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Township Board
Freeman Township
Clare County, Michigan

We have audited the accompanying financial statements of the governmental activities, each
major fund and the aggregate remaining fund information of Freeman Township (Township),
as of and for the year ended March 31, 2014 and the related notes to the financial statements,
which collectively comprise the Township's basic financial statements as listed in the table of
contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with U.S. generally accepted accounting principles; this includes the
design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with U.S. generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements. The procedures selected depend on the auditor's

judgment, including the assessment of the risks of material misstatement of the financial

statements, whether due to fraud or error. In making those risk assessments, the auditor

considers internal control relevant to the Township's preparation and fair presentation of the

financial statements in order to design audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the

601 BEECHSTREET  Township's internal control. Accordingly, we express no such opinion. An audit also includes
POSTOFFCEROXZT evaluating the appropriateness of accounting policies used and the reasonableness of
989-386-3481  significant accounting estimates made by management, as well as evaluating the overall

FAX989-386-3462  presentation of the financial statements.

www.wf-cpas.com

vi@wFopas.com  \nre believe that the audit evidence we have obtained is sufficient and appropriate to provide a
OFFICES: BAY CITY,CLARE,  basis for our audit opinions.

GLADWIN AND WEST BRANCH

MCGLADREY ALLIANCE E McGladrey



WEINLANDER FITZHUGH

Township Board
Freeman Township
June 12, 2014

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, each major fund and
the aggregate remaining fund information of Freeman Township as of March 31, 2014 and the
respective changes in financial position thereof for the year then ended in accordance with
U.S. generally accepted accounting principles.

Emphasis of Matter

As discussed in Note 1 to the financial statements, the Township has implemented
Governmental Accounting Standards Board Statement No. 63, Financial Reporting of
Deferred Outflows of Resources, Deferred Inflows of Resources and Net Position and
Statement No. 65, Items Previously Reported as Assets and Liabilities. Our opinion is not
modified with respect to this matter.

Required Supplementary Information

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

Weintander Fityhugh



FREEMAN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended March 31, 2014

Our discussion and analysis of the Freeman Township’s (Township) financial performance
provides an overview of the Township’s financial activities for the fiscal year ended March 31,
2014.

Financial Highlights

The Township’s net position increased by $13,583 or 2%. Program revenues were $308,225 or
67% of total revenues and general revenues were $154,261 or 33%.

Using this Annual Financial Report

This annual financial report consists of a series of financial statements and notes to those
statements. These statements are organized so the reader can understand the Township
financially as a whole. The Government-wide Financial Statements provide information about
the activities of the whole Township, presenting both an aggregate view of the Township’s
finances and a longer-term view of those finances. The fund financial statements provide the
next level of detail. For Governmental activities, these statements tell how services were
financed in the short-term as well as what remains for future spending. The fund financial
statements look at the Township’s operations in more detail than the Government-wide financial
statements by providing information about the Township’s most significant funds — the General,
Fire, Road and Garbage Collection Funds. The remaining statement, the statement of fiduciary
net position, presents financial information about activities for which the Township acts solely as
an agent or trustee. The following summarizes the presentation included in this annual financial
report.

Management’s Discussion and Analysis (MD&A) (Required Supplemental Information)

Basic Financial Statements

e Government-wide Financial Statements
e Fund Financial Statements

e Notes to Financial Statements

Budgetary Information for the Major Funds (Required Supplemental Information)
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FREEMAN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended March 31, 2014

Reporting the Township as a Whole

The Statement of Net Position and Statement of Activities

One of the most important questions asked about the Township’s finances is, “Is the Township
better or worse off as a result of the year’s activities?”” The Statement of Net Position and the
Statement of Activities report information about the Township as a whole and about its activities
in a manner that helps to answer this question. These statements include all assets and liabilities
using the accrual basis of accounting similar to the accounting used by private sector companies.
All of the current year’s revenues and expenses are taken into consideration regardless of when
cash is received or paid.

These two statements report the Township’s Net Position as a way to measure the Township’s
financial position. The change in Net Position provides the reader a tool to assist in determining
whether the Township’s financial health is improving or deteriorating. The reader will need to
consider other non-financial factors such as property tax base and facility conditions in arriving
at their conclusion regarding the overall health of the Township.

Reporting the Township’s Most Significant Funds

Fund Financial Statements

The Township’s fund financial statements provide detail information about the most significant
funds — not the Township as a whole. Some funds are required to be established by State law.
Other funds are established to help it control and manage money for particular purposes or to
meet legal responsibilities for using certain taxes, grants and other sources of revenue. The
Township’s two types of funds, governmental and fiduciary, use different accounting approaches
as further described in the notes to the financial statements.

Governmental Funds

Most of the Township’s activities are reported in governmental funds, which focus on how
money flows into and out of those funds and the balances remaining at year-end available for
spending in future periods. These funds are reported using an accounting method called
modified accrual accounting, which measures cash and other financial assets that can readily be
converted to cash. The governmental fund statements provide a detail short-term view of the
Township’s general operations and the basic services it provides. Governmental fund
information helps you determine whether there are more or fewer financial resources available to
spend in the near future to finance the Township’s programs. The relationship (or differences)
between governmental activities (reported in the Statement of Net Position and the Statement of
Activities) and governmental funds is reconciled in the basic financial statements.
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FREEMAN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended March 31, 2014

Fiduciary Funds

The Township is the trustee, or fiduciary, for tax collections. All of the Township’s fiduciary
activities are reported in the separate Statement of Fiduciary Net Position. We exclude these
activities from the Township’s other financial statements because the assets cannot be utilized by
the Township to finance its operations.

Township-wide Financial Analysis

The statement of net position provides the perspective of the Township as a whole. Exhibit A
provides a summary of the Township’s Net Position as of March 31, 2014 and 2013.

Governmental Activities

Exhibit A 2014 2013
Assets
Current and other assets $520,132 $500,019
Capital assets - net of accumulated
depreciation 114,751 125,560
Total assets 634,883 625,579
Liabilities
Current liabilities 1,630 5,909
Total liabilities 1,630 5,909
Net Position
Net investment in capital assets 114,751 125,560
Restricted 393,074 355,546
Unrestricted 125,428 138,564
Total net position $633,253 $619,670
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FREEMAN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended March 31, 2014

This analysis focuses on net position. The Township’s net position was $633,253 at March 31,
2014. Capital assets totaling $114,751 compares the original costs, less depreciation of the
Township’s capital assets. Restricted net position of $309,738 are for streets and highways,
$13,161 for fire protection and $70,175 for rubbish removal.

The $125,428 in unrestricted net position of governmental type activities represents the
accumulated results of all past years’ operations. The operating results of the General and
Special Revenue Funds will have a significant impact on the change in unrestricted net position
from year to year.
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FREEMAN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended March 31, 2014

The results of this year’s operations for the Township as a whole are reported in the statement of
activities. Exhibit B shows the changes in net position for the years ended March 31, 2014 and
2013.

Governmental Activities

Exhibit B 2014 2013
Revenue
Program revenue:
Charges for services $ 308,225 $263,863
General revenue:
Property taxes 40,942 39,846
State shared revenues 89,322 87,661
Administrative fees 22,691 22,093
Other 1,306 1,782
Total revenue 462,486 415,245

Function/Program Expenses

General government 154,984 152,132
Public safety 71,625 50,956
Public works 75,150 84,931
Highways and streets 109,229 141,364
Recreation and culture 23,341 1,157
Planning, zoning and inspector 14,574 18,573
Total expenses 448,903 449,113

Change in Net Position $ 13,583 $ (33,868)

As reported in the statement of activities, the cost of all of our Governmental type activities this year
was $448,903. Certain activities were partially funded from those who benefited from the programs or
by the other Townships and organizations that subsidized certain programs with grants and
contributions. We paid for the remaining “public benefit” portion of our governmental activities with
$40,942 in taxes, $89,322 in State shared revenues, $22,691 in administrative fees and with our other
revenues, such as interest and miscellaneous revenues.

The Township experienced an increase in net position of $13,583. Key reasons for the change in net

position was due to the Township purchasing limestone for road projects in the prior year which was
offset by increased recreation and culture costs. Public safety cost for fire protection increased as did
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FREEMAN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended March 31, 2014

the revenue. The change in net position differs from the change in fund balance and a reconciliation
appears in the financial statements.

The Township’s Funds

The Township uses funds to help it control and manage money for particular purposes. Looking at
funds helps the reader consider whether the Township is being accountable for the resources taxpayers
and others provide to it and may provide more insight into the Township’s overall financial health.

The Township’s governmental funds reported a combined fund balance of $518,502, which is above
last year’s total of $494,110. The schedule below indicates the fund balance and the total change in
fund balances as of March 31, 2014 and 2013.

Fund Balance Fund Balance
March 31, 2014 March 31, 2013 Change

General $ 125428 % 138564  $ (13,136)
Fire 13,161 0 13,161
Road 309,738 278,042 31,696
Garbage Collection 70,175 77,504 (7,329)

Total $ 518,502 3 494,110 $ 24392

e Our General Fund decreased $13,136. The decrease is mainly due to the decrease in property
tax revenue and increased recreation and culture expenses.

e Our Fire Fund increased $13,161. The increase is mainly due to the fire millage revenue
exceeding fire protection costs during the year.

e Our Road Fund increased $31,696. The increase is mainly due to the Township purchasing
limestone for road projects in the prior year.

e Our Garbage Collection Fund decreased $7,329. The decrease is mainly due to rubbish
expenditures exceeding the special assessment revenue.
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FREEMAN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended March 31, 2014

As the graph below illustrates, the largest portion of the Township’s revenue comes from property
taxes.

Revenue
Administrative
State Shared Fees Other

Revenue 504 2%

19%\

Special Property Taxes
Assessments 57%

17%
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FREEMAN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended March 31, 2014

The graph below illustrates, 33% of the Townships’ resources are spent on general government
expenses such as administrative costs and hall and grounds, including utilities. Another 25% is
spent on highways and streets, while 16% is spent on fire services. The remaining 26% is spent
on other services provided to the residents of the Township.

Expenditures
Other
9% General
government
33%

Highways and
streets
25%

) Public safety
Public works 16%

17%
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FREEMAN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended March 31, 2014

The chart below compares current year expenditures with prior year.

2014 2013

Expenditures by Function
General government $146564  $191,097
Public safety 70,585 49916
Public works 73,801 83,641
Highways and streets 109,229 141,364
Recreation and culture 23,341 1,157
Planning, zoning and inspector 14574 18,573

Total $438,094 $485,748

Expenditures are down $47,654 or 10% from the prior year mostly due to the purchase of
limestone for road projects in the prior year and decreased general government expenditures due
to the competition of the broadband project. These decreases were offset by a decrease in fire
protection costs.

General Fund Budgetary Highlights

Over the course of the year, the Township revises its budgets to reflect changes in revenues and
expenditures. State law requires that the budget be amended to ensure that expenditures do not
exceed appropriations. A schedule showing the Township’s original and final budget amounts
compared with amounts actually paid and received is provided in required supplemental
information of these financial statements.

Changes to the General Fund budget were as follows.

e The final revenue budget increased $16,938 due to increase in property taxes, and
state shared revenues and other revenues

e The final expenditure budget increased $16,938 due to increases in general
government, public works, and recreation and culture.

e Actual revenues were more than budgeted revenue by $4,230. The difference is
primarily due to special assessments and administrative fees being more than
expected. This was offset by property taxes, state shared revenue and other revenue
being less than expected.

e Actual expenditures were more than budgeted expenditures by $17,366. The
difference is due to general government, recreation and culture and planning, zoning
and inspector expenditures being more than expected.
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FREEMAN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended March 31, 2014

Capital Assets

At March 31, 2014, the Township had $114,751 invested in a broad range of capital assets,
including land, buildings, furniture and equipment, net of accumulated depreciation. This
amount represents a net decrease (including additions and disposals) of $10,809, or 9%, from last
year.

2014 2013
Land $ 8750 $ 8750
Buildings and building improvements 170,214 170,214
Furniture and Equipment 36,617 36,617
Total capital assets 215,581 215,581
Less accumulated depreciation 100,830 90,021
Net capital assests $114,751  $125,560

There were no additions for the year.

We do not anticipate any major capital additions in the next fiscal year. We present more
detailed information about our capital assets in the notes to the financial statements.

Factors Expected to Have an Effect on Future Operations

We expect to see an increase in state shared revenue next year as the State of Michigan continues
to adjust payments to reflect increases in state revenue. We will need to adjust Township
expenditures in response to any revenue shortfall.

Requests for Information

This financial report is designed to provide a general overview of the Township’s finances for all
those with an interest in Freeman Township. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to:

Freeman Township

7280 Mannsiding Road
Lake, MI 48632
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FREEMAN TOWNSHIP
Statement of Net Position
March 31, 2014

Governmental
Activities
Assets
Cash and cash equivalents $ 479,096
Receivables:

Taxes 37,890
Prepaid expenses 3,146
Capital assets - net of accumulated depreciation of $100,830 114,751

Total Assets 634,883
Liabilities
Accounts payable 1,355
Accrued payroll liabilities 275
Total Liabilities 1,630
Net Position
Net investment in capital assets 114,751
Restricted for:

Fire protection 13,161

Streets and highways 309,738

Rubbish removal 70,175
Unrestricted 125,428

Total Net Position $ 633,253

See accompanying notes to financial statements
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FREEMAN TOWNSHIP
Statement of Activities
For the Year Ended March 31, 2014

Governmental
Activities
Program Net (Expense)
Revenues Revenue and
Charges for Change in
Functions/Programs Expenses Services Net Position
Governmental activities:
General government $ 154,984 $ 6,136 $ (148,848)
Public safety 71,625 83,361 11,736
Public works 75,150 61,010 (14,140)
Highways and streets 109,229 140,718 31,489
Recreation and culture 23,341 17,000 (6,341)
Planning, zoning and inspector 14,574 0 (14,574)
Total governmental activities $ 448,903 $ 308,225 (140,678)
General revenues:

Property taxes 40,942

State shared revenues 89,322

Administrative fees 22,691

Investment earnings 964

Miscellaneous 342

Total general revenues 154,261

Change in net position 13,583

Net position - beginning of year 619,670

Net position - end of year $ 633,253

See accompanying notes to financial statements
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FREEMAN TOWNSHIP

Governmental Funds

Balance

Sheet

March 31, 2014

Garbage
General Fire Road Collection
Fund Fund Fund Fund Total
Assets
Cash and cash equivalents $ 117,177 $ 4,438 $295701 $ 61,780 $ 479,096
Receivables:
Taxes 6,735 8,723 14,037 8,395 37,890
Prepaid expenditures 3,146 0 0 0 3,146
Total Assets $ 127,068 $ 13,161  $309,738 $ 70,175 $ 520,132
Liabilities and Fund Balance
Liabilities
Accounts payable $ 1355 $ 0 $ 0 3 0 $ 1,355
Accrued payroll liabilities 275 0 0 0 275
Total liabilities 1,630 0 0 0 1,630
Fund Balance
Nonspendable- prepaid expenditures 3,146 0 0 0 3,146
Restricted for:
Fire protection 0 13,161 0 0 13,161
Streets and highways 0 0 309,738 0 309,738
Rubbish removal 0 0 0 70,175 70,175
Unassigned 122,282 0 0 0 122,282
Total fund balance 125,428 13,161 309,738 70,175 518,502
Total Liabilities and
Fund Balance $ 127,058 $ 13,161 $309,738 $ 70,175 $ 520,132

See accompanying notes to financial statements
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FREEMAN TOWNSHIP
Reconciliation of Balance Sheet of Governmental Funds
to the Statement of Net Position
March 31, 2014

Total fund balance - governmental funds $ 518,502

Amounts reported for governmental activities in the
statement of net position are different because:
Capital assets used in governmental activities are not financial
resources and are not reported in the funds

Cost of the capital assets 215,581
Accumulated depreciation (100,830)
Total net position - governmental activities $ 633,253

See accompanying notes to financial statements
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FREEMAN TOWNSHIP
Governmental Funds
Statement of Revenues, Expenditures and
Change in Fund Balance
For the Year Ended March 31, 2014

Garbage
General Fire Road Collection
Fund Fund Fund Fund Total
Revenues
Property taxes $ 40942 $ 83361 $ 140,718 % 0 $ 265021
Special assessments 17,000 0 0 61,010 78,010
Licenses, fees and permits 6,136 0 0 0 6,136
State shared revenues 89,322 0 0 0 89,322
Administrative fees 22,691 0 0 0 22,691
Interest and rentals 724 0 207 33 964
Other revenues 342 0 0 0 342
Total revenues 177,157 83,361 140,925 61,043 462,486
Expenditures
Current:
General government 146,564 0 0 0 146,564
Public safety 385 70,200 0 0 70,585
Public works 5,429 0 0 68,372 73,801
Highways and streets 0 0 109,229 0 109,229
Recreation and culture 23,341 0 0 0 23,341
Planning, zoning and inspector 14,574 0 0 0 14,574
Total expenditures 190,293 70,200 109,229 68,372 438,094
Excess (deficiency) of revenues
over expenditures (13,136) 13,161 31,696 (7,329) 24,392
Fund balance - beginning of year 138,564 0 278,042 77,504 494,110
Fund balance - end of year $ 125428 $ 13,161  $ 309,738 $ 70,175 $ 518,502

See accompanying notes to financial statements
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FREEMAN TOWNSHIP
Reconciliation of the Statement of Revenues, Expenditures
and Change in Fund Balance of Governmental Funds to the Statement of Activities
For the Year Ended March 31, 2014

Net change in fund balance - total governmental funds $ 24,392

Amounts reported for governmental activities in the statement
of activities are different because:

Governmental funds report capital outlays as expenditures;
in the statement of activities, these costs are allocated
over their estimated useful lives as depreciation
Depreciation expense (10,809)

Change in net position of governmental activities $ 13,583

See accompanying notes to financial statements
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FREEMAN TOWNSHIP
Statement of Fiduciary Net Position
March 31, 2014

Current Tax

Fund
Assets
Cash $ 0
Liabilities
Due to other funds $ 0

See accompanying notes to financial statements
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FREEMAN TOWNSHIP
Notes to Financial Statements
For the Year Ended March 31, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Freeman Township (Township) conform to U.S. generally
accepted accounting principles as applicable to governmental units. The following is a
summary of the significant accounting policies used by the Township.

Reporting Entity

The Township is governed by an elected five member council (Township Board). The
accompanying financial statements present the government.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the nonfiduciary activities of the
primary government. The effect of interfund activity has been removed from these
statements.

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

Separate financial statements are provided for governmental funds and fiduciary funds,
even though the latter are excluded from the government-wide financial statements.
Major individual governmental 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, as is the fiduciary fund financial
statements. Revenue is 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 revenue in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.
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FREEMAN TOWNSHIP
Notes to Financial Statements
For the Year Ended March 31, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

As a general rule, the effect of interfund activity has been eliminated from the
government-wide financial statements.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenue is
recognized as soon as it is both measurable and available. Revenue is considered to be
available if it is collected within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the government considers revenues to
be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, and claims and judgments are recorded
only when payment is due.

Property taxes, state-shared revenue and interest associated with the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as revenue of
the current fiscal period. All other revenue items are considered to be available only
when cash is received by the government.
The Township reports the following major governmental funds.
The General Fund is the Township’s primary operating fund. It accounts for all
financial resources of the Township, except those required to be accounted for in
another fund.
The Fire Fund accounts for Township fire protection service activities.

The Road Fund accounts for activities that help to maintain the roads in the
Township.

The Garbage Collection Fund accounts for the operation of the Township transfer
station.

Assets, Liabilities, and Net Positions or Equity

Deposits and Investments — Cash and cash equivalents are considered to be cash on
hand, demand deposits and short-term investments with a maturity of three months or
less when acquired. Investments are stated at fair value.
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FREEMAN TOWNSHIP
Notes to Financial Statements
For the Year Ended March 31, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Receivables and Payables — In general, outstanding balances between funds are reported
as “due to/from other funds.”

All trade and property tax receivables are shown as net of allowance for uncollectible
amounts. Property taxes are levied on each December 1% on the taxable valuation of
property as of the preceding December 31%. Taxes are considered delinquent on March
1% of the following year, at which time penalties and interest are assessed.

Capital Assets — Capital assets, which include land, buildings, machinery and equipment
are reported in the government-wide financial statements. Capital assets are defined by
the Township as assets with an initial individual cost of more than $1,000 and an
estimated useful life in excess of 5 years. Such assets 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. Costs of normal repair and
maintenance that do not add value or materially extend asset lives are not capitalized.

Building, vehicles and equipment are being depreciated using the straight-line method
over the following useful lives.

Buildings 40 Years
Building improvements 15to 25 Years
Vehicles 5to 15 Years
Fire equipment 5to 15 Years
Office equipment 5to 15 Years
Computer equipment 3to5 Years

Long-term Obligations — In the government-wide financial statements, long-term debt
and other long-term obligations are reported as liabilities in the governmental activities
statement of net position. The face amount of debt issued is reported as other financing
sources. Issuance costs are reported as debt service expenditures.

Fund Equity/Net Position — The fund balance classifications are reported primarily on
the extent to which a government is bound to observe constraints imposed on the use of
the resources reported in governmental funds. The fund balances are classified as
nonspendable, restricted, committed, assigned and unassigned.
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FREEMAN TOWNSHIP
Notes to Financial Statements
For the Year Ended March 31, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Nonspendable fund balance represents amounts that are not in a spendable form. The
Township’s nonspendable fund balance represents prepaid expenditures. In the fund
financial statements, governmental funds report restrictions on fund balances for
amounts that are legally restricted by outside parties for a specific purpose.
Committed fund balance represents funds formally set aside by the Township Board
for a particular purpose. The use of committed funds would be approved by
Township Board through the budget process or official board action.

Assigned fund balance would represent tentative management plans that are subject
to change. At March 31, 2014 the Township did not have committed or assigned fund
balance. The Township’s intent would be to spend uncommitted/unassigned funds
prior to the use of committed funds. When both restricted and unrestricted resources
are available for use, it is the Township’s policy to use restricted resources first, then
unrestricted resources as they are needed.

Deferred Outflows and Inflows of Resources - In addition to assets, the statement of
net position will sometimes report a separate section for deferred outflows of
resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to a future period and so will not
be recognized as an outflow of resources (expense/expenditure) until then. The
Township has no items that qualify for reporting in this category.

In addition to liabilities, the statement of net position will sometimes report a separate
section for deferred inflows of resources, represents an acquisition of net position that
applies to a future period and so will not be recognized as an inflow of resources
(revenue) until that time. The Township has no items that qualify for reporting in this
category.

Use of Estimates — The process of preparing the basic financial statements in
conformity with U.S. generally accepted accounting principles requires the use of
estimates and assumptions regarding certain types of assets, liabilities, revenues and
expenses. Such estimates primarily relate to unsettled transactions and events as of
the date of the financial statements. Accordingly, upon settlement, actual results may
differ from estimated amounts.

Property Taxes—For Township taxpayers, properties are assessed as of December 31
and related property taxes are levied and become a lien on July 1. The final collection
date is February 28, after which uncollected taxes are added to the County delinquent
tax rolls.
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FREEMAN TOWNSHIP
Notes to Financial Statements
For the Year Ended March 31, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The 2013 taxable valuation of the Township totaled $46.0 million, on which ad
valorem taxes levied consisted of 0.8200 mills for Township operating purposes,
.6150 mills and 1.25 mills for fire protection and 2.9850 mills for roads, raising
$38,650 for operating, $83,361 for fire protection and $140,718 for roads. These
amounts are recognized in the respective General Fund and Special Revenue Funds
financial statements as tax revenue.

Events Occurring After Reporting Date — Management evaluates events occurring
subsequent to the date of the financial statements in determining the accounting for
and disclosure of transactions and events that affect the financial statements.
Subsequent events have been evaluated through the date of the accompanying
independent auditor’s report, which is the date the financial statements were available
to be issued.

NOTE 2 - BUDGETS

The State of Michigan adopted a Uniform Budgeting and Accounting Act (Act)
applicable to all local governmental entities in the state. The law requires
appropriation acts to be adopted for General and Special Revenue Funds of
governments prior to the expenditure of monies in a fiscal year.

The Township follows these procedures in establishing the budgetary data reflected in
the financial statements.

1. The Township’s supervisor submits to the Township Board a proposed budget
prior to April 1 of each year. The budget includes proposed expenditures and the
means of financing them.

2. A public hearing is conducted to obtain taxpayer comments.

3. Budgeted amounts are as originally adopted, or as amended by the Township
Board throughout the year. Individual amendments were not material in relation
to the original appropriations. Budgets are adopted to the functional level.

4. Appropriations lapse at year-end. These appropriations are re-established at the
beginning of the following year.

During the year ended March 31, 2014, the Township incurred expenditures in certain
budgetary funds which were in excess of the amounts appropriated for as follows:
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NOTE 2 —

FREEMAN TOWNSHIP
Notes to Financial Statements
For the Year Ended March 31, 2014

BUDGETS (CONTINUED)

NOTE 3 -

Total Amounts of Budget

Fund/Function Appropriations Expenditures Variance
General Fund:

General government $ 146,205 $ 146,564 $ (359

Recreation and culture 6,341 23,341 (17,000)

Planning, zoning and inspector 14,567 14,574 @)
Fire Fund:

Public safety 49,532 70,200 (20,668)
Garbage Collection Fund:

Public works 61,089 68,372 (7,283)

A comparison of actual results of operations to the budgeted amounts (at the level of
control adopted by the Township Board) for the General, Fire, Road and Garbage
Collection Funds are presented as Required Supplemental Information.

DEPOSITS AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authorizes the local governmental unit to
make deposits and invest in the accounts of federally insured banks, credit unions and
savings and loan associations which have an office in Michigan. The local unit is
allowed to invest in bonds, securities and other direct obligations of the United States
or any agency or instrumentality of the United States; United States government or
federal agency obligations; repurchase agreements; bankers’ acceptance of United
States banks; commercial paper rates within the two highest classifications which
mature not more than 270 days after the date of purchase; obligations of the State of
Michigan or its political subdivisions which are rated as investment grade; and mutual
funds composed of investment vehicles which are legal for direct investment by local
units of government in Michigan. The Township’s deposits are in accordance with
statutory authority.

At year-end, the Township’s deposits were reported in the basic financial statements
in the following categories:
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FREEMAN TOWNSHIP
Notes to Financial Statements
For the Year Ended March 31, 2014

NOTE 3 - DEPOSITS AND INVESTMENTS (CONTINUED)

Governmental Fiduciary
Activities Fund Total

Cash and cash equivalents $ 479,096 $ 0 $479,096

Custodial credit risk — deposits

In the case of deposits, this is the risk that in the event of a bank failure, the
Township’s deposits may not be returned to it. As of March 31, 2014, $232,298 of
the Township’s bank balance of $482,298 was exposed to custodial credit risk
because it was uninsured and uncollateralized.

The Township’s investment policy does not identify interest rate risk, foreign
currency risk or concentration credit risk.

As of March 31, 2014, the Township had no investments.
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FREEMAN TOWNSHIP
Notes to Financial Statements

For the Year Ended March 31, 2014

NOTE 4 - CAPITAL ASSETS

Capital asset activity of the Township for the current year was as follows:

Balance Disposals Balance
April 1, and March 31,
2013 Additions Adjustments 2014
Governmental Activities
Capital assets not being depreciated
Land $ 8750 $ 0 $ 0 $ 8750
Capital assets being depreciated:
Buildings 103,580 0 0 103,580
Building improvements 66,634 0 0 66,634
Furniture and Equipment 36,617 0 0 36,617
Subtotal 206,831 0 0 206,831
Less accumulated depreciation for:
Buildings 59,609 2,546 0 62,155
Building improvements 7873 5,598 0 13471
Furniture and Equipment 22,539 2,665 0 25,204
Subtotal 90,021 10,809 0 100,830
Net capital assets being depreciated 116,810 (10,809) 0 106,001
Governmental Activities, Total
Capital Assets - Net of Depreciation $125560 $  (10,809) $ 0 $114751
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FREEMAN TOWNSHIP
Notes to Financial Statements
For the Year Ended March 31, 2014

NOTE 4 - CAPITAL ASSETS (CONTINUED)

Depreciation expense was charged to programs of the Township as follows:

General government $ 8420
Public safety 1,040
Public works 1,349
Total Governmental Activities $ 10,809

NOTE 5 - RISK MANAGEMENT

The Township is exposed to various risks of loss related to property loss, torts, errors
and omissions and employee injuries (workers’ compensation). The Township
participates in the Michigan Municipal League risk pool for claims relating to
workers’ compensation, general liability and property/casualty claims. Settled claims
relating to the commercial insurance have not exceeded the amount of insurance
coverage in any of the past three fiscal years.

The Michigan Municipal League risk pool program operates as a common risk-
sharing management program for local units of government in Michigan; member
premiums are used to purchase commercial excess insurance coverage and to pay
member claims in excess of deductible amounts.

The Michigan Municipal Risk Management Authority (Authority) risk pool program
operates as a claims servicing pool for amounts up to member retention limits, and
operates as a common risk-sharing management program for losses in excess of
member retention amounts. Although premiums are paid annually to the Authority,
that the Authority uses to pay claims up to the retention limits, the ultimate liability
for those claims remains with the Township.

The Michigan Municipal Risk Management Authority’s State Pool program operates
as a common risk-sharing management program for local units of government in
Michigan. Member premiums are used to purchase excess insurance coverage and to
pay member claims in excess of deductible amounts. A portion of the excess
insurance coverage is underwritten by the Authority itself.
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FREEMAN TOWNSHIP
Notes to Financial Statements
For the Year Ended March 31, 2014

NOTE 6 - RISK MANAGEMENT (CONTINUED)

The Michigan Townships Participating Plan (Plan) operates as an insurance
purchasing pool for local units of government in Michigan. The Plan purchases
commercial insurance on behalf of its members at a lower cost than would be
available on an individual basis.

NOTE 7 - PENSION PLAN

The Township provides pension benefits to certain qualified employees through a
defined contribution plan. In a defined contribution plan, benefits depend solely on
amounts contributed to the plan plus investment earnings. Employees are eligible to
participate from the date of employment. The Township contributes 7.5% percent of
employees’ gross earnings and employee contributions for each employee plus
interest allocated to the employee’s account are immediately fully vested.

The Township’s total payroll during the current year was $83,065. The current year

contribution was calculated based on covered payroll of $62,522, resulting in an
employer contribution of $5,419.
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FREEMAN TOWNSHIP
Required Supplemental Information

Budgetary Comparison Schedule - General Fund

For the Year Ended March 31, 2014

Revenues

Property taxes
Special assessments
Licenses, fees and permits
State shared revenues
Interest and rentals
Administrative fees
Other revenues

Total revenues

Expenditures
Current:

General government

Public safety

Public works

Recreation and culture
Planning, zoning and inspector

Total expenditures

Excess (deficiency) of revenues
over expenditures

Fund balance - beginning of year

Fund balance - end of year

Variance with

Final Budget
Original Final Amended Favorable

Budget Budget Actual (Unfavorable)
$ 53981 $ 62,781 40,942 $  (21,839)
8,800 5,184 17,000 11,816

5,160 5,160 6,136 976
87,298 92,458 89,322 (3,136)

550 550 724 174

0 0 22,691 22,691
200 6,794 342 (6,452)

155,989 172,927 177,157 4,230
137,869 146,205 146,564 (359)

385 385 385 0

1,700 5,429 5,429 0
1,157 6,341 23,341 (17,000)
14,878 14,567 14,574 )
155,989 172,927 190,293 (17,366)
0 0 (13,136) (13,136)

138,564 138,564 138,564 0
$ 138564 $ 138,564 125428 $  (13,136)
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FREEMAN TOWNSHIP
Required Supplemental Information
Budgetary Comparison Schedule - Fire Fund
For the Year Ended March 31, 2014

Variance with

Final Budget
Original Final Amended Favorable
Budget Budget Actual (Unfavorable)
Revenues
Property taxes 3 49,532 $ 49,532 $ 83,361 $ 33,829
Expenditures
Current:
Public safety 49,532 49,532 70,200 (20,668)
Excess of revenues over
expenditures 0 0 13,161 13,161
Fund balance - beginning of year 0 0 0 0
Fund balance - end of year $ 0 $ 0 $ 13,161 $ 13,161
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FREEMAN TOWNSHIP

Required Supplemental Information

Budgetary Comparison Schedule - Road Fund

Revenues
Property taxes
Interest income
Total revenues

Expenditures
Current:

Highways and steets

Excess of revenues over
expenditures

Fund balance - beginning of year

Fund balance - end of year

For the Year Ended March 31, 2014

Variance with

Final Budget

Original Final Amended Favorable
Budget Budget Actual (Unfavorable)
$ 138,722 $ 138,722 $ 140,718 % 1,996
0 0 207 207

138,722 138,722 140,925 2,203
138,722 138,722 109,229 29,493

0 0 31,696 31,696

278,042 278,042 278,042 0
$ 278042 $ 278042 $ 309,738 % 31,696
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FREEMAN TOWNSHIP
Required Supplemental Information
Budgetary Comparison Schedule - Garbage Collection Fund
For the Year Ended March 31, 2014

Variance with

Final Budget
Original Final Amended Favorable
Budget Budget Actual (Unfavorable)
Revenues
Special assessments $ 61,089 % 61,089 $ 61,010 $ (79)
Interest income 0 0 33 33
Total revenues 61,089 61,089 61,043 (46)
Expenditures
Current:
Public works 61,089 61,089 68,372 (7,283)
Excess (deficiency) of revenues
over expenditures 0 0 (7,329) (7,329)
Fund balance - beginning of year 77,504 77,504 77,504 0
Fund balance - end of year $ 77,504 $ 77,504 $ 70,175 $ (7,329)
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Township Board
Freeman Township
Clare County, Michigan

We have audited the financial statements of the governmental activities, each major fund and
the aggregate remaining fund information of Freeman Township (Township) for the year
ended March 31, 2014. Professional standards require that we provide you with information
about our responsibilities under U.S. generally accepted auditing standards, as well as certain
information related to the planned scope and timing of our audit. We have communicated such
information in our letter to you dated March 27, 2014. Professional standards also require that
we communicate to you the following information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by Freeman Township 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 2014. We noted no transactions entered into by the Township
during the year for which there is a lack of authoritative guidance or consensus. All significant
transactions have been recognized in the financial statements in the proper period.

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 most sensitive
estimate affecting the Township's financial statements was:

Management’s estimate of the depreciation is based on the estimated useful life of
fixed assets. We evaluated the key factors and assumptions used to develop the
depreciation in determining that it is reasonable in relation to the financial statements
taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

MCGLADREY ALLIANCE E McGladrey
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Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are clearly trivial and communicate them to the
appropriate level of management. Management has corrected all such misstatements. The
following material misstatements detected as a result of audit procedures were corrected by
management: taxes and special assessments receivable and related revenue.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting,
reporting or auditing matter, whether or not resolved to our satisfaction, that could be
significant to the financial statements or the auditor’s 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 June 12, 2014.

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 Township’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.
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This information is intended solely for the use of Township Board and management of
Freeman Township and is not intended to be and should not be, used by anyone other than
these specified parties.

Very truly yours,

Weintander Fityhugh
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Township Board
Freeman Township
Clare County, Michigan

In planning and performing our audit of the financial statements of the governmental
activities, each major fund and the aggregate remaining fund information of Freeman
Township (Township) as of and for the year ended March 31, 2014, in accordance with U.S.
generally accepted auditing standards, we considered the Township's internal control over
financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements but not for the purpose of expressing an opinion on the effectiveness of the
Township's internal control. Accordingly, we do not express an opinion of the effectiveness of
the Township's internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and, therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as discussed below, we
identified certain deficiencies in internal control that we consider to be material weaknesses.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a
deficiency or a combination of deficiencies in internal control, such that there is a reasonable
possibility that a material misstatement of the Township's financial statements will not be
prevented or detected and corrected, on a timely basis. A significant deficiency is a deficiency
or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance. We
consider the following deficiencies in the Township's internal control to be material
weaknesses:

Seqgreqgation of Duties

One of the strongest controls in an internal control system is known as “segregation of duties”.
This means that there are different individuals performing different duties within a specific
accounting function. Having multiple individuals performing duties in the same accounting
function acts as a check and balance.

As is common in many small townships there is often only a few people, sometimes only one
person, performing the accounting and, financial functions. It is also common to have these
individuals concentrate their efforts in one area. For example, one person does the entire
payroll, one person does all the disbursing, and one person does all the billing and receipting.

While this is usually more efficient, it is a weak internal control system. There are generally
insufficient checks and balances in place.

g McGladrey
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This is the situation with the Township. Due to a limited staff size, the Township has a lack
of segregation of duties with respect to the cash collections and disbursements because the
duties are centralized with one individual

Financial Reporting

Our professional standards now define an element of internal control as a Township's ability to
prepare a complete set of financial statements with footnotes in accordance with U.S.
generally accepted accounting principles. We are required to communicate to the Township
Board if the Township is unable to complete this task without assistance from its auditor.

It is not uncommon that many small and medium size townships cannot provide the resources
to accomplish this task. This is the situation with the Township. This comment is not intended
to reflect on the performance or capability of any employee.

However, we have reviewed the periodic financial reporting prepared by management and
provided to the Township Board and determined it is appropriate for the size of the Township.
This information appears to meet the reporting requirements of the Township Board and
provides it sufficient information for it to perform its oversight responsibilities.

The above comments are not intended to reflect on the performance or capability of any
employee.

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

Very truly yours,

Weintander Fityhogh



