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Independent Auditors’ Report

Board of Commissioners
Oceana County
Hart, Michigan

We have audited the accompanying financial statements of the governmenta!l activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Oceana County, Michigan, as
of ang for the year ended December 31, 2007, which collectively comprise the basic financial statements of
the County's primary government as lisied in the table of contents. These financial statements are the
responsibility of the County'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
America and the standards applicable fo financial audits contained in Government Auditing Standards,
issued by the Comptrolier General of the United States. Those standards reguire that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstaterment.  An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. Ve believe that our audit provides a reasonable basis for our opinion.

The financial statements referred to above do not include financial data for the County’s iegaliy separate
discretely presented component units. Accounting principies generally accepted in the United States of
America require the financial data for those discretely presented component units to be reported with the
financial data of the County's primary government unless the County also issues financial statements for the
financial reporting entity that include the financial data for its component units. The County has not issued
such reporting entity financial statements.

In our opinion, because of the omission of the discretely presented component units, as discussed above,
the financial statements referred to above do not present fairly, in conformity with accounting principles
generally accepted in the United States of America, the financial position of the aggregate discretely
presented component units of Oceana County as of December 31, 2007, or the changes in financial position
thereof for the year then ended.



Board of Commissioners
Oceana County

Further, in our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activilies, each major fuind, and
the aggregate remaining fund information of Cceana County, Michigan, as of December 31, 2007, and the
respective changes in financial position, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

The management's discussion and analysis and budgetary comparison information 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 inguiries of management regarding the methods of measurement and presentation of the
supplementary information. However, we did not audit the information and express no opinion on it.

in accordance with Government Auditing Standards, we have also issued our report dated August 23, 2008,
on our consideration of the County's internal control over financial reporting and our tests of its compliance
with laws, regulations, coniracis 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 resuits
of that testing and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral pan of an audit performed in accordance with Governament Auditing Standards and
should be considered in coniunction with this report in considering the results of cur audit.

Cur audit was made for the purpose of forming an opinion on the primary government financial statements
taken as a whole. The combining and individual fund financial statements and schedules listed in the table
of contents are presenied for purposes of additional analysis and are not a required part of the financial
statements of Oceana County, Michigan. Such information has been subjected to the auditing procedures
applied in the audi of the financial statementis and, in our opinion, is fairly stated in all material respects in
relation fo the primary government financial statements taken as a whoie.

Willis & Jurasek, P.C.

August 23, 2008



Oceana County
Management’s Discussion & Analysis
Year Ended December 31, 2007

As management of the County of Oceana, we offer this narrative overview and analysis of the
County’s financial activities for the year ended December 31, 2007. We encourage readers to
consider the information presented here in conjunction with additional information that we have
furnished in the accompanying basic financial statements.

FINANCIAL HIGHLIGHTS

= The assets of the County primary government exceeded its liabilities at the close of fiscal
year 2007 by $15,873,306 (net assets). Of this amount, $7,249,987 (unrestricted net
assets) may be used to meet the government's ongeoing obligations to citizens and
creditors.

=  The County's net assets increased by $2,690 545 from 2006 to 2007

a  As of the close of fiscal year 2007, the County's governmental funds (this inciudes the
general fund, speciai revenue funds, debt service and capital project funds) reporied
combined ending fund balances of $8,042,352, an increase of $2,916,408 in comparison
with the prior year. Of the fund balance amount, $7,712,282 is available for spending at
the government's discretion (unreserved fund balance).

» The generai fund had an excess of revenues over expenditures and other financing uses of
$815,148 for 2007. At the end of the year, unreserved fund balance for the general fund
was $7318674 or approximaiely 8.9% of total general fund expenditures. Total fund
baiance for the general fund was $786,085.

*« The County’s tota! bonded debt decreased by $585,000 during fiscal year 2007,

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The statement of Net Assets and
the Statement of Activities provide information about the activities of the County as a whole
{government-wide financial statements) and present a longer-term view of the County's finances.
Fund financia! statements tell how these services were financed in the shori-term as well as what
remains for future spending. Fund financial statements aiso report the County’'s operations in more
detail than the government-wide statements providing information about the County's most
significant funds.

The remaining statements provide financial information about activities for which the County acts
solely as a trustee or agent for the benefit of those cuiside of the government The notes to the
financial statements provide additional information that is essential o a full understanding of the
data provided in the government-wide and fund financial statements.

REPORT THE COUNTY AS A WHOLE

One of the most important questions asked about the County's finances is, “Is the County as a
whole betier off or worse off as a result of this year's activities?" The Statement of Net Assets and
the Statement of Activities report information about the County as a whole and about its activities in
a way that heips answer the question. These statements inciude ali assets and liabilities using the
modified accrual basis of accounting. All of the current year's revenues and expenses are taken
into account regardless of when cash is received or paid.

These fwo statements report the County's net assets and the changes in them. Gne can think of
the County’s net assets — the difference between assets and liabilities — as one way to measure the
County's financial health or financial position. Over time, increases or decreases in the county's
net assets are an indicator of whether its financial health is improving or deteriorating. During
2007, the net assets of the County increased by $2 687,885,



Oceana County
Management's Discussion & Analysis
Year Ended December 31, 2007

The Statement of Net Assets and the Statement of Activities present information about the
following:

Governmental activities ~ all of the Couniy's basic services are considered to be governmenta!
activities, including legislative, judicial, general government administration, public safety, public
works, health and welfare, recreation and other related services. Property taxes,
intergovernmental revenue and charges for services finance most of these activities.

Business-type achivities — other functions of the County that are intended to recover all or a
significant portion of their costs through user fees and charges are considered to be business-type
activities. These include delinquent tax coliections, airport hangar fees and sale of aviation fuel.

Component units — the County includes other legally separate entities in its financial staiements:
the Oceana County Drain Commission, Oceana County Road Commission, Oceana County
Economic Development Corporation and Oceana County Medical Care Faciiity. Although legally
separate, these “component units” are important because the County is financially accountable for
them.

Financial statemenis for these component units are reported separately from the financial
information presented for the primary government itself. The Oceana County Building Authority,
although legally separate, is inactive but functions for ali practical purposes as a department of the
County; therefore, it is an integral part of the primary government,

The government-wide statement of Net Assets and Statement of Activities can be found oh pages
1-2 of the audit report.

REPORTING THE COUNTY'S MOST SIGNIFICANT FUNDS

Fund Financial Statement — The fund financial statements provide detailed information about the
most significant funds — not the County as a whole. Some funds are required o be established by
State law and some by bond covenants. However, the County has established many other funds
to help control and manage money for particular purposes or to show it is meeting legal
responsibilities for using certain taxes, grants and other monies. The County's two primary kinds of
funds — governmental and proprietary — use different accounting approaches.

Governmental Funds — Most of the Ceounty's basic services are reporied in governmental funds
which focus on how money flows into and out of those funds and the balances remaining at year-
end that are available for spending. These funds are reported using an accounting method called
the modified accrual basis of accounting which measures cash and all other financial assets that
can be readily converted to cash. The goveramental fund statements provide a detailed shori-term
view of the County’'s general governmental operations and the basic services it provides.

Governmental fund information helps one determine whether there are more or fewer financial
resources that can be spent in the near future to finance the County's programs. Because the
focus of the governmental funds is narrower than that of the government-wide financial statements,
it is useful to compare the information presented for governmental funds with similar information
presented for governmental activities in the government-wide financial statements. By doing so,
readers of this audit may have a better understanding of the long-term impact of the government's
near-term financing decisions.

Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures and changes in the fund balances provide a recongiliation to facilitate the comparison
ketween governmential funds and governmental activities.

The County maintains thirty-two individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statements of
revenues, expenditures and changes in fund balances for the general fund, revenue sharing
reserve and the medical care facility, each of which are considered to be major funds. Data for the
other twenty-nine governmental funds are combined into a single, aggregated presentation.
individual fund data for each of these non-major governmental funds is provided in the form of

v



Oceana County
Management's Discussion & Analysis
Year Ended December 31, 2007

combining statements elsewhere is the audit report.

Proprietary Funds — The County maintains one type of proprietary fund. Enterprise funds are used
to report the same functions presented as business-type activities in the government-wide financial
statements. The County uses enterprise funds to account for delinquent taxes. internal service
funds are an accounting device used to accumulate and allocate costs internally among the

County's various functions however the County does nct have any internal service funds at this
time,

Proprietary funds provide the same iype of information as the govermnment-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
information for the operation of the parks. Conversely, all internal service funds are combined into
a2 single, aggregated presentation in the proprietary fund financial statements. Individual fund data
for the internal service funds is provided in the form of combining statements elsewhere in the audit
report.

REPORTING THE COUNTY'S EIDUCIARY RESPONSIBILITIES

The County of Oceana is the trustee, or fiduciary for certain amounts of funds on behalf of others.
Fiduciary funds are not reflected in the government-wide financial statements because the
resources of these funds are not available to support the County’s own programs. Amounts held
by the County's fiduciary funds are reported In a separate Combining Balance Sheet of Fiduciary
Funds. The accouniing used in fiduciary funds is much like that used for proprietary funds. The
County is responsible for ensuring that the assets reporied in these funds are used for their
intended purposes.

The notes of the Financial Statements provide additional information that is essential to a fuil
undersianding of the data provided in the government-wide and fund financial statements.

The combining statements referred to earier in connection with non-major governmental,
enterprise and internal service funds are presented as lisied in the table of contents.

) Oceana County's Net Assets
Gowrnmental  Gowemmential  Business-Type  Business-Type
Activities - 2007__ Acti'_.fiti_es - 2_00_6 Activities - 2(_307 Acti\n’ties - 2008 Tot_al - 2607 Total - 2006

ASSETS

Current and other : )

assets $ 17076853 § 13708447 § 1667055 $ 1484395 § 18743908 § 15102842
Capital assets 13,118,428 13,518,217 - - 13,118,428 13,518,217
Totalassets ~ § 30195281 § 27226664 § 1,667,055 § 1484385 § 31862336 $ 28,711,059
vsBLmes

Long-term :

fiabilities $ 8346243 § 8834507 § - 8 - $ 8346243 $ 8,834,507
Other liabiliies 5975732 5860,586 1125000 945000 7100732 6,805,589
Total liabilities § 14,321,975 $ 14695096 $ 1125000 § 945000 §$ 15446975 § 15,640,096
NET ASSETS B

Ivested in

capital assets,
niet or related

gebt - § 783095 5 8128711 § 8 s TS s 81287
Restricted - 792365 618,819 - - 792365 618,819
Unrestricted 7,249,987 3,784,039 542,055 539,385 7,792,042 4,323,434

Total net assets § 15,873,306 §  12531,560 & 542,056 § 539,005 § 16415361 §  13.070,964




Oceana County
Management's Discussion & Analysis
Year Ended December 31, 2007

A portion of the County's net assets, $7,830,954, is iis investment in capital assets {ie. land,
buildings, vehicles, equipment and infrastructure}, net of any related debt used to acquire those
assets that is siill outstanding. The County used these capital assets to provide services to
citizens; consequently, these assets are not availabie for future spending. Although the County's
investment in its capital assets is reported net of related debt, it should be noted that the resources
needed o repay this debt must be provided from other sources since the capital assets themselves
cannot be used to liguidate these liabilities.

An additional portion of the County's assets, $792 365 (5%, represents resources that are subject
to external resirictions on how they may be used. The remaining balance of unrestricied net
assets, $7,248 987 {46%), may be used to meei the County’'s ongoing obligations to citizens and
creditors.

At the end of the 2007 fiscal year, the Couniy is able to report positive balances in all three
categories (invested in capital assets — net of related debt, restricted and unresiricted) of net
assets, both for the government as a whole, as well as for its separate governmental and business-
type aciivities.

vi



Governmental

Activities -

2007
REVENUES
Programs
revenues
Charges for
services
Operating
grants and
contributions
Capital grants
and
contributions -
General
Revenues.

$15,728,322

1,753,766

Property taxes
and special
assessments
State shared
revenue .
investment
earnings
Gain {loss) on
sale of fixed
asseis -
Other
Revenues
Transfers

11,263,009

218,885

537,793
422 348

Oceana County
Management’s Discussion & Analysis
Year Ended December 31, 2007

Cceana County's Changes in Net Assets

Governmental Busingss-
Activities -

2008 - 2007

$14243389 & 619,184

3,378,179 -

9,823,847 -

211,233 -

522,477

500,000 (422,318)

Business-

Type Activities Type Activities

- 2006 Total - 2007

392,188 § 16,348,506

- 1,793,766

- 11,263,009

- 218,885

- 537,793
(500.000) -

Totat - 2006

$ 14,635,587

3.378.179

9,823,847

211,253

522 477

TV AL

REVENUES 29,925,091

28,678,155 156,568

(107,812) 30,121,959

28,571,343

EXPENSES
Legislative
Judlicai
General
government
Pulbic Safety
Public works
Health and
welfare
Parks ang
recreaticn
QOther
activiies
Interest on
long-term deb 373,707
Celinquent tax -
Collectionsffor

feitures -

178,378
1,397,091

2,592,928
4,910,546
199 985
16,744 805
54,396

784,899

156,839 -
1,318,272 -

2,634,347 -
4,574,785 -
525,386 -
16,807,929 -
56,265 -
815,875 -

354,966 -
- 164,208

- 178,378
- 1,387,091

- 2,592,928
- 4,910,546
- 199,855
- 16,744,805
- 54,396
- 784,889

- 373,707
78,879 194,208

156,839
1,318,272

2,634,347
4,574,795
525,396
16,807,929
58,265
815,875

354,966
78,879

TOTAL

EXPENSES 27,236,705

27.344.684 194,208

78,879 27,430,813

27,423,563

Increase in

net assets
MNet Assets,
beginning of
year

Prior period
adjustment -

13,185,421

2688386

1,334,471 2,660

11,197,058 539,395

(186,691)

726,086 13,724,816

2.691.046

1,147,780

11,923,154

AL AL INEDS

ASSETS,

END OF e

YEAR $ 15,873,807

$12.531.569 § 542055

539,305 $ 16,415,862

" $ 13,070,964

vl



Oceana County
Management’s Discussion & Analysis
Year Ended December 31, 2007

The Couniy's net assels increased by $2 680,545 during the current fiscal year — a $2,687 885
increase for governmental activities and a $2,660 increase for business-type activities.

Governmental _aclhivities — Governmental aclivities increased the County’'s net assets by
$2,687,885. Key elements of this increase are as follows:

= The General Fund and a number of Special Revenue Funds had expenditures that were
less than the final budget.

= The self funded special revenue funds had operating losses that were less than the
amounts appropriated to those funds.

Business-type aclivities — Net assets of the County’s business-type aclivities increased $2,660.
The increase in net assets reflects a net income of $2,680 in the Delinguent Tax Revolving,
Deiinguent Tax Foreclosure and Register of Deeds Automation Funds.

As noted earlier, Oceana County uses fund accounting {¢ ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds — The focus of the County’s governmenial funds is to provide information on
near-term inflows, outflows and balances of spendable resources. Such information is useful in
assessing the Couniy's financing requirements. In particular, unreserved fund balance may serve
as a useful measure of a government's net resources availabie for spending at the end of the year.

As of the year ended December 31, 2007, the County's governmental funds reporied combined
ending fund balances of $8,042,352 | an increase of $2 916,408 from the prior year. Of the fund
balance amount, $7,712,292 constituies for spending at the government's discretion.

The General Fund is the chief operating fund of the County. At the end of the 2007 fiscal year, the
County's ending fund balance ior the General Fund was $786,085. The fund balance increase
was relatively insignificant in scope; however, it reflects continued efiorts on behalf of the
Administration and the County Depariment Heads o develop accurate budgets and operate within
them.

As a measure of the general fund's liguidity, it may be useful io compare unreserved fund balance
to total fund expenditures. Unreserved fund balahce represents 15.5% of the total general fund
expenditures.

The fund balance of the County’s general fund increased by $815,148 during fiscal year 2007.
This is primarily atiributabie to invesiment income, property tax coliections, charges for services in
the District Coust being higher than budgeted amounis and due o several offices and departments
keeping their expenditures under budgeted amounts.

The Revenue Sharing Reserve Fund increased the fund balance by $735,896.

Proprietary funds — The County's proprietary funds provide the same iype of information in the
government-wide financial statements, but in more detail.

Unrestricted net assets of the Delinquent Tax Revolving amount to $542,055, respectively.
General Fund Budgetary Highlights

Revenues in the General Fund {including transfers in) increased by $1,026,707 from the original to
the final budget in fiscal year 2007. The increase is primarily attributable to a significant transfer
from the revenue sharing reserve fund, investment income, property tax colliections, charges for
services in the District Court being higher than budgeted amounts and due to several offices and
departments keeping their expenditures under budgeied amounts.

The amended budget was also supported by net expenditure {including transfers out) savings of
$302,418 as a result of expenditure savings in several deparmenis.

Capital Asset and Debt Adminisiration — Capital Assets. As of December 31, 2007, the County's
investiment in capital assets for its governmental activities amounted to $7,830,854 (net of

viii



Oceana County
Management's Discussion & Analysis
Year Ended December 31, 2007

accumulated depreciation). The investment in capital assets inciudes land and land improvements,
buildings and improvements, machinery and equipment and vehicies. The fotal decrease in the
County's investment in capital assets for 2007 was 2.8%. The County’s business-type activities'
net capitai assets increased by $2,066.

There were no major construction projects in 2007.
Some of the capital assets inciuded:
= Crystal Valiey Park improvements at a cost of $136,850

= Capital Asset Inventory of County buildings, equipment and site improvements at a cost of
$8,500

= Purchase and installation of court recording system for District Court at a cost of $9,033
= Installation of air conditioning in County Building Computer Room at a cost of $3,865

= Renovations to the County Building for improved security at a cost of $19,040

= Purchase and installation of court recording system for Probate Court at a cost of $7,000

= Purchase of "emergency alert’ software and equipment through emergency management
office for Homeland Security purposes at g cost of $17,075

= Construction of cancpy on west entrance of County Building for improved security at a cost
of $12,161

= Purchase and installation of electronic documentation system for EMS at a cost of $24,000

= Purchase and installation of iaptop computers for Oceana County Sheriff's Department and
village and City of Hart police departments at a cost of $88,300

Oceana County's Capital Assets
Govemmental Activities

2007 2006
Land $ 1,365,860 % 1,365,960
Buildings and Improvements 11,831,325 11,488,576
Equipment and furniture 5,313,017 5,157,266
Vehicies 1,517,414 1,404,198
Infrastructure 146,650 146,650
Subtotat 19,974,366 19,562,650
Less: Accumulated Depreciation 6,855,938 6,044 432
Total 3 13,118,428 § 13,518,218

Long-term debt. As of December 31, 2007, the County had total bonded debt outstanding of
$7,966,000. Governmental fund debt accounted for all of this. At a minimum, all bonds are backed
by the County's full faith and credit.

The County's total debt decreased by $488,264 during the year ended December 31, 2007. The
County retired $585,000 of general obligation bonds in 2007.

State statutes limit the amount of general obligation debt a governmental entity may issue to 10%
of its total assessed valuation. The 2007 debt limitation for the County is $173,192,233 which is
significantly in excess of the County's outstanding general obligation debt.

The top 10 property taxpayers in Oceana County with 2007 Taxable Value are as foliows:
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Oceana County
Management’s Discussion & Analysis
Year Ended December 31, 2007

Taxpayer(s) 2007 Taxable Value
Earl and Linda Peterson $10,095,764
Gray and Company $9,060,491
Kurdziel Iron $8,515,070
Great Lakes Energy $6,394,082
Consumers Power $6,130,695
Premier Cold Storage $5,087,550
GHSP $4,594 454
Hanson Cold Storage $4 647 783
Carpenier Lake Development $4,017 435
New Era Canning Company $3,767,523

ECONOMIC FACTORS AND 2008 BUDGETS AND RATES

The following factors were considered in preparing the County of Oceana's 2008 Budget:

The uncertainty over the State’s economy wili likely result in additional reductions in State
funding. The actual magnitude of the decrease will depend on the economy, the housing
market and the job market within the State of Michigan and changes in federal budget
ievels.

Slow growth in new consiruction will generate 2 minimal increase in property tax revenue
to help cover increases in the cost of deing business

Healthcare costs will continue to increase at a rate higher than inflation despite the
County’s efforts to contain said costs through increased employee participation.

Continued decline in building permit activity wilt mean continued layoffs in the Building
Department

Continuation of foreclosures will impact property tax revenue
Weakening investment earnings will have a negative impact on revenue

The increased dependence on the use of Delinquent Tax Revolving funds and the assets
of the Federal Revenue Sharing Reserve Fund will have a negative impact on the County's
net assets

HIGHLIGHTS IN THE 2007 BUBGET

Cost reductions and “zero sum” budgeting approach to many facets of the budget In
effect, there were no reserves available o balance the budget

Reductions in healthcare costs

Renewed efforis to attain the most accurate portrait of revenues and expenditures in the
budget development process

REQUESTS FOR INFCRMATION

The Management Discussion and Analysis is designed to provide a general overview of the County
of Oceana's finances for all those with an interest in county government financing. Cuestions
concerning any of the information provided in this report or requests for additional information
should be addressed to: Paul E. Ingiis, Oceana County Administrator/Fiscal Officer, P.O. Box 31,
Hart, Michigan 48420, phone #(231)873-4835, extension 6701.



Oceana County, Michigan
Statement of Net Assets
Primary Government Oniy

December 31, 2007

Primary Government

Business-
Governmental Type
Activities Activities Total
Assets:
Cash and investments $ 6,685,404 § 255,147 § 6,240,551
Accounts receivable 1,802,281 - 1,809,281
Current taxes receivable 3,835,380 - 3,835,360
Interest receivable 1,085,884 - 1,085,894
Due from State 174,624 - 174,624
Delinguent taxes - 1,411,908 1,411,808
Receivables from other governimental units to service bond debt 3,125,000 - 3,125,000
Inventories 84,888 - 81,688
Prepaid expenditures 248,072 - 248,072
internal balances 31,200 - 31,200
Capital assets less accumuiated depreciation of $6,855,838 13,118,428 - 13,118,428
Total assets 30,195,281 1,667,055 31.862.336
Liabilities:
Accounts payable 488,941 - 488 941
Cther liabilities 724 662 - 724662
Accrued interest 86,231 - 66,231
Deferred properiy taxes 4 695,898 - 4,695,898
Long-term liabiiities:
Bonds payabile, due within one year 610,000 - 610,000
Cther obligations, due within one year 115,387 1,125,000 1,240,387
Bonds payable, due in more than one year 7,358,000 - 7,356,000
Other obligations, due in more than one year 264.856 - 264,856
Total liabilities 14,321,975 1.125.000 15,446 875
Net Assets:
Investment in capital assets - net of related debt 7,830,954 - 7,830,954
Restricted for debt service 856,900 - 656,900
Restricted for construction 135,465 - 135,465
Unrestricted 7,249,887 542,055 7.792.042
Total net asseis $ 15873308 % 542055 ¢ 16.415361

See Notes to Financial Statements.
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Oceana County, Michigan
Reconciliation of Fund Balances on the Balance Sheet of Governmental Funds
to Net Assets of Governmental Activities on the Statement of Net Assets
December 31, 2007

Total Fund Balances - Governmental Funds $ 8.042.352

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

The cost of the capital assets is $ 19,874,366

Accumulated depreciation is (5,855,038}

13,118 428
Other long-term asseis are not available io pay for current period
expenditures and therefore are not recarded in the funds.

Add - long-term receivable from municipalities to service fuiure bond principal 3,125,000
Accrued interest is not recorded as a liability in the funds {86,231}
Long-term liabilities not due and payable in the current period

and not reported in the funds:
Bonds payable (7,966,000}
Motes payable {380,243}
Total Net Assets - Governmental Activities $ 15,873,306

See Notes to Financial Statements.



Statement of Revenues, Expenditures, and Changes in Fund Balances

Revenues:
Taxes
Licenses and parmits
Intergovernmental
Charges for services
Fines and forfeitures
Interest and rents
Contributions from local units
Other
Total revenues

Expenditures:
Current operations:
Legislative
Judicial
General county government
Pubiic safety
Public works
Health and welfare
Culivre and recreation
Other
Capital cutlay
Debt service:
Principal
Interest and fiscal charges
Total expenditures

Revenues Over
{Under} Expenditures

Other Financing Sources (Uses):

Transfers in
Transfers {out)

Tota! other financing
sources {uses)

Net Changes in Fund Balances

Fund Balances -
Beginning of Year

Fund Balances - End of Year

Ses Notas to Financial Statements.

Oceana County, Michigan

Governmental Funds
Year Ended December 31, 2007

Other Total
Medical Care Revenyue Governmental Governmental

General Facility Sharing Funds Funds
$ 5647506 § 2277507 § 1212519 § 2125477 $ 11,263,008
52,147 - - - 52,147
1,103,676 - - 650,080 1,753,766
1,073,176 11,807,220 - 2,780,542 15,670,938
6,237 - - - 6,237
196,137 22,723 - 25 218.885
. - - 473,993 473,693
215326 - - 168,474 383,800
8294205 14,107 450 1,212,519 6,208 601 29822775
178,378 - - - 178,378
1,387 670 - - 16,277 1,403,947
2,485,560 - - - 2,485 560
3,203,857 - - 1,384 091 4,598,088
189,955 - - - 169,955
35,084 12,940,266 - 3,537,333 16,513,583
- - - 49,829 45 829
680,188 - - 146,574 826,763
- - - 125,860 125,860
- - - 570,000 570,000
- - - 376,710 376,710
8.171.743 12.,040.266 - 6.216.674 27.328 683
122 462 1.167.184 1.212 519 (8,073} 2,494 092
898 935 - - 505,862 1,404,801
_{208.253) - {476.623) {289,603 {382 485}
682 686 - (476.623) 206,253 422 316
815,148 1,167,184 735,896 198,180 2916408
{29,063} 755223 1.950.911 2448 873 5125944
% 786,085 $ 1922407 % 2686807 § 2647053 § 8042352




Qceana County, Michigan
Recenciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds o the Governmental Activities on the Statement of Activities
Year Ended December 31, 2007

Net Change in Fund Balances - Total Governmental Funds $ 2,916,408

Amounts reported for governmental aciivities in the Siatement
of Activities are different because:
Governmental funds report capital outlays as expenditures; in the
Statement of Activities, these costs are allocated over their estimaied
useful lives as depreciation.

Depreciaiion expense $ (899,348}
Capital outlay 500,058
(398,290
Add net effect of principal recognized as revenue at fund level for
long-term receivable collection {320,000}
Accrued interest on long-term debt is recorded as an expense when paid 2,503
Bond proceeds are reported as financing sources in governmental funds
and thus contribuie io the change in fund balance. In the Statement of Net
Assets, however, issuing debi increases iong-term Habilities and does not
affect the Statement of Activities. Similarly, repayment of principal is an
expenditure in the governmental funds but reduces the liability in the
Statement of Net Assets.
Notes issued {206.073)
Repayments:
To bond holders 585,000
Notes payable 109,337
438,264
Change in Net Assets of Governmental Activities $ 2687885

See Notes to Financial Statements.



Oceana County, Michigan
Statement of Net Assets
Proprietary Fund
December 31, 2007

Delinquent
Tax
Revolving
Fund
Current Assets:
Cash and cash eguivalents $ 255,147
Delinquent taxes receivable 1,411,908
Total current assets 1,867,055
Current Liabilities:
Notes payable 1,125.000
Net Assets:
Unrestricted 542,055
Total net assets $ 542 055

See Notes fo Financial Siatements.



Oceana County, Michigan
Statement of Revenues, Expenses and Changes in Net Assets
Proprietary Fund
Year Ended December 31, 2007

Delinguent
Tax
Revolving
Fund
Operating Revenues:
Interest and penalties on delinquent taxes $ £19.184
Operating Expenses:
Interest expense 194,208
Total operating expenses 184,208
COperating Income {Loss) 424 976
Transfers:
Transfers {ouf} (422,316}
Total transfers {422 316)
Changes in Net Assets 2,660
Net Assets - Beginning of Year 539,395
Net Assets - End of Year $ 542 055

See Notes o Financial Statements.



Oceana County, Michigan
Statement of Cash Flows
Proprietary Fund
Year Ended December 31, 2007

Cash Flows from Operating Activities:
Receipts fram customers
Other payments

Net cash provided by operating activities
Cash Flows from Noncapital and Related Financing Activities:
Net borrowings on long-term debt
interest paid on long-term debt
Transfers to other funds

Net cash used by noncapitat and relaied financing activities

Cash Fiows from Investing Activities:
Investment earnings

Net cash provided by investing activities
Net Increase {(Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Reconciliation of Operating Income to Net
Cash Provided by Operating Activities:
Operating mcome
Adjustments o reconcile operating income
to net cash provided by operating activities:
interest included in financing activities
{Increase) decrease in:
Receivables

Net Cash Provided by Operating Activities

See Notes to Financial Statements.

Delinquent
Tax Revolving
Fund

3 366,028

366.028

180,000
{194,208)
(422,316)

(436,524)

(70,496)

325,643

$ 255,147

$ 424 976

194,208

(253,156)

3 366,028




Oceana County, Michigan
Statement of Fiduciary Net Assets
Fiduciary Funds
December 31, 2007

Agency
Funds
Assets:
Cash and cash equivalents 3 628.161
Total assets 3 628,161
Liabilities:
Undistributed penal fines $ 118,112
Other trust items payable 510,049
Total liabiities $ 628,161

See Notes fo Financial Statements.
10



Oceana County, Michigan
Notes to Financial Statements

Note 1 - Summary of Significant Accounting Policies and Other Matters

Qceana County was organized in 1855, and covers an area of approximately 1,286 square miles divided into
sixteen townships, six villages and one city. The County Seat is iocated in the City of Hart. The County
operates under an elected Board of Commissioners (seven members) and provides services to its
approximately 26,873 (2000 census} residents in marny areas including taw enforcement, administration of
justice, community enrichment and development and human services.

Reporting Entity

Generally accepted accounting principies require the reporting entity to include Oceana County {the
primary government} and its component units, entities for which the government is considered to be
financially accountable. Biended component units, although legally separate entities, are, in substance,
part of the government's operations and so data from these units are combined with data of the primary
governmenti. Discretely presented component units, on the other hand, are reported in a separate column
in the government-wide financial statements to emphasize that they are legally separate from the primary
government. These financial statements present the following component units:

Bilended Component Units

Oceana County Building Authority — The Oceana County Building Authority is governed by a five-member
board appointed by the County Board of Commissioners. Although it is legally separate from the County, the
Building Authority is reported as if it were part of the primary government because its sole purpose is to
finance and construct the County’s public buildings.

Discretely Presented Component Units

This report does not include the financial statements of the following component units, which should be
included as discretely presented component units io conform to generally accepted accounting principles.

Oceana County Drain Commission — Each of the drainage districts established pursuant to the Drain Code
of 1956 are separate legal entities with the power to confract, to sue and be sued; to hold, manage, and
dispose of real and personal property, etc. The County Drain Commissioner has sole responsibility to
administer the drainage district established pursuant to Chapter 3 and Chapter 4 of the Crain Code.

The drainage board or drain commissioners, on behalf of the drainage district, may issue debt and levy
special assessments authorized by the Drain Code without the pricr approval of the County Board of
Commissioners. The fuli faith and credit of the County may be given for the debt of the drainage district.

QOceana County Road Commission — The County Road Commission, which is established pursuant to the
County Road Law, is governed by an appointed three-member Board of County Road Commissicners. The
Road Commission may not issue debt or levy a tax without the approval of the County Board of
Commissicners. If approval is granted, the Road Commission taxes are levied under the taxing autherity of
the County, as approved by the County electors, and would be included as a part of the County's total tax
levy as well as reported in the County Road Fund.

Alsc omitted from these statemenis is the Road Commission's Deferred Compensation Trust {Trust and
Agency Fund), which holds and invests the Road Commission employee’s deferred compensation amounts.
The Road Commission is audited individually by other auditors.

11



Oceana County, Michigan
Notes to Financial Statements

Note 1 - Summary of Significant Accounting Policies and Other Matters {Continued)
Discretely Presented Component Units {Continued)

Oceana County Economic Development Corporation — The Economic Development Corporation (EDC),
which was established pursuant to the provisions of Public Act 338 of 1974, as amended, is governed by a
thirteen-person Board of Directors appointed by the County's Board of Commissioners. The EDC may not
issue debt without the Board's approval and administers a significant amount of federal economic
development grant money received by the County Board. The EDC is audited individually and is not included
in this report.

Complete financial statements of the individual compenent uniis, where reports are separately provided, can
be obtained from thetr respective administrative offices or from the County Administrator's Office, P.C. Box
14, Hart, Michigan 49420. The telephone number is {231) 873-4835.

Administrative Offices

Qceana County Road Commission Oceana Economic Development Corporation
3501 West Polk Oceana County Courthouse Annex Building
Hart, Michigan 49420 Hart, Michigan 49420

Oceana County Drain Commission
Oceana County Courthouse Buiiding
QOceana, Michigan 49420

Government-Wide and Fund Financial Statements

The government-wide financial statements include a Statement of Net Assets and a Statement of
Activities on all the non-fiduciary activities of the primary government. Most of the effects of interfund
activity have been removed from these statements. Governmental aciivities, which normally are supported
by taxes and intergovernmental revenues, are reported separately from business-type activities, which
rely primarily on user's fees and charges for service.

The Statement of Activities demonsirates 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 identified with a
specific function or segment. Program revenues include 1) charges for services o customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a specific
function or segment and 2} operaiing granis and contributions that are restricted fo meeting the
operational or capital requirements of a particular funciion or segment. Taxes and other items not properly
recorded among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmenial funds, proprietary funds, and fiduciary funds,
even though the latter are excluded from the government-wide financial staterents. 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

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. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility reguirements imposed by the provider have been met.
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QOceana County, Michigan
Notes to Financial Statements

Note 1 - Summary of Significant Accounting Policies and Other Matters (Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation {Continued)

Governmenta! fund financial statements are reported using the current financiat 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 avaitable if they are collected within the
current period. For this purpose, the County considers revenue to be availabie if they are collected within
80 days of the end of the current fiscal period except taxes, which must be collected within 60 days.
Taxes, intergovernmental revenues and inierest associated with the current period are all considered to
be susceptible to accrual and have been recognized as revenues of the current fiscal year.

Expenditures are recorded when 2 liability is incurred, as under accrual accounting. However, debt
service expenditures as well as expenditures related to compensated absences and claims and
judgements are recorded only when payment is due. General capital assets acquisitions are reported as
expenditures in governmental funds. Proceeds of long-term debt are reporied as other financing sources.

The County reports the following major governmental funds:

General Fund — This fund is the government's primary operating fund. It accounts for all financiai
resources of the general government, except for those required to be accounted for in another fund.

Medical Care Facility Fund — This fund is used to account for funds raised for operating and maintaining a
long-term care facility.

Revenue Sharing Fund — This fund accounts for accelerated property tax coilections held for the
replacement of future state shared revenues.

The County reports the following major proprietary funds:

Delinguent Tax Revolving Fund — This fund accounts for the County's annual purchases of delinquent real
property taxes irom each of the local taxing units within the County and the ultimate collection from the
property owners of the delinguent taxes with penalty and interest. The fund also accounts for the County's
issuance of debt (to provide cash flow for the purchase of the taxes) and for the resuiting debt service
payments. The Delinquent Tax Revolving Fund is the only proprietary fund of the County.

Additionally, the County reports the following fund types:

Special Revenue Funds - These funds account for revenue sources that are legally restricted to
expenditures for specific purposes not including major capital projects.

Debt Service Funds - These funds are used to account for the accumulation of resources for and the
payment of principal and interest on long-term general obligation debt of governmental funds not being
financed by proprietary or nhonexpendable trust funds.

Capital_Project Funds — These funds account for financial resources to be used for the acquisition or
construction of major capital facilities (other than those financed by proprietary and trust funds;.

Permanent Funds — These funds account for resources that are legally restricted to the extent ihat only
earnings, and nof principal, may be used for purposes that support the government's programs.

Agency Funds — These funds account for monies that are custodial in nature {assets equal liabilities) and
do not involve the measurement of results in operations.
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Oceana County, Michigan
Notes to Financial Statemenis

Note 1 - Summary of Significant Accounting Policies and Other Matters {Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued}

Private-secior standards of accounting issued prior to December 1, 1989, generally are followed in both the
government-wide and proprietary fund financial statements io the extent that those standards do not
conflict with the standards of the Governmenta!l Accounting Standards Board. The government has elected
not to follow private-sector standards issued after November 30, 1989 for its business-type activities.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are revenues in excess of expenses for tax collection and
internal rentals of buildings and equipment in excess of depreciation and cost of borrowing. Elimination of
the revenues would distort the activity of the functions and wouid not reflect the proper future uses of the
excesses coliected for their specific governmental purposes.

Amounts reported as program revenue include: {1) charges to customers or applicants for goods, services
or privilkeges provided; (2} operating grants and contributions; and (3} capital granis and contributions,
including special assessments. Internally dedicated resources are reported as general revenue rather than
as program revenue. Likewise, general revenue includes all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Qperating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund's principal ongeing operations. The principal cperating revenues of our
proprietary funds are charges ioc customers for sales and services. Operaling expenses for proprietary
funds include the cost of sales and services, administrative expenses, and depreciation on capital assets.
All revenues and expenses not meeting this definition are reported as non-operating revenues and
exXpenses.

Deposits and Investmentis

Cash and cash equivailents inciude cash on hand, demand deposits, and certificates of deposit as well as
amounts in the County Treasurer's cash management pocls.

The County Treasurer maintains an entity-wide pooled cash account. Each fund type's portion of this poo! is
inciuded in the “cash and cash eqguivalents” caption.

The County reporis its invesiments in accordance with GASB Statement No. 31, Accounting and Financial
Reporiting for Certain investments and for External Investment Pools. Under these standards, certain
investments are valued at fair value as determined by quoted market prices or by estimated fair values
when guoted market prices are not available. The standards also provide that certain investments are
valued at cost {or amortized cost) when they are of a short-term duration, the rate of return is fixed, and the
County intends to hold the investment until maturity. Accordingly, investments in banker acceptances and
commercial paper are recorded at amoriized cost. The County had no investments at year-end.

State statutes authorize the County to invest in bonds, and other direct and certain indirect obligations of
the U.S. Treasury; certificates of deposit, savings accounts, deposit accounts, or depository receipts of a
bank, savings and loan association, or credit union, which is @ member of the Federal Deposit Insurance
Corporation, Federal Savings and Loan Insurance Corporation, or National Credit Union Administration,
respectively; in commercial paper rated at the time of purchase within the three highest classifications
established by not less than two standard rating services and which matures not more than 270 days after
the date of purchase. The County is also authorized to ihvest in U.S. Government or federal agency
obligation repurchase agreements, bankers' acceptances of U.S. banks, and mutual funds composed of
investments as outlined above.

14



Oceana County, Michigan
Notes to Financial Statements

Note 1 - Summary of Significant Accounting Policies and Other Matters {Continued)
Receivables and Payables

Activity between funds that is representative of lending/borrowing arrangements outstanding at the end of
the fiscal year are referred to as either "due tofirom other funds” (the current portion of interfund loans) or
“advances toffrom ciher funds” {the noncurrent portion of interfund locans). All other outstanding balances
between funds are reported as “due toffrom other funds.” Any residual balances outstanding between the
governmenial activities and business-type activities are reported in the government-wide financial
statements as “interna! baiances.”

Advances between funds are offset by a fund balance reserve account in applicable governmental funds
{0 indicate they are not available for appropriation and are not expendable available financial resources.

Pursuant to Public Act 357 of 2004, ail Michigan Counties levy a summer property fax levy in the amount of
one-third of the next year's taxable value. For Oceana County, the summer 2005 tax levy was at 1.7802
milis. In 2006, two-thirds of the total property taxes were levied in the summer and in 2007 all property taxes
will be levied in the summer.

County property taxes are levied on December 1 of each year, which is the lien date, and are collected
through March 1 of the year following the levy, at which time uncollected taxes become delinguent. A portion
of the summer levy is recorded as receivable and deferred revenue at year end because it is intended to
fund expenditures of the following fiscal year. Taxes collected in December are heid in the Trust and Agency
Fund until the following year.

The 2007 taxable value of Oceana County totaled $1,018,566,194, on which ad vaiorem taxes levied
consisted of 1.7451 mills for the County's operating purposes, 9865 mills for ambulance services, 2.3643
mills for medical care faciiity services, 0.5000 mills for medical care facility debt, and 0.7249 miils for Senior
Citizens' Tax Fund purposes.

inventories

nventories recorded in the Medical Care Facility Fund are accounted for using the consumption method
and are vaiued at lower of cost {first-in, firsi-out) or market.

Capital Assets

Property and equipment are stated at cost. Expenditures which materially extend the useful life of existing
properties are capitalized. All costs relating io the construction of facilities are capitalized, including
salaries, empioyee benefits, and bond interest costs during the construction pericd. Capital assets are
defined as assets with an estimated useful life of more than one year and with a unit cost of $5,000 or
more. Such assels are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation. Capital assets
are reported in the respective governmental or business-type activities columns in the government-wide
financial statements.

The costs of normal maintenance and repairs that do not add te the value of the asset or materially extend
its life are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest

incurred during the construction phase of capital assets is included as part of the capitalized value of the
assets constructed.
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Oceana County, Michigan
Notes to Financial Statements
Note 1 - Summary of Significant Accounting Policies and Other Matters {Continued}
Capital Projects {Continued)

Property, plant, and equipment of the County, as well as its component units. are depreciated using the
straight-tine method over the following estimated useful lives:

Years
Buildings and improvements 20-40
Equipment and furniture 5-10
Vehicles 5-10
Infrastructure 35 -40

Compensated Absences {Vacation and Sick Leave)

it Is the County's policy to permit employees to accumulate earned but unused sick and vacation pay
benefits. Sick leave is earned at the rate of seven to eight hours per month depending on the department
and can be accumulated up fo 630 hours. Payment upon separation is 50 percent of the unused
accumulated sick leave balance. Vacation is earned in varying amounts depending on the number of
years of service of an employee and should be used within one year of having been credited to the
employee. It may be accrued with the permission of the department head.

Long-term Obligations

In the government-wide financial siatemenis, long-term debts are reported as liabilittes in the applicable
governmental activities. Bond premiums and discounts, as well as issuance costs, are deferred and
amortized over the life of the bonds using the effective interest method. Bonds payable are reported net of
the applicable bond premium of discount. Bond issuance costs are reporied as deferred charges and
amortized over the term of the related debt. In the fund financial statemenis, governmental fund types
recognize bond premiums and discounts, as well as bond issuance costs, during the current period. The
face amount of debt issued is reported as other financing sources. Premiums received on debt issuances
are reported as other financing sources while discounts on debt issuances are reported as other financing
uses. Issuance costs are reported as debt service expenditures.

Fund Equity Reserves and Designations

In the fund financial statements, governmental funds report reservations of fund balance for amounts that
are not available for appropriation or are legally restricted by ouiside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change. Itis the
County's poiicy {o first use restricted funds when available and then use unrestricted funds.

Note 2 - Stewardship, Compliance and Accountability

The general and spectal revenue funds are the governmental fund fypes under formai budgetary control.
The County adopts its budget in accordance with Public Act 621, the Uniform Budgeting and Accounting
Act, which mandates an annual budget process and an annual appropriation act to implement the budget.

1) A general, special revenue and debt service funds budget is presented fo the Board in September, at
which time hearings on the budget are scheduled. A public hearing is held in September and a special
meeting is held to give all elected officials the opportunity to discuss their budget with the Board.

2} The budget, and an appropriation ordinance implementing it, is then adopted in September.

3} Formal budget integration was employed as a management conirol device during the year for all funds.
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Oceana County, Michigan
Notes to Financial Statements

Note 2 - Stewardship, Compliance and Accountability (Continued}

4) Budgets presented for the general and special revenue funds were prepared on the cash basis of
accounting. Encumbrances are not recorded at year-end.

5) Expenditures may not legally exceed activity {(department} iotals in the general fund. All other special
revenue funds cannot legally exceed their respective fund totals. Violations, if any, are noted in the
reguired supplemental information section.

8) Budgets for the current year are carefully reviewed during the year for any revision of estimates.
Proposed increases or reductions in appropriations are presented to the Board for their action. The
iegisiative body amends the generai appropriation act as soon as it becomes apparent this action is
necessary.

7} The governing Board has the authority to amend all budgets at the fund ievel through the appropriation
ordinance. it further has the right o amend the geperal fund at the activity level if it desires.
Management has no authority to amend budgets at the fund level. Management can d¢ transfers within
funds at the departmental level without governing Board approval but not between departments.

8) The budgetary information presented has been amended during the year by an official action of the
County Board cf Commissioners. The amendments were not significant in total.

9} All budget appropriations lapse at the end of each fund's fiscal year.

Note 3 - Cash and Cash Equivalents

To facilitate belier management of the County's resources, substantially all cash is combined in one pooled
operating account. The County’s excess cash is invesied principally in cerificates of deposit.

In addition, the cash management pool and some depository accounts are maintained by various County
Departments for the deposit of fees, fines, and other miscelianeous revenue. These revenues are fransferred
to the County Treasurer on a reguiar basis. Year-end book balances in these depository accounts are
included in cash for reporting purposes.

Al year-end, the County's deposits were reported in the basic financial statements in the following categories:

Governmental Business-Type Fiduciary
Activities Activities Funds Total

Cash and investments $_ 6,681,121 $__ 255147 $__628.161 $7.,564.429

The breakdown between deposits and investments for the County is as follows:

Deposits (checking and savings accounts, certificates of depoesit) $7.542729
Petty cash and cash on hand 21,700
Total $_7.564.429

Custodial Credit Risk

Custodial credii risk for deposits is the risk that, in the event of the failure of a depository financial institution,
a government will not be able to recover its deposits or will not be able fo recover coliateral securities that are
in the possession of an outside party. Deposits are exposed t¢ custedial credit risk if they are not covered by
depository insurance and are uncollateralized, collateralized with securities heid by the pledging financial
institution, or coilateralized with securities held by the pledging financial institution's frust department or agent
but not in the name of the local unit. The County has not adopied and State law does not reguire a policy for
deposit custodial credit risk. As of year end $7,775,947 of the County’s bank balance of $8,075.947 was
expesed to custodial credit risk because it was uninsured and uncoliateralized.
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Oceana County, Michigan
Notes to Financial Statements
Note 4 — Capital Assets
Capital asset activity of the County’s governmental activities was as follows:

Primary Government:

Beginning Disposals and
Balance Additions Adiustments

Assets not being depreciated:
Land $1.365960 § - $ -
Total assets not being depreciated 1,365 860 - -

Capital assets being depreciated:

Buildings and improvements 11,488,576 142,749 -
Equipment and furniture 5,157,266 155,751 -
Vehicles 1,404,198 201,558 88,342
infrastructure 146,650 - -
Subtotal 18,195,680 500,058 88,342
Accumulated depreciation:
Buildings and improvements 2,682,836 292,228 -
Equipment and furniture 2,367,609 488,274 -
Vehicles 806,242 115,813 87,842
infrastructure 87,745 2933 -
Subtotal 6,044 432 899.348 87,842
Net capital assets being depreciated 12,152 258 {399.290) {500}
Net capital assets,
Governmental activities $13.518.218 $_.(399 290} 3 (500}

Year-End
Balance

51,365,960
1.365,860

11,631,325
5313,017
1,517,414

146.650

18,608,406

2,875,064
2,855,883
934,313
90.678
6,855,938

11.752 468

$13.118.428

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

Governmental Activities:

Judicial $ 8237
Culture and recreation 4 567
General county government 62,002
Public safety 456,554
Health and welfare 366,898

Total depreciation expense - governmental activities $_899,348
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Oceana County, Michigan
Notes to Financiai Statemenis

Note 5 — Long-Term Debt
The County issues bonds, notes, and other confractual commitments to provide for the acquisition and
construction of major capital facilities and the acquisition of certain equipment. General cbligation bonds are

direct obligations and pledge the full faith and credit of the County.

Governmental activities - iong-term obligation activity can be summarized as follows:
Amounts Bue

Beginning Ending Within One
Balance Additions Reductions _Balance Year
Governmental Activities:
Bends $ 8,551,000 $ $ 585,000  $7,966,000 $610,000

Loans payable 283 567 206,073 109,337 380,243 115,387
Total governmental activities $8,834,507 $_206073 $_694 337 $.8.346,243 $725,387

General obligation bends currently outstanding are as follows:

$5,165,000 - City of Hart — Local Government Loan Program Revehue Bonds,
Series 2001B due in annual instaliments of $335,000 to $3455,000
through November 1, 2015; interest at 3.950% t0 4.850% $ 3,125,000

$1,890,000 - E-911 Building — Local Government Program Revenue Bonds,
Series 2002, due in annugl installmenis of $115,000 to $165,000
through November 1, 2017; interest of 3.750% to 4.625% 1,360,000

$241,500 — Capital Improvement Bonds, Series 2003, due in annual installments
of $5,000 to $15,000 through June 1, 2033; interest at 4.250% 226,000

$350,000 - Capital Improvement Bonds, Series 20038, due in
annual installments of $15,000 to $30,000 through Novemnber 1, 2023;
interest at 3.000% to 5.000% 310,000

$3,500,000 — Capitai Improvement Bonds, Series 2003C, due in
annual instaliments of $140,000 to $245,000 through November 1, 2023;

interest at 3.000% tc 4.550% 2.845 000
Totat honded debt $7.9686 000

Annual debi service requirements to maturity on the above governmental bond obfigations are as follows:

Principal Interest Total

2008 $ 610,000 $ 351,802 $ 1,001,602
2009 630,000 367,854 997,854
2010 855 G006 342 708 997,708
2011 681,000 315,372 998,372
2012 701,000 286,467 987,467
2013-2017 3,058,000 982,828 4,040,828
2018-2022 1,230,000 548,871 1,776,971
2023-2027 325,000 120,432 445 432
2028-2032 61,000 22,796 83,796
2033 15,000 1,300 18,300

Total $ 7,966,000 $3.378.330 $11.344 330
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Oceana County, Michigan
Notes to Financial Statemenis
Note 5 — Long-Term Debt {Continued)
Loans Payable (all loans secured by equipment purchased with financing):
The County is party to the foilowing long-term notes at December 31, 2007:

Note payable Michigan Aercnautics Commission, matures May 2009,

annual payments of $8,541 including interest at 4.50%. $ 18,027

Note payable Michigan Aercnautics Commission, matures September 2008,

annual payments of $1,896 inciuding interest at 4.50%. 3,336

Note payable AVAYA Financial Services, matures May 2010,

monthly payments of $3,5642 including interest at 5.12%. 189,194

Note payable CNH Capital, matures September 2010,

monthly payments of $978 including interest at 7.25%. 51,209

Note payable for Chevy Trailblazer, matures November 2008,

monthly paymenis of $474 including interest at 6.25% 11,382

Note pavable Albin Business, matures May 2012,

monthly payments of $164 including interest at 6% 9,020

Note payable First Bankers Corperation, matures March 2011,

annual payments of $17,452 inciuding interest of 4.87% 52,356

Note payable for Rotary Wing Mower, matures November 2011,

annual payments of $4,134 12,401

Note payable for Windsor Clipper, matures Sepiember 2010,

monthly payments of $37 3,185

Note payable Cld National Bank, matures March 2008,

monthly paymenis of $2,358 inciuding interest at 4.34%. 32,133

$.380.243

The notes are due in the following years:
2008 $ 115,387
2008 95,605
2010 59,850
2011 37,396
2012 36,576
2013 35,428

$.380,243
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Oceana County, Michigan
Notes {o Financial Statements
Note 5 — Long-Term Debt {Continued)

Business-type activities - long-term obligation activity can be summarized as foliows:
Amounts Due

Beginning Ending Within One
Balance Additions Reductions Balance Year
Business-Type Activities:
Delinquent tax notes payable § 945000 § 2700000 $_2520000 $_1.125000 $_1.125.000

At December 31, 2007, the County had outstanding $1,125,000 of short-term general obligation tax notes.
The tax notes carry interest rate at prime. All revenues related to the 2006 delinquent real property taxes
have been pledged as security for the notes.

MNote 6 — Interfund Receivables and Payables
The interfund balances at year-end consist of a long-ferm advance from the general fund to the drain
revolving fund (component unit) of $31,200 and an amount of $1,461,705 due from the general fund to the

revenue sharing fund as a result of too much taxes being received inte the general fund.

Note 7 - Leases Pavabile

The County is party to several long-term rental agreements for office eguipment. These agreements call for
varying payments and terms due in the following years:

2008 $ 118,080
2008 102,666
2016 3,145
2011 1,830

$_225721

Note 8 - Pension Plan
Plan Description

Oceana County has a defined benefit plan for its employees that provides retirement, disability and death
benefits to its members and beneficiaries. The pian is administered by the Municipal Employees

Retirement Systern (MERS), an agent mulliple emplioyer pension plan created under Public Act 135 of
1845,

MERS issues a publicly available financial report that includes financial statements and required
supplemental information for the County. This report may be cobiained by writing to MERS, 1134
Municipal Way, Lansing, Michigan 48817, or by calling (517) 703-8030.

Funding Policy
The obligation fo contribute to and maintain the system for these employees was established by

negotiation with the County’s competitive bargaining unit and perscnnel policy. The County is required to
contribute at an actuarially determined rate, the current rate was 5.79% at December 31, 2006.
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Oceana County, Michigan
Notes to Financial Statemenis

Note 8 - Pension Plan (Continued)
Annual Pension Cost

For 2007, the County's annual pension cost was $558,671 with the full amount being paid. The required
contribution was determined as pari of the December 31, 20068 actuarial valuation, using the entry age
actuarial cost method. The actuarial assumplions include: a) 8% Investment Rate of Return {net of
administrative expenses) and b) projected salary increases of 4.5% per year. The actuarial value of the
County MERS plan assets was deiermined using techniques that smooth the effects of short-term
volatility in the market value of investmenis over a five-year period. The County’'s actuarial accrued
liability has been overfunded for the past four years. Any future unfunded liabitity would be amortized
over the next 30 years. The amortization period is open.

Three Year Trend Information

Ending Pension Cost {APC) APC Contributed Obligation
12/31/08 $491,598 100% $0
12131405 490,916 100% 8]
12/31/04 474,384 100% 0

Analysis of Funding Progress

(6}

{4} Ratio of
Unfunded Unfunded
{1 (31  {Overfunded) (5} {Funding
Valuation Actuarial {2) Funded Actuarial Annual Excess)
Date Value of Actuarial Ratio Liability Covered  to Covered
December 31  Plan Assets Accrued Liability (1)/{2} (2)-{1) Payroll  Payroil {(4}/5)
2008 $18,845,279 $22 492,034 84% $3,646,755 $10,615,009 34%
2005 17,117,520 20,085,418 83% 3,577,898 9,463,625 38%
2004 14,316,120 18,897,232 76% 3,238,774 9,005,697 36%

Note 9 - Equity Transfer

Buring the year, a $422,318 equity transfer was made to the general fund from the freasurer's unrestricied tax
revolving fund. The amount represents excess funds that have accumulated after several individual tax
revolving fund bond issues had been liquidated. The excess funds accumulated in the individual funds are
transferred to the treasurer's unrestricted fund and may then be used for general operations.

Note 10 - Deferred Compensation Pian

Oceana County offers all employees a deferred compensation pian created in accordance with the Internal
Revenue Code, Section 457. The assets of the plan were held in trust, as described in IRC Section 457(g) for
the exciusive benefit of the participants and their beneficiaries. The custodian thereof for the exclusive benefit
of the participanis holds the custodial account for the beneficiaries of this Section 457 Plan, and the assets
may nof be diverted to any other use. The Administrators are agents of the employer for purposes of
providing direction to the custodian of the custodial account from time to time for the investment of the funds
held in the account, transfer of assets to or from the account and all other matiers. In accordance with the
provision of GASB Statement 32, plan balances and activities are not reflected in Oceana County's financial
statementis.
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Gceana County, Michigan
Notes to Financial Statements

Note 11 - Related-Party Transactions

Community Mental Health - The County leases premises to the Community Mental Health Service on a long-
term lease arrangement calling for payments of $332,864, payable $3,000 in advance and the balance in
120 monthly instaliments of $2,749. This iease commenced February 1, 1987 and expired July 1, 1987. The
lease was renewed on a year-by-year basis for $1,250 per month.

Building Authority - The County leases the Public Sguare site to the Authority for $15, payable $1 a year for 15
years.

Note 12 - Risk Management

Oceana County is exposed to various risks of loss related to theft of, damage to, and destruction of assets;
errors and omissions; liability; and natural disasters. The County is a member of the Michigan Municipal Risk
Management Authority, which is a self-insured association, organized under the laws of the State of Michigan
to provide self-insurance protection. The agreements between the Authority and the County are
intergovernmental contracts. Under the contract, the County is responsible for paying all losses, including
damages, ioss adjustment expenses and defense costs, for each occurrence that falis within the County's self-
insured retenticn {SIR} amounts. After the County has paid the SIR, the Authority is responsible for paying
losses, including damages, loss adjustment expenses and defense costs up to a specified imit. The County's
SIR and additional coverage amounis are as follows:

Additional

Retention Insurance

Liability $ 75,000 315,000,000

Vehicle Physical Damage $ 15,080 per vehicle 1,500,000
$ 30,000 per cccurrence

Property and Crime 10% of the next $100,000 8,431,968

The activity of this contract is recorded in the general fund. Cash balances represent ending funds on deposit
with the authority at December 31, 2007. Past experience indicates incurred but unreported claims would not
represent a material charge against fund equities.

Additional information is as foliows:

Current year contributions to the SIR $_22 605
Funds on deposit December 31, 2007 $ 59,031
Claims and legal reserve (on cash basis) December 31, 2007 -
Estimated net asseis December 31, 2007 $_59.021

The amounts are reporied on a cash basis as provided by Michigan Municipal Risk Management Authority.
Settled claims have not exceeded the SIR limits in any of the past three years.

Note 13 - Jointly Governed Operations

District Heaith Departmeni Number 10 - Cceana County, Newaygo County, Lake County, Mecosta County,
Maznistee County, Mason County, Crawford County, Kalkaska County, Missaukee County and Wexford
County participate jointly in the cperation of the District Health Depariment Number 10.

The Board for the District Health Department is made up of two Commissioners from each county, plus one
aiternate from each county.

The funding formula approved by the member counties is based pro rata on each unit's population and their
share of space costs. Member counties’ appropriations for 2007 were based on revisions in population due to
the 2000 Census. Cceana County's 2007 appropriation to the District Health Department was $164,465.
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Oceana County, Michigan
Notes to Financial Statemenis

Note 13 - Jointly Governed Operations (Continued)

Community Mental Health System - Oceana County, Lake County and Mason County participate jointly in
the operation of the West Michigan Community Mental Health System.

The funding formuia is based pro rata on each unit's population to the total population. Member percentages
of the net operating budget for the year ended December 31, 2007 were:

Cceana 40.00%
Mason 45.00%
Lake 15.00%

Qceana County's 2007 appropriation to West Michigan Community Mental Health System was $130,000.

Substance Abuse - Oceana County is 2 member of a 31 County Region Coordinating Agency, {Northern
Michigan Substance Abuse Services, Inc.} which contracts for substance abuse services throughout the
member area. Each county appropriates 50% of their liquor tax fund revenues to NMSAS, Inc.

Cceana County's appropriation for 2007 was $46,286.
Note 14 - Transfers In (Qut)

Interfund transfers at December 31, 2007 were:

Fund Transfers In Transfers Cut
General $ 898,939 $ 206,253
Revenue Sharing Reserve - 476,623
Parks & Recreation 64,168 55,000
Law Library 16,000 -
Child Care 120,000 41,290
Soldiers and Sailors’ Relief 15,000 -
Social Welfare 10,000 -
Juvenile Justice 44,290 -
Mason/Oceana E-911 - 171,648
Mason/Oceana E-911 Debt 171,648 -
Crystal Valley County Park 55,000 31,670
Public Improvement 10,600 -
Cap. Proj. Dist. Ct. 2,755 -
Tax Revolving - 422,316
$1.404 801 $1,404 801

Transfers are used to: (1) move revenues from the fund that is reguired to collect them to the fund that is
required or allowed to expend them; (2} move receipts restricted to 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 collected in the General Fund to finance various programs accountad for in other
funds in accordance with budgetary autherizations.

Note 15 — Change in Accounting Principle

For the year ended December 31, 2007, the County swiiched from a modified cash-basis presentation of
financial information to a modified accrual basis presentation as required under genherally accepted
accounting principles.  Adjustments resulting fiom a change in accounting principle are ireated as
adjustments to prior periods. Accordingly, the County reports these changes as restatements of beginning
fund balance, fund equity, or net assets, as appropriate.
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Oceana County, Michigan
Notes to Financial Statements

Note 15 — Change in Accounting Principle {Continued)

The following table shows beginning net assets restated for the effects of the change in accounting
principle from the modified cash to accruat reporting methed:

December 31, 2006 Net Assets — Governmental Activilies $12,531,56%
Accounts receviable 1.5615.408
inventory 73,8933
Prepaid expenditures 290,161
Accounts payable {476,005)
Accrued payrolt and related {680,422)
Accrued interest on leng-term debt (69,223)
Restated net assets — January 1, 2007 $13.185.421

Note 16 — Contingency

During the year ended December 31, 2007, the Medical Care Facility had a grievance filed
against it by the union. The ouicome of the situation is unknown and a liahility, if any, cannot be
reasonably estimated so no amount has been reflected in the financial statements for this matter.
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Assets

Assets:
Cash anhd cash equivalents
Accounts receivable
Interest receivable
Due from Siate
Prepaid expenses
Property taxes receivable

Total assets

Liabilities and Fund Balances

Liabilities:
Deferred property taxes
Accounts payable
Other liabilities
Total liabilities

Fund Balances:
Reserved for prepaids
Unreserved:
Designated
Unreserved: undesignated
Total fund balances

Total liabilities and fund balances

Oceana County, Michigan
Combining Balance Sheet
Nonmajor Governmental Funds
December 31, 2007

Nonmajor Nonmajor Nonmajor
Special Debt Capital Nonmajor
Revenue Service Project Permanent

Funds Funds Funds Funds Total
$ 17344358 656,900 $ 134,704 % 617 § 2,5268656
310,402 - 761 - 311,183
1,507 - - - 1,607
65,634 - - - 65,634
31,642 - - - 31,642
1.562,797 - - - 1,562,797
$ 3706417 % 656,900 § 135465 % 617 § 4405399
$ 1562797 % -$ - % -$  1,582797
98,301 - - - 98,301
161.248 - - - 191,248
1,852,346 - - - 1,852,346
31,642 - - - 31,642
- - - 817 617
1,822,428 656,500 135,465 - 2.614,794
1.854.671 656,500 135,465 617 2,647,053
$ 3706417 % 656,900 § 135465 § 617 $ 4489399
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QOceana County, Michigan

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
Nonmajor Governmental Funds
Year Ended December 31, 2007

Nonmajor Nonmajor Nonmajor
Special Debt Capital Nonmajor
Revenue Service Project Permanent
Funds Funds Funds Funds Total
Revenues:
Taxes $ 1625254 § 500,223 % - % - § 2125477
Intergovernmental 650,090 - - - 650,000
Charges for services 2,790,542 - - - 2,790,542
interest and rents - 10 - 15 25
Contributions from local units - 473,893 - - 473,993
Other 158,112 - 10,362 - 168,474
Total revenues 5223.998 974 226 10,362 15 6.208.601
Expenditures:
Current operations:
Judicial 16,277 - - - 16,277
Public safety 1,394,081 - - - 1,394,021
Health and welfare 3,637,333 - - - 3,637,333
Culture and recreation 49,829 - - - 439 829
Other {3,439) - - 150,013 146,574
Capital outlay 87,124 - 38,736 - 125,860
DCebt service:
Principal - 570,000 - - 5Y0,000
interest - 376,710 - - 376.710
Total expenditures 5081215 8946 710 38,738 150,013 6216674
Revenues Over (Under} Expenditures 142,783 27,518 (28,374) {(149.998) {8.073)
Other Financing Sources {Uses):
Transfers in 331,458 171,848 2,755 - 505,862
Transfers (ouvt} {295,609 - - - {289,609)
Total other financing sources (uses) 31,849 171.649 2755 - 206,253
Net Changes in Fund Balances 174,632 199,165 {25,619 {149,998} 188,180
Fund Balances - Beginning of Year 1,679,438 457,735 161.084 150,615 2448 873
Fund Balances - End of Year $ 1854071 6569008 135465 § 617 § 2647053
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Gceana County, Michigan
Combining Balance Sheet
Nenmajor Debt Service Funds
December 31, 2007

Wastewater Mason/

Medicai Care Treatment Oceana
Facility Plant E-911 Total
Assets
Assets:
Cash and cash equivalents $ 654665 % 2235 % -3 656900
& B654.665 % 2235 % -% 656900
Liabilities and Fund Balances
Fund Balances:
Unreserved: undesignated 3 654,665 % 2235 % -$ 856900
Total liahilities and fund balances $ 654 665 $ 2235% -% 656900
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Oceana County, Michigan
Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances
MNonmajor Debt Service Funds
Year Ended December 31, 2007

Wasterwater Mason/

Medical Care Treatment Oceana
Facility Plant E-811 Total
Revenues:
Taxes % 500,223 % -8 - % 500,223
Interest - 10 - 10
Contributions fram local units - 473983 - 473,993
Total revenues 500,223 474 003 - 874,226
Expenditures:
Debt service:
Principal retirement 146,000 320,000 110,000 570,000
interest and fiscal charges 161,068 153,883 61,649 376,710
Total expenditures 301,088 473,983 171.849 946,710
Revenues Over {Under) Expenditures 199,155 10 (171.649) 27,518
Other Financing Sources {Uses):
Transfers in - - 171,648 171.649
Total financing sources (uses) - - 171,648 171,649
Net Changes in Fund Balances 189,155 10 - 199,165
Fund Balances - Beginning of Year 455,510 2225 - 457,735
Fund Balances - End of Year 3 654,665 $ 2235 % - 3 656.800
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Assets:

Assets

Cash and cash equivalenis

Accounts receivable
Total assets

Fund Balances:
Unreserved:
Undesignated

Fund Balances

Oceana County, Michigan
Combining Balance Sheet
Nonmajor Capital Project Funds
December 31, 2007

Disfrict
Court Sheriff Tota!
s 16,341 % 118,363 § 134,704
- 761 761
$ 16,341 $ 118,124 § 135,465
3 16341 % 119124 § 1354865
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Oceana County, Michigan
Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances
Nonmajor Capital Project Funds

Year Ended December 31, 2007

District
Court Sheriff Total
Revenues:
Other $ -3 10,362 § 10,3682
Total revenues - 10,362 10,362
Expenditures:
Capital ouitay - 38.736 38,738
Total expenditures - 38,736 38.736
Revenues Over {Under} Expenditures - {28.374) (28,374)
Other Financing Sources (Uses)
Transfers in 2.755 - 2,755
Total other financing sources {uses) 2,755 - 2755
Net Changes in Fund Balances 2,755 (28,374} (25619
Fund Balances - Beginning of Year 13,586 147,498 161,084
Fund Balances - End of Year i 16341 % 118,124 $ 135,485
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Assets

Assets:
Cash and cash equivalents

Fund Balances
Fund Balances:

Unreserved:
Designated for programs

Oceana County, Michigan
Combining Balance Sheet
Nonmajor Permanent Funds

December 31, 2007

Medical
Cemetery Care
Trust Endowinent Total
3 315 8 302 $ 617
$ 215 8 302 % 617
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Oceana County, Michigan
Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances
Nonmajor Permanent Funds

Year Ended December 31, 2007

Medical
Cemetery Care
Trust Endowment Total
Revenues:
tntarest $ 15 % -3 15
Total revenues 15 - 15
Expenditures:

Other 13 150.000 150,013
Net Changes in Fund Balances 2 {150,000) (149,998)
Fund Balances - Beginning of Year 313 150,302 150615
Fund Balances - End of Year $ 315 % 302 % 817
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Statement of Revenues, Expenditures,

Oceana County, Michigan

and Changes in Fund Balances - Budget to Actual

Revenues:
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeifures
interest and rentals
Other

Total revenues

Expenditures:
Current operations:
Legislative
Board of commissioners

Judicial
Circuit court
District court
Friend of the court
Probate court
Jury board
Total judicial

General county government
County administrator
Elections
Clerk
Equalization
Prosecuting attorney
Register of deeds
Piat board
Remonhumentation
Drain commission
Treasurer
Tax administration
Cooperative extension
Building and grounds
Other general government

Total general county government

General Fund
Year Ended Gecember 31, 2007

2007
Variance
Favorable
Budget Actual {Unfavorable)
$ 5031867 $ 56475086 % 615,639
67,650 52,147 (15,503)
1,151,164 1,103,676 {47,488)
1,183,775 1,073,176 (120,589}
10,370 8,237 {4,133)
170.000 196,137 26,137
201,055 215,326 14,261
7.825 891 8294205 468.314
173,418 178.378 {(4.960)
375,872 358,378 17,294
482,851 472,867 19,984
322,838 310,094 12,544
254,025 242 987 11,038
4075 3,344 731
1,449,261 1,387.670 81,581
180,908 177,708 3,187
17,469 4,072 13,387
325,836 314,304 11,532
215,549 190,513 25,036
384,514 365,670 (1,158}
168,022 162,228 5794
1,340 1,120 220
67,387 67,984 {597)
132,953 129,707 3,248
188,025 186,347 1678
4,057 4,048 g
139,501 136,238 3,263
313,528 296,375 17,153
461,372 448,245 12,127
2,680,459 2,485 560 94,889
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Oceana County, Michigan
Statement of Revenues, Expenditures,
and Changes in Fund Balances - Budget to Actual
Generat Fund
Year Ended December 31, 2007

2007
Variance
Favorable
Butiget Actual {Unfavorable}
Expenditures (Continued):
Public safety
Sheriffs' department $ 1721377 $ 1,680,568 § 40,809
Training 6,700 6,681 19
Marine law enforcement 122,356 118,086 4,270
Snowmobile enforcement 36,734 32,410 4324
Road patrol 108,312 161,622 (53,210}
Corrections department 1,075,850 998 485 76,455
Parole 3,500 3,116 384
Pianning commission 18,353 12,335 6,018
Emergency preparedness 77,518 68,307 9,211
Other 600 - &800
Animal shelier 127,757 121,477 6,280
Total public safety 3289157 3,203,997 85,160
Public works
Drains pubilic benefit 9,550 8,363 187
Refuse collection and disposal 191.092 196,582 500
Total public works 200,642 198,855 687
Heaith and welfare 50,920 35964 14,926
Cther
Appropriations 381,349 387,303 4,046
Other 328 855 292,886 36,069
Total other 720.304 680,189 43,115
Total expenditures 8,474 161 8.171.743 302 418
Revenues Over {Under} Expenditures (648.270) 122 462 770732
Other Financing Sources (Uses):
Transfers in 935,327 898,939 {36,388)
Transfers {out) (287 057} {206,253} 80,804
Total other financing sources {uses) 848 270 692 686 44 4186
Net Changes in Fund Balances - 815,148 815,148
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Oceana County, Michigan
Statement of Revenues, Expenditures,
and Changes in Fund Balances - Budget to Actual
General Fund
Year Ended December 31, 2007

2007
Variance
Favorabhle
Budget Actuai {Unfavorable)
Fund Balances - Beginning of Year 3 (20.063) § {29.063) § -

Fund Balances - End of Year

$ (26063} 3 786.085 § 815,148
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Report on Compliance with Requirements
Applicable to Each Major Program and on Internal Control
Over Comptiance in Accordance with OMB Circular A-133

Board of Commissioners
Oceana County
Hart, Michigan

Compliance

We have audited the compiiance of Oceana County with the types of compliance requirements described in
the U.S Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended December 31, 2007. Oceana 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 fo each of its major federal programs is the responsibility of Oceana County's
management. Our responsibility is to express an opinion on Oceana 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 financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Nen-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred fo above that could have a direct and material effecton a
major federal program occurred. An audit includes examining, on a test basis, evidence about Oceana
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 legai determination on Oceana County's compliance with those requirements.

In our opinion, Oceana County complied, in all material respects, with the requirements referred to ahove that
are applicable to each of its major federal programs for the year ended December 31, 2007.

WiLnis & Jurasex, P.C. Phone Number: (517) 788-8660
2505 Spring Arheor Road Fax Nwmber: (317 THS-U872
Suite 200 F-Mails willis@willispe com

Jae Ksen, A -19203-300t 1 Wb site: www willispe com



Board of Commiissioners
Oceana County
Page 2

Infernal Control Over Compliance

The management of Oceana County is responsible for establishing and maintaining effective internal control
over compliance with requirements of laws, regulations, contracts and grants applicable fo federal programs.
in planning and performing our audit, we considered Oceana County’s internal control over compliance with
requirements that could have a direct and material effect on & major federal program in order to determine
our auditing procedures for the purpose of expressing our opinion on compliance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance Accordingly, we do not
express an opinion on the effectiveness of Oceana County's internal control over compliance.

Our consideration of the internal conirol over compliance was for the limited purpose described i the
preceding paragraph and would not necessarily identify all deficiencies in Oceana County's internal conirol
that might be significant deficiencies or material weaknesses as defined below.

A control deficiency in an entity's infernal control over compiiance exists when the desigh or operation of a
control does not aliow management or employees, in the normal course of performing their assigned
functions, 1o prevent or detect noncompliance with a type of compliance requirement of a federal program on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity's ability to administer a federal program such that there is more than a remote
likelihood that noncompliance with a fype of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likeiihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity's internal control.

Schedule of expenditures of Federal Awards

We have audited the financial statements of the governmenta! activities, business-type activities, each major
fund, and the aggregate remaining fund information of Oceana County's primary government as of and for
the year ended December 31, 2007, and have issued our report thereon dated August 23, 2008, Our audit
was performed for the purpose of forming opinions on the financial statements that collectively comprise the
County’s primary government basic financial statements taken as a whole. The accompanying Schedule of
Expenditures of Federal Awards is presented for purposes of additional analysis as required by OMB Circular
A-133 and is not a reqguired part of the basis financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole

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

(i 4 {/C;m-cz/;m.m e
Willis & Jurasek, P.
August 23, 2008



Report Based on an Audit of Financial Statements
Performed in Accordance with
Government Auditing Standards

Board of Commissioniers
Oceana Colnty
Hart, Michigan

We have audited the financial statements of the governmental activities, business-type aclivities, each major fund and the
aggregate remaining fund information of Oceana County’s primary government as of and for the year ended December 31,
2007, and have issued our report thereon dated August 23, 2008. Our report disclosed that the financial statements include
only financial activity of the primary government and that the financial activities of component units that form the reporting
enfity are not included. The County also prepares its financial statements on the modified cash basis of accounting for its
government-wide financial statements and the cash basis for its fund financial statements, which is a comprehensive basis of
accounting other than generally accepted accounting principles.  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 Audiling Standards, issued by the Comptrolier General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Oceana County's internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the County's internal contro! over financial reporting. Accordingly, we
do not express an opinion on the effectiveness of the County's internal control over financial reporting.

Our consideration of internal control over financial reperting was for the limited purpose described in the preceding paragraph
and would not necessarlly identify all deficiencies in internal control over financial reperling that might be significant
deficiencies or material weaknesses. However, as discussed below, we identified certain deficiencies in the internal control
over financial reporting that we consider to be significant deficiencies.

A control deficiency 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 misstatements on a timely basis. A significant deficiency is
a contro! deficiency, or combination of control deficiencies, that adversely affects the County's ability to itiate, authorize,
record, process, or report financial data reliably in accordance with generally accepted accounting principles such that there is
more than a remote likelinood that a misstaternent of the County’s financial staternents that is more than inconsequential will
not be prevented or detected by the County's internal control. We consider the deficiencies describe in the accompanying
Schedule of Findings and Questioned Costs 1o be significant deficiencies in interal control over financial reporting. The
significant deficiencies are described in the accompanying Schedule of Findings and Questioned Costs as Findings 2007-1,
2007-2, and 2007-3.

A material weakness is a significant deficiency, or combination of significant deficiencies, that resuits in more than a remote
ikelihood that & material misstatement of the financial statements will not be prevented or detected by the County’s infernal

confrol.

Our consideration of the infernal control over financiai reporting was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies in the internal control that might be significant deficiencies and,
accordingly, would not necessarily disclose ali significant deficiencies that are also consider to be material weaknesses Of the
significant deficiencies described above, we consider Findings 2007-2 and 2007-3 to be materal weaknesses.

Winnis & Jurasek, P.C. Phone Numbur: (517 748-8060
2515 Spring Arhor Resd 3 Fax Numbe: (317 7859872
Suite 200 E-Aail: willis@willispe com
L lssom, W 192053601 Wil site: waw willispe com



Board of Commissioners
QOceana County
Page 2

Compliance and Other Mafters

As part of obtaining reasonable assurance about whether Oceana County'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. .

Oceana County's response 1o the findings identified in our audit are described in the accompanying Schedule of Findings and
Questioned Costs. We did not audit the County's response and, accordingly, we express no opinion on it.

This report is intended for the information and use of management, 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.

. . o~
H l - ‘ i i }1‘! " . }".‘ .-)
oo 4 Maadi
o
Willis & Jurasek, P.C.

August 23, 2008



Oceana County
Schedule of Expenditures of Federal Awards
Year Ended December 31, 2007

Catalog of Pass
Federai Through
Federal Agency/Pass-Throuigh Domestic Grantor's
Grantor/Program Tifle Assistance Number Expenditures
U.S Depariment of Justice
Passed through Michigan Department of State Police
SCCENT 16.738 70889-8-07-B $ 29,586
Highway Safety Project - Click It or Ticket 16.738 PT-O7-09 14,999
Passed through Communities Overcoming Viclent Encounters
STOP Project 16 588 STOPR 07-53001-1 5158
Total U 8 Department of Justice 48,743
L).S. Department of Housing and Urban Development
Passed through Michigan State Housing Development Authority
Community Development Block Grant - Housing Program 14.239 MSC-2004-5825-H0OA 16,123
Community Development Block Grant - Homebuyer Grant 14.239 MSC-2008-5825-H0O 81,029
Community Development Block Grant - Homeowner Rehabilitation Grant 14.239 MSC-2007-5825-H0C 41,821
Total U.S. Department of Housing and Urban Development 138,973
U.S. Department of Health and Human Services
Passed through Michigan Department of Human Services
Title IV-D Prosecuting Attorney Co-Op 93 5683 CSPA 07-54002 55,861
Title IV-D FOC 93583 CSFOC07-64001 246443
Total U S. Department of Health and Human Services 302,404
U.S. Department of Homeland Security
Passed through Michigan Department of State Police
Federal Boating Safety Financial Assistance Program 97 017 N/A 24,995
Emeregency Management Parfomance Grant g7 042 NiA . 23,948
Total U 8. Department of Homeland Security ) 48,844

§ 540,084



1.

Oceana County
Notes to Schedule of Expenditures of Federal Awards

Summary Of Significant Accounting Policies

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
Oceana County and is presented on the accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of Slales, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule may
differ from amounts presented in, or used in the preparation of, the basic financial statements.



Oceana County
Schedule Of Findings And Questioned Costis
Year Ended December 31, 2007

Section 1 - Summary of Auditors’ Resulis

Financial Statemenis

Type of auditor's report issued: Qualified

Internal control over financial reperting:

Material weakness identified? X yes ne
Significant deficiencies identified that are
not considered to be material weakness X yes no
Nencompliance material to financial statements noted yes X no

Federal Awards

internal control over major programs:

Material weakness identified? yes X no
Significant deficiencies identified that are
not considered to be material weakness ves _ X nG

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

Any audit findings disclosed that are required o be
reported in accordance with section 510(a) of
Circular A-133. ___yes X no

Igentification of major programs:

CFDA Number Name of Federal Program
893.583 Title ivV-D FOC
Dollar threshold used to distinguish between
Type A and type B programs: $ 300,000
Auditee quaiified as low-risk ——___yes X no



Oceana County
Schedule of Findings and Questioned Costs
Year Ended December 31, 2007

Section Il - Financial Statement Findings

Finding 20071

Client Response

Finding 20607-2

Client Response

Finding 2007-3

Client Response

Bank reconciliations were not performed on a timely basis at certain times during
the last fiscal vear. Timely recenciliations are an important internal conirol function.
While this has not been an issue in the past, it was however, noted during the year
ended December 31, 2007

There has been improvement in the past year. We are aware of this and have
taken corrective actions to be implemented from this point forward.

Management of the County has the ability to produce internal reporting that allows
for financial management of the day fo day operations. However, management
refies on the exiernal auditors fo prepare iis external audit reports. While this may
be typical of some smaller municipaiities, it is considered a significant deficiency
under SAS 112, which became effeclive this year.

We are working with our auditors to improve in this area. We are aware of this
and it is not beneficial fo Oceana County to produce the external reports.

During the course of the audit we proposed a few journal entries, which
management agreed with and posted fo the final general ledger. However, some
on these eniries had a material affect on the final financial statements. The main
material adjustment deait with the Revenue Sharing Fund. Since this was a
material adjustment, we considered this io be a material weakness as defined by
SAS 112

We are aware of this situation and are working diligently to make these corrections
internally.

Section Il — Federal Award Findings and Questioned Cosis

None

Section IV — Prior Year Federal Award Findings

Finding 2006-6

Status

HUD programs require grantees to comply with Department of Environment
Quality Environmental Review Requirements. The project for the Community
Development Block Grant (Project number MSC 203042-EDIG), has received a
notice of viclation (DEQ Complaint Number 08-64-0031V) alieging a violation of
the State's environmentail regulations by filling in an area deemed to be a wetland
without obtaining authorization to do so. The County is currently frying to remedy
the situation and has requested grant extensions to atiempt to correct the situation.

As a result, $312,000 of the total grant amount is in danger of begin disallowed and
is at this point considered a questioned cost. Unless the problem can be corrected
the $312,000 may be required fo be repaid.

The County has worked with the DEQ and has remedied the situation as of
Cecember 31, 2007.



August 23, 2008

To the Board of Commissioners
Oceana County

We have audited the financial statements of the governmental activities, and each major fund, and the aggregate
remaining fund information of Oceana County for the year ended December 31, 2007, and have issued our report
thereon dated August 23, 2008. Professional standards require that we provide you with the following information
related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

1) As stated in our engagement letter, our responsibility, as described by professional standards, is to express
opinions about whether the financial statements prepared by management with your oversight are fairly
presented, in all material respects, in conformity with U.S. generally accepted accounting principles. Our
audit of the financial statements does not relieve you or management of your responsibilities. Our
responsibility is to plan and perform the audit to obtain reasonable, but not absolute, assurance that the
financial statements are free of material misstatement.

2) As part of our audit, we considered the internal control of Oceana County. Such considerations were solely
for the purpose of determining our audit procedures and not to provide any assurance concerning such
internal control.

3) We are responsible for communicating significant matters related to the audit that are, in our professional
judgment, relevant to your responsibilities in overseeing the financial reporting process. However, we are not
required to design procedures specifically to identify such matters.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to you in our
discussions about planning matters held prior to the audit field work.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In accordance with the
terms of our engagement letter, we will advise management about the appropriateness of accounting policies and
their application. The significant accounting policies used by Oceana County are described in Note 1 to the
financial statements. No new accounting policies were adopted and the application of existing policies was not
changed during the fiscal year. We noted no transactions entered into by the governmental unit during the year
for which there is a lack of authoritative guidance or consensus. There are no significant transactions that have
been recognized in the financial statements in a different period than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements
and because of the possibility that future events affecting them may differ significantly from those expected.

The disclosures in the financial statements are neutral, consistent, and clear.



Board of Commissioners
Oceana County

Page 2

Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are trivial, and communicate them to the appropriate level of management. The journal
entries provided to management, including some that were material misstatements detected as a result of audit
procedures, were corrected by management.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to
the financial statements or the audit report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated August 23, 2008.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting
principle to the governmental unit's financial statements or a determination of the type of auditor’'s opinion that
may be expressed on those statements, our professional standards require the consulting accountant to check
with us to determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the governmental unit's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a condition
to our retention.

This information is intended solely for the use of the Board of Commissioners and management of Oceana
County and is not intended to be and should not be used by anyone other than these specified parties.

Very truly yours,

Withs & (]«/‘a@eé PC

Willis & Jurasek, P.C.
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