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Independent Auditor's Report 
 
Shepherd Tri-Township Fire Department 
Isabella County, Michigan 
 

We have audited the accompanying financial statements of the governmental activities and each major fund of 
the Shepherd Tri-Township Fire Department (the Department) as of and for the year ended November 30, 2012, 
which collectively comprise the Department’s basic financial statements as listed in the table of contents. These 
financial statements are the responsibility of the Department’s management. Our responsibility is to express 
opinions on these financial statements based on our audit. 

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities and each major fund of the Department, as of November 30, 2012, 
and the respective changes in financial position for the year then ended in conformity with accounting principles 
generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated May 21, 2013, on our 
consideration of the Department’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that 
report is to describe the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance. 
That report is an integral part of an audit performed in accordance with Government Auditing Standards and 
should be considered in assessing the results of our audit. 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and budgetary comparison information be presented to supplement the basic financial 
statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of management about 
the methods of preparing the information and comparing the information for consistency with management’s 
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of 
the basic financial statements. We do not express an opinion or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 

 
Roslund, Prestage & Company, P.C. 
Certified Public Accountants 
 
May 21, 2013 
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Shepherd Tri-Township Fire Department 
Management’s Discussion and Analysis 

 

 

I 
 

Using this Annual Report 
 
This annual report consists of a series of financial statements. The Government-wide financial 
statements, which include the statement of net assets and the statement of activities, provide information 
about the activities of Shepherd Tri-Township Fire Department (the Department) as a whole and present 
a longer-term view of the Department’s finances.  These statements are on pages 1 and 2 of this report. 
 
Fund financial statements, however, tell how these services were financed in the short-term, as well as 
what remains for future spending. Fund financial statements also report the Department's operations in 
more detail than the government-wide financial statements.  These statements are on pages 3 through 6 
of this report. 
 
Government-Wide Financial Statements 
 
The Department's total net assets as of year-end were $573,008.  The Department’s total expenses for 
the year reflected in the statement of activities were $327,561. 
 
The table below shows a condensed statement of net assets as of November 30, 2012 and 2011: 
 

 2012 2011 

Assets   

    Current assets $ 217,567 $ 255,714 

    Noncurrent assets 369,260 418,757 

Total assets 586,827 674,471 

   

Current liabilities 13,819 40,302 

   

Net assets:   

    Invested in capital assets, net of related debt 369,260 418,757 

    Restricted for capital purchases 2,668 38,635 

    Unrestricted 201,080 176,777 

Total net assets $ 573,008 $ 634,169 

 
The table below shows a condensed statement of activities as of November 30, 2012 and 2011: 
 

 2012 2011 

Revenues   

    Charges for services $ 95,986 $ 83,950 

    Operating grants and contributions 157,771 218,164 

     Investment earnings 11,665 297 

     Other revenues 978 10,015 

Total Revenues 266,400 312,426 

   

Expenses   

    Public safety 327,561 374,201 

   

Change in net assets (61,161) (61,775) 

   

Net assets – beginning of year 634,169 695,944 

   

Net assets – end of year $ 573,008 $ 634,169 

 
 
 



Shepherd Tri-Township Fire Department 
Management’s Discussion and Analysis 

 

 

II 
 

Fund Financial Statements 
 
The fund financial statements provide detail information about the most significant funds, not the 
Department as a whole. The Board creates funds to help manage money for specific purposes as well as 
to show accountability for certain activities. 
 
The General Fund pays for most of the Department’s services. The amount paid to the General Fund by 
the supporting entities of the joint venture is supported by a detailed calculation of the current year 
budgeted costs approved by the Board.   
 
The Department’s unassigned fund balance in the General Fund as of year-end was $201,080.  
Expenditures for the General Fund as of year-end were $278,064.     
 
General Fund Budgetary Highlights 
 
In the 11-12 fiscal year the Fire Board made budget line item adjustments to reflect the economic 
conditions affecting local government revenue sharing. Those adjustments allowed the Shepherd Tri-
Township Fire Department to maintain efficient operation for the 11-12 fiscal year. 
 
Capital Assets 
 
At the end of 2012, the Department had $369,260 invested in a broad range of capital assets, including 
buildings, vehicles and equipment.  During the year, the Department added the following assets: 

 Water Softener – Fire Barn #1 

 Two Furnaces – Fire Barn #1 

 Insulated Fire Barn #1 

 Pump for Jaws of Life – Fire Barn #1 
 
Next Year's Budgets and Rates       
 
The General Fund budgeted expenses for 2012-2013 are $231,863 
     
Contacting the Fire Management 
 
This financial report is intended to provide a general overview of the Department’s finances and to show 
the Department’s accountability for the money it receives. If you have questions about this report or need 
additional information, please contact Tom Ramon Chairman of the Shepherd Tri-Township Fire Board. 
Home Phone number is 989-828-6519, cell phone 989-944-3000. 
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2012 2011

Assets

Current assets

Cash and cash equivalents 214,899$        217,079$        

Cash and cash equivalents - restricted 2,668              38,635            

Total current assets 217,567          255,714          

Noncurrent assets

Capital assets, net of accumulated depreciation 369,260          418,757          

Total noncurrent assets 369,260          418,757          

Total assets 586,827          674,471          

Liabilities

Current liabilities

Accounts payable 13,385            12,032            

Deferred revenue 434                 28,270            

Total liabilities 13,819            40,302            

Net Assets

Invested in capital assets, net of related debt 369,260          418,757          

Restricted for capital purchases 2,668              38,635            

Unrestricted 201,080          176,777          

Total net assets 573,008$        634,169$        

Shepherd Tri-Township Fire Department

Statement of Net Assets

November 30, 2012 and 2011

Governmental Activities

The notes to the financial statements are an integral part of this statement. 1



Net (expense)

revenue and

Charges Operating Grants changes in

Expenses for Services and Contributions net assets 2011

Functions/Programs

Primary Government

Public safety 327,561$        95,986$          157,771$           (73,804)$         (72,087)$         

General Revenues

Unrestricted investment earnings 11,665            297                 

Miscellaneous revenues 978                 10,015            

Total general revenues 12,643            10,312            

Change in net assets (61,161)           (61,775)           

Net assets - beginning of year 634,169          695,944          

Net assets - end of year 573,008$        634,169$        

Program Revenues

Shepherd Tri-Township Fire Department

Statement of Activities

For the Year Ended November 30, 2012, With Comparative Data

The notes to the financial statements are an integral part of this statement. 2
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2012 2011

Assets

Cash and cash equivalents 214,899$        217,079$        

Cash and cash equivalents - restricted 2,668              38,635            

Total assets 217,567$        255,714$        

Liabilities

Accounts payable 13,385$          12,032$          

Deferred revenue 434                 28,270            

Total liabilities 13,819            40,302            

Fund Balances

Restricted 2,668              38,635            

Unassigned 201,080          176,777          

Total fund balances 203,748          215,412          

Total liabilities and fund balances 217,567$        255,714$        

Shepherd Tri-Township Fire Department

Balance Sheet

November 30, 2012 and 2011

Governmental Funds

General Fund

The notes to the financial statements are an integral part of this statement. 3



Total fund balance - governmental funds 203,748$        

Amounts reported for governmental activities in the statement of net assets are

different because:

Capital assets used in governmental activities are not financial resources and,

therefore, are not reported in the funds.

Add: cost of capital assets 1,678,680       

Deduct: accumulated depreciation (1,309,420)      

 369,260          

Net assets of governmental activities 573,008$        

Shepherd Tri-Township Fire Department

Reconciliation of Fund Balances on the Balance Sheet for Governmental Funds

to Net Assets of Governmental Activities on the Statement of Net Assets

For the Year Ended November 30, 2012

The notes to the financial statements are an integral part of this statement. 4



2012 2011

Revenues

Federal grants 27,836$          88,229$          

Contributions from local units 129,935          129,935          

Charges for services 95,986            83,950            

Interest 11,665            297                 

Other revenues 978                 10,015            

Total revenues 266,400          312,426          

Expenditures

Public Safety

Building and grounds 6,735              5,603              

Computer software support 1,170              311                 

Gas and fuel 8,708              8,080              

Insurance 28,685            27,869            

Miscellaneous 1,306              7,312              

Professional services 4,719              5,704              

Repairs and maintenance 19,799            19,289            

Salaries and payroll taxes 115,823          100,644          

Supplies 11,088            12,083            

Small equipment 8,377              5,503              

Capital outlay 28,268            -                      

Training 4,100              2,586              

Uniforms 29,356            89,521            

Utilities 9,930              9,661              

Total expenditures 278,064          294,166          

 

Excess of revenues over (under) expenditures (11,664)           18,260            

Fund balance, beginning of year 215,412          197,152          

 

Fund balance, end of year 203,748$        215,412$        

For the Years Ended November 30, 2012 and 2011

Shepherd Tri-Township Fire Department

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

General Fund

The notes to the financial statements are an integral part of this statement. 5



Net change in fund balances - total governmental funds (11,664)$         

Amounts reported for governmental activities in the statement of activities are

different because:

Governmental funds report capital outlays as expenditures.  However, in the statement

of activities, the cost of those assets is allocated over their estimate useful lives as

depreciation expense.

Add: capital asset additions 28,268            

Deduct: depreciation expense (77,765)           

Change in net assets of governmental activities (61,161)$         

Shepherd Tri-Township Fire Department

Reconciliation of the Statement of Revenues, Expenditures and Changes in

Fund Balances of Governmental Funds to the Statement of Activities

For the Year Ended November 30, 2012

The notes to the financial statements are an integral part of this statement. 6
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Shepherd Tri-Township Fire Department 
Notes to the Financial Statements 

 

7 

 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The accompanying financial statements of Shepherd Tri-Township Fire Department (the Department) conform to 
accounting principles generally accepted in the United States of America as applicable to governmental units.  
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles.  The following is a summary of the significant 
accounting policies used by the Department.   
 
Reporting Entity 
 
The Department is governed by a Board consisting of eight members and provides services to four local units of 
government.   
 
The accompanying financial statements have been prepared in accordance with criteria established by the 
Governmental Accounting Standards Board for determining the various governmental organizations to be 
included in the reporting entity.  These criteria include significant operational financial relationships that determine 
which of the governmental organizations are a part of the Department’s reporting entity, and which are 
organizations that are legally separate, component units of the Department.  Based on the application of the 
criteria, the Department does not contain any component units. 
 
Joint Venture 
 
The Department was established through a joint venture entered into by the Village of Shepherd, Chippewa 
Township, Lincoln Township, and Coe Township and it provides fire and rescue services to residents of these and 
other local areas.  The participants provide annual funding for its operations.    
 
The local units’ interest in Shepherd Tri-Township Fire Department is determined by the average of the ratios of 
taxable values and of population figures on each local unit. 
 
For the year ended November 30, 2012, the Village of Shepherd, Chippewa Township, Lincoln Township and Coe 
Township’s interests in Shepherd Tri-Township Fire Department, based on the formula discussed above, is 13%, 
43%, 24%, and 20%, respectively. 
 
Government-Wide and Fund Financial Statements 
 
The government-wide financial statements (i.e. the statement of net assets and the statement of activities) report 
information on all of the nonfiduciary activities of the Department.  Governmental activities, which normally are 
supported by intergovernmental revenue, are reported separately from business-type activities, which rely to a 
significant extent on fees and charges for support. 
 
The statement of activities demonstrates the degree to which the direct expenses of a function are offset by 
program revenues.  Direct expenses are those that are clearly identifiable with a specific function.  Program 
revenues include charges to consumers who purchase, use or directly benefit from services provided by a given 
function.  Program revenues also include grants and contributions that are restricted to meeting the operational or 
capital requirements of a particular function.  Other items not properly included among program revenues are 
reported instead as general revenues.  Resources that are dedicated internally are reported as general revenues 
rather than as program revenues. 
 
Net assets are restricted when constraints placed on them are either externally imposed or are imposed by 
constitutional provisions or enabling legislation.  Internally imposed designations of resources are not presented 
as restricted net assets.  When both restricted and unrestricted resources are available for use, generally it is the 
Department’s policy to use restricted resources first, then unrestricted resources as they are needed. 
 
Separate financial statements are provided for governmental funds.  Major individual governmental funds are 
reported as separate columns in the fund financial statements. 
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Notes to the Financial Statements 
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Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 
Government-Wide Financial Statements – The government-wide financial statements are reported using the 
economic resources measurement focus and the accrual basis of accounting.  Revenues are recorded when 
earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.  
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the 
provider have been met.   
 
Governmental Fund Financial Statements - The Governmental fund financial statements are reported using the 
current financial resources measurement focus and the modified accrual basis of accounting.  Revenues are 
recognized as soon as they are both measurable and available.  Revenues are considered to be available when 
they are collectible within the current period or soon enough thereafter to pay liabilities of the current period.  For 
this purpose, the Department considers revenues to be available if they are collected within 60 days of the end of 
the current fiscal year end.  Expenditures generally are recorded when a liability is incurred, as under accrual 
accounting.  However, debt service expenditures, expenditures relating to compensated absences, and claims 
and judgments are recorded only when payment is due.   
 
The Department reports the following major governmental funds: 
 
General Fund - the Department’s primary operating fund.  It accounts for all financial resources of the 
Department, except those required to be accounted for in another fund. 
 
Assets, Liabilities and Net Assets or Equity 
 
Cash and Investments 
 
The Department’s cash and cash equivalents are considered to be cash on hand, money market funds, demand 
deposits and certificates of deposit.   
 
Restricted Cash 
 
Cash has been restricted for the amount of grants received that have not yet been spent. 
 
Inventories and Prepaid Expenditures 
 
Inventories, which are immaterial in amount, are not recognized as an asset in these financial statements.  
Inventories are recorded as expenditures at the time of purchase.  Certain payments to vendors reflect costs 
applicable to future accounting periods and are recorded as prepaid expenditures.   
 
Capital Assets 
 
Capital assets, which include property, plant and equipment, are reported in the governmental column in the 
government-wide financial statements.  Capital assets are defined by the Department as individual assets with an 
estimated useful life in excess of one year.  Such assets are recorded at historical cost or estimated historical cost 
if purchased or constructed.  Donated capital assets are recorded at estimated fair value at the date of donation. 
 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend assets 
lives are not capitalized. 
 
Major outlays for capital assets and improvements are capitalized as projects are constructed.  Interest incurred 
during construction of capital assets is not capitalized.  No interest expense was incurred during the current year.   
 
Capital assets utilized in the governmental funds are recorded as expenditures in the governmental fund financial 
statements.  Depreciation expense is recorded in the government-wide financial statements.   
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Capital assets of the Department are depreciated using the straight line method over the following estimated 
useful lives: 
 

Assets Years 

Buildings & Improvements 7-40 

Equipment 5-7 

Vehicles 15-20 

 
Net Assets and Fund Balances 
 
Restricted net assets shown in the government-wide financial statements will generally be different from amounts 
reported as reserved/designated fund balances in the governmental fund financial statements.  This occurs 
because of differences in the measurement focus and basis of accounting used in the government-wide and fund 
financial statements and because of the use of funds to imply that restrictions exist. 
 
Fund Balances - Reserves and Designations 
 
Beginning with fiscal year 2011, the Department implemented GASB Statement No. 54, “Fund Balance Reporting 
and Governmental Fund Type Definitions.”  This Statement provides more clearly defined fund balance categories 
to make the nature and extent of the constraints placed on a government’s fund balances more transparent.  The 
following classifications describe the relative strength of the spending constraints: 

 

 Nonspendable fund balance—amounts that are in nonspendable form (such as inventory or prepaid 
expenditures) or are either legally or contractually required to be maintained intact. 
 

 Restricted fund balance—amounts constrained to specific purposes by their providers (such as grantors, 
bondholders, and higher levels of government), through constitutional provisions, or by enabling legislation.   

 

 Committed fund balance—amounts constrained to specific purposes by the Department itself, using its 
highest level of decision-making authority (Board of Directors).  To be reported as committed, amounts cannot 
be used for any other purpose unless the Department takes the same highest level action to remove or 
change the constraint.  
 

 Assigned fund balance—amounts the Department intends to use for a specific purpose.  Intent can be 
expressed by the Board of Directors or by an official or body to which the Board of Directors delegates the 
authority. 
 

 Unassigned fund balance—amounts that are available for any purpose.  Positive amounts are reported 
only in the general fund. 

 
The Department would typically use restricted fund balance first, followed by committed resources, and then 
assigned resources as appropriate opportunities arise, but reserves the right to selectively spend unassigned 
resources first to defer the use of these classified funds. 
 

Net Assets - Restrictions 
 
Net assets in the government-wide financial statements are reported as restricted when constraints placed on net 
asset use is either: 

 Externally imposed by creditors, grantors, contributors, or laws or regulations of other governments, or 

 Imposed by law through constitutional provisions or enabling legislation. 
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Estimates 
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities at the date of the financial statements and the reported amounts of revenues and 
expenditures during the reporting period.  Actual results could differ from those estimates. 
 
Comparative Data 
 
Comparative total data for the prior year has been presented in order to provide an understanding of the changes 
in financial position and operations.  Also, certain amounts presented in the prior year may have been reclassified 
in order to be consistent with the current year’s presentation. 
 
 
NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 
Budgetary Information 
 
The Department adopts a budget for the general fund.  This budget is adopted and prepared on the modified 
accrual basis of accounting.  This budget is adopted at the line-item level.  The budgeted revenues and 
expenditures for governmental fund types, as presented in this report, include any authorized amendments to the 
original budget as adopted. 
 
Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all 
governmental funds.  All annual appropriations lapse at fiscal year-end.  P.A. 621 of 1978, section 18(1), as 
amended, provides that a local unit shall not incur expenditures in excess of the amount appropriated.  In the 
body of the financial statements, the Department’s actual expenditures and budgeted expenditures for the 
budgetary funds have been shown on a line-item basis.  The approved budgets of the Department for these 
budgetary funds were adopted at the line-item level.  
 
Formal budgetary integration is employed as a management control device during the year for the general fund.   
 
The Department does not maintain a formalized encumbrance accounting system. 
 
Excess of Expenditures over Appropriations in Budgeted Funds 
 
During the year ended November 30, 2012, the Department incurred expenditures in excess of the amounts 
appropriated as shown in the back of this report.   
 
 
NOTE 3 – DETAIL NOTES 
 
Cash and Investments 
 
At November 30, the carrying amount of the Department’s cash and investments was as follows: 
 

 
 

2012 
 

2011 

Cash and cash equivalents $ 214,899 $ 217,079 

Cash and cash equivalents - restricted 2,668 38,635 

Totals $ 217,567 $ 255,714 
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Custodial Credit Risk – Deposits 
 
Custodial credit risk is the risk that, in the event of a bank failure, the Department’s deposits might not be 
recovered.  At November 30, 2012, the carrying amount of the Department’s deposits was $217,567, and the 
bank balance was $228,158, of which the entire balance was covered by federal depository insurance.  Deposits 
throughout the year which exceed FDIC insurance coverage limits are held at local banks.   
 
Interest Rate Risk.  State law limits the maturity of investments in commercial paper to not more than 270 days.  
The Department does not have a formal investment policy that further limits investment maturities as a means of 
managing its exposure to fair value losses arising from increasing interest rates. 
 
Credit Risk.  State statutes limit investments in commercial paper to be rated at the time of purchase within the 
three highest classifications established by not less than two standard rating services.  Investments in obligations 
of the State of Michigan or its political subdivisions must be rated as investment grade by not less than one rating 
service.  Investments in bonds, obligations, or repurchase agreements must be made with the U.S. Treasury and 
banker’s acceptances with United States banks.  The Department has no investment policy that would further limit 
its investment choices.   
 
Concentration of Credit Risk.   The Department places no limits on the amount they may invest in any one issuer.   
 
Capital Assets 
 
Capital assets of the Department for the current year are as follows: 
 

  
Beginning 
Balance 

 
Additions / 

Adjustments 

 
Disposals / 

Adjustments 
Ending 
Balance 

ASSET     

Buildings & Improvements $ 89,390 $ 21,123 $ - $110,513 

Equipment 95,385 47,145 - 142,530 

Vehicles 1,425,637 - - 1,425,637 

Sub-totals 1,610,412 68,268 - 1,678,680 

ACCUMULATED  
DEPRECIATION     

Buildings & Improvements (89,390) (1,049) - (90,439) 

Equipment (37,407) (83,808) - (121,215) 

Vehicles (1,064,858) (32,908) - (1,097,766) 

Sub-totals (1,191,655) (117,765) - (1,309,420) 

Totals $ 418,757 ($ 49,497) $ - $ 369,260 

 
Depreciation expense of $117,765 was charged to the public safety program.   
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Contributions from Local Units 
 
The main source of revenue for the Department consists of contributions from local units.  This source of revenue 
is derived from funds contributed by the Village of Shepherd, Chippewa Township, Lincoln Township and Coe 
Township, the members of the joint venture, and is intended to cover overhead and to fund future equipment 
replacements.  Contributions from local units for the year totaled $129,935 for overhead costs.   
 
Charges for Services 
 
Another source of revenue for the Department is derived from charges for services.  This revenue source consists 
of fees charged per incident, where each township is charged a predetermined fee for fire and rescue runs in 
order to cover the expenses of that run.  Charges for services from local units for the year totaled $95,986.       
 
FEMA Grant 
 
During the 2011 fiscal year, the Department received a Federal Emergency Management Agency (FEMA) Grant 
for the replacement of turn out gear.  The amount of the grant not spent as of year-end have been deferred. 
 
NOTE 4 - OTHER INFORMATION 
 
Risk Management 
 
The Department is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; 
errors and omissions; and natural disasters.  During the 2012 fiscal year, the Department purchased commercial 
insurance to mitigate these risks.  Settled claims for the commercial insurance, if any, did not exceed the amount 
of coverage during the year.  
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Variance

Between

Actual and 

Original Final Actual Final Budget

Revenues

Federal grants -$                    -$                    27,836$          27,836$          

Contributions from local units -                      129,935          129,935          -                      

Charges for services -                      83,500            95,986            12,486            

Interest -                      1,000              11,665            10,665            

Other revenues -                      600                 978                 378                 

Total revenues -                      215,035          266,400          51,365            

Expenditures

Public Safety

Building and grounds 4,300              4,300              6,735              (2,435)             

Computer software support 1,000              1,000              1,170              (170)                

Gas and fuel 7,000              7,000              8,708              (1,708)             

Insurance 28,882            28,882            28,685            197                 

Miscellaneous 1,410              1,410              1,306              104                 

Professional services 4,300              4,300              4,719              (419)                

Repairs and maintenance 21,100            21,100            19,799            1,301              

Salaries and payroll taxes 112,263          106,263          115,823          (9,560)             

Supplies 12,400            12,400            11,088            1,312              

Small equipment 1,500              12,269            8,377              3,892              

Capital outlay 7,500              7,500              28,268            (20,768)           

Training 4,000              4,000              4,100              (100)                

Uniforms 3,105              37,506            29,356            8,150              

Utilities 9,175              9,175              9,930              (755)                

Total expenditures 217,935          257,105          278,064          (20,959)           

Excess of revenues over

(under) expenditures (217,935)         (42,070)           (11,664)           30,406            

Fund balance, beginning of year 215,412          215,412          215,412          -                      

 

Fund balance, end of year (2,523)$           173,342$        203,748$        30,406$          

Shepherd Tri-Township Fire Department

For the Year Ended November 30, 2012

Budgetary Comparison Schedule for the General Fund

Budget Amounts

The notes to the financial statements are an integral part of this statement. 13
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER 
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Board of Directors 
Shepherd Tri-Township Fire Department 
Isabella County, Michigan 

We have audited the financial statements of the governmental activities and each major fund of  the Shepherd Tri-
Township Fire Department (the Department) as of and for the year ended November 30, 2012, which collectively 
comprise the Department’s basic financial statements and have issued our report thereon dated May 21, 2012. 
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. 

Internal Control Over Financial Reporting 

Management of the Department is responsible for establishing and maintaining effective internal control over 
financial reporting. In planning and performing our audit, we considered the Department’s internal control over 
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Department’s internal control over financial reporting. Accordingly, we do not express an opinion on the 
effectiveness of the Department’s internal control over financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and was not designed to identify all deficiencies in internal control over financial reporting 
that might be significant deficiencies, or material weaknesses and therefore, there can be no assurance that all 
deficiencies, significant deficiencies, or material weaknesses have been identified. However, as described in the 
accompanying schedule of findings and responses, we identified certain deficiencies in internal control over 
financial reporting that we consider to be material weaknesses and other deficiencies that we consider to be 
significant deficiencies. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. We consider the deficiencies described in the 
accompanying schedule of findings and responses as 2012-1 to be a material weakness.  

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than 
a material weakness, yet important enough to merit attention by those charged with governance. We consider the 
deficiencies described in the accompanying schedule of findings and responses as 2012-2 to be significant 
deficiencies.  

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Department’s financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, 
and grant agreements, 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 or other matters that are required to be reported under Government Auditing 
Standards.  

We noted certain other matters that we reported to management of the Department in a separate letter dated May 
21, 2012 

Christina
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The Department’s response to the findings identified in our audit is described in the accompanying schedule of 
findings and responses. We did not audit the Department’s response and, accordingly, we express no opinion on 
it. 

This report is intended solely for the information and use of management, the Board of Directors, others within the 
entity, and federal awarding agencies and pass-through entities and is not intended to be and should not be used 
by anyone other than these specified parties. 

 

 

Roslund, Prestage & Company, P.C. 
Certified Public Accountants 

 

May 21, 2012 
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Shepherd Tri-Township Fire Department 
Schedule of Findings and Responses 

 

 

2012-1   Material Audit Adjustments 

 

Finding Type:  Material Weakness in internal control over financial reporting 

 

Criteria: Management is responsible for maintaining its accounting records in accordance with 
generally accepted accounting principles (“GAAP”). 

 

Condition: During our audit, we identified and processed several adjustments (which were approved 
and posted by management) that were material, either individually or in the aggregate, to 
the Department’s financial statements.  These adjustments included corrections for 
deferred revenue and accounts payable.   

 

Cause: Internal controls did not detect certain adjustments necessary to properly record year-end 
balances. 

 

Effect: As a result, the following areas were initially misstated: 

 Deferred revenue was overstated and federal grants were understated by 
$27,836. 

 Accounts payable and payroll taxes were overstated by $7,638. 

 

Recommendation: Management has already reviewed and approved the necessary adjustments, and their 
effects are included in the Department’s financial statements.  Accordingly, no further 
corrective action is required. 

 
View of Responsible 
Officials: We are in agreement with this finding and, as stated above, have made the appropriate 

journal entries to correct the conditions. 
 
 
 
2012-2   Preparation of Financial Statements in Accordance with GAAP (Repeat) 

 

Finding Type:  Significant deficiency in internal control over financial reporting 

 

Criteria: Michigan governments are required to prepare financial statements in accordance with 
generally accepted accounting principles (GAAP).  This is a responsibility of the 
Department’s management.  The preparation of financial statements in accordance with 
GAAP requires internal controls over both (1) recording, processing, and summarizing 
accounting data (i.e., maintaining internal books and records), and (2) reporting fund 
financial statements including the related footnotes (i.e., external financial reporting). 
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Shepherd Tri-Township Fire Department 
Schedule of Findings and Responses 

 

 

Condition: As is the case with many similar-sized entities, the Department has historically relied on 
its independent external auditors to assist in preparing the financial statements and 
footnotes as part of its external financial reporting process. 

 

Cause: The Department has determined that it is more cost effective to outsource the preparation 
of its annual financial statements to the auditors than to incur the time and expense of 
obtaining the necessary training and expertise required for the government to perform 
this task internally. 

 

Effect: As a result, the Department lacks internal controls over the preparation of its financial 
statements in accordance with GAAP, and instead relies, in part, on its external auditors 
for assistance with this task. 

 
View of Responsible 
Officials: Management is aware of this deficiency and believes it is not cost beneficial in our 

situation to develop this expertise.  We will continue to use our external auditors for this 
technical assistance.  We would expect this situation to be ongoing in future years. 

 



 

 

 
 
 
 
 
 

 
 
 

Management Letter 
 
 

Members of the Board  
Shepherd Tri-Township Fire Department 
 
In planning and performing our audit of the financial statements of the Shepherd Tri-Township Fire 
Department for the fiscal year ended November 30, 2012, we considered the internal control structure to 
determine our auditing procedures for the purpose of expressing an opinion on the financial statements 
and not to provide assurance on the internal control structure. 
 
However, during our audit, we became aware of matters that are opportunities for strengthening internal 
controls.  The memorandum that accompanies this letter summarizes our comments and suggestions 
regarding those matters.  This letter does not affect our audit report dated May 21, 2013, on the financial 
statements of the Shepherd Tri-Township Fire Department. 
 
We will review the status of these comments during our next audit engagement.  We have discussed 
these comments and suggestions with management, and will be pleased to discuss them in further detail 
at your convenience.   
 
Sincerely, 
 

 
Roslund, Prestage & Company, P.C. 
Certified Public Accountants 
 
May 21, 2013 
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Page Two 
Shepherd Tri-Township Fire Department 
 
 
CURRENT YEAR COMMENTS AND RECOMMENDATIONS 
 
Organizational Structure 
 
The size of the Department’s accounting and administrative staff precludes certain internal controls that 
would be preferred if the office staff were large enough to provide optimum segregation of duties.  This 
situation dictates that the Board remain involved in the financial affairs of the Department to provide 
oversight and independent review functions.  
 
 
 
 




