STATE OF MICHIGAN

JENNIFER M. GRANHOLM, Governor

DEPARTMENT OF TREASURY

ﬂf JAY B. RISING
State Treasurer

D T MA GOk

GOGERL ' ’k |

| copriwa
1

_ [ ; 5 CHONM CRAFT TR
T — | BaCKMECH | | " IEr——
- = el A AL
\‘ CELTA |
o | PRESDUE 16LE
Q .:_ L [ t_‘l'l:tru.¢| “ﬂl;\' 'ir ALFENA
ANTHIN
o ! : I
; 1 |
. T
LEFLAtwAL "«- KALLASEL n.l.w.rc.:l aECpaa | oA
ERAND | :
Itu:l!l L . | !
Report on , i ; I
Examination IumnluF WENFORT | MSRAUNRE] T wﬂ&ﬁ_r TioEce

|
H . I |
| ' | !
COUNTY OF ONTONAGON VATER | AR :_—-;u:"ﬁ'l—:..i-— T | anias
| | | I T
i

- | By
September 30, 2003 SetanA TRPATIG RO | SAwATY” | WGARD
1 | ‘ !
| |
O ! | - =i Feed
diion, S wGNTEALR "'_ut',upm'-i paswaw |
- | _ | |
e ! | ; AN u...m
s i I i = J CGENESET |
P T = oni |I ELMTON .suumfmi
I | - '
: | ! A
i | : i L oasanm

‘wilEasm [edanr | parom i- OHAN | ._,WGS'&N'
1
| ! I
— e i i, . el 5 i o — e 1y
SRR CARE |] BT JOBAMH,  BRANCH | MLLEDLE ,  LERAWER | b I
H i 1
! | | !

- — s h— e — i —— — .1 e - -

Local Audit and Finance Division
Bureau of Local Government Services

TUSCOLE



Total Number of Copies Printed: 37
Total Cost: $97.17
Cost Per Copy: $2.63

Amount included in contract costs
charged to local unit.



Hubert Lukkari

Joseph Moskwa

Joseph D. Zeleznik
Probate Judge

Diana J. Killoran
Treasurer

John Gravier
Sheriff

ONTONAGON COUNTY

BOARD OF COMMISSIONERS

Joan V. Antila
Chairperson

COURT JUDGES

Roy D. Gotham
Circuit Judge

OTHER ELECTED OFFICIALS

Judith D. Roehm
Clerk and Register of Deeds

COUNTY POPULATION--2000
7,788

STATE EQUALIZD VALUATION--2003
$268,161,692

Louis J. Paulman

John E. Pelkola

Anders B. Tingstad
District Judge

James R. Jessup
Prosecuting Attorney

William Turin
Mine Inspector



STATE OF MICHIGAN
JENNIFER M. GRANHOLM DEPARTMENT OF TREASURY JAY B. RISING
GOVERNOR LANSING STATE TREASURER

December 10, 2003

Ontonagon County Board of Commissioners
Ontonagon County Courthouse

725 Greenland Road

Ontonagon, Michigan 49953

Independent Auditor’ s Report

Dear Commissioners:

We have audited the accompanying general purpose financial statements of Ontonagon County,
Michigan, as of and for the year ended September 30, 2003, as listed in the Table of Contents.
These general purpose financia statements are the responsibility of Ontonagon County’s
management. Our responsibility is to express an opinion on these general purpose financia
statements based on our audit.

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

In our opinion, the general purpose financial statements, referred to above, present fairly in all
material respects the financial position of Ontonagon County, as of September 30, 2003 and the
results of its operations and the cash flows of its proprietary fund types for year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have aso issued our report dated
December 10, 2003 on our consideration of the Ontonagon County’s internal control over
financial reporting and our test on its compliance with certain provisions of laws, regulations,
contracts and grants.

Our audit was performed for the purpose of forming an opinion on the general purpose
financial statements of Ontonagon County, taken as a whole. The accompanying Schedule of
Expenditures of Federal Awards and the Schedule of Findings and Questioned Costs (Schedule

LOCAL AUDIT AND FINANCE DIVISION - P.O. BOX 30728 - LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury - (517) 373-3227



Ontonagon County
December 10, 2003

Page 2

1 and Schedule 2) are presented for purposes of additional analysis as required by US Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not a required part of the general purpose financial statements. The
accompanying supplemental and related information in Exhibits F through N are presented for
purposes of additional analysis and is not a required part of the general purpose financial
statements of Ontonagon County. Such information has been subjected to the auditing
procedures applied in the audit of the general purpose financia statements and, in our opinion,
Is fairly stated in all materia respects in relation to the general purpose financial statements,
taken as awhole.

-7
/ "
C— ./ P

Cary Jay Vaughn, CPA, CGFM
Audit Manager
Local Audit and Finance Division
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ONTONAGON COUNTY
COMBINED BALANCE SHEET

ALL FUND TYPES, ACCOUNT GROUPS AND
DISCRETELY PRESENTED COMPONENT UNITS

September 30, 2003

ASSETS

Cash and Cash Equivalents
Receivables
Taxes--Delinquent
Accounts
Interest
Economic Development Loans
Due From Local Units
Due From State
Due From Other Agencies
Due From Employees
Inventories (At Cost)
Prepaid Expense
Advances to Other Funds
Property, Plant and Equipment
Net of Accumulated Depreciation
Amount to be Provided for Retirement
of Genera Long-Term Debt

Total Assets

LIABILITIESAND FUND EQUITY

Liabilities
Accounts Payable
Redemption Certificate Fees Payable
Due to Schools
Due to Townships
Dueto Villages
Dueto State of Michigan
Undistributed Interest
Undistributed Penal Fines

EXHIBIT A

PROPRIETARY FIDUCIARY TOTAL TOTAL

GOVERNMENTAL FUNDS FUND FUND ACCOUNT GROUPS (MEMORANDUM COMPONENT UNITS (MEMORANDUM
ONLY) ONLY)
Trust General General Economic
Specia Enterprise and Fixed Long-Term Primary Road Development Reporting
General Revenue Fund Agency Assets Debt Government Commission Corporation Entity

$ 164,008 $ 1,459,284 $ 11,962 $ 380,003 $ 2,015,257 $ 518,728 $ 183211 $ 2,717,196
13,789 351,309 365,098 8,089 373,187
12,287 1,540 13,827 36,983 50,810
1,001 1,001 1,001
260,700 260,700 260,700
98,174 98,174
111,876 83,188 195,064 475,060 670,124
20,033 20,033 20,033
(221) (221) (221)
1,029,255 1,029,255
9,164 2,615 11,779 62,641 74,420
250,000 250,000 250,000
$ 3,252,531 3,252,531 3,052,278 6,304,809
$ 280,364 280,364 564,780 845,144
$ 568,870 $ 1,819,075 $ 364,811 $ 379,782 $ 3,252,531 $ 280,364 $ 6,665,433 $ 5,845,988 $ 183211 $ 12,694,632
$ 64,022 $ 13,790 $ 77,812 $ 259,699 $ 337,511
$ 337 337 337
$ (4431 (4,431) (4,431)
) 1,741 1,741
1,854 1,854 1,854
18,725 351,478 370,203 370,203
91 91 91
18,184 18,184 18,184



ONTONAGON COUNTY EXHIBIT A
COMBINED BALANCE SHEET (CONTINUED)
ALL FUND TYPES, ACCOUNT GROUPS AND

DISCRETELY PRESENTED COMPONENT UNITS

September 30, 2003

PROPRIETARY FIDUCIARY TOTAL TOTAL
GOVERNMENTAL FUNDS FUND FUND ACCOUNT GROUPS (MEMORANDUM COMPONENT UNITS (MEMORANDUM
ONLY) ONLY)
Trust General General Economic
Special Enterprise and Fixed Long-Term Primary Road Development Reporting
General Revenue Fund Agency Assets Debt Government Commission Corporation Entity
Liabilities (Continued)
Undistributed Tax Collections 397 397 397
Accrued Liabilities 57,682 25,757 83,439 54,067 137,506
Stumpage Deposits Payable 200 200 200
Other Trust Items Payable 10,468 10,468 10,468
Advances-State of Michigan 52,000 52,000 411,745 463,745
Deferred Revenue--Taxes 13,789 13,789 8,089 21,878
Deferred Revenue--Other 286,161 286,161 286,161
Deferred Revenue--Forest Road Funds 382,972 382,972
Loans Payable $ 160,598 160,598 160,598
Advances From Other Funds 250,000 250,000 250,000
Vested Employee Benefits Payable 119,766 119,766 564,780 684,546
Total Liabilities 135,493 396,633 250,337 379,782 $ - 280,364 1,442,609 1,681,352 $ - 3,123,961
Fund Equity
Investment in General Fixed Assets 3,252,531 3,252,531 3,052,278 6,304,809
Retained Earnings
Unreserved 114,474 114,474 114,474
Fund Balance
Reserved for
Long-Term Advances to Other Funds 160,000 160,000 160,000
Family Counseling 1,548 1,548 1,548
Economic Development Grants and Loans 642,156 642,156 642,156
Self-Insurance 121,998 121,998
Inventory 1,029,255 1,029,255
Building Renovations 54,606 54,606
Unreserved/Undesignated 271,829 780,286 1,052,115 (38,895) 128,605 1,141,825
Total Fund Equity 433,377 1,422,442 114,474 - 3,252,531 - 5,222,824 4,164,636 183,211 9,570,671
Total Liabilities and Fund Equity $ 568,870 $ 1,819,075 $ 364,811 $ 379,782 $ 3,252,531 $ 280,364 $ 6,665,433 $ 5,845,988 $ 183211 $ 12,694,632

The Notesto Financial Statementsare an integral part of this statement.



ONTONAGON COUNTY EXHIBITB
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES--ALL GOVERNMENTAL FUND TYPES

AND DISCRETELY PRESENTED COMPONENT UNITS

For the Fiscal Year Ended September 30, 2003

TOTAL TOTAL
(MEMORANDUM COMPONENT UNITS (MEMORANDUM
GOVERNMENTAL FUNDS ONLY) ONLY)
Economic
Special Primary Road Development Reporting
General Revenue Government Commission Corporation Entity
Revenues
Taxes $1,441,448 $ 228,448 $1,669,896 $ 744,679 $2,414,575
Licenses and Permits 3,598 3,598 3,598
Federal Grants 194,092 152,833 346,925 30,579 377,504
State Grants 483,244 276,837 760,081 2,481,365 3,241,446
Contributions/Local Units 127,066 $ 1,619 128,685
Charges for Services 318,895 158,504 477,399 1,770,688 1,397 2,249,484
Fines and Forfeits 3,192 29,832 33,024 33,024
Interest and Rentals 20,363 26,287 46,650 16,502 3,270 66,422
Other Revenue 78,304 418,557 496,861 36,555 12,205 545,621
Total Revenues 2,543,136 1,291,298 3,834,434 5,207,434 18,491 9,060,359
Expenditures
Current
Legislative 29,919 29,919 29,919
Judicial 364,310 9,760 374,070 374,070
General Government 716,328 716,328 716,328
Public Safety 654,313 97,502 751,815 751,815
Public Works 13,988 395,655 409,643 4,913,093 5,322,736
Health and Welfare 124,486 762,419 886,905 75,344 962,249
Recreation and Cultural 22,842 28,108 50,950 50,950
Other 715,011 728 715,739 715,739
Capital Outlay 72,602 1,175 73,777 579,626 653,403
Debt Service
Interest 8,118 8,118 8,118
Total Expenditures 2,721,917 1,295,347 4,017,264 5,492,719 75,344 9,585,327
Excess of Revenues Over
(Under) Expenditures (178,781) (4,049 (182,830 (285,285) (56,853) (524,968)
Other Financing Sources (Uses)
Operating TransfersIn
Primary Government 222,698 32,000 254,698 103,000 357,698
Operating Transfers (Out)
Primary Government (32,000) (18,698) (50,698) (50,698)
Component Unit (103,000) (103,000 (103,000)
Total Other Financing Sources (Uses) 190,698 (89,698) 101,000 - 103,000 204,000
Excess of Revenues and Other
Sources Over (Under)
Expenditures and Other Uses 11,917 (93,747) (81,830) (285,285) 46,147 (320,968)
Fund Balance--October 1, 2002 421,460 1,516,189 1,937,649 1,397,646 137,064 3,472,359
Fund Balance--September 30, 2003 $ 433,377 $1,422,442 $1,855,819 $1,112,361 $183,211 $3,151,391

The Notesto Financial Statementsarean integral part of this statement.



ONTONAGON COUNTY

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND

CHANGESIN FUND BALANCES--BUDGET AND ACTUAL
GENERAL AND SPECIAL REVENUE FUNDS
For the Fiscal Year Ended September 30, 2003

Revenues
Taxes
Licenses and Permits
Federal Grants
State Grants
Contributions From Local Units
Charges for Services
Fines and Forfeits
Interest and Rentals
Other Revenue

Total Revenue

Expenditures

Current
Legidative
Judicial
General Government
Public Safety
Public Works
Health and Welfare
Recreation and Cultural
Other

Capital Outlay

Debt Service

Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sources (Uses)
Operating Transfers In
Primary Government
Operating Transfers (Out)
Primary Government
Component Unit

Total Other Financing Sources (Uses)
Excess of Revenues and Other
Sources Over (Under)
Expenditures and Other Uses
Fund Balance--October 1, 2002

Fund Balance--September 30, 2003

The Notesto Financial Statementsare an integral part of this statement.

GENERAL FUND

EXHIBIT C

SPECIAL REVENUE FUNDS

Variance Variance
Favorable Favorable
Budget Actua (Unfavorable) Budget Actual (Unfavorable)
$1,440,130 $1,441,448 $ 1,318 $ 226,724 $ 228,448 $ 1724
3,150 3,598 448
201,274 194,092 (7,182) 156,695 152,833 (3,862)
509,122 483,244 (25,878) 270,690 276,837 6,147
305,830 318,895 13,065 154,874 158,504 3,630
2,250 3,192 942 29,832 29,832 -
17,288 20,363 3,075 25,968 26,287 319
81,793 78,304 (3,489) 247,244 418,557 171,313
2,560,837 2,543,136 (17,701) 1,112,027 1,291,298 179,271
31,171 29,919 1,252
378,249 364,310 13,939 9,200 9,760 (560)
734,206 716,328 17,878 500 500
671,911 654,313 17,598 136,681 97,502 39,179
15,326 13,988 1,338 420,320 395,655 24,665
128,336 124,486 3,850 588,606 762,419 (173,813)
22,691 22,842 (151) 28,108 28,108 -
726,041 715,011 11,030 4,478 728 3,750
82,745 72,602 10,143 25,433 1,175 24,258
8,118 8,118 -

2,798,794 2,721,917 76,877 1,213,326 1,295,347 (82,021)
(237,957) (178,781) 59,176 (101,299) (4,049) 97,250
223,969 222,698 (1,271) 32,000 32,000 -
(34,000) (32,000) 2,000 (19,084) (18,698) 386

(103,000) (103,000) -

189,969 190,698 729 (90,084) (89,698) 386
(47,988) 11,917 59,905 (191,383) (93,747) 97,636
421,460 421,460 - 1,516,189 1,516,189 -
$ 373,472 $ 433,377 $ 59,905 $1,324,806 $1,422,442 $ 97,636




ONTONAGON COUNTY

COMBINED STATEMENT OF REVENUES, EXPENSES
AND CHANGESIN RETAINED EARNINGS

PROPRIETARY FUND TYPE

For the Fiscal Year Ended September 30, 2003

Operating Revenues
Interest and Penalties on Taxes

Total Operating Revenues

Operating Expenses
Supplies and Postage

Total Operating Expense

Net Operating Income Before Operating Transfers
Operating Transfers (Out) to General Fund

Net Income (Loss)

Retained Earnings--October 1, 2002

Retained Earnings--September 30, 2003

The Notesto Financial Statementsare an integral part of this statement.

EXHIBIT D

Enterprise
Funds
$ 110,229

110,229

4,213
4,213
106,016
(204,000)
(97,984)
212,458

$ 114,474



ONTONAGON COUNTY

COMBINED STATEMENT OF CASH FLOWS
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

PROPRIETARY FUND TYPE

For the Fiscal Year Ended September 30, 2003

Cash Flows From Operating Activities
Interest and Penalties on Taxes
Operating Expenses
Delinquent Taxes Purchased
Delinquent Taxes Collected
(Increase) or Decrease in Other Receivables
Increase or (Decrease) in Other Payables

Net Cash Provided by Operating Activities

Cash Flows From Noncapital Financing Activities
Advances From Other Funds
Return of Advances From Other Funds
Transfers (Out)

Net Cash Provided by Noncapital Financing Activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents--October 1, 2002

Cash and Cash Equivalents--September 30, 2003

Reconciliation of Operating Income to Net
Cash Provided by Operating Activities
Operating Income (L 0ss)

Adjustments to Reconcile Operating Income
to Net Cash Provided by Operating Activities
(Increase) Decrease Receivables
Delinquent Taxes Receivable
Forfeiture Certificate Fees Receivable
Increase (Decrease) in Liabilities
Redemption Certificate Fees Payable

Net Cash Provided by Operating Activities

The Notesto Financial Statementsare an integral part of this statement.

EXHIBIT E

Enterprise
Funds

$ 110,229
(4,213)
(655,548)
694,480
(298)
130
144,780
515,000
(550,000)
(204,000)
(239,000)
(94,220)
106,182

$ 11,962

$ 106,016

38,932
(298)

130

$ 144,780



ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE A--FINANCIAL REPORTING ENTITY

Ontonagon County is a municipal corporation governed by an dected five member board of
commissoners. In accordance with generaly accepted accounting principles and Governmenta
Accounting Standards Board (GASB) Statement No. 14, "The Financid Reporting Entity," these financid
Satements present the county (the primary government) and its component units. The criteria established
by the GASB for determining the reporting entity includes oversight responsbility, fisca dependency and
whether the financid statements would be mideading if data were not included. The component units
discussed in Note B are included in the county's financia reporting entity because of the significance of
their operationa or financid relationships with the county.

The component unit columns in the combined financid statements include the financid data of the
Ontonagon County Road Commission and the Ontonagon County Economic Development Corporation
(EDC). Thesefinancid statements are reported in separate columns to emphasize that they are legdly
separate from the county.

Discretdly Presented Component Units

The Ontonagon County Road Commission, which is established pursuant to the County Road Law (MCL
224.1), is governed by a three member board of county road commissioners appointed by the county
board of commissioners. The Road Commission may not issue debt or levy property taxes without the
county's gpprova. The Road Commission's property taxes are levied under the taxing authority of the
county, as approved by the county eectors, are included as part of the county's total tax levy and are
reported in the county Road Fund.

The Ontonagon County Economic Development Corporation (EDC), was established in 1976 pursuant
to the provisons of Public Act 338 of 1974, asamended. The EDC isinduded as part of the Ontonagon
County entity for financid reporting purposes because its board is gppointed by the Ontonagon County
Board of Commissonars. A sgnificant portion of its operating budget is funded by county appropriations.
The EDC may not issue debt without the county's gpprova and the EDC administers the County's
Economic Development Revolving Loan Fund established by Federd grantsto the county. The financid
gtatements of the County Economic Development Corporation are included in the specia revenue fund

category.

Complete audited and/or unaudited financid statements of the individua component units can be obtained
from their respective adminidrative offices or from the county clerk's office at the courthouse.



ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE A--FINANCIAL REPORTING ENTITY (Continued)

Adminidrative Offices

Ontonagon County Economic Development Corporation
Ontonagon County Courthouse

725 Greenland Road

Ontonagon, Michigan 49953

Ontonagon County Road Commission
415 Spar Street
Ontonagon, Michigan 49953

Jointly Governed Organization--Digtrict Hedth Department

Ontonagon County, in conjunction with Baraga, Gogehic, Houghton and Keweenaw counties, has created
the Western Upper Peninsula District Health Department under the authority of the Public Health Code.
The Didrict Hedlth Board is composed of two members from each of the counties who are gppointed by
each participating county board of commissoners. All of the financid operations of the Didrict Hedth
Department are recorded in the records of Houghton County as a discretely presented component unit.
The funding formula gpproved by the member counties is based pro rata on each unit's population and
State equdized vauation to the digtrict's population and vauation. Member counties percentages and
dollar share of the net operating budget for 2003 were:

Ontonagon 13.80% $ 31,057
Baraga 11.50% 25,882
Gogebic 27.20% 61,215
Houghton 43.70% 98,348
K eweenaw 3.80% 8,552
Total 100.00% $225,054

Ontonagon County's 2003 actual appropriation to the District Hedlth Department was $17,978 as the
counties of Ontonagon, Gogebic and Houghton reduced their budget alocations to amounts less than the
gpproved funding formula. An additiona $4,763 was appropriated from the State-shared cigarette tax
revenues.



ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE A--FINANCIAL REPORTING ENTITY (Continued)

Jointly Governed Organization--Community Mental Hedlth Authority

Ontonagon County, in conjunction with Baraga, Houghton and Keweenaw counties, has created the
Copper Country Mental Hedlth Services Board, which isacommunity mental health organization defined
in the Menta Hedlth Code, MCL 330.1001, et seq., as amended, (Code). During 1996, the jointly
created board became a community menta health authority under Section 205 of the Code in accordance
with the Urban Cooperation Act. The Copper Country Community Mental Health Services Authority
Board is composed of 12 members gpportioned between the member counties on the basis of population.
The board appointments are gpproved by their respective county board of commissioners. All of the
financia operations of the Menta Hedlth Authority are recorded in the records of Houghton County as
adiscretey presented component unit. The funding of the Mental Hedlth Authority operations by the
member counties is based on an agreement between the Menta Health Board and member counties,
which provides for single annua gppropriations to provide for State inditution inpatient costs and mental
health program costs.

The board approved member county appropriations for 2003 were as follows:

Ontonagon $ 48,814
Baraga 33,795
Houghton 164,495
K eweenaw 8.500
Total $255,604

Ontonagon County's 2003 appropriation to the Mentd Health Board was $48,814.

NOTE B--DESCRIPTION OF FUND TYPES

Basis of Presentation

The accounts of the government are organized and operated on the basis of funds and account groups.
A fund is an independent fiscd and accounting entity with a self-badancing set of accounts. Fund
accounting segregates funds according to their intended purpose and is used to aid management in
demongtrating compliance with finance related lega and contractud provisons. The minimum number of
funds are maintained consistent with legal and manageria requirements. Account groups are areporting
device to account for certain assats and liabilities of the governmenta funds not recorded directly in those
funds.



ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE B--DESCRIPTION OF FUND TY PES (Continued)

The financid activities of the county are recorded in separate funds and account groups, categorized as
follows

GOVERNMENTAL FUNDS

Generd Fund

Thisfund is used to account for dl financid resources except those provided for in another fund. Revenues
are primarily derived from property taxes, State and Federd aid, and charges for servicesto provide for
the adminigtration and operation of: (1) generd county governmental departments, boards and
commissons, (2) court systems, (3) law enforcement; and (4) hedth, welfare and medicd assgance. The
fund includes the generd operating expenditures of the county.

Specid Revenue Funds

These funds are used to account for specific revenue (other than special assessments, expendable trusts,
or mgor capita projects) derived from State and Federa grants, generd fund appropriations and charges
for services which are to be expended for specific purposes as dictated by legd, regulatory or
adminigrative requirements.

PROPRIETARY FUNDS

Enterprise Funds

These funds account for operations. (@) that are financed and operated in a manner Smilar to private
business enterprises where the intent of the governing body is that the costs (expenses including
depreciation) of providing goods or services to the genera public on a continuing basis be financed or
recovered primarily through user charges, or (b) where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and/or net income is gppropriate for capitd
maintenance, public policy, management control, accountability or other purposes. The principa operating
revenues of the ddinquent tax fund are collection fees for ddinquent taxes. All revenues and expenses
not meeting this definition are reported as non-operating revenues and expenses.

FIDUCIARY FUNDS

Agency Funds

These funds account for assets held by a governmental unit in a trustee capacity or as an agent for
individuas, private organizations, other governmental units and/or other funds.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE B--DESCRIPTION OF FUND TY PES (Continued)

ACCOUNT GROUPS

Generd Fixed Assats Account Group

This account group presents the fixed assets of the county utilized in its operations, other than those fixed
assets recorded in proprietary and trust funds.

Generd Long-Term Debt Account Group

This account group presents the balance of generad obligation long-term debt, which is not recorded in
proprietary or trust funds.

NOTE C--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the county conform to accounting principles generaly accepted in the United
States of America (GAAP) as gpplicable to governmenta units.  The following is a summary of the
ggnificant accounting policies usad by the county.

Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues and
expenditures (expenses) are recognized in the accounts and reported in the financid statements. Basis of
accounting relates to the timing of the measurement made, regardless of the measurement focus applied.

Governmental Funds and Agency Funds

The governmentad fund types (Generd and Specid Revenue) use afinancid resources measurement focus
and are accounted for using the modified accrua basis of accounting. The agency funds aso use the
modified accrud basis of accounting. Under modified accrud basis of accounting, revenues are recorded
when susceptible to accrud, i.e., both measurable and available. Available means collectible within the
current period or soon enough theresfter to be used to pay ligbilities of the current period. Measurable
refersto the ability to quantify in monetary terms of the amount of the revenue. Current expenditures are
generdly recorded when the fund ligbility isincurred, if messurable. Exceptionsto this generd ruleinclude
principa and interest on generd long-term debt, which is recognized when due; and accrued vacation and
sck leave, which is recorded when payable from current available financid resources.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE C--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Proprietary Funds

The proprietary fund types (Enterprise Funds) are accounted for on a cost-of-service or “capital
maintenance’” measurement focus, using the accrua basis of accounting. Ontonagon County gpplies dl
ASB pronouncements as well as the FASB pronouncements issued on or before November 30, 1989,
unless those pronouncements conflict with or contradict GASB pronouncements.

Cash, Cash Equivdents, and Investments

For purposes of the satement of cash flows, demand deposits and short-term investments with a maturity
of three months or less, when acquired, are consdered to be cash equivaents. In addition, the Satement
of cash flows includes both restricted and unrestricted cash and cash equivaents. Investments are stated
at fair value based on quoted market prices.

Current Property Taxes

The county property tax is levied on each December 1st on the taxable vauation of property located in
the county as of the preceding December 314t.

The 2002 State equaized valuation of Ontonagon County amounted to $233,345,942 and the taxable
vauation is $169,471,436, on which ad vaorem taxes of 6.4451 mills were levied for county operating
purposes, .4910 mills for the county commission on aging for the maintenance and expansion of its present
programs for senior citizens, .4942 mills for county trangt system operating purposes, .2965 mills for
Gogehic/Ontonagon Community Action programs in Ontonagon County; and 4.9118 millsfor county road
commission and the Village of Ontonagon's snow remova and road congtruction purposes. In addition,
gpecific taxes are levied under the Indudtriad Facilities Tax Act and Commercid Forest Reserve Act. The
current tax revenues, reflected in the county's 2003 financid satements, consst of the amount of the 2002
tax levy collected by the local unit treasurers prior to March 1, 2003.

Taxes Recaivable--Ddinquent

The taxes receivable--delinquent of $13,789, recorded in the General Fund, and $8,089 recorded in the
component unit (Road Commisson) financia statements, consist of unpaid persona property taxes for
the years 1998 through 2002. The county’s policy isto recognize revenue from ddinquent property taxes
when collected. Accordingly, the delinquent taxes receivable are recorded in the county's financia
satements with an offsetting credit to deferred revenue--taxes.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE C--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Enterprise Funds

The taxes receivable--ddinquent of $351,309 which are recorded in the Enterprise Funds, consist of the
unpaid ddinquent red property taxes which were purchased from dl of the taxing units in Ontonagon
County by the County's 100% Tax Payment Funds for the years 1997 ($750), 1998 ($1,570), 1999
($152), 2000 ($5,039), 2001 ($70,443) and 2002 ($273,355). The County's 100% Tax Payment
Funds are financed entirely by advances from the County's General Fund. Accordingly, none of the
delinquent taxes are pledged for the payment of notes.

[nventories

The component unit (Road Commission) inventories, conssting of road materids of $763,161 and
equipment parts and materias of $266,094, are priced at cost based on the average unit cost method.
Inventory items are charged to road congruction and maintenance, and to equipment repairs and
operations, as used.

Generd Fixed Assats and Depreciation

Fixed assets of dl funds and component units are stated at historical cost or estimated historical codt if
actud historicd cost isnot avallable. Donated fixed assets are valued at their estimated fair value on the
date donated. Governmentd funds fixed assets are recorded in the generd fixed assets account group
and are not depreciated.

Fixed assats used in governmentd fund type operations are accounted for in the genera fixed assets
account group, rather than in governmenta funds. Public domain “infrastructure’ generd fixed assets
conssting of certain improvements other than buildings, including roads, curbs, and gutters, streets and
sdewdks, drainage systems, and lighting systems, were recorded during 2003 for the 2003 infrastructure
acquisitions.

Depreciation on Road Commission fixed assets is computed on the sum-of-the-years-digits method for
road equipment and straight-line method for al other fixed assets. The Uniform Accounting Procedures
Manud for Michigan County Road Commissions provides for recording depreciation in the operating fund
as a charge to various expense accounts and a credit to a depreciation credits account. Accordingly, the
annual depreciation expense does not affect the available operating fund equity.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE C--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The depreciation rates are designed to amortize the cost of the assets over their estimated useful lives as
follows

Buildings 30to 50 years
Road Equipment 5to 8 years
Shop Equipment 10 years
Enginesring Equipment 4t0 10 years
Office Equipment 410 10 years
Infrastructure--Roads 8to 30 years
Infrastructure--Bridges 12-50 years

Defarred Revenue

Deferred revenue represents amounts that do not meet the available criteria, such as grants received
before the expenditure is incurred.

Use of Edimates

The preparation of financid statements in conformity with generdly accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities a the date of the financid statements, and the
reported amounts of revenues and expenditures during the reporting period. Actua result could differ
from those estimates.

Cost Allocation Plans

Ontonagon County has prepared and submitted to the Passenger Transportation Division, Michigan
Department of Transportation, a central services cost dlocation plan to document those generd fund costs
which should be alocated to the various Federa and State grant programs.  This plan has been adhered
to in the preparation of the financid statements. The amount of $14,614 was paid to the Generd Fund
by the Public Trangt Fund for the 2003 fiscd year centra services charges.

Other Financing Sources (Uses)

The transfers of cash between the various county funds are budgeted but reported separately from
revenues and expenditures as operating transfersin or (out), unless they represent temporary advances
that are to be repaid, in which case they are carried as assets and liabilities of the advancing or borrowing
funds.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE C--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Total Column on Combined Statements--Overview

Thetota columns on the combined statements are captioned "Memorandum Only* to indicate that they
are presented only to fadilitate financid anadlyss. Datain these columns do not present financia position,
results of operations, or changes in financid position in conformity with generaly accepted accounting
principles. Nether is such data comparable to a consolidation, because interfund diminations have not
been made in the aggregation of this data.

NOTE D--LEGAL COMPLIANCE

Budgets and Budgetary Accounting

Budgets are adopted by the county board of commissioners for the Generd Fund and specia revenue
funds, except for the County Road Fund and County Economic Development Corporation Fund whose
budgets are adopted and administered by the board of county road commissioners and the board of
county economic development corporation, respectively. The budget basis of accounting does not differ
ggnificantly from the modified accrua basis used to reflect actud revenues and expenditures for these
funds. The budgets are adopted & the activity level and control is exercised at that level. The county
board of commissoners has authorized the county's chief adminigrative officer (county clerk) to make
generd fund budget transfers between activities in September, when necessary, without increasing the
overal budget and with the transfers to be subsequently presented to the board for their review and
goprova. Also, the board of road commissioners has authorized its chief adminigrative officer and fisca
officer to amend the County Road Fund budget, when necessary, without increasing the overall budget,
by trandferring funds between expenditure cost centers (activities). Budgeted revenues and expenditures,
as presented in Exhibit C, include any authorized amendments to the origina budgets as adopted.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE D--LEGAL COMPLIANCE (Continued)

In noncompliance with Public Act 2 of 1968, as amended, expenditures were incurred in excess of
amounts appropriated in the amended budgets for the activities or functions of the specid revenue funds
asfollows

Expenditures

Over
Fund/Activity or Function Budget Actual Budget
General Fund
Recreational and Cultural $ 22,691 $ 22,842 $ 151
Special Revenue Funds
Friend of the Court Fund
Judicial 200 662 462
Law Library Fund
Judicial 9,000 9,098 98
Economic Development Revolving Loan Fund
Health and Welfare 114,000 121,500 7,500
Socia Welfare Fund
Health and Welfare 143,550 318,524 174,974
Veterans Trust Fund
Health and Welfare 2,616 6,455 3,839

NOTE E--CASH AND INTEREST-BEARING DEPOSITS

Michigan Compiled Laws, Section 129.91, authorizes the county to deposit and invest in the accounts
of Federaly insured banks, credit unions, and savings and |oan associations; bonds, securities, and other
obligations of the United States, or an agency or insrumentdity of the United States, United States
government or Federal agency obligation repurchase agreements, bankers acceptance of United States
banks, commercid paper rated within the two highest classifications, which mature not more than 270
days after the date of purchase obligations of the State of Michigan or its politica subdivisonswhich are
rated as investment grade; and mutua funds composed of investment vehicleswhich are legd for direct
invesment by locd units of government in Michigan. Finandid indtitutions digible for deposit of public
funds must maintain an office in Michigan. The county's deposits and investments are in accordance with
datutory authority.

The county has designated six banks for deposit of county funds. The investment policy adopted by the
board is in accordance with Public Act 196 of 1997 and includes dl of the above investments.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE E--CASH AND INTEREST-BEARING DEPOSITS (Continued)

The risk disclosures for the county's deposits, as required by the Governmenta Accounting Standards
Board (GASB) Statement No. 3, are asfollows:

Carrying Amounts

Primary Component
Cash and Deposits Government Units Tota
Imprest Cash $ 925 $ 110 % 1,035
Insured (FDIC) 406,709 513,407 920,116
Uninsured and Uncollateralized 1,607,623 188,422 1,796,045
Tota $ 2,015,257 $ 701,939 $ 2,717,196

Financial Institution Balance

Primary Component
Deposits Government Units Total
Insured (FDIC) $ 407,454 $ 513,407 $ 920,861
Uninsured and Uncollateralized 1,679,888 306,685 1,986,573
Tota $ 2,087,342 $ 820,092 $ 2,907,434

NOTE F--ACCOUNTS RECEIVABLE

Generd Fund

The accounts receivable recorded in the generd fund consists of departmenta collections for September,
which was in trangit a the year end. The receivables are not offset by deferred revenue.

Specid Revenue Funds

The accounts receivable recorded in specid revenue funds consist of the Public Trangt Fund billingsto
other agencies for transt services provided to those agencies on a contractua basis in the amount of
$3,520, 911 Service Funds for September collections received in October and November in the amount
of $8,407 and areimbursement of $360 to the Law Library Fund.

Component Unit

The accounts recelvable recorded in the Road Commisson consst of sundry receivables. The receivables
were not offset by deferred revenue because they were collected within 60 days after the fiscd year end.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE G--ECONOMIC DEVELOPMENT LOANS RECEIVABLE

The County's Economic Development Revolving Loan Fund was established by the county board of
commissioners from Federd grant monies received from the Michigan Department of Commerce under
a Michigan Smdl Cities Community Development Block Grant (CDBG) Program. The county has
established a revolving loan fund program, which is administered by the Ontonagon County Economic
Development Corporation, to provide loans and/or grants for projects which provide for economic
development and private sector job crestion and retention in the county.

Theloansto gpplicants are recorded as expenditures of the Economic Development Revolving Loan Fund
when paid, and the loan repayments are recorded as revenues when received by the county. Outstanding
loans receivable are recorded in the fund with an offsetting credit to deferred revenue.

At September 30, 2003, the Revolving Loan Fund has six outstanding loan agreements totaing $260, 700.
Interest and principa payments on al outstanding loans are current.

NOTE H--ADVANCES TO OTHER FUNDS--GENERAL FUND

The county's present policy is to finance the working capital requirements of their 100% Tax Payment
Funds (Enterprise) entirely with cash advances from the Generd Fund. At September 30, 2003, atota
of $250,000 was advanced of which gpproximately $90,000 was available to be returned to the Generd
Fund within 60 days of period end. Accordingly, the baance of $160,000 is recorded as an amount
reserved for long-term advances in the Generd Fund's fund balance.

18



ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE I--GENERAL FIXED ASSETS

Following are summaries of the changes in the County and Road Commission’s (component unit) generd
fixed assets account groups.

Genegrd Fixed Assats Account Group--Primary Government

Account Account
Balances Balances
10/01/02 Additions Deductions 09/30/03
Fixed Assets Accounts
Land and Improvements $ 50,300 $ 50,300
Buildings 2,189,880 2,189,880
Office and Other Equipment 217,811 $16,0718 $ 5,352 228,537
Office Furniture/Fixture 211,035 279 211,314
Vehicles 560,280 57,220 45,000 572,500
Total Fixed Assets $3,229,306 $73577 $ 50,352 $3,252,531

Capital outlay expenditures were $200 more than the additions in the detailed fixed asset records.

General Fixed Assats Account Group--Road Commission (Component Unit)

Account Account
Balances Deductions/ Balances
10/01/2002 Additions  Adjustments 09/30/2003
Fixed Assets Accounts
Land and |mprovements $ 10,412 $ 39,026 $ 49,438
Building 2,193,184 51,750 2,244,934
Road Equipment 5,663,402 527,876 $ 133,835 6,057,443
Shop Equipment 135,941 135,941
Office Equipment 76,345 76,345
Engineer's Equipment 24,350 24,350
Infrastructure 856,305 856,305
Depletable Assets 1,408 1,408
Total Fixed Assets 8,105,042 1,474,957 133,835 9,446,164
Reserve for Depreciation Accounts
Building 990,000 62,695 1,052,695
Road Equipment 4,912,885 351,521 133,835 5,130,571
Shop Equipment 114,080 4,895 118,975
Office Equipment 67,746 1,456 69,202
Engineer's Equipment 21,468 975 22,443
Total Accumlated Depreciation 6,106,179 421,542 133,835 6,393,886
Propery, Plant and Equipment Equity
Road Commission Funds $1,998,863 $1,474,957 $ 421,542 $3,052,278
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE J-LONG-TERM DEBT

The individua long-term debt and other long-term obligations of Ontonagon County, and the changes
therein, may be summarized asfollows:

Primary Government Generd Long-Term Debt Account Group

Balances Additions Balances
10/01/02 (Reductions) 09/30/03

Primary Government

L oans Payable
Michigan Strategic Fund Renaissance Park
Fund loan for infrastructure improvements at
the White Pine Industrial Park, $191,700 at
5% payable as detailed below. $160,716 $ (118) $160,598

Accrued Employee Benefits (See Note K) 117,456 2,310 119,766

Total General Long-Term Debt Account
Group--Primary Government $278,172 $2,192 $280,364

The Michigan Strategic Fund (MSF) loan was made jointly to Ontonagon County and Carp Lake
Township (recipients) in accordance with an Economic Development Financing Agreement which
provides, In part, asfollows: During the term of the project, June 1, 1999 to May 31, 2004, the recipients
shall earn credits equa to $3,834 for each qualifying net new job created and added to the existing job
base. Commencing July 1, 2000 and every quarter thereafter until the end of the project period, the
recipients will report net new jobs created with credits of $3,834 per job applied first towards accrued
interest and then to the principa loan balance. The maximum credits which may be earned shal not
exceed 50% of the CDBG loan amount plus accrued interest. MSF shdl determine the principa baance
due as of August 1, 2004 and shdl natify recipients of the amount by July 15, 2004. The principa amount
ghall accrue interest at arate of 5% per annum for a period of fourteen (14) years, commencing June 1,
2000. Recipients shdl make equa annud payments of interest only commencing June 1, 2001 thru June
1, 2003. Principd and interest payments shal commence August 1, 2004 and every quarter thereefter,
aufficient to fully retire the debt by May 31, 2014. Recipients may repay al or a part of the principa
balance of theloan a any time. The loan is secured by a Revenue Sharing Pledge Agreement.

Asof June 1, 2003, MSF reported that there has been ten (10) job credits earned resulting in areduction
of $13,159.81 in principa and anet baance of accrued interest payable in the amount of $3,117.92. The
interest obligations are budgeted and paid from the County’s Generd Fund, with 50% of the amount
reimbursed by Carp Lake Township.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE J-LONG-TERM DEBT (Continued)

Component Unit--Road Commission General Long-Term Debt Account Group

Balance Additions Balance
10/01/2002 (Reductions) 09/30/2003

V ested Employee Benefits
Vacation Benefits $ 72,141 $ (1,614) $ 70,527
Sick Leave Benefits 452,053 42,200 494,253

Total Component Unit--Road Commission
Genera Long-Term Debt Account Group $ 524,194 $ 40,586 $ 564,780

Total Reporting Entity General Long-Term
Debt Account Group $ 802,366 $42,778 $ 845,144

NOTE K--COMPENSATED ABSENCES

Accrued Vacation and Sick Leave Payable

The County and Road Commission (component unit) has an accrued liability to their employees for
accumulated vacation and vested sick |eave benefits as of September 30, 2003, as follows:

Vacation Sick Leave Total

Primary Government

County General Employees $ 48,234 $ 19,657 $ 67,891

Sheriff Department Employees 30,781 21,094 51,875
Total Primary Government $ 79,015 $ 40,751 $119,766
Component Unit--Road Commission

Road Commission Employees $ 70,527 $494,253 $564,780
Total Component Unit $ 70,527 $494,253 $564,780
Total Accrued Employee Benefits

Payabl e--Reporting Entity $149,542 $535,004 $684,546
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE K--COMPENSATED ABSENCES (Continued)

VACATION BENEFIT POLICIES

County Genera, Sheriff Department and Public Transt Employees

The County's employment policies provide for vacation benefits to be earned in varying amounts
depending on the employee's years of service. Vacation benefits earned are credited to each employee
on a biweekly basis. The county has not established a forma policy regarding a maximum authorized
accumulation of vacation hours.

Road Commission Employees

Road Commission employment policies provide for vacation benefits to be earned in varying amounts
depending on the employee's years of service. The annud vacation benefits earned by each employee
are credited on the employee's employment anniversary date.  Employees are required to use thelr
vacation benefitswithin 1 year, except for those employees earning 3 or 4 weeks of vacation may be paid
a ther anniversary date for any unused portion of those weeks at their regular rate of pay, with the
gpprova of the engineer or foreman.

SICK LEAVE BENEFIT POLICIES

County Genera, Sheriff Department and Public Transt Employees

The county's employment policies provide for sick leave benefits to be earned at the rate of 1 day per
month, with a maximum accumulation of 100 days. The county's policy for county generad and public
trangt employees provides that upon degth, retirement, or voluntary termination employees shdl be paid
for 20% of dl unused sick days to amaximum of 100 days. Sheriff department employees are paid for
50% of their accumulated sick leave benefits when they separate from employment, except when
dismissed for cause, in which case, they are entitled to payment of 25% of their accumulated benefits.

Road Commission Employees

Road Commission employment policies provide for sick leave benefits to be earned at the rate of 1 day
per month, with an unlimited accumulation. Upon permanent separation from employment, employees
hired prior to July 1, 1994 shal be paid at their regular rate of pay for 100% of any accumulated unused
sck leave. Those employees hired after July 1, 1994 shdl be paid for a maximum of 80 days of
accumulated unused Sick leave.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE L--DEFERRED COMPENSATION

The County and Road Commission offersdl its employees a choice of three deferred compensation plans
created in accordance with the Internal Revenue Code, Section 457. The assets of the plans were held
in trugt, (custodid account or annuity contract) as described in IRC Section 457 (g) for the exclusive
benefit of the participants (employees) and their beneficiaries. The custodian thereof for the exclusive
benefit of the participants holds the custodia account for the beneficiaries of this Section 457 plan, and
the assets may not be diverted to any other use. The administrators are agents of the employer (county
and road commission) for the purposes of providing direction to the custodian of the custodia account
from time to time for the invessment of the funds held in the account, transfer of assets to or from the
account and all other matters. In accordance with the provisons of GASB Statement No. 32, plan
balances and activities are not reflected in the County or Road Commission's financid statements.

NOTE M--EMPLOYEES RETIREMENT PLANS

Description of Plan and Plan Assets

Ontonagon County and the two component units, the Ontonagon County Economic Development
Corporation (EDC) and the Ontonagon County Road Commission have separate agent multiple-employer
defined benefit pengon plans with the Municipd Employees Retirement System (MERS), administered
by the State of Michigan. The system provides the following provisons. norma retirement, deferred
retirement, service retirement alowance, disability retirement alowance, nonduty-connected death and
post-retirement adjusiments to plan members and their beneficiaries. The plan's penson service
requirements are computed using credited service at the time of termination of membership multiplied by
the sum of 2% for county generd and non-union employees, 2.5% for sheriff department employees, 2%
for EDC employees and 2.25% for road commission employees times the find average compensation.
The most recent period for which actuarial datawas available was for the fiscal period ended December
31, 2002.

MERS was organized pursuant to Section 12a of Public Act 156 of 1851 (MSA 5.333(a); MCLA
46.12(a)), as amended, State of Michigan. MERS isregulated under Public Act 427 of 1984, sections
of which have been gpproved by the State Penson Commission. MERS issues a publicly available
financid report that includes financia statements and required supplementary information for the system.
That report may be obtained by writing to the MERS at 1134 Municipd Way, Lansng, Michigan 48917.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE M--EMPLOYEES RETIREMENT PLANS (Continued)

Funding Policy

The obligation to contribute to and maintain the system for these employees wias established by negotiation
with the County and Road Commission's competitive bargaining unit and personne policy, which does
not require employees to contribute to the plan. The pension contributions were 10.17%, 6.95%, 7.07%,
15.85% and 19.59% for the county as follows: genera group, sheriff, non-union, EDC and the Road
Commission of covered payroll at December 31, 2002, respectively.

Annua Penson Cogt

For the caendar year ended December 31, 2002, the annua pension costs were $129,707 for the
County, $4,478 for the EDC, and $398,067 for the Road Commission which was equd to their required
and actua contributions. The annud required contribution was determined as part of an actuarid vauation
at December 31, 2000. The employer contribution rate has been determined based on the entry age
norma funding method. Under the entry age normad cost funding method, the totd employer contribution
iscomprised of the norma cost plusthe level annud percentage of payroll payment required to amortize
the unfunded actuaria accrued liability over 30 years. The employer norma codt is, for each employee,
the level percentage of payroll contribution (from entry age to retirement) required to accumulate sufficient
asets at the member's retirement to pay for his projected benefit. Significant actuaria assumptions used
include along-term investment yield rate of 8% and annud sdary increases of 5% based on an age-rdated
scaeto reflect merit, longevity, and promotiond salary increases.

Three-Y ear Trend Information for GASB Statement No. 27

Year Ended (APC) Contributed Contributed

December 31 County EDC Road County EDC Road County EDC Road
2000 $ 142,999 $4,680 $ 377,293 100%  100%  100% $0 $0 $0
2001 135,865 4,576 454,539 100 100 100 $0 $0 $0
2002 129,707 4,478 398,067 100 100 100 $0 $0 $0
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE M--EMPLOYEES RETIREMENT PLANS (Continued)

Required Supplementary Information for GASB Statement No. 27

@ @) ©) (4) ®) (6)

Actuarial Overfunded UAAL asa
Actuarial Actuarial Accrued (Unfunded) Funded Percent of
Valuation  Valueof Liability AAL Ratio Covered Covered
Date Assets (AAL) (UAAL) (D-(2  (D/(2) Payroll Payroll
2000
General  $3,546,407 $3,857,457 $ (311,050) 92% $1,275,812 24%
EDC 33,868 50,174 (16,306)  68% 29,198 56%
Road 4,674,546 8,695,106 (4,020,560) 54% 1,801,668 223%
2001
Genera 3,848,410 4,619,233 (770,823) 83% 1,305,580 59%
EDC 41,674 55,125 (13,451) 76% 27,665 49%
Road 5,308,448 9,877,882 (4,574,434)  54% 2,024,994 226%
2002
General 3,985,661 5,030,211 (1,044,550) 79% 1,378,927 76%
EDC 48,810 60,835 (12,025)  80% 28,250 43%
Road 5,738,460 10,354,113 (4,615,653) 55% 2,007,959 230%

NOTE N--POST-EMPLOYMENT BENEFITS

In addition to the pension benefits described in Note M, the Ontonagon County Road Commission
provides post-employment hedth care benefits and life insurance benefits in accordance with the
provisons of Article 14, Section 2(E), and Section 4 of the union agreement. The post-employment
hedth care benefit provides that the Road Commission shdl pay the full hospitaization insurance plan
premium for the retirees and spouses for a five-year period from the date of retirement. The Road
Commission will pay 25% of the premium on a Blue Cross/Blue Shield Supplementd Insurance Plan or
dternate plan capping the aternate plan at 25% of the offered Blue Cross Plan for the retirees and their
oouses. The pogt-employment life insurance benefit provides that the Road Commission will provide for
term-life insurance coverage of $1,500 for each Road Commission employee who retired prior to July
1, 1992, and $5,000 for those retired after that date.

The Road Commission’s palicy is to finance these benefits on a pay-as-you-go basis. During the year
ended September 30, 2003, 12 retirees were digible for the post-retirement hedlth care benefits at a cost
of $48,228. As described more fully in Note P, the Road Commission sdf-insures for life insurance
benefits, which covered 10 retirees for $1,500 and 12 retirees for $5,000 during the year ended
September 30, 2003.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE O--RISK MANAGEMENT

The County and Road Commission (component unit) are exposed to various risks of loss reated to
property loss, torts, errors and omissions, employee injuries, as well as medicd benefits provided to
employees.

County Generd

The county board of commissioners have purchased commercia insurance for property, ligbility, errors
and omissions, medica benefit claims and workers compensation.  Settled claims for the commercid
insurance have not exceeded the amount of insurance coverage in any of the past three years.

Road Commission (Component Unit)

The Road Commission has purchased commercid insurance for medica benefit clams, sdlf-insure for
employee group life coverage as detailed in Note P, and participates in the Michigan County Road
Commisson Saf-Insurance Pool for dams relating to generd liability, excess liahility, auto lidbility, errors
and omissions, physicad damage (equipment, buildings and contents) and workers compensation.  Settled
cdamsfor the commercid and pooal insurance have not exceeded the amount of insurance coverage in any
of the past 3 years.

The county road commissions in the State of Michigan established and created atrust fund, known asthe
Michigan County Road Commission Sdlf-Insurance Pool (Pool) pursuant to the provisons of Public Act
138 of 1982. The Poal isto provide for joint and cooperative action relative to members financid and
adminigrative resources for the purpose of providing risk management services aong with property and
liability protection. Membership is restricted to road commissions and related road commisson activities
with the State. The Ontonagon County Road Commission became a charter member on October 1,
2001.

The Michigan County Road Commission Sdf-Insurance Pool program operates as a common risk-sharing

management program for road commissonsin Michigan; member premiums are used to purchase excess
insurance coverage and to pay member claims in excess of deductible amounts.

NOTE P--RESERVE FOR SEL F-INSURANCE--ROAD COMMISSION

The Ontonagon County Board of Road Commissioners palicy is to sdf-insure for employee group life
coverage. The sdf-insurance reserve account was established in 1992, and is funded by annud transfers
of amounts equd to what the gpproximate premium would be for life insurance coverage, plus the annua
interest earnings on the reserve account baance. The Road Commission’s policy provides that the
trandfers of premium amounts will be discontinued when the annua interest earnings on the reserve
account is greater than the estimated premium cost. All group life benefit payments are expensed when
paid and closed to the reserve account at year end.
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ONTONAGON COUNTY

NOTES TO FINANCIAL STATEMENTS

NOTE P--RESERVE FOR SEL F-INSURANCE--ROAD COMMISSION (Continued)

A summary of the changesin the reserve for sdf-insurance for the year ended September 30, 2003 isas
follows

Reserve Balance--October 1, 2002 $ 124,998
Less: 2002/2003 Death Benefit Payment (3,000)
Reserve Balance--September 30, 2003 $ 121,998

NOTE Q--TRANSFERS IN AND TRANSFERS (OUT)

The 2003 operating transfers from Exhibits B and D can be summarized as follows for the primary
government:

Fund Transfersin Fund Transfers (Out)
Primary Government Primary Government
Genera $222,698 Friend of the Court $ 4,084
Public Transit 14,614
100% Tax Payment 204,000
Law Library 7,000 General 32,000
Probate Child Care 25,000
Total Primary Government $254,698  Tota Primary Government $ 254,698
Component Unit Primary Government
Economic Devel opment Ecomomic Development
Corporation Fund $103,000 Revolving Loan $ 103,000
Total Component Unit $103,000 Total Primary Government $ 103,000
Total Reporting Entity $357,698 $ 357,698

NOTE R--FEDERAL GRANTS

The Michigan Department of Trangportation (MDOT) requires that road commissons report al Federa
and State grants pertaining to their county. During the fiscal year ended September 30, 2003, the Federd
ald received and expended by the Road Commission was $30,579 for contracted projects. Contracted
projects are defined as projects performed by private contractors paid for and adminigtrated by MDOT.
The contracted Federd projects are not subject to single audit requirements by the road commissions,
asthey are included in MDOT’ s Single audit.

27



ONTONAGON COUNTY

STATEMENT OF REVENUESAND OTHER FINANCING SOURCES
BY SOURCE--BUDGET AND ACTUAL--GENERAL FUND

For the Fiscal Year Ended September 30, 2003

Taxes and Penalties
Current Taxes
Industrial Facilities Tax
Delinquent Real Taxes
Delinquent Personal Taxes
Commercial Forest Yield Tax
Commercial Forest Reserve Tax
Tax Exempt Housing
Trailer Tax
Tax Reverted Lands and Reconveyances
Swamp Lands Tax
Paymentsin-Lieu-of Taxes (PILT)
Interest and Penalties on Taxes

Total Taxes

Licenses and Permits
Marriage Licenses
Dog Licenses
Pistol Permits
Pistol Permit Renewals
Handgun Purchase Permits
Kennel Licenses

Total Licenses and Permits

Federal Grants
Emergency Services Program
Domestic Preparedness Equipment Grant
Airport Improvements Grant
ADC Incentive Program
Medical Support Enforcement
Cooperative Reimbursement

Tota Federal Grants
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EXHIBIT F

Variance
Favorable
Budget Actua (Unfavorable)

$ 973,873 $ 973873 -
8,682 8,610 $ (72)
99,831 99,831 -
1,198 2,019 821
2,777 2,880 103
61,000 60,862 (238)
1,395 1,067 (328)

30 32 2

- 275 275

33,735 33,896 161
257,109 257,109 -
500 994 494
1,440,130 1,441,448 1,318
300 345 45
1,150 1,240 90
850 1,138 288

490 490 -

250 315 65
110 70 (40)
3,150 3,598 448
5,015 4,285 (730)
26,358 26,358 -
30,600 30,600 -
13,500 13,191 (309)
7,500 8,875 1,375
118,301 110,783 (7,518)
201,274 194,092 (7,182)




ONTONAGON COUNTY EXHIBIT F
STATEMENT OF REVENUES AND OTHER FINANCING SOURCES (CONTINUED)
BY SOURCE--BUDGET AND ACTUAL--GENERAL FUND

For the Fiscal Year Ended September 30, 2003

Variance
Favorable
Budget Actua (Unfavorable)
State Grants
Probate Judges Salary 20,000 20,000 -
Juvenile Officer Grant 27,317 27,317 -
Judicia Salary Standardization 18,476 18,553 77
Court Caseflow Assistance 3,300 2,974 (326)
Court Funding 45,000 45,754 754
Crime Victims' Assistance 4,000 4,000 -
Secondary Road Patrol 44,064 44,093 29
Highway Safety Grant 5,000 - (5,000)
Marine Safety Program 4,118 3,657 (461)
Snowmobile Safety Program 19,845 11,001 (8,754)
Off-Road V ehicle Safety Program 6,525 - (6,525)
Airport Improvements Grant 1,700 1,700 -
Cooperative Reimbursement Program - 3,819 3,819
Prosecutor--Welfare Fraud 500 - (500)
Delinquency Liaison Officer Program 16,960 17,562 602
Diverted Felons Program 1,000 77 (923)
Act 302 Training 2,000 2,211 211
Convention Facility Liquor Tax 28,621 28,621 -
State Cigarette Tax 6,747 6,747 -
State Revenue Sharing 150,000 132,746 (17,254)
State Single Business Tax 14,182 13,686 (496)
Remonumentation Grant 89,767 98,636 8,869
Tota State Grants 509,122 483,244 (25,878)
Charges for Services
Circuit Court Costs 4,500 2,337 (2,163)
Circuit Court Probation Fees 1,500 1,087 (413)
District Court Costs 107,500 109,174 1,674
District Court Oversight Fees 9,255 11,147 1,892
Probate Court Costs 100 250 150
Operating Under Influence of Liquor Costs 350 15 (335)
Board and Care of Dogs and Cats 100 - (100)
Circuit Court Services 1,000 1,593 593
Friend of the Court Services 5,000 5,338 338
Probate Court Services 9,000 9,200 200
Treasurer Services 1,600 1,385 (215)
Clerk Services 9,400 9,529 129
Register of Deeds Services 35,575 37,898 2,323
Real Estate Transfer Tax 27,200 29,207 2,007
District Court Civil Fees 1,500 2,015 515
Sheriff Services 15,300 17,113 1,813
Soil Erosion Fees 2,500 2,590 20
Marriage Counseling Fees 600 775 175
Record Copying 3,600 3,730 130
Prisoner Board 12,000 11,232 (768)
Tax Department Services 28,250 32,377 4,127
Airport Use Fees 2,250 2,250 -
Sale of Supplies and Maps 150 107 43
Sale of Scrap and Salvage 500 150 (350)
Sale of Aviation Fuel 2,100 3,397 1,297
Park Fees 25,000 24,999 (D
Total Chargesfor Services 305,830 318,895 13,065
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ONTONAGON COUNTY

STATEMENT OF REVENUES AND OTHER FINANCING SOURCES
BY SOURCE--BUDGET AND ACTUAL--GENERAL FUND
For the Fiscal Year Ended September 30, 2003

Fines and Forfeitures
Bond and Other Forfeitures
Garnishment Fees

Tota Fines and Forfeitures

Interest and Rents
Interest Earned on Deposits
Rental Income

Total Interest and Rentals

Other Revenues
Sale of Fixed Assets
Contributions--Public Sources
Contributions--Private Sources
Transporting Patients
General Reimbursements and Refunds
Vending and Pay Phone Commissions

Total Other Revenues
Total Revenue
Other Financing Sources
Operating TransfersIn
Friend of the Court Fund
Public Transit Fund
100% Tax Payment Funds
Total Other Financing Sources

Total Revenue and Other Financing Sources
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EXHIBIT F
(CONTINUED)

Variance
Favorable
Budget Actua (Unfavorable)

2,200 3,162 962
50 30 (20)

2,250 3,192 942
16,000 19,175 3,175
1,288 1,188 (100)
17,288 20,363 3,075
1,335 1,336 1
73,733 68,732 (5,001)
1,025 1,025 -
3,000 4,633 1,633
400 420 20
2,300 2,158 (142)
81,793 78,304 (3,489)
2,560,837 2,543,136 (17,701)
4,084 4,084 -
15,000 14,614 (386)
204,885 204,000 (885)
223,969 222,698 (1,271)
$ 2,784,806 $ 2,765,834 $(18,972)




ONTONAGON COUNTY EXHIBIT G
STATEMENT OF EXPENDITURESAND OTHER FINANCING USES

BY ACTIVITY--BUDGET AND ACTUAL--GENERAL FUND

For theFiscal Year Ended September 30, 2003

Variance
Favorable
Budget Actua (Unfavorable)
Legidative
Board of Commissioners $ 31171 $ 29,919 $ 1,252
Judicia
Circuit Court 22,800 18,401 4,399
District Court 106,675 106,164 511
Friend of the Court 121,845 120,046 1,799
Jury Board 1,800 1,020 780
Probate Court 122,629 118,247 4,382
Family Counseling 2,500 432 2,068
Tota Judicia 378,249 364,310 13,939
General Government
Elections 9,655 9,653 2
Clerk/Register of Deeds 90,691 90,680 11
Accounting Department 40,858 40,758 100
Equalization Department 104,749 103,885 864
Prosecuting Attorney 117,749 113,628 4,121
Tax Processing 10,500 9,322 1,178
Remonumentation Program 90,067 88,636 1,431
Treasurer 100,363 97,061 3,302
Cooperative Extension Service 52,702 52,108 594
Courthouse and Grounds 69,360 67,394 1,966
Soil Survey 500 382 118
Soil Conservation 2,375 2,375 -
Soil Erosion Control 2,462 2,204 258
Resource Conservation and Development 325 325 -
Record Copying 8,000 7,156 844
Central Supply 2,000 1,410 590
Computer Network 3,500 3,237 263
County Audit 15,750 14,264 1,486
Consultant Fees 12,600 11,850 750
Total General Government 734,206 716,328 17,878
Public Safety
Sheriff 329,687 321,133 8,554
Delinquency Liaison Officer Program 34,340 33,909 431
Secondary Road Patrol 33,878 30,913 2,965
Snowmobile Law Enforcement 19,313 18,704 609
Marine Law Enforcement 3,406 1,830 1,576
Off-Road Vehicle Enforcement 2,525 1,634 891
Jail 206,316 205,069 1,247
Mine Inspector 3,865 3,804 61
Planning Commission 3,050 2,293 757
Emergency Services 35,531 35,024 507
Total Public Safety 671,911 654,313 17,598
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ONTONAGON COUNTY

STATEMENT OF EXPENDITURESAND OTHER FINANCING USES
BY ACTIVITY--BUDGET AND ACTUAL--GENERAL FUND

For theFiscal Year Ended September 30, 2003

Public Works
Airport

Hedth and Welfare
District Health Department
Substance Abuse Agency
Medical Examiner
District Mental Health Department
Emergency Ambulance
Care of Patients
Gogebic Human Services Coordinating Board
Veterans Burids
Veterans Counselor
Veterans Affairs Board
Western UP Planning and
Development Region

Total Hedlth and Welfare

Recreation and Cultural
County Park

Other
Employee Fringe Benefits
Insurance and Bonds

Total Other

Capital Outlay
New Equipment

Debt Service
White Pine Industrial Park Loan
Interest

Total Expenditures

Other Financing Uses
Operating Transfers (Out)
Budget Stabilization
Law Library
Probate Child Care

County Economic Development Corporation

Total Other Financing Uses

Total Expenditures and Other Financing Uses

EXHIBIT G
(CONTINUED)

Variance
Favorable
Budget Actua (Unfavorable)
15,326 13,988 1,338
22,741 22,741 -
14,311 14,310 1
18,965 18,041 924
48,814 48,814 -
1,300 1,184 116
2,450 829 1,621
2,500 2,500 -
8,500 7,800 700
1,271 1,054 217
460 189 271
7,024 7,024 -
128,336 124,486 3,850
22,691 22,842 (151)
654,496 650,935 3,561
71,545 64,076 7,469
726,041 715,011 11,030
82,745 72,602 10,143
8,118 8,118 -
2,798,794 2,721,917 76,877
2,000 2,000
7,000 7,000 -
25,000 25,000 -
34,000 32,000 2,000
$ 2,832,794 $ 2,753,917 $ 78,877
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ONTONAGON COUNTY
COMBINING BALANCE SHEET
SPECIAL REVENUE FUNDS
September 30, 2003

ASSETS

Cash
Receivables

Accounts (Net of Estimated

Uncollectibles)

Interest

Economic Development Loans
Due From State of Michigan
Prepaid Expense

Total Assets

LIABILITIESAND FUND BALANCES

Liabilities
Accounts Payable
Due to State of Michigan
Stumpage Deposits Payable
Accrued Ligbilities
Advances--State of Michigan
Deferred Revenue--Other

Total Liabilities
Fund Balances
Reserved For Economic
Development Grants/Loans
Unreserved and Undesignated

Tota Fund Balances

Total Liabilities and Fund Balances

EXHIBIT H
Friend Register Community
of the Public County of Deeds Budget Action Senior 911 Law
Court Transit Forestry Automation Stabilization Agency Citizens Service Library
$10,279 $179,294 $20,948 $ 7,348 $186,630 $18,774 $56,764 $291,193 $ 193
3,520 8,407 360
4,063 19,415
2,615
$10,279 $189,492 $20,948 $ 7,348 $186,630 $18,774 $56,764 $319,015 $ 553
$ 6,444 $ 2453
18,725
$ 200
23,975 1,080
$ - 49,144 200 $ - $ - $ - $ - 3,533 $ -
10,279 140,348 20,748 7,348 186,630 18,774 56,764 315,482 553
10,279 140,348 20,748 7,348 186,630 18,774 56,764 315,482 553
$10,279 $189,492 $20,948 $ 7,348 $186,630 $18,774 $56,764 $319,015 $ 553




ONTONAGON COUNTY
COMBINING BALANCE SHEET
SPECIAL REVENUE FUNDS
September 30, 2003

ASSETS

Cash
Receivables

Accounts (Net of Estimated

Uncollectibles)

Interest

Economic Development Loans
Due From State of Michigan
Prepaid Expense

Total Assets

LIABILITIESAND FUND BALANCES

EXHIBITH
(CONTINUED)

Liabilities
Accounts Payable
Due to State of Michigan
Stumpage Deposits Payable
Accrued Liabilities
Advances--State of Michigan
Deferred Revenue--Other

Tota Liabilities
Fund Balances
Reserved For Economic
Development Grants/Loans
Unreserved and Undesignated

Total Fund Balances

Total Liabilities and Fund Balances

Economic
County Housing Development Probate
Library Rehabilitation Grants Drug Law Revolving Socia Child Veterans

Board 2001-2002 2003-2004 Enforcement Loan Welfare Care Trust Total
$ 16,214 $ 9,247 $233 $ 641,155 $ 5,635 $18,664 $ (3,287) $1,459,284
12,287
1,001 1,001
260,700 260,700
50,548 5,362 3,800 83,188
2,615
$ - $ 16,214 $ 9,247 $ 233 $ 902,856 $56,183 $24,026 $ 513 $1,819,075
$ 4,893 $ 13,790
18,725
200
702 25,757
$52,000 52,000
$ 16,214 $ 9,247 $ 260,700 286,161
$ - 16,214 9,247 $ - 260,700 52,000 5,595 $ - 396,633
642,156 642,156
- - 233 4,183 18,431 513 780,286
- - - 233 642,156 4,183 18,431 513 1,422,442
$ - $ 16,214 $ 9,247 $ 233 $ 902,856 $56,183 $24,026 $ 513 $1,819,075




ONTONAGON COUNTY EXHIBIT |
COMBINING STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES--SPECIAL REVENUE FUNDS

For the Fiscal Year Ended September 30, 2003

Friend Register Community
of the Public County of Deeds Budget Action Senior 911 Law
Court Transit Forestry Automation Stabilization Agency Citizens Service Library
Revenues
Taxes $ 88,133 $52,752 $87,563
Federal Grants 47,236
State Grants 174,960 1,043 $ 71,145
Chargesfor Services $ 310 51,020 $7,330 98,644
Fines and Forfeits $2,000
Interest and Rents 2,693 18
Other 4,775 360
Total Revenues 310 368,817 $ - 7,348 $ - 52,752 88,606 169,789 2,360
Expenditures
Current
Judicial 662 9,098
Public Safety 97,502
Public Works 395,655
Health and Welfare 55,961 86,916
Recreation and Cultural
Other 728
Capital Outlay 1,175
Total Expenditures 662 395,655 728 - - 55,961 86,916 98,677 9,098
Excess of Revenues Over (Under)
Expenditures (352) (26,838) (728) 7,348 (3,209) 1,690 71,112 (6,738)
Other Financing Sources (Uses)
Operating Transfers In--Primary Government 7,000
Operating Transfers (Out)--Primary Government (4,084) (14,614)
Operating Transfers (Out)--Component Unit
Total Other Financing Sources
(Uses) (4,084) (14,614) - - - - - - 7,000
Excess of Revenues and Other
Sources Over (Under)
Expenditures and Other Uses (4,436) (41,452) (728) 7,348 (3,209) 1,690 71,112 262
Fund Balances--October 1, 2002 14,715 181,800 21,476 - 186,630 21,983 55,074 244,370 291

Fund Balances--September 30, 2003 $10,279 $140,348 $20,748 $7,348 $186,630 $18,774 $56,764 $315,482 $ 553




ONTONAGON COUNTY

COMBINING STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES--SPECIAL REVENUE FUNDS
For the Fiscal Year Ended September 30, 2003

EXHIBIT |
(CONTINUED)

Economic
County Housing Development Probate
Library Rehabilitation Grants Drug Law Revolving Social Child Veterans
Board 2001-2002 2003-2004  Enforcement Loan Welfare Care Trust Total
Revenues
Taxes $ 228,448
Federal Grants $102,784 $2,813 152,833
State Grants $24,361 $5,328 276,837
Chargesfor Services 900 300 158,504
Fines and Forfeits $27,832 29,832
Interest and Rents 276 $ 23,300 26,287
Other 5,316 550 70,623 $316,501 20,432 418,557
Total Revenues 28,108 109,000 3,663 $ - 93,923 316,501 44,793 5,328 1,291,298
Expenditures
Current
Judicial 9,796
Public Safety 97,502
Public Works 395,655
Health and Welfare 109,000 3,663 121,500 318,524 60,400 6,455 762,419
Recreation and Cultural 28,108 28,108
Other 728
Capital Outlay 1,175
Total Expenditures 28,108 109,000 3,663 - 121,500 318,524 60,400 6,455 1,295,383
Excess of Revenues Over (Under)
Expenditures - - - - (27,577) (2,023) (15,607) (1,127) (4,085)
Other Financing Sources (Uses)
Operating Transfers In--Primary Government 25,000 32,000
Operating Transfers (Out)--Primary Government (18,698)
Operating Transfers (Out)--Component Unit (103,000) (103,000)
Total Other Financing Sources
(Uses) - - - - (103,000) - 25,000 - (89,698)
Excess of Revenues and Other
Sources Over (Under)
Expenditures and Other Uses - - - (130,577) (2,023) 9,393 (1,127) (93,747)
Fund Balances--October 1, 2002 - - - 233 772,733 6,206 9,038 1,640 1,516,189
Fund Balances--September 30, 2003 $ - $ - $ - $233 $642,156 $ 4,183 $18,431 $ 513 $1,422,442




ONTONAGON COUNTY
COMBINING BALANCE SHEET
ENTERPRISE FUNDS
September 30, 2003

ASSETS

Cash and Cash Equivalents
Delinquent Taxes Receivable
Forfeiture Certificate Fees Receivable

Total Assets

LIABILITIESAND FUND EQUITY

Liabilities
Redemption Certificate Fees Payable
Advances From General Fund
Total Liabilities
Fund Equity
Retained Earnings
Unreserved

Total Fund Equity

Total Liabilities and Fund Equity

EXHIBIT J
100% TAX PAYMENT FUNDS

1997 1998 1999 2000 2001 2002 Total
$ 79 $ 755 $158 $ 79 $ 5345 $ 4,829 $ 11,962
750 1,570 152 5,039 70,443 273,355 351,309
261 316 963 1,540
$ 1,546 $2,325 $571 $5,434 $76,751 $278,184 $364,811
$207 $ 130 $ 337
$250,000 250,000
$ - $ - 207 $ - 130 250,000 250,337
1,546 2,325 364 5,434 76,621 28,184 114,474
1,546 2,325 364 5,434 76,621 28,184 114,474
$ 1,546 $2,325 $571 $5,434 $76,751 $278,184 $364,811
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ONTONAGON COUNTY

COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN RETAINED EARNINGS--ENTERPRISE FUNDS

For the Fiscal Year Ended September 30, 2003

Operating Revenues
Interest and Penalties on Taxes

Total Operating Revenues

Operating Expenses
Supplies and Postage

Total Operating Expense

Net Operating Income (Loss)
Before Operating Transfers

Operating Transfers
Transfers (Out) to General Fund

Net Income (Loss)
Retained Earnings--October 1, 2002

Retained Earnings--September 30, 2003

EXHIBIT K
100% TAX PAYMENT FUNDS

1997 1998 1999 2000 2001 2002 Total
$ 158 $ 7,192 $ 2,113 $20,729 $49,555 $30,482 $110,229
158 7,192 2,113 20,729 49,555 30,482 110,229
36 1,879 2,298 4213
- - - 36 1,879 2,298 4213
158 7,192 2,113 20,693 47,676 28,184 106,016
- (20,000) (87,000) (97,000) - - (204,000)
158 (12,808) (84,887) (76,307) 47,676 28,184 (97,984)
1,388 15,133 85,251 81,741 28,945 - 212,458
$1,546 $ 2,325 $ 364 $ 5434 $76,621 $28,184 $114,474
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ONTONAGON COUNTY

COMBINING STATEMENT OF CASH FLOWS
INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS--ENTERPRISE FUNDS
For the Fiscal Year Ended September 30, 2003

Cash Flows From Operating Activities
Interest and Penalties on Taxes
Operating Expenses
Delinquent Taxes Purchased
Delinquent Taxes Collected
(Increase) or Decrease in Other Receivables
Increase or (Decrease) in Other Payables

Net Cash Provided by Operating
Activities

Cash Flows From Noncapital Financing
Activities
Advances From Other Funds
Return of Advances From Other Funds
Transfers (Out)

Net Cash Provided by Noncapital
Financing Activities

Net Increase (Decrease) in Cash
and Cash Equivalents

Cash and Cash Equivalents--October 1, 2002

Cash and Cash Equivalents--September 30, 2003

Reconciliation of Operating Income to Net
Cash Provided by Operating Activities
Operating Income (L 0ss)

Adjustments to Reconcile Operating
Income to Net Cash Provided by
Operating Activities
(Increase) Decrease in Assets
Taxes Receivable
Forfeiture Certificate Fees Receivable
Increase (Decrease) in Liabilities
Redemption Certificate Fees Payable

Net Cash Provided by Operating Activities

100% TAX PAYMENT FUNDS

EXHIBIT L

1997 1998 1999 2000 2001 2002 Total
$158 $ 7,192 $ 2113 $20,729 $ 49,555 $ 30482 $110,229
(36) (1,879) (2,298) (4,213)
(655,548) (655,548)
174 12,846 4,614 51,519 243,134 382,193 694,480
225 440 (963) (298)
130 130
332 20,038 6,952 72,652 289,977 (245171) 144,780
515,000 515,000
(285,000) (265,000) (550,000)
(20,000) (87,000) (97,000) (204,000)
- (20,000) (87,000) (97,000) (285,000) 250,000 (239,000)
332 38 (80,048) (24,348) 4,977 4,829 (94,220
464 717 80,206 24,427 368 - 106,182
$796 $ 755 $ 158 $ 79 $ 5345 $ 4829 $ 11,962
$158 $ 7,192 $ 2113 $20,693 $ 47,676 $ 28184 $106,016
174 12,846 4,614 51,519 243134 (273,355) 38,932
225 440 (963) (298)
130 130
$332 $20,038 $ 6952 $72,652 $ 289,977 $(245,171) $144,780
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ONTONAGON COUNTY
COMBINING BALANCE SHEET
TRUST AND AGENCY FUNDS

September 30, 2003

ASSETS

Cash
Due From Employees

Total Assets

LIABILITIES

Dueto Schools

Due to Townships

Dueto Villages

Due to State of Michigan
Undistributed Interest
Undistributed Penal Fines
Undistributed Tax Collections
Other Trust Items Payable

Total Liabilities

EXHIBIT M
AGENCY FUNDS
Library
Trust and Pend
Agency Fund Totd
$361,728 $18,275 $ 380,003
(221) (221)
$361,507 $18,275 $379,782
$ (4431) $ (4,431)
1,741 1,741
1,854 1,854
351,478 351,478
$ 91 91
18,184 18,184
397 397
10,468 10,468
$361,507 $18,275 $379,782
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ONTONAGON COUNTY

COMBINING STATEMENT OF CHANGESIN ASSETS
AND LIABILITIES-ALL AGENCY FUNDS

For the Fiscal Year Ended September 30, 2003

EXHIBIT N

Balance Balance
10/01/02 Additions Deductions 09/30/03

TRUST AND AGENCY FUND
Assets

Cash $419,275 $4,571,480 $4,629,027 $361,728

Due From Employees (221) - - (221)
Total Assets $419,054 $4,571,480 $4,629,027 $361,507
Liabilities

Due to Other Funds $2,127,380 $2,127,380

Dueto Schools $ (360) 535,018 539,089 $ (4,431)

Due to Townships (385) 125,664 123,538 1,741

Dueto Villages 1,739 148,181 148,066 1,854

Dueto State 411,238 1,671,836 1,731,596 351,478

Dueto Federa 379,532 379,532

Undistributed Tax Collections 383 3,290,298 3,290,284 397

Other Trust Payable 6,439 364,420 360,391 10,468
Total Liabilities $419,054 $8,642,329 $8,699,876 $361,507
LIBRARY PENAL FINE FUND
Assets

Cash $ 25,122 $ 61,845 $ 68,692 $ 18,275
Liabilities

Undistributed Interest $ 125 $ 620 $ 654 $ 91

Undistributed Penal Fines 24,997 61,224 68,037 18,184
Total Liabilities $ 25,122 $ 61,844 $ 68,691 $ 18,275
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ONTONAGON COUNTY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (1)

For the Fiscal Year Ended September 30, 2003

Federal Grantor/Pass-Through Grantor/Program Title

PRIMARY GOVERNMENT

US Department of Housing and Urban Development
Passed Through Michigan State Housing Devel opment Authority

Community Development Block

Grant/Small Cities Program
Housing Rehabilitation
Housing Rehabilitation

Total Department of Housing and Urban Devel opment

Department of Justice
Passed Through Michigan Department of State Police
State Domestic Preparedness Equipment Grant

Department of Transportation
Passed Through Michigan Department of Transportation
Airport Improvement
Capital and Operating Assistance
Operating Assistance--Section 5311
RTAP Training Funds

Total Department of Transportation

Federal Emergency Management Agency
Passed Through Michigan Department of State Police
State Domestic Preparedness Equipment Grant

US Department of Health and Human Services
Passed Through Michigan Family Independence Agency
Child Support Enforcement
TitlelV-D
Cooperative Reimbursement Program
Cooperative Reimbursement Program
Medical Support Enforcement

Total Department of Health and Human Services

TOTAL PRIMARY GOVERNMENT
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SCHEDULE 1
Federal
CFDA Pass-Through Federal
Number Grantor's Number Expenditures
14.228 M SC 2000-0748-HOA $ 102,784
14.228 MSC 2003-0748-HOA 2,813
105597
16.007 2 26,358
20.106 2002-0714 30,600
20.509 99-1036 44,635
20.509 2 2,601
77,836
83.552 2 4,285
93.563 CS/FOC-03-66001 105,911
93.563 CS/PA-03-66002 4,872
93.563 CS/MED-03-66001 8,875
119,658
$ 333,734



ONTONAGON COUNTY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended September 30, 2003

1) The accompanying Schedule of Expenditures of Federa Awards includes the Federal grant
activity of Ontonagon County and is presented on the modified accrual basis of accounting.
The information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.

2) The pass-through grantor number was not available.
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Schedule 2
Ontonagon County
Schedule of Findings and Questioned Costs
For the Fiscal Year Ended September 30, 2003

Section I--Summary of Auditor’s Results

Financial Statements
Type of auditor’s report issues. Ungudified

Interna control over financia reporting:

. Materia weskness(es) identified? Yes v  No
- Reportable condition(s) identified that are
not consdered to be material weaknesses? v Yes None reported
Noncompliance materid to financia
Statements noted? Yes v No
Federal Awards

Interna control over mgor programs.
. Materia weskness(es) identified? Yes v  No

- Reportable condition(s) identified that are
not considered to be materia weaknesses? Yes v None reported

Type of auditor’s report issued on compliance for mgjor programs. unqudified

Any audit findings disclosed thet are required
to be reported in accordance with section
510(a) of Circular A-133? Yes v No

Identification of mgor programs:

CFDA Number(s) Name of Federal Program or Cluster
93.563 Child Support Enforcement

Dallar threshold used to distinguish between

type A and type B programs: $300,000

Auditee qualified as low-risk audites? v Yes _______No



Schedule 2
Ontonagon County
Schedule of Findings and Questioned Costs
For the Fiscal Year Ended September 30, 2003

Section |1--Financial Statement Findings

STATUTORY COMPLIANCE

Our review of procedures for compliance with statutory requirements disclosed the following exceptions:

Board of Commissioners--Budget Requirements Finding 03-01

Condition: Asindicated in the notesto financid statements, the County of Ontonagon has not complied
with certain provisons of Public Act 2 of 1968, as amended, the Uniform Budgeting and Accounting Act.
For the fiscd year ending September 30, 2003, expenditures were incurred in excess of amounts
appropriated in the amended budgets for the activities or functions of the generd and specid revenue
funds are asfollows:

Expenditures

Over
Fund/Activity or Function Budget Actual Budget
General Fund
Recreational and Cultural $ 22,691 $ 22,842 $ 151
Special Revenue Funds
Friend of the Court
Health and Welfare 200 661 461
Law Library
Judicial 9,000 9,099 99
Economic Development Revolving Loan
Health and Welfare 217,000 224,500 7,500
Social Welfare
Health and Welfare 143,550 159,637 16,087
Veterans Trust
Health and Welfare 2,616 6,455 3,839

Criteria: The expenditure of fundsin excess of gppropriationsis contrary to the provisons of Public Act
2 of 1968, as amended. The act requires the board of commissioners to make budget amendments as
needed to prevent actua expenditures from exceeding those provided for in the budget.

Directive: We direct thet the county’ s chief adminidrative officer and those boards and commissions and
adminidrative personnd respongble for administering the activities of the various funds of the county,
develop budgetary control procedures for the generd fund and specid revenue funds which will assure
that expenditures do not exceed amounts authorized in the Generd Appropriations Act or amendments
thereof.
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Schedule 2
Ontonagon County
Schedule of Findings and Questioned Costs
For the Fiscal Year Ended September 30, 2003

Section |1--Financial Statement Findings
(Continued)

Management’ s Response--Corrective Action Plan: Contact person is Judy Roehm, County Clerk, 725
Greenland Road, Ontonagon, Michigan 49953. Telephone (906) 884-4255.

Section |11--Federal Award Findings and Questioned Costs

No matters were reported.

46



STATE OF MICHIGAN
JENNIFER M. GRANHOLM DEPARTMENT OF TREASURY JAY B. RISING
GOVERNOR LANSING STATE TREASURER

December 10, 2003

Ontonagon County Board of Commissioners
Ontonagon County Courthouse

725 Greenland Road

Ontonagon, Michigan 49953

RE: Report on Compliance and on Internal Control Over Financial Reporting
Based on an Audit of Financial Statements Performed in Accordance With
Government Auditing Standards

Dear Commissioners:

We have audited the general purpose financia statements of Ontonagon County, Michigan, as
of and for the year ended September 30, 2003, and have issued our report thereon dated
December 10, 2003. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller Genera of the United
States.

Compliance--As part of obtaining reasonable assurance about whether Ontonagon County’s
financia statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts and grants, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of
our audit and, accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance that are required to be reported under Government
Auditing Standards, however, we did note an instance of noncompliance described in the
accompanying Schedule of Findings and Questioned Costs as item 03-1.

Internal Control Over Financia Reporting-In planning and performing our audit, we
considered Ontonagon County’s internal control over financial reporting in order to determine
our auditing procedures for the purpose of expressing our opinion on the financial statements
and not to provide assurance on the internal control over financial reporting. Reportable
conditions involve matters coming to our attention relating to significant deficiencies in the
design or operation of the internal control over financial reporting that, in our judgment, could
adversely affect Ontonagon County’s ability to record, process, summarize and report financial
data consistent with the assertions of management in the financial statements.

LOCAL AUDIT AND FINANCE DIVISION - P.O. BOX 30728 - LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury - (517) 373-3227



Ontonagon County
December 10, 2003

Page 2

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to arelatively low level the risk that misstatements
in amounts that would be material in relation to the financial statements being auditing may
occur and not be detected within a timely period by employees in the norma course of
performing their assigned functions. Our consideration of the internal control over financial
reporting would not necessarily disclose all matters in the internal control that might be
reportable conditions and, accordingly, would not necessarily disclose all reportable conditions
that are aso considered to be material weaknesses. However, we believe none of the reportable
conditions described above is a material weakness.

This report is intended solely for the information and use of the management, Federa and State
awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties. However, this report is a matter of public record and
its distribution is not limited.

>

4 . S ’—’}“"d’
'f:/" ,/- Fap I

Cary Jay Vaughn, CPA, CGFM
Audit Manager
Local Audit and Finance Division
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STATE OF MICHIGAN
JENNIFER M. GRANHOLM DEPARTMENT OF TREASURY JAY B. RISING
GOVERNOR LANSING STATE TREASURER

December 10, 2003

Ontonagon County Board of Commissioners
Ontonagon County Courthouse

725 Greenland Road

Ontonagon, Michigan 49953

RE:  Report on Compliance With Requirements Applicable to Each Major Program
And Internal Control Over Compliance in Accordance With OMB Circular A-133

Dear Commissioners:

Compliance--We have audited the compliance of Ontonagon County with the types of
compliance requirements described in the US Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its magor Federd
programs for the year ended September 30, 2003. Ontonagon County’s major Federal programs
are identified in the Summary of Auditor’s Results section of the accompanying Schedule of
Findings and Questioned Costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to each of its major Federal programs is the responsibility of
Ontonagon County’s management. Our responsibility is to express an opinion on Ontonagon
County’ s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financia audits contained
in Government Auditing Standards issued by the Comptroller Genera of the United States,
and OMB Circular A-133, Audits of States, L ocal Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance occurred with the types of compliance
requirements referred to above that could have a direct and material effect on a major Federa
program. An audit includes examining, on a test basis, evidence about Ontonagon County’s
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on Ontonagon County’s compliance
with those requirements.

In our opinion, Ontonagon County complied, in all material respects, with the requirements
referred to above that are applicable to each of its mgjor Federa programs for the year ended
September 30, 2003.

LOCAL AUDIT AND FINANCE DIVISION - P.O. BOX 30728 - LANSING, MICHIGAN 48909-8228
www.michigan.gov/treasury - (517) 373-3227



Ontonagon County
December 10, 2003

Page 2

Internal Control Over Compliance--The management of Ontonagon County is responsible for
establishing and maintaining effective internal control over compliance with requirements of
laws, regulations, contracts and grants applicable to Federal programs. In planning and
performing our audit, we considered Ontonagon County’s internal control over compliance
with requirements that could have a direct and material effect on a mgjor Federal program in
order to determine our auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with OMB
Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose al
matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that noncompliance with applicable
requirements of laws, regulations, contracts and grants that would be material in relation to a
major Federal program being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over compliance and its operation that we consider to be material
weaknesses.

This report is intended solely for the information and use of the management, Federal and State
awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties. However, this report is a matter of public record and
its distribution is not limited.

Cary Jay Vaughn, CPA, CGFM
Audit Manager
Loca Audit and Finance Division
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