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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 aggregate discretely presented component units, each major fund, and aggregate remaining
fund information, of the County of Chippewa, Michigan, as of and for the year ended December 31, 2004,
which collectively comprise the County’s basic financial statements as listed in the Table of Contents. These
financial statements are the responsibility of the County's management. Our responsibility is to express
opinions 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 opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of the County of
Chippewa, Michigan as of December 31, 2004, and the respective changes in financial position and cash
flows, where applicable, thereof, 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-mail: antack@nmo.net



Honorable Chairman and Members

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

In accordance with Government Auditing Standards, we have also issued our report dated February 18, 2005,
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 grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

The Management’s Discussion and Analysis has not been presented which accounting principles generally
accepted in the United State of America have determined is necessary to supplement, although not required
10 be part of the basic financial statements.

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
statements 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 18, 2005
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County of Chippewa, Michigan

Statement of Net Assets

December 31, 2004
Primary Government
Governmental Business-type Component
Activities Activities Totals Units
ASSETS:
Cash & Investments - Unrestricted $ 2.899122 § 6,922,028 $ 9,821,150 b 1,617,965
- Restricted 290,495 - 290,495 474,608
Receivables:
Accounts 766,731 - 766,731 1,688,827
Taxes 6,183,092 1,110,904 7,293,996 547,711
Interest 64,211 13,661 77.872 878
Internal Loans 102,893 53,734 156,627 -
Due from Governmental Units 735,569 9,999 745,568 -
Inventories 38,783 - 38,783 753,008
Prepaid Expenses 141,685 - 141,685 116,272
Capital Assets (Net of Accumulated Depreciation) 10,035,774 - 10,035,774 77,240,577
TOTAL ASSETS $ 21,258,355 § 8,110,326 $ 29,368,681 b 82,439,846
LIABILITIES:
Current Liabilities:
Internal Loans A - 5 63,726 $ 63,726 5 92,901
Short Term Notes Payable - - - 470,087
Accournts Payable 371,040 158 371,198 291,936
Accrued Liabilities 403,509 - 403,509 51,137
Advances - - - 575,152
Accrued Interest Payable 94,857 - 94,857 -
Due to Governmenta! Units 116,727 - 116,727 717
Deferred Revenue 203,211 - 203,211 92,901
Other Liabilities 400,947 - 400,947 -
Notes Payable - Current - - - 363,195
Bonds Payable - Current 742,500 - 742,500 -
Capital Leases Payabie - Current 30,551 - 30,551 25,219
Non-current Liabilities:
Notes Payable - - . 879,404
Bonds Payable 13,216,500 - 13,216,500 -
Capital Leases Payable 29,591 - 29.591 13,753
Compensated Absences 541,039 - 541,039 487,287
TOTAL LIABILITIES 16,150,472 63,884 16,214,356 3,343,689
NET ASSETS:
Invested in Capital Assets (net of related debt) (2,462,946) - (2,462.,946) 75,488,919
Restricted for County Road - - - 2,851,601
Restricted for Debt Service 973,629 - 973,629 -
Restricted for Capital Projects 55 - 55 -
Restricted for Other Purposes 1,615,279 - 1,615,279 -
Unrestricted 4,981,866 8,046,442 13,028,308 755,637
TOTAL NET ASSETS $ 5,107,883 $ 8,046,442 $ 13,154325 $ 79,096,157
See accompanying notes to financial statements. 3
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County of Chippewa, Michigan

Balance Sheet
Governmental Funds
December 31, 2004
Revenue Non-Major Total
Sharing Health Governmental Governmental
General Reserve Department Funds Funds
ASSETS:
Cash & Investments - Unrestricted $ 139,220 g - $ 1,223,699 $ 1,536,203 Y 2,899,122
- Restricted - - 290,495 - 200,495
Receivables:
Accounts 243 - 685,870 80,618 766,731
Taxes 3,230,558 1,615,279 - 1,337,255 6,183,092
Interest 54,443 - - 9,768 64,211
Due from Other Funds 100,012 - - 717,715 817,727
Due from Governmental Units 250,066 - 208,744 276,759 735,569
Prepaid Expenses 108,626 - 33,059 - 141,685
TOTAL ASSETS § 3883168 $ 1615279 § 2,441,867 $ 3,958,318 $ 11,898,632
LIABILITIES:
Due to Other Funds $ 252,038 3 - b -3 437,534 3 689,572
Accounts Payable 141.010 - 158,928 71,102 371,040
Accrued Liabilitics 161,748 - 208,276 33,485 403,509
Other Liabilities 3,003 - 19,655 378,289 400,947
Due to Governmental Units - - 62,854 53,873 116,727
Deferred Revenue 3,230,558 - 203,211 993,229 4,426,998
Compensated Absences - - 243,986 - 243,986
TOTAL LIABILITIES 3,788,357 - 896,910 1,967,512 6,652,779
FUND BALANCES:
Restricted - 1,615,279 - - 1,615,279
Unrestricted 94,811 - 1,544,957 1,950,806 3,630,574
TOTAL FUND BALANCES 94.811 1,615,279 1,544,957 1,990,806 5,245,853
TOTAL LIABILITIES AND FUND BALANCES 5 3,883,168 $ 1,615279 $ 24413867 $ 3958318
Reconciliation to amounts reported for governmental activities in the statement of net assets:
Capital assets used by governmental activities 10,035,774
Long-term notes & leases payable for governmental activities . {14,019,142)
Compensated absences liability (297,053)
Internal service funds included in governmental acitvities 13,521
Accrued interest expense (94.,857)
Deferred revenue recognized as current revenue 4,223,787
Net assets of governmental activities b 3,107,883

See accompanying notes to financial statements, 5



County of Chippewa, Michigan

Statement of Changes in Revenues, Expenditures, and
Changes in Fund Balance - Governmental Funds
For the Year Ended December 31,200+

Revenue Non-Major Totals
Sharing Health Governmental Governmental
General Reserve Department _Funds Funds
REVENUES:
Taxes Y 4,572,865 5 1615279 5 - $ 1,141,769 5 7329913
Federal Sources 464 371 - - 263,280 727,651
State Sources 1,436,280 - 1,039,735 407,256 2,883,271
Local Sources - - - 669,884 669,884
Charges for Services 1,520,925 - 308,007 771,298 2,606,230
Interest & Rentals 143,947 - - 20,838 164,785
Fees and Collections 33,966 . 31,614,286 54,423 3,702,675
Fines and Forfeitures 65,254 - . 3,500 68,754
Other Revenue 541 801 . 84,728 399,750 1,026,279
TOTAL REVENUES 8,779,409 1,615,279 5,046,756 3,737,998 19,179,442
EXPENDITURES:

Legislative 152,932 - . . 152,932
Judicial 2,001,410 - - 10,040 2,011,450
General Government 2,355,031 - - 24929 2,379,960
Public Safety 2,331,086 - - 1,377,515 3,708,601
Public Works - . - 653,881 553,88]
Health & Welfare 210,512 - 5,004,919 927429 6,142,860
Capital Outlay 89,806 . - 62,459 152,265
Debt Service - - - . 1,358,548 1,358,548
Other Expenditures 678,319 . - - 678,315
TOTAL EXPENDITURES 7,819,096 - 5,004,919 4,414,801 17,238,816
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES 960,313 1,615,279 41,837 (676,803) 1,940,626
OTHER FINANCING SOURCES (USES):

Note/Lease Proceeds - - 51,022 - 51,022

Operating Transfers In 180,158 - 151,400 1,046,760 1,378,318

Operating Transfers Out (1,046,360} - - (331,147y (1,377 507
EXCESS (DEFICIENCY) OF REVENUES AND OTHER

FINANCING SOURCES OVER EXPENDITURES AND OTHER

FINANCING USES 94,111 1,615,279 244,259 38,810 1,992,455
FUND BALANCES, JANUARY 1 700 - 1,300,698 1,951,996 3,253,394
FUND BALANCES, DECEMBER 31 5 94811 5 1615279 § 1544957 & 1990806 § 5245853

See accompanying notes to financial statements. 6



County of Chippewa, Michigan

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds

to the Statement of Activities

For the Year Ended December 31, 2004

Net Changes in fund balances - total governmental funds § 1,992,459

The change in net assets reported for governmental activities in the
statement of activities is different because:

Governmenta! funds reported capital outlays as expenditures.

However, in the statement of activities the cost of those assets

is capitalized and the cost of those assets is allocated over their

estimated useful lives and reported as depreciation expense.

This is the amount by which capital outlay ($172,796) did not exceed

depreciation ($555,686) in the current period and book value., (382,890)

Repayment of principal is an expenditure in the governmental funds
but reduces the liability in the statement of net assets.

Principal repayments:

Bond & Notes Payable 696,500
Capital lease 30,176
Lease proceeds recognized as other financing sources
but not for full accrual basis {51,022

Under the modified accrual basis of accounting used in governmental
funds, expenditures are not recognized for transactions that are not
normally paid with expendable available financial resources. In the
statement of activities, however, which is presented on the accrual
basis, expenses and liabilities are reported regardless of when financial
resources are available. In addition, interest on long-term debt is not
recognized under the modified accrual basis of accounting until due,
rather than as it accrues. This adjustment combines the following

net changes:

Compensated absences 112,595
Recognition of taxes received for 2004 levy year for prior year (1,865,569}
Internal service fund activity (1,666)
Recognition of other long-term liability 05,538
Changes in net assets of governmental activities $ 626,121

See accompanying notes to financial statements 7



County of Chippewa, Michigan

Statement of Net Assets
Proprietary Funds
December 31, 2004
Business - type.  Governmental
Activities Activities
Enterprise
Fund Internal
Tax Service
Collections Fund
ASSETS:
Cash & Investments § 6,922,028 $ -
Taxes 1,110,904 . -
Inventories - 38,783
Due from Other Funds 53,734 -
Due from Other Governmental Units 9,999 -
Accrued Interest Receivables 13,661 -
TOTAL ASSETS $ 8,110,326 S 38,783
LIABILITIES: |
Due to Other Funds $ 63,726 $ 25,262
Accounts Payable 158 -
TOTAL LIABILITIES 63,884 25,262
NET ASSETS:
Unrestricted 8,046,442 13,521
TOTAL NET ASSETS $ 8,046,442 § 13,521

See accompanying notes to financial statements. 8



County of Chippewa, Michigan

OPERATING REVENUES:
Charges for Services
Interest & Rentals
Total Operating Revenues
OPERATING EXPENSES:
Supplies
General and Administrative
Total Operating Expenses
OPERATING INCOME (1L.OSS)
NON-OPERATING REVENUES (EXPENSES):
Interest on Deposits
Operating Transfers In
Operating Transfers Out
Total Non-operating Expenses
CHANGE IN NET ASSETS

NET ASSETS, JANUARY 1

NET ASSETS, DECEMBER 31

See accompanying notes to financial statements.

Statement of Revenues, Expenses, and
Changes in Net Assets - Proprietary Funds
For the Year Ended December 31, 2004

Business -type =~ Governmental
Activities Activities
Enterprise

Fund Internal
Tax Service
Collections Fund
$ 14,408 b3 18,971
383,572 -
397,980 18,971
- 19,826
25,661 - -
25,661 19,826
372,319 (855)
29,029 -
3,200,000 -
(3,200,000) (811)
29,029 (811)
401,348 (1,666)
7,645,094 15,187
$ 8,046,442 b 13,521




County of Chippewa, Michigan

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from Customers
Payments to Suppliers

Net Cash Provided {Used) by Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Operating Transfers In
Operating Transfers Out

Net Cash Provided (Used) by Noncapital
Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest Income

Net Cash Provided (Used) by Investing Activities
Net Increase (Decrease) in Cash and Cash Equivalents
Balances - Beginning of the Year

Balances - End of the Year

Reconciliation of Operating Income (Loss) to
Net Cash Provided (Used) by Operating Activities
Operating Income (Loss)
Adjustments to Reconcile Operating Income (Loss)
to Net cash Provided (Used) by Operating Activities.
Change in Assets and Liabilities:
Taxes Receivable
Accrued Interest Receivable
Inventory
Due from Other Funds
Accounts Payable
Due to Other Funds

Net Cash Provided by Operating Activities

See accompanying notes to financial statements.

10

Statement of Cash Flows
Proprietary Fund Types

For the Year Ended December 31, 2004

Business - type Governmental
Activities Activities
Enterprise Fund Internal Service

Tax Collections Fund
$ 2,174,400 $ 18,942
(979.181) (18,131)
1,195 219 811
3,200,000 -
(3,200,000) (811)
- (811)
29,029 -
29,029 -
1,224,248 -
5,697,780 -
$ 6922028 ] -
£ 372,319 $ (855)
165,011 .
111,146 -
- §,693
654,959 -
158 -
(108,374) (29)
$  1,195219 ) 811




County of Chippewa, Michigan

Statement of Fiduciary Net Assets

Fiduciary Funds
December 31, 2004
Agency Funds
ASSETS:
Cash & Investments - Unrestricted 8 2,024,447
Receivables:
Other Receivables 175,015
TOTAL ASSETS $ 2,199,462
LIABILITIES:
Due to Other Governmental Units $ 334,624
Other Liabilities 15,085
Undistributed Tax Collections 1,280,079
Undistributed Receipts 569,674
TOTAL LIABILITIES $ 2,199,462

See accompanying notes to financial statements 11



County of Chippewa, Michigan

ASSETS:
Cash & Investments - Unrestricted
- Restricted
Receivables:
Interest
Accounts
Taxes
Inventory
Prepaid Expense
Capital Assets {net)

TOTAL ASSETS

LIABILITIES:

Current Liabilities:
Short Term Note Payable
Accounts Payable
Due to Governmental Units
Amounts Due to Primary Government
Deferred Revenue
Accrued Liabilities
Advances
Notes Pavable - Current
Leases Payable - Current

Non-Current Liabilities:
Notes Payable
Leases Payable
Compensated Absences

TOTAL LIABILITIES

NET ASSETS:

Invested in Capital Assets, net of related debt

Restricted for County Road
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See accompanying notes to financial statements.

Statement of Net Assets
Component Units
December 31, 2004
Economic
Road Development

Commission Corporation Totals
$ 1,268,167 3 349,798 § 1,617,965
- 474,608 474,608
- 878 878
1,484,346 204,481 1,688,827
547,711 - 547,711
728,910 24,098 753,008
116,272 - 116,272
57,648,877 19,591,700 77,240,577
$ 61,794,283 $ 20,645,563 $ 82,4392846
b - h) 470,087 $ 470,087
236,158 55,778 291,936
717 - 717
- 92,901 92,901
- 92,901 92,901
51,137 - 51,137
575,152 - 575,152
345,013 18,182 363,195
- 25,219 25,219
835,653 43,751 879,404
- 13,753 13,753
430,041 56,646 487,287
2,474,471 869,218 3,343,689
56,468,211 19,020,708 75,488,919
2,851,601 - 2,851,601
- 755,637 755,637
59,319,812 19,776,345 79,096,157
$ 61,794,283 § 20,645,563 $ 82,439,846
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Notes to Financial Statements




County of Chippewa, Michigan

NOTE 1 -

Notes to Financial Statements
December 31, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the County of Chippewa, Michigan, conform to accounting
principles generally accepted in the United States of America (GAAP) as applicable to
governmental entities. The following is a summary of the significant accounting policies
used by the County:

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 U.S.
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 relationship with the County.

Component Units:

In conformity with U.S. 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 ts 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, 2004.

Discretely Presented Component Units
The component units” columns in the 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.
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County of Chippewa, Michigan

NOTE 1 -

Notes to Financial Statements
December 31, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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 Corporation — 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 disallowed grant expenditures as well.

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 form their
administrative offices.

Discretely Presented Component Units Administrative Offices:

Chippewa County Road Commission
3949 S. Mackinac Trail
Sault Ste. Marie, MI 49783

Chippewa County Economic Development Corporation
119 Cully 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. All financial operations of the
Authority are recorded in Schoolcraft County. The funding formuia requires the County to
provide approximately 60% of the budget appropriation requirement, which amounted to
$194,868 for the year ended December 31, 2004.

The County participates jointly in the operation of the Luce-Chippewa County Family

Independence Agency (a special revenue fund of Chippewa County). All financial
operations of the Agency are recorded in Chippewa County.
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County of Chippewa, Michigan

NOTE 1 -

Notes to Financial Statements
December 31, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Jointly Organized Unit

The Chippewa County — Sault Ste. Marie Joint Building Authority, an entity legally
separated from the County, is governed by a four-member board appointed 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. The County remitted payments during
2004 in the amount of $101,339,

B — Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the
statement of activities) report information on all of the nonfiduciary activities of the
primary government and its component units. For the most part, the effect of interfund
activity has been removed from these statements. Governmental activities, normally
supported by taxes and intergovernmental revenues, are reported separately from business-
type activities which rely to a significant extent on fees and charges for support. Likewise,
the primary government is reported separately from certain legally separate component
units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment, are offset by program revenues. Direct expenses arc those that are
clearly identifiable with a specific function or segment. Program revenues include: (1)
charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment; and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenue.

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds
are reported as separate columns in the fund financial statements.

C — Measurement Focus, Basis of Accounting and Financial Statement Presentation:

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenue is recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenue in the year for which they are levied. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by
the provider have been met. '
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