirements established by 
the State Department of Agriculture and Rural Development. 
 
The following chart illustrates the impact of a dedicated 0.425 mill levy for Animal Control, 
beginning in FY 2019. 
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SUMMARY 
 
Saginaw County continues to evaluate the long-term outlook of its General Fund and other 
funds using the five-year financial model. Current estimates derived from the model suggest the 
General Fund will see a growing imbalance over the next five years, resulting in potential 
depletion of reserves. Additionally, due to the decline in reserves, the General Fund will likely 
have to borrow cash from other funds and possibly outside sources to meet payroll and other 
needs. The deficiency in cash is expected to grow each year, from FY 2020 to FY 2023.  
 
The outlook for the General Fund reflects years of cost cutting, continued zero to low growth in 
taxable value, bonding the unfunded accrued liability of the pension system, reductions in 
capital improvement spending, and improved funding of OPEB contributions. The outlook 
presented in this report assumes no General Fund contributions for public improvement 
projects, unless there is a surplus in the General Fund in a given year. Based on the current 
outlook, surpluses are not anticipated for the next 5 years. It is important for the County to 
resume capital investments, to prevent the need to borrow funds in the future, and to ensure 
operations run smoothly and risks associated with equipment and infrastructure failures can be 
avoided. The County should consider modifying its policies to ensure a minimum level of 
contribution to the Public Improvement Fund is made each year. This may require a fixed dollar 
amount be allocated in the budget, and eliminate the current policy of using General Fund 
surpluses. Under the current policy, if there is no surplus, then no funds are contributed to 
support future public improvements. This is not a sustainable approach. 
 
The model assumes no wage increases for the next five years years. While potentially helpful to 
the bottom line, wage stagnation may lead to staff shortages, which could further result in 
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increased overtime, decreased service levels and overworked and burned out employees. To 
remain competitive in the labor market, the County will need to identify ways to operate more 
efficiently with fewer staff, reduce services, generate additional revenues and reduce costs 
wherever possible.  
 
The County recently implemented changes to its retiree healthcare benefits, which has resulted 
in a lower annual required contribution. The new required contribution is in line with the 
budgeted outlays to fund this benefit. This cost should continue to be monitored to ensure 
funding at least the ARC remains part of the budget.  
 
In addition to other increasing costs, the County is also faced with increased obligations to fund 
its MERS pension plans. Despite fully funding the unfunded liabilities just a few years ago, 
actuarial assumptions have changed, and the County is now obligated to pay an additional 
millions of dollars to keep current with its pension funding requirements. These changes are 
beyond the County’s control, but the County has to comply with the contribution requirements, 
even though it has extremely limited resources to do so. The burden of increased pension 
funding will continue to diminish service delivery to the County’s citizens. 
 
Three funds receiving General Fund contributions are operating with sizeable deficits. Two of 
the funds, Health Department and Child Care, are subject to State funding obligations. The 
expenditures in these funds can vary widely from year to year, based on caseloads and grant 
funding. The County is aware of the challenges these funds present, and works hard each year 
to balance service demands with funding resources. The County continues to explore longer-
term solutions to managing the finances of these funds, some of which require State action to 
achieve. One strategy employed in the model has been to utilize available reserves in the Child 
Care Fund to reduce the contributions required from the General Fund. As seen in Appendix A, 
Chart A-8, the fund balance in the Child Care Fund could be fully depleted by 2023. After that 
point, any shortfalls in this fund would have to be paid out of the General Fund.  
 
The Law Enforcement Fund is more within the control of the County. This fund has in recent 
years been largely funded by 1.3394-mills property tax levy. Additional revenue was received for 
jail bed rental and essential services reimbursement, but those revenues may not continue into 
the future. The current millage has not been sufficient to fully fund Law Enforcement 
expenditures, so over the past three years the General Fund has contributed a total of over $1 
million more to this fund than is required by County policy, to ensure sufficient revenues to cover 
fund expenditures. Looking forward, the General Fund may have to increase contributions to 
over $1 million per year to cover the imbalance in the fund. This level of funding requirement 
could significantly diminish the General Fund’s ability to maintain adequate reserves to meet 
payroll and other costs.  
 
In an effort to maintain General Fund stability and Sheriff service levels, the County has 
considered an increase in the millage required to fund Sheriff operations, which are currently 
managed in the Law Enforcement Fund. Our analysis of this fund suggests a property tax levy 
of 1.58 mills would be sufficient to fund Law Enforcement operations for the next 5-7 years. The 
impact of this increase on taxpayers would be 24 cents per $1,000 of taxable value. The owner 
of a home with a market value of $150,000 would see their taxes for Sheriff services increase by 
$18 per year.  
 
In addition to the Law Enforcement millage, the County should also consider an increase in the 
Animal Control millage, from 0.15 mills to 0.425 mills. This increase would be sufficient to fund 
increased Animal Control operations, and pay the debt service on a proposed new $7 million 
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Animal Control Service Center. This increase of 0.275 mills would result in the owner of a 
$150,000 home paying an additional $21 per year to support the Animal Control operation.  
 
Through continued prudent management of finances, attention to efficient service delivery, and 
continuous evaluation of employee benefits and wages, Saginaw County can expect to improve 
its financial outlook. Over the past decade, County elected officials and administrators have 
made many thoughtful and difficult decisions, and financial management policies have greatly 
improved the sustainability of County operations.  
 
The five-year financial model continues to help aide in understanding the complex financial 
issues faced by the County. We hope this year’s updated and analysis of key issues will help 
guide the Board in making the necessary decisions to keep Saginaw County on a path to long-
term financial stability. 
 

* * * * * * * * * * * * * * * * * * * 
 
We appreciate this opportunity to work with the County on updating the financial model and 
evaluating options for improving its finances. We hope our analysis will help the County with 
difficult budget deliberations in the coming years.  
 
 
Very truly yours, 
 
 
 
John Kaczor 
Principal 
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BASELINE OUTLOOK FOR OTHER FUNDS IN FINANCIAL MODEL 
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