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We affirm that:

We are certified public accountants licensed fo practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter {report of comments and recommendations).
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Check each applicable box below. {See instructions for further detail )

All required component units/funds/agencies of ihe focal unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
{P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Depariment of Treasury.
The local unit has adopted a budget for all required funds,

A public hearing on the budget was held in accordance with State statute,

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The locat unit bas not been delinguent in distributing tax revenues that were collected for ancther taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Buflefin for
Audits of Local Units of Government in Michigan, as revised {see Appendix H of Bulletin}.

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of cur audit
that have not been previously communicated to the Local Audit and Finance Division {LAFD) If there is such activity that has
not been carmmunicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previcus years
The audit opinion is UNQUALIFIED.

The local urit has complied with GASB 34 or GASB 34 as madified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The board or council approves all invaices prior to payment as required by charter or statuie.

To our knowladge, bank reconciliations that were reviewed were performed timely.

If a local unit of government {authorities and commissions included) is operaling within the boundaries of the audited entity and is not
inciuded in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), addressies), and a
description{s) of the authority and/or commission.

i, the undersigned, cerlify that this statement is complete and accurate in ali respects

We have enclosed the following: Enclosed | Not Required {enter a brief jusiification)
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Independent Auditors’ Report

Village Council
Village of Waldron
Waldron, Michigan

We have audited the accompanying financial statements of the governmental activilies, the business-type
activities, and each major fund of the Village of Waldron as of and for the year ended February 28, 2007, as
listed in the table of contents. These financial sialements are the responsibility of the Village's
management Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
Arnerica. Those standards require that we plan and perform the audit {o obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a iest
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant esfimales made by management, as well as
evaluating the overall financial statement preseniation. We believe that our audit provides a reasonable
basis for our opinion

in our opinion, the financial staternents referred te above present fairly, in all material respects, the financial
position of the governmental activities, the business-type activities, and each major fund of the Village of
Waldron as of February 28, 2007, and the respective changes in financial position and cash flows, where
applicable, thereof for the year then ended in conformity with accounting principies generally accepted in the
United States of America.

The Village of Waldron has not presented the Management's Discussion and Analysis that accounting
principles generally accepted in the United States of America have determined is necessary to supplement,
although not required to be part of, the financial statements.

The budgetary comparison information on page 19 is not a required part of the financial statements but is
supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information.
However, we did nof audit the information and express no opinion on it.

e + @mﬂ,o,uc , P
Willis & Jurasek, P.C.

August 17, 2007

T oo D

’\:’—V)E_LL]I.S & JURASEK, ».C. Phone Number: (517) 7588-8660
2535 Spring Arbor Road Fax Number: (517) 735-9872
Suite 200 1 E-Mail: willis@willispc com

Jackson, MI 49203-3690 Web site: wanw willispc com



Assets:

Cash

Accounis receivable

Taxes receivable

Due from other governmental units

Restricted assels

Capital assets;
Non-depreciable assets
Depreciable assets, net

Total assets

l.iabilities:
Other current liabilities
Non-current liabilities:
Due within one year
Due in more than one year
Total liabilities

Net Assets:
Invested in capital assels,
net of related debt
Restricted
Linrestricted
Total net asseis

See Notes to Financial Statements.

Village of Waldron
Statement of Net Asseis
February 28, 2007

Primary Government

Governmental Business-type
Activities Activities Total
3 382,286 3 176,296 § 558,592
- 14,258 14,258
6,861 - 6,861
26,313 - 29,313
- 124,175 124,175
7,500 8,331 15,831
85,323 1,834,935 2,020,258
511,293 2,257,895 2,769,288
1,738 9,453 11,191
- 6,400 6,400
- 623,800 623,800
1,738 539,653 641,391
82,823 1,313,068 1,405,889
- 124,175 124,175
416,732 181,101 597,833
$ 508555 § 1618342 § 2127897
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Assets

Cash
Receivables
Taxes receivable
Due from other governmental units

Tolal assets

Liabilities and Fund Balances

Liabilities:
Giher liabilities
Total liabilities

Fund Balances’
Unrestricted

Total fund balances

Total liabilities and fund balances

See Motes to Financial Statements.

Village of Waldron
Balance Sheet
Governmental Funds
February 28, 2007

Major Local

General Street Street Total
% 230396 % 116,418 35,481 % 382,296
6,861 - - 6,861
19,643 7614 2,056 29,313
3 256900 3 124,033 37537 % 418,470
3 1,738 & - - 3 1,738
1,738 - - 1,738
255,162 124,033 37,537 416,732
255,162 124,033 37,537 416,732
$ 256,800 % 124,033 37,537 % 418,470




Village of Waldron
Reconciliation of Fund Balances on the Balance Sheet for Governmental Funds to Net Assets
of Governmental Activities on the Staternent of Net Assets
February 28, 2007

Total Fund Balances - Governmental Funds $ 416,732

Amounts reported for governmental activities in the Statement
of Net Assets are different because:
Capital assets used in govermmental activities are not financial
resources and are not reported in the funds.

The cost of the capital assels is $ 138,860
Accumulated depreciation is {46,037}

92,823

Total Net Assets - Governmental Activities $ 509,555

See Notes to Financial Staiements.



Revenues:
Taxes
Intergovernmental
interest and rentals
Other revenue

Total revenues

Expenditures:
Legislative
General government
Public safety
Public works
Recreation and culture

Total expenditures
Revenues Over {Under} Expenditures

Other Financing Sources (Uses):
Transfers in
Transfers out
Total other financing sources (uses)
Net Changes in Fund Balances

Fund Balances - Beginning of Year

Fund Balances - End of Year

See Notes to Financial Statemenis.

Village of Waldron
Statement of Revenues, Expenditures, and Changes in Fund Batances

Governmental Funds

Year Ended February 28, 2007

Major Local

General Street Street Total
3 75,038 3 - % - % 75,038
64,484 42,169 11,387 118,050
3,067 1,675 45 4 787
13,933 - 234 14,167
156,632 43 844 11,666 212,042
1,100 - 1,100
118,216 - - 118,216
20,654 - - 20.654
8,989 15,554 5,928 31,471
3,852 - - 3,852
152,811 15,554 6,928 175,293
3,721 28,290 4,738 36,749
- 9,169 9,169
- {9,1689) - (9,169}
- {9,169) 9,169 -
3,721 19,121 13,907 36,749
251,441 104,912 23,630 379,983
$ 255,162 & 124033 § 37537 % 416,732




Village of Waldron
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities
Governmental Funds
Year Ended February 28, 2007

Net Change in Fund Balances - Total Gevernmental Funds 3 36,749
Amounis reported for governmental activities in the Statement
of Activities are different because:
Governmental funds report capital cutlays as expenditures; in the
Statement of Activities, these costs are allocated qver their estimated
useful lives as depreciation.
Depreciation expense 3 {9,103)
Capitai outiay - {9,103)
Change in Net Assets of Governmental Activities $___ 27,646

See Notes io Financial Statemenis.



Village of Waldron
Statement of Net Assets
Proprietary Funds
February 28, 2007

Enterprise Funds

Water Sewer
Fund Fund Total
Assets:
Cash 3 50,164 % 126,132 % 176,296
Accounts receivable 7,735 6,523 14,258
Restricted assets - 124 175 124,175
Capital assets:
Non-depreciable assels - 8,331 8,331
Depreciable assets, net 126,816 1,808,118 1,834,935
Total assets 184,715 2,073,280 2,257,985
Liabilities:
Current liabilities {payable from current assets).
Accrued interest 9,453 9,453
Curreni portion of bonds payable - 6,400 6,400
- 15,853 15,853
Non-current liabilities:
Bonds payable - 623,800 623,800
Total liabilities - 539,653 639,653
Net Assets:
Invested in capital assets, net of related debt 126,816 1,186,250 1,313,066
Resiricted for debt service - 124175 124 175
Unresiricied 57,898 123,202 181,101
Total net assets $ 184715 § 1433627 & 1618342

See Notes to Financial Statermenis



Village of Waldron
Statement of Revenues, Expenses and
Changes in Net Assets - Proprietary Funds
Year Ended February 28, 2007

Enterprise Funds

Water Sewer
Fund Fund Totals
Operating Revenues:
Charges for services 5 93,769 % 78394 % 172,163
Operating Expenses:
Mainienance and operating 55,547 49,166 104,713
Depreciation 3,588 45,435 49,023
Total operating expenses 59,135 84,601 153,736
Operating Income {Loss) 34,634 (16,207} 18,427
Non-operating Revenues {Expenses):
Capital granis - - -
Interest income 484 4,001 4,495
Miscellangous income 459 - 459
Interest expense - (28,311) (28,311)
Total non-operating revenues (expenses) 953 {24 310) (23,357)
Net Income {Loss) 35,587 {40,517) {4,930}
Net Assets - Beginning of Year 149,128 1,474,144 1,623,272
Net Assets - End of Year % 184,715 $ 14338627 § 1,618,342

See Notes io Financial Siatemenis.



Village of Waldron
Statement of Cash Flows
Proprietary Funds
Year Ended February 28, 2067

Business-type Activities
Enterprise Funds

Water Sewer
Eund Fund Total
Cash Flows From Operating Activities:
Cash received from customers, residents and users $ 81,264 S 78,252 % 169,516
RPaymenis fo suppliers (39,243} {41,877} {81,120}
Payments o employees (16,304} (7.478) {23,782)
Net cash provided by {used in) operating activities 35,717 25,897 64 614

Cash Flows From Capital and Related
Financing Activities:
Purchase of capital assets, net {10,888) - {10,888)

Principal and interest on capital debt {34 611} (346113
Net cash used by capital and related
financing aclivilies {10,989} (34,611} {45,600)
Cash Flows From Investing Activities:
Other nonoperating income received 459 - 459
Interest income received 484 4,001 4,485
Net cash provided by investing activities 953 4,001 4,954
Net Increase (Decrease} in Cash
and Cash Equivalents 25,681 {1,713} 23,968
Cash and Cash Equivalenis - Beginning of Year 24 483 252,020 276,503
Cash and Cash Eguivalents - End of Year % 50,164 & 250,307 % 300,471

Reconciliation of Operating Income {Loss}
to Net Cash Provided by Operating Activities:
Operating income {loss) $ 34834 § (16,207) § 18,427
Adiustments o reconcile operating income {loss)
o net cash provided by {used in} operating activities.

Depreciation and amoriization 3,588 45,435 49,023
Changes in:

Accounts receivable (2.505) (142} (2,647}

Accrued expenses - {189} {189}

Net Cash Provided by (Used in} Operating Activities b 35717 & 28,897 % 84,814

See Noies fo Financial Statements



Village of Waldron
Notes to Financial Statements

1. Summary of Significant Accounting Policies
Description of Village Operations

The Village of Waldron operates under a Council form of government and provides services o its
residents in many areas including public safely, law enforcement, community enrichment, and
development and human service. The criteria established by the Governmental Accounting Standards
Board (GASB) for determining the various governmental organizations {o be included in the reporting
enfity's financial statements include oversight responsibility, scope of public service, and special
financial relationships.

Reporting Entity

Generally accepted accounting principles require the reporting entity to include the Village of Waldron
{the primary government).

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 non-fiduciary activities of the primary governmeni. For the
most part, the effect of interfund activity has been removed from these statements. Governmenial
activities, which normally are supporied by taxes and intergovernmental revenues, are reporied
separately from business-type activities, which rely to a significant extent on fees and charges for
support.

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

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate columns
in the fund financial statements

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-Wide Statements - The government-wide financial statements are reporied using the
economic resources measurement fecus and the acocrual basis of accounting, as are the proprietary
fund and fiduciary fund financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar ilems are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

As a generai rule, the effect of interfund aclivity has been eliminated from the government-wide
financial statements Exceptions to this general rule are charges between the government’'s water
and sewer funds and various other functions of the government. Elimination of these charges would
distort the direct costs and program revenues reported for the various funclions concerned.
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Village of Waldron
Notes to Financial Statements

1. Summary of Significant Accounting Policies {Continued}
Measurement Focus, Basis of Accounting and Financial Statement Presentation

Government-Wide Statements {Continued) - Amounts reported as program revenues include 1)
charges to customers or applicants for goods, services, or privileges provided, 2) operating grants
and confributions, and 3) capital grants and coniributions, including special assessments. Internally
dedicated resources are reported as general revenues rather than as program revenues. Likewise,
general revenues include all taxes.

Fund-Based Statements - Governmental fund financial staiemenis are reported using the current
financial resources measurement focus and the modified acerual basis of accounting. Revenues are
recognized as scon as they are boih measurable and available. Revenues are considered to be
available if they are collected within the current period or soon enough thereafter {o pay liabilities of
the current pericd. For this purpose, the government considers revenues to be available if they are
collected within 60 days of the end of the current fiscal pericd. Expenditures generally are recorded
when a liability is incurred, as under acerual accounting. However, debt service expenditures are
recorded only when payment is due.

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

The government reporis the foliowing major governmental funds:

General Fund — This fund is the government's primary operating fund. It accounts for al! financial
rescurces of the general government, except those reguired to be accounted for in another fund.

Major Street Fund — This fund is a special revenue fund. It accounis for revenues received primarily
from the State of Michigan Department of Transportation and accounts for street activity relating to
the major street functions of the Village.

Local Street Fund — This fund is a special revenue fund. It accounts for revenues received primarily
from the State of Michigan Department of Transportation and accounts for street activity relating to
the local street functions of the Village

The government reperts the following major proprietary funds:

Water Fund - The Water Fund accounts for the water production, purification, and distribution
systems of the Village.

Sewer Fund — The Sewer Fund accounts for the activities of the sewage collection and treatment
systems of the Village.

Additional Financial Statement Presentation Information - Private-secior standards of
accounting and financial reporting issued prier to December 1, 1989, generaily are followed in both
the government-wide and proprietary fund financial statemenis to the exient that those standards do
not conflict with or confradict guidance of the Governmental Accounting Standards Board.
Governments alse have the option of following subsequent private-sector guidance for their
business-type aclivities and enterprise funds, subject to this same limitation. The Village has elected
not to follow subsequent private-sector guidance.
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Village of Waldron
Notes to Financial Statements

1. Summary of Significant Accounting Policies {Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

Additional Financial Statement Presentation information - Proprietary funds distinguish
operating revenues and expenses from non-operaling itlems. Operating revenues and expenses
generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues of the electric,
water and sewer enierprise funds and of the government's internal service fund are charges to
customers for sales and services. The enterprise funds alse recognize as operailing revenues the
portion of fees intended to recover the cost of connecting new customers fo the system. Qperating
expenses for enterprise funds and internal service funds include the cost of sales and services,
administrative expenses, and depreciation on capital asseis. All revenues and expenses not
meeting this definition are reported as non-operating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the government’s policy to
use resiricted resources first, then unresiricted resources as they are needed.

Deposits and Investments — Cash and cash equivalents include cash on hand, demand deposits,
and ceriificates of deposit. Deposiis are carried at cost.

Deposits of the Village are at three banks in the name of the Village of Waldron. Michigan Compiled
Laws, Section 12991 authorizes the Village o deposit and invest in the accounis of Federally
insured banks, insured credit unions and savings and loan associations; bonds and other direct
obligations of the United States, or an agency or instrumentality of the United States; United States
government or Federal agency obligation repurchase agreements, hanker's acceptances of United
States banks; commercial paper rated by two standard rating agencies within the two highest
classifications, which mature not more than 270 days after the date of purchase; obligations of ihe
State of Michigan or Political Subdivisions which are rated investment grade; and mutual funds
composed of investment vehicles which are legal for direct investment by local units of government
of Michigan. Financial institutions eiigible for deposit of funds must maintain an office in Michigan.
The Village's deposits are in accordance with statutory authority.

Receivables and Payables — All receivables are reported at their net value. They are reduced,
where appropriate, by the estimated portion that is expecied to be uncollectible.

Activities between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are refeired to as either “due toffromt other funds” (i.e., the current portion of
interfund loans) or “advances toffrom other funds™ {i.e., the non-current portion of interfund loans).
All other cuistanding balances between funds are reported as “due toffrom other funds.”

Any residual balances outstanding between the governmental activities and business-type aclivities
are reported in the government-wide financial statements as “internal balances ”

Restricted Assets — Certain proceeds of the Enterprise Funds’ revenue bonds, as well as certain
resources set aside for their repayment, are classified as restricted assets on the balance sheet
because their use is limited by applicable bond covenants. Also, certain resources have been set
aside 1o fund capital asset replacements.
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Village of Waldron
Nofes to Financial Statements

1. Summary of Significant Accounting Pclicies {Continued)

Capital Assets — Capital assets, which include property, plant, equipment, and infrasiructure assets
{e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable governmentai or
business-type activities columns in the government-wide financial statements. Capital assets are
defined by the government as assets with an inifial, individual cost of more than $5,000 and an
estimated useful life in excess of two years 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 denation.

The costs of normal maintenance and repairs that do nol add to the value of the asset or materially
extend asset lives are not capitalized.

Major ouilays for capital assets and improvemenis are capitalized as projects are constructed.
interest incurred during the consiruction phase of capital assets of business-type activities, if any, is
included as part of the capitalized value of the asseis consiructed. No such interest expense was
incurred during the current fiscal year.

Capital assets of the primary government are depreciated using the siraight-line method over the
following estimated useful lives:

Assets Years
Buildings and improvements 50
Vehicles 5-10
Equipment 5-20
Plant and systems 10-50

Long-Term Obligations — In the government-wide financial statements, and proprietary fund types
in the fund financial statements, iong-term debt and other iong-lerm obligations are reporied as
labilities in the applicable governmental activities, business-type aclivities, or proprietary fund type
statement of net assets. Bond premiums and discounts, as well as issuance coslts, are deferred and
amortized over the life of the bonds using the effeciive interest method. Bonds payable are reported
net of the applicable bond premium or discount.

Fund Equity — In the fund financial statements, governmental funds report reservations of fund
halance for amounis that are not available for appropriation or are legalty restricted by outside
parties for use for a specific purpose. Designations of fund balance represent tentative management
plans that are subject to change

Property Taxes - The government’s property taxes are levied each July 1 on the taxable valuation of
property located in the Village as of the preceding December 31, the lien date Properiy taxes are
payable without penalty and interest through September 30; as of March 1 of the succeeding vear,
unpaid real property taxes are sold to and collected by Hillsdale County.

Assessed values as established annually by the government, and subject to acceptance by the
County, are equalized by the State af an estimated 50% of current market value. Real and personal
property in the Village for 2006 had a taxable value of approximately $6,596,000 {not including
properties subject to industrial Facilities Tax exemption). The goverpment's general operating tax
rate for fiscal year 2006-07 was 10.9812 mills
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Village of Waldron
Notes to Financial Statements

1. Summary of Significant Accounting Policies (Continued)

Use of Estimates — The process of preparing financial statemenis in conformity with accounting
principles generally accepied in the United States of America requires the use of estimates and
assumptions regarding certain types of assets, liabiiities, revenues, and expenditures Such
estimates primarily relaie to unsettled transactions and evenis as of the date of the financial
statements. Accordingly, upon setilement, aciual results may differ from estimated amounts.

2. Stewardship, Compliance and Accountability

The Village follows these procedures in establishing budgetary data reflected in the financial
statements:

a} The Village submits a preposed operating budget for the fiscal year commencing March 1.
b} A public hearing is conducted by the Village io obtain taxpayer commenis.
c) The budget is then legally enacted through passage of the appropriations act

d) The budget is adopted on the governmental activity basis and control is exercised at the activity
level.

e) The budget for the general fund and special revenue funds are prepared on a basis consistent
with generally accepied accounting principles

fy Appropriations lapse at year end and therefore cancel all encumbrances. These appropriations
are reestablished at the beginning of the following year.

g) Once the budget is approved, it can be amended at the function and fund level only by approval
of a majority of the members of the Village Council. Amendments are presented o the Council
at their regular meetings Each amendment must have Council approval  Such amendments
are made before the faci, are reflected in the official minutes of the Village Council, and are not
made afier fiscal year-end as dictated by law.

3. Cash and Cash Equivalents
The balance sheet caption, “Cast” includes demand accounts and cerfificates of deposit.

At year-end, the Village's deposits were reported in the financial statements in the following categories:

Governmental Proprietary
Activities Funds Total

Cash and investiments $ 382206 $.300471 $.682767

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the eveni of a bank failure, the Village's depesits may not be
returned. The Village has not adopted and State law does not require a policy for deposit custodial credit
risk. As of year-end, $482,833 of the Village's bank balance of $682,833 was exposed to custodial credit
risk because it was uninsured and uncollateralized.

The Village had no invesiments at year-end.



Village of Waldron
Notes io Financial Statements

4, Capital Assets

Capital assets activity for the year ended February 28, 2007 was as follows:

Disposals
Beginning and Ending
Primary Government Balance Additions__ Adjustments Balance
Governmental Activities:
Capital assets not being depreciated:
tand 3 7.500 3 - % 2 $ 7.500
Total capital assets
not being depreciated 7,500 - - 7.500
Capital assets being depreciated
Buildings and improvements 54,000 - - 54,000
Equipment and vehicles 77,360 - - 77.360
Total capital assets
being depreciated 131,360 - - 131,360
Accumulaied depreciation.
Buildings and improvemenis 8,333 1,800 - 10,133
Equipment and vehicles 28,601 7,303 - 35904
Total accumulated depresiation 36,934 8,103 - 46,037
Total capital assets
being depreciated - net 94,4286 {8,103) - 85,323
Governmental activities
capital assets - net $..101,926 %_ (9.103) § - $_ 52,823
Disposals
Beginning and Ending
Business-Type Activities Balance Additions Adjustmenis Balance
Capital assets not being depreciated.
Land 3 8,331 $ - - $ 8,331
Capital assets being depreciated:
Water system 307,895 10,989 - 318,884
Sewer system 2,289,651 - - 2,289,651
Total capital assets
being depreciated 2,587,648 10,989 - 2,608,635
Accumulated depreciation 624,677 49023 - 873,700
Total capital assets
being depreciated - net 1,972,969 {38,034) - 1,934,835
Business-type actlivities
capiial asseis - net $1,0981.300 $_ (38.034) $__ - $1.943 266
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Village of Waldron
Notes fo Financial Statements

4. Capital Assets {Continued)

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities:

General government $ 4,507
Pubklic works 4596
Total depreciation expense — governmental activities $ 9,103

Business-Type Aclivities:
Sewer and Water $___49.023

5. Receivables

Receivables of the governmental activities of the primary government
at February 28, 2007, consist of the following:

Other governmental units {primarily the State of Michigan) $ 29313
Delinquent taxes 6.861
$_36.174

6. Interfund Transfers

Transfers In Transfers Out
Transfers:
Major Street $ - $ 9,189
Local Street 9,169 -
$__9.169 $__9.169

Transfers are used to: (1} move revenues from the fund that is required to collect them to the fund
that is required or allowed io expend them, (2} move receipts restricted o or allowed for debt service
from the funds collecting the receipts to the debt service fund as debt service paymenis become due,
and {3) use unrestricted revenues collecied in the General Fund fo finance various programs
accounted for in other funds in accordance with budgetary authorizations.
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Village of Waldron
MNotes to Financial Statements

7. Long-Term Debt

The Village issued $643,000 of revenue bonds dated June 17, 2003 at 4.5% interest to provide funds for
the construction of a sewer project. Income derived from the construcied assets will be used to repay
the revenue bonds and the debt is recorded in the Sewer Fund.

Enterprise activities - long-term obligation activity can be summarized as follows:

Amounts
Due
Beginning Ending Within One
Balance Additions Reductions Balance Year
Bonds $__ 636,500 $ - $ 6,300 $___ 630,200 $ 8.400
Principal Interest Total
2008 $ 6,400 $ 28,400 $ 34,800
2009 7,500 28,000 35,500
2010 7,500 27,700 35,200
2011 7,600 27,400 35,000
2012 7,700 27,000 34,700
2013-2017 46,600 125,500 176,100
2018-2022 58,000 118,100 176,100
2023-2027 73,800 103,600 177,400
2028-2032 90,500 85,600 176,100
2033-2037 114,000 63,200 177,200
2038-2042 143,800 35,000 178,800
2043-2044 66,800 4,500 71,300
Totai $__ 630,200 $_678.000 $1,308.200

8. Joint Ventures

The Fire and Ambulance Department is under the joint supervision of the Township of Wright and the
Village of Waldron with the books and records being maintained by the Township of Wright. In this joint
venture, firemen’s salaries are paid 100% by the Township for fire calls in the Township and 100% by the
Village for fire calls in the Village. To the extent that other expenditures exceed operating revenues, the
Township pays 2/3 of these costs and the Village pays 1/3 of these cosis.

9, Segment Information — Enterprise Funds

10.

The government issued revenue bonds to finance certain improvements to its sewer disiribution and
reatment systemms. Because the Water and Sewer Funds, which are individual funds that account
entirely for the government's water distribution and treatment and sewage disposal and treatment
activities, are reported as major funds in the fund financial statements, segment disclosures herein are
not required.

Risk Management

The Village is exposed to various risks of loss-related torts, theft of, damage to, and destruction of
assets; errors and omissions, employee injuries; and natural disasters. The Village has purchased
commercial insurance for its risks of loss, including property and casualty, errors and cmissions, fleet,
and employee health and accident insurance.
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To the Village Council
of the Village of Waldron

In planning and performing our audit of the financial statements of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of the Village of Waldron as of and for
the year ended February 28, 2007, in accordance with auditing standards generally accepted in the United Stales
of America, we considered the Village's internal control over financial reporting (internal control) as a basis for
designing our auditing procedures for the purpose of expressing our opinicns on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the a governmental unit's internal control.
Accordingly, we do not express an opinion on the effectiveness of the governmental unit's internal control.

Our consideration of intermat contro! was for the limited purpose described in the preceding paragraph and would
not necessarily identify all deficiencies in internal control that might be significant deficiencies or material
weaknesses. However, as discussed below, we identified certain deficiencies in internal control that we consider
to be significant deficiencies and other deficiencies that we consider to be material weaknesses.

A control deficiency exists when the design or operation of a centrol does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or defect misstaiements on a timely basis. A
significant deficiency is a control deficiency, or a combination of control deficiencies, that adversely affects the
entity’s ability fo initiate, authorize, record, process, or report financial data refiably in accordance with generally
accepied accounting principles such that there is more than a remote likelihood that a musstatement of the entity's
financial statements that is more than inconsequential will not be prevented or detected by the entity’s internal
control. We consider the following deficiencies to be significant deficiencies in internal control.

2007-1° The management of the Village has the ability fo produce internal reporting that allows for
financia! management of the day fo day operations. However, management relies on the exiernal
auditors to prepare its external audit reports. While this may be typical of some smaller
municipalities, it is considered a material weakness under SAS 112, which became effective this

year.

2007-2: Due to the limited personal in the accounting department, the Village lacks segregation of duties
over several areas, including cash receipting, journal entry processes, and cash disbursements.
The limited size of the staff does not allow for segregating duties. The Village should be aware of
these areas and attemnpt to establish procedures to minimize this lack of controls.

2007-3: During the course of the audit we proposed several journal entries, which management agreed
with and posted to the final general ledger However, some of thee entries had a material affect
on the final financial statements. This is considered a material weakness under SAS 112, which

became effective this year.

2007-4:The Village has chosen not presenfed a Management's Discussion and Analysis as
supplementary information This is considered a significant deficiency as defined by SAS 112.
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A material weakness is a significant deficiency, or a combination of significant deficiencies, that resulis in more
than a remote likelihood that a maierial misstatement of the financial statemenis will not be prevented or detected
by the entity’s internal control. Of the significant deficiencies described above, we consider Finding 2007-1 and
2007-3 to be material weaknesses.

This communication is intended solely for the information and use of management, the Village Council and others
within the organization, and is not intended to be and should not be used by anyone ofher than these specified
parties.

L & T ok, fc
Willis & Jurasek, P.C.

August 17, 2007



