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MASON, KAMMERMANN & ROHRBACK, P.C.

Certified Public Accountants

Velda K. Kammermann Established 1988
Todd P. Rohrback www.northmicpa.com

Corey R. Bascom

INDEPENDENT AUDITOR'S REPORT

January 23, 2015

Members of the Township Board
Charlevoix Township
Charlevoix, Michigan

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, and the major fund of Charlevoix Township of Charlevoix County, Michigan,
as of and for the year ended June 30, 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 accounting principles generally accepted in the United States of
America; 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 auditing standards generally accepted in the United States of
America. 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 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 entity'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 entity’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

~ Boyne City ~ ~ Charlevoix ~ ~ Petoskey ~
109 Water Street 110 Park Avenue 600 Charlevoix Avenue
Boyne City, MI 49712 Charlevoix, MI 49720 Petoskey, MI 49770

p: 231-582-7211 p: 231-547-4911 p: 231-348-6930



Charlevoix Township
Independent Auditor's Report
January 23, 2015

Auditor’s Responsibility (Continued)

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental aclivities, the business-type activities, and the
major fund of Charlevoix Township as of June 30, 2014, and the respective changes in financial
position and, where applicable, cash flows thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 3 through 8
and 29 through 32 be presented to supplement the basic financial statemenis. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Wason, Kammermann & Rotnback, Pl

-



Charlevoix Township

Management’s Discussion & Analysis
January 23, 2015

This section of Charlevoix Township's annual financial report presents our discussion and
analysis of the financial performance of the Township during the fiscal year ended June
30, 2014.

Overview of the Financial Statements

This discussion and analysis introduces the Township’s basic financial statements that
follow this section. These financial statements are presented in a format to comply with
Governmental Accounting Standards Board Statement 34 (GASB 34). Charlevoix
Township’s basic financial statements are comprised of three components: government-
wide financial statements, fund financial statemenis and the notes to the financial
statements. Additionally, this report also contains other supplementary information to the
basic financial statements.

Government-wide Statements

The government-wide statements report information about the Township as a whole using
accounting methods similar to those used by private-sector companies. The Statement of
Net Position includes all of the Township’s assets and liabilities. All of the current year's
revenues and expenses are accounted for in the Statement of Activities regardless of
when cash is received or paid.

The Statement of Net Position presents information on all of Charlevoix Township’s assets
and liabilities, with the difference between the two reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the
financial position of Charlevoix Township is improving or deteriorating.

The Statement of Activities presents changes in the government's net position during the
most recent fiscal year, on the accrual basis of accounting.

Fund Financial Statements

The fund financial statements provide information separated info related areas to
demonstrate how resources have been allocated for specific activities or functions.
Charlevoix Township, like other governmental entities, uses fund accounting to ensure
compliance with the requirements of accounting standards and laws. Charlevoix Township
uses three categories of funds, which are governmental, proprietary and fiduciary funds.



Charlevoix Township

Management’s Discussion & Analysis
January 23, 2015

Governmental Funds

Governmental funds are used to account for essentially the same functions as reported as
governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on
near-term inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’s near-term financing decisions. Both
the governmental funds Balance Sheet and the governmental funds Statement of
Revenues, Expenditures, and Changes in Fund Balance provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The Township adopts an annual appropriated budget for its general fund. A budgetary
comparison statement has been provided for the general fund to demonstrate compliance
with this budget.

Proprietary Funds

Proprietary funds are used to account for the services provided by the Township where the
Township charges customers (whether external or internal) for the services it provides.
These funds use accrual accounting. The Township maintains one enterprise fund that is
used to report the water operations and maintenance. It is reported as a business-type
activity in the government-wide financial statements.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the Township’s own
programs.



Charlevoix Township

Management’s Discussion & Analysis
January 23, 2015

Financial Analysis of the Township as a Whole

The table below shows, in a condensed format, the Township's net position as of June 30,

2014 and 2013:

Assets
Current assets
Noncurrent assets
Capital assets, net

Total assets

Liabilities and Net Position

Current liabilities

Net position
Invested in
capital assets, net
Unrestricted

Total net position

Net Position
June 30, 2014 and 2013

Governmental Business-Type
Activities Activities Total

2014 2013 2014 2013 2014 2013
$1,242189 § 1,276,297 $ 113,057 $§ 105347 § 1,355,256 $ 1,381,644
1,653,347 1,436,126 1,837,704 1,849,817 3,491,051 3,285,943
2,895,546 2,712,423 1,950,761 1,955,164 4,846,307 4,667,587
68,501 24,672 2,783 58,194 71,284 82,866
1,653,347 1,436,126 1,837,704 1,849,817 3,491,051 3,285,943
1,173,698 1,251,625 110,274 47,153 1,283,872 1,298,778
$ 2,827,045 § 2,687,751 § 1947978 % 1,806,970 $ 4,775,023 § 4,584,721

The Township’s fotal net position from governmental aclivities is $2,827,045. The

proprietary fund has net position totaling $1,947,978. The township has $1,173,698 of
unrestricted governmental net position, which could be used to finance the day-to-day
operations without constraints established by debt covenants, enabling legislation, or other

legal requirements.



Charlevoix Township

Management’s Discussion & Analysis
January 23, 2015

The following table shows how activities affected changes in net position during the two

fiscal years.

Revenues:

Program Revenues:
Charges for services
Capital contributions

General Revenues:
Property taxes
State shared revenues
interest
Other

Total revenues

Expenses:
Legislative
General government
Public safety
Public works
Health & welfare

Community/economic develop.

Recreation and culture
Total expenses

Change in net position
before transfers

Transfers to other funds

Change in net position

Change in Net Position

For the Years Ended June 30, 2014 and 2013

Governmental Activities Business-Type Activities Total

2014 2013 2014 2013 2014 2013
$ 88817 S 88977 $ 257691 § 192,517 § 346,308 $ 281,494
44,308 12,900 - - 44,308 12,900
486,626 469,720 - - 486,626 469,720
122,923 119,481 - - 122,923 119,481
340 1,055 25 908 365 1,963
9,017 5,007 - - 9,017 5,007
751,831 697,140 257,716 183,425 1,009,547 890,565
257,517 260,621 - - 257,517 260,621
172,434 165,156 - - 172,434 165,156
142,116 122,720 - - 142,116 122,720
166 18,425 148,998 133,056 148,164 151,481
42,226 42,218 - - 42,226 42,218
11,024 12,471 - - 11,024 12,471
44 554 29,870 - - 44,554 29,870
670,037 651,481 148,998 133,066 819,035 784,537
81,794 45,659 108,718 60,369 190,512 106,028

57,500 57,250 (57,500) (57,250) - -
$ 139,294 3 102909 % 51218 § 3,119 $ 190,512 § 106,028




Charlevoix Township

Management’s Discussion & Analysis
January 23, 2015

Revenue sources and changes

Total revenue from all sources totaled $1,009,547, of which $751,831 was from
governmental activities and $257,716 was from business-type activities.

Revenues from governmental activities are comprised of 64.7% from property taxes,
16.3% from state shared revenue and 11.8% from charges for services. Property taxes,
for which there were 3 mills levied for general operations, were the largest source of
revenue for the General Fund.

Expenses

Using a full accrual basis of accounting, the Township spent $670,037 on governmental
activities. This equates to 38.4% on legislative activities, 25.7% on general government,
21.2% on public safety, 6.7% on culture and recreation, 6.3% on health and welfare, 1.7%
on community and economic development, and less than 0.1% on public works.

Business-type Activity Highlights

Business-type activities show an increase in net position of $51,218 on total revenues of
$257,716. The largest source of revenue was from charges for services.

Financiai Analysis of the Township’s Funds

At June 30, 2014, the Township's governmental funds reported cash and cash equivalents
of $944,626, which is $317,124 more than last year. At year-end, investments were
$234,730, which is $303,208 less than last year.

In addition, expenditures in the General Fund exceeded revenues by $77,927, which
decreased the fund balance to $1,173,698.

General Fund Budgetary Highlights

The Uniform Budget Act of the State of Michigan requires that the Board approve the
original budget for the upcoming fiscal year prior to its starting on July 1. Any amendments
made to the operating budget must be approved by the Board prior to the close of the year
on June 30.



Charlevoix Township

Management’s Discussion & Analysis
January 23, 2015

The following schedule shows a comparison of the original fund budget, the final general
fund budget and actual totals from operations:

Criginal Final Variance
Budget Budget Actual Over /(Under)
Total revenues $ 647895 $ 647895 3 751,831 $ 103,036
Total expenditures 1,888,368 1,888,368 887,258 (1,001,110}
Excess of revenues over
(under) expenditures (1,240,473) (1,240,473) (135,427} 1,105,046
Other financing sources 91,627 91,527 57,500 (34,027)

Net change in fund balance $(1,148,946) §$(1,148,946) & (77.927) $§ 1,071,019

Capital Assets

At June 30, 2014, the governmental activities have $1,653,347 in capital assets, net of
accumulated depreciation. During the year, the Township invested $14,352 in fire
equipment, $26,496 in other equipment, $38,886 on building improvements, and $15,961
on recreational land improvements. Additionally, the Township invested $215,354 in
construction in progress for improvements to the recreational park, bike trail and land
improvements along U.S. 31 highway.

Generally, capital assets include all purchases of assets that exceed $1,000. Capital
assets include: land, recreational land improvements, buildings, equipment, furniture and
fixtures, and fire equipment. The Township uses straight-line depreciation for all
depreciable assets.

Long-Term Debt

The Township had no outstanding long-term debt as of June 30, 2014.

Requests for Information

This financial report is designed to provide a general overview of Charlevoix Township’s
finances for all of those with an interest in the township’s finances. If you have questions

concerning this report or requests for any additional financial information, please contact
Charlevoix Township, 12491 Waller Road, Charlevoix, Ml 49720,



Charlevoix Township

Statement of Net Position
June 30, 2014

Governmentali  Business-type
Activities Activities Total
Assets
Current Assets
Cash and cash equivalents $ 944,626 $ 90,240 $ 1,034,866
Investments 234,730 - 234,730
Accounts receivable 20,437 15,047 35,484
Inventory - 7,770 7,770
Prepaid expenses 34,072 - 34,072
Option deposit on property 7,500 - 7,500
Due from other funds 834 - 834
Total current assets 1,242,199 113,057 1,355,256
Neoncurrent Assets
Capital assets 3,501,549 3,530,058 7,031,607
Less accumulated depreciation (1,848,202} (1,692,354) (3,540,556)
Total noncurrent assets 1,653,347 1,837,704 3,491,051
Total assets 2,895,546 1,850,761 4,846,307
Liabilities and Net Position
Current Liahilities
Accounts payable 62,863 2,783 65,646
Accrued payroll taxes 5,428 - 5,428
Due to other funds 210 - 210
Total liabilities 68,501 2,783 71,284
Net Position
Invested in capita! assets 1,653,347 1,837,704 3,491,051
Unrestricted 1,173,698 110,274 1,283,972
Total net position $ 2,827,045 $ 1,947,978 $ 4,775,023

The accompanying notes are a part of the financial statements,

-9-



Charlevoix Township

Statement of Activities
For The Year Ended June 30, 2014

Net Revenue {(Expense) and Change in Net

Program Revenues Position
Operating Capital
Charges for Grants & Grants & Governmental Business-type
Expenses Services Contributions  Contributions Activities Activities Total
Governmental Activities
Legislative $ 257517 $ - 3 - 3 - 5 (257,517) $ - 3 (257.517)
General government 172,434 9,375 - - (163,059) - (163,059)
Public safety 142,116 78,972 - - (63,144) - (63,144)
Public works 166 - - - (166) - (166)
Health and welfare 42,226 - - - {42,226) - (42,226)
Community and economic development 11,024 270 - - {10,754) - (10,754)
Recreation and culture 44 554 - - 44 308 (246) - (246)
Total government activities 670,037 88,617 - 44 308 (637,112) - (5837,112)
Business-Type Activities
Water 148,998 257,691 - - - 108,693 108,693
Total Primary Government 3 819,035 $ 346,308 3 - $ 44 308 (537,112) 108,693 {(428,419)
General Revenues:
Property taxes 486,626 - 486,626
State shared revenues 122,923 - 122,923
Interest 340 25 365
Other 9,017 - 9,017
Transfers - internal activity 57,500 {57,500) -
Total general revenues and transfers 676,408 {57 475) 618,931
Change in net position 139,204 51,218 190,512
Net position - July 1, 2013 2,687,751 1,893,851 4,581,602
Net position - June 30, 2014 $ 2,827,045 $ 1,945,069 $ 4772114

The accompanying notes are a part of the financial statements.
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Charlevoix Township

Governmental Funds
Balance Sheet
June 30, 2014

Assels General

Cash and cash equivalents $ 944626
Investments 234,730
Accounts receivable 20,437
Prepaid expenses 34,072
Purchase option on property 7,500
Due from other funds 834

Total assets $ 1,242,199

Liahilities & Fund Balances

Liabilities,
Accounts payable 3 62,863
Accrued payroll taxes 5,428
Due fo other funds 210
Total liabilities 68,501
Fund Balances:
Nonspendable, prepaid items 34,072
Assigned 32,937
Unassigned 1,106,689
Total fund balances 1,173,698
Total liabilities & fund balances 3 1,242,199

The accompanying notes are a part of the financial statements.
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Charlevoix Township

Governmental Funds
Reconciliation of the Governmental Fund Balances of
Governmental Activities to the Statement of Net Position

June 30, 2014

Total fund balance - governmental funds $ 1,173,698

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 governmental funds
balance sheet.

Cost of capital assets 3,501,549
Accumulated depreciation (1,848,202)
Total net position - governmental activities $ 2,827,045

The accompanying notes are a part of the financial statements.

-12-



Charlevoix Township

Governmental Funds
Statement of Revenues, Expenditures, and Changes in Fund Balance
For The Year Ended June 30, 2014

General
Revenues:
Property taxes $ 486,626
State shared revenue 122,923
State grants 18,308
Licenses and permits 270
Charges for services 88,347
Interest 340
Donations and grants 26,000
Other 9,017
Total revenues 751,831
Expenditures:
legislative 257,517
General government 159,648
Public safety 96,444
Public works 166
Health and welfare 42 226
Community and economic development 11,024
Recreation and culture 9,184
Capital outlay 311,048
Total expenditures 887,258
Deficiency of Revenues Over Expenditures (135,427)
Other Financing Sources:

Transfers in 57,500
Net change in fund balance (77,927)
Fund balance - July 1, 2013 1,251,625
Fund balance - June 30, 2014 $ 1,173,698

The accompanying notes are a part of the financial statements.
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Charlevoix Township

Governmental Funds
Reconciliation of the Statement of Revenues,
Expenditures and Changes in Fund Balance of

Governmental Funds to the Statement of Activities
For The Year Ended June 30, 2014

Net change in fund balance - governmental funds $ (77,927)

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

Capital outlays are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assets
is depreciated over their estimated useful lives 311,048

Depreciation expense is recorded in the statement of activities but not
the governmental fund financial statements {93,533}

Changes in net position - governmental activities 3 138,589

The accompanying notes are a part of the financial statements.
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Charlevoix Township

Assets

Current Assets:

Cash and cash equivalents

Accounts receivable

Due from other funds

Inventory

Total current assets

Noncurrent Assets:

Capital assets

Accumulated depreciation

Total noncurrent assets

Total assets

Liabilities and Net Position

Current Liabilities,
Accounts payahle

Net Position;
Invested in capital assets

Net position - unrestricted

Total net position

The accompanying notes are a part of the financial statements.

Proprietary Fund
Statement of Net Position
June 30, 2014

Water

3 90,240
15,047

210

7,770
113,267
3,530,058
(1,692,354)
1,837,704

1,950,971

2,783

1,837,704
110,484

$ 1,948,188



Charlevoix Township

Proprietary Fund
Statement of Revenues, Expenditures and Changes in Net Position
For The Year Ended June 30, 2014

Water
Operating Revenues:
Water sales $ 221,609
Connection fees 8912
Rental income 35,170
Total revenues 257,691
Cost of Goods Sold,
Connection expenses 8,488
Gross profit 249,203
Operating Expenses:
Professional services 4,294
Depreciation 78,863
Utilities 28,176
Repair and maintenance 24,004
Other 5173
Total operating expenses 140,510
Income from operations 108,693
Nonoperating Revenue,
Interest income 25
Income before transfers 108,718
Other Operating Uses,

Transfers out (57,500}
Net Change in Net Position 51,218
Net position - July 1, 2013 1,896,970
Net position - June 30, 2014 $ 1,048,188

The accompanying notes are a part of the financial statements.
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Charlevoix Township

Proprietary Fund
Statement of Cash Flows
For The Year Ended June 30, 2014

Enterprise
CASH FLOWS FROM OPERATING ACTIVITIES:

Fees and services $ 224,533

Rental income 35170

Payments for goods and services (125,546)

Net cash provided by operating activities 134,157
CASH FLOWS FROM INVESTING ACTIVITIES:
Fixed asset acquisitions $ (66,750)
Interest earned 25
Net cash used by investing activities (66,725)
CASH FLOWS FROM NONOPERATING FINANCING ACTIVITIES,

Transfers to other funds (57,500)
NET INCREASE IN CASH AND CASH EQUIVALENTS 9,932
CASH AND CASH EQUIVALENTS, July 1, 2013 80,308
CASH AND CASH EQUIVALENTS, June 30, 2014 $ 80,240
COMPONENTS OF CASH AND CASH EQUIVALENTS,

Unrestricted 3 90,240

RECONCILATION OF OPERATING INCOME TO

NET CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income $ 108,693
Adjustments to reconcile operating income to net cash

pravided by operating activities

Depreciation 78,863
Decrease in accounts receivable 2,222
increase in amounts due from other funds (210)
Decrease in amounts due to other funds (56,290)
Increase in accounis payable 879

Net cash provided by operating activities $ 134,157

The accompanying notes are a part of the financial statements.
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Charlevoix Township

Assets
Cash

Liabilities
Due to other funds

The accompanying notes are a part of the financial statements.
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Fiduciary Fund
Statement of Net Position
June 30, 2014

$ 834

$ 834



Charlevoix Township

Fiductary Fund
Statement of Changes in Fiduciary Net Position
For The Year Ended June 30, 2014

Additions:
Property tax collections for:
Primary government 3 447 590
Cther governments 4,650,775
Total additions 5,098,365
Deductions:
Property Tax Distributions to:
Primary government 447,590
Other governments 4,650,775
Total deductions 5,098,365

Change in net position -

Fiduciary net position - July 1, 2013 -

Fiduciary net position - June 30, 2014 $ -

The accompanying notes are a part of the financial statements.
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Charlevoix Township

Notes To Financial Statements
For The Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Charlevoix Township (Township) conform to accounting
principles generally accepted in the United States of America (GAAP) as applicable to
governmental units. The following is a summary of the significant accounting policies used
by the Charlevoix Township.

A. Reporting Entity

The Township operates under a Board-Supervisor form of government and provides the
following services: public safety (fire), zoning, and general administrative services.

In accordance with generally accepted accounting principles and Governmental
Accounting Standards Board (GASB) Statement No. 14, The Financial Reporting Entity,
these financial statements present the Local Unit (primary government). The criteria
established by the GASB statements for determining the reporting entity includes oversight
responsibility, fiscal dependency, and whether the financial statements would be
misleading if data were not included. Based on these criteria, the Township has no
component units.

B. Government-Wide and Fund Financial Statements

The government-wide financial statemenis (i.e. the Statement of Net Position and the
Statement of Changes in Net Position) report information on all of the non-fiduciary
activities of the primary government. For the most part, the effect of interfund activity has
been removed from these statements. Governmental activities, normally supported by
taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for services.

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

Separate financial statements are provided for governmental funds, proprietary funds and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the fund financial statements.

-20-



Charlevoix Township

Notes To Financial Statements
For The Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the full accrual basis of accounting, as are the proprietary fund
and 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.

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 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, expenditures relating to compensated absences, 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 1o be available only when
cash is received by the government.

General Fund — The General Fund is the general operating fund of the Township. It
is used to account for all financial resources except those that are required to be
accounted for in another fund.

Proprietary Fund — The Proprietary Fund is used to account for operations (a) that
are financed and operated in a manner similar to private business enterprises —
where the intent of the governing body is that the costs (expenses, including
depreciation) of providing goods or services to the general public on a continuing
basis be financed or recovered primarily through user charges; or (b) where the
governing body has decided that periodic determination of revenues earned,
expenses incurred, and/or net income is appropriate for the capital maintenance
public policy, management confrol, accountability, or other purposes.

Fiduciary Fund — The Fiduciary Fund is used to account for assets held by the
Township in a trustee capacity or as an agent for individuals, private organizations,
other governments and/or other funds. Fiduciary Funds are custodial in nature
(assets equal liabilities) and do not involve measurement of results of operations.

.21



Charlevoix Township

Notes To Financial Statements
For The Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. Assets, Liabilities, and Net Assets or Equity
Cash and cash equivalents

Cash and cash equivalents include amounts held in bank accounts and money markets.
Cash deposits and money market funds are reported at carrying amount, which reasonably
estimates fair value.

Receivables and Payables

Activities between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred o as “due to/from other funds”.

Inventory

Inventory included in the Proprietary Fund is valued at the lower of cost (first-in, first-out) or
market.

Capital Assets

Capital assets, which include property, plant and equipment, are reported in the applicable
governmental or business-type activities column in the government-wide financial
statements. Capital assets are defined by the government as assets with an initial
individual cost of more than $1,000 and an estimated useful life in excess of two years.
Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the
date of donation.

Property, plant and equipment are depreciated using the straight-line method over the
following useful lives.

Buildings & Improvements 20-40 years
Furniture & Fixtures 10 years
Equipment 5-10 years
Recreational Land Improvements 30 years
Safety Equipment 20 years
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Charlevoix Township

Notes To Financial Statements
For The Year Ended June 30, 2014

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

All proprietary funds are accounted for on a cost of services or “capital maintenance”
measurement focus. This means that all assets and all liabilities (whether current or
noncurrent) associated with their activity are included in their balance sheets. Their
reported fund equity (position) is segregated into investment in capital assets and
unrestricted net position components. Proprietary fund type operating statements present
increases (revenues) and decreases (expenses) in total net position.

Depreciation of all exhaustible fixed assets used by the proprietary fund is charged as an
expense against its operations. Accumulated depreciation totais $1,692,354 in the
proprietary fund balance sheet. Depreciation has been provided over the estimated useful
lives using the straight-line method. The estimated useful lives are as follows:

Buildings 20 years
Plant and Equipment 15-60 years

Long-term Obligations
As of June 30, 2014, the Township has no outstanding long-term debt.
Fund Equity

The Township has implemented GASB Statement 54 “Fund Balance Reporting and
Governmental Fund Type Definitions”. This Statement provides more clearly defined fund
balance categories to make the nature and extent of the constraints placed on a
government'’s fund balance more transparent.

The following classifications describe the relative strength of the spending constraints
placed on the purposes for which resources can be used:

» Nonspendable fund baiance — amounts that are not in a spendable form (such as
prepaid expenses) or are required to be maintained intact;

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

+ Committed fund balance — amounts constrained to specific purposes by a
government itself, using its highest level of decision-making authority; to be reported
as committed, amounts cannot be used for any other purpose unless the
government takes the same highest level action to remove or change the constraint;
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Charlevoix Township

Notes To Financial Statements
For The Year Ended June 30, 2014

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

¢ Assigned fund balance — amounts a government intends to use for a specific
purpose; intent can be expressed by the governing body or by an official or body to
which the governing body delegates the authority;

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

Use of Estimates

The Township used estimates and assumptions in preparing financial statements in
accordance with generally accepted accounting principles. Those estimates and
assumptions affect the reported amounts of asseis and liabilities, the disclosure of
contingent assets and liabilities, and the reported revenues and expenditures. Actual
results could vary from the estimates that were assumed in preparing the financial
statements.

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
Budgets and Budgetary Accounting

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

1. Prior to June 15, the Township Board submits a proposed operating budget for the
fiscal year commencing the following July 1. The operating budget includes
proposed expenditures and the means of financing them.

2. Public hearings are conducted at the Township Hall to obtain taxpayer comments.

3. Prior to June 30, the budget is legally enacted.

4. The Treasurer is authorized to transfer budgeted amounts between departments
within any fund; however, any revisions that alter the total expenditures of any fund

must be approved by the Township Board.

5. Formal budgetary integration is employed as a management control device during
the year for the General Fund.

6. All budgets are adopted on a basis consistent with generally accepied accounting
principles.
7. Appropriations expire at the end of the fiscal year.
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Charlevoix Township

Notes To Financial Statements
For The Year Ended June 30, 2014

NOTE 2 — STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (Continued)

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

Excess of Expenditures over Appropriations in Budgeted Funds

The Uniform Budgeting and Accounting Act, PA 2 of 1968, as amended, (MCL 141.421 et
seq.) provides that a local governmental unit shall not incur expenditures in excess of the
amount appropriated. During the year, the Township did not incur expenditures in the
General Fund in excess of amounts appropriated. The Township's budgeted and actual
expenditures have been shown on a function basis.

Accumulated Fund Deficits

The Charlevoix Township had no funds with an accumulated fund balance/retained
earnings deficit at June 30, 2014.

NOTE 3 — DEPOSITS AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authorizes the Local Unit to deposit and invest
in the accounis of federally insured banks, credit unions, and savings and loan
associations; 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 obligation repurchase agreements; banker's acceptance of United States banks;
commercial paper rated within the fwo 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. Financial institutions eligible for deposit of public funds must maintain an office
in Michigan.

Cash and Cash Equivalents — At June 30, 2014, the carrying amount of the Township's
cash and cash equivalents was $944,626 for governmental activities and $90,240 for
business-type actlivities.

Investments — The Township’s investments are made up of United States Treasury mutual
funds with a fair market value of $234,730.

Insurance — Of the cash and cash equivalent balances, $541,442 was insured by the
Federal Depository Insurance Corporation, and the Securities Investor Protection
Corporation. The remaining $493,424 was uninsured and uncollateralized. State statutes
prohibit security in the form of collateral, surety bonds or another form to be taken for the
deposit of public funds. The Township may experience significant fluctuations in deposit
balances during the year.
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Charlevoix Township

NOTE 4 — PROPERTY TAXES

Notes To Financial Statements
For The Year Ended June 30, 2014

Property taxes are levied on July first and December first and are payable on September
fourteenth and February fourteenth, respectively. Property tax revenues are recognized

when levied.

The Township levied 3 mills for general operations on state taxable valuation of

$157,761,317 on the 2013 tax roll.

The Township also bills and collects taxes for other governmental units, which are

accounted for in an Agency Fund.

NOTE 5 — CAPITAL ASSETS

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

Balance at Balance at
July 1, 2013 Additions Transfers Disposals  June 30, 2014

Capital assets not being depreciated

Land 5 6,134 % - $ - 5 - $ 6,134

Construction in progress 609,381 215,354 (537,479) - 287,256
Total capital assets not being depreciated 615,515 215,354 (537,479) - 293,390
Capital assets being depreciated

Buildings & Improvements 161,605 38,886 - - 200,491

Equipment & Furniture 60,954 - - - 60,954

Equipment 282,720 26,496 - - 309,216

Recreation 926,730 15,961 537,479 - 1,480,170

Safety Equipment 1,142,976 14,352 - - 1,157,328
Total capital assets 3,190,500 311,049 - - 3,501,549

Less accumulated depreciation (1,754,374) {93,828) - - {1,848,202)
Total net capital assets $ 1,436,126 $ 217,221 & - $ - $ 1,653,347

Depreciation expense was charged to the Township's functions as follows:

General Government

Public Safety
Recreation

$ 12,786
45,672
35,370

$ 93,828
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Charlevoix Township

Notes To Financial Statements
For The Year Ended June 30, 2014

NOTE 5 - CAPITAL ASSETS (Continued)

Following is a summary of Water Fund assets at June 30, 2014:

Capital assets not being depreciated

Land
Construction in progress

Total capital assets not being depreciated

Capital assets being depreciated
Building
Wells and wellhouses
Equipment
Water lines
Storage tanks

Total assets
Less accumulated depreciation

Total net capital assets

Balance at Balance at
July 1, 2013 Additions Transfers Disposals June 30, 2014
$ 15,680 $ - $ - $ - $ 15,680

2,800 - (2,800) - -
18,480 - {2,800) - 15,690
54,224 - - - 54,224

1,171,869 5,285 - - 1,177,154
268,716 - - - 268,716
1,001,403 - - - 1,001,403
948,608 61,465 2,800 - 1,012,871
3,463,308 66,750 - - 3,530,058
{1,613,491) {78,863) - - {1,692,354)
$ 1,849,817 $ (12,113) b - $ - $ 1,837,704

NOTE 6 —- RECEIVABLES & PAYABLES

Interfund receivables and payables of the individual funds are as follows:

interfund Interfund

Receivables Payables

General Fund $ 830 $ 210

Tax Fund - 830
Water Fund 210 -

Total $ 1,040 $ 1,040

NOTE 7 — RISK MANAGEMENT

The Township is exposed to various risks of loss related to torts, theft of, damage to and
destruction of assets; error and omissions; injuries to employees and natural disasters.

The Township belongs to the Michigan Township Participating Plan, which currently
operates as a common risk management and insurance program for various municipalities
throughout the state. The Township pays an annual premium for its general insurance and

workman's compensation coverage.
premiums and 100 percent reinsures through commercial companies.
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Charlevoix Township

Notes To Financial Statements
For The Year Ended June 30, 2014

NOTE 8 — FUND EQUITY RESERVATIONS

The General Fund has $41,572 of prepaid expenses that have been classified as
nonspendable. The Township has assigned $32,937 of its fund balance for land
improvements to be made along U.S. 31 highway.

NOTE 9 - PENSION PLAN

The Township has a defined contribution plan covering its full time employees. The Board
approved a 6 percent contribution of each covered employee’s wages to the plan. The net
pension expense for the fiscal year ended June 30, 2014, was $8,212.

NOTE 10 - DATE OF MANAGEMENT'S REVIEW

In preparing the financial statements, the Township has evaluated events and transactions
for potential recognition or disclosure through January 21, 2015, the date that the financial
statements were available to be issued.

NOTE 11 — PREPAID LAND PURCHASE OPTION

The Township has purchased an option on land for $7,500. If the option is exercised, then
the purchase price is $94,400, with a credit for the consideration of the option. The option
expires on October 30, 2016, and the option would be forfeited if not exercised.

NOTE 12 - COMMITMENTS

The Township has contracted for recreation improvements to the playground and bike trail
and land improvements along U.S. 31 highway for approximately $227,000 and road
maintenance totaling $10,900. The Township also approved the purchase of a new truck
for $25,270.
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Charlevoix Township

Revenues:
Property taxes
State shared revenue
State grants
Charges for services
Licenses and permits
Interest
Donations and grants
Other

Total revenues

Expenditures:
Legislative
Township Board
Salaries
Payroll taxes
Health insurance
Pension
Insurance
Office supplies

Printing and publishing
Professional services

Other expenses
Total legislative

General Government

Township Supervisor

Salary
Travel

Total township supervisor

Elections
Salary
Supplies

Printing and publishing

Other expenses

Total elections

Governmental Funds
Statement of Revenues, Expenditures and Changes in Fund Balances
Budgetary Comparison
For The Year Ended June 30, 2014

Variance with

Original Final Final Budget
Budget Budget Actual Over (Under)
$ 475,520 3 475520 $ 486,626 $ 11,106
80,000 80,000 122,923 42,923

- - 18,308 18,308

87,375 87,375 88,347 972

- - 270 270

5,000 5,000 340 {4,660)

- - 26,000 26,000

- - 9,017 9,017

847,895 647,895 751,831 103,936
155,000 155,000 133,078 (21,922}
22,000 22,000 10,735 (11,265)
30,000 30,000 24,331 {5,669)
9,000 8,000 8,212 (788)
50,000 50,000 46,314 {3,686)
15,000 15,000 6,084 {8,916)
5,000 5,000 1,378 (3,622)
30,000 30,000 12,045 {17.955)
10,500 10,500 15,340 4,840
326,500 326,500 257,517 (68,983)
25732 25,732 25,732 -
500 500 500 -
26,232 26,232 26,232 -
5,000 5,000 1,215 (3,785)
500 500 157 {343)
500 500 176 (324)

500 500 68 (432)
8,500 6,500 1,616 {4,884)
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Charlevoix Township

Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances
Budgetary Comparison

For The Year Ended June 30, 2014

Variance with

Original Final Final Budget
Budget Budget Actual Over {Under)
Township Assessor
Contracted services 25,000 25,000 21,312 {3,688)
Supplies 500 500 - (500)
Total assessor 25,500 25,500 21,312 {4,188)
Township Clerk
Salary 24,568 24,568 24,568 -
Assistant to Clerk 6,000 6,000 3,764 (2,236)
Supplies 6,200 6,200 990 (5,210)
Travel 500 500 500 -
Total township clerk 37,268 37,268 29,822 (7,446)
Township Board of Review
Salaries 2,000 2,000 1,750 (250)
Township Treasurer
Salary 21,067 21,067 21,067 -
Office supplies 7,600 7,000 2,558 {4,442)
Travel 875 875 875 -
Total township treasurer 28,042 28,942 24 500 (4,442)
Township Hall
Telephone 6,500 6,500 3,592 (2,908)
tilities 5,000 5,000 2,844 (2,156)
Supplies 8,000 6,000 100 (5,900}
Repairs and maintenance 14,000 14,000 6,193 (7,807)
Total township hall 31,500 31,500 12,729 (18,771)
Grounds and Equipment
Operating supplies 15,000 15,000 10,566 (4,434)
Repairs and maintenance 25,000 25,000 31,121 6,121
Total grounds and equipment 40,000 40,000 41 687 1,687
Total General Government 197,942 197,942 159,648 (38,294)
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Charlevoix Township

Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances
Budgetary Comparison

For The Year Ended June 30, 2014

Variance with

Original Final Final Budget
Budget Budget Actual Over (Under)
Public Safety
Fire Department
Services 35,000 35,000 37,847 2,847
Operating supplies 9,000 9,000 9,113 113
Telephone 2,000 2,000 1,991 {9)
Repairs and maintenance 30,000 30,000 37,377 7,377
Utilities 3,000 3,000 3,000 -
Training 10,000 10,000 2,572 (7,428)
Other expenses 10,000 10,000 4,544 (5,456)
Total public safety 99,000 99,000 96,444 {2,556)
Public Works
Road improvements 100,000 100,000 - {100,000)
Professional services 10,000 10,000 - (10,000)
Road maintenance 50,000 50,000 166 (49,834)
Total public works 160,000 160,000 166 (159,834)
Health & Welfare
Ambulance 45,000 45,000 42,226 (2,774)
Community and Economic Development
Zoning Board
Salary 12,000 12,000 9,404 (2,5886)
Professional services 3,000 3,000 574 (2,426)
Cther expenses 2,500 2,500 1,046 (1,454)
Total community and economic development 17,500 17,500 11,024 (6,476}
Recreation and Culture
Utilities 5,000 5,000 2,588 {2,412)
Repairs and maintenance 10,000 10,000 5,596 (3,404)
Total recreation and culture 15,000 15,000 9,184 {5,816)
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Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances
Budgetary Comparison

For The Year Ended June 30, 2014

Variance with

Original Final Final Budget
Budget Budget Actual Over (Under)
Capital Outlay

Fire equipment 95,000 95,000 14,352 (80,648)

Equipment 30,000 30,000 26,496 (3,504)

Building improvements - - 38,886 38,886

Recreation land improvements 100,000 100,000 15,961 (84,039)

Construction in progress 802,426 802,426 215,354 (587,072)

Total capital outlay 1,027,426 1,027,426 311,049 (716,377}
Total expenditures 1,888,368 1,888,368 887,258 {1,001,110)
Excess (Deficiency)} of Revenues
Over Expenditures (1,240,473) {1,240,473) (135,427) 1,105,046
Other Financing Sources,

Transfers in 91,627 91,527 57,500 {34,027}
Net change in fund balance (1,148,9486) (1,148,946) {77,927) 1,071,019
Fund balance - July 1, 2013 1,251,625 1,251,625 1,251,625 -
Fund balance - June 30, 2014 $ 102,679 $ 102679 $1,173,698 $ 1,071,019
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MASON, KAMMERMANN & ROHRBACK, P.C.

Certified Public Accountants

Velda K. Kammermann Established 1988
Todd P. Rohrback www.northmicpa.com

Corey R. Bascom

January 23, 2015

To the Board of Trustees
Charlevoix Township

We have audited the financial statements of the governmental activities, the business-
type activities, and the major fund of Charlevoix Township for the year ended June 30, 2014.
Professional standards require that we provide you with the following information related to our
audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

Our responsibility, as described by professional standards, is to express opinions about
whether the financial statements prepared by management with your oversight are fairly
presented, in all material respects, in conformity with U.S. generally accepted accounting
principles. Our audit of the financial statements does not relieve you or management of your
responsibilities.

Generally accepted accounting principles provide for certain required supplementary
information (RSI) to supplement the basic financial statements. Our responsibility with respect
to the management’s discussion and analysis and the budgetary comparison schedules, which
supplement the basic financial statements, is to apply certain limited procedures in accordance
with generally accepted auditing standards. However, the RSI will not be audited and, because
the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance, we will not express an opinion or provide any assurance on the RSI.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies.
The significant accounting policies used by Charlevoix 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 they year. 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.
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Difficulties Encountered in Performing the Audit

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

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements
identified during the audit, other than those that are clearly trivial, and communicate them to the
appropriate level of management. Management has corrected all such misstatements. Material
misstatements detected as a result of audit procedures were unrecorded depreciation, accounts
payable and fixed asset classifications.

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 January 23, 2015.

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
Township’s auditors. However, these discussions occurred in the normal course of our
professional relationship and our responses were not a condition to our retention.

We applied certain limited procedures to the management’s discussion and analysis and
the budgetary comparison schedules, which are required supplementary information (RS!) that
supplements the basic financial statements. Our procedures consisted of inquires of
management regarding 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 did not
audit the RSI and do not express an opinion or provide any assurance on the RSI.
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This information is intended solely for the use of the Board of Trustees and management
of Charlevoix Township and is not intended to be and should not be used by anyone other than
these specified parties.

Very truly yours,

Hason, Rammenmann
& Zotnback, PC



MASON, KAMMERMANN & ROHRBACK, P.C.

Certified Public Accountants

Velda K. Kammermann Established 1988
Todd P. Rohrback www.northmicpa.com

Corey R. Bascom

January 23, 2015

To the Township Board
Charlevoix Township
Charlevoix, Michigan

In planning and performing our audit of the financial statements of the governmental
activities, the business-type activities, and the major fund of Charlevoix Township as of and for the
year ended June 30, 2014, in accordance with auditing standards generally accepted in the United
States of America, we considered Charlevoix 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 on 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 been identified. However, as discussed below, we identified
certain deficiencies in internal controi 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 entity’s financial statements will not be prevented, or
detected and corrected, on a timely basis. We consider the following deficiencies in Charlevoix
Township's internal control to be material weaknesses:

Segregation of Duties

A properly designed system of internal control segregates the accounting responsibilities
from employees who have access to physical assets, such as cash, investments and payroll, from
authorization and approval of transactions and account reconciliations. The small size of the
administrative staff precludes a complete segregation of duties resulting in more than a remote risk
that material misstatements could occur and not be detected during normal activities.
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Preparation of Financial Statements

During the course of our audit, it was noted employees and/or management have limited
technical expertise to prepare the Township's financial statements and notes to the financial
statements in accordance with accounting principles generally accepted in the United States of
America. The preparation of the Township’s financial statements and footnotes is the responsibility
of management. Management is also responsible for establishing, maintaining, and monitoring
internal controls, and for the fair presentation in the financial statements of financial position,
results of operations, and cash flows, including the notes to the financial statements, in conformity
with accounting principles generally accepted in the United States of America.

The Township, as is common with smaller entities, has historically relied on its independent
external auditors to assist in the preparation of the government-wide financial statements and
footnotes as part of its external financial reporting process. Accordingly, the Township's ability to
prepare financial statements is based, in pari, on its reliance on external auditors who cannot, by
definition, be considered part of the government’s internal controls.

The result of this condition is that the Township lacks internal controls over the preparation
of financial statements in accordance with accounting principles generally accepted in the United
States of America, and instead relies, in part, on its external auditors for assistance with this task.

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

Sincerely,

Havon, Rammermann
& Zotnback, PlC



