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INDEPENDENT AUDITORS' REPORT



Midwest Professionals, P.L.L.C

Certified Public Accountants 215 South Court Avenue, Gaylord, MI 49735
989-732-1156 Fax 989-731-2541

INDEPENDENT AUDITORS’ REPORT

Tribal Council

Bad River Band of Lake Superior Tribe of Chippewa Indians
72682 Maple St

Odanah, Wisconsin 54861

We have audited the accompanying financial statements of the governmental activities, business-type
activities, discretely presented component unit, each major fund, and the aggregate remaining fund
information of the Bad River Band of Lake Superior Tribe of Chippewa Indians for the year then ended
September 30, 2009, which collectively comprise the basic financial statements of the Bad River Band of
Lake Superior Tribe of Chippewa Indians’ primary government as listed in the table of contents. These
financial statements are the responsibility of Bad River Band of Lake Superior Tribe of Chippewa
Indians’ management. Our responsibility is to express opinions on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the provisions of Office of Management and
Budget Circular A-133, and the State of Wisconsin Single Audit Guidelines. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the discretely
presented component, each major fund, and the aggregate remaining fund information for the primary
government, of the Bad River Band of Lake Superior Tribe of Chippewa Indians for the year then ended
September 30, 2009, and the respective changes in financial position and cash flows, where applicable,
thereof for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated, August 20,
2010 on our consideration of the Bad River Band of Lake Superior Tribe of Chippewa Indians internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grants. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of the audit.

Member of American Institute of Certified Public Accountants
Member of Wisconsin Association of Certified Public Accountants



y7

Midwest Professionals, P.L.L.C

Certified Public Accountants 215 South Court Avenue, Gaylord, MI 49735
989-732-1156 Fax 989-731-2541

Page 2

The Bad River Band of Lake Superior Chippewa Indians has not presented the management’s discussion
and analysis and budgetary comparison information that accounting principles generally accepted in the
United States of America has determined is necessary to supplement, although not required to be part of,
the basic financial statements.

Our audit was performed for the purpose of forming an opinion on the financial statements taken as a
whole. The accompanying schedule of expenditures of federal and state awards is presented for purposes
of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations, and is not a required part of the financial
statements of Bad River Band of Lake Superior Chippewa Indians. Such information in that schedule has
been subject to the auditing procedures applied in the audit of the financial statements and, in our opinion,
is fairly stated, in all material respects, in relation to the financial statements taken as a whole.

As discussed in Note (15) to the basic financial statements, the Tribe has accumulated a material deficit in
its internal service fund. The contributing factors which created this deficit, as well as management’s
future plans regarding this deficit, are identified in Note (15). This deficit raises concern over the Tribe’s
future ability to fund needed services to its members.

Nudustst Propats

Pi.c.c.

Midwest Professionals, P.L.L.C.

August 20, 2010
Gaylord, Michigan

Member of American Institute of Certified Public Accountants
Member of Wisconsin Association of Certified Public Accountants
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TRIBE-WIDE FINANCIAL STATEMENTS



Bad River Band of Lake Superior Tribe of Chippewa Indians

Statement of Net Assets
As of September 30, 2009

Assets

Cash and Cash Equivalents

Accounts Receivable, net

Grants Receivable, net

Internal Receivable

Prepaid Expenses

Inventories

Investments

Restricted Cash & Investments

Capital Assets, net of depreciation (see Note 6)

Total Assets
Liabilities

Accounts Payable
Accrued Liabilities
Deferred Revenue
Noncurrent Liabilities (see Note 8)
Due within one year
Due in more than one year
Total long-term Liabilities

Total Liabilities
Net Assets

Invested in Capital Assets, Net of Related Debt
Restricted (see Note 12)
Unrestricted

Total Net Assets

The accompanying notes are an integral part of these financial statements.

Tribe-Wide
Government Component Unit
Housing
Governmental Business-Type Authority
Activities Activities Total 3/31/2009
7.194,882 § 1,688,230 $ 8,883,112 § 348,653
176,007 381,744 557,751 14,730
1,606,264 - 1,606,264 -
169,554 (169,554) - -
41,820 967 42,787 98,641
136,283 339,553 475,836 -
47,931 2,029,134 2,077,065 657,700
2,054,193 - 2,054,193 456,392
15,447,880 10,004,817 25,452,697 7,088,114
26,874,814 14,274,891 41,149,705 8.664.230
2,818,185 539,557 3,357,742 15,852
481,315 419,627 900,942 21,122
3,774,327 - 3,774,327 61,511
275,152 1,202,180 1,477,332 124,934
3,598,677 1,058,010 4,656,687 172,831
3,873,829 2,260,190 6,134,019 297,765
10,947,656 3.219,374 14,167,030 396,250
11,730,179 10,004,817 21,734,996 6,813,498
2,054,192 - 2,054,192 501,393
2,142,787 1,050,700 3,193,487 953,089
15927158 § 11,065517 § 26,982675 § 8,267,980




Bad River Band of Lake Superior Tribe of Chippewa Indians
Statement of Activities
For the Year Ended September 30, 2009

Program Revenues

Net (Expenses) Revenue and Changes in

Operating Capital Net Assets Band-Wide Government Component Unit
Charges for Grants and Grantsand  Governmental Business-type Housing
Expenses Services Contributions  Contributions Activities Activities Total Authority
Functions / Programs
Primary Government
Governmental Activities:
General Government $ 5731697 $ 2488830 §$ 64,855 $ - $ (3,178,012) $ - $(3,178,012) $ -
Public Safety 1,462,621 35,854 314,287 - (1,112,480) - (1,112,480)
Public Works 129,606 1,431,369 2,019,027 - 3,320,790 - 3,320,790
Health and Human Services 4,808,228 943,547 4,883,151 - 1,018,470 - 1,018,470
Culture and Recreation 399,131 179,082 117,172 - (102,877) - (102,877)
Education 1,251,414 (4,773) 818,901 - (437,286) - (437,286)
Conservation/Natural Resources 1,039,784 4,577 1,004,415 - (30,792) - (30,792)
Economic Development 19,803 66,746 - - 46,943 - 46,943
Interest on Long-Term Debt 56,950 - - - (56,950) - (56.950)
Total Governmental Activities 14,899,234 5,145,232 9,221,808 - (532,194) - (532,194)
Business- type Activities:
Enterprises ) 15,330,970 19,339,308 - - - 4,008,338 4,008,338
Total Business-type Activities 15,330,970 19,339,308 - - - 4,008,338 4,008,338
Total Primary Government $ 30,230,204 $ 24484540 §$ 9221808 $ - (532,194) 4,008,338 3,476,144
Component Unit
Housing Authority $ 1860242 §$ 258065 _$ 1,319,770 _$ - 282,407
Total Component Unit $ 1,860,242 $ 258,066 $ 1,319,770 $ - (282,407)
General Revenues
Investment Earnings 236,567 34,028 270,595 48,056
Other - 63,127 63,127 -
Transfers In/Out 3,806,990 (3,806,990) - -
Total General Revenue 4,043,557 (3,709,835) 333,722 48,056
Change in Net Assets 3,611,363 298,503 3,809,866 (234,351)
Net Assets - Beginning of the Year 12,415,795 10,757,014 23,172,809 8,502,331
Net Assets - End of the Year $ 15,927,158 $ 11,055,517 $ 26,982,675 $ 8,267,980

The accompanying notes are an integral part of these financial statements.
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Bad River Band of Lake Superior Tribe of Chippewa Indians

Balance Sheet - Governmental Funds
September 30, 2009

Indian Health Other Total
General Services Federal Governmental Governmental
Fund Programs Programs Funds Funds
Assets
Current Assets
Cash and Cash Equivalents $ 2543187 $ 891,056 $ 1,342,778 $ 2,405,513 $ 7,182,534
Receivables, net 82,576 89,145 - 1,179 172,900
Grant Receivable,net - 184,572 869,484 552,208 1,606,264
Due From Other Funds 2,189,711 2,149,296 661,547 807,897 5,808,451
Prepaid Expenses 28,038 4,904 1,881 6,997 41,820
Inventories - 125,132 11,151 - 136,283
Investments 47,932 - - - 47,932
Restricted Assets - Investments 2,054,192 - - - 2,054,192
Total Assets $ 6945636 $ 3,444,105 $ 2,886,841 $ 3,773,794 $ 17,050,376
Liabilities and Fund Balances
Liabilities
Accounts Payable $ 466446 $ 1,240,735 $ 633916 $ 279,513 $ 2,620,610
Accrued and Other Liabilities 438,325 - - - 438,325
Deferred Revenue - 825,341 1,500,064 1,448,922 3,774,327
Due to Other Funds 2,186,591 1,252,897 741,710 271,328 4,452,526
Total Liabilities 3,091,362 3,318,973 2,875,690 1,999,763 11,285,788
Fund Balances
Reserved - Investment Restrictions 2,054,192 - - - 2,054,192
Reserved - Inventory - 125,132 11,151 - 136,283
Unreserved, Designated - Bond Redemptions 653,830 - - - 653,830
Unreserved, Undesignated 1,146,252 - - 1,774,031 2,920,283
Total Fund Balances 3,854,274 125,132 11,151 1,774,031 5,764,588
Total Liabilities and Fund Balances $ 6945636 $ 3,444,105 $ 2,886,841 $ 3,773,794 $ 17,050,376

See accompanying notes to financial statements
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Bad River Band of Lake Superior Tribe of Chippewa Indians
Statement of Revenues, Expenses and Changes in Fund Balances - Governmental Funds
Year Ended September 30, 2009

Indian Health Other Total
General Services Federal Governmental Governmental
Fund Programs Programs Funds Funds
Revenues
Intergovermental Revenues $ - 8 2,027,038 § 3,741,747 § 2,553,023 ¢ 9,221,808
Services Provided 1,773,245 952,408 - - 2,725,651
Interest Income 229,768 6,354 - 445 236,567
In-Kind Revenues - - 105,048 - 105,048
Other 1,057,798 - 10,273 1,505,010 2,573,081
Total Revenues 3,060,811 3,885,798 3,857,068 4,058 478 14,862,155
Expenditures
General Government 4,191,222 - 78,961 96,219 4,366,402
Public Safety 173,333 - 1,038,569 171,926 1,383,828
Public Works 41,102 32,939 - 65 74,106
Health and Human Services 299,931 2,540,455 665,144 1,123,496 4,629,026
Culture and Recreation 251,479 - 107,963 - 359,442
Education 444,347 - 729,188 86,768 1,260,303
Conservation/Natural Resources 52,473 - 832,139 - 884,612
Economic Development 19,803 - - - 19,803
In-Kind Expenditures - - 105,048 - 105,048
Debt Service:
Principal 325,843 - - - 325,843
Interest 52,830 - - - 52,830
Capital Outlay 22,638 7,749 138,205 1,295,069 1,463,661
Total Expenditures 5,875,001 2,581,143 3,695,217 2,773,543 14,924,904
Excess of Revenues Over (Under) Expenditures (2,814,180) 1,304,655 161,851 1,284,935 (62,749)
Other Financing Sources
Indirect Costs (97,989) (149,836) (170,842) (87,327) (505,994)
Transfers In (Out) 4,069,918 {1,154,819) 8,991 (150,359) 2,773,731
Total Other Financing Sources 3,971,929 {1,304,655) (161,851) (237,686) 2,267,737
Net Change in Fund Balances 1,167,739 - - 1,047,249 2,204,988
Fund Balances - Beginning of the Year 2,696,535 120,324 11,134 726,782 3,554,775
Inventory Adjustment - 4,808 17 - 4,825
Fund Balances - End of the Year $ 3,854,274 § 125132 § 11,151 $ 1,774,031 § 5,764,588

See accompanying notes to financial statements.



Bad River Band of Lake Superior Tribe of Chippewa Indians
Reconciliation of the Balance Sheet- Governmental Funds
To the Statement of Net Assets

As of September 30, 2009

Total Fund Balances per Balance Sheet - Governmental Funds

Amounts reported for governmental activities in the statement of net assets

are different because capital assets used in governmental activities are not
financial resources and, therefore, are not reported in the funds.

Internal service funds are used by management to charge the costs of certain
activities to individual funds. The assets and liabilities of certain internal

service funds are included in governmental activities in the statement of net assets.

Some liabilities, including long-term debt, are not due and payable in the
current period and therefore are not reported in the funds.

Net Assets of Governmental Activities

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balance of Governmental Funds To the Statement of Activities
For the Year Ended September 30, 2009
Net Change in Fund Balances - Governmental Funds
Amounts reported for governmental activities in the statement of net assets are different because:
Capital outiays are reported in governmental funds as expenditure. However, in the statement of activities,
the cost of those assets is allocated over their useful lives as depreciation expense. In the current period
these amounts are:
Capital Outlay 1,430,537
Depreciation Expense (627,710)
Inventory adjustment, use of the purchase method in the governmental funds.
Current year amortization of deferred bond issuance costs.

Adjustment for change in accrued interest payable on long-term debt.

Internal service funds are reported separately from govemmental funds. The net revenue (loss) is
incorporated into the statement of governmental activities.

Principal payments on long-term debt are recorded as expenditures in the governmental funds. In the
entity-wide statements, these payments are recorded against the long-term liability.

Netincrease in compensated absences as a part of long term liabilities, this increase is recorded
as an offset to expense on the statment of governmental activities.

Change In Net Assets of Governmental Activities

The accompanying notes are an integral part of these financial statements.
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5,764,588

15,444,667

(1,383,099)

(3,898,998)

15,927,158

2,204,988

802,827
8,038
(7,610)

(4,120)

129,541

325,843

(48,144)

3,511,363
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Bad River Band of Lake Superior Tribe of Chippewa Indians

Statement of Net Assets - Proprietary Funds
September 30, 2009

Assets

Current Assets
Cash and Cash Equivalents
Investments
Receivables, net
Inventories
Prepaid Expenses
Due From Other Funds

Total Current Assets
Capital Assets

Capita) Assets

Accumulated Depreciation
Total Capital Assets
Total Assets
Liabilities and Net Assets
Current Liabitities

Accounts Payable

Accrued and Other Liabilities

Due To Other Funds
Current Portion of Long-Term Obligations

Total Current Liabilities

Long-term Liabilities
Loans Payable

Total Long-Term Liabilities

Net Assets
Investment in Capital Assets, Net of Related Debt
Unrestricted

Total Net Assets

Total Liabilities and Net Assots

See accompanying notes to financial statements.

Other
Water and Grocery Gas Food Enterprise Internal

Casino Sewer Store Station Lodge Service Funds Total Service Funds

$ 688445 $ - 8 - 8 103,883 § 313308 § - 8 582594 $ 1688230 § 12,348

2,029,134 - - - - - - 2,029,134 -

196,499 49,904 29,7115 56,155 24,491 21,680 3,300 381,744 3,107

- - 139,888 96,668 1,451 20,467 81,079 339,553 -

7e - - - - - 248 267 -

2,914,797 49,904 169,603 256,706 339,250 42,147 667.221 4,439,628 15,455

14,245,065 7,131,377 2,245,736 696,380 1,654,013 192,066 503,940 26,668,577 83,438
{10,454 991) (3.178,035) (783.297) (240,078) (1,365.639) {183,527) (458,193) (16,663.760) (80,225)

3,790,074 3,953,342 1.462.439 456,302 288,374 8.539 45.747 10.004,817 3.213

$ 6704871 $  4.003246 $ 1.632,042  § 713,008 S 627,624 § 50,686  $ 712968 $ 14444445 § 18.668

535,946 - 1 2,228 815 232 335 539,567 197,575

395,313 3,599 6,549 11,563 - B 2,603 419,627 17,821

164,082 2,732 1.251 1.251 . - 238 169,554 1,186,371

1,202,180 - - - - - - 1,202,180 -

2,297,521 6,331 7,801 15,042 815 232 3,176 2,330,918 1,401,767

1.058,010 - - - - - - 1,058,010 -

1.058.010 = - - - - - 1.058.010 L

1,524,964 3,953,342 1,462,439 456,302 288,374 8,539 45,747 7,739,707 3,213
1,824,376 43,573 161,802 241,664 338,435 41,915 664,045 3,315,810 (1,386,312)
3.349.340 3.996.915 1,624,241 697,966 626,809 50.454 709.792 11,055,517 (1,383.099)

$ 6704871 $ 4003246 S 1632042 $ 713.008  $ 627624 S 50.686 _$ 712968 $ 14444445 § 18.668
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Bad River Band of Lake Superior Tribe of Chippewa Indians

Statement of Revenues, Expenses and Changes in Net Assets - Proprietary Funds

Year Ended September 30, 2009

Operating Revenues
Sales
Cost Recoveries
Other

Total Operating Revenues

Operating Expenses
Cost of Sales
Operating Departments
Selling and Administrative Expenses
Administrative Costs
Insurance
Depreciation and Amortization

Total Operating Expenses

Operating Income (Loss)

Non-Operating Income (Expense)
Interest Income
Interest Expense
Gain/(Loss) on Disposal of Fixed Assets

Total Non-Operating Income (Expense)
Income (Loss) Before Transfers

Transfers to General Fund
Transfers In (Out)

Change in Net Assets
Net Assets - Beginning of the Year

Net Assets - End of the Year

See accompanying notes to financial statements.

Other
Water and Gas Grocery Food Enterprise Internal

Casino Sewer Station Store Lodge Service Funds Total Service Fund
$ 11,742674 $ 112685 $ 3660795 $ 11216801 § 479971  $ 908,160 $ 1,073,627 $ 19,099,513 -
- - - - - - - - 505,994

144,567 17 - 17,695 11,926 41 65,349 239,795 -
11,887,241 112,702 3,660,795 1,138,286 491,897 908,401 1,138,976 19,339,308 506,994
1,472,630 - 3,246,532 916,733 - 555,757 647,862 6,839,514 -
1,638,725 208,345 366,593 334,897 634,240 767,526 608,495 4,448,821 -
2,707,760 - - - - - - 2,707,760 -
- - - - - - - - 1,409,713

- 20,374 9,662 8,756 - - 4,210 43,002 -

745,193 278,245 34,649 90,422 106,073 2,767 34,524 1,291,873 -
6,464,308 596,964 3,657,436 1,350,808 640,313 1,326,050 1,295,091 15,330,970 1,409,713
5,422,933 (484,262) 3,359 (211,512) (148,416) (417,649) (156,115) 4,008,338 (903,719)
27,771 - 6,257 - - - - 34,028 -
(49,318) (652) 18 17 (16) (1.727) (70) (51,748) -
114,875 - - - - - - 114,875 -
93,328 (652) 6,275 17 (16) {(1.727) (70) 97,155 -
5,516,261 (484,914) 9,634 (211,485) (148,432) (419,376) (156,185) 4,105,493 (903,719)
(3,806,990) (3,806,990) -
{3,927,033) 627,012 - 686,824 - 2,033,358 879,839 - 1,033,260

(2,217,762) 42,098 9,634 475,329 (148,432) 1,613,982 523,654 208,503 129,541
5,567,102 3,954,817 688,332 1,148,912 775,241 (1,563.528) 186.138 10,757,014 (1,512,640)
$ 3349340 $ 3996915 $ 697966 § 1624241 § 626809 $ 50454 $ 709792 § 11,055,517 $ (1,383,099)
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Bad River Band of Lake Superior Tribo of Chipp: Indi
Statoment of Cash Flows - Proprictary Funds
Yoar Ended Soptembor 30, 2009

Other Activities
Water and Grocery Gas Food Enterprise Internal
Casino Sewer Store Station Lodge Service Funds Total Service Fund
Cash Flows From Operating Activities:
Cash received from customers $ 11,714,366 H 87,284 1 1,134,045 $ 3682350 $ 405,052 § 910,053 § 1,141,019 $ 19,164,160 $ 502,914
Cash paid for goods, services and operations (1,731,466) {180,555) {1.079,274) (3.427,906) (229,946) {822,720) (802,647) (8.274,514) {279,183)
Cash paid to employ for services, including payroll taxes and benef: (3,745,542) {144,383) (223, 969) (221,938) (332,409) {587,404) (490,536) (5,748,181) (1,008,278)
Net Cash Provided by (Used in) Opersting Activitios 6,237,358 (237.654) ) (169.198) 32,506 (67.303) (500,071) (152,184) 5,143,474 {784,547
Cash Flows From Noncapita) Financing Activitios:
Increase (Decrease) in due to/from funds (82,365) (839) (5,924) (7.079) (11.500) (18,174) (13,987) (140,868) (354,996)
Transfers infout {7.734023) 527,012 686,624 - - 2,033,358 679,839 {3,808,990) 1,033,260
Net Cash Provided by (Used in) Noncapita! Financing Activities {7,616 388) 526173 680,900 {7,079) (11,500) 2,014,184 665,852 {3,047,858) 678,264
Cash Flows From Capltal and Related Financing Activities:
Acquisition and construction of cepital assets 1.745,570) - - - (10,000) (4.568) - (1.760,158) -
Disposa! of assets - - - - - - - .
Net decrease in short-term debt - - - . - - - - -
Py ds from i of long-tarm debt 1,446,864 - . . . . . 1,446,864 -
Principal payments on long-tenm debt (841,975) - . . - - - (841,975) -
Interest paymeonts on long-term debt (49.318) (652 17 - (17) (1.727) (70) (51,767) -
Net Cash Used in Capital and Related Financing Activities (1,169,999) 652 17 - (10,017) (6,315) 70} (1,207,038)
Cash Flows From Invasting Activitics:
Payment for purchase of investments (33.717) (33.717) -
Proceeds from Sale of Net Assels 114,875 - - - - - - 114,875 -
Interest received 271N - - 6,27 - - - 34,048 -
Net Cash Provided by used in Investing Activities 108,929 - - 6,275 - - - 115,204 -
Not Incroase (Decroasa) in Cash and Cash Equivalonts (2.660,100) 287,867 511.71¢ 31,702 (88,820) 1,507,798 513,618 103,784 (106,283)
Cash at Beginning of Year 3,348,545 (287.867) (511,719) 72,181 402,128 (1,507,798) 68,976 1,584,448 118,631
Cash at End of Year $ 688.445 3 - $ - $ 103,883 $ 313.308 § - $ 582,594 $ 1,688.230 $ 12,348
Reconciliation of oporating income (l0ss) to net cash provided by (used in)
operating activities:
Operating income (loss) $ 5422,933 s (484,262) S (211512) 3358 § (148,416) S {417649) S (156,115) § 4,008,338 $ (903,719)
Adj to ilo operating income loss 1o net cash provided by
(used in) operating activities:
Provision for dep: ion and izati 745,193 278,245 90,422 34,849 106,073 2,767 34,523 1,291,872 -
Provision for bad debts - - - - - - - - -
Changes in operating assets and liablities:
Accounts Receivable (172,875) (25.418) (5.251) 21,555 3,185 1,652 2,043 (175,139) (3.080)
Inventories - - (22,734) 1.405 (522) (5.369) (9,928) (37,148) -
Prepaid expenses and other assets 2,706 - - . - - (248) 2,458 -
Accounts payable 334,950 (6.602) (21,818) (11.688) {17.815) (72,894) (15.676) 188,457 121,087
Accrued and other liabilities (95,548) 383 1,695 (16.774) (9,778) (8,578) {6.763) (135,364) 1,165
Tota! adjustments 814,425 246,608 42,314 26,147 81,113 (82,422) 3,851 1,135,138 119,172
Net Cash provided by (used in) op g activiti S 6‘237|358 $ ‘237,654! $ 169.198) S 32,508 $ (67,303) § {500,071) $ {152,164) $ 5,143.474 $ (784,547)

See ing notes 1o fi ial
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Introduction

The financial statements of the Bad River Band of Lake Superior Tribe of Chippewa Indians (the
“Tribe”) have been prepared in conformity with accounting principles generally accepted in the
United States as applied to government units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The significant accounting principles and policies utilized by the
Tribe are described below.

Reporting Entity

The Bad River Band of Lake Superior Tribe of Chippewa Indians (the “Tribe”) is a federally
recognized Indian tribal government located in Ashland County, Wisconsin. The Tribe was
granted a Federal Corporate Charter pursuant to Section 16 of The Act of June 18, 1934 (48 Stat.
948), as amended by the Act of June 15, 1935 (49 Stat. 378), which was ratified May 8, 1937.
The Constitution and By-Laws of the Tribe were ratified on May 23, 1936, and approved by the
Secretary of the Interior on June 12, 1936. The Tribe is governed by an elected seven-member
Tribal Council (the “Council”).

The financial activities of the Tribe, its enterprises, and component unit, are confidential. The
accompanying financial statements and related notes are to be distributed only based on
authorization from Council or its designee. Information related to federal grants and contracts
required by the U.S. Office of Management and Budget Circular A-133 is public information and
is available on request from the Tribal Treasurer.

The accompanying financial statements present the activities of the Bad River Band of Lake
Superior Tribe of Chippewa Indians. Accounting principles generally accepted in the United
States require that these financial statements include the primary government and its component
units. Component units are separate organizations that are included in the Tribe’s reporting
entity because of the significance of their operational or financial relationships with the Tribe.
All significant activities and organizations with which the Tribe exercises oversight
responsibility have been considered for inclusion in the financial statements. Blended component
units, although legally separate entities, are, in substance, part of the government’s operations.
The Tribe has no blended component units and it is not included in any other governmental
reporting entity.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

The Bad River Housing Authority is a component unit of the Tribe and is governed by a five-
member board appointed by the Tribal Council. The Authority was organized for the purpose of
developing and managing affordable housing within the Bad River Band of Lake Superior Tribe
of Chippewa Indians boundaries. The Tribe is responsible for adopting housing plans and
budgeting funds of the Authority. The Housing Authority’s fiscal year-end is March 31.

Complete financial statements for the Housing Authority (component unit) may be obtained at
the entity’s administrative offices.

Accounting Policies

The Tribe’s accounting policies conform to accounting principles generally accepted in the
United States of America applicable to governmental units. The financial statements of the Tribe
have been prepared in conformity with generally accepted accounting principles (GAAP). The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. GASB statements and
interpretations constitute GAAP for governments, including tribal entities. The following is a
summary of significant accounting policies.

Basis of Presentation

The accompanying financial statements have been prepared in accordance with the reporting
model defined by GASB Statement 34, Basic Financial Statements — and Management'’s
Discussion and Analysis — for State and Local Governments. GASB 34 significantly changes
financial reporting for governmental entities, including tribal governments. The financial
statements do not include any assets, liabilities, or equities of individual members of the Tribe.
The more significant of the government’s accounting policies are described below.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Component Units

In evaluating how to define the government, for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in
the reporting entity was made by applying the criteria set forth in GAAP. The basic — but not the
only — criterion for including a potential component unit is the governing body’s ability to
exercise oversight responsibility. The most significant manifestation of this ability is financial
interdependency. Other manifestations of the ability to exercise oversight responsibility include,
but are not limited to, the selection of governing authority, the designation of management, the
ability to significantly influence operations, and accountability for fiscal matters. A second
criterion used in evaluating potential component units is the scope of public service. Application
of this criterion involves considering whether the activity benefits the government and/or its
citizens, or whether the activity is conducted within the geographic boundaries of the
government and is generally available to its citizens. A third criterion used to evaluate potential
component units for inclusion or exclusion from the reporting entity is the existence of special
financing relationships, regardless of whether the government is able to exercise oversight
responsibilities. Based upon the application of these criteria, the Bad River Housing Authority is
identified as a component unit of the Tribe.

Basic Financial Statements

The basic financial statements of the Tribe include the government-wide and the fund financial
statements. Prior to implementation of GASB 34, the financial statements emphasized fund types
and account groups. In the current reporting model, the focus is on the Tribe as a whole in the
Tribal-wide financial statements, while reporting additional and detailed information about the
Tribe’s major governmental and business-type activities in the fund financial statements.

Government-Wide Financial Statements

Government-wide statement of net assets and the statement of activities present information
about the Tribe as a whole. These statements include the financial activities of the overall Tribe,
except fiduciary activities. Eliminations have been made to minimize the double counting of
internal activities. These statements distinguish between governmental and business-type
activities of the Tribe. Governmental activities are financed primarily through transfers from
business-type activities, investment income, intergovernmental revenues and taxes. Business-
type activities are financed primarily by revenues earned in transactions with external parties.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 1- ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

The government-wide statement of activities reflects the cost of programs and functions (tribal
services, public works, etc.) reduced by directly associated revenues (program income, and
operating and capital grants) to arrive at the net revenue or expense for each program and
function. Net program revenues or expenses for governmental and business activities are then
adjusted for general revenues to determine the change in net assets for the year. Indirect
expenses such as support services and administration incurred in the general government and
other functions/activities are not allocated to programs/functions that they may benefit. When
both restricted and unrestricted resources are available for use, it is the Tribe’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Fund Financial Statements

A fund is an independent fiscal and accounting entity with self-balancing set of accounts. Fund
accounting segregates funds according to their intended purpose and is used to aid in
demonstrating compliance with finance-related legal and contractual provisions. A minimum
number of funds are maintained, consistent with legal and managerial requirements.

The fund financial statements provide information about the Tribe’s funds, including its
fiduciary fund. Separate statements for each fund category, governmental, proprietary, and
fiduciary- are presented. The emphasis of fund financial statements is on major governmental
and enterprise funds, each displayed in a separate column. All remaining governmental and
enterprise funds are aggregated and reported as non-major funds.

The Tribe reports the following major governmental funds:

General Fund - The general fund is the Tribe’s primary operating fund. It accounts for
all financial activity that is not required to be accounted for in another fund.

Indian Health Programs - This fund accounts for contract resources provided by the
U.S. Department of Health and Human Services - Indian Health Services under self-
determination grants and contracts (P.L. 93-638). These dollars are used to support the
Tribe’s health care clinic as well as meet other health care needs of qualified Native
Americans.

Federal Programs - This fund accounts for grant programs for which the primary
funding is received directly from U.S. Government agencies. This fund includes funding
from the Bureau of Indian Affairs, Indian Health Services, U.S. Department of Health
and Human Services, U.S. Department of Justice, and various other Federal and State
Agencies.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES — Continue

Additionally the Tribe reports the following proprietary fund types:

Enterprise Funds — The Tribe reports the casino, water and sewer, grocery store, lodge,
food service, and gas station funds as major enterprise funds.

Internal Service Funds — Internal service funds account for the financing of goods or
services provided by one department to other departments throughout the tribal
governmental unit, or to other governmental units, on a cost-reimbursement basis. The
only internal service fund is the Tribe’s general administrative cost pools (Indirect Cost
Pool).

Measurement Focus - Basis of Accounting

Government-Wide Financial Statements - The government-wide financial statements are
reported using the economic resources measurement focus. The Government-wide financial
statements are reported using the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred, regardless of when the
related cash flows take place. Nonexchange transactions, in which the Tribe gives (or receives)
value without directly receiving (or giving) equal value in exchange, include grants, entitlements
and donations. Revenue from grants, entitlements and donations is recognized in the fiscal year
in which all eligibility requirements (appropriate expenditures) have been satisfied. The Tribe
applies all applicable FASB pronouncements in accounting and reporting for its operations in the
government-wide financial statements.

Fund Financial Statements - The governmental fund statements are reported using the current
financial resources measurement focus and the modified accrual basis of accounting. Under this
method, revenues are recognized when they become both measurable and available (susceptible
to accrual). “Measurable” means the amount of the transaction can be determined and
“available” means collectible within the current period or scon enough thereafter to pay
liabilities of the current period. For this purpose, the Tribe considers all revenues reported in the
governmental funds to be available if the revenues are collected within 60 days after the end of
the current fiscal year.

Expenditures are recognized when the related fund liability is incurred, except for principal and
interest on general long-term debt, claims and judgments, and compensated absences which are
recognized as expenditures to the extent they have matured. General capital asset acquisitions
are reported as expenditures in governmental funds. Proceeds of general long-term debt and
acquisitions under capital leases are reported as other financing sources.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

The proprietary funds are accounted for on an accrual basis, whereby revenues are recognized
when eamned and expenses are recorded as liabilities as incurred. Proprietary funds distinguish
operating revenues and expenses from non-operating items. Operating revenues generally result
from providing services and producing and delivering goods in connection with the proprietary
fund’s principal ongoing operations. Operating expenses include the cost of sales and services,
administrative expenses, and, depreciation on capital assets. The Tribe applies all applicable
FASB pronouncements in accounting and reporting for its proprietary operations.

Cash and Investments

The Tribe considers all overnight repurchase agreements and investments with an original
maturity of three months or less to be cash equivalents. The Tribe maintains multiple checking
and money market accounts along with short-term certificates of deposit.

Investments in marketable securities with readily determinable market values and all investments
in debt securities are recorded at their fair value. Unrealized gains and losses are included in
reserve. Federal grant and contract provisions authorize the Tribe to invest in obligations of the
United States or in obligations or securities that are guaranteed or insured by the United States,
or mutual (or other) funds registered with the Securities and Exchange Commission and which
only invest in obligations of the United States or securities that are guaranteed or insured by the
United States.

Interfund Receivables/Payables

During the course of operations, numerous transactions occur between individual funds for
goods provided or services rendered. These receivables and payables are classified as “due from
other funds” or “due to other funds” on the balance sheet.

Grant Receivables

Grant revenue is recognized as appropriate expenditures are incurred on federal grant programs.
Where the funding has yet to be received by the Tribe, a grant receivable is recorded to offset
incurred grant expenditures. Grant receivable balances at fiscal year-end represent an excess of
expenditures over cash received to date.

Allowance for Doubtful Accounts
An allowance for doubtful accounts is used when management has reason to believe that a

portion of accounts receivables will be uncollectible. Adjustments to the allowance account
result in an offsetting adjustment to bad debt expense.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Inventories

On the governmental financial statements, inventories under governmental fund types are
recorded using the purchase method of accounting. Inventory items are fully expensed in the
purchase period. Changes in inventory balances are accounted for by making adjustments to a
reserved fund balance set up for inventory as opposed to directly adjusting purchases expense.
Proprietary fund types (Enterprise and Internal Service funds) record inventories at cost,
expensing inventoried goods as these items are consumed.

On the government-wide financial statements, all inventories are recorded at cost; these items are
capitalized and expensed when consumed.

Capital Assets

Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated
capital assets are recorded at their estimated fair value at the date of donation. The cost of
normal maintenance and repairs that do not add to the value of the asset or materially extend the
assets' lives are not capitalized. Reservation lands, held in trust by the Federal government on
behalf of the Tribe, are not capitalized because there is not an historical cost associated with
these assets. The Tribe’s capitalization threshold is $5,000.

Capital assets are depreciated using the straight-line method over the following estimated useful
lives:

Asset Class Estimated Useful Lives
Buildings and Improvements 20 to 50 years
Vehicles and equipment 3 to 15 years

Deferred Revenue- Grants

Federal award monies received in advance of qualifying expenditures being incurred, are
recorded on the Tribe’s balance sheet as deferred revenue.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Compensated Absences

The Tribe's employees accrue annual leave at an established rate based on length of employment.
The use of annual leave is subjected to supervisory approvals. An employee may carry over no
more than 240 hours of annual leave into the new employment year. Upon termination of
employment, or retirement, employees are paid their unused annual leave, not exceeding the
maximum 80 hours. There is no liability for unpaid accumulated sick leave since the Tribe does
not pay accumulated sick leave upon separation.

The cost of leave time is not accrued in the governmental fund types but expensed using a “cash-
basis” approach. Leave time is recorded as an expense and liability as it is incurred using a “full-
accrual basis” approach on all proprietary funds (Enterprise and Internal Service funds).

On the Tribe-wide financials, compensated absences are accrued for accumulated leave hours up
to 80 hours per employee under the governmental activities reporting. This leave accrual is
included as part of the Tribe’s long-term debt.

Indirect Costs

Indirect costs represent recoverable overhead costs charged to programs by the Tribe’s Internal
Service Funds in connection with administering and accounting for these programs. The amount
charged to each program is determined by a rate, which is negotiated each fiscal year between
the Tribe and the U.S. Department of the Interior, National Business Center.

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the statement of net assets. 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 or discount. Bond
issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, 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, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

Restricted Net Assets

Restricted assets are cash and cash equivalents whose use is limited by legal requirements such
as a bond indenture. Restricted net assets are reported only in the government-wide financial
statements.

Reserved & Designated Fund Balances

In the fund financial statements, governmental funds report reserved fund balances for the
amounts that are not available for appropriation or legally restricted by outside parties for use for
a specific purpose. Designations of fund balances represent tentative Council/management plans
that are subject to change.

Budget

The Tribe’s general fund budget is adopted in accordance with the Tribal Constitution and By-
Laws. Budget amounts have not been included in the financial statements as required
supplemental information. The budget includes appropriations authorized in the original budget
resolution and subsequent revisions authorized by the Tribal Council. All appropriations lapse at
year-end.

Budgets for the Tribe’s special revenue funds are based on budgets approved by the funding
agencies for individual grants. Since individual grants may have fiscal years that overlap the
Tribe’s fiscal year, a fund-wide budget is not presented for special revenue funds.

Use of Estimates

The preparation of the financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets, liabilities, revenues, expenses. These estimates may also affect the disclosure
of contingent assets and liabilities at the date of the financial statements. Actual results could
differ from estimates.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 2 — CASH AND CASH EQUIVALENTS

Government-Wide

Custodial Credit Risk- Custodial credit risk on deposits is the risk that in the event of a bank
failure, the Tribe’s deposits might not be returned to it. The Tribe does not have a bank deposit
policy to address custodial credit risk.

As of September 30, 2009, the carrying amount of the Bad River Band of Lake Superior Tribe of
Chippewa Indians deposits was $ 8,509,252 and bank balances were $ 9,409,971. Of the bank
balances, $558,445 was covered by the Federal Deposit Insurance Corporation (FDIC). The
remaining bank balances of $ 8,851,526 were either collateralized by U.S. government securities
or insured under the FDIC Transaction Account Guarantee Program as of September 30, 2009.

Cash and cash equivalents consisted of the following as September 30, 2009:

Cash on deposit with financial institutions $ 8,509,252
Cash on hand 373,860
Total Cash & Cash Equivalents $ 8,883,112

The Tribe’s cash deposits are not subject to interest rate risk, credit risk, or concentration of credit risk.
Discretely Presented Component Unit- Bad River Housing Authority

Custodial Credit Risk- The Housing Authority does have a policy covering custodial credit risk.

At March 31, 2009, the Housing Authority’s cash & cash equivalent balance of $ 348,653 was comprised

of deposits which were either fully insured under FDIC insurance or collateralized with U.S. government
securities.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 3 - INVESTMENTS

As of September 30, 2009 the Tribe had the following investments:

Maturity
Investment Type Fair Value (Years)

Investment - U.S. Treasury and Agencies 3 2,054,193 0-1
Investment - Certificates of Deposit 2,077,065 1-5

$ 4,131,258
Investments-Unrestricted $ 47,932
Investments-Pledged for long term debt 2,029,134
Restricted Investments (see Note 12) 2,054,192

$ 4,131,258

Interest Rate Risk — Interest rate risk is the risk that changes in market interest rates will adversely affect
the fair value of an investment. The Tribe has not yet adopted an investment policy that addresses interest
rate risk.

Credit Risk — Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. The Tribe’s current investment policy does not allow it to invest Federal and
State grant funds in investments that are not guaranteed or insured by the U.S. government. There is no
limit to how the Tribe may invest funds derived from its own revenues.

Concentration of Credit Risk — The Tribe does not currently have a policy that addresses concentration of
credit risk. At September 30, 2009 the Tribe had no investments in any one issuer (excluding U.S.
Treasury securities, those insured by the U.S. government, and mutual funds) that represented 5% or more
of the total or the Community’s investments.

Custodial Credit Risk — For an investment, custodial credit risk is the risk that, in the event of the failure
of the counterparty (e.g. broker-dealer) to the transaction, the Tribe will not be able to recover the value of
its investment or collateral securities that are in the possession of another party. The Tribe’s investment
policy requires that all grant funds from Federal and State sources be invested in securities that are insured
or guaranteed by the U.S. government. There is currently no investment policy for monies derived from
the Tribe’s own revenue sources.

Restricted Investments
Funds invested in the Land Settlement Trust are restricted and can only be redeemed with approval of the

Bureau of Indian Affairs or the Congress of the United States. The balance as of September 30, 2009, was
$2,054,193.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 3 — INVESTMENTS - continued

Pledged Investments
Enterprise investments of $ 2,029,134 are pledged for payments on bank notes payable.
Discretely Presented Component Unit- Bad River Housing Authority

At March 31, 2009, the Housing Authority’s investment balance of $1,114,092 was comprised of
certificates of deposit with maturities greater than 3 months.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 4 —RECEIVABLES

Receivables as of September 30, 2009 consist of the following:

Other Memorandum
General Governmental Proprietary Total
Fund Funds Funds Only
Accounts Receivable $ 109539 § 469,014 $ 1,184,353 $ 1,762,906
Grants Receivable - 1,606,264 - 1,606,264
109,539 2,075,278 1,184,353 3,369,170
Less: Allowance for Doubtful Accounts (26,963) (378,690) (799,502) (1,205,155)

$ 82576 § 1,696,588

$ 384,851 _§ 2,164,015

Grants Receivables

Grants receivable are deemed to be fully collectible by management and are comprised of

the following totals by major fund at September 30, 2009:

Indian Health Services Programs $ 184,572
Federal Programs 869,484
Other Governmental Funds 552,208

Totals $1,606,264
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NOTE S- INTERFUND ACTIVITY

Interfund balances are summarized as follows:

Due to/Due from other funds:

Fund Due From Due To
General Fund $ 3,120 -
Indian Health Services Programs 896,399 -
Federal Programs - 80,163
Other Governmental Programs 536,569 -
Casino - 164,082
Water and Sewer - 2,732
Food Service - 1,251
Grocery Store - 1,251
Other Enterprise Funds - 238
Internal Service Fund-Indirect Cost Pool - 1,186,371
$ 1,436,088 $ 1,436,088

The outstanding balances between funds result mainly from the time lag between the dates that (1)
interfund goods and services are provided or reimbursable expenditures occur, (2) transactions are

recorded in the accounting system, and (3) payments between funds are made.

Interfund Transfers:

General Fund $ 4,069,918

Federal Programs 8,991

Other Governmental Programs -
Internal Service Fund-Indirect Cost 1,033,259
Total Transfers In $ 5,112,168

Transfers Qut

Indian Health Services Programs 1,154,819
Other Governmental Programs 150,359
Casino Enterprise Fund 3,806,990

Total Transfers Out $ 5,112,168
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NOTES TO THE BASIC FINANCIAL STATEMENTS

September 30, 2009
NOTE 6 - CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2009 is summarized as follows:

Tribe-Wide Government

Governmental A ctivities

Capital assets not being depreciated:
Land
Construction in Progress

Capital assets being depreciated:
Buildings and Improvements
Land Improvements & Infrastructure
Fumiture and Fixtures
Machinery and Equipment
Vehicles

Total Other Capital Assets at Historical Cost
Less Accumulated Depreciation for:
Buildings and Improvements
Land Improvements & Infrastructure
Fumiture and Fixtures

Machinery and Equipment
Vehicles

Total Accumulated Depreciation
Capital Assets Being Depreciated, Net

Governmental Activities Capital Assets, Net

Beginning Ending

Balance Increases Balance
$ 7,357,561 - 3 7,357,561
1,162,195 1,295,690 2,457 885
6,891,676 - 6,891,676
455,626 - 455,626
129,893 - 129,893
1,746,737 75,528 1,822.265
1,367,757 62,532 1,430,289
19,111,445 1,433,750 20,545,195
2,730,158 174,481 2,904,639
39,202 19,601 58,803
130,483 15,042 145525
719,991 140,354 860,345
949,771 178,232 1,128,003
4,569,605 527,710 5,007315
14,541,840 906,040 15,447,880
$ 14,541,840 906,040 §$ 15,447,880
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NOTE 6 - CAPITAL ASSETS - Continued

Business-Type Activities
Capital assets being depreciated:
Land Improvements
Buildings and Improvements
Fumiture and Fixtures
Machinery and Equipment
Vehicles

Total Capital Assets being depreciated

Less: Accumulated Depreciation

Business-Type Activities Capital Assets, Net

Beginning Ending

Balance Increases Decreases Balance
110,395 - - 110,395
13,654,574 107,673 - 13,762,247
224,825 121,128 - 345953
11,225,654 1,528,347 715,494 12,038,507
366,762 44,714 - 411476
25,582,210 1,801,862 715,494 26,668,578
16,045,680 1,291,873 673,792 16,663,761
$ 9,536,530 509,989 S 41,702 _$ 10,004817

Depreciation expense was charged to functions on the tribe-wide financials as follows:

Governmental Activities:
General Government
Pubic Safety
Public Works
Health and Human Services
Culture, Recreation and Education
Conservation and Development

General Government- Internal Service Fund

Total Governmental Activities Depreciation Expense

Business-type Activities:
Casino
Water and Sewer
Lodge
Food Service
Grocery Store
Gas Station
Other

Total Business-type Activities Depreciation Expense
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$ 93,104
88,553

53,431
107,090
42,224
143,308

S samo

$ 745,193
278,245
106,073

2,767
90,422
34,649
34,524

$ 1,291,873
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September 30, 2009
NOTE 6 - CAPITAL ASSETS - Continued

Construction in Progress

Construction in progress consisted of the following projects with accumulated costs as of

September 30, 2009:
Project Accumulated Project Costs
Low Income Tax Credit Housing $ 20,400
Clinic Restoration 152,674
Commodity Warehouse 17,000
Elderly Center 843,460

Public Facilities/Infrastructure 1,421,138

Total Construction in Progress $2,454,672

Discretely Presented Component Unit (Bad River Housing Authority)

Capital assets and activity for the Bad River Housing Authority for the year ended March 31,

2009, were as follows:

Governmental Activities
Capital assets not being depreciated
Construction in Progress- Housing/Service Ctr.

Capital assets being depreciated
Buildings
Building & Site Improvements
Fumiture, Equipment, & V ehicles

Total Depreciable Capital Assets at Historical Cost
Less: Accumulated Depreciation for
Buildings

Building & Site Improvements
Fumiture, Equipment, & V ehicles

Total Accumulated Depreciation
Capital Assets Being Depreciated, Net

Governmental Activities Capital Assets, Net

Beginning Ending
Balance Increases Decreases Balance
11,331,219 - - 11,331,219

3,277,612 98,160 - 3,375,772
235,175 - - 235,175
14,844,006 98,160 - 14,942,166
5,370,930 248,250 - 5,619,180
1,754,435 298,434 - 2,052,869
175,693 6,310 - 182,003
7,301,058 552,994 - 7,854,052
7,542,948 (454,834) - 7,088,114

$ 7,542,948 $ (454,834) $ - $ 7,088,114

Total depreciation expense for the year ended March 31, 2009, was $552,994.
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NOTE 7 - LONG-TERM DEBT

Changes in long-term debt for the year ended September 30, 2009 were as follows:

Governmental Activities:

Notes

Bonds

Less - Deferred amounts for issuance costs
Capital Leases

Compensated Absences (see Note 9)

Total Governmental Activity Long-Term Liabilities

Business-type Activities:
Notes

Total Business-type Activity Long-Term Liabilities

Balance Balance

9/30/2008 Additions Reductions 9/30/2009
$ 61,761 § - % 22,341 $ 39420
4,153,508 - 293,508 3,860,000
(190,256) - (7,610) (182,646)
10921 - 9,994 927
107,984 48,144 - 156,128
$ 4143918 $ 48,144 $ 318,233 § 3,873,829
$ 1,655,301 986,690 $ 381,801 $ 2,260,190
$ 1,655301 $ 986,690 $ 381,801 § 2,260,190

Long-term bonds and notes payable are comprised of the following at September 30, 2009:

Governmental Activities:

Note payable- Fire truck

Note payable- Tribal school

Bond payable- Land acqusition

Bond payable- Deferred issuance costs
Capital Lease- Brush Hog

Total Govemmental Activities

Business-type Activities:

Note payable-Associated Bank

Note payable-Associated Bank

Note payable-Aristocrat Technologies, Inc.
Note payable-WMS Gaming, Inc.

Note payable- International Gaming T echnoloty
Note payable- Bally Technologies, Inc.

Note payable- Konami Gaming, Inc.

Total Business-type Activities

Issue Interest Dates of Balance
Dates Rate% Maturity 9/30/2009
8/7/2003 4.25% 8/7/2013 $ 33,167
9/11/2005 6.25% 9/11/2007 6,253
9/30/2003 Variable 9/1/2033 3,860,000
9/30/2003 amortized 9/1/2033 (182,646)
7/1/2005 4.00% 72000 0 927

$ 3,717,701
9/12/2009 2.75% 9/12/2014  $ 1,191,439
9/11/2005 2.75% 12/11/2009 82,061
5/27/12009 0.00% 12/27/2009 309,411
6/10/2009 0.00% 6/10/2010 348,568
5/14/2009 0.00% 5/14/2012 125,078
6/24/2009 0.00% 6/24/2012 85,474
623/2009 0.00% 6/23/2010 118,159
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 7 - LONG-TERM DEBT- continued

Estimated annual debt service requirements to maturity for bonds and notes payable are as
follows:

Governmental Activities Business-Type Activities
Debt Retirement Principal Interest Principal Interest
2010 $ 275,152 $ 61,500 % 1,202,180 $ 31,500
2011 268,318 56,950 137,145 27,375
2012 268,679 52,429 140,964 23,556
2013 268,198 47,891 144,890 19,630
2014 260,000 43,560 148,925 15,595
2015-2033 2,560,000 206,300 486,086 -
TOTALS 3 3,900,347 $ 469,130 $ 2,260,190 $ 117,656

Bonds

The bonds bear interest at a variable rate determined weekly based on current rates of similar tax-
exempt bonds (.55% as of September 30, 2009). Interest is payable monthly. The bonds are
subject to conversion to a fixed rate at the option of the Tribe. Until such time as the bonds are
converted to a fixed rate, the bonds must be redeemed on the demand of the owners thereof. After
conversion, the Tribe may repay the bonds on certain optional redemption dates prior to their
maturity. The Tribe expects to refinance the bonds if called.

The Tribe is voluntarily making deposits of $10,600 to an optional sinking fund. As of September
30, 2009, $653,830 was on deposit in the sinking fund and is designated for future bond
redemptions.

The bonds are supported by an irrevocable letter of credit, collateralized by a first mortgage on
approximately 23,000 acres of land purchased with the bond proceeds. The maturity date of the
letter of credit is September 29, 2010. The letter of credit requires the Tribe to call for redemption
of $65,000 of principal quarterly beginning January 1, 2004. If the Tribe is unable to obtain a
similar letter of credit upon the expiration of the current letter of credit, the bondholders may
accelerate the maturity date of the bonds.

All casino revenues have been pledged to secure bonds issued by the Tribe’s General Fund for
land purchases.

36



BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 7 - LONG-TERM DEBT- continued
Discretely Presented Component Unit (Bad River Housing Authority)
Changes in long-term debt for the year ended March 31, 2009, were as follows:

Balance Principal Balance
4/1/2008 Proceeds Payments 3/31/2009

Chippewa Valley Bank- Loan#34481
A 4.75%, fixed rate, loan payable for the Housing Center building.
Loan date, May 28, 2006 with a of monthly payment $11,273.50,

beginning June 28, 2006, Maturity date of May 28, 2010. $ 393296 $ - $ 118680 § 274,616
Compensated Absences (See Note 1) 23,957 - 808 23,149
Total Governmental Activity Long-Term Liabilities $ 417253 § - $11948 $ 297,765

Compensated absences represent the estimated liability to be paid to employees under the Housing
Authority’s annual leave policy. Under the Housing Authority’s policy, employees earn annual
leave time based on time of service with the Housing Authority.

Estimated annual debt service requirements to maturity for bank loan payable are as follows:

Debt Retirement Principal Interest Total Payments
FY2010 $ 124934 $ 10348 $ 135,282
FY2011 131,000 4,282 135,282
FY2012 18,682 74 18,756

TOTALS 274,616 14,704 289,320
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 8 - COMPENSATED ABSENCES
Below is a summary of the Tribe’s compensated absences policy:

Personal Leave - The Tribe’s policy allows employees to earn personal leave at a rate of 24 hours
per year for full-time workers and 16 hours per year for part-time workers. Unused personal leave
is not paid out to terminated employees and therefore, no liability has been recognized on the
tribe’s financial statements.

Vacation Leave - Tribal employees earn vacation at a rate of 8 to 25 days per year, based on their
years of service with the Tribe. Vacation earned may be accumulated up to 240 hours, however,
only a maximum of 80 hours may be paid upon termination.

Liabilities incurred because of unused vacation time accumulated by Bad River Band of Lake
Superior Tribe of Chippewa Indians employees are reflected as a part of long and short-term debt
on the Tribe-wide financial statements. On the governmental fund financial statements, individual
programs are charged when an employee is actually paid for the vacation time. On the proprietary
fund financial statements, vacation time liability is accrued and recorded as it is earned.

Sick Leave - Sick leave is earned at a rate of 6 to 12 days per year, based on their years of service
with the Tribe. Sick leave is accumulated through the end of the employee’s service year and 200
hours can be carried over to the next fiscal year, however, it is not paid out to terminated
employe;es and therefore, no liability has been recognized on the Tribe’s financial statements.
Persona} Days - Three personal days per employee service year are earned by all tribal employees.
These days cannot be accrued or carried over from one year to the next and are not payable to
terminated employees and therefore, no liability has been recognized on the tribe’s financial
statements.

Sick leave is excluded from the leave liability balance reported on the financial statements. The
reported| leave liability amount is comprised of vacation leave balances (up to 80 hours).
Reconci!iation of Reported Compensated Absences:

Tribe- wide:
Compensated absences balances at September 30, 2009 $ 317,825

Government- wide Financial Statements:
|

| Total reported as long-term liabilities (govt. funds) $ 156,128
Total reported as current liabilities (proprietary funds)

! Internal Service Fund-Indirect 17,821

Enterprise funds 143,876

Total reported per Government-wide financials $ 317,825
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 9 - LEASES. AS LESSOR

The Tribe leases a portion of the administration building to the Great Lakes Indian Fish and Wildlife
Commission (GLIFWC). The lease is for 30 years, commencing on January 1, 1996, and ending on
December 2, 2026. Rent is paid monthly and is based on the Tribe’s cost of construction of the premises, a
fair rate of return to the Tribe, and the Tribe’s actual allowable operation and maintenance per square foot
of the leased space, which amounted to $91,661 (rent & utilities) for the year ended September 30, 2009.
Rent for future years is calculated based on the prior year’s costs.

The Tribe also leases land to the Amnicon Bay Association of Madeline Island, Inc., commencing on
August 5, 1967. The annual value of the rent payments are determined based on the fair market value of
the land per the last amendment agreed to in 1992. The Tribe did not receive its 2009 lease payment from
the association during the year ended September 30, 2009. However, during fiscal year 2009 the Tribe
received lease payments totaling $189,000 (from the 2007 & 2008 lease years). During fiscal year 2010 the
Tribe received the 2009 lease year payment of $112,590.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 10 - DEFERRED REVENUE

Federal grants and contract funding received in advance of related and incurred expenditures are
composed of these major funds as of September 30, 2009:

Indian Health Services $ 825,341
Federal Programs 1,500,064
Other Governmental Funds 1,448,922
Total Deferred Revenues $3,774,327

NOTE 11 - RESTRICTED EQUITY

The restricted equity balances at September 30, 2009 were comprised of the following:

Statement of Net Assets- Governmental Activities

B.I.A. Land Settlement Trust $2.054.192
Total Restricted Equity $ 2,054,192

Balance Sheet- Governmental Funds

Inventory Reserves- Pharmacy & Commodity Foods $ 136,283
B.I.A. Land Settlement Trust 2,054,192
Total Restricted Fund Balances $2,190,475

NOTE 12 - RETIREMENT PLANS

The Tribe sponsors a defined contribution 401(k) plan for the employees meeting certain
eligibility requirements. The Tribe may make discretionary matching or profit sharing
contributions to the Plan. The Tribe’s general fund makes the contribution and there is no
allocation to the individual funds. For the year ended September 30, 2009, employee

contributions totaled $96,059. There were no employer matching contributions made for the fiscal
year.
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BAD RIVER BAND OF LAKE SUPERIOR TRIBE OF CHIPPEWA INDIANS

NOTES TO THE BASIC FINANCIAL STATEMENTS
September 30, 2009

NOTE 13- RISK MANAGEMENT

The Tribe is exposed to various risks of loss related to torts, thefts of, damage to, and destruction
of assets, errors and omissions, injuries to employees, and natural disasters. For all risks of loss
other than for employee health, dental and disability, the Tribe’s policy is to purchase commercial
insurance from independent third parties. Settled claims resulting from these risks have not
exceeded commercial insurance coverage for the past three years.

Federal and State Grants

Many of the Tribe's programs are funded by various federal and state agencies. Expenditures made
under such programs are subject to review and approval or disallowance by the agencies. Any
costs disallowed by the agencies are subject to negotiation and are not recorded as liabilities until
mutually agreed-upon. As of September 30, 2009, no agency disallowed costs were identified.

Self-Funded Health Insurance

The Tribe has chosen to establish a risk management program for risks associated with the
employees’ health, dental and vision plans. The risk financing fund is accounted for within the
general fund where assets are set aside for claim settlements, reinsurance premiums, and
administrative costs. Premiums are charged to each fund that accounts for part-time and full-time
employees. The Tribe buys reinsurance to cover individual claims over $100,000 up to a lifetime
maximum of $1,000,000 per individual.

Liabilities of the fund are reported when it is probable that a loss has occurred and the amount of
the loss can be reasonably estimated. Liabilities include an amount for claims that have been
incurred but not reported (IBNR). Claim liabilities are calculated considering the effects of
inflation, recent claim settlement trends including frequency, and amount of payments and other
economic and social factors. Changes in the balances of claims liabilities during the past year are
as follows:

Beginning of Claims Balance
Fiscal Year and Changes Claim at Fiscal
Liability in Estimates Payments Year-End
2004-2005 $ 600,000 $ 3,614,714 $ 3,391,091 $ 823,623
2005-2006 $ 823,623 $ 2,012,939 $ 2,211,977 $ 624,585
2006-2007 $ 624,585 $ 7,192 $ 254,262 $ 377,515
2007-2008 3 377,515 $ - $ 168,867 3 208,648
2008-2009 $ 208,648 $ - $ 208,648 3 -

The Tribe ended the self-insurance plan on October 31, 2006 and started a traditional health
insurance plan through Blue Cross on November 11, 2006.
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