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MANAGEMENT’S DISCUSSION AND ANALYSIS



' CHIKAMING TOWNSHIP

13535 Red Arrow Hwy., P.O. Box 40, Harbert, MI 49115
269.169.1676 phone  269.469.4416 fax  www.chikamingtownship.org

MANAGEMENT '3 DISCUSSION AND ANALYSIS

As management of Chikaming Township, we present to the
readers of the Township's financial statements this overview
and analysis of the financial activities of Chikaming Township
for the fiscal year ended March 31, 2009, We encourage you to
consider the information presented in these financial statements
along with the additional information that has been furnished in

this letter.

FINANCIAL EIGHLIGHTS:

The assets of the Township exceeded its liabkilities at
March 31, 2009 by $15,886,377 (net assets), an increase
of $29,255 over the priocr fiscal year. Of this amount,
$6,419,275 (unrestricted net assets) may be used to neet
the Township's ongeing obligations to citizens and

creditors.

As of March 31, 2009, the Township's Covernmental Funds
reported combined ending fund balances of $1,421,021, an
increase of $188,278 over the prior fiscal year. The
unreserved fund balance of $1,398,504 (98% of total) is
available for spending at the Township's discretion.

As of March 31, 2009, the Township's Proprietary Funds
reported combined total net assets of $10,128,772, =z
decrease of $227,504. The unrestricted net assets total

was $5,093,268.
OVERVIEW OF THE FINANCIAL STATEMENTS:

This discussion and analysis is intended to serve as an
introduction to the Township's basic financial staztements.
Chikaming Township's basic financial statements are comprised
of three components: (1) Government-wide financial statements,
(2) Fund financial statements, and (3) Notes to financial
statements. This report also contains other suppiementary
information in addition to the basgic financial statements.

Government-wide Financial Statements

The Government-wide financial statements are designed to
provide the reader with a broad overview of the Township's
finances. These statements are similar to these of a private

sector business.



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

deteriorating.

The statement of activities presents infermation showing
how the Township's net assets changed during the fiscal year.
A11 changes in net assets are reported when the event giving
rise to the change occurs, regardless of the timing of related
cash flows. Thus, revenues and expenses are raeperted in this
statemant for some items that will conly result in cash flows
in the future fiscal periods (e.g., uncollected taxes).

Both of the Government-wide financial statements mentioned
above distinguish functions of the Township that are principally
supported by taxes and intergovernmental revenues (governmental
activities) frem other functions that are intended to recover
all or a significant portion of their costs through user fees
and charges (business-type activities). The governmental
activities of Chikaming Township include general government,
public safety, public werks and the Park Commission. The
business-type activities are the water and sewer systems.

The Government-wide financial statements can be found on
pages 3 to 5 of this report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to
maintain contrel over rescurces that have been segregated for
specific activities or objectives. Chikaming Township., like
cther state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legatl
requirements. All of the funds of the Township can be divided

into three categories:
Governmental Funds:

Governmental Funds are used to account for essentially the
same functions reported as governmental activities in the
Government-wide financizl statements. Hewever, unlike the
Government-wide financial statements, Covernmental Fund
financial statements focus on current resources and uses

of spendable rescources, as well as on balances of spendable
resources available at the end of the fiscal year. Such
information may be useful in evaluating a governmental
entity's short-term financing requirements.

i1



Because the focus of CGovernmental Funds is narrower than
that of the Government-wide financial statements, it is
useful to compare the information presented for Governmental
Funds with similar information presented for governmental
gactivities in the Government-wide financial statements. By
doing so, readers may better understand the long-term impact
of the government's sheort-term financing decisions. Both
the Governmental Funds balance sheet and the Governmental
Funds statement of revenues, expenditures and changes in
fund kalances provide a reconciliation te facilitate this
comparison between the Governmental Funds and governmental

activities.

Chikaming Township maintains three individual Governmental
Funds. Information is presented separately in the
Governmental Funds balance sheet and in the Governmental
Funds statement of revenues, expenditures and changes

in fund balances for the General Fund, the Building
Inspection Fund (Special Revenue Fund), and the Fokagon
Grant Fund {Special Revenue Fund} which are considered

major funds.

Chikaming Township adopts an annual appropriated budget

for the major funds. A budgetary comparison statement

has been provided for the General Fund, the Building
Inspection Fund (Special Revenue Fund), and the Pckagon
Grant Fund (Special Revenue Fund} to demonstrate cempliance
with the budget.

The basic Governmental Funds can be found on pages 6 to 9
of this report.

Proprietary Funds:

The Township maintains two Proprietary Type Funds; the

Water Fund and the Sewer Fund. These Enterprise Funds are
used to report the same functions presented as business-type
activities in the Government-wide financial statements.

The Proprietary Funds provide the same type of information
as the Government-wide financial statements, only in more
detail. The Proprietary Funds financial statements provide
separate information for the Water and Sewer Funds which
are considered to be major funds of Chikaming Township.

The basic Preoprietary Funds can be found on pages 10 to 14
of this report.



Fiduciary Fund:

The Fiduciary Fund is used to accocunt for rescurces held
for the benefit of parties outside the Township. Fiduciary
funds are not reflected on the Government-wide financial
statements because the resources from those funds are

not available to support the Township's programs. The
accounting method used for the Fiduciary Fund is much like
that used for the Proprietary Funds.

The basic Fiduciary Fund can be found on page 15 of this
report,

Notes to Financial Statements

The notes provide additional information that is essential
tc a full understanding of the data provided in the Gaovernment-
wide and Fund financial statements. The reader is encouraged to
include the reading of this section in any attempt to analyze
and understand these statements.

The Notes to Financial Statements can be found on pages 16
to 35 of this report.

GOVEENMENT-WIDE FINANCIAL ANALYSIS:

The first table presented is a summary ef the Government-—
wide statement of net assets for Chikaming Township. As stated
earlier, net assets may serve over time as a useful indicator of
a gevernment's financial position. As of March 31, 2009, the
Township's net assets exceeded liabilities by $15,886,377.

A large portion of Chikaming Township's net assets
(54%) reflects its investment in capital assets (e.g., land,
buildings, equipment and utility systems), less any related
debt used to acguire those assets that is still outstanding.
Chikaming Township uses those capital assets to provide services
to citizens: conseguently, these assets are not available for
future spending. Although the Township's investment in its
capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets
themselves cannot be used to liguidate these liabilities.
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CHIKAMING TOWNSHIP
SUMMARY OF STATEMENT OF NET ASSETS

as of March 31, 2009

Governmental Business-Type

Activities Activities Total
Current and other
assets $1,431,169 £ 656,420,144 £ 7,851,313
Capital assets, net 4,354,115 5,946,107 10,300,222
Total assets 5,785,284 12,366,251 18,151,535
Long-term liabilities :
outstanding 117,531 1,789,962 1,907,493
Other liakilities 10,148 447,517 457,665
Total liakilities 127,679 2,237,479 2,365,158
Net assets:
Invested in capital
assets, net of
related debt 4,354,115 4,192,912 8,547,027
Restricted 22,517 842,592 BE5,100
Unrestricted 1,280,973 5,093,268 6,374,241
Total net assets 35,657,605 $10,128,772 $15,786,377

A pertion of Chikaming Township's net assets (5.4%) represents
resources that are subject to external restrictions on how they may
be used. The remaining balance of unrestricted assets ($6,374,241}
may be used to meet the government's ongoing obligaticns to citizens

and creditors.

At the end of the current fiscal year, the Township was able
to report positive balances in all three categories of net assets,
both for the government as a whole, as well as for its separate
governmental and business-type activities. The sawme situation heid
true for the prior fiscal year ended March 31, 2008.



CHIKAMING TOWNSHIP
SUMMARY OF CHANGES IN NET ASSETS

for the year ended March 21, 2009

Governmental Business-Type

Activities Activities Total
Ravenues:
Program revenues:
Charges for services & 427,987 4 1,852,296 ¥ 2,280,263
General revenues:
Property taxes 882,987 - 882,987
State-shared revenues 261,265 - 261,265
Interest and rentals 49,538 74,142 124,080
Gain from Joint
Venture - 6,920 6,920
Grant income 83,100 - 83,100
Other 200 - 200
Total revenues 1,705,457 1,933,358 3,638,815
Expenses:
General government 369,184 - 399,184
Public safety 1,005,966 - 1,005,966
Public works 60,856 - 60,856
Fark Commissgion 82,694 - 82,694
Public utility funds - 2,160,862 2,160,862
Total expenses 1,548,700 2,160,862 3,709,562
Changes in net assets 156,757 (227,504) {70,747)
Net assets, bkeginning
of year 5,500,848 10,356,276 15,857,124
Net assets, end of year 5,657,605 $10,128,772 $15,786,377
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FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS:

Lz noted earlier, the Township uses fund accounting to
ensure and demonstrate compliance with finance-related legal

regquirements.
Governmental Funds:

The focus of Chikaming Township's Governmental Funds is

to provide information on near-term inflows, ocutflows,

and balances of spendable resgurces. Such informaticn is
useful in assessing the Township's financing reguirements.
In particular, unrestricted fund balance may serve as a
useful measure of a government's net resources available
for spending at the end of this fiscal year.

The General Fund is the chief operating fund of the Township.
At the end of the current fiscal year, the unrestricted fund
balance of the General Fund was $1.385.427.

The General Fund increased by $216,064 (18.1%) for the
fiscal year. Key factors in this increase waere revenues
in excess of projected amounts by $182,258 and a decrease
in projected budgeted expenditures of $136,891.

Business-type activities decreased Chikaming Township's net
assets by $227,504 in these Proprietary Funds.

GENERAL FUND BUDGETARY HIGHLIGHTS:
There were no differences between the original and final
amended budgets for expenditures. Actual expenditures were

below budget amounts by $136,891 (9.6%).

Actual revenues compared favorably to budget, providing
$182,258 more than anticipated in a variety of revenue
categories.
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CAPITAL ASSETS AND DERT ADMINISTRATION:

Capital Assets:

Chikaming Township's investment in capital assets for its
governmental and business-type activities as of March 31,

2009 amounted to $10,300,222 (net of accurulated depreciation).
This investment in capital assets includes land, buildings.,
egquipment, and utility systems.

Long-Term Debi:

At the end of the current fiscal year, Chikaming Township
had total bonded debt outstanding of $1,825,000. The debht
represents bohds secured solely by specified revenue sources
{i.e., revenue bonds) from the Water Fund.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES:

When determining the budget for the next fiscal year 2008-
201G, the following factors were considered:

1. The State of Michigan is estimating that revenue-sharing
will decrease compared to the previous year.

2. Property tax revenue is estimated to increase 5% over
last year.

3. All other estimates will be based on prior year actual
activity.

REQUESTS FOR INFORMATION:

This financijial report is designed to provide a gesneral
overview of Chikaming Township's finances for all those with an
interest in the government's finances. Questions concerning any
of the information provided in this report or additional financial
information should be addressed to:

Chikaming Township Center
13535 Red Arrow Highway
P.O. Box 40

Harbert, Michigan 49115
(269) 469-1676.
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INDEPENDENT AUDITORS' REPORT

Honorable Members of the
Township Beard

Chikaming Township

~Berrien County, Michigan

We have auvdited the accompanying financial statements of the
governmental activities, the business-type activities, each major
fund., and the aggregate remaining fund information of Chikaming
Township (the "Township") as of and for the year ended March 31,
2009, which collectively comprise the Township's basic financia:l
statements as listed in the table of contents. These financial
statements are the responsibility of the Township's management.
Cur responsibility is to express an cpinion 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. Thosze
Standards require that we plan and perform the audit to abtain
reasonable assurance about whether the financial statements are
free of material misstatement. An zudit includes examining, on
a test basis, evidence supporting the amcunts and disclosures in
the financial statements. An audit alsa includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable
.basis for our opiniocn.

in our opinion, the finrancial statements referred to above
present fairly, in all material respects, the regpective financial
position of the gevernmental activities, the business-type
activities, each major fund, and the daggregate remaining fund
information of Chikaming Township as of March 31, 2009, ané the
respective changes in Financial position and cash flows, where
applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of

America.



The management's discussion and analysis (pages i through
viii) and the supplementary information (pages 36 through 39)
are not a required part of the basic financial statements but
is supplemental information required by accounting principles
generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally
of inquiries of management regarding the methods of measurement
and presentation of the required supplemental information.
However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming an
opinion on the financial statements that collectively comprise
the Township's basic financial statements. The accompanying
supplementary information, as identified in the table of
contentsg, is presented for purposes of additional analvsis
and is not a required part of the basic financial statements.
The supplementary informaticn has been subjected to the
auditing procedures applied in the audit of the basic
financial statements ard, in our opinion, is fairly stated
in all material respects in relation to the basic financial
statements taken as a whole.

£ lseiate, €

July 21, 2009



CHIKAMING TOWNSHIP

GOVERNMENT-WIDE
STATEMENT OF

as of March 31, 2009

Assets:
Cash and cash equivalents
Investments
Inventory, at cost
Receivables, net
Internal balances
Prepaid expenses
Equity investment
Capital assets, net
Other assets

Total assets

Liabilities:
Accounts payable
Internal balances
Other payables
Leng-term debt:
Due within one vear
Due in more than one year

Total liabilities

Net assets:

Invested in capital assets,
net of related debt

Restricted for:
Debt service
Capital expenditures
Cthetr items

Unrestricted

Total net assets

Governmentzl

Activities

NET ASSETS

Business-Type
Activities

Total

$1,316,701

$ 2,400,308

$ 3,717,009

- 219,178 219,178

- 93,849 93,849
73,944 288,782 362,726
30,162 159,877 190,039
10,362 3,904 14,266

| - 3,228,521 3,228,521
4,354,115 5,946,107 10,300,222
- 25,725 25,725
5,785,284 12,366,251 18,151,535
10,094 88,163 98,257

54 190,066 190,120

- 169,288 165,288
14,748 200,000 214,748
102,783 1,589,962 1,692,745
127,679 2,237,479 2,365,158
4,354,115 4,192,912 8,547,027
- 842,592 842,592
12,155 - 12,155
10,362 - 10,362
1,280,973 5,093,268 6,374,241
$5,657,605 $10,128,772  $15,786,377

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

GOVERNMENT-WIDE
STATEMENT OF ACTIVITIES

for the year ended March 31, 200¢%

Program Revenues

Operaticnal Capital
Charges for Grants and Grants and
Functicng/Programs Expenses Services Contributions Contributions
Governmental activities:
General government $ 393,736 $ 299,178 $29,200 $54,100
Public =afety 1,005,966 128,789 - -
Public works . 60,856 - - -
Park Commission 82,694 - - -
Interest on long-term
debt 5,448 - - -
Total governmental
activities 1,548,700 427,967 29,200 54,100
Business-type activities: :
Water 1,156,522 1,368,230 - -
Sewer 1,004,340 484,066 - -
Total business-type
activities Z2:.160,862 1,852,296 — -
Total activities $3,709,562 $2,280,263 $29,200 $54,100

The accompanying notes are an integral part of these financial statements.
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Net
{Expenses}
Revenues

$ (11,258)
(877,177)
(60,856)
(82,694)

(5,448)

(1,037,433)

211,708
(520,274)

{308,566)

$(1,345,999)




CHIKAMING TOWNSHIP

GOVERNMENT-WIDE
STATEMENT OF ACTIVITIES, CONCLUDED

for the year ended March 31, 2009

Governmental Businesg-Type

Activities Activities Total
Changes in net assetg:
Net (expenses) revenues £(2,037,433) $  (308,5686) $(1,345,999)
General revenues:
Property taxes 882,987 - 882,987
State-shared revenues 261,265 - 261,265
Interest and rentals 49,938 74,142 124,080
Special item:
Gain from Joint Venture ~ 6,920 6,920
Total general revenues
and special item 1,194,190 81,062 1,275,252
Changes in net assets 156,757 {227,504) (70,747)
Net assets, beginning of year 5,500,848 10,356,276 15,857,124
Net assets, end of year $§ 5,657,605 $10,128,772 $15,786,377

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

Cash and cash equivalents
Restricted cash

Taxes receivable

Local granks receivahle
Pue from octher funds
Prepaid expense

Total assets

LIABILITIES AND
FUND BALANCES

Liabilities:
Ag¢counts payable
Due to other funds

Total liabilities

Fund balances:

Reserved for capital
expenditures

Reserved for prepaid
items

Unreserved reported in:
General Fund
Special Revenuge Funds

Total fund balances

Total liabilities
and fund balances

The accompanyihg nctes are

CHIKAMING TOWNSHIFE

GOVERNMENTAL FUNDS
BALANCE SHEET
as of March 31, 2009
Special Special
Revenue Raevenue Total
(Building (Pokagon Governmental
general Inspection) Grant Fund} Funds

$1,301,955 $2,591
12,155 -
59,644 -
30,162 -
10,362 -
$1,414,278 $2,591
$ 6,334 $2,725
6,334 2,725
12,155 -
10,362 -
1,385,427 -
- (134)
1,407,944 {134)
$1,414,278 $2,591

-6-—

$ - $1,304,546
- 12,155

- 59,644
14,300 14,300
- 30,162

- 10,362
$14,300 $1,431,169
$ 1,035 $ 10,094
54 54
1,089 10,148

- 12,155

- 10,362

- 1,385,427
13,211 13,077
13,211 1,421,021
$14.,300 $1,431,169

an integral part of these financial statements.



CHIKAMING TOWNSHIP

RECONCILIATION OF THE BALANCE SHEET
GOVERNMENTAL FUNDS TO THE STATEMENT OF

as aof March 31, 2009

Fund balances of Governmental Funds
Amounts reﬁorted for governmental activities
in the statement of net assets are different
because capital assets used in governmental

activities are not financial resources and,
therefore, are not reported in the funds:

Add, capital assets
Deduct, accumulated depreciation
Long-term notes payvable are notes dus and
payable in the current period ang,
therefore, are not reported in the funds:

Deduct, note pavable

Net assets cof governmental activities

OF THE
NET ASSETS

$1,421,021

5,386,164

(1,032,049)

(117,531)

$5,657,605

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

GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
for the year ended March 31, 2009
Special Special
Revenue Revenue Total
{Building ( Pokagon Governmental
Generzal TInspecticn) Grant Fund) Funds
Revenues:
Property taxes $ B8z2,987 % - $ - $ 882,987
Administrative fees 151,471 - - 151,471
State-shared revenues 261,265 - - 261,265
Licenses and permits 23,143 128,789 - 151,932
Local grants - - 83,100 83,100
Charges for setrvices 95,218 - - 95,218
Interest income 38,838 - - 38,838
Rentals 11,100 - - 11,100
Donations 200 - — 200
Miscellaneous 29,3486 - - 29,346
Total revenues 1,433,568 128,789 83,100 1,705,457
Expenditures:
Legislative G,045 - - 9,045
General government 301,263 - 20,509 321,772
Public safety 757,452 169,788 - 927,240
Public works 60,856 - - 60,856
Park Commission 54,211 - - 54,211
Capital expenditures 75,089 - 49,380 124,469
Debt service:
Principal 14,140 - - 14,140
Intersst 5,448 - - 5,448
Total expenditures 1,277,504 169,788 69,889 1,517,181
Net changes in
fund halances 216,064 {40,99%9) 13,211 188,276
Fund balances, beginning
of year 1,191,880 40,864 - 1,232,744

Fund balances, end of year $1,407,944 % {(135) $13,211 . $1,421,020

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

EECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF THE GOVERNMENTAL FUNDS

TO THE ETATEMENT OF ACTIVITIES

for the year ended March 31, 2009

Net changes in fund balances of total Governmental Funds

Amounts reported for governmental activities
in the statement of activities are different
because Governmental Funds report capital
cutiays as expenditures. However, in the
statement of activities, the cost of those
assets are allocated over their estimated
useful lives and reported as depreciation

expense:
Add, capital items purchased during year
Deduct, depreciation expense

Repayment ¢f notes payable is an expenditure
in the Governmental Funds, but the repayment
reduces long-term liabilities in the
statement of net assets:

Add, principal payments on long-term
liabilities

Changes in net assets of governmental activities

$188,273

124,467

(170,128)

14,140

$156,757

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

.



CHIKAMING TOWNSHIP

PROPRIETARY

FUNDS

STATEMENT OF NET ASSETS

as of March 31,

2009

Business-Type Activities

Enterprise Funds

Water Sewel Total
ASSETS
Current assets:
Cash and c¢ash equivalents $ 362.365 $%$1,195,351 % 1,557,716
Investment (certificate of

deposit over 90 days) 108,415 110,763 219,178
Inventory, at cost 93,849 -~ 93,84%
Accounts receivable 14,9561 Z2,791 17,752
Assessments receivable,

current portion 15,000 211,800 26,000
Interest receivabla, Water Fund - 6,395 6,395
Due from other funds - 159,877 159,877
Note receivable, General Fund, '

current portion - 14,748 14,748
Prepaid rent 250 125 375
Prepaid insurance 3,529 - 3,529

Total current assets 598,369 1,501,050 2,099,419
Non—-current assets:
Restricted:

Cash and cash eguivalents 842,592 - 842,592
Capital assets, net - 4,605,460 1,340,647 5,946,107
Assessments receivable, net

of curtent portion 65,473 55,631 121,104
Note receiwvable, General Fund, '

net cof current portion - 102,783 102,783
Investment in Joint Venture - 3,228,521 3,228,521
Bonded debt unamortized discount g§,297 - 8,297
Dafarred debt service cost 17,428 - 17,428

Total non-gurrent assets 5,539,250 4,727,582 10,266,832

$6,137,619 $6,228,632 $12,366,251

Total assets

The accompanying notes are an integral part of these financial statements.
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Business-Type Activities
Enterprise Funds

Water Sewer Total
LIABILITIES
Current liabilities:
Accounts payable ;3 24,282 % 63,881 $ 88,163
Due to other funds 184,071 5,995 190,066
Accrued interest payable 21,822 - 21,822
Meter deposits due customers 147,466 - 147,466
Bonds payable, current portion 200,000 - 200,000
Tcetal current liabilities 577,641 69,876 647,517
Non-current liabilities:
Bonds payable, net of current
portion 1,625,000 - 1,625,000
Deferred amcunt on refunding (35,038) - (35,038}
Total non-current liabkilities 1,589,962 - 1,589,962
Total liabilities 2:.187,603 69,876 2,237,479
Net assets:
Invested in capital) assets,
net of related debt 2,852,265 1,340,647 4,192,912
Restricted for debt sarvice g4z2,592 - B4z ,592
Unrestricted 275,159 4,818,109 5,093,268
Total net assets 3,973,016 6,158,756 10,128,772
Total liabilities
and net assets $6,137,619 $6,228,632 $12,366,251

-10-



CHIKAMING TOWNSHIP

PROPRIETARY FUNDS
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS

for the year ended March 31, 2009

Business-Type Activities
Enterprise Funds
Water Sewer Total

Operating revenues:

Charges for services $1,291,462 $ 451,126 $ 1,742,588

Service installation 49,700 - 49,7006
Hydrant rentals 18,818 - 18,818
Miscellaneous 8,250 2,026 10,276
Total operating revenues 1,368,230 453,152 1,821,382
Operating expenses:
Water purchases 395,064 - 395,064
Sewage treatmaent - 614,553 614,553
Materials and supplies 25,992 - 25,992
Salaries and wages 170,166 52,256 222,422
Payroll taxes 12,466 2,775 15,241
Insurance and employee benefits 75,283 13,851 89,134
Office supplies and expense 395 1,679 2,074
Repairs and maintenance 2,141 99,087 101,228
Computer expense 3,971 - 3,971
Mileage and travel 12,741 - 12,741
Professional services 7.111 6,668 13,779
Booster station expense 47,371 - 47,371
Street light and 1ift station
expense - 11,957 11,8957
Meter upgrades 28,550 - 29,550
Pumphouse operations 15,100 - 15,100
Rent 4,500 2,400 6,900
Utilities 3,867 2,906 6,773
Postage 3,203 3,060 6,263
Water tower expense 28,132 - 28,132
Engineering fees 13,3098 50,632 £4,030
Subcontractors 25,286 - 25,286
Debt service expense 1,385 - 1,385
Bond paying agent charges 1,025 - 1,025
Depreciation 147,161 138,695 285,856
Property insurance 15,621 - 15,621
Miscellaneous 11,195 3,821 15,016
Total operating expenses 1,052,124 1,004,340 2,056,464
Cperating income (loss) 316,106 (551,188) {235,082)

The accompanying notes are an integral part of these financial statements.
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CHIKAMING TOWNSHIP
PROPRIETARY FUNDS
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS, CONCLUDED

for the year ended March 31, 2009

Business-Type Activities
Enterprise Funds

Water Sewear Total
Non-operating revenues {expenses):
Interest and dividends from
investments 3 19,130 $ 34,044 % 53,174
Interest income from special
assessments 5,363 3,763 9,126
Other interest income - 11,842 i1,842
Interest eXpense {104,398) - (104,398)
Net gain from Joint Venture - 6,920 6,920
Special assessments - 30,914 30,914
Total non-cperating
revenues (expenses) {(79,805) 87,483 7,578
Changes in net assets 236,201 {463,705) (227,504)
Net assets, beginning of year 3,732,815 6,622,461 10,356,276
Net assets, end of year $3,970,016 $6,158,756 $10,128,772

The accompanying notes are an integral part of these financial statements,
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CHIKAMING TOWNSHIP

PROPRIETARY

FUNDS

STATEMENT OF CASH FLOWS

for the vear ended March 31,

Cash flows from operating activities:

Receipts from customers
Payments to suppliers
Payments to employees

Net cash provided by (used in}
operating activities

Cash flows from investing activities:

Investment income received

Special assessment income received
Increase in investments

Decrease in note receivable

Net cash provided by
investing activities

Cash flows from capital and related
financing activities:
Purchase of capital assets
Principal paid on capital debt
Bend interest payments
Debt discounts and deferred
debt service costs

Inter-fund loansg

Net cash used in capital and
related financing activities

Net increase {decrease) in
cash and cash equivalents

Cash and cash eguivalents,
beginning of vyear

Cash and cash eguivalents,
end of year

2009

Business-Type Activities

Enterprise Funds

Hater

Sewer

Total

$1,370,545

453,874 $1,824,419

(732,332) (794,713) (1,527,045)
{170,166) (52,256} __ {222,422)
468,047 (393,095) 74,852

24,493 43,254 67,747
14,099 41,723 55,822
(2,765) {3,227) (6,192)

- 14,141 14,141
35,827 95,691 131,518
(110,394) - (11C,394)
(19%,000) - (195,000)
(98,775) - (98,775)
2,044 -~ 2,044
(1,031) 591 (440)
(403,1556) 591 (402,565}
100,718 (296,813) (196,095)
1,104,239 _ 1,492,164 _2,5%6,403
$1,204,957 $1,195,351 $2,400,308

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



CHIKAMING TOWNSHIP

PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS, CONCLUDED

for the year ended March 31, 2009

Business-Type Activities
Enterprise Funds
Water Sewer Total

Reconciliation of operating income (loss)
to net cash provided by (used in)
operating activities:
Operating income (loszs) $ 316,106 $ (551,188) % (235,082)
Adjustments to reconcile operating
income (loss) to net cash providead
by (used in) operating activities:
Depreciation and amortization 147,161 138,695 285,856
Changes in assets and liabilities:
Decrease (increase) in:

Inventory, at cost 8,724 - 8,724

Accounts receivabile (7,496) 722 (6,774)

Prepaid expenses 1,529 - 1,529
Increase (decrease) in:

Accounts pavable {7.788) 18,676 10,888

Meter depesits due customers 2,203 - 2,203

Deferred revenues 7,608 - - 7,608

Net cash provided by (used in)
operating activities $ 468,047 $ (393,095) $ 74,952

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

FIDUCTIARY FUND
STATEMENT OF ASSETS AND LIABILITIES

as eof March 31, 20009

TRUST AND AGENCY FUND

Assets:
Cash and cash equivalents

0=

|

Liabilities:
Due to General Fund

The accompanying notes are an integral part of these financial statements.
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Note 1.

CHIRAMING TOWNSHIP
NOTES TO FINANCIAL STATEMENTS

March 31, 2009

SUMMARY COF SIGNIFICANT ACCOUNTING POLICIES.

The accounting policies of Chikaming 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 policiss used by Chikaming

Township.
A. REPORTING ENTITY.

Chikaming Township was egtablished by the Board of Supervisors
on March 4, 1856. The Township operates under an elected Five
member Board consisting of a supervisor, clerk, treasurer and
two trustees and provides the following services: public safety
{police and fire), ambulance, water, sewer, recreation, planning
and zoning, and general administrative services.

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS.

The Government-wide financial statements {(i.e., the statement of
net assets and the statement of activities} report information
on all of the nonfiduciary activities of the primary government.
Fer 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 support.

The statement of activities demaonstrates the degree to which the
direct expenses of a given function or segment are offset by
program revenues. Direct eXpenses are those that are Clearly
identifiable with a specific function or segment. Program
revenues include: (1} charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment; and (2)
grants and contributions that are restricted to meeting the
cperaticnal or capital requirements of a particular function
or segment. Taxes and other items not properly included among
program revenues are reported instead as Jgeneral 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 Enterprise Funds
are reported as separate columns in the Fund financial statements.
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CHIKAMING TOWNSHIFP
NOTES TO FINANCIAT. STATEMENTS, CONTINUED

March 31, 2009

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED.

C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAI STATEMENT
FRESENTATION.

The Government-wide financial statements are repcrted using the
economic resources measurement focus and the accrual basis of
accounting, as are the Proprietary Funds and Fiduciary Fund
financial statements. Revenue is recorded when earned and
expenses are recorded when a liakility 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 reccgnized 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 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
wvhen a liability is incurred, as under accrual accounting.
However, debt service expenditures, expenditures relating to
compensated absences, and claims and judgments are recorded
cnly when payment is due.

Revenues are recognized in the accounting period in which they
become susceptible to accrual, that is, when they become both
measurable and available to finance expenditures of the Ffiscal
period. Property taxes, state-shared revenues, 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 octher revenue itens
are considered tc be available only when cash is received by
the government.

Property taxes are levied on December 31 and payable in two
installments on Febkruary 14 and September 14. The Township
bills and collects its own property taxXes and also the taxes
for the County, State of Michigan and two school districts.
Collections of the taxes and remittance of them are accounted
for in the Current Tax Collection Fund. Property tax revanues
are recognized when levied to the extent that they result in
current receivahbles.
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CHIKAMING TOWNSHIFP
NQTES TO FINANCIAL STATEMENTS, CONTINUED

March 31, 2009

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED.
Chikaming Township reports the following major Governmental Funds:

The General Fund is the Township's primary operating fund.
It accounts for alli financial resources of the general
government, except those reguired to be accounted for in

another fund.

The Building Inspecticn Fund (2 Special Revenue Fund}
accounts for the revenues and expenditures related to
the activities of the Inspection Department.

The Pokagon Grant Fund (a Special Revenue Fund) accounts
for the revenues and expenditures related to local monies

of the Pokagon Fund.

Chikaming Township reports the following major Proprietary Funds:

The Water and Sewer Funds account for the activities of
the water distribution system and sewage collecticn system.

Private-sector standards of accounting issued prior to December 1,
1989, are generally followed in both the Government-wide and
Proprietary Fund financial statements to the extent that these
standards do not conflict with the standards of the Governmental
Accounting Standards Board. The government has elected not to
{to also) follow private-sector standards issued after November

30, 1989 for its business-type activities.

As a general rule, the effect of interfund activity has been
eliminated from the Government-wide financial statements.
Exceptions to this general rule are charges between the
government's water and sewer functions and various other
functions of the government. Eliminations of these charges
would distort the direct costs and program revenues reported
for the various Ffunctions concerned.

Amounts reported as program revenue include: (1) charges to
customers or applicants for gocdsg, services cor privileges
provided: (2) operating grants and contributions; and (3)
capital grants and contributions, including special
assessments. Internally dedicated resources are reported
as general revenue rather than as program revenue. Likewise,
general revenue includes all taxes.
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CHIKAMING TOWNSHIP
NOTES TO FINANCIAL STATEMENTS, CONTINUED

March 31, 2009

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED.

Proprietary Funds distinguish cperating revenues and expenses from
non-operating items. Operating revenues and expenses generally
result from providing services in connection with a Proprietary
Fund's principal ongoing operations. The principal operating
revenues of the Proprietary Funds relate to charges to customers
for sales and services. The Water and Sewer Funds also
recognize the portion of tap fees intended to recover current
costs {e.g., labor and materials to hook up new customers} as
operating revenues. The portion intended to recover the cost
of the infrastructure is recognized as non-operating revenues.
Operating expenses for Proprietary Funds include the cost of
sales and services, administrative expensas, and depreciation
on capital assets. BAll revenuves and expenses not meeting this
definition are reported as non-operating revenues and expenses.

D. ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY.

Bank Depesits and Investments - Cash and cash egquivalents are
considered to be cash on hand, demand deposits, and short-term
investments with a maturity of three months cor less when
acquired. Investments are stated at fair value.

Receivables and Payables - In general, cutstanding balances
between funds are reported as "due to/from other funds".
Activity between funds that is representative of lending/
berrowing arrangements outstanding at the end of the fiscal
year is referred to as "advances to/from other funds". Any
residual balances outstanding between the governmental
activities and the business-type activities are reported in
the Government-wide financial statements as "internal balances".

All trade and property tax receivables are shown as nhet cof
allowance for uncollectikle 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 vear, at which time penalties and
interest are assessed.

Inventories and Prepaid Items - Inventories are valued at cost,
on a first-in, first-out basis. Inventories of Governmental
Funds are recorded as expenditures when consumed rather than
when purchased. Certain payments to vendors reflect costs
applicable to future fiscal years and are recorded as prepald
items in both Govermnment-wide and Fund financial statements.
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CHIKAMING TOWNSHIP
NOTES TQ FINANCTIAL STATEMENTS, CONTINUED

March 31, 2009

Nete 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED.

Restricted Assets - The revenue bonds of the Enterprise Funds
reguire amounts to be set aside for construction, dekbt service
principal and interest, operations and maintenance, and a bond
reserve. These amcunts have been classified as restricted
assets, as well as amounts on deposit at the County heing held
for the construction or debt service of the local unit of
government's water and sewer lines.

Capital Assets - Capital assets, which include property, plant
and egquipment, infrastructure assets {e.g., roads, bridges,
sidewalks, and similar items constructed or acquired after
1980) 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.

Interest incurred during the construction of capital assets of

business-type activities is included as part of the capitalized
value of the assets constructed. During the current year, there
were assets under construction which were financed with internal

funds.

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

Buildings 30 to 50 years
Building improvements 15 to 30 years
Land improvements 10 to 20 years
Water and sewer lines 25 to 40 vears
Vehicles 3 to 5 years
Office eguipment 5 to 7 vyears
Computer eguipment 3 to 7 years
Other eguipment 5 te 12 years
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CHIKAMING TOWNSHIP
NOTES TO FINANCIAL STATEMENTS, CONTINUED

March 31, 20009

Note 1. SUMMARY CF SIGNIFICANT ACCOUNTING POLICIES, CONCLUDED,

Compensated Absences (Vacation and Sick Leave) - It ig the
Township’s policy to permit employees to accumulate earned
unused sick and vacation pay benefits for a maximum of 16Q
hours of sick time and a maximum of 6 days of vacation time.
Any amcunt of sick time in the excess of 160 hours is paid teo
the employee on the last payroll of the calendar year. Any
vacation time in the excess of six (6) days must be used prior
to the employee's hire date anniversary or it is forfeited.

Long-Term Obligations - In the Government-wide financial statements
and the Proprietary Fund types in the Fund financial statements,
long-term debt and other long-term cbligations are reported as
liabilities in the applicable governmental activities, business-
type activities, or Proprietary Fund type statement of net
assets. Bond premiums and discounts, as well as issuance costs,
are deferred and amortized over the life of the bonds using the
straight-1line method. Bonds payable are reported net of the
applicable bond premium or discount. Bond issuance costs are
repocrted as deferred charges and amortized over the term of the
related debt. 1In the Fund financial statements, CGovernmental
Fund types recognize bond premiums and discounts, as well as bond
issuance costs during the current period. The face amount of debt
issued is reported as other financing sources. Premiums received
on debt issuances are reported as cther financing sources while
discounts are reported as other financing uses. Issuance costs
are reported as debt service expenditures.

Fund Fguity - In the Fund financial statements, Governmental Funds
report reservations of fund balances for amcunts that are not
available for appropriation or are legally restricted by outside
parties for use for a specific purpcse.,

Designations of fund balances represent tentative management
plans that are subject to change.

Estimates - The process of preparing financial statements in
conformity with accounting principles generally accepted in the
United States of America requires the use of management estimates
and assumptions regarding certain types of assets, liabilities,
revenues, and expenditures.
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CHTKAMING TOWNSHIP
NOTES TO FINANCTAL STATEMENTS, CONTINUED

March 31, 2000

Note 2. STEWARDSHIP, CCMPLIANCE AND ACCOUNTABILITY.

Budgetary Information - Annual budgets are adopted on a basis
consistent with generally accepted accounting principles for
all Governmental Funds. All appropriations lapse at fiscal
year end. The Township performs the following procedures
in establishing the budgetary data reflected in the Fund
financial statements:

1. The Township Board prepares a propcsed operating budget
for the fiscal year commencing April 1. The operating
budget for the Enterprise Funds is alsc prepared by the
Township Board. These operating budgets include proposed
expenditures and the means of financing them.

2. A public hearing is conducted at the Township Hall to
cbtain taxpayer comments.

3. The budget is formally adopted at a duly posted special
meeting follewing the public budget hearing.

4. Transfers or amendments tao the budget may only be
approved by the Township Board.

5. Formal budgetary integration is employed as a management
contrel device during the year for all funds.

Excess of Expenditures over Appropriations in Major Budgeted
Funds - The General Fund and the Bullding Inspection Fungd
(a Special Revenue Fund) did not have expenditures exceeding
appropriations during the current year.

During the current year, the Pokagon Grant Fund {a Special
Revenue Fund) incurred expenditures in excess of the amounts
appropriated as follows:
Amounts Amcunts
Appropriated Expended Variance

General government L $20,509 $20,509
Capital expenditures 3 - $49,380 $49,380

Revenues wWere sufficient to provide for the variance, and had
no impact on the financial results of the Township.

Fund Deficit - The Township had an accumulazted fund deficit in
the Building Inspection Fund of $135 at March 31, 2009. This
was caused by an inadvertent underpayment of fund transfers
from the General Fund during the year. This under-funding was
corrected in April, 2009.
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Note 3.

CHIKAMING TOWNSHIP
NOTES TO FINANCIAL STATEMENTS, CONTINUED

March 31, 2009

DEPOSITS AND INVESTMENTS.

Michigan Compiled Laws, Section 129.91, authorizes the Township
to make deposits and invest in the accounts of federally
insured banks, c¢redit unions, and savings and loan associaztions
which have an office in Michigan. The Township is allowed to

invest in bonds, securities and cother direct obligations of the

United States or any agency or instrumentality of the Uniteg
States; United States government or federal agency obligations;
repurchase agreements; bankers' acceptance of United States

banks; commercial paper rated within the two highest classi-

fications 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 Board has designated six (6) banks for the deposit
of Township funds. The investment policy adopted by the
Board in accordance with Public Act 196 of 1997 has authorized
investment in bonds and securities of the United States
government and bank accounts and certificates of deposit, but
not the remainder of State statutory authority as listed above.

The Township's deposits and investment policy are in accordance
with statutory authority.
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Note 3.

CHIKAMING TOWNSHIP

NOTES TO FINANCIAL STATEMENTS,

March 31,

DEPOSITS AND INVESTMENTS,

2009

CONCLUDED.

CONTINUED

At March 31, 2009, the Township's deposits and investments were

reported in the basic financial statements by the following

categories:
Governmental Business-Type Fiduciary
Activities Activities Fund Total
Restricted:
Cash and cash
eguivaients b 12,1558 $ 842,592 $§ - 854,747
Unrestricted:
Cash and cash
equivalents 1,304,546 1,557,716 653 2,862,915
Investment - 219,178 - 219,178
$1,316,701 $2,619,486 $£653 $3,936,840

The breakdown between deposits and investments is as follows:

Bank deposits (checking, savings, money
market accounts, certificates of deposit)

Investment (certificate of deposit over

90 days)

Money market funds (U.S.

Treasury insured)

$3,376,264

219,178

341,398

$3,936,840

The fecllowing is a schedule of insured and uninsured Bank deposits

of the Township as of March 31,

Bank of New York

Berrien Teachers Credit Union

Chemical Bank

Edgewater Bank

Horizon Bank

New Buffalc Savings Pank
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2009:

Insured Uninsured Total

$ 341,398 4§ - 341,398
110,763 - 110,763
101,873 - 101,873
210,501 - 210,501
584,720 1,291,275 1,875,995
783,873 12,437 1,296,310

$2,133,128 $1,803,712 $3,936,840




CHIKAMING TOWNSHIP

NOTES TO FINANCIAL STATEMENTS,

March 31,

-25_

2009

CONTINUED

Necte 4. RECEIVABLES.
Receivables as of March 31, 2009 for the Township's individual
major and non-major funds, and Fiduciary Fund in the aggregate,
including the applicable allowance for uncollectible accounts,
are as follows:
Bovernmental Water and
Funds Sewer Funds Total
Taxes receivable $ 59,644 $ - ¥ 59,844
Accounts receivable - 17,752 17,752
Special assessments - 147,104 147,104
Intergovernmental 30,162 283,803 313,965
Local grants receivable 14,300 - 14,300
Gross receivabkles 104,106 448,659 552,765
Less, allowance for
uncollectible
accounts - - -
Net receivables $104,106 $448,659 $552,765
Note 5. INTERFUND RECEIVABLES AND PAYABLES.
Interfund Interfund
Fund Receivables Fung Payables
General $ 30,162 Trust and Agency $ 81
Sewer 283,803 Water 184,071
Sewer 12,228
Pokagon Grant 54
General long-term
debt - General 117,531
$313,965 $£313,965



Note 6.

CHIKAMING TOWNSHIP

NOTES TO FINANCIAL STATEMENTS,

March 31, 2009

CAPITAIL ASSETS.

CONTINUED

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

follows:

GOVERNMENTAL ACTIVITIES

Capital assets not being

depreciated:
Land

Subteotal

Capital assets being
depreciated:
Buildings
Improvements other
than buildings
Machinery and equipment

Subtotal

Less, accumulated
dapreciation for:
Buildings
Improvenaents other

than buildings
Machinery and equipment

Subtotal

Net capital assets
being depreciated

Governmental activities
capital assets, net
of depreciation

Beginning Ending
Balance Increases Decreases Balarnce
$1,873,051 - - $1,873,05]
$1,873,051 - - 31,873,051
1,796,023 - - 1,796,023

370,480 - - 370,480
1,259,608 129,763 42,851 1,346,610
3,426,201 129,763 42,851 3,513,113

184,973 45,488 - 230,461

72,138 20,716 - 92,854

542,367 103,924 37,557 08,734

899,478 170,128 37,557 1,032,049
2,526,723 {40,365) 5,294 2,481,064

$4,399,774 %(4G,365) $ 5,294 4$4,3%4,115
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CHIXAMING TOWNSHIP
NOTES TO FINANCIAL STATEMENTS, CONTINUED

March 31, 2009

Note 6. CAPITAL ASSETS, CONCLUDED.

Beginning Ending
Balance Increases Dagreases Balance
BUSINESS-TYPE ACTIVITIES
Capital assets not being
depreciated:
Land $ 295,586 § - $ - § 295,586
Subtotal 295,586 - - 295,586
Capital assets being
dapreciated:
Infrastructure 10,148,801 110,394 - 10,259,195
Machinery and eguipment 260,108 - - 260,106
Subtotal 10,408,907 110,394 - 10,519,301
Less, accumulated
depreciaticn for:
Infrastructure 4,332,290 280,111 - 4,612,401
Machinery and equipment 250,633 5,745 - 256,378
Subtotal 4,582,923 285,856 - 4,868,779
Net capital assets
being depreciated 5,825,984 {175,462} - 5.650,522
Business-type activities
capital assets, net
of depreciation $ 6,121,570 $(175,462) % - $ 5,946,108

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

Governmental Activities:

Genaral government $ 58,634
Public safety 78,726
Park Commission 28,483
Building Inszpection 4,285

Total Governmental Activities $170,128

Business-Type Activities:

Water $121,474
Sewer 164,382

Total Business-Type Activities $£285,856

Construction Commitments - The Township had no material water or
sewer extension projects in progress at March 31, 2009.
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Note 7.

Note §.

CHIXKAMING TOWNSHIP
NOTES TC FINANCIAL STATEMENTS, CONTINUED

March 31, 2009

GENERAL FUND RESTRICTED ASSETS.

The restricted assets of the General Fund represent cash and
certificates of deposit to be used for the purchase of capital
improvements as follows:

Fark Board $12,155

JOINT VENTURE - PROPRIETARY FUND.

Chikaming Township participates in a Joint Venture with New
Buffale Township, Lake Charter Township and the cities of
Bridgman and New Buffala. 'The purpose of the Venture, called
the GRSD Sewer Authority {the "Authority"), is to provide
sanitary sewage treatment and collection facilities for the
residences of those communities.

The Authority is governed by a joint board of six members
consisting of cne member from each of the participating
municipalities appointed by their respective governing
bodies, and a sixth-at-liarge member appointed by the other
five members.

Upcon dissolution of the Authority, net assets will be shared on
a4 pro-rata kazis as follows:

Chikaming Township 2B.6%
City of Bridgman 16.6%
City of New Buffalo 21.6%
Lake Charter Township 16.6%
New Buffale Township 16.6%
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CHIXAMING TOWNSHIP
NOTES TO FINANCIAL STATEMENTS, CONTINUED

March 31, 2009

Note 8. JOINT VENTURE - PROPRIETARY FUND, CONCLUDED.

Chikaming Township is accounting feor its investment in the
Authority as a Joint Venture in accordance with GASE Statement
No. 14. Information presented below is taken from financial
statements of the Awthority for the year ended December 31,
2008, audited by other independent accountants, whose report
dated May 22, 2009, expressed an unqualified opinion on theose

statements.

Total assets $17,350,490
Total liabilities {115,222)

Net assets 217,235,268
Operating revenues $ 2,248,954
Operating expenses {(2,172,347)

Operating income 76,607
Non-operating loss {52,411)

Change in net assets 24,1496
Net assets, beginning of year 17,211,072
Net assets, end of year $17,235,268

Complete financial statements for the GRSD Sewer Authority may
be obtained a2t the Authority's administrative office:

GRSD Sewer Authority
10831 Kruger Road
New Buffalo, Michigan 49117

The Township's net investment and its share of the cperating
results of the Authority are reported in the Township's Sewer
Fund. The Township's equity interest was $3,228,521 as of
Dacember 31, 2008.
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CHIKAMING TOWNSHIP
NQOTES TO FINANCIAL STATEMENTS, CONTINUED

March 31, 2009

Note 9. NCTE PAYABLE - SEWER FUND.

On April 14, 2006, the General Fund received a loan from
the Sewer Fund in the amount of $159,000 for the purchase
of Fire Department equipment. This loan is payable with
interest at 4.25% over ten years with semi-annual payments
of principal and interest of $9,793.92.

March 31,
2009 2008
Total year-end balance ' $117,531 $131,672
Less, current portion | 14,748 14,140
Long-~-term debt $102,783 $117,532

The future maturities of long-term debt are as follows:

Year one $ 14,748
Year two 15,381
Year three 16,041
Year four 16,731
Later vears 54,630

Total $117,531
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CHIKAMING TOWNSHIP
NOTES TC¢ FINANCIAL STATEMENTS, CONTINUED

March 31, 2009

Necte 10. LONG-TERM DEET.

The Township issues bonds to provide for the acquisition and
construction of major capital facilities. General cbligation
bonds are direct obligations and pledge the full faith and
cradit of the government. County contractuzl agreements and
installment purchase agreements are also general obligations of
the government. Special assessment bonds provide for capital
improvements that benefit specific properties, and will be
repaid from amounts levied against those properties benefited
from the construction. In the event that a deficiency exists
because of unpaid or delinguent special assessments at the time
a debt service payment is due, the Township is obligated to
provide resources to cover the deficiency until other resources
(such as tax sale proceeds or a re-assessment of the district)
are received. Revenue bonds involve a pledge of specific income
derived from the acquired cor constructed assets to pay debt

service.

Bond and contractual obligation activity can be summarized as
follows:

Interest Principal Beginning
Rate Matures Balance

BUSINESS-TYPE ACTIVITIES

Water System Supply Revenue
Refunding Bonds, Series
1994 (non-refundable bonds) 5.9%-6.5% 5/1/2014 % 105,000

Water System Supply Revenue
Refunding Bonds, Series
2001 {refunds callable,
Series 1994) 4.,45%-5,5% 5/1/2014 965,000

General Obligation Limited
Tax Beonds, Series 2006 3.7%-4.2% 11/1/2021 950,000

$2,020,000
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Additions Ending Due Within

(Reductions} Balance Ona Year
${(10,000) $ 95,000 $ 15,000
{135,000) 830,000 135,000

(50,000) 900,000 50,000

$195,000 $1.,825,000 $200,000




Note 10.

CHTIKAMING TOWNSHIP
NOTES TO FINANCIAL STATEMENTS, CONTINUED

March 31, 2009

LONG-TERM DERT, CONCLUDED.
WATER SUPPLY SYSTEM REVENUE REFUNDING BONDS

On October 1, 2001, the Chikaming Township Water Department issued
$1,485,000 Water Supply System Revenue Refunding Bonds, Series
2001. The purpose of the bonds is to finance an advance
refunding of a pertion of the outstanding Water Supply System
Revenue and Revenue Refunding Bonds, Series 1994, and to pay
the cost of issuing the bonds.

Interest is payable semi-annually on May 1 and November 1 of each
year commencing May 1, 2002. Interest rates range from 4.35%
to 5.50%. The bonds are fully matured in 2014.

A deferred loss of $95,000 was recognized asg a result of this
refunding, amortized over the 13 vear 1ife of the new debt.
Annual amortization of $7,308 is recorded as an additicn to
interest expense.

GENERAI, OBLIGATION LIMITED TAX BCNDS, SERIES 2006

On November 9, 2006, the Chikaming Township Water Department
issued $995,000 General Obligation Limited Tax PBonds, Series
2006. The purpese of the bonds is to pay for the cost of
certain capital improvements for the Township.

The bonds bear interest from their date payable on May 1, 2007,
and semi-annually thereafter, at rates ranging from 3.7% to 4.2%.

Bonds of this issue maturing in the years 2007 to 2014, inclusive,
are not subject to redemption prior to maturity. Bonds or
portions of bonds of this issue in multiples of $5,000 maturing
in the year 2015 and thereafter shall be subject to redemption
prior to maturity, at the option of the Township.

Annual debt service reguirements to maturity for the above obli-
gations are as follows:

Year Ending Water Fund

March 31, Principal Interest Total
2010 $ 200,000 ¢ BO,604 §$ 280,604
2011 215,000 70,414 285,414
2012 220,000 59,496 279,498
2013 235,000 48,182 283,182
Later vears 955,000 161,567 1,116,567

$1,825,000

$420,263

$2,245,263
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Note 11.

CHIKAMING TOWNSHIP
NOTES TO FINANCIAL STATEMENTS, CONTINUED

March 31, 200¢

RETIREMENT PLANS.

The Township has two retirement plans covering substantially
all of its full time employees.

Defined Contribution Pension Plan

In 1971, the Township established the Chikaming Township
Pension Plan, a defined contribution meoney purchase pension
Plan under Section 457 of the Internal Revenue Code. In
a defined contribution plan, benefits depend solely on
amounts contributed to the plan plus investment earnings.
The following is information of the Plan:

. Eligibility reguirements: All full time employees
and elected officials
age 18 with zero years
of servica

. Normal retirement age: Age 65

. Early retirement age: Age 55

. Vesting: 100% at time of
contribution

. Contribution limits: Employer - 9% of
compensation with $225
minimum

Employee - 1% of
compensation with $75
minimum '

- Benefit determination: Accumulated amount in
Plan at termination date

- Latest revision date: April 1, 1997

A1l funds are invested in John Hancock Life Insurance Company
guaranteed accounts. Current year contributions are $8,915
and $2,447 for the employer and employee, respectively.
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CHIKAMING TOWNSHIP
NOTES TQ FINANCIAL STATEMENTS, CONTINUED

March 31, 2009

Note 11. RETIREMENT PLANS, CONTINUED.

Defined Benefit Pension Plan

Plan Description - Effective January 1, 2006, the Township
began participation in the Municipal Employees' Retiresment
System of Michigan (MERS), an agent multiple-employer
defined benefit pension plan that covers all eligible
employees of the Township. The system provides retirement,
disability, and death benefits to plan members and their
beneficiaries. MERS issues a publicly available financial
report that includes financial statements and required
supplementary information for the system. That report may
be obtained by writing to:

MEES
1134 Municipal Way
Lansing, Michigan 48917

Funding Peolicy - The obligation to contribute to and maintain
the system for these employees was established by a Township
Board resolution and requires the employees to contribute 3%
cf their gross pay to the Plan. The participants of the
Defined Contribution Pension Plan could voluntarily transfer
their individual plan balance to this new plan, or remain
with the Defined Benefit Pension Plan. New employeaesg are
required to join the Defined Benefit Pension Plan.

Annual Pension Cost - For the year ended March 31, 2009, the
Township's pensicn cost of $48,648 was contributed for this
Plan. Additicnally, employees contributed $41,589 to the
Plani

The formula for determination of the anriual pension cost upon
normal retirement is as follows:

Selected Multiplier (2.0%) times vears of Credited Service

times Final Average Compensation (effective November 1,
2007).
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Note 11.

Note 12.

CHIKAMING TOWNSHIP
NOTES TO FINANCIAL STATEMENTS, CONCLUDED

March 31, 2009

RETIREMENT PLANS, CONCLUDED.

There are two types of plans within the Defined Benefit Fension
Plan, called the "In-0Office" Plan and "Out-of-Office” Plan.
Details are as follows:

In-0ffice OQut-of-0ffice

Flan Plan
. Multiplier percent of final
average compensation:
Average aover 3 years 2.0%
Average over 5 vyears 2.0%
. Vesting pericd 6 vears 10 years
« Normal retirement age Age 60 Age B0
« Early retirement age with
25 vears service N/A Age 55
. Disability benefit No Yes

These two plans require an employer contribution based on
actuarial valuations, which would be paid on the gross (base
plus overtime) salary of the participant. The employee in
each plan contributes 6.75% (In-Office) and 6.48% {Out-of
Office) of their gross salary.

RISK MANAGEMENT.

The Township is exposed to varicus risgks of loss related to
property loss, torts, errors and omissions and emplicyee
injuries {workers' compensation), as well as medical benefits
provided to employees. The Township has purchased commercial
insurance for these risks. Settled claims relating to
the commercial insurance have not exceeded the amount of
insurance coverage in any of the past three fiscal years.
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CHIKAMING

GENERAL FUND

TOWNSHIP

BUDGETARY COMPARISON SCHEDULE

Revenues;
Property taxes
Administrative fees
State-shared revenues
Licenses and permits
Charges for services
Interest income
Rentals
Donations
Micellansous

Total revenuss

Expenditures:

Legislative

General government:
Supervisor
Elections
Clerk
Treasurer
Board of Review
Cemetery
Other general government

Public safety:
Police and liguor law

enforcement

Fire proteaction
Planning and zoning
First responder service

for the year ended March 31, 2009
Actual
Amcounts Actual

Budgeted Amounts {Budgetary Over (Under)

Qriginal Final Basis) Final Budget
772,200 $ 772,200 $ 882,987 $110,787
130,000 130,000 151,471 21,471
248,500 248,500 261,265 12,765
9,010 9,010 23,143 14,133
84,500 84,500 85,218 10,718
25,000 25,000 38,838 13,838

11,100 11,100 11,100 -

- - 200 200
31,000 31,000 29,348 (1,654)
1,311,310 1,311,310 1,493,568 182,258
9,700 9,700 9,045 (655)
114,836 114,836 106,720 (8,116)
7.400 7,400 8,369 959
30,511 30,511 24,624 (5,887)
41,392 41,392 39,230 (2,162)
4,000 4,000 3,253 (747)
53,288 53,288 50,662 (2,626)
75,418 75,418 68,405 (7,013)
462,000 462,000 447,600 {14,400)
166,400 166,400 163,199 (3,201}
31,700 31,700 18,174 (13,526)
159,050 159,050 128,479 {30,571)
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CHIKAMING TOWNSHIP

GENERAL FUND
BUDGETARY COMPARISON SCHEDULE, CONCLUDED

for the year ended March 31, 2009

Actual
Amounts Actual
Budgeted Amounts {Budgetary Over {Under)
Qriginal Final Basis) Final Budget
Expenditures, Concluded:
Fublic works:
Highway lighting $ 24,600 % 24,600 % 23,929 $ (671)
Road maintenance 58,000 58,000 26,866 {31,134}
County drain-at-ilarge 22,000 22,000 10,061 (11,939)
Patrk Commission 60,000 60,000 54,211 {5,789)
Capitzl expenditures 74,500 74,500 75,089 589
Daebt service:
Principal 14,140 14,140 14,140 -
Interest 5,460 5,460 5,448 (12)
Total expenditures 1,414,395 1,414,395 1,277,504 {136,891)
Revenues over (under)
expenditures {103,085) (103,085) 216,064 319,149
Other financing sources:
Transfers-in - - - -
Net change in
fund kbalance (103,085) (103,085) 216,064 312,149
Fund balance, beginrning
of vear 1,191,880 1,191,880 1,191,880 -
Fund balance, end of year $1,088,795 $1,088,795 $1,407,944 $319,149
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CHIKAMING TOWNSHIP

BUILDING INSPECTION FUND
BUDGETARY COMPARISON SCHEDULE

for the year ended March 31, 2009

Actual
Amounts Actual
Budgeted Amounts {Budgetary Over (Under)
Qriginal Final Baszis) Final Budget
Revenues:
Licenses and permits $148,100 $148,100 $£128,789 $(19,311}
Expenditures:
Public safety 181,65¢C 181,650 169,788 (11,862}
Revenues over {under)
expenditures {33,550) (33,550} (40,999) (7,449}
Other financing socurces:
Transfers-in 33,550 33,550 - £33,5590)
Net change in
fund balance - - {40,999) (40,999)
Fund balance, beginning
of year 40,864 40,864 40,864 —
Fund balance, end of year $ 40,864 % 40,864 $ {135) ${40,999}
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CHIKAMING TOWNSHIP

POKAGON GRANT FUND
BUDGETARY COMPARISON SCHEDULE

for the year ended March 31, 2009

Actual
_ Amounts Actual
Budgeted Amounts (Budgetary Over {Under)
Criginal Final Basgis) Final Budget
Revenues:
Local grants $ - % - $83,100 $83,100
Expenditures:
General government - - 20,5009 20,509
Capital expenditures - - 49,380 49,380
Total expenditures - - 69,889 69,889
Revenues over (under)
expenditures - - 13,211 13,211
Other financing sources:
Transfers-in - - - -
Net change in
- 13,211 13,211

fund balance . -

Fund balance, beginning
of year

$13,211 $13,211

Fund balance, end of year % - %
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HuTttEr & Associates, P.C.

CEATIFIED PLIBLIC ACGLOUNTANTS

330 COMMERCE SGUARE
" "PD. BOX 329
MICHIGAN CITY, INDIANA 45351
JAMES R. HUTTER, CPA TELEPHONE [218] 8748770
MATTHEW E. HOLLAN P FAX [218] 875 044
DER, CPA www huttercpa.com

July 21, 2009

To the Township Board
Chikaming Township
Berrien County, Michigan

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Chikaming
Township {Township) as of March 31, 2009, and for the year then ended, and have issued
our report thereon dated July 21, 2009. Professional standards require that we provide
you with the fellowing information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated February 13, 2008, our responsibility, as
described by professicnal standards, is to express opinions about whether the financial
statements prepared by management with your oversight are fairly presented, in all
matcrial respects, in conformity with U.S, generally accepted accounting principles. Our
audit of the financial statements deoes not relieve you or management of your
responsibilitics.

Planned Scope and Timing of the Andit

We performed the audit according to the planned scope and timing previously
communicated to you.

Significant Audit Findings
Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies.
In accordance with the terms of our engagement letter, we will advise management about
the appropriateness of accounting policies and their application. The significant
accounting policies used by the Township are described in Note 1 to the financial
statemenis. No new accouniing policies were adopted and the application of existing
policics was not changed during the year ended March 31, 2009. We noted no
transactions entered into by the Township during the year for which there is a lack of
authoritative guidance or consensus. There are no significant transactions that have been
recognized in the financial statements in a different period than when the transaction

occurred.



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

Difficuities Encountered in Performing the Audit

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

Audit Adjustments {Corrected and Uncorrected Misstatements)

Professional standards require us to accumulate all known and likely misstatements
identified during the audit, other than those that are trivial, and communicate them to the
appropriate level of management. Management has corrected all such misstatements. In
addition, none of the misstatements detected as a result of audit procedures and corrected
by management werc material, cither individually or in the aggregate, to the financial
statements taken as a whole,

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with
management as a financial accounting, reporting, or auditing matter, whether or not
resolved to our satisfaction, that could be significant to the financial statements or the
auditors’ 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 July 21, 2000,

Management Consultations with Other Independent Accountanits

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



Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting
principles and auditing standards, withh 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 te our retention,

Communication of Significant Deficiencies and Material Weaknesses

In planning and performing cur audit of the financial statements, as of and for the year
ended March 31, 2009, in accordance with auditing standards generally accepted in the
United States of America, and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States,
we considered the Township’s internal control over financial reporting (internal controf)
as a basis for designing our auditing procedures for the purpose of expressing our opinion
on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the governmental unit’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the governmental unit’s internal control.

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

A control deficiency exists when the design or operation of a control does not zllow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or a combination of control deficiencies, that adversely affects the entity’s
ability to initiate, authorize, record, process or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will net be prevented or detected by the entity’s internal control,

A material weakness is a significant deficiency, or a combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement of
the financial statements will not be prevented or detected by the entity’s intemnal control.
The AICPA Auditing Standards Board issued Statements on Audit Standards (SAS) 112
that establishes standards and provides guidance on communicating matters rclated to an
entity’s internal control over financial reporting and is effective for periods beginning
afiter Deccember 15, 2006.  According to SAS 112, it is considered to be a control
deficiency if a client we are auditing has ineffective controls over the preparation of their
financial statements such that client controls are absent or controls are not effective in
preventing or detecting material misstatements in the preparation of the financial
statements, including the related footnotes.



We considered the following deficiencies to be significant deficiencies in internal
control;

Preparation of Financial Statements — Management prepares internal financial
information to assess operations and the financial position of the Township on an
ongoing basis. Although the internal financial information is sufficient to operate
the Township, it is not presented in accordance with generally accepted
accounting principles. The Township contracts with us, the auditors, to draft the
financial statements, including all necessary notes, in accordance with generally
accepted accounting principles, since it does not retain staffing that currently have
the expertise. We believe this meets the definition of a material weakness under
Statement on Auditing Standards 112,

Accrual Adjustments — During the audit, we generally provide significant
assistance in identifying and posting accrual adjustments to the acceunting
records, Accruals represent any adjustments other than cash that impact the
accounting records. We bring this to your aftention since it meets the above
definition on a matter to be communicated.

Segregation of Duties — The relative size of the Township limits the extent to
which the officials can scgregate dutics and responsibilities which impairs the
basic premise that no one individual should have access to both the physical
asseis and the related accounting records (or all recording tasks of a transaction

from inception to completion).

The Township has implemented mitigating controls to strengthen internal controls
and the segregation of duties; however, it must be recognized that the risk of
intentional or unintentional errors could be made and not detected in a timely
manner.

Qur consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies and, accordingly, would not
necessarily disclose ail significant deficiencies that are also considered to be material
weaknesses. However, we believe the significant deficiencies described above to be material

weaknesses.
Compliance and Other Matters

As part of obtaining reascnable assurance about whether the Township’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an

opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing

Standards.

-4-



We thank the Township staff for providing us with all the information and assistance necessary
1o complete this year’s audit.

This report is intended solely for the information and use of the Township Board and
management of Chikaming Township. If we can be of any assistance in implementing these
suggestions or if you have any questions regarding these or any other matters, please feel free 1o
contact us,

Very truly yours,

T ¢ brpreintis £C,

Hutter & Associates, P.C.
Certified Public Accountants



