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' INDEPENDENT AUDITOR’S REPORT
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Wa have audltcd the accampanymg ﬁnancml s*tatemﬂnts of tl-u: wuvemmcnt'ﬁl activities,

the business-typc’ activities, the angregatc discreicly presented component units, each

. major fund, and the aggregate remaining tund information of HILLSDALE COUNTY,
MICHTGAN us of and for the year cnded December 31, 2008, which collectively
comprise the County’s basic financial statements as listed in the table of conlents. These
financisl statements aro the rcsponsibility of Hillsdale County’s mapagement. Our

+ rusponsibility is te cxpress opinlons on these financial slatoments based on our audit. 'We :
did not audit the financial statements of the Hillsdale County Road Commission {a

discretely presented cumponent unit), the County Park Fund (& special revenue fund type
. — governmental type activity), and the illsdale Counly Medical Care Facility which is a
‘major fund (a blended component unit ~ business type activity); whose statements reflect

‘total assets, nel assets, and revenues that are ropresented as follows — 95%, 96% and 94%

of total component units, 74%, 78% and 88% of total business type activities, and lcss
than 1% , 1% and 1% of govcrnmerltal type activities, respeetively, Those financial

statements were audited by other auditdrs whose Teports have been furnished to us, znd:
our opinion, insofar as it relates to the amounts ineluded for the Hillsdale County Road

Cormmission, County Park Fund, and Hillsdale County Medical Care Facl.hty is based
: Sole.ly on the repDrt af the other auditors. :

. 'We mnducted our audlt in accordance with audm:ng sta.udard.s. gene.mlly accepted in the
"United States of America and the standards applicable to finaneial andits contained in
‘Governmenl Ayditing Standards, issned by the Comptroller General of the United States,
Those standards rcquire that we plan and perform lhe aundit to obtain reasonable
' mssurance about whether the financial staterdents are free o material misstatement, An

andit -includes examining, on a. test basis; evidence supporling the smounts and

disclosures in the financial statements.  An audit also includes assessing the accounting

prmcnples used and mgm_ﬁcant estimates. made- by management, as well as evalpating the .
overall finaneial statemient presentation. We believe that cur andit and thL reparts of

. c:ntbur audltors provide a reasonable basis for our opinions.



-

- The County of I—hllsdals haq not dctcnnme:d the coat of its postrctlremf:nt mndmtl,
“benebits pmmdcd ta- cligible erployees . iti accordance with accounting principles
generally accepted in the United States' of America, which Toquires the cost of those
employce postretirement benefits to be recognized over the employees’ respective service -
periods and a Hability to be remgmzed for the benefit obligation. The amount by which
this dcpaxturc would affect the. asscts, pet aesets and expenses of the povermmental
- -aclivities, business-type, activities, and, the I{'Ll_lbdﬂlﬂ County Medical Care Facility — a

o lma.Jor fund, is'not rcasonah]y dﬂfb‘[ﬂllﬂdblﬂ

In o opmmn,' E:x&‘:tpt for the aﬁt‘ects of not rtburdmg the custs of the postratiremc:ut'

. medical benefits - for the govemmemdl activities, busincss-type activities, and the
. Hillsdale County Medical Care Facﬂﬂy, 4 major Tund, as described in the preceding

parapraph, bused of our audit and the reports of other auditors, the financial statements
. teferred to above prosent Birly, in'all material respeets, the :espectwu financial position
.of the govammental activities, the husmess-tpr activitics, the aggregate discretely
presented cowponent units, ' each major. fund, and the agg[egalr.. remaning  fund

information of Hillsdale County, Mmh:gan as-of Ducember 31, 2008, and the respective

changes in financial position and cash: ﬂows, where applicable, thermf and the budgetary -

- comparisons for the general find and major special revenue fund, for the year then ended

. in eonformity with. acccmnhng pnn.mplt.,s gcncrally accepted in Lhc, United Statey of .
-.Am:m.a. ,

-The Managemeni 8 D1scussmn and Analys:s on pages i — vifi is not a re:qmred part of
. .the 'basic ‘fivancial statements, but is supplemigntary information required by the
_-Govermmental Aceounting Sl.dndd_'rdb Board. Wehave ap plied certaimn limited procedures, '
which copsisied principally of inquiries ' of mmamajziment regarding the methods of
measnremenit and presentation of the required supplementary mformduon However we
- dlid not audit the mfummtmn and cxpress nc opinion on it.

.I.u aucurdaucc wu:h Covammant Aud:mng Slandards we haw'c algo issued our report dated
June 19, 2009, on our consideratign of the Cmmty s internal conirols over financial
reporting and our tests of its compliance with' certain provisions of laws, regulations,
contracts end gran{ agwmmts and’ other matiers. - The purpose of that ropert is to

" . describe the scope ‘of our testing of internal control over fGnancial reporting and
. compliance and the results of (hat icsling and not.to provide an opinion on the internal

_control over financial reporting or on compliance. That report is an integral part of an

-:il.ldlt performed in accordanec with Government Auditing Standards and should be read  *

in conjunction with this report in considerng the results of our audit.

- Qur audit was conducted for the purpese of forming opinions on the finaneial statéments
that collectively comprise Hillsdale Counly’s busic financial statements. The ¢ombining
and individyal fund financial statements and schedules listed in the table of contents are

‘presented Tor purposws of additional analysis and are not a required part of the basic

_ financial statctments. The accompanying bchudu]& of Expenditures of Federal Awards is
-, presented for purposes of additional unatysis as required by U.5. Office of Management

and Budget Circular' A-133, Audits -of States, Local Governments, and Naon-Profit

Organizatipns, and iz wluo nol a required part of the basie financial statomeonts of Hillsdale

County.  Such information has heen subjected to the anditing pmmdi.u'ca applicd in the

- andit of the basic i nancial statements and, In our opinion, -is fairly presented, in all
 material respects, in relaiion 1o the basic ﬁndncnl statements taken as a whole.

ﬂdkm Worch: M & & Pﬁ’-’
oo : Cet'tiﬁed]}ubhcAccnuntants S
-Ilillsdale, Michigan . - ) .
: Junc19,2009 . . o I '.'“'
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COUNTY OF HILLSDALE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Using this Annual Report

The fo]]owmg discussion and analysis of the financial performance for County of Hlllsdale (“County™) provides
an overview of the County’s financial activities for the fiscal vear ended December 31, 2008. Please read it in
conjunction with the County’s financial statements which follow this section.

Financial Highlights
The following represents the most significant financial highlights for the year ended December 31, 2008:

» In 2004, the State of Michigan mandated a change in the way Michigan counties are funded.
Reovenue sharing for counties was eliminated and roplaced by a shifl in the county property tax
collections over the course of the subsequent 3 years. Counties were required to begin setting aside
173 of property tax collections each year from 2004 through 2007 o supplement the lost revenue
sharing. According to projections by the State of Michigan, this alternative funding method should
keep Hillsdale County at similsr revenue levels through the year 2010. ‘The County had $1.7 million
set aside as of December 31, 2008 to cover the years 2009 and 2010. Whether or not the State will
restore revenue sharing after that point remaing uncertain.

¢ Significant building renovations and improvements were made at the Sheriff’s Department to extend
the life of the building and greatly reduce energy costs. The $762,000 project was financed through
an installment purchase agreement over 10 years at 4.38%. The project is expected to pay for itself
within 15 years through the savings on cnctgy costs.

o As a result of the poor economic conditions, property valves only increased 2.3% during 2008 as
compared to 5%+ growth in past years.

Overvicw of the Financial Statements

Thc County’s basic financial statements comprise three components: 1) government-wide financial statements,
2) fund financial statements, and 3) notcs to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.

Government-wide fivancial statcments ~ The govermment-wide financial statemenis are designed to provide
readers with a broad overview of the County’s finances, in a manner similar to a private-sector business and,
therefore, arc prepared using the accrual basis of accounting, These statements provide a longer-term view of
the County’s finances and whether taxpayers have funded the full cost of providing govermment serviees. The
first two statements are government-wide and include the following;

» The statement of nel assets presents information an all of the Counfy’s assets and liabilities, with the
difference between the two reported as nei assets. Over time, increases or decreases in not assets
may serve as a useful indicator of whether the financial position of the County is improving or
deteriorating.

s The statement of activitics prescots information showing how the County’s net assets changed
during the most recent fiscal year. All changes in net assets are reporied as soon as the underlying
event giving risc to the change oceurs, regardless of the timing of related cash flows. Thus, Tevenaes

and expenscs are roported in this statement for some items that will onty result in cash flows in
future fiscal periods.

Both of the gavemment-wide financial staternents distingnish functions of the County that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other fimctions that are

intended to recover all or a sipnificant portion of their costs through user fees and charges (business-type
activities),

- jii -



COUNTY OF HILLSDALE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Fund financial statements — A fund 18 a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives, The County of Hillsdale, like other
state and local governments, uses find accounting to ensure and demonstrate complisnce with finance-related
legal requirements. Fund financial statements report the County’s operations in more detail than the
government-wide financial statcments, These statements present a short-term view and tell how taxpayer
rosources were spent during the year.  All of the funds of the County can be divided into thrce categories:
governmental funds, proprietary funds and fiduciary funds. :

»  Govermmental Funds - Governmental funds are used to account for cssenlially the same functions
reported as governmental acifvities in the government-wide financial staternents. However, unlike the
govemment-wide financial statements, goveromental fund financial statements focus on near-term
inflows and outilows of spendable resources, as well as on halunces of spendable resources available at
the end of the fiscal year. Such information may be useful in evaluating s government’s near-term
financing requircments,

Becanse the focus of governmental funds is narrower than that of the government-wide financial
statement, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the povermment-wide financial statements. By
doing so, readers may better understand the long-tcrm impact of the County’s near-term financing
decisions, Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

« TPropnetary Funds - Enferprise funds are used to report the same functions presented as business-type
activities in the govemment-wide financial statements. Mnteraal service funds are an accounting device
used to accumulate und allocate workers compensation costs internally among the County’s various
functions, Proprictary funds provide the same type of information as the government-wide financial
statements, only in more detail.

¢ TFiduciary Funds - Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial statements

because the resources of those funds are noi available to support the County of Hillsdale’s own
programg. The basis of accounting used for fiduciary funds is much like that used for proprietary funds.

Notes to the Financial Statements - The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financia) statements.

The County as a Whole

‘The Statement of Net Asscts and the Statement of Activities report information about the County as a whole and
about its activilies 1 a way that helps explain the condition of the County. These stalements include all assets
and liahilities using the acernal basis of accounting, All of the cwrrent year's revenues and expenses are taken
into account regardless of when cash is rcecived or paid. In a condensed format, the table below shows a
comparison. of the net assets (in thousands of dollars) of the County as of the end of the current and prior year,

-iv -



COUNTY OF HILLSDALE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Governmentsl Business-Type
~ Activities ' ' Activities Total
2007 2008 2007 2008 2007 2008
Current Assets 9,392 £ 9,205 511960 § 9,159 - §21,552 518364
Capital Assets . 4.567 _ 4950 9991 11,763 _ 14,558 16713
' Total Assets $ 14,159 $14,155 521951 § 20922 $ 36,110 £350°17
Current Liabilities . £ 2,147 ¥ 3216 £ 3,122 $ 2249 ¥ 3269 F 5465
Long-term Liabilities . 4224 4554 . 43950 _ 13760 13,004 18314
'T'otal Liabilibes $ 6,371 § 7770 "B 16002 % 16008 F23273 823779
Net Asse=ts;
Tnvested in Capital Assets, net afde.bt F 2,680 ¥ 2610 £ 21 % 27383 § 2901 § 4993
Restricted 795 - 1,333 596 0 1,301 1,333
Unrestricted : 4313 2542 4232 2,530 _ R545 5072
Total Net Assets . ¥ 7,788 L _GA85 5 5049 y 4933 512837 ¥ 11,208

The County’s combined nct asscts decreased 12.0% from a year ago - - decreasing from $12.8 million to $11.3
mitlion. Governmental activities experienced a decrease in net assets of $1.4 million (18.0%) due to flat

revenue and increased expenses. Business-type activities experienced a small decrcase in nct assets of $136
thousand (2.6%).

The following table shows the changes in net assets (in thousands of dollars) of the County during the current
and prior year.

Governmental Business-Type
Activitieg Activitics Total
2007 2008 2007 2004 2007 2008
Progrom Revenues
Charges for Services 2177 2403 512,452 512,673 £ 14,620 £ 15,076
Operating Grants and Contributions 2,764 2,439 4,868 2,662 - 7,632 5,101
Capital Grants gnd Contributions ) 0 4] 0 0 4]
General Revenues
Property Tuxes - goneral purposes 7473 7,616 0 318 7473 8.A34
Unrestreted [nvestment Eamings 231 403 0 384 331 TRT
Transfers and Olher Revenue 644 855 {656) (653) 0 0
Total Rovenyey §13411 §13516 $16.654 515882 5 30,065 20398
Proyram Expenses :
General Government F 3734 $ 2252 b 0 b 0 3 3,756 § 2,252
Legislative . 133 138 0 0 133 138
Tudicial 1,039 1,926 0 0 1,939 1,926
Public Safety 3,706 4,402 (] | 3,706 4402
Public Works it} 21 0 a 20 21
Health and Welfare 2,747 3,268 0 it 2,747 3,268
Recreation and Culiyral 66 26 0 ¢ 66 ga
Other governmenlal aclivities 1,332 2,096 0 0 1,332 2,094
Inlerest on Long=Term Debt 13 178 a 0 13 178
Special Ttem ] 452 0 0 0 552
Medieal Care Facility Operations a 0 13,2092 14,712 13,202 14,712
Delinquent Tax Colleetiom 0 G 1,238 211 1,238 211
Emergency Services 0 0 799 782 790 T82
Geographic Information Services 0 0 30 27 30 27
Board of Public Works ‘ 0 0 aa7 286 307 286
Total Expenses $13712 $14.919 § 15666 $146.01% §2937% 530,937
Change in Net Assets & _201) £.(1.402) L2018 2 (136) &.1.243 § (1339)



COUNTY OF HILILSDALE
MANAGEMENT?S DISCUSSION AND ANALYSIS

Governmental Activities -

Total governmental revenues increased slightly (8%). Governmental expenses increased §.8% due to the
transfer of the “Broad Street Market property” back to the City of Hillsdale Tax Increment Finance Authority,
inercased interest expense, and increases in other various cxpendilure areas.

Business-Type Activitics
The County’s business-type activities consist primarly of the Medical Care Facility Fund., Medical Care
Facility revenue increased approximately $196 thousand and expenses increased approximaicly $1.4 million,

resulting in a small decrcase in net assets ($83 thousand). The increase in cxpenses was due to depreciation
expense on the ncw addition (up $187 thousend) and increased payrell costs.

The County’s Funds .

The fund financial statements provide detailed information ghout the most significant funds, not the County as a
whole, The County Board of Commissioners creates funds to help manage money for specific purposes as well
as to show accountability for certain activities, such as special property tax millapes. The County's Major

Govermnmental Funds for 2008 include the General Fund, the Revenue Sharing Rescrve Fund, and the Scnior
Center Debt Service Fund.

The General Fund pays for most of the County’s governmental services. The most significant are public safety,
general government, judicial, and employee benefits, which incurred expenditures of approximately $3.8
million, $2.1 million, $1.9 million, and $1.4 million, respectively. Some of these services are partially
suppotted by Stale and Federal grants, with the remaining cost funded by general revenue sources of the
Greneral Fund.

The Revenue Sharing Reserve Fund is used to account for the accelerated property tax collections which
repluced State Revenue Sharing beginning in the year 2005, During 2008, no further transfers were made into
the fund, and $866,216 was (ransferred out to the General Fund (representing what would have been received in
state Revenue Shaning). The remaining balance in the fund at Pocember 31, 2008, was $1,754,948.

The. Senior Center Deht Service Fund was used to account for principal and interest payments on the 2005
Senior Center Bond Issue. Leasce payments received from the Senior Center cover these bond payvments.

Major Proprietary Funds for the vear include the Medical Care Facility Fund and the 2007 Delinquent Tax
Revalving Fund. .

“General Fund Budgetary Highlights

The stroggling local and State economy had a major impact on the 2008 actual financial results as compared to
the budget. A growth rate ol 4% for the taxable value of property was budgeted, but growth was only 2.3%.
Service fee revenue was less than budpeted dne 1o decreaged court fees, real estate transfer tax, and various
document recording fees. Despite the abscnce of State Revenue Sharing, there is still a fairly significant
amount of funding from the State of Michigan (court equity payment, road patrol grants, ete.); however, much
of this funding was reduced as a result of the State’s financial problems, On the expenditure side, there was an
unanticipated additional $100,000 principal payment on the Courthouse Flevator debt service,

Over the course of the year, the Board of Commissioners amended the budget to fake into account wnexpected

events during the year. Aside from the additional Courthouse Elevator payment, these amendments were fairly
minor.



COUNTY OF HILLSDALE
MANAGEMENT"S DISCUSSION AND ANALYSIS

Capital Asset and Debt Adminjstration

At the end of the fiscal year 2008, the County had approxlmdtely $16,713,399 (net of deprecistion) invested in a
broad range of capital assets, including land, buildings, vehicles, cqmpment etc. Details of the County’s capital
assets are contained in the notes to the financial statements, Maj or increases for the year included the remainder
of the Medical Care Facility addition and the Courthouse Elevator (both completed in the sprmg of 2008) along
with the $762,000 in energy conservation improvements at the Sheriff’s Department. A major decrease was the
transfor of the “Broad Street Market property” back to the City of Hillsdale.,

The County continues to pay down debt obligations rclated to capital investments, although there was $762,000
in new debt added during 2008 for cnergy clficient improvements to the Sheriff’s building, At December 31,
2008, debt relaied to capital assets of governmental activities totaled $4,553,864. Debt related to busincss-type
activities totaled $13,760,000, most of which relates to the Medical Care Facility.

Economic Factors and Next Year’s Budgets and Rates

Obviously, the local and state economy continues to be a coneern.  The 2009 and 2010 budget projects a nct
zero growth in property value, This figure would be even worse if nat for the stability of agricultural land (25%
of the County’s tax base). It is anticipated that State funding sources will continue to decrease until such time
as the economy can make a recovery.

On a positive note, the savings fram health insurance changes will continue as more employee groups are added
to the HRA plan. The Medical Care Facility has received approval from the State of Michigan to construct a
10-bed “small house™ - - a sepurate self-contained care facility on campus for residents with lcss acute medical
needs. This project will create jobs, help fill the need for skilled mursing carc in the county, and will strengthen
the financial position of the Medical Care Facility.

Caontacting the County’s Management
This financial report iz intended to provide our citizens, taxpayers, customers and investars with a general
averview of the County’s financcs and 10 show the County’s accountability for the money it receives. If you

have questions about this report or need additional information, we welcome you to contact the County
Treasurer’s office at 29 North Howell Streel, Hillsdale.

Separately-issucd audit reports of the Hillsdale County Road Commission and Medical Care Facility,
component units of the County, can be obtained from their respective offices or the County Clerk’s Office.

- Vil -
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COUNTY OF IMLLSDALE, MICHIGAN

Assets
Cash and cash equivalents
Regeivablos, net
Prepaid itema and other assels
Cupital agsetz not being depreciated
Capital assots boing depreciated, net

Total assels

Liabflides

Accounts payable and acerued axpenses
Uneamed revenue
Long-term liabilities:

Due within one year |

Due in morz than ons year

Total liybiliiey
Net assets

Invested in capital assets, net of related debt
Restricted Tor:

Tebt service

Endowments and trusty

Other purposes
Unrestricted

Total net assets

Statement of Net Asscts
December 31, 2008

rimary Guoveriment

Crovernmemtal Buslnesv-typo ) Catnypanent
Activitias Activites Tolal [nits
P O37153% % 2,893,130 § 6608520 0§ 720,107
5489518 6,142,007 11,631,525 1,049 064
123,022 123,922 701 578
130,003 140,540 270,543 4,876,645
4. R20.670 11,622,186 16442 B56 25,080,467
$ 14,1553581 $ 20,921,785 ¥ 35077366 £ 32456861
b 551,385 0§ 1430936 ¢ 1,988,321 b3 871,832
2,064,967 811,898 3,476,865
314,380 2,635,000 2,049 889 19,367
4,238,975 11,125,000 15,363,975 357,963
7,770,216 16,008,834 23,779,050 1,258,162
2,610,843 2,382,726 4,893,569 25,966,112
470 470
3,514 1314
1,229,722 424,440 1,653,602
2,541,516 2,105,785 4,647,301 1,211,587
4,385,365 4,912,951 11,298 316 31,177,609
§ 14155581 § 20021785 % 35077,366 § 32436861

The accompanying niotes are an integral part of these financizal statements.
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COUNTY OF MILLSDALE, MICHIGAN

Statement of Acdvilics
Far the Year Ended December 31, 2008

Program Revenues
Operating
Charpes Grants and Net (Expense)
Functions/V'ragrams Fxpenses for Services  Canmvihutions  Coutributions Revenue
Primary guvernment
Cipverrmental activities:
Legislative % 133403 8 (138,403)
Judicial 1,926,230 591,362 U462 200 (370,109}
Genem] goyenmment 2,251 406 753,678 218,510 [1.274,308)
Public safety 4,402,225 679,807 297825 (3,424,503
Publie warks 21,09 {21,29%)
Health wnd welfuce 3,267,800 331,561 459,503 {1,975,826)
Regrestion and cultural RA 952 34,027 {51,925)
Othar povernmenta) sctivitics 2,005,518 5,624 155 (2,035,756)
Ioierest on long-terrn deht [78.230 (178,220)
Total governmental aclivities 14,357,300 2403149 1.438.802 {5.525,349)
l3usiness - type activities:
Medical Care Fasility 14,712,482 11,507,140 2,122,490 {32,393)
Dl iﬁq uenl lux collectona/for(eiiurey L 801,843 580,607
LEmergency sorvices 781,524 748,354 63,546 3370
Lieagraphic infonnation services 27,102 itli 7.4978 {18.90:)
Board of Puhlic Works 286,205 2 286,205 o2
Tatal busineas aztivitics 16,018,522 13,057 615 1.480,158 519,253
‘T'otal primary povernment 2 30,285,829 & 15,460,764 5,918,871 (9,006,0%4)
Component undi=
Covnty Diainx 2 443 165 % 140,002 316,849 (3,314}
Countly Paowls 7,565 937 1,665,070 3,085 406 Bd, 339
Total componant units 3 8.023,102 5 1,505,072 6,302,255 79,225

The aceompunying notes are an mtegral part of these financial statements.
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COUNTY OF HIL.LSDALE, MICHIGAN
Statement of Activitdes (Concinded)
For the Year Ended December 31, 2008

Primury Government

Governmentsl  Rusiness-type Compuneut
Functions/Froprams Activities Activities Tatal Units
Chanjgee in net paseiy
Mat (mwpense) ravenus % (9,525,344} 4 519,255 % (3,008,090 b 7%,225
Clamiral cayinyes: -
Property taxcs 1616477 7616477
Uuresticted inveshiment eamings 402 491 402,401 47,537
Trunslers: inlermnal welivilies 655,43] (655431) v
Total generul Tevenues .
and transfers 2,674,354 {A55,471) 8.048.968 : 47537
Special Liem: conkribiion of land and
buiiding to locul unit of gavernment {552,000 {552,000
Cﬁang: in oet aysels {1,402,350) {136,L76) (1,539,1263 126,762
Net ussets, beginning of year 7,788,315 5,049,127 12,837,442 31,050,937
et wssets, end of year b3 6,285,365 b 4,912,951 3 11,298,216 5 31,177,644
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ARSEIS
Cash and eash equivatenis
Taxes pacxivable
Aceounts vacaivalle
Dye from nther poverunents

Advynee ta camponent voit
Inisrest receivoble

LIARILITIES
Acgounts payable
Acerued axp&ndilur:s
Due o other guvernnsns
Deferrad revenve

Tutnl linbillties

FUND BALANCES
Regaraad fur advences
Leserved tar family counseling
Unrsserved:
Updzsignaded (deficit)

Undesignited, reporied in nomoajor:

Spegitl revenue funds
[aebt service fnds
Cupitu] projecis funds
Fermanent funds

Total tund balences

COUNTY OF HITLSDALL, MICHIGAN

Balance Shect
Governmentnl Funds
December 31, 2008
Scolor
Revenue Cenrer
Shuring Dbt Noumajor
Genersl Rreserve Scrvice Funds Totals

£79,795 & 1,749,750 20 & 1,211,073 3,540,598

1,088,008 1,818,629 26,637

$E2 1,214,000 48 1,910,910

116,872 136,495 253 407

357,468 357,968

55,321 5,158 17 60,536

2,208,926 £ 1,754,948 1,905,980 5 3,166,262 2130108

1121 & 3 35,837 287054

131,194 14,418 143,012

33,000 55,000

840,258 1,410,000 1,824,709 4,574 967

1,1Y8,671 - 1,214,000 1,958,962 5,065,633

157,568 357,968

23,706

718,581 1,754,948 (=0 2,473,509

TI5.655 775.455

470 170

420 84l 429 461

dhidl4 3,314

1,194,255 1,754,944 {20 1,209,300 4064483
2498, 006 g 1,754,948 1,509,530 3 3,166,262 9.130.116=

The accompanying notes ars an integral part of these financial statements.
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COUNTY OF HILLSDALE, MICHIGAN
Reconeilialion of Fund Balances on the Balanee Sheet
Tor Governmental Funds to Net Assets
of Gavernmental Activities on the Statement of Net Assets
December 31, 2008

Fund balances - towml governmeanta! funds g 4,064 483

Amounts reported for goveramental acrivitiag in the statement of net assots are diftersnt
because:

Capital asscts used in governmental activities are not finaneial resourees, and therefors

not reported in the funds,
Add: capita) ngeets not being depreciated 130,003
Add: capital assets heing deprectaled, net 4,820,670

Bocause the focus of povemnmental funds is on shart-term financing, some
asgets will not be pvailahle to pay for eurrent-period expenditures. Those assets, such ag
cerlain reccivables, are nffzet by deferred revenoe in the governmental funds,
Add: deferred loans receivable ' 1,910,000

Internal serviee fundg are used by manngement to charie the costs of certain activities,
such as insurance, o individual funds. The assets and labilities of the intemal service
fund are included in governmental activities in the statement of net assets.,
Add: net assety of governmenial sctivities accounted for in the internal servies fund 56,034
Certain Liabilities, such as bonds puyable, are not due and payable in the eurrent perjod,
and thercfors are nat raported in the funds.

Subtract: bonds, notes, and leascs payable ) (4,249,830)

Subract: compensated absences (304,034)

Subract: accrucd interest on long-lerm liabilitics {41,961}
Net wuyets of govermmental activities 5 6,385,305

The ansompeamying notes arc an integral part of these financial stalements,

-4 -



COUNTY OF HILLSDALFE, MICHIGAN

statement of Revenue, Expendimres and Chunges in Fund Balances

Covernmental Funds
For the Year Ended Docember 31, 2008

Senlor
Revenue Cenier
Sharing Dchi Nonmajer
(xonaral Besvrve Sarvice Funds Tolals
Revenue
Taxes and special ssgessmants L] 6445300 % § 3 1,LIM177 % 7,616,477
Intergovernmental 1,286,293 731,375 2,007,670
Liceoses and peunite ¥3,793 83,794
Conlnbutions 180,442 160,982
Fineca amxl fosfeits 183,697 24,744 308 441
Charges for services 248,734 300,682 1,239,418
Reimbyursements and refunds 501,630 66,062 567,692
Interest ond rentals 572,032 27,797 31,208 631,057
Other 1avenus 315,406 314,408
Toul Tevenve 10,021,486 27,797 160,482 2,730,654 12,540,919
Elpcnd*iturm
Lagislyive 138,403 138,403
Judicial . 1,955,708 12,928 1,868,447
Gepéral Quvgrnment 2,082,416 1,097 235 3,179,451
Public galsty 3,764,853 506,363 4,361,315
Publie works 2,260 21,299
Health and welfarz 478,812 2,813,684 3,292,490
Rooreatian and cultoml 15,942 85,952
[nher 1,907,085 1,507,045
Crpitnl outlay 295,313 295,233
Dbt serviee:
Principal RO, D00 325,600 405,000
Lnterest B1,115 04 472 175,587
Totsl expendinures 10,543,960 - 161,115 5.025,6%4 15,834,709
Revenue over (under) expendinyes {022,474 27797 (133) {2,294 980) {2,889, 790%
Other financing sources {uses)
Proceeds fom Issuance of debt 40,324 762,000 #5274
Transfers in 1,543,400 1,212,309 2,755,008
Traosters {out) 1,253,002} (866,21 6Y 2,119,378)
"Total other financing, aources {uses) 30,0662 {BGHZLH) - 1,974,305 1,488,755
‘Net chunge in flind balancue (241,212) (M38410) {133) (320,671) {1,401,035)
Fund balances, beginning of year 1,342,067 1,593,367 113 1,529,871 5,465,518
Fond balances, ¢nd of year ¥ 1,100,255 $ 1,754,948 5 (20 s 1,209 300 b 4,064,483

The aceompanying notes are an integral part of these financizl statements.
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COUNTY OF HILLSDALE, MICHIGAN
Reconclliation of the Statement of Revenue, Expenditures
#nd Changes in Fund Balanices
af Governmentsl Funds to the Statement of Activities
Yor the Year Ended December 31, 2008

Met change in fund balances - total governmental funds § (1401035
Amounts reported for governmental activities in the statement of activities are different because:

Govemmental finds report capita) ouflays as expenditures. Llowever, in the statement of

aetivities, the cost of those assets is allocated over their sslimaled useful lives and reported as

depreciation expense,
Add: capital assets being depreciated, net 1,189,937
Subtract: depreciation expense (240.471)

‘Yhe disposdl of cupital asscts in excass of praceeds received represent losscs that are not
reported in Lhe fund statements as an expendinire, bl is reporied in the statement of activities
as a lass. :

Subtract: losses on the disposal of capital assets (565,442)

The receipt of a long-term receivable represents revenus in the fund financial statements, but is
reported as a reduction of the receivzble in the statement of activities.
Subtract: payments received on deferred lang-term receivables (£0,000)

Bond proceeds provide current financial resoutess to governmental funds, but issuing debt
incresses long-term liabilities in the statement ol net as¢cte. Repayment of bond principal is an
expenditure in the governmental funds, bul the repayment reduces long-term labilities.

Subtract: capital lease and installment purchase procceds {852,224)
Add: principal payments on bonds 185,000
Add: principal paymentz on capital leases 72,542
Add: principal payments on notes 1,235
Add: principal payments on other ingtallment contracts 220,000

Some expenses reported in the statement of activitics do not require the use of eurrent financial
tesources and therefare are not reported as expenditures in governmental funds.
Subtract: increase in accryed interest on bonds (2,653)

Add: decrease in the uocrual of compensated absences 43,310

Internal scrvice finds are used by management 1o charge the costs of certain activities, such as
insurance, to individual finds, The net rovenue (expense) of the inrernal service fund is
reported with governmental actvitics:

Add: o2t operating incomes from governmenta] acrivities accounted for in the intsrnal serviee fund 26,873

Change in net assets uf governmental activitics i (1L402,550)

The aecompanying notes are an integral part of these financial statements.
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COUNTY OF IILLSDALE, MICHIGAN
Statement of Revenue, Expenditres and Changes in Fund Balanee
Budget and Aciual
General Ennd
For the Year Ended December 31, 2008

Actual over
Original Final {under) Final
Budget Budget Actual Budpat
Revenue
Property Taxes 5 6630400 % 6560400 § 545300 % {215,100
Intergovernnicntal 1,583 887 1,583,887 1,284,295 1297590
}.icenses and permits £4,440 84,400 . B3,798 {&12)
Fines and forlits 395,200 399,200 23,697 t115,503)
Churyes for acrvices 1,006,250 1,006,350 H48,734 {157,518}
Interest and rentuls ' 452, i 13,654 572,032 53 36k
Beimbursements and rofuda 505,539 05,539 301,630 {3,903
‘lotal ravenus 11}, 672,340 ' 14,753,340 HHGEL 456 {73L.854)
Lxpenditares
Legistative 137,720 139,230 138,403 (827
Juditinl 2,006,219 2012219 1,235,764 {56,450}
General govemment 2,138,574 2,145,074 2,082 418 (62,65R)
Public safery 3,743,829 3,764,829 3,764,933 124
Public worka 23,060 13,056 11,7294 (L7607)
Health and welfare 4849 341 492884 474,812 {14,044}
Other 2,453,202 2,464 502 1,807,086 [357.816)
Cepital outluy 189,165 219,165 295,223 76,058
Total expendinres 11,181,128 11,261,341 10,643,961 (617,330}
Revenues (under) expandimras (508,785) (508,001} {622,475) {114 474)
Other fioauclug sources (nyes)
Procesds feom cipital louzes 90,324 o324
Tiensher i 1,467,216 1,575,316 1,343,400 {31,546)
Tranafer (auf) {058,470 (1,067,070} {L,257,061) (185,581)
Tuowl uther finangityg sources (uses) 508,746 508,27 380,663 [127,613)
Met chanpe in [ind halancas 275 {241,812} (242,087)
Fund balanee, beginning of year 1,342,067 1,342 057 1,342,067
IFund balance, ¢md of year H 1,342,067 ¥ 1,542,343 5 1,100,255 % (242,08 7)
—un

The accompanying notes are 2n intepral part of these fnuncial stulements,
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COUNTY OF HILLSDALE, MICITIGAN
Statement of Revenue, Expenditures and Changes in Fund Balunce
Budspet and Actual
Revenue Sharing Reserye Fuand
For the Year Ended December 31, 2008

Actual aver
Original Final (onder) Fingl
Budpet Budget Actual Budyet
Revenpe .
Interest revenue ¥ 0000 0§ 30,000 g 27,797 3 {2,208
0,000 30,000 217,797 (2,20%)
Expendltures
General povemment - - - -
Rewvenuc over [under) capendijures 30,004 0,000 17,797 (2,203)
Orthey Moanclig sources (uses)
Trensfers (out) (866,216) (865,216) (865.216) -
et changes in fund bulances (876,216) (235218) (B38,419) (2,201)
TFund belances, beginning of year 2,553,367 2 553,367 2,343,367
Fund balnoees, end of year b 1,757,151 4 1,737,151 3 1,754,844 % {2,203)

The accompanying notes are an integral part of theze financial stalemeants,
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COTNTY OF HILLSDALL, MICHICGAN

Statement of Net Assels
Proprictary Funds
December 31, 2008
Intermul
Enturprise Fumds Service
20U
Medicdl Cyre Deling ue nt Momnajor Sell’
linglllty Taz Revalving Fundy ‘Futals Insursice
Asseds
Cument ansels:
Castewnd cush eyuivulenly 3 1,074 430 £ LEL A B 1 BE1,5258 2,885,130 % 74,792
Tuxes recoivable 811,898 1,491,542 355,875 2AEY515
Acgounts Teeeivable . 1,499,064 140,655 1,839,712
Intoreat reeeivakls 42,713 42,773
Curent perlion of lenes weeivoble 240,000 240,000
Ohher usucts 113,988 3,147 117,735
Total cnieant astes 3,699,140 2,428,714 L &6, 778 7,792, 872 T 702
Nonourent ussets:
Leases receivable, net oF eurrent portivn 1,360,000 1,360,000
Oiher arscts 6,187 6,187
Cupital 23348 not being depreciated - 43,143 95,377 140,540
Capitol usseds heing depreelated, nut 11,612,322 9,664 11,621,186
Tolbal noneurni gsses . 11,663,672 - 1,465,241 13,126,913 .
% 18363052 % 2428714 & 3,130,01% 205921785 & Td, 792
Liahillties
Current Fabilitiog;
Accounts. puyable % 194918 % 5 74,188 462,106 % 18,758
Accrued liabities 48,755 19,075 967,830
Uneamed revenuo 811,398 211,898
Curment portion of losg-tenn delil 415,000 1,500,004} TH,000 2,635, (K0
Tarml eurvent liahilities 250,571 1,300,000 811.263 4,883,834 18,758
Long-term linbilities:
Dt in rwdie than one yeor £965, 000 200,000 1,360,000 11,125,000 -
Tortal Linhdlities 11,535,371 21,300,000 2173263 16,008,334 13,758
MNel assets
Invested in cnPII.u‘J HEarts, X
net of relnted debd YR 105,241 2,382,714
Resiricted by glatule 424,440 424, 440
Unresirictsd 1,549,096 175,714 427,075 2,105,785 56,004
T'inal net assels 3,827,441 128,714 Q36,756 4,012,951 56034
5 15363,052 % 2428714 § 3.130,01% 20,021,785 % 74,792

The accompanying notes are an integral part of these fimaocial statements.
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Operaling revenue

Churges for servicos

Refunds end reimburssments

Conaibubions
(nher operating revenue

Totd nperating revenuc
Operating exponge
Dcprcuiutipn LxprOse
o5t af services

Tolal operating expense

Crpecating income {lasy)

Nonoperating rovenue (expense)

Tropgrty Inx revenue
Jivrecesr and rantals
Imiecest nod ax penos

Tatol nonoperating revenue

Tneome before ronafers
‘Transfers In {put)
"I'ransfers in
‘Vranglees (out}
Total Lrans{cry
Chinge {n o#l wseets
Net wssets, hepinning of year

Mt pasuty, eod oF year

COUNTY OF HIL1.8DALE, MICBIGAN
Etatement of Revenue, Iixpenacs
and Changes in Fund Net Assets
Proprictary Funds
For the Yoar Ended December 31, 2008

Interned
Enterprise Fundy Horvice
2007
Wedical Curo Diallnyguent Monmujor LE
Hoeility Tz Revolving Tunds Totuls Inturance
11,476,917 % 90622 % 1,090,030 12,657,560 %
{3,346 63,546
530,79] 330,791
1,773,264 A d 2,082,760 24 R87
13,780,972 Ly,622 1,403,072 15,334,568 24 487
478,242 15,124 403,366
13,8359 685 17,387 1,152,040 15,005,312 17,4014
14,317,927 17,587 1,167,164 15,502,678 17,014
(334,955) 73,035 295,908 {16%,012) 7873
818,385 F18, 385
0,231 38,310 266,191 384,733
{104,555) (32,631) {B8.665) [315,851)
454,062 35,678 177,526 GR7,267 -
(E2,293) 128,714 AT3.434 519,255 7,873
11,753 Z1,753 19,000
[G77,184) (677,184)
- - (555,431) (653,431} 19,000
{32,893) 128,714 (18L,397) (136,175) 26,873
3910531 - 1,138,753 53,049,127 29,161
3,877 48] % 128,714 b 956,756 4,212,551 3 3a.034

The aceqmpanying notes are an integral part of these financial statements.
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COUNTY OF MIT1L.SDALE, MICAIGAN
Statement of Cash Flows
Proprietary Funds
For the Yeur Ended December 31, 2008

Intorngl

Eoicrprisc Funds Scrvice
2iy7
Medlesl Care Die I wente Nonmajor Sclil
Facllily Tax Rayalylng Fruds Tatals Insurance
Cash flows MNeom operuting setivities
(agh recoived from custamers 8 11,033,037 b 2,390,622 ] 2,108,651 3 15,932,910 g 24,887
Cash received from (uslity Assurunce 1,728,305 1,726,305
Supplement .
{her npeeniiog recsipts 530,791 330,791
(ush payments 1o supplisrs and employees .
for goods and services (14,705,624} {3,808.529) (26,9773 {19,476,130) {20,96%)
Net vush provided by {used in) opurating
pekivitley {1,414,8°1) {1,418, 417 1,147,674 ¢l,656,124) 3,018
Cash fiaws (ron: noseapltal finunckng
activitles
Proparty tax sevenpe B1#,3R5 818,385 -
Praceeda fioto 1ga ootes 3,200,000 3,200,000
Tux notes redasted 1900,000} {500,000}
Transfers in 21,753 21,753 19,000
Trunsfers (out) {677,184) (E77,184) -
Met cash provided (used) by now-cagpifyl
financing activities R1B.385 2 300,40 {535 431) 2.462,954 14,000
Carsh flows from caphisl dod relyled
finsncing actlvithesz
Purchose of aaital adecls (2,16%,508) {(31,640) (2,201,545}
Interest payinnis {394,555y (32,631 {1 443700 {372,035}
Prinzipal payineutiz {390,000} (1,930,000 {2,320,000)
Proceeds from long-terw debl -
Met cosh provided (usead) by capital and
related financing act vliics (2954,163) {32,631) (2,106,510) {3,092, 504) -
Cash flowa from Investing activitdes
Intersst and rental carmings 88,412 §E.310 268,874 445 5546
Amounts collected oa leases receivable 286,205 286,205
Net enah provided by Inveating netivities RE.412 82,310 55507 731,801 -
Net inerepse (deercuse) i cosh nad
cagh equivalenty (3,462,5473 935,772 (1,039,188} {3,584.973) 27018
Cosh and coall cquivalemy, beginning of year 4,534,987 Lo 116 6,478,103 51,474
Cash and eagh eyuivalents, eod of year 5 1,074,430 % pasyIz % 31,528 % 2,893,130 % 74,792

The a¢sompanying notes are an mtegral part of these financial stalements.
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Cosh flaws frum opecating acilvities

Cperating, income (Joss)

Adjustmerts to recotede operyling loeone
(loas) to wel cash provided by (used in)
apcruting activities.

Iepreciation

{Increasc) decrease in:
Taxcy receivabla
Accounis receivabla
Other assets

LnéTease (decicase) in:
Agcounls payeble
Accrued exponscy

Met cash provided by (used in)
apesling wlivities

Mom-cash transactdous

COUNTY OF HILLSDALE, MICHIGAN
Statement of Cash Flows
Praprietary Funds (Concluded)

For the Year Ended December 31, 2008

Turermal
Hervioe
2007
Muediesl Care Dellaguent Nonmajor Sell
Fucility Tux Revolving Tumds Tatuly Losorance
§ {536.935) $ 73,035 3 255 508 {lag, 0y 3 7.873
478 242 15,124 193 366
1,073,436 1,073,835
(34,513) (1,491,047 {142,052) (2,018,807)
{111,513) {111,513)
(1,082,820) (95,142 (1,177,971} (3,953)
22,077 223,077
5 (1,414,801} 3% (418007 § 1147674 § (1,686,124) £ 3,918

There were no non-coab transuctions during the Guseal year,

The accompanying notes are an integral part of these financial slatements,
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Assets
Cash and cash equivalents

Iiabilities
Diue 1o other povernments
Undistributed receipts

‘Total liabililies

COUNTY OF HILLSDALR, MICHIGAN
Statement of Fidueiary Net Assets
Fiduclary Funds
December 31, 2008

Agengy
Funds

g

£10,324

198,005
612,219

$

310,224

The accompanying notes are an integral pari of these financial siatements.
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COUNTY OF HILLSDALE, MICIHGAN
Comblned Statement of Net Assets
Component Units
December 31, 2008

Drain Raoad
Commission Commission Total
Agsels
Cash and cash equivalents £ 473814 B 246,203 b3 720,107
Special assessments receivable 264,827 264,827
Receivables, net 704,237 784,237
Prepaid items and other asscts 701,578 701,578
Capital assets: -
Cupital assets not being depreciated 4,876,645 - 4.876,645
Capital assets boing depreciated, net 771,453 24,318,014 25,089 467
Toilal assels ¥ 1,510,004 3 30.926,767 3 32436461
Liabilities
Accounrs payable and accrued expenses : 5 i 326,333 3 326,333
Advances from the state 157,531 187,551
Advances from primary government 357,968 357,968
Long-term labilities:
e within one year 19,367 19,367
Due in more thun one year 367,963 367,963
Tatal liahilities 357,968 901,194 1,258,162
Net agsets
Tmvested in capital assets, net of related deht 771,453 28,194 659 29,966,112
Iinrestricted 380,673 330,914 1,211 587
Tatal net agscts 1,152,126 30,025,573 31,177,695

Lol

1,510,004  § 30926767 5 32436861

The accompmlyin £ noles ure an intepral part of these finanecial statements,
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COUNTY OF HILLSDALE, MICHIGAN
Combined Statement of Activities
Component Units

Decemaber 31, 2008
Drain Rand
Commission Commission Total
Exptises
Coutity Drains ¥ 402,105 3 ¥ 462,165
County Roads 7,565,037 7,365,937
Total expenscs 462,165 7,545,037 5,028,102
Prl)gram revelues
Charges [or services 140,002 1,605,070 1,805,072
Opcrating grants and eantributions 316,849 5,985,406 6,302,255
Total program revénucs 456,851 7,650,476 ¥,107,327
Net revenue (expense) (5,514) 84,539 70,225
General revenyes
Unrestricted investment earnings 13,074 34 463 47,537
Change in net assats 7,760 115,002 126,762
Net assets, beginning of year 1,144,366 20906 571 31,050,037
Met assets, end of year $ 1152126 5 30,025,573 % 31,177,699

The secompanying notes are an integral parl of these [nancial statsments.
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COUNTY OF IIILLSDALE, MICHIGAN

Notes to the Financial Statements

SUMMARY OQF SIGNIFICANT ACCOUNTING POLICIES

The financial staternents of the County have been prepared in conformity with generally
accepted Accounting principles ((GAAT) as applied to govemiment units. The Gevernmental
Accounting Standards Board (GASB) 1= the aceuepted standard-getling body for establishing
governmental accounting and financial reporting principles. The more significant of the
County’s accounting policics are described helow,

A. Reporting entity

As required by generally accepted acenunting principles, these financial statements present
the government and its component units, entities for which the government is considered
to be financially accountable. Blended component units, although legally separate entities,
are, in substance, part of the government’s operations and so data from these units are
combined with data of the primary government, Discretely presented compenent units, on
the other hand, are reported in a separate cohuen in the government-wide finaneial
statements to etnphusize that they are legally separate from the govemument,

Blended Component Units

A blended component unit is a legally scparaie entity from the Jocal povermmental unit,
but is so intetwined with the Unit that it is, in substance, the sume as the local
governmental unit. Tt is reported as part of the local govermmenta! unit and blended into
ihe sppropriated fund types, '

Hillsdale County Medical Care Tacility

The Hilladale County Medical Care Facility provides skilled long-term care fo
residents of the County and 1% not considered legally separate from the County;
therefore, it has been inchided in the County’s basic financial statements as an
Enterprise Fund. The complete financial atatements may be obtained by contacting:

Hillsdale County Medical Care Facility
140 W. Mechanic Streol

Hillsdale, MI 49242

(517) 4399341
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COUNTY OF HILLSDALE, MICHIGAN

Noies to the Financial Statements

Building Authgrity

The Hillsdale County Building Authorily is governed by a five-member board
appeinled by the Hillsdale County Board of Commissioners. Although it is legally
separate from Hillsdale County, the Building Anthority is reported as if it were part of
the primary government because its sole purposc is to finance #nd construct the
County's public byildings.

Department of Public Works

Pursuant to Act 185 of 1957 (MCL 123,732, as amended) the County entered into a
program aof waler supply and sanitary sewer facility construction. The Department of
Public Warks is under the peneral contral of the County Board of Commissioners and
under the immediate contral of a Baard of Public Works which includes the County
Drain Commissioner. The Board of Public Works is considered an agency of the
County. The Board manapes water supply and sanitary scwer system construction
projects that are bonded by the County. Bonds issued are authorized by an ordinance

or a resolution approved by the Board of Iublic Works and adopted by the County
Boeard of Commissioners.

Diseretely Presented Component Unita

The following component units are reporied within the “component units” column in the
govemment-wide fmancial statements. The discretely presented componont unit is an entity
that is legally separate fram Hillsdale County, but for which the County is financially
aceolntable, or its relationship with the County is such that exclusion wonld cauge. the.
. County’s financial statements to be misieading or incomplete.

Hilladale County Road Commission

The County Road Cormmission, which is established pursuant to the County Road Law
(MCL 224.1), is governed by an elected three-member Board of Couaty Road
Commissioners, The Road Commission may not issue debt or levy a tax without the
approval of the Covnty Board of Commissioners. I approval is granted, Road
Commission taxes are levied under the taxing authority of the County, as approved by the
County clectors, and wuould be jncluded as a part of the County total tax levy as well as
reporied in the C,ounty Foad Fund.

The Hillsdale County Road Commission has a separately-issued audit report. Complete
financial statements of the component unit can be obtained from its respective office or
from the Clerk’s Office:
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COUNTY OF HILLSDALE, MICHIGAN

Notes to the Financial Statements

Hillsdale County Road Commission
1919 Hudson Road
IMillsdale, Michigan 49242

Hillsdale Covpty Dirain Commission

Each of the drainage districts cstablished pursnant to the Prain Code of 1956 are separate
legal entities, with the power to contract, to sue and be sued, 10 hold, manage and dispose
of real and personzl prperty, ete. The staiulory deainage board of Chapter 20 (MCL
280.461 ct seq.) drainage districts consists of the drain commissioners, the chairpersen of
the county board of commissioners, and one other member of the board of commissioncrs.
The statutory drainage board of Chapter 5 (MCL 280.101 et scq.) and Chapter 6 (MCL
280.121 et seq,) drainage disiricts consists of the State Direetor of Agriculivre and the
drain commissioners of each county mwvolved in the project. The county drain
comimnissioner has sole responsibility to administer the druinsge district cstablished
pursuant to Chapter 3 (MCL 280.51 et seq.) and Chapter 4 (MCL 280,71 et seq.) of the
Drain Code, The drainage board or druin compnissioners, on behalf of the drainage
district, may issue debf ame levy special assessments authorized by the Drain Code without
the: prior approval of the counly board of commissioners. The full faith and credit of the
County may be given for the debt of the drainape distriet. There is created for each project
petitioned for under the provisions of the Chapter 21 (MCT, 280,511 et scq.) drainage
disricts, an augmenied drainage beard to consist of the maombers of the drainage board
together with the chairman of the board of supervisors and the chairman of the board of
county anditors of each county involved. The statutory drainage board of Chapter 8 (MCI,
280,191 et seq.) drainage districta consists of the Drain Commissioner, the State Director
of Agrienlture, and the commissionors of cach county involved.

Related Organizations
LifeWays

Hillsdale County and Jackson County entered Into an agreement pursuant to Section 203
of Act 258 of 1974, as amended (MCL 330,1205), 10 create the Jackson-Hillsdale Mental
Health Awthority, which luter became known as “LifeWays™, T.ifeWays is a lepally
scparate organization established to provide mental heslib services to residents of the
counties,

It is governed by a iwclve (12) member board, including four (4) from Hillsdale County
and eight (8) from Jackson County. The County’s accountability does not extend beyond
this representation and making these appointments. The board may borrow money and
issue bonds pursuant to Scction 205 of Act 258 of 1974, as amended (MCI. 330.1205).
LifcWays inderonifies and holds harmiess the participating counties from all claims and
lighililies,
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Notes to the Financial Statements

Branch Llillsdale 8t. Joseph District 1 Health Department

Hillsdale County participates jointly with Branch and $t. Joseph Counties in the operation
of the Branch, TTillsdale, St. Joseph District 1 Health Department.  All of the financial
oparaticns of the Diatrict Health Department are recorded in the records of Branch
County. Ilis poverned by a seven (7) member board, two (2) from Hillsdale County, two
(2) froma Brarnch County, and three (3) from 8t Joseph County. The fumding formula
approved by the members of the county hoards of commissioners s based pro rata on each
county’s population, The current funding formula approved by the District Health Board
requites Hillsdale, Branch and St. Joseph Counties to provide 30.1, 29.6, and 40.3 percent,
respectively. Hillsdale County’s apprapriation to the Nistrict Health Department for the
calendar year ended December 31, 2008, was $296,067.

Government-wide and fund fiuancial statements

The govemment-wide financial stalements (e, the statement of net assets and the
statement of activitics) rcport information on all of the nonfiduciary activitics of the
primary government and its cotnponent writy, For the most part, the effect of interfund
activity hae bern ramoved from these statements.  Govermmental activities, which
normually are supported by taxes and tergavernmental revenues, are reported separaicly
from business-fype activities, which rely to a significant extent on fees and charges for
supporl. Likewise, the primary government is reported separztely from certain component
units for which the primary government is financially accouniable.

The statemnent of activitics dermomstrates the degres to which the direct expenses of a given
function or segrment are offset by program revenmes. Direet expensey are those that are
clearly identifiable with a specific fimetion or segmenl. Pregram 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) gmots and
confributions that gre restricted to meeting the operational or capital requirements of a
paricular function or segment. Taxes and other items not properly included among
program revenues are repurted instead as general revenues.

Separate financial s{alements are provided for governmental funds, proprctary funds, and
fiduciary funds, even though the latter are excluded from the povernment-wide financial
statenents. Major individual governmental futds and major individual enterprise funds
arc reported as separate columns in the fund Gnsncial staloments,
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MNotes to the Financial Statcments

. Measurcment focus, basis of accounting, and financial statement presentation

'The govemment-wide fmancial statements are reported using the economic resoupces
measurenent focus and the acorual basis af accounting, as sre the proprietary fund and
fiduciary turnd fivancial statements. Revenues are recorded when eamed and expenses are
recorded when a liability s mcured, regardless of the timing of related cash flows.
Propemy tixes are recognized as revenues in the year for which they arc levied, Grants
and similar items are recognized as revenuc a3 soon as all eligibility requirements impaosed
hy the provider have been met, Agency funds, a type of fiduciary find, are unlike all other
types of funds, reporting only assets and lahilities. Therefore, agency funds cannot be
said to have a measurement focus. They do, however, usc the acerual basis of accounting
to recognize receivahles and payables.

Govemmental fund financial statements are reported using the current financial resources
measurement focus and the modified ccorua! busiv of accounting.  Revenues arc
recognized as soon a5 hey are both measurable and available, Revenues are considered to
be availubie whey they are collectible within the current period or scon eniough theresfier
to pay liahilities of the current period.  For this purpose, the povernment considers
revenues 1o be available if they are collected within 60 days of the end of the eorrent fiscal
period or within one year for rembursement based grants,  Txpenditures generally are
recorded when a liability is incurred, as under scerual sceounting. However, debt service
expendriures, as well as expendinres related to compensated absences and claims and
judgrnents, are recorded only when payment is duc.

Property faxes, Slatc revenue, licenses, and interest associated with the cument fiscal
period are all considered to be susceptible to accrual and so have boch recognized as
revenues of the current fiscal period. Only the portion of special assessments receivable
due within the current fiscal period is considered to be susceptible to accrual as revenue of
the current period. All other revenue items are considered to be measurable and available
only when cash is received by the government,

The County repotts the following major gevermmental funds:
The general find 1s the government’s primary operating find. It accounts for all
tinancial resources of the general government, except those required fo be accounted

for in another fund.

The revenue sharing reserve fund accounts for accelerated properly tax cullections
which arc held for the replacement of future Stale shared revenues,

‘The Seniar Center debr service fund is used to aceount for financial resonrces 1o
service the dehit of the Senior Citizens Center,
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INotes to the Financial Statements

The County reports the: fullowing major proprietary funds:

The Medical Care Facility fimd is used o account for the operation of the Hillsdale
County Medical Care Fadilily. Finanemg is provided through charges for services,
Medicare and Mudicaid reimbursements, and general fund appropriations.

‘The 2007 delinguent tax vevolving fund accounts for the County’s annual purchase of
delinquent real property taxes from each of the lacal taxing units within the County,
and the ullimate eollection from the property owners of the delinguent taxes with
penalty and interest. The fund also accounts for the County’s issuance of debt (1o
provide cash flow for the purchase of the taxes) and for the resulting debt service
payments,

Additionally, the County reports the following fund types:

Special revenue funds acconnt for rovehue sources that arc legally restricted to
expenditure for specific purposcs (nat including major capital projects).

Debt service fiumds account for the servicing of general long-term debt not being
financed by prupriclary funds.

Capital projects fiunds arc used 10 account for financial resources to be used or the
gequisition or comstruction of major capital facilities (other than those financed by
propriciary and trust fands).

Fermanent fimds account for resourees that are legally restricted to the extent that only
earningiy, and not principal, may be used for purposes that support speeificd
govermment programs, including programs for a cemetery, the MCF, and a trust.

Enlerprise funds account for those operations that are financed and operated in a
manner similar to private business or where the County has decided that the
determination of revenues camed, costs incurred and/or net income is necessary for
manugement accountability.

The internal service fund accounts for operations that provide the awcounting for
workers’ compensatiun insumnce 1o other departments or agencies of the County on a
cost-reimbursement basis.

Agency fimds are custodial in neture and do not present results of operations or have a
measurernent focus.  Apency funds are accounted for using the acerml basis of
accounting, These funds arc used to aceoumt for assets that the government holds for
others in an agency capacity,
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COUNTY OF HILLSDALFE, MICHIGAN

Notes to the Financial Statements

Private-sector standards of accounting and financial reporting issued prior to December 1,
1989, generally are followed in both the government-wide and proprietary fund financial
statements 1o the extent that those standards do not canflict with or contradict guidance of
the Governmental Accounting Standards Board, Governments also have the opfion of
following subscquent private-sector guidance for their businesstype activitics and
cnicrprise fitnds, subject fo this same limitation. The government has elected not to follow
subsequent private-seotor pudance,

As a general nule the effect of interfind activity has been climinated from the government-
wide financial staterments. Exceplions to this geperal rule arc payments in ley of taxes
and various ather fimctions of the government, Elimination of these charges would distort
the direct costs and program revenues reported for the various functions concerned.

Proprietary funds distmguish operating revennes and expenses from non-operating items,
Opuraling revenues and expenses generslty result from providing services and producing
and delivering poods in connection with a proprietary fund’s principal ongoing operations.
The principal operating revenues of the enterprise funds and of the governent’s internal
service fumd arc charges to customers for wales and services. Operating expenses for
enterprise funds and imernal service funds include the cost of sales and services,
adrinisiralive expenses, and depreciation on capital assets. All revenues and expenses nut
meeting this definition are reported as non-operating revenues and ¢xpenses.

When both resmicted and umrestricted resources are available for use, it iz the
government’s poliey 1o use restricted resources fivst, then unrestnicted resources as they are
needed.

Assets, liabiiities and equity
1.  Deposits and investinents

The government’s cash and cash equivalents are considered to be cash on hand,
demand deposits and short-lenm investnients with original maturities of three months
ur Jess from the date of acquisition.

Investments are stated at fuir value, which is determined as follows: a) shori-iermn
investments arc reported at cost, which approximates fair value; b) seeurities traded on
a national or micrmational exchange are valued at the last eeported sales price at
current cxchange rates; ¢ investrents that do not have established market values are
reparted at estimated fair value; and d) cash deposits are reported at carrying amount,
which reasonably approximates fair value.
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Notes to the Financial Statements

2

3.

Statc statutes authorize the County to depnsit in the accounts of federally insurcd
banks, credit unions sod savings and loan associations and to invest in obligations of
the U.5. Treasury, ceriain commercial paper, repurchase apreements hanker’s
aceeptances, and mutual funds eomposed of otherwise legal investments,

Receivables and payables

Transactions between fonde that are representative of lending/borrowing
arrangements outstanding at the end: of the fiscal year are referred 10 a5 either “duc
io/from other funds” (i.e., the current portian of interfind loans) or “advances to/from
ather fimds” (i.e., the non-current portion of interfund loans). All other outsianding
balances between funds are reported as “due to/from other funds.” Any residual
balances outstanding between the governmental activities and business-type activilics
are reported in the government-wide financial statements as “intetnal balances.”

Advances between funds or component units are offset by a fund balance reserve
account in applicable governmental funds to indicalc they are not available for
appropriation and are 1ot expendabie available financial resources.

All trade and property tax reccivables arc shown net of an allowance for
uncollectinles, as applicable.

Inventories and prepaid itfems

Ceortair: payments to vendors teflect costs applicable to future accounting periods and
are recorded as prepaid items in both povernment-wide and fund finsmeial statements.

Capital assets

Capital assets, which include property, plant, equipment, and infrastructure assets
(¢.g., toads, bridges, sidewalks, and similar items), are reported in the applicable
governmentyl or business-type activities columns in the government-wide financial
stalernents, Capital asscts are defined by the povernment as asscls with an initial,
mdividual cest of more than $5,000 and an estimated useful life in excess of two
years. Such aszets are recorded at historical cost or estimated historical cost if
purchased or constructed.  Donated capital assets are recorded at estimated fair value
at the date of donation. Infrastructure for the Road Commission and Drain
Commission componcnl units has been capitalized back 1o 1980,

The: costs of normal maintenance and repairs that do not add to the value of the agset
or materially extend assets lives arc not capitalized.
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Notes to the Financial Statements

Major owtlays for capital assels and improvements arc capitalized as projects are
constructed.  Inmicrest incurred during the consiruction phase of capital asscts of
buginess-type activities, it any, is included as part of the capilalized valne of the assets
constructed. No such interest expense was incurred during the cucrent fiscal year.

Capital assets of lhe primary government are deprociated using the straight-line
method over the following cstimated useful lives;

Assels Yem
Buildings and irmprovements 10-50
Equiprment 10-25
Vehicles 5-10

Capital assets in the Road Commission discretely presented component unit are
depreciated az follows:

Useful Lives -
Methods . Years
Buildings and
hnprovements Straight-lime 40
Road equipment Sum of years-digjta 5-8
Onher equipment Struight-line 58
Infrastructure Staight-line 8-50

Capital assetz in the Drain Comrnission discretely presented component unit are
depreciated as follows:

Uscful Lives -
Methods Yenrs
Buildings Straight-ling 25
Equipment Straight-line 510
Infrastructure Straight-lime 50
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COUNTY OF HILLSDALE, MICHIGAN

Notes to the Financial Statements

3, Compensated absenves

In accordance with County pemonngl policics and/or contracts negotiated with the
various etnployee groups of the County, upon termination of employment, individuat
employees have vesied rights to receive payment or wnused vacation and sick leave
under formulas and conditions specificd in the respective personnel policics and/or
contracts.  Vacation pay that has matured, such as due employee resignations or
retircments, is reported as an cxpenditure and a fund liability of the governmental fimd
that will pay it for ermployees retining.

6. Long-term obligations

In the government-wide financial statements and proprictary fund types in the fund
financial statements, long-term debt and other long-term cbligations are reported as
liabilities in the applicable governmental activities, business-type activities, or
proprietary tind lype statement of net assets. Tond premioms and discounts, as well
as issuance costs, are deferred and amortized over the life of the bonds using (he
eflcotive interest method. Bonds payable are reported net of the applicable bond
premivm or discount.  Bond igsuance costs are reporied as deferred chargres apnd
amortized over the term of the related debt.

In the fund financial statements, governmental fund types recopnize bond premiums
and discounts, as well 25 bond izsuapee costs, during the current period. The face
amommt of cdebt dgsued iz reported as other financing sources. Premiums recaived on
debt issuances are reported as other fimancing sources while discounts on debt
issuances are reported as othor financing uses,  Issuance costs, whether or not
withbeld from the actnal debt proceeds received, arc rcported as debt service
expenditures.

7 Fund equity
In the fund financial statements, govemmental funds report reservations of fund
balance for amounts that are not available for sppropriation or are legally restricted by
outside parties for use for 4 specific purpose. Designations of fund balance represent
tentalive moanagement plans that are subjeet (o changc,

1L STEWARDSIIIP, COMPLIANCE AND ACCOUNTABILITY
A. Budgetary information
Antgal budgets are adopted on a basis eonsislent with generally accepted accounting

principles for the general and special revenue funds.  All anwual appropristions lapse at
yedr end.

-25-



COUNTY OF HILLSDALE, MICHIGAN
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The Finance Commitie: receives the preliminary budget eequests from departtnental heads
in Scptember. A proposed operating budget for the fiseal year beginning the illowing
January 1 15 submitted to the Board of Commisgioners in October, Public heanngs arc
conducted to obtain (axpayer comments, ‘The budpet is formally adopted by rasolution at
the December Board of Commissioners’ mecting, Any revisions to the budget must b
approved by the Board of Commissioners. Formal budgetary integration is employved as a
manggement control device for the Goeneral and Special Revenue Tumds. Budgeted

amounis are as originally adopted or as amended by the Board of Comnissioners during
the year. :

The legal level of budgetary conirol is the activity level for the General Fund and the
funetion level for the special revenue fands. The Board of Commissioners made several

supplemental budgetary appropriations during the year which were not considered
material.

Encombrance sccounting 15 not employed by the Couaty beeause it is presently considered
unnecessary to reasomnbly assure budgetary control.

Excess of expenditures yver appropriations

State slalutes provide that a local vnit shall not incur expenditurcs in excess of the amount

appropriated. The approved budgets of the County were adopted on an activity level for
the gencral fund and a functional level basis for the special revenue funds.

Expendiivres in excess of hudgeted amounts at the lepal level of control are disclosed in
the Statements of Revenues, Fxpenditures and Changres in Fund Batance — Budget and
Actual for the General Funed.

Fund deficit

At December 31, 2008, there is a deficit in the Drain Special Assessment fund of the Drain
Commissinn component unit in the amount of § 58,946, the Homeland Security fund in
the amount of § 22,789, the Soldiers and Sailors Relief fund in the amount of $2,000, and
the Senior Center Debt Service fund in the amount of § 20. The County plans to eliminate
these deficits by the collection of firure special asscssmenls and/or appropriations,

Departure from accounting standards

Counly of Hillsdale Medical Care Facility has not determined the cost of its posteetitament
medical benefits provided to eligible employees in accordance with accounting principles
generally accepted in the United States of Amenca, which requires the cost of those
employee postretirernent benefits to be recoygnized over the employees” respective service
periods and a liability to be recognized for the benefit oblipation. The offects of that
departure on the Onangia statcments are nat réasonably determinable.,
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110

DETAILFED NOTES ON ALL KUNDS

A, Deposits and investments

A reconciliation of cash and investrmetits as showo in the basic Gnancial staternents is as

llows:

Cash on hang b 6,300

Carrying amount of deposits 5,228,358

Carrying ameaunt of investments 2404193
£ 8138231

Primary Component Fiduciary
Government Tnits Funds Total
Cash und cash
Equivalents § 0608520 § 720,107 § B10224 3 8138851

The County chooses to disclose its investments by specific identification. As of year end,

the County had the following investraents.

Depusit/investment Maturity Fpir Value

Merrill Lynch Treasury Fund a ¥ 68,054
Momnarch Bank money markets n/a 1,061,880
Federal Home Loan Mtg, Corp 03/27/23 100,000
Federal Farm Cradit Bapk 04/09/18 199,750
Federal Nat. Mtg, Assn. 02/28/23 250,000
Federal Home Loan Mtg. Corp 12/05/22 150,000
Federal Home Loan Bank 05/05/20 100,000
Federal Home Loan Mtg. Corp Bond Q6/30/23 200,000
Federal Home Loan Mtg, Corp 01/30/23 197,500
Federal Home Loan Mitg. Corp Q7/15/13 200,000
Federal Nat. Mty Assn Q4717423 250,000
Federal Nat. Mtg, Assn 10/15/13 127.000

§ 2,904,193
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Investment and deposit risk

Interest Rate Risk, State law limits the alkswable mvestments and the malurtics of some
of the allowable imvestrments as identified in the list of authorized investments above. The
County’s investment maturities 23 2 means of managing ils exposite to fair valus Josscs
arising from increasing inferest. rates. The maturitics for cach investment are identified
gbove for investments held at yvear end.

Credit Risk. State law limits investments to specific govemment securities, certificates of
deposits and bank aceounts with qualified financial institutions, commercial paper with
specific maximum matinties and ratings when purchased, bankers acceptances of specific
financial institations, qualified mutual funds and qualified external investment pools as
identified in the list of authorized investments above. The County’s investment policy
does not have specific lunits in excess of state law on mvestment credit risk. The ratings
for cach investment arc identified above for investments held al year end,

Custodial Credit Risk — Deposits, Custodial credit risk is the risk that in the event of &
bank failure, the County's deposits may not be ritumed,  State law docs not require and
the County does not have a policy for deposit custodial credit risk. As of year cnd,
5147,367 of the County’s bank balance of' § 8,320,330 was expuscd to custodial eredit risk
because it was uninsured.

Custodial Credit Risk - Investments. For an investnent, custodial credlit tisk is the risk
that, in the event of the failure of the counterparty, the County will not be able to recover
the value of its investments or collaieral gecnrities that are in the possession of an outside
party. Stale law does not require a policy for investment custodial credit risk “Lhe
County’s investment policy limiis investrments to thoge types of securities aliowed by state
statutes as listed in Note | above and pre-qualifies the financial ingtitutions, broker/dealers,
intermediaries and advisors with which the Coumty does business in accordance with this
policy. None of the investments above are subject to custodial credit risk since they are
held in the name of the County.

Concentration of Credit Risk. State law Timits allowable investments but dous not Limit
concentration of credit risk as idenlificd in the list of authorized investments above. The
County’s inveylment policy does not have specific litnits in excess of state Iaw on
concentration of credit risk. All invesiments held #t year-end are reported above,
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Notes to the Financial Statements

B. Receivables

Recervables in the governmental activities are as follows:

Taxes $ 2,006,637
Aceounts ' 210
Loang .1,510,000
Tue from other governments 253,467
Advance to component unit 357,968
Interest 60,536

35480018

$ 1,830,000 of the loans receivable and $ 357,968 of the advance to component unit is not
expeeied to be colleeted within one yuar,

Receivables in the business-type activities are as follows:

Taxey . 3 2,659,515
Accounts 1,839,719
e from other povernments 1,600,000
Trterest 42,773

3 6,142,007

Govemmental funds report deferred revenue in cormection with reccivables for revenues
that are not considered to be available to Liquidate liabilities of the cumrent period.
Governmental funds also defer revenue recognition in connection with resources that have
heen received, but not earned. At the end of the current fiscal year, unsamed revenue
reported In the government-wide financia] statemeni for governmental activities represent
uhcollected taxes from the Summer and Winter 2008 tax levies that are earmsrked [or the
County’s fiscal year of 2009,
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COUNTY OF HILLSDALE, MICHIGAN

Notes to the Financial Statements

C. Capital assets

Capital assets activity for the year ended Decembear 31, 2008 was az follows:

Erimary government
Jauusry I, December 31,
2008 Anldlilony Deletlons 200K
Governmental Activities
Capital assets not baing deprecialed:
Land 3 330,003 % - k) 200,000 & 130,003
Capital asyets boing depreciated:
Buildings and improvements 6,340,908 1,053,695 400,000 6,994,603
Vehicles and equipment 1,229,754 136,242 167,392 1,198,604
Total capital assets being depreciared 7,570,662 1,189,937 567,392 8,193,207
Less accurnulated depreciation for:
Buildings and impravements (2,533,725) (128,944) 48,000 {2,614.669)
Vehicles and equipment (500,201) (111,527) 153.950 (757,868)
Total accumulated deprecistion - (3,334,010) (240.471) 201,950 (3,372,537
Total capital esscts being depreciated, net 4236646 949,466 365,442 4,820,670
Governmentul getivities capltal assets, net 3 4566645 8 049 4660 % 505442 % 4,950,673
Rusincss-type Activities
Capital assets not being depreciated:
Cronstruction in progress ¥ O6992170 % 140540 % 6992190 % 140,540
Capital assels being depreciated:
Land improvements 29,524 - 20524
Buildings and improvements 6,A28,829 % 708 280 - 15,337,109
Vehicles and equipment 1,231,116 408,635 - . 1,639,751
Total capital asscts being depreciaied 7,880,469 6,116,015 - 17,006,384
I.ess accomulated depreciation for:
Land improvements (29,324) - {29,524)
Buildings and improvements (3,736,617 (354,850) - (4,121,867
Vehicles and cquipment (1,124,691) (103,518) - {1,233,207)
Tatal accumulared depreciation (4,890,830) {493,3648) - {5,184,198)
Tolal capilal asscts being depreciated, nst 2,008,637 8,627 549 - 11,622,186
Business-type acdvitles capltal assets, net $F 9000807 § 8764089 § 6992170 F 11,762,728
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Diepreciation expense was charged to fimetions/pragrams of the County as follaws:

Governmental activities;

General government b 151,964

Public safety #5423

Health and welfare 3,084
Total

5 240,471

Business-type actlvities

Medical Care Facility 5 478,242
E-811 Emergency 15,124

Total b 4932366

c tnit - Thrain € -

Activity Tor the Drain Commission for the year ended December 31, 2008, was as follows:

January I, December 31,
201 Addhtions Delctions 203
Cupitul 2ssets being deprecinted:
Buildings 5 135000 & 5 g 135,000
Bauipment (77,43 6,191 32155 641,570
Infiashuehis 458,635 458,635
Totnl capitul assets being depreciated 1,271,069 36,291 32,155 1,275,205
Leas acoomnlated depreciation fi;
Buildings (48,0600 (5,400 . (54,000}
Equipment {362,274 (37,634} 12,664 (407,044}
Infrastracture [33,538) (9,177} {12,708}
‘latal 2ecumutated Jepreeistion (444,410} {72,206) 172,564 (503,75
Total capltal assels being depreciated, net % B26,65% ] 35215 & 19,291 5 FT1453
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Component Unit - Road Commission

Activity for the Road Commission for the year ended December 31, 2008, was as follows:

Halance Balunce
Jumuary 1, Deeember 31,
2108 Addldona Dedmctlins 2008
Capital assots not being depreciated:
Land 3 65434 3 ¥ 3 68,434
Land improvements - infrastrucpure 4.434.046 374,165 4,808,211
Subtotal ‘ 4,502,480 374165 - 4,876,645
Cupital asscts being depreciated:
Buildings and improvements 2,027 459 3,645 3,179 2,027,925
R.oad equipment 5,646,247 363,095 146,637 5,862,705
Shop equipment 115,213 3,765 118,978
Office equipment 147,293 5,040 886 154 447
Engineers' egquipment 62,347 1,310 3,657
Yard and slorage 435,535 436,533
Depleteable assels 65,400 £35,400
Infrustructure 44 497 467 2,108,214 1,605,681
Subtoial 52,997 961 2,488,060 150,702 55335328
Accumulated depreciation and depletion
Buildings and improvements 587,553 61,103 3,179 645,479
Lguiptent ' 4,781,707 504,434 144,539 5,110 582
Depleteable aysets 62,705 62,705
Infrastracmre 23,467 431 1,707,027 25.169,458
Total aceumulated deprecistion
and depletion 28 K04 486 2,272 566 145 738 31,017,314
Total capital aseets being depreciated - net 24103475 114,303 A6 24318014
Total capital assets - net LQR,E)OS,QSS b 589668 § 064  § 29,194 559

_12._
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). Accounts payable

Accounts payable and acerued lighilities in the govemmental activities are as lollows:

Accounts payable - o F 305,812
Accrued payroll, expenses and deposits 145,612
Due to other governmoenty : 58,000
Accrued interest on lopg-term debt 41.961
Total 3 551385

Accounts payable and accrued liabilities in the business-type setivities are as follows:

Accounts payable F 469,106
Accrued payroll, expenscs and deposits 9687.830
Total $ 1436936

Interfund receivables, puyables and transfors

The County has interfum] bulances between its funds and component nnits, The sum of all
balances presented in the tables below agrees with the sum of mterfund balances presented
in the statements of net assets/balance sheet for povernmental funds and proprietary funds,
These interfund balances resulted primarily from the time lag between the dates that (1)
inferfund goods and services are provided or rcimbursable expendihves occur, (2)
transactions are recorded in the accounting system, and (3) payments between funds are
made. The advances from the General Fund to the Drain and Lalke Level Revolving
Funds of the Drain Component Unit are used to provide cash fow to those funds until
reinibursements from drain aszezsments are collected.

Fund _Receivable Payable

Guneral 8357 968 ¥

Drain revolving - . 334,480

Lake level revolving, 18479
2357968 $357.968
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F.

Transfers are used to: (1) move revenues from the fund that is required to collect them to
the fund that is required or allowed 10 expend them; (2) mave receipts resiricted 10 ar
allowed for debt service from the funds colleeting the receipls 10 the debt service fund ss
debt service paymments become duc; and (3) use unrestricted revenues collected in the
general find to finance various programs accounted for in other funds in accordance with
budgetary authorizations.

Forthe year ended December 31, 2008, interfund fransfers consisted of the following;

Fund Transfer In Transfer Omt
General $ 1,543,400 § 1,253,062
Revenue Sharing

Reserve 566,216
Nenmajor Governmental

Trunds 1,212,309
Nonmajor Proprietary

Funds 40.753 __ 671184

$ 2.796.462 $ 279,402
Long-term debt

Primary government

Gavernmental activities.

General obligation bonds. The govemment issues general cbligation honds to provide
fimds for the acquisition and construction of major capital facilities. General obligation
bonds have been issued for governmental activities.

General obligation bonds are direct obligations and pledge the full faith and crodit of the
Couniy. These bonds are typically issued as 10-20 vear serial bonds with varying amounts
of principal maturing each year, General obligation bonds cumrently oulslanding are as
follows:
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Purpose ' . Installments  Interest Rates Due Amount
Covernmental activities:
County Building Authority - .
Buildings $95,000 3253t05.70% 2016 HL105,000
170,000
Capital Improvement
Senior Center Bldg $75,000 10

160,000 425104.40% 2025 51,910,000

Annual debt service requirements to maturity for govermmnental activities general
obligation bonds are as follows:

Year
Ended
December 31 Principal Intcrest Total
2000 5 190,000 § 136,307 % 329,307
2010 200,000 129 967 320,067
2011 210,000 119,861 320,86]
2012 215,000 109,874 324,874
2013 230,000 98,397 328,397
2014 - 2018 1,005,000 313,752 1,318,752
2019-2023 655,000 136,771 791,771
2024 - 2025 310,000 13672 323 672

:__S010000 % LOGLGOL % . 4,076,601

The County has the following capital leases and installment porchase contracts:

The government has enicred into several lease agreements for financing the acquisition of
vehicles, These lease agreements qualify as capital leases {or accounting purposes and,
therefore, have been recorded at the present value of their fiture minimum lease payments
as of the inceptinn date, '

The future minimumn lease obligations and the net present value of these minimum lease
payments as of December 31, 2008, were as follows:

=35
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. Capital 1cages:

Year Ending Governmental

December 31 Activitics
2009 § 65239
2010 29,988
2011 3,616
2012 10089

Total minimum lease payments 108,932

Less: amount representing interest (16.102)

FPresent value of minimum lease payments 392330

Installment contracts
Purpose Instsllments Interest Rates Due Amount
Govanmental activities:
Elevaiar in the new
addition $110,000 to
130,000 4.2% 2012 $380,000
Energy efficient
Improvements to
sheriff’s building $65,000 to
20,000 4.38% 2018 £762.000
Annual payments to maturity are as follows:
Ycar
Ended

December 31 __Principal Tnterest Total
2009 b 72318 % 52,705 % 125,023
2010 190,299 47,027 237,326
2011 198,411 38,874 237,285
2012 206,662 30,373 237,035
2013 80,057 21,519 101,576

2014 -2018 354,253 50.637 444 890

$.L142000 8 241135 & L3H3.133

T
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Business-type aciivities

General obligation bonds. 'The government issucs general obligation honds to provide
funds for the acquisition and construction of major capital facilitics. General obligation

bonds have beer issued for busincss-lype activities.

General obligation bonds are direct obligations and pledge the fill faith and credit of the
County. These bonds are typically issued as 10-20 year sedal bonds with varying amounts
of ptincipal maturing each year. General obligaticn bonds currently outstanding are as

follows:
Purpose Installments Interest Rates  Due
Busineas—type activities:
County Building Authority -
Medical Care Facility
Building $103,000 10
185,000 460 t04.625% 2018
Medical Care Facility
Building $150,000 to
695,000 4.00% 2026
Medical Care Macility
Building : $75,000 to
20,000 30tw35% 2011
Sanitary Sewer - City
of Litchficld £30,000 to
' 136,000 2.0% 2014
Water Supply System -
Village of Jonesville $110,000 10
150,000 3850 4.20% 2015

Y e

Amonnt

§ 1.475.000

¥ 7,650,000

g 255,000
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Annual debt service requirementa to maturity tor general obligation bonds are as follows:

Year

Fnded
December 31 Principal Intcrest - Total _
2009 h 635,000 % Ju6,848 8 1,051,248
2010 690,000 377,511 1,067,511
2011 - 735000 357,031 1,092,031
2012 085,000 335,084 1,020,086
2013 . 725,000 316,511 1,041,511
2014 - 2018 2,975,000 1,240,321 4,215,321
2010-2023 2,550,000 711,600 3,261,600
2024 - 2028 1.965.000 160.400 2,125.400
£ 10980000 § 3895308 % 14875308

Delinguent tax notes. 'The povernment issues delinguent tax noics Lo finance the purchase
of delinquent real property taxes reccivable from each taxiag district in the County. Thege
notes are reported in the proprietary funds (i.¢., Delinquent Tax Revolving Funds) as they
are expected (o be repaid from proprietary fund revenues. Principal and interest payments
are predicated upon actal coliections of delinguent property taxes, which are subject to
eolleelion over a period not to exceed three years. Delinquent tax notes putstanding at

December 31, 2008, arc as follows:

Series Amount
2007 - £2.580.000 G.O. Limited Tax Notes
payable, dated June 21, 2007, interest at
520-573% 3 480,000
2008 - $3 200,000 G.O. Limited Tax Notes
payable, dated May 28, 2008, imerest at
2.25 - 4.00% § 2,300,000
Annual debt service requirements to maturity arc as follows:
Year
Ended
December 31 Principal Interest Total
2009 £ 1,980,000 % 78070 § 2,058,070
2010 800.000 25,625 825,625
§ 2780000, % 103695 % 2,883,695

T
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COUNTY OF HILLSDALE, MICHIGAN

Chanyes in leng-term debt.

Long-term debt lability activity for the year ended December 31, 2008, was as follows:

Governmenial gotividies

1986 Building Auiborily Bonda
2005 Capital Impravemeant Boods
Capirnl Jiuwes
lpstallment purchaze eonmueat
Compensated absences

Todal Governmental Activities

Husluess - 1ype activilles
Bunds:

1598 Building Autharity - MCF
2006 Building Awhority - MCF
2003 Capital Inaprovesnant - MCF
BPW #) - Titehliold

RPW #6 - Joncaville

Total Bonds

Miskes:
GO Timited Tux Notez 2004
GO Limired Tae Motes 2007
G0 Limited Tax Motes 2008
Tutnl Notes

‘T'otal Rusineay - type wetiviticy

Diraln. Conundssion component unit
Walker Intereiate Druin

Roud Commission cemponent unlt
Compensated absences

Beginning Fnding Due in
Ralane Additivns Keduetinns Balunce One Year
1,210,000 5 ) {105,000) b 1,195,000 g 110,000
1,990,000 {80,000) 1,810,000 30,000
76,281 o324 {73.775) 22,830 32,5
500,000 762,060 (220,000) 1,142,000 7308
47 403 {443,369) 304,034
4,223 684 b 853,324 I (322,144} § 4,553,864 E 514 BED
1,585,000 5 £ (110,000) 5 1,475,000 5 115,000
7,850,004 (200,000) 7,650, 000 220,000
335,000 {80,000) 353,000 B0,000
T95 (1040 (120,000) 75,000 125,000
1,075,000 (110,000) 014 00 115,000
11,600,000 - (620,000) 19,980,000 £55,000
400,000 {400,000) -
1,780,000 (1,200,001} 480,00 480,000
3,200,000 {800,000} 3,300,000 1,500,000
2,180,000 3,200,000 (2,600,000) 3 780,000 £, 780,000
13,784, 0)0) $ 3,200,000 § (3,220,000) ) 13,760,000 3 2635,00
11,000 $ 3 {11,000) L] i
367,403 3 15,527 5 3 387,330 3 19,367

Tor the governmental ectivities, compensated shaences are genees by Niquidated by the geoeral fuad.
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Iv.

OTHEE INFORMATION

A. Risk Manzgement / Sclf-Insurance Program

‘Ihe County is exposed to various risks of loss related to property lass, torts, errors and
otmisgions, cmployee injuries (workers’ compensation), as well as medical benefits
provided to employees. The County has purchased commercial insurance for employee
medicel bencfit claims, participates in the Michigan Mumicipsl Risk Management
Authority {risk pool) for clsims relating to property loss, torts, ermors and omissions, and
personal injurics, and paricipates in a risk pool at Employer’s Reinsurance Corporation
for elagng relating to workers® compensation. Settled claime relating to the commercial
insurance have not exceeded the amount of inswrance coverage in any of the past three

[fiseal years,

The Michigan Muricipal Risk Management Autherity (xisk pool) program operates as a
claitme servicing pool for amounts up 1o member retention limits, and operates as a
common risk-sharing management program for losses in oxcess of member refention
amounts, Although premiums are paid annually to the Authorily, and the Authority uses
the premiurms to puy claims up to the retention limits, the ultimate liahility for those claims
remains with the County, Az of Decomber 31, 2008, the County estimates that its funds
on deposit with the Authority are sufficient to cover any outstanding clatms. Accordingly,
no liability has been recorded.

Workers’ Compensation, The govemment meaintams a self~insurance program for
warkers® comnpensation coverage which is sccounted for in an internal service find (ie,,
the Self nsurance fund). "the propram is administered by 4 third party administrator who
conducts safety inspections and provides claims teview and processing scrvices.
Premiurns are paid info the internal service fund by all other fimds based on payrolls and
Jjob classifications and are available to pay claims, claim reserves, excess coverage and
admimistrative costs.

Liabilitics are reporfed when it is probable that 8 loss has occurred and the amount of the
loss can be reasonsbly estimated. An excess coverage insurance policy covers individual
claims in excess of $350,000 subject to an anral ageregate mit of $760,462. Lisbilitics
inehude an amount for clwms that have been incirred but not reported (IBNR). Changes
in the balances of claims liabilities during the past two years are as follows:

2008 - 2007
Unpaid claims, beginning of vear § 22,713 § 21,813
Incurred claims (including TRNE s) 17,013 19,222
Claim payments {20.96R) {18,332)
Unpaid claims, end of year 3 14,758 & 25113
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Road Commission

The Road Cornmission 15 a member of the Michigan County Road Commission Self-
Insurance Pool (“Pool™) established pursuant o the laws of the State ol Michigan which
awthorizes contracts between municipal corporations (mierlocal agreements) to form aroup
self-insurance pools, and lo prescribe conditions 1o the performance of these contracts.

The Michigan County Road Commission Self-Josurance Pool was established for the
purposc of making & self-insurance pooling program available fur Michigan County Roed
Commissions, which includes, bur is not liaited o, generl liability coverages, auto
liability coverages, properly insurance coverages, stop loss insurance protection, claims
administration, and risk management and loss confrol services pursuant to Michigan
Public Act 138 of 1982,

The Hillsdale County Read Cormmission pays an annual preminm to the Pool for property
(buildings and grounds) coverage, automobile Hability, crrors or omissions liability and
bodily injury, properly damage and personal imwy Hability, The agreemcnt for the
formation of the Pool provides that the Pool will be self-susiaining through member
premiums and will purchase both specific and ageregate stop-loss insurance to the Hmits
determined necessary by the Peol Board,

The Road Commission i3 also self-insured for workers’ compensation as a member of the
County Road Association Warker's Compensation Fund,

In the past. three years, there have been no reductions in coverages, nor bave setficments
exceeded coverages. Management of the Road Cornrmission believes that losses, if any, in
excess of Insurance Pool coverages would not be material {0 the financial posidon of the
Road Commission. '

The Road Commission continues to carry commercial insurance for employvee health and
accident msurance,
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. Property taxes

Prior 1o 2005, the County property taxes were levicd annually on December 1 (the lien
date} to fund aperations of the following year. ‘I'he property taxes were due in fill within
90 days (prior to March 1), at which time uncollected taxes hecarne delinguent.

In 2004, the Staie of Michigan passed Public Act 357. This Act provides a temporary
funding mechanism as & subsliule for state revenue sharing payments to counties, Asa
resull of this new law, the County’s levy datc began a phased shifling (or acceleration)
over a 3-year period from December 1 to Tuly 1 of each year. In 2005, onc-third of the tax
levy took place on July 1 and two-thirds took place on December 1. In 2006, two-thirds of
the 1ax levy took place on July 1 and one-third took place on December 1. Tn 2007 and
each year thereafier, one-hundred percent of the tax levy will take place on Tuly 1. The
Act also requires that an amount cqual to onc-third of the December 2004 tax levy be
placed cach year for three years into the newly created Revenue Sharing Reserve Fund, a
special revenue fimd. An ammal transfer, in an armount determined by the State of
Michigan, is tnade from the Revenwe Sharing Rescrve Fund into the General Fund equal

to the mmount of revenue sharing the County used to receive from the State, adjusted for
inflation. ‘

For the ambulance, senior services and Medical Care Pacility, the assessed and taxable
value of real and personal property for the Decembix 1, 2007 levy, for which revenue was
recognized 10 fiscal 2008, was §1,322,585,804. Fur be general fund, the assessed and
taxable value of real and personal property for the July 1, 2008 levy, for which reverme
wag recognized in fiscal 2008, was $1,353,064,014. The general operating tax rate for this
levy was at the maximum rate of 4.9552 mills, as adjusted by the Headlee Amendment to
the State of Michipan Conatitution, The Counry alko had a voter approved tax of 4000
mills for ambulance scrvices, 4968 mills for senior services, and 6000 mills for the
Medical Care Facility.

By agreement with various taxing authorities, the County purchases at face value the real
properly taxes returned delinquent each March 1 and records a corresponding delinguent
tuxcs receiveble,
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C, LEmployee retivement systems and plans

Defined Contribution Pension Plan — Primary Government

The County provides pension bencfits (o all of its full-time employees (except for the
Sheri{ls Departooent) through a defined contribution plan. In a defined contmbution plan,
benefits depend solely on amonnts eontnibyied jo the plan plus Investment eamings. As
established by the Hillsdale County Retirement Fund, the County contribules 6.5 percemt
for all the general County employees’ gross eamings and 4 poreent for all Medical Care
Yacilily employees. Employces contribute 2-10 perecent of eamungs, In accordance with
these requiremnents, the County contributed § 523,847 for the year ended Dacerpber 31,
2008 and employees contributed § 438,088,

The Hillsdale County Board of Commissioners cstablished both plans and may amend
them and the related contribution requirements, suhject to the County’s various colleetiva
hargaining agreemets. The plans are administered and the assets are in the custody of
third-party insirance companies,

Defined Benefit Pension Plan — Primary Government

Plan Description —- MERS

Fployees of the Shenff Department, ¢xcept the Sheritt and Undersheriff, are eligible io
participate in the Municipal Employees Retirement System of Michigan (MERS), an
agent multiple-employer, defined benefit pension plan. The System is administered by the
MERS retiternent board. MERS provides retirement and dizsability benefits, annual cost-
of-living adjustments, and death benefits to plan members and beneficiaries. Act No. 427
of the Public Acts of 1984, as amended, establishes and amends the benefit pravisions of
the participants in MERS. A publicly available financial report that includes financial
statements and required supplementary information for MERS may be obtained by writing
to the Municipal Employess Retirement System of Michigan, 447 N. Canal Road,
Lansing, MI 48917, or by calling (#00) 767-6377,

Funding Policy

The County is required to contribute at an actuarially determined rate; the current tate for
the County is 7.5 to 8% of snnusl covered payroll [or vach cmployes group,  All
patticipaling cmployees are required to contribute between 2% and 10% of their annual
salary. The contribution requirements of the County are established and may b amended
by the Retirement Board of MERS. The contribution requircments of plan, mermbers are
established and may be amended by the County Board of Commissioners, depending on
the MERS contribution program adapted hy the County,
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FFor the year ended December 31, 2008, the annual pension cost of § 152,988 was equal to
the required and achual contributions of the County. The required contributions woere
determined as part of the December 31, 2007 actuarial valuation using the entry age
normal actuaral cost method. The actuarial assumptions included (a) a rate of return on
the investment of present and future assels of 8.0%, (b) projected salary increases of 4.5%
per year compounded annually, attributable to inflation, (¢) additional projected salary
increases of 0.0% to 8.4% per year, depending on age, attributable to seniority/meril, and
(d) the assumption that benefits will inercase 2,5% per year after retirement for cerlain
retirees depending un {he benefit option selected. The actuarial vatue of MERS assets was
determiined om. the basis of a valuation method that assuroes the fund cams the expected
rate of retum, and includes an adjustrnent Lo reflect fair value, The County®s unfunded
actuarial accrued lability is being amortized over a period of 30 years as a level
percentage of projected payroll on an open basis. The latest actuarial valuation was
performed as of December 31, 2007.

Three-Year Trend Information
Fisral Annusl Poreentage Net
Year Pension of AIC Pensinn
Ending Cost (ATCY Contribuied Obligation
12/31/06 § 136,251 100% b -
12/31/07 ' 142,417 100 $ -
12/31/08 152,938 100 3 -
Schedule of Funding Progress
Actuarial UAAL as a
- Acerned . Undonded Percentage
Actuarial  Actnarial Liability Actoarial of
Valuation  Valueof {AAL)- Liability TFunded Covered Covered
Datc Assets Eofrv Azre  (UAAL) Ratic Payroll  Payroll

12/31005  §1,590,006  $3,963,875 $2,372,969 40% $1,752,630  135%
123106 1881418 4219255 2337%37 45 1,785,069 131
12/3107 2,178,561 4,537,379 2,358,818 48 1,877.268 126
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Defined Benefit Pension Plan — Road Commission
Plan Description

The Road Comznission’™s defined bencfil pension plan provides retircment and disability
benelits, annual cost-of-living adjustments, and death benefits (o plan members and
beneficiaries. The Road Commission participates in the Municipal Employees Retirement
System of Michigan (MERS), an agent nitiple-employer plan administered by the
Retircmeni Board of MERS.  Act No. 427 of the Puhlic Acts of 1984, as amended,
establishes and amends the benefit provisions of the participants in MERS. The Municipal
Employees Retirement System of Michigan issues a publicly available financial report that
includes financial staternents and required supplementary information for MERS. That
report may be obtained by writing to the Municipal Bmployees Retirement System of
Michigan, 447 N. Canal Road, Lansing, Michigan 48917, or by calling (R00) 767-6377.

Funding Policy

The Road Commission is required 1o contribute at an actuarially delcrmined rate; the
current craployer’s contmibution rale of annual covered pavioll is 0.40% for Association
members and 11.55% for non-Association memboers. Cortain cmployess are currently nof
required to contribate to the Plan. The contribution requirements of the 12oad Commission
are established by Act No. 427 of the Public Acts of 1984, as amcended, and may he
armendded by the Retrament Board of MERS, The contribution requirements of plan
members, if any, are established and may be amended by the Road Commission, In
additdon, Roed Commission Association employees are curenily required to contribute
5.3% of anmual compensation, and non-Association employees are required to contribute
9 9% of annual compensation,

Annmal Pepsion Cost

For the year ended December 31, 2008, the Road Commission’s annual pension cost of
$155,055 for MERS was equal to the Road Commission's required and actual
contributions. ‘The required contribulion was determined nsing the entry age aclnarial cost
method. The actuarial assumptions included (a) a rate of retnm on the investment of
present and future assets of 8.0%, (b) projected salary incrcase of 4.5% per vear
compounded annually, attributable o inllation, and (c¢) additionsl projected salary
increases of 0.0% to 4.5% per year, depending on age, stinbutable to sendority/merit. The
actuarial vilue of MERS asscts was detcrmined on the hasis of a valuation method that
assumes the fund earns the expecied mate of return, and ncludes an adjustment to reflect
fair value. The Road Commivsion®s unfiinded actuarial accrued liahility as of Decernber
31, 2007, the date of the Iateat actuarial valnation, is being amorlived ag a level percentage
of projected payroll on an open bhasis over 29 years.
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Three-Year I'rend Information

Fiscal Annual Percentage Net
Year Pension of APC Pension
Endinyg . Caogt (AT'C) Contributed Oblivation
12/31/06 ' b 151,739 100% $ -
1231407 155,495 100 § -
12/31408 155,053 : 100 b} -
Schedule of Funding Progress
Acinarial UAAL usa
Acerued Unfunded Percentage
Actusrial  Actearial  Liabilily Actuarial of
Valvation Valueof (AAL)- Liahility Funded Covered Covered
Dute Assets  Entry Age {(UAA1D Iatio  Pavroll Eayroll

12/31/05 34,028,654  $6,202,619 $2,263,965 64% 1,893,260 120%
12/31/06 4,507,820 6,590,191 2,08237] 68 1,767,724 118
12/31/07 4,939,183 7242137 2.302,954 68 1,436,131 125

. Pastemployment Benefits

‘The County provides 50% of the cost of health insurance benefits for retired employees of
two union groups meeting certain service requirements.  Costs incurred by the County
during 2008 amounted to § 23,352 amanyg 4 retirees.

The Governmental Accounting Standards Board has recently released Statement No, 45,
“Aceounting and Reporting by Bmployers for Postemployment Benefits Other Than
Pensions.” The new pronouncement provides puidance for local units of government in
recogmizny the cost of retiree health care, as well as any “other” postermployment benefits
(other than pensions). The new mules will cause the govermment-wide financial statements
to recognixe the cost of providing retiree health care coverage over the working life of the
employee, rather than at the time the health care premiums are paid. The new
pronouncement hecame effective for the year ending December 31, 2008, However,
management 1s still in process with assessing the impact of this new accounting standard
on the County’s financial stateraents for future reporting periods,
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COUNTY OF HILLSDALE, MICHIGAN

Notes to the Financial Statements

K.

Cuntingent I iahilities

Amounts reecived or receivable from grantor agencies and health eare intermediarios
including Medicare and Medicaid are subject to audit and adjusiment by the grantor
ageneics or intermedianies. Any disallowed claims, including amounts already collected,
may constitute a liability of ihe apphcable funds, The amount, if any, of expenditures
which muy be disallowed by the grantors or intermediaries cannot be determined at this
time although the goventnent expects such amounts, if any, (o be immaelerial.

‘The government and jts component units, individually or jointly, are a defendant in
various lawsuits. Althouph fhe outcome of these lawsuits.is not presently determinable, it
is the opinion of the government and component unit’s counsel that resolution of these
mallers will not have a matcrial adverse effect on the financial condition of the
government.

Specisl Item

On October 28, 2003, the Hillsdale County Board of Commissioners signed an agreament
with the City of Hillsdale Tax Increment Finance Autbonty Board {TTEA) tbat stipulated

the County would obtain the nse of real property planned for the future site of a County
court buildmg,

In 2008, the County decided to discontinue the agrecment and relum ihe properly to the
City, relinquishing any future claims and/or development plans associated with the
property. ‘The County continues 10 support the efforre by the City of Hilladale and ite
TIFA Board Lo develop the central business distriet, and does not foresee the construction
of a county court building at the site in the future as planned.

Cowr ok e e R
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COUNTY OF HILLSDALE, MICITTGAN

Combining Balance Sheet
Nozmajor Governmental Funds
December 31, 2008
Tobavco Friend
and Almhal Senlpr clihe
Parky Ambnlanee - Myersion Cltlren Court
Ansels .
Cash anel cash equivalems : b 11,953 2 1,355 5 32364 % 12460 § 64,852
Tuxes receivable 320,749 1,297,830
Acconants receiveble
Due from other govemmenis 3,547
Inderest receivable . ' 1%
3 12,000  § 522,154 % 32,304 b 1,310,290 b 78,399
Linbiitics
Agrougty payable $ EA TR £ 4 [ T
Acerued Liahiliting o7
Due tg gthat govetnimenta
Dieferred revenus 2,040 520,700 1,267 830

Total liukilities . 19,220 520,709 . 1,287,943 u

I'und balances

Dnreservidls
Undagipnated {daficl) 1,70 1,358 32364 12,347 68,399
Total tund balaness 1,7E0 1,358 12,364 12,347 68,39%

b 12,000 ¥ 272,154 3 11,3564 5 1,310,280 b 6¥,399
e e A

Sec indeperndent auditor's report and sccompunying notes to the inancial statements.



Special Revenue

Departmeni
Register Law Coualy Trepariment of Hurnan Soldlers
of Deeds Yrug Cuforcement Law Child of Human Nervieex TF'robate andl Sallory’ Vetorans'
Aulvmnlion Porfeitere ‘T'raining Library Ahuse Korvieos Chilid Cure Chilld Care Rebiel Tmst
5 25183 3 2,252 % 135§ 11,88 § 3n627 8 4050 ¥ 333816 3% 8% 8 {2,048 ¥ 2,182
48
95,358 1,833 17,394
% 51,83 8 2252 % 155 % 11,884 § 19,627 % KB 4D8 3 35,645 % 220470 § {1000) % 2,192
= =
b b 650 ¥ 3 572 % b § 5 41,68% 5§ b
8,920
58,000
65() - 573 - 58,000 - L{tRe -
251,834 1,602 135 11,312 35,627 408 35,640 175,861 {2,000} 182
251,834 1,602 135 1),312 . 30627 30,408 35,649 178,861 (2,000) 2,182
5 251834 3§ 2,252 § 135 ¥ 10,804 % 319,627 § 8408 3§ 15645 § 220470 & {3,000 § 2,152

coutivued, ,.
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COUNTY OF HILLSDALLE, MICHIGAN

Curnbining Balunee Sheet
Nonmajor Gavernmental Funds (Coneluded)
December 31, 2008
Specinl Revenur Thebt Serviee
DIIS
Buildivg
Ballding Humcland GIS/Mapping Drug Authurity
Imapeciion Securily 'Yeehnology {ffender Debt Serviee
Assecls )
Ciash and cush equivilents -3 69,277 3 (22,749y % .33 £ - %5,136 3 470
Taxes recsivible
Accounts receivable
Due from othar povenments 158,163
Interest ceceivable
3 41,227 b {23,781 3 5,322 b} 78,289 5 470
1.iabilitiex
Apcounis payable % B3 i 5 8 A.R17 L
Avcnsed linbilitiog 4,521
Due 1o pther govarnments
Diesfermudd vavanue 4,000
‘Faral lighHijes 5,352 - - 12,817 -
Fund hatsnzes
Untazervad:
Undhesignatad {gaficit) . 61,875 [22,78%) 3122 (5,482 470
Total fund holances ‘ 63,875 (22,789 3,231 65,482 470
b3 69.ﬁ2‘7 b (12,789 % 3,232 b 78,299 $ 470

seg independent audilor's report and accompanying notes o the financial statements.



Debt Service Cﬂpilﬂ Frojects . Permynent Funds

LIS
Bleyutor Bullding Cremetary MCF Carl Gilmore
Tieht Service Improvement Autharity Trust Fodvwment Trusi Tutal

& 422 275 3 6,5E5 3 . 237 b 3,030 b3 . A7 b1 [211,073
[,818,629
48
1,000 135,495
17
] - [ 423,276 5 5,585 % 237 i 34030 ¥ 47 ¥ 3,164,262

—_— -
5 b3 b 5 3 ¥ 50,438
14418
SB,1M)
1,814,700
. - . - - - 1.956,062
423,276 6,585 237 3,030 a7 1,209,300
- 423,276 6,585 237 3,030 47 1,104,300
3 - ] 423,276 % 6,585 5 237 b3 3030 3 47 ] 3,166,262

1 —————- -
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Reévenue
Propery taxas
Intergovorirnenial
Contributions
Fines nad forfeita
Churyes for services
Refundy and reimburgsinats
Interest und rentaly
Other revenue

Todal e2venus

Expenditures
Corrent:
Judicinl
Grnoral governmon
Public safity
Iiealth und welfarc
Recrention und culture
Db gervice
Principul
Inlecest

Totl expendilures

Revanue aver {under)
exnpanditures

Otber finencing sources (uses)
Proceads from debt issunnce
Tranufurs in

Trunsfers {aut)

Teul other Mnuneing
Anuress {URes)

Blet shanpes i fued imdnnecs
Fynd hplences, bepinning of year

Fund balances (deflieit), end of yoor

COUNTY OF HILLSDALE, MICBIGAN

Cembining Statement of Reveoue, Expenditures and Changes

in Fund Balances

Nenmajor Governmental Fundy

For the Year Ended December 31, 2008

Tohoweo Triend
aod Aleghal Senlor of the
Parks Ambulanes Diviraion Cltizen Court
5 § 522,380 4R, TRE ks
2,520 16,132
34,027
53}
34,510 522,389 1,520 €48,788 16,138
4207
523417 643,526
71,087
71,087 532,417 - 643,326 4,297
(36,477} (28) 2,520 5,462 11,841
25000
25000 - - - -
(11, 477) [28) 2,520 3,452 11,841
13,257 1,382 10,844 6,885 56,558
¥ 1, TR0 ¥ 1,355 12,364 12,347 § 65,399

See independent zuditer’s report 2nd aceompanying netes (4 e finansial statements.




Speciul Revenus

[1epartineni
Reqister Law County Departnent of Ilmnian Soldluers'
of Liecds Drug Fulorcemeni Luw Chily of Huan Services Irubate aud Sallers' Veleruns'
Anipmatdun Borfespce Truining 1 dbrary Abuge Services Child Cars Child Cure Relief Trust
5 5 > : i E] b1 § 5 5
52,716 5,361 44,043 2347
6,088

59,762

021

7,165 4,50 e 295 264
52,716 6,086 7,165 4,300 7,223 520,361 44,943 355,647 - 4357

8,631
4 526 10,193 527
383,227 140,044 827,291 87, M6 7,433
14,965
14,555 4,825 10,193 2,631 527 285,327 140,044 #27,291 87,945 7433
37,851 1,240 (3,024) 4,131) 6,606 {64,865} (95,101) (471,644) (87,945) 1,014
4,000 60,000 100,000 500,000 78,357
- - - 4,000 - 60,000 100,000 500,000 78,857 .
27,K51 1,260 {3,024) {131} 6,696 {4.066) 4,800 28,356 (9,08%) 1,514
213,993 142 3163 11,443 32,931 35,274 30,750 150,505 7,009 a7e
3 51,834 % 1,602 3 115 11312 % 30,627 § D408 15648 % 178,861 % (2,000 % 2182
conlinued. ..
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COUNTY OF BILLSDALE, MICHIGAN
Combiuing Statement of Revenne, Expenditures and Changes
in Fumd Balances
Nommajor Governmental Funds (Concluded)
December 31, 2008

gpttinl Revenoe Dbt Serviee

IHS
Bulldlog
Roilding Huocland GIE/Mapping Drup Awthyricy

Luspection Securlty Techuology Cifcoder Dbt Service

Revenne
Property taxes ] ] 5 b 5
Inlergovernmental 71,277 32,731
Caontributicns
Fines umd focfeits
Charges for serviees 56,655
Relunds and reimburscments &3040
Interest and ceatals | 17
Other revenue 1,254

‘Total reveous 352,935 TAT? 1,254 32,711 17

Exyeuilitures |
Currenl:
Judicial
{Feneral govermment
Tublic: aafety 431,745 V44060 54,992
Tlculih prid welluze
HN=xrouliod pad culjutc
Dichl scrvice
Frimzpyl 105,004
Intérest 467,350

Tota) expenditures A91.765 84,060 - 54,992 172,350

Ravemic gver (uader’)
capetdiiness [OR,810) (22,7T83) 1,254 (22.261) (172,333)

(Hher flnaneing sonrces (uses}
Proeeeds fiom debt issunsnce !

Tranaters in 25,000 172,330 '
Tranafers (out)

Tolal uther Bnaneing
soumees (Uats) - . - 25,000 172,330

el changes in fund balances (65, R10) (22,183) 1,254 . 2,739 @

Yund balances, beginning of year 132,645 (6) 1,968 62,743 473

Fund balances (deficit), ¢md of year b 63,875 5 {22, 78%) 5 3222 3 £5,482 b 470

See independent auditor's teport and accompanying nates to the financial statements.



i:lst Seyvies

Capital Projeets

Permaneni Foneds

Elevatar
Dbt Serviee

DHE
Rullding
1mprovement Autharity

Cremetary
T'rust

MCF
Lndewmeut

Carl Ghmare

Trust

Toal

29,673 161

132

i

1,171,177
731,375

24,744
590,582
66,062
311,208
L5404

23073 161

152

2,730,654

220,000
2,192

1,093,235

12,v24
1,097,235
596,363
2,813,684
£5,942

325,000
94,472

247,122

1,097,235 -

5,025 634

{247,127)

(1,067,562 161

131

{2,294,980)

247,122

762,000

762,000
1:212,309

247,142

762,000 .

1,974, 30%

{305,562) 151

728 RAR 6,424

236

152

2,878

47

(320,671}

1,526,971

5 A22.276 & 6,383

237

¥ 1,030

47

L]

1,209, 3(H}
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COUNTY OF ITLLSDAYE, MICHIGAN

Combining Statement of Nef Asseis

Nonmajar Enterprise Funds

December 31, 2008
001 202 2003 2004 05 2006
Dellnupeat Dellnguent Nelinguent Delingueat Delinduent Delinqueur
Tar Reyalying Tar Revolyinp Tax Reynlving Tz, Ruvalviny 'Cay. Revolving Tax Revalving
Asgexs
Current wsely:
Cauh und cash equivalents ¥ 5 44,772 3 125,505 i) 203,720 3 100,715 i 40T ARG
Tnxes recmivabla 84 86 3,554 3,169 16,399 326,389
Agcounts resivahle
1792 frean other gavenunenly
Cunrnt pertion of leases receivable
Disterest reeeivable 3. 747
Total eurrent nassts fid 44,858 129,054 212,882 128 2461 793,875
Monewrrent assels:
Leaser receivable, nat of current portion
Cupilul ussels nol being deprecicted
Capltal azseis being depreciaied
Tl noareurcent osers - . . - - n
Bd 44 858 129,055 212,882 124,861 793,875
Lishililes
Currenl linbilities:
Aseounts piyable 3,987
Cush over dmll
Acenued lighilitics 7420
Die to other governments
Chyrrend p::n'l,ibn Cl“ﬂngwlerrn dieht 4BD,OM
Total current liabilities - - - - - 49| 407
Long-term linbilitics:
Due in mers than ong year
Tenal linkilities . - - - - 431,407
MNet asseis |
lovested in copital ansete
Bestricted by stotule 43,557 125584 179,143 75,756
Upresiricted (deficit) Bl 1,30 3073 33,749 34,105 302,468
'U'otu] net pssas B4 44 558 125,059 2124892 120,841 3024068
H g4 1 44,556 F 120,059 b3 212,892 3 123 341 % 793 875

See independent auditor's report and accorapanying notes to the financizl statements.




CGeographle B'W #1 BFW W5
E-%11 Information Chiy of Village of
Emcrgency SvyLemy Litchiield Jonexville Tatal
g (123,556 & 53447 & 744§ k3] B&1,928
' 355,875
140,655 144,655
42,773 42,773
125,000 115,000 244,000
3,747
50,871 55,497 125,744 115,034 1,664,778
350,000 210,000 1,360,000
95,377 095,377
9,864 0,864
105,241 - 550,000 ¥10,000 1,865,241
_ 165,113 23,497 575,744 — %2503 3,130,019
GR. 652 1,549 P, KB
11,655 19,075
125,006 115,000 T20,000
£0,307 1,549 125,000 113,000 E13,253
. - 550,050 10,000 1,360,000
20,207 1,549 675,000 25,000 2,173,263
Jus 241 105,241
424, 440
(20,435) 51,548 744 16 427,075
84,204 51,948 T4 AR 556,756
5 165,113 § 55497 8 1744 8 925,036 3,130,001y
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COUNTY OF HILLSDALE, MICHIGAN
Combining Statement of Revenue, Exponses
and Changes in Fund Net Assets
Noomajor Enterprise Funds
For the Yeur Ended December 31, 2008

1001 202 M3 2004 mos ik
1olinguend Delinquent Itelinquent Delinquent Treltnguent Delinguent
‘[ux Revolving Tax Revalving  'Fay Rovolving  Tax Revolving Tax Ravalving  Tax Revolving
Operating revenne
Charpes for serviees S 10,554 & 1,747 ¢ anls % 15181 § 157978 % 123,03
Refonds and reimbursements
Other
Other opemting revenys 12,163 3.130
‘Total operaling revenue 10,554 11,747 L3036 15,183 176,141 126,243
Optrating cxpeosz
o of services 1,900 [} i) 21,287 18,587 30,528
Dperating Incaine (1oss) 8,654 11,736 13,016 3,896 151,554 85,715
Non-operating revooue (crpooacs)
Tnlerest tevenue 1,042 2,304 1,768 106,538 154,385
Inierest expeoss {16,650) {72,015}
Totl non-vperuting reveous (EXpeses) - 1,042 2,304 1,768 A HER £3,380
Income (loas) before ransfers 3,654 12,778 15,320 5,604 241,442 178,003
Trausfers
Tiansfers in
Tranafery aut [35,270) (221,914} {420,300
Total transfers (35,270} {221,914} n - {420,000} -
Change in nél o85els {26.616) {209,138) 15,320 3004 (178,558} 178,095
Mot ayuets, beginning of year 26,700 233,994 113,734 207,228 308,419 124,375
Nel ksely, eng oF yuar 5 4 5 4d 558 3 129059 ] 312,892 £ 129,361 3 302,468

See independent suditor's raport and accompanying notes to the financial statements.



Geopraphle BFW &) RPW #6
E-911 Information Clty of Village of
Emerpency Syrtems Litchfield Jounesville Tatal

EL el L 23 3 b 1,090,030
63,546 43,340
T8 134,740 L51 A5 309,498

811,763 B,108 134,740 (5L 465 1,463,072
781,524 27,102 114740 151,465 1,167,164
30,241 {18,904} - - 293,908
133 z 7 266,191
(58,665}

125 - 2 7 177,526
30,376 (18,904} y) 7 473.4%4
21,753 11,733
(677,184}
- 21,753 - - (635,431)
10,176 2,840 rl 7 (181,597
54,430 49,059 742 29 1,138,753
84,806 % 51,948 & 744 63 956,756

-%1.




Cushy fiowa feom operating scdvides
Cangh reccived fram eusiemory
Cash pald o employees
Cuyh poty ioenly to awpplns for

goods and seivices

Neg cash provided hy {used in}
aperating aouvibes

Cash fiows from man-caphial
financiog activlidex
Tax nates redecined
I'rnsfor in
Trongters out

et cash provided by {used in)
pau-caplial Gnuncing activities

Cath fiows (cam expital and
related flnancing aetivide
Equipment atquisitiom
Interest poyment:
Procesds from lopg-izrm debt

Principal puymenis

Mt £ash pravided by {uaed in) capitel
anel refaled timndng nervltley

Cash fows frow Investing setivities
Tuterest received
Amounts collecind on l=nsey receivynle

Total cash provided fom inyesting
HC'.II.V i’.iﬂl

Mol increasn (devreasd) in cash
and camb uquiw.llml.'l

Cash and cash eguivelznts, beginning of year
Chsh and eash equivalents, end ol year

Cush Nipwx from aperaiing getlvides
Drperating jucome (lois)
Adjuittooubs by raceneile operating
income (lona) to nst cash provided

by {uted in) oparating solivites:
Ucprouialivn
{locrenas) decrense
Accounts recalyable
Tyags veyeivahls
[ntareat nesaivable
Lesironse (ihoiroazc) in:

Account payable and scorued expeonses

Met ensh provided by (uned i)
opeating activitiza

COUNTY OF HILLSDALF, MICIIIGAN
Combining Statement of Cash Flows
Maonmajor Entexprise Fands
Tor the Vear Ended December 31, 2008

2001

2002 2003 2004 10605 1006

Diellngquent Delinguent Delinguent Delingneat Lelinqueat Delinguent
Tux Reyolying ‘Tax Bevolvlog Tnx Revolving Tax Revolving Tax Kevulving Tax Revolviug
¥ 10,554 5 12,9415 ¥ 16,199 b IR,2730 £ . 374,050 § 082 762
(12,4543 {11,451} [62,610% 133,148} (38.4612) (15,1213

{1,500 1454 (46,211} {4.968) 335,478 560,441

(35,2700 (271 %14) {420,000}
(35.270) (221,814) (420,000)

(16,650) (72,015)
{200, 0007 [1.300,000)
(216,650) {L372,015)

1,042 2304 433 165,554 154,395

- 1,042 244 5,411 105 S0h 134,395
(37,110} (219,418} 43907 443 (39418 [247,979)

7,10 264,190 169,412 203 264 505,331 TI3 4GS

H 3 &y 772 b 175,505 b 203,738 3 108,715 3 467 458
H bb54 8 117§ 016 % ages % 151554 % 1,013
L.158 36} 1047 03,94 162,519

[10,554) {11.440) {6:2,390) {11915) {20025) 1407

§ {1.900) % 1454 & (ae2lly § {45968) % 335478 % 959,641

ez independent auditor's report and aceompanying notes o the financial statements.



Geagraphic ‘BPW #L B &
E-911 Infurmaatun City uf Yilage of
Emergeocy Systems Litehflekl Junesville Tial
b1 BAS.7L3 5 148 % 3 2,108 A1
(626,451). (A26,4517
(131920 {25,553) (334,561
{B8.465) [17.33%) 1,047,674
21,753 21,753
{677,144}
21753 B55.431)
(A1.540) {31,650
(14,740) (41,465 (144,370)
{120,000 (119,500 (1,530,0{0)
{31 6407 1134, 740} (151,465) (2,106,510)
135 2 7 265,574
134340 131467 280,205
134 134,742 15],472 555079
(119,970} 4398 2 7 (1.05% 188}
{3,586) 20009 741 29 1,841,114
] {133,556) & 53497 % Tkl 5 21,928
] 041§ (18504 ¥ H 255,908
1d, 124 15124
{112,052) {142,052}
1,073,836
8222 1,549 (95.141)
L (83,405 § (17,355) % 3 1,147,674




COUNTY OF HILLSDAI L, MICITGAN

Combining Balance Sheet
Fiducizary Funds
December 31, 2008
Employce Sherilt
Trust & Laupd Policy Library Benciit Deparament
Ageucy Edueaiion Peoull Fines ‘L'rust Retirenteni Taizrl
Asacts
Cash and cash equivelens ¥ 094,375 £ J4,956 % 73,030 ¥ 100 ¥ 25,743 B10.224
LintAlitiey
Dt io other povermments 198,005 - - - 198,005
Undiseibuted recel e 496 370 14,026 75,050 140 15,743 G129
% 604,375 § 14856 L0580 % 100 ¥ 25,743 810,224

8ce independent auditer's report and accompanying notes to the financial statements.

- 55




COUNTY OF MLLSDALE, MICHIGAN
Statement of Net Assets { Covernmenial Funds Balance Sheet
Dirain Commizsion Compouent Unil

December 31, 2008
Dibt
Srovice Capligl
Draln Dl Lake Leyvel
Constructon Speclal T¥rain Speclal
Debit Ayyorymong Revolving Aggoazment
Asgely
Cash und cagh equivalaoig 3 1,950 g 268,077 L 11,586 % 67,336
Special awgegameni recelvable 245327 19,500
Nue fom other Mundg o
Capital pzsel, nel
] 1,960 g Ji4304 % 330,480 % 86,836
Liabllides )
Due to orther funds § 5 2752 % 3 1064
Advances from primory government 339,489
Daferred revenue 245,337 19,500
Long-term lishilities:
Toue within one year
Thue in mare than one year
"Tatal lisbililics - §73,250 334 489 21,564
Fund belances
Voreserved, undesignated {deficit) 1,964 {55,946) 65,272
Tetal fund bulunces (deficit) 1,944 (458,948) - 65272
H 1,96( b 514,304 5 330 489 5 86,836
MNct asscls
Invesed In capital assels, net of related debt
Unrastricred

Sez independent auditor's report and accompanying notes to the financial statements.



Internal

Prjecis Service
Dralo Siptexnent
Lake Tevel Draln Equipment of Net
Tevolying Construciion Reyalylng L'otal Adjusiments Asxsets
3 154t5 & - (AN 104000 & 473,814 % £ 473,314
204,827 264,427
2,064 ' 929,987 (329,987)
355,526 55,526 315 027 T7L,457
8 18,474 % 2,570 3 460,514 5 1,424,154 3 85,940 % 1,510,058
5 5 L 1 320037 % (329,587) %
18,479 357,968 157,968
264 827 {264,827)
18,478 - . B52 782 (59%4.814) 357,968
2,570 460,516 471,372 {471.371)
- 2570 460,516 ATL372 (471,371} -
¥ 18,4749 b 2,570 b3 460516 5 1,424,134
771,453 771,453
R0, 673 380,673

5 115213 8 L183,12
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COUNTY OF IIILLSDALE, MICBIGAN
Recanclliantion of Governmentil Fund Balance Sheet
Lo Statement of Net Asscis
Drain Commisgion Component nit
December 31, 2008

Fund balances - Governmental funds 3 471,372

Amounts reported for rovernmental aciivities in the stalcment of net assets
are diffcrent because:

Capital assets used in governmental aetivilies are not financial resources
and thereforc arc not reported in the funds. 415,927

Orther long-tenm ussets are not available ko pay current year expenditures and,
therefore, are not recorded in the funds.

Add - delerred revenie on long-term specical assessments receivable 264,827
Net assets of governmental astivities b 1,152§]26

Yee independent auditor's report and accompanying notes ta the financial statemens.
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COUNTY OF HILLEDALE, MICHIGAN
Statement of Activities / Governmental Funds Revenue,
Expenditures, and Changes in Fund Balances
Drain Commizssion Component Unit
For the Year Ended December 31, 2048

Thht
Serviee Caplral
Drain ' Dran Liake Level
Constrocton Spechul . Draln ¥ pecial
Iycht Assexsment Ecvolving Asscssmeut
MHuevenue .
Infercst revenue 3 10 % $,001 3 & 2,61t
Fouipreent reotuls
Other revenue . 370,350 474
Towl revenis 10 - 278,361 - 5045
Expenditures’ Expenses
Dehbi service:
Principal 11,000
Public works 355,144 28,7
Depreciation
Inlerest expense 381
Total expendinres/expensicd - 206,511 - 268,7M
toer ebanga in fund bolunces!
chege in nol el 10 11,340 (23,685}
tond bolaness £ nel wssels,
hegioning of yeur 1,950 (70,786) - BE.957
Fund balomees [ net assess,
{deficit) end of year b 1,964 g {58,946 % - 3 65,272

See independent auditor's report and accompanying notes to the financial statements,
B p p



Pryjects

Ktatement
Lake Level Pratn of Net
Revalving Cannirugtinn Total Adjustments Aygrly
¥ ) 4 2D 3 10,6472 3 2432 % 13,074
140,002 146,002
270,834 6,015 316,349
- i 281,478 18R, 449 459 525
11,000 (11,000)
1,347 283257 106,321 389,578
72,208 72,208
381 k}:3)
- 1,347 204 638 167,527 462,165
(1,32 (13,162) 20,972 4,160
- 3,897 24,018 1,120,348 1,144,366
3 - 5 2570 % 10,456 b 1,141,270 5 1,152,136
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COUNTY OI' NILLSDALE, MICHIGAN
Reconciliation of the Statement of Revennes, Expenditures
and Changes in Fund Balance ta the Statement of Actvities

Drain Commission Component Unit
Far the Year Ended December 31, 2008

Nedt change in fund valance - Governmental funds 5

Amounts reported for goveramentaf aetivities in the atatement of activities
are different becanse:

Governmenlul lunds reporl caprial outlays as cxpenditurcs. Howevar, in the
statement of activities, the cost of those asseis 15 allocaled over their estimated
uscful lives and reparted ag depreciation expense,

Deduct - dupreciation cxpense

Repayment of debt pringipal 15 an expondifure in the {fonds but oot in the statement
of rctivitien:

Add - Payment of debt principal

Revenues in the statement of activities that do not provide cuerent finoncial resources
are not reported as revenues in (e funds, but rather are deferred to the following
fiscal vear,

Deduct - change in deferred long-temm receivables

Internal service finds are used by manyygement to charpe the costs of certain activities,
such as infurance and other cenralized costs, to individual funds, The net revenue of
the Drain Equipment revolving intemnal service fund iy reported with 5nvemmemal
activities on the statetnent of net assets,

(132,162)

(9,172)

11,000

27,959

(8,865)

Change in net asscts of governmental activities 3

See independent anditor's report and accompanying notes to the financial statements. -

- 50 -
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Revenue
Interest revenue
Equipment rental
Other incame
Total revenne

Expenses
Curront
Puhlic works

Depreciation cxponse
Total expenses
Change in net assets

Net assets, beginning of year

Net assets, end of year

COUNTY OF HILLSDALE, MICHIGAN
Statcment of Revenue,
Expensex, and Changes in Net Assets
Drain Cammission Camponent Unit
Luternal Service - Drain Equipment Revolving Fund
For the Year Ended December 31, 2008

$ 2,432
140,002

18,056

160,490

106,321

63,034
169,355

(B.865)

469,381

b 460,516

Ses= independent anditor'y Teport and ACComMpanying notes to the financial statements.
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COUNTY OF HILLSDALE, MICHIGAN
SCHEDULE OF EXPENDITURES OF FEDERAL AWATRDS
FOR THE YEAR ENDED DECEMBER 31, 2008

Federal Grantor/ Federal Rueipts/
Pass-Through Grantor/ CFDA Rovenue Dishwrsenaents/
Propram Title MNumbor Reeaunised Expendlturas
U.E. DEPARTMENT OF_JUSTICE
Passed-through Michigan Department of State Palice :
OMNI Grant 16738 % 12,513 £ 12,513
U.5. DEPARTMENT OF TRANSIRTATION
Passed-throuph Mickigan Office of [lichway Safsty Planning
Operation Spollight Project 20.600 11,028 11,048
Youth Aleohol Enforeement 20.601 11,357 11,357
Child Safery Scats 20,602 3,692 1,992
Total Department of Transportation 26,397 26,397
Pussed-through the Department of Human Scrvices
Child Support Enforcement:
IV-T) Support Incentive 93.563 70,123 70,123
Friend of the Couri 93.563 379,658 379,655
Prosecoting Attorney 93.563 54,325 54,325
Total 115, Nicpartment of Mealth and Muman Services 504,103 504,103
U8, DEPARTMENT OF HOMELAND SECURITY
Passed-through Michigan Department of State Police
Emergency Management Performance Grant 97.042 5,815 5,R135
Passed-through City of Lansing
State Flomeland Security Grant Program 97.067 71,277 71,277
Total Department of Homeland Seeurity 77,062 77,092
TOTAL FEDERAT, FINANCIAT. ASSISTANCE 5 620,105 ] 620,105

The secampanying notes arc an integral part of these finunaial Slalements.
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COUNTY OF HILLSDALE, MICHIGAN

Index
Note to the Schedule of Expenditures of Federal Awards

For the Year Ended December 31, 2008

Note 1

Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the County of Hillsdale, Michigan, and is presented on the modified accrual
basis of accounting, The information in this schedule is presented in accordance with the
requircments of OMB Circular A-133, Audirs of Stares, Local Goveraments, and Non-
Profit Organizations.  Therefore, some amounts presented in this schedule may differ
from amounts presented in, or used in the preparation of, the fnancial statements.

-62-




[C
0,

faboume, March, Condon & Ca,, P.C, . o ] ‘
Cenilied Public Arcounlaots B - _‘ o T T
18 West Carleton Hoad

llsdale, Michigan 47242

Telephone: 51774300347

FAM: S17/449- 14504

INDEPENDENT AUDITOR?S REPORT ON INTERNAL CONTROL OVER FINANCIAL
RETORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

June19,2009 -

To the Board of Commissioncrs - IR
of the County of Hillsdale
Hillsdale, Michigun

We have andited the (inancial statements of the governmental activities, (he business-type activities, the
aggrogate discretely presented component units, each major fund, and the agsregate remaining fund
information of Hilisdale Coumty, Michigan, as of aud for the year ended December 31, 2008, and have
issued our report thereon dated Junc 19, 2009; our report was modified to include a reference to olher
auditors. Other andivors audited the finuncial statements of the Hillsdale County Road Commission (a
discrelely presented cotoponcot wnit), the Comtty Park lund (a special revermc fund type —
governmental type activity), and the Hillsdale Conty Medical Care Facilily, which is a major fund (a
blended component vmit — business type activity), as deseribed in our report on the County of Hillsdalc,
Michigan financial statements. This report does not include the results of the other auditors® testing of
mternal contn] over financial reporting or compliance and other matters that are reporied on separately
by those auditors. The financial statemertts of the Hillsdale Medical Care Facility, a major fund, were
not audited in accordance with Govemment Auditing Slandards. We conducted pur audit in
accordanse with audifing standards gencrally 'tcCGpted in the TUnited Staics of America and the

stanclards applicable to financial audits contained in (" avernment Audiving Srandards isgued by the
Comptroller Cieneral of the United States.

Internal Control (hver Financisl Reporting

In planning and performing owr audit, we considaed Hillsdale County, Michigan's inlemal control
over financial repurting as a basis for designing our auditing procedures for the purpose of expressing
our opmions on the finaneial statcmaents, but not for the purpase of cxpressing an opinion on the
cifectiveness of the County’s intermnal contro] pver nancial reporting. Accordingly, we do not EXPRESS
an apinion on the effectiveness of the anty 5 intemal control over ﬁnancml reporting,
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Onr consideration of intemal control over financial remrting wat for the Jimited pmpnscd describedin

the preceding paragraph and would not nooessarily identify all deficiencies or material weaknesses,
However, as discussed below, we identified certain deficiencies in internal eomtrol pver i'lnﬂl'll;‘.ldl
reportmg that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a conwol does not allow mmﬂge&h@.&nt or .
employecs, in the normal cowse of pedforming their assipned fimctions, to prevent or detect
misstatements on a timely hasis. A significant daficiency is a control deficicncy, or combination of
control deficiencies, that adversely affects the County’s ability to initiate, authorized, redord, process, or
report financial data tehably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the Cownty’s financial statements that is
more than inconsequential will not be prevented or detcoted by the Counly’s intemal control, We
consider the dsficiencies descnibed in the accompanying schedule of findings and questioned costs as
item 2008-1, to be a significant deficiency in internul umuo] over hmnmal TCpoTHng.

A material weaknm.s is u sigmificant deficiency, or wmbmauon of si gmf' cant dc.ﬂclmmcs that zesilis

in more than & remote likelihood that 2 materal misstatemen of the finaneial staterments w]_‘l_l ot be
presenied or dcte:cled by the County’s mtema'! control.

Onr ccmsideration of the internal control aver ﬁnmicial reporting was for the Limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencics in the intemal
control that might be significant deficiencies and, accordingly, would Dot necessarily disclose all
significant deficiencies that are also considered to be material weaknessas. However, we believe that
the significant deficiencies described above, and those reported in Section TV — pnor year findings, in
the aggrepate are material weaknesscs.

Compliance and Qther Matters

As purt of obtaining rcasounable assurance about whother Hillsdale County, Michigan’s finsmeint
statements arc free of material nisstatemcent, we performed tests: of its complisnce with eertain
pruvisions of laws, regulations, contracts and grant agreorments, noncompliance with which could have
a direet and material effect on the detennination of finaneial staterent amounts. lowever, providing
an opinion on compliance with thase provisions was nol an ohjective of our audif and, accordingly, we
do 1ot express such an opinion. 'The results of our tests disclosed instances of noncompliance or other
rmatters that are required to be reported under Government Auditing Standards, and which are desceribed
in the accompanying schedule of findings aud guestioned costs as items 2008-2, 2008-3, and 20084,

We noted certain matters that we reported 10 management of Hﬂlsda]e County in 8 separate letter dated
Tune 19, 2009.

The Counly’s responses to the findings identified in o Hle.lt are descnbe:d i the accompanvmg

schedule of findings and questioned costs. We did not andit the Connty’s 8 responses and, accordingly,
We exXpress no opinion on them.

This report is inlended solely for the information and use of the audit committee, management and
Federa! awarding agencics and pass-through entities and s not intended {o be and should not br: used
by anyone other than these spocificd parties.

Obue, Wonch, Qnton & Oo PL.

[
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(sbourne, March, Condon & Co., P.C,
{Cenificd Mublic Avenuntams

184 YWeat Casleron Ruad I

Hillsdule, Michigan 49747

Telelene: 517543059341

RAX: S17/4331R34

INDEPENDENT AUDITOR’S REPORT ON COMFPLIANCE WITH
REQUIREMENTS AI'PLICABLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OME CIRCULAR A-133

Junc: 19,2009 .
To the Board of Carmmissioncrs

of the County of Hillsdale
Hilisdale, Michigan

Compliance

Wo have audited the compliance of Hillsdale County, Mickigan (the "“(_‘,oﬁﬁtlj"”) with the types of

compliance requirements deseribed in the US. Office of Maragement and Budget (OMB) Civeular A-

133 Compliance Supplement that arc applicable to each of its major federal programs for the vear -

ended December 31, 2008. The County’s major federal programs are identifiedl o the summary- of
anditor’s results section of the accompanying schedule of findings and questioned costs. Compliance
with the rcqui:mnents of laws, regulations, contracts and grants applicable to each of its major fedeml
programs is the responsibility of the County’s managernent. Chur rr.:qmnmbﬂny 15 Lo CXPICss an Dpl‘l.‘l.lOIl
or the County's :nmphancc basced on our audit.

We conducted our audit of cornpliance in accordance with auditing standards generally accepted in the
United States of Amecrica; the standards applicable to financial audits contaimed in Gaovermment
Auditing Standardy, issued by the Comptroller General of the United Stateg; and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizaions. Those standards and OMB
Circular A-133 require that we plan and perform the sudit to obtain reasonable assurance about whether

noncomphiance with the (ypes of compliance requirernents refigred to above that could have a direct -

and material effect on a major federal programi occurred. An audit ineludes examining, on a test basis,
evidence about the County’s compliance with those requirernents and performing such nther
procedures as we copsidered necessary in the circumstances, We believe that our audit provides a

reasovable basis for our opinion,  Our audii does nat pmv:dc a legal determination on the County’s
complianee with thoge reqmremmf.s

~Tn our opinion, the County complicd, in all material respects, with the Tequirements referred to ubove

that are applicable 1o each of its major federal programs for the vear ended December 31, 2008,

ese



Internal Control Over Compliance

- The management of the County is responsible for esthlishing and maintaining effeetive internsl
control over compliance with the requirements of laws, rognlations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered the County’s intemal control
over compliance with the requirements that could have a direct and material effect on a major fedeml
program n order to determmme owr auditing procedures for the purpose of expressing our opinion on |
complhiance, bul not for the purpose of expressing an opinion on the effectiveness of internal control

over complianee.  Accordingly, we do not express an opmmn on the L[I'LLUVGI:L&SE of the Lonnty 5 .
internal coptrol over corplisnce.

A conirol deficiency in an entity’s mu.:nml comml over cnmphanu, ciists when the cl:.mg;n or cparahﬂn
of a control does not allow management or employess, in the nommal cowse of performing their
assigned functiops, 1o prevent or detect noncompliance with a type of compliance requirement of a
federal program on # umely basis. A vignificant deficiency is 2 cunitol deficiency, or combinaion of
vontrol deficiencies, that adversely affects the entity’s ability to administer a federal program such that
there ix more than a remote likelibond thal nencompliance with. a type of eompliance requirement of a

federal program that is more than inconsequential will not be prevented or detected by the County's
imternal eonirol, .

A material weakness is a significant deﬂhimcy, or combination of slglmfcaﬁf defici f:nclum that results |
n more than a remote likelihood that material noneorplisnes with a type of compliznce requirernent of
a federal program will not be prevented or detected by the County’s mtemal contral,

Our consideration of internal control over compliance was for the limited purpose described in ihe first
paragraph of this section and would not necessarily identify alt deficiencies in intumnal control that
might be significant deficiencics or malerial weaknesses, We did nol identify any deficiencies in
internal control over compliance that we consider (o be materal weakuesses, a5 defined above.

This reporl is intended solely for the information and use of the audit L:ommiftee,' management atgd
federal awarding aguncies and pass-through entities and is not intended 1o be and should not be used by
anyone other than thess specified partics,

Oubowsas, Warch, Gondos & G PC.
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COUNTY OF HILLSDALE, MICITEGAN

Schedule of Findings and Questioned Costs

For the Year Ended December 31, 2008

SECTION I - SUMMARY OF¥ AUDITORS® RESULTS

Financial Statements

Type of auditors’ report issned:

Internal contral aver financial reporting;
Material wealness(es) identified?

Significant deficiency(ies) identified not
considered 1o be material weaknesses?

Noncomplisnee material ta financial staternents noted?
Federal Awardy
Internal Control over major programs:

Material wcakﬁms(:s) identified?

Sigmificant defcicncy(ies) identified not
considered to be matenal weakncsses?

Type of auditor’s report issued on compliance
for major programs:

Any audit indings disclosed that are required
to be reported in accordance with
Circular A-133, Section 510{a)?

~-H/7-

ualified

X yes
__yes

K yes
_Yes
_ _ yes
Unqualified
N,

[

ne

none reported

e

none reported

o



COUNTY OF HIL1SDALE, MICHIGAN
Schedule of Findings and Questioned Costs (Continned)

For the Year Ended Decemher 31, 2008

SECTION I - SUMMARY OF AUDITORS’ RESULTS {Concluded)

TIdentification of major programs:
CFDA Number(s) Namc of Federsl Program or Cluster
03.563 f..‘lﬁld Support Enforcement
Dollar threshold used to distingnagsh
hetween Type A and Type B programa: 300,000
Auditee qualified a3 low-risk auditee? X ves _omo

SECTION I - FINANCIAL STATEMENT FINDINGS

2008-1 — Bank Accounts (Internal Contrals)

Criteria; The County is responsible for (he accouniing and reporting of all bank accounts in its
peneral ledger.

Conditon: During the course of our audit we noted that there were several decentralized checking
accounts that are not accounted for in the County’s general ledger (Gnancial books)
totaling approximately $132,000 relating to the following departments: Medical Care
Fagility, Depariment of Human Scrvices, and the District Couzt.

Cause: Historically, these identified bank accounts have been the responsibility of the respective
departments with no aversight of the Treasurer’s office.

Effect: As arcsult of this condition, the County’s acconnting records have besn misstated by
amounts material (© the financial statements and significant audit adjustments were
necessary in order Lo properly record cash,

View of Responsible
Officials: Bank accounts have been added to and reporied in the genernl ledger,
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COUNTY OF HILLSDALE, MICHIGAN
Schedule of Findings and Questioned Costs (Continued)

For the Year Ended Decemhber 31, 2008

2008-2 — Payment of Sick Time Earned (Compliance)

Criteria: Management is responsible for adhering to employee contracts approved by the County |
Commissioners.

Condition: During our audit we noted that the County Courthouse employee contract is silent’
regarding the payment of accumulated sick time eamed upon termination/tetiretnent.
However, we identified instances where payment was made for accumulated sick days
upon termination of employers from various positions.

Effect: Payments to terminating/retiring employees have been made {or accurnulated sick time
earned that do not appear to comply with the written contract.

View of Responsible

Officials: Contracl compliance will be adhered to in the fature.

2008-3 — Latc Subinission of Reparfing Package (Compliance)

Criteria: T.ocal units of govemment subject to (he Single Audit Act of 1984, as amended, are
required to ammually submit a date collection form and reporting package o the [edersl
clearinghouse withio 30 days after receipt of the auditor’s report, as outlined in OMB
Circular A-133 Sestion 320(d).

Condition: During our audit, we noted that the County had not submitted the data collection form and
reporting package for the (2) years ending December 31, 2006 and 2007,

Effect: The Michigan Department of Homan Services may impose sanctions due to
noncompliance with OMB Circular A-133 as stated in their contract agreements with the
HMillsdale Countty Friend of the Court and Prosecuting Attorney’s office.

View of Responsible

Officials: Submission of prior year forms will be made immediately.
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COUNTY OF HILLSDALY, MICHIGAN
Schedule of Findings and Questioned Costs (Continued)

For the Year Ended Tecember 31, 2008

20084 — Appropriation of Froperty Tax Collections (Compliance)

Criteria:

Condition:

Effect:

Countics arc statutorily mithorized w “anpropriate” funds for scnior programs, including
public or privale nonprofit corporations or organizations for the purposes of planning,
coordinating, evaluating, and providing services to older persons. “The Attomey (General
has held that any such appropriations to senlor colitics an: conbingent upon the retum of
consideration; i.c., there should be a contract setting the terms of (he appropriations and
stating the sepior services (o be provided by the entities.

During our audit we discovered that the County appropriated nropetty tax colleetions
during 2008 from a county wide senior services tax levy to a local senior services entity
absent a contract setting the terms of the services to be pravided,

Broperty tax monies appropriated did not comply with the Atiorney General’s opition.

View of Responsiblc

Officials:

County officials have retained an attorney {0 assist in drafling a contract for senior
SLrvices.

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Mo mattcrs were reporfed.

SECTION 1V - PRIOR YEAR FINDINGS

2007 -1 — Preparation of Financial Statements in Accordance with GAAP

Criteria:

_ 'T'he preparation of financial statements in accordance with GAAP is the responsibility of

the County’s management and requires intermal controls over both (1) recording,
processing, and summarizing accounting data (l.e., maintaining inlcrmal books and
records), and (2) reporting financial statements including the related footnotes (L.,
external financial reporiing.)
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COUNTY OF HILLSDALF, MICHIGAN
Schedule of Findings axnd Questioned Costs (Continuecl)

For the Year Ended December 31, 2008

2007 -1 - Preparation of Financial Statements in Accordance with GAAP (concluded)

Caondition:

Canse:

Effect;

As 15 {he case with many smaller and medium-sized cntities, the County has historically
rclicd on its independent external auditors Lo assist in the preparation of the financial
statements and Toolnoles as part of its external financial reporting process.  Accordingly,
the County's ability 1o prepare financial staternemts im accordance with GAAP is based, in
part, on its reliance on its exlermal audivors, who cannot by definition be considered a part
of the County’s intemal controls.

This eondition was caused by management’s decizion that it is more cost effective to
outsource the preparation of its annuzl financial statements to the auditors than to incur the

time and expense of obtaining the necessary training and expertise required for the County
to perform this task intcrnally.

As a result of this condition, the County lacks intermal controls aver the preparation of
financial statomicnts in accordance with GAAP, and imstead relies, m pari, on its oxtemal
awlitors [or assistance with this task.

View of Responsihle

Officials:

The County has evalnated the benefit of eslablishing intemal controls over the preparation
of finaneial stalements in accordance with GAAP, and determined that it is in the best
interests of the County o oulsource this task to its external auditors, and to carefully
review the draft financial statements and notes prior 10 approving them and accepting
responsibility for their content and presentation.

2007-2 — Audit adjustments

Criteria:

Conditon:

The County iz responsible for the reconeiliation of #ll general ledgar accounts to their
proper underlying balances for the purpose of creating a reasonably adjusted trial balance,
from which the basic financial statements are derived.

During the course of the audit, there were scveral adjusting journal entries posted 10 the
ariginal “‘adjusted™ trial balance we received. These entries were comprised of entrics
iniliaicd by both the County and the anditors, Specific and significant matcrial ilcms that
required correction mmcluded property tax revenue as well as accounts payable relating to
construction.
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COUNTY OF INELSDALF, MUICHIGAN
Schedule of Findings and Questioned Costs (Concluded)

For the Year Ended December 31, 2008

2007-2 — Audit adjustments (concluded)

Cause: The County’s internal controls did not detect all adjustments necessary to properly record
year-end balances,

Effect: As g result of this condition, the County’s accounting records were initially misstated by
amounts material to the financial stawments and significont audit adjustments were
necessary In order to praperly record revenue, receivables and deferred revenue related to
property taxes and accounts payable,

View of Responsible :

Officials:  Inthe future, proper accounting for general fand property taxes will be made.

2007 -3 — Trust and Agency fund accounting

Criteriaz

Conditon:

Cause:

Effect:

The Trust and Agency fund accounts for balanees held In & fiduciary or agency capacity.
Detail records supporting (hese balances shonld be maintained by the entity to achicve
proper intermal controls and to ensure that the related control secounts (general ledger
balances) are correct. “This is a responsibility of the govermrnent’s financial function.

In our tests of balances at December 31, 2008, we determined that certain balances of the
701 fond wore oot reconciled, and for those in which reconciliations were made,
differences between the peneral ledger accoumnt and supporting details were identified.
This is a repeat commert from the prior year.

This condition was caused hy the County’s inability to maintain the reconeiliations on g
timely basis.

As a result of this condition, the povernment lacks internal controls over the mairtensmee
of these accounis, and resuits in a possibility the underlying general ledger account will
have to he adjusted, with adjustments being financed by (or credited to) the general fund,

View of Responsible
Officials: The County will make every effort in 2009 to reconcile accounts of the ageney fund, and

to make any necessary adjustments thereto,
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Osbourne, Macch, Condon & Co, DG
Certified Public Accowaing

184 _Wz-u Cadetan Reael

Erllsdale, dichigon 49242

Telepliony: 3174139 £531

FAX- 517/3t-1844

June 19, 2009

To The Board of Commissionss
County of Tilldale

In planning and performing our audit of the financial statcments of the County of Hillsdale,
Michigan as of and for the year cnded December 11, 2008, in accordance with auditing
standards generally acoepted in the United States of America, we considered the County’s

intemal control over financial repcsrung (mtcmql r:.onnol) as a basis for designing our anditing
procodurss for the purpose of prrL.'-..'\mg our opinion on the Snancial statements, but not for the

pumpnse of cxpressing an opinion an the cffectiveness of the County's internal conlrol,

Accordingly, we do not express an opimivn on the celfectiveness of the County's intornal
cantrol

Qur consideration of internal control was for the limited purpose described in ihu-ﬁré;
paragraph and would not necessarily identify all deficiencies in intemal control that might be
significant deficiencies or material wedknosses.

A contrgl deficiency exisls when the design or operation of a contral docs not allow
managernent or employees, m the nomal course of performing their assipned functions, 1o
prevent or detect misstaturments on a timely basis. A significant deficiency is 2 control
deficiency, or combimation of control deficiencies, that adversely affects the entity’s ahility to
initiate, authorize, record, process, or report fnancal data reliably in accordance with penarally
accepled accounting principles such that there is more than a remote likelihood that a
missiatement of the entity’s Anancial statomenis that is more than inconscquential will not be
prevented or detecied by the entity's intemal contrl, A matenal weakness 15 3 significant
defcicncy, or combination of sighificant deficiencies, that results in more than a resnote
likelihood that a matedal oisstalement of |]1L (inaneial 3lalr:mml.s will not be prevented or
detected hy the entity’s inlernsl control.

The deficiencics we noted that we consider o be both significant deficiencies and material
wenknesses are described in the Schedule of Fmdmgq and Questioncd Costs in thc ('_,ou.m‘.y 5
Single Audit repert,

Other Mattoers

Murdng aur andit we becarne awéie' of matiers that are. uppdrluﬂﬁe.s fc::f sl:eﬁgﬂmmhg. intemnal
control and operating  efficiency.  The following summarizes our commcut.s and
recommendations regarding tose matters, ' :



County of Hillsdale : o June 19,2000
Hillsdale, Michigan o , . PageTwo

Payroll Approvﬁl {Repeat Comment)

During the course of our audit we noted that thers is no documented approval of the payroll
registers, The independent review and approval of payroll registers is on important inlemal
control, especially since the County's payroll expendimres are such a significant amount of
total exponses.  In order 1o enhance inmrna! controls in this area, we recommend thal an
appropriate individual review and approve the payroll repistor prior to the payroll cheels hemg
run, und that this review he documented.

Entries to Fund Balance Accounts 1&:pcntlgomm§nt}

We noted that thers continues to be mumerous charpes and credits posted to the beginning fund
balance or retained ¢amings accounts of nany funds throughout the year. These charges and
credits should be minimized and reserved for nrger prior period adjusoment snocunts. Most of
these lands of adjustmens which have listorically been coded direetly to the find
balance/retained eamings accounts should be coded 0 o revenne or expense aceount of the

current year for full disclosure and proper wacking, and o provide for g smoother clnamﬂ ot
and audit pracess.

Financial Policles and frocerlureis Mﬂ!ll;;:\l_mgpﬂ_t_ ,Qt_)mm_gﬁﬂ

In order to facilitae financial processes, and to provide guidance on varicus policies and |
rrocedures, we recomtmend thal the County consider preparing a complete financial policies
ane} procedurcs manmal.  This would provide guidance all in onc place on things such as
TArchasing procedurcs, receipt procoedurcs, capitalization policics, cte.

" OPER I ishility

The County, as well as other povernmental units which offer other post employment henefits
(bealh and lite insursnce benets to retirees, o “OPER™) are requirad 1o recond the annual cost
and liability for these benefils m the anoual financial statemerts, Tistodeally, povernmental
lnits, including the County, have been on a “pay as you go™ or cash basis 1o reflect thess costs
in their financzizl statements. This accounting treatment way in place for the County through the
fiucal year ended Ddecember 31, 2007. Effective, for fiscal year 2008, this now reporting
standard requites an actuarial determination ©f the funding requirements aAnd related Liability.

Asof Dueember3 1, 2008, the County had not implementad this new accouting siapdarl,. We
reenmmend mannpement work towards the implementation of the rvequired standard in
eorrectly report the cost of post cooployment benefits,

Irematn (0

During the cowrse of our audit we noted thar & principal payment on an installment contract was
paid in 2008 when the required due dute was scheduled approximately nine months Iater in
2004, Interndl controls did not prevent the ocourrence of Lhis prematare payment, [t appears as
thouph intemal coptrols are properly designed but weore not succossfully carried oul.  We
recommend management revicw the controla over debt oblipation payments, with those
charged with the responsibility for such pﬂymcnta., to cosure proper safepuarding and
managernant over cash flow
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Credit Cayds

Currently "the credit card policy states that the Countty Clerk s charged with issuing,
monitoring, and accountiog for credit cards uied by County departments. During the course of
our audit we identificd that there were several Filth-Third Bank credit cards isyued and
accounted for by the County Clerk. However, we identified additional credil cards used by
vanicus depatments that include Waliuart and Discover, There is oo record that these cards
were authotized or issued by the County Cledk, Furthermore, there are instancss whers
payment has buen made on these monthly eredit card staternenits withowt the subraission of
tsipls 1o support the charges made on account We recommend that management roview and
wadify its intermal contaly to cosvre complience with the credit cacd policy.

Financial Coordinator Position '

Histonically the Connty has tnaintained its gl‘:nt:ml'ludgt:r syslem (finuncial books) on the cash
busis of accounting, However, in recent years reparting requiremnents have become very
complex and the demand for immediate finuncisl mformation has beeome imperative in

managing operations. In light of these forces we recommend the County consider the
Tollowing:

1. The hiring of a financial coordinator who pOBSt‘:-bséb- aceounting, fmancial
and managerial expertiss o manage the Luumy 4§ aocounling and fmuum.ﬂ
reporiing (unctions,

2. Conversion from the cash basis :::f accounting to full accmzﬂ
We belicve the above will eliminate a Signiﬁcam smowunt of ineffciencies, provide on-time

financial mformation o managoment and the goveming body, and streamline the County’s
accouing sysiom,

Civenit snd Districl Court State Audits

During the year the State of Michigan audited the Circnit and District Conrt's internal controls.
As pant of our audst we road throuph the reports ssoed by the State and noted munorous
findings idemtificd by the Staw of Michipan's audit. Many of the findings relate to basic
internal control procedures, We ecommend the County adhers to the recommendations

reported by the State of Michigan to mitigate the rigk of emers or fraud m the Ccunty 5

op:raucns

CPMIM.M-J&?&.
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T the Board of Cnmmm,u)ners
Hillsdale County

We have audited the fnancial statements of the govermmental aclivities, the business-lype

activities, the aggrepate discretely presented component wnits, each major fond, and the
aggregate remaimng fond information of the County of Hillsdale (the “County™) for the year

ended December 31, 2008, and have issued our report thereon dated June 19, 2009,

Profcssional standards require that we provide yon with the followmg information related to
ux audit

Our Resmmgihmtymgg_mpg Standards Generallv Accepted in the Tnited States of
Amcrica apd OMY Clrenlar A-133

As wated in our engagemenl leer dated April 15, 2009, onr reslmnsibjﬁty, as described by

professional standards, is to express opinions aboul whether the financial statements proparced
by management with your aversight are fairly presented, in all material respects, in conformity
with accounting principles generally acoopied in the United States of Amenica. Cur audil ml‘ﬂ-m
fimaneial statements does not relieve yvou or manggement of your responsibilitics,

In plunning and performing our andit, we couside:e:d the County’s infernal control over
finanviul reporting in order to determine our auditing procedures for the purpose of expressiog
our opinions on the financial staterments and oot o provide assurance on the internal control
over financial reportng. We alse considered intemal control over compliance with
requirements that could havo a direct and material effect on a major federal program in order o
detetmine our auditing procedures for the pumpose of expremsing owr opinion on compliance

and to test and report on intemnal conirol gver comphauce in accordancy w:th OMB (,m,ulcu' A

133,

Ay parl of qhtaiﬁing rezsopable assurance about - whethgr the Couniy's fimancial

statements e free of material misstatement, we performed tests of its compliance with
certain provisions of laws, repulations, contracts and grante, noncompliance with which
could have a diregt and matedal efféct on the delemninadon of Onapcial stutement

smonmts. [owever, praviding an opinion on eompliance with those provisions was not’

an objective of our audit. Also, in accordance with OMB Circular A-133, we examined,
on u test basis, ovidenes aboul the County's compliance with the types of compliancs
requirements described in the IS, Office of Monagement and Rudpet (OMR) Civoulpy
A-133 Complianoe Xupplemeant applicable to each of iis major federa! programs for the
purpose of expressing an opinion on the Cownry's compliance with those requirements.
While our audit provides a reazonable bagis for our opinion, it does not pmwdc a legyl
determination on the Counry s compliance with thase requirements.

N
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FPlanned Scope and Timing of tlie Audir

We performed the audit according to the planned seope and timing previously comrmunicated
10 You m our meeting gbout planning matters on April 16, 2009,

Significant Audit ¥
Cucd) Hm‘w Aspects of Acca wnting Practices

Manpgement is rospomsible for the selection snd use of nppmpnﬂtc accounling policics. In
accordmmce wilh the terms of our enpagement letler, we will advise manspement about (he
appropratoness of aceounting policies and their application.  The sipmificant accounting
policies usad by the County arc described in Mote 1 to the finageial stulements. No new
aceounting policies wore adopted and the application of existing policies was not changed
during the ysar. We noled no transactions entered into by the County during the vesr for which
there is & lack of suthoritative guidance or congensns, Thers arc no significant transactions that

have been recognized in the financial statemaents in 2 different period than when the tmn_'«.acuon
orenred,

Accomnting estimares are an integral part of the financial statemants prepared by management ’
and are based on management's knowledge and experience sbow past and current evens and
agsumptions about future events. Certain accounting estimates are perticularly sensitive
becauss of their significance o the financial statements and because of the possibility that

future events affecting them may differ significantly finm those eapected. The most scusitive
crtimates affecting the financial statements were;

*  Management's estimate of the useful lives of deprecinble capital assets 15 based on the
length of Gme it {4 hehieved that those assats will provide some economic benefit in
ihe fulure,

= Management's estimate of the accrued compensated shsences is based on current
howirly mates and policies regarding payment of sick and vacation bunks,

Management’s estimate of the iInsurunce cluims ineurred but not reported iz bazed an

information pravided by the Lnllly % third parly administrators and subsequent claims
activity,

We evaluated the key factors assumptmns used 1o dcw..lcp these estimates in dcmrmmmg thal
they ara reasonable in relation w the Ansncisl sletements biken us o wholc,

The fipancial statements may be alfected by unusual imneactions, including nonrccorming
transactions. There were na significant or wmsual fransactions noted during te year,

Difficulties Encowntered in Performing the Audit

‘We encountersd no significant difficultics in doaling with management th performing and
cormpletag our awdit other than delays in haing provided requested accovnbng information,
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Corrected and Uncwrrected Misstalemenis

Professional standards require us to accumolats all known and kely misstatements idenified
during the andil, other than thoss that are trivial, and commnnicate them to lhe appropriate level

of management  The following material misstatements detected as 4 result of audic procedures
were cormected by manageiment:

1.  Adjusiments to property taxes and thé related receivables and defemals
2. Intercst and other various recaivablos '

3. Carrection 1o several fimd balarices

4,  Ulnrecorded cash accounts

Manapement hag nut however, détermined the cast related 1o post employment benefits
required by mew avwounting sandards that became effective for the 2008 year. The |
mizstaternent remlting from the ornission of these costs 18 niot yet reasonshly detarminable.

Pisagreements with Management

Fer purposes of this letrer, professional stendards define a disagreemont with vanagement as 3
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that ¢could be significant w0 the financial staternents or tae auditor's report. We are pleased 1o
report that no such disagreements arose during the course of onr audit

Manngement Representations

We have requested certain representations - from ma.nagbmcnl that sre inciuded 'in the
management representation letter dated June 19, 2009

Management Consultations with Cher Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
aceounting matters, sinilar lo oblaining a *sccond opinion’ on certam &ituations, I a
comAultation involves application of 4o accounting principle to the Eotity’s financial stulerozots
at a determination of tho type of auditor’s opinion that may be expressed on those staterments,
our professional standards require the consulting accountent to check with us to detenmine that

the consultant hag all the relevant facts. To our knowlzdge, there were no such consullations
with other accountants,

Other Audit F Iﬁd:'ng.w or Issucs

We zemetally discuss & varicty of matters, including the application of acconnting pribciples
and auditing stmdarde, with manapement cach year pror to retention as the govemmental
nnit’s audilors, However, these discussions occurred in the normal course of our professional
relationship and our responses were not s condition ta our Tetention.

Thic mformation is intended solely for the use of the govering body and msnapement of

Hillsdale County and'is nol intended W be and should not be used by anyone other than these
speuificd partics.

MMMJ&F&

~ Certified Public Accounlanis



