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INDEPENDENT AUDITORS' REPORT

Honorable Chairman and Members
of the Board of Commissioners
County of Chippewa

Sault Ste. Marie, Michigan

We have audited the general purpose financial statements of the County of Chippewa, Michigan,
as of and for the year ended December 31, 2002, as listed in the Table of Contents. These
general purpose financial statements are the responsibility of the County's management. OQur
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly,
in all material respects, the financial position of the orimary government of the County of
Chippewa, as of December 31, 2002, and the results of its operations and cash flows of its
proprietary fund types for the year then ended in conformity with accounting principles
generally accepted in the United $tates of America.

(906) 495-5952 / FAX 495-7312

4901 W. DAVIS COURT E-mail: antack@northernway.net

KINCHELOE, MICHIGAN 49788



Honorable Chairman and Members
of the Board of Commissioners
County of Chippewa

Page 2

In accordance with Government Auditing Standards, we have also issued our report dated
February 14, 2003 on our consideration of the County of Chippewa's internal control structure
over financial reporting and our tests of its compliance with certain laws and regulations,
contracts, and grants. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.

Our audit was made for the purpose of forming an opinion on the general purpose financial
statements taken as a whole. The combining and individual fund financial statements for the
year ended December 31, 2002 and 2001 and the additional information regarding the Municipal
Securities Disclosure Requirements of the Securities Exchange Commission (SEC) Rule 15c2-12
are presented for purposes of additional analysis and are not a required part of the general
purpose financial statements of the County of Chippewa, Michigan. The accompanying Schedule
of Expenditures of Federal Awards is also presented for additional analysis as required by
the U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments
and Non-Profit Organizations, and is not a required part of these general purpose financial
statements. Such information, except for that portion marked "unaudited," on which we
express no opinion, has been subjected to the auditing procedures applied in the audit of the
general purpose financial statements and, in our opinion, the information is fairly stated
in all material respects in relation to the general purpose financial statements taken as a

whole.
,£¢L6umﬁ \ZLtwnn ctg PAq

Anderson, Tackman & Company, PLC
Certified Public Accountants

February 14, 2003
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CHIPPEWA COUNTY
COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN
RETAINED EARNINGS - PROPRIETARY FUND TYPE AND DISCRETELY PRESENTED COMPOMENT UNIT
For the Year Ended December 1, 2002

Proprietary  Primary Reporting
Fund Type  Government Entity
—_— Totals Totals
Internal (Memorandum  Component  (Memorandum
Service Only) Units Only)

OPERATING REVENUES:
Charges for services $ 349,247 $ 349,247 § 1,084,664 $ 1,433,911
Leases and rents - - 209,723 209,723
Other revenues - 122,671 122,671

Interest on delinquent taxes 58,141 58,141 - 58,141
TOTAL OPERATING REVENUES 407,388 407,388 1,417,058 1,824,446
FXPENSES:
Economic Development:
Contractual services - - 32,467 32,467
Depreciation - - 143,384 143,384
General and administrative - - 1,252,655 1,252,655
Other miscellaneous - - 64,284 64,284
General and administrative 25,790 25,790 - 25,790
Supplies 26,103 26,103 - 26,103
TOTAL EXPENSES 51,893 51,893 1,492,790 1,544,683
OPERATING INCOME (LOSS) 355,495 355,485 (75,732) 279,763
NON-OPERATING REVENUES (EXPENSES):
Interest on deposits 31,483 31,483 29,154 60,637
Grants - - 38,603 38,603
Interest expense - - (8,536) (8,536)
Transfers in 4,686,820 4,686,820 140,000 4,826,820
Transfers out (4,686,820) (4,686,820) - (4,686,820)
NET INCOME 386,978 386,978 123,489 510,467
RETAINED EARNINGS, JANUARY 1 6,956,450 6,956,450 19,077,443 26,033,893
RETAINED EARNINGS, DECEMBER 31 $ 7,343,428 § 7,343,428 $ 19,200,932 $ 26,544,360

The accompanying notes to financial statements are an integral part of this statement.



CHIPPEWA COUNTY

COMBINED STATEMENT OF CASH FLOWS
ALL PROPRIETARY FUND TYPES AND DISCRETELY PRESENTED COMPONENT UNITS
For the Year Ended December 31, 2002

CASH FLOWS FROM OPERATING ACTIVITIES:

Operating income (}oss)

Adjustments to reconcile operating income (Toss) to

net cash provided (used) by operating activities:
Depreciation
Changes in operating assets ang
Tiabilities which provided (used) cast:
Taxes receivable
Accounts receivable
Accrued interest receivable on taxes
Accrued interest receivabie on deposits
Prepaid expenses
Inventory
Oue from other funds
Due to other funds
Accounts payable
Other liabilities
Due from other governmental upits

NET CASH PROVIDED BY {USED IN)
OPERATING ACTIVITIES

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:

Proceeds from notes

Principat paid on notes
Financing of compensated absences
Interest paid on notes

Operating transfers in

Operating transfers out

Grants

NET CASH PROVIDED BY (USED IN) NON-CAPITAL
FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES:
Equity contributions
Purchase of fixed assets

NET CASH USED IN CAPITAL AND RELATED
FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:

Interest income

NET CASH (USED IN} PROVIDED BY INVESTING
ACTIVITIES

NET INCREASE (DECREASE} IN CASH AND EQUIVALENTS
CASH AND EQUIVALENTS, BEGINNING OF YEAR

CASH ANC EQUIVALENTS, END OF YEAR

INTEREST PAID

The accompanying notes to financial

Proprietary Component Reporting
Fund Type Unit Entity
Economic Totals
Internal Devel opment {Memorandum
Service Corporation only)
$ 355,495 3 {75,732) $ 279,763
- 143,384 143,384
76,579 - 76,578
- 55,276 55,276
97,046 - 97,045
{9,310) - (9.310)
- (5,344) {5.344)
1,360 1,400 2,760
{13,441) - (13,441)
13,441 - 13,44}
- (24,493} (24,493)
- (27,304) {27,304}
{2,352) - (2,352)
518,818 67,187 586,005
- 470,721 470,721
- {44,312) (44,312)
- 5,119 5,119
- (8,536) (8.538)
4,686,820 140,000 4,826,820
{4.686,820) - (4,686,820}
- 38,603 38,603
- 601,585 601,595
- 6,559,624 6,559,524
- (7,249,553) (7,249,553)
- (689,629) (689,929}
31,483 29,154 60,637
31,483 29,154 60,637
550,301 8,007 558,308
5,224,051 790,230 6,014,281
{ 5,774,352 M 708,237 3 6,572,589
$ - $ 8,536 $ 8,536

statements are an integral part of this statement.
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CHIPPEWA COUNTY
COMPONENT NITS

COMBINING BALANCE SHEET
As of December 31, 2002

ASSETS:
Cash and eguivalents
Cash and equivalents - restricted
_Receivables:
- Accounts
Taxes
Accrued interest on deposits
Inventory
Prepaid expenses
Due from other govermmental units
Fixed assets (net)
Amount to be provided for retirement of debt

TOTAL ASSETS

LIABILITIES:
Accounts payable
Due to other funds
Accrued payroll and related Tiabilities
Advances payable
Deferred revenue
Notes payable
Leases payable

TOTAL LIABILITIES

FUND EQUITY:
Contributed capital

Investment in general fixed assets
Retained eamings:
Unreserved:
Designated
Undesignated
Total retained earnings
Fund balance:
Unreserved:
Undesignated
TOTAL FUND EQUITY

TOTAL LIABILITIES AND FUND EQUITY

Economic

County Road Corporation

Totals

Development  (Memorandum

onty)

$ 2,332,077 §

807,194
487,307

665,869
71,149
1,026,032
5,033,846
1,921,806

347,277 $ 2,679,354

450,960
284,541

15,635
26,070
7,708

19,000,828

450,960

1,111,735
487,307
15,635
691,939
78,857
1,026,032
24,043,674
1,921,806

$ 12,365,280 $ 20,142,019 $ 32,507,299

$ 295,422 % 33,4185 328,840
- 147,509 147,509

643,510 69,385 712,895
1,150,782 - 1,150,782
487,307 147,509 634,816
1,446,296 460,231 1,906,527
- 83,035 83,035
4,023,317 941,087 4,964,404
- 18,600,975 18,600,975
5:0333846 - 5,033,846
- 450,960 450,960

- 148,997 148,997

- 599,957 599,957
3,308,117 - 3,308,117
8,341,963 19,200,932 27,542,895

$ 12,365,280 $ 20,142,019 $§ 32,507,299




CHIPPEWA COUNTY
COMPONENT INITS
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
For the Year Ended December 31, 2002

Econonmic Totals
Development Memorandum
County Road Corporation  Only)

REVENUES :
Taxes $ 457,311 % -% 457,311
Federal sources 368,618 - 368,618
State sources 4,785,618 - 4,785,618
-.-Local sources 2,345,561 - 2,345,561
Charges for services - 1,084,664 1,084,664
Interest on deposits 51,595 - 51,585
Leases and rents - 209,723 209,723
Other revenues 198,268 122,671 320,939
TOTAL REVENUES 8,200,971 1,417,088 9,624,029
EXPENDITURES:
Public works 8,622,415 - 8,622,415
Economic Development - 1,492,790 1,492,790
Debt service 841,734 - 841,734
TOTAL EXPENDITURES 9,464,149 1,492,790 10,956,939
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES (1,257,178) (75,732) (1,332,910)
OTHER FINANCING SOURCES (USES):
Interest on deposits - 29,154 29,154
Grants - 38,603 38,603
Interest expense - (8,536) (8,536)
Loan proceeds 1,145,939 - 1,145,939
Transfers in - 140,000 140, 000
EXCESS (DEFICIENCY) OF REVENUES AND OTHER
FINANCING SOURCES OVER EXPENDITURES AND OTHER
FINANCING USES (111,239) 123,489 12,250
FUND BALANCES, JANUARY 1 3,419,356 19,077,443 22,496,799
FUND BALANCES, DECEMBER 31 $ 3,308,117 § 19,200,932 $ 22,509,049
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CHIPPEWA COUNTY

NOTES TO FINANCIAL STATEMENTS

December 31, 2002

The accounting methods and procedures adopted by the County of Chippewa, Michigan, conform
to generally accepted accounting principles as applied to governmental entities. The
following notes to the financial statements are an integral part of the County's general
purpose financial statements.

NOTE A - REPORTING ENTITY:

FINANCIAL REPORTING ENTITY:

The County of Chippewa was incorporated under the laws of the State of Michigan in
1877 and operates under an elected Commission form of government. As required by
generally accepted accounting principles, the financial statements of the reporting
entity include those of the County of Chippewa (primary government) and its
component units. The component units discussed below are included in the County's
reporting entity because of the significance of their operational or financial
relationships with the County.

Component Units:

In conformity with generally accepted accounting principles, the financial
statements of component units have been included in the financial reporting entity
either as blended component units or as discretely presented component units.

Blended Component Units:

Chippewa County Building Authority - The Authority is an entity legally separate
from the County. The Authority is governed by a board appointed by the Commission
and is reported as if it were part of the County's operations because its primary
purpose is the procurement and management of debt financing for the County.

Chippewa County Health Department - The members of the governing body of the
Chippewa County Health Department are appointed by the County Commission. The
Health Department provides limited health services to residents of Chippewa County.
The Chippewa County Health Department is a Special Revenue fund of the County of
Chippewa, Michigan, and is presented on its fiscal year end, September 30, 2002.

Discretely Presented Component Units: The component units' columns in the combined
financial statements include the financial data of the County's two other component
units. These units are reported in separate columns to emphasize that they are
legally separate from the County.

Chippewa County Road Commission - The members of the governing board of the Road
Commission are appointed by the County Commission. Although the County does not
have the authority to approve or modify the Road Commission's operational and
capital budgets, travel, and per diem rates, bonded debt must be approved by the
County Commission.

Chippewa County Economic Development Corporatioen - The members of the governing
board are jointly appointed by the County and other governmental units. The
Corporation's capital budgets are subject to approval of the County Commission. The
County generally is liable for disaliowed grant expenditures as well.
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CHIPPEWA COUNTY

NOTES TO FINANCIAL STATEMENTS
Decemher 31, 2002

NOTE A - REPORTING ENTITY: (Continued)

Condensed Financial Statements - The combining financial statements present
condensed financial statements of each of the two discretely presented component
units. Complete financial statements of the individual component units can be
obtained directly from their administrative offices.

Discretely Presented Component Unit Administrative Offices:

Chippewa County Road Commission
4139 Mackinac Trail
Sault Ste. Marie, MI 49783

Chippewa County Economic Development Corporation
119 Culley Road, Bldg. 119
Kincheloe, MI 49788

Blended Component Unit Administrative Offices:

Chippewa County Health Department
508 Ashmun, Suite 120
Sault Ste. Marie, MI 49783

Multi-County Agency: The County participates jointly in the operation of the
Hiawatha Behavioral Health Authority with Mackinac and Schoolcraft Counties. Al}l
financial operations of the Authority are recorded in Schoolcraft County. The
funding formula requires the County to provide approximately 60% of the budget
appropriation requirement, which amounted to $171,334 for the year ended December
31, 2002.

The County participates jointly in the operation of the Luce-Chippewa County Family
Independence Agency (a special revenue fund of Chippewa County). A1l financial
operations of the Agency are recarded in Chippewa County.

Jointly Organized Unit: The Chippewa County - Sault Ste. Marie Joint Building
Authority, an entity legally separated from the County, is governed by a three-
member board appeinted by the City and County Commissions. For financial reporting
purposes, the Authority is reported as a separate unit because its purpose is to
finance and maintain joint building operations. The Authority operates on an
August 31 fiscal year.

NOTE B - SUMMARY Of SIGNIFICANT_ ACCOUNTING POLICIES:

ACCOUNTING POLICIES:

The accounting policies of the County of Chippewa conform to generally accepted
accounting principles as applicable to governments. The following is a summary of
the more significant policies:
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CHIPPEWA COUNTY

NOTES TO FINANCIAL STATEMENTS
December 31, 2002

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

(1) Fund Accounting - The accounts of the County are organized on the basis of
funds and account groups, each of which is considered a separate accounting entity.
The operations of each fund are accounted for with a separate set of self-bajancing
accounts that comprise its assets, liabilities, fund balance or retained earnings,
revenues, and expenditures or expenses, as appropriate. Government resources are
allocated to and accounted for in individual funds based upon the purposes for which
they are to be spent and the means by which spending activities are controlled. The
various funds are grouped in the financial report into four broad fund and group
categories, and seven generic fund and group types as follows:

GOVERNMENTAL FUND TYPES:

General Fund - The General Fund is the general operating fund of the County.
It is used to account for all financial resources except those required to be
accounted for in another fund.

Special Revenue Funds - Special Revenue Funds are used to account for the
proceeds of specific revenue sources (other than special assessments,
expendable trusts, or major capital projects) that are legally restricted to
expenditures for specific purposes.

Debt Service Funds - Debt Service Funds are used to account for the
accumulation of resources for, and the payment of, general long-term debt
principal, interest, and related costs.

Capital Project Fund - The Capital Projects Fund is used to account for the
acquisition or construction of major capital facilities (other than those
financed by Proprietary Funds).

PROPRIETARY FUND TYPES:

Internal Service Funds - Internal Service Funds are used to account for the
financing of goods or services provided by one department or agency to other
departments or agencies of the County or to other governments, on a
cost-reimbursement basis.

FIDUCIARY FUND TYPES:

Agency Funds - Agency Funds are used to account for assets held by the County
as an agent for individuals, private organizations, other governments, and/or
other funds. Agency Funds are custodial in nature (assets equal liabilities)
and do not involve measurement of results of operations.

ACCOUNT GROUPS:

Geperal Fixed Assets Account Group - This account group is used to account for
general fixed assets acquired principally for general purposes and excludes
fixed assets of proprietary type funds.
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