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INDEPENDENT AUDITORS' REPORT

Chairman and Members

Of the Board of Commissioners
County of Chippewa, Michigan
Sault Ste. Marie, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component units, the governmental major funds, and aggregate other
funds, of the County of Chippewa, Michigan, as of and for the year ended December 31, 2003, as listed in
the Table of Contents. These basic financial statements are the responsibility of the County's management.
Qur responsibility 1s 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 basic financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the basic financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall basic financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the County of Chippewa, Michigan as of December 31, 2003, and the results of its operations for
the year then ended in conformity with accounting principles generally accepted in the United States of
America.

16978 S. RILEY AVENUE (906) 495-5952 / FAX 495-7312
KINCHELOE, MICHIGAN 49788 E-mall: antack@nmo.net



Honorable Chairman and Members

of the Board of Commissioners
County of Chippewa, Michigan
Page 2

The County of Chippewa, Michigan, implemented the provisions of Governmental Accounting Standards
Board Statement No. 34, Basic Financial Statements — and Management’s Discussion and Analysis — For
State and Local Governments as of January 1, 2003. This results in a change in the format and content of the
basic financial statements.

In accordance with Government Auditing Standards, we have also issued our report dated February 6, 2004,
on our consideration of the County of Chippewa, Michigan’s internal control over financial reporting and our
tests of its compliance with certain provisions of laws, 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.

The Management’s Discussion and Analysis on page 3 and budgetary comparisons are not a required part of
the financial statements but are supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County of Chippewa, Michigan basic financial statements. The combining and individual
major and nonmajor fund financial statements are presented for purposes of additional analysis and are not a-
required part of the basic financial statements. The combining and individual major and nonmajor fund
financial statements have been subjected to the auditing procedures applied in the audit of the basic financial
statements, and, in our opinion, are fairly stated in all material respects in relation to the basic financial
staternents taken as a whole.

The additional information regarding the Municipal Securities Disclosure Requirements of the Securities
Exchange Commission (SEC) Rule 15¢2-12 are presented for purposes of additional analysis and are not a
required part of the basic financial statements of the County. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis and is not a required part of the basic financial
statements of the County of Chippewa, Michigan. 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 basic financial statements, and, in our opinion, the information is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

Anderson, Tackman & Company, PLC
Certified Public Accountants

February 6, 2004



Management’s Discussion and Analysis




County of Chippewa, Michigan

Management’s Discussion and Analysis
December 31, 2003

This section of the County’s annual financial report presents our discusston and analysis of the County’s
financial performance during the fiscal year that ended on December 31, 2003. Please read it in
conjunction with the County’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

» The County’s total net assets exceeded its liabilities at the close of the most recent fiscal year by $2.3
million (net assets). The County’s total net assets fell considerably from 2002 totals.

e During the year, the County’s expenses were $11,765 more than the $17,010,880 generated in taxes
and other revenues for governmental programs (before special items). This is far better than last year,
when expenses exceeded revenues by $1,021,471. Figure A-1 graphically depicts the revenue and
expense trends.

¢ In the County’s business-type activities, assets increased 5.5% to $7,817,128 while liabilities increased
by $107,050.

e The total cost of the County’s programs was down (decreasing $145,717, or 1.82%), and no new
programs were added in 2003.

e The general fund reported a deficit this year of $431,781.

e The resources available for appropriation were $194,229 less than budgeted for the general fund.
However, expenditures were kept within spending limits by way of a transfer of funds from the
delinquent tax fund.

Figure A-1
Total Revenues and Expenditures
2001 - 2003
21,000,000
20,500,000 -
20,000,000 B Revenue
2 19,500,000 B Expenses
m ?
o)
2 19,000,000
18,500,000 A
18,000,000 -
17,500,000 -
2001 2002 2003
Year




County of Chippewa, Michigan

Management’s Discussion and Analysis
December 31, 2003

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of four parts — management’s discussion and analysis (this section), the basic
financial statements, required supplementary information, and an optional section that presents combining
statements for nonmajor governmental funds and internal service funds. The basic financial statements
include two kinds of statements that present different views of the County:

» The first two statements are government-
wide financial statements that provide both
long-term and short-term information about
the County’s overall financial status. Required Components of the

Chippewa County Annual Financial Report

Figure A-2

e The remaining statements are fund financial
statements that focus on individual parts of

County government, reporting the County’s —I
operations in more detail than the I
government-wide statements. Management’s . .
. . Basic Required
Discussion Fi ial g
and inancial upp]emer.ltary
o The governmental funds statements tell Analysis Statements Information
how general government services like

public safety were financed in the
short-term as well as what remains for
future spending.

o Proprietary fund statements offer
short- and long-term  financial Government- JFund Notes
) . o wide Financial to the
information about the activities the Financial Staternents Financial
government operates like businesses, Statements Analysis Statements
such as the tax revolving funds.

o Fiduciary fund statements provide
information about the financial ]
. . Sllmmary M Detail
relationships — as a trustee or agent for
the benefit of others, to whom the
resources belong.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information the further explains and supports the information in the financial statements.
Figure A-2 shows how the required parts of this annual report are arranged and related to one another, In
addition to these required elements, we have included a section with combining statements that provide
details about our nonmajor governmental funds and internal service funds, each of which are added
together and presented in single columns in the basic financial statements.

4



County of Chippewa, Michigan

Management’s Discussion and Analysis
December 31, 2003

Figure A-3 summarizes the major features of the County’s financial statements, including the portion of
the County government they cover and the types of information they contain. The remainder of this
overview section of management’s discussion and analysis explains the structure and contents of each of
the statements.

Figure A-3
Major Features of the County’s Government-wide and Fund Financial Statements

Fund Statements

Government-wide
Statements Governmental Funds Proprietary Funds Fiduciary Funds

Required financial e Statement of net assets ¢ Balance Sheet s Statement of assets s Statement of
Statements + Statement of activities ¢ Statement of revenues, » Statement of revenues, fiduciary net
expenditures, and expenses, and changes assets
changes in fund in net assets e Statement of
balances ¢ Statement of cash changes in
flows fiduciary net
assets

All ssct and

Type of asset / All assets and liabilities, Only assets expected to be  All assets and liabilities,
liability both financial and capital,  used up and liabilities that both financial and liabilities, both
information and short-term and long- come due during the year  capital, and short-term short-term and long-
term or soon thereafter; no and long-term term; the County’s
capital assets included funds do not

currently contain
capital assets
although they can







































































































































































































































































































