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MANAGEMENT'S DISCUSSION AND ANALYSIS



Charter Township of Niles
MANAGEMENT’S DISCUSSION AND ANALYSIS

The following discussion and analysis is intended as a narrative overview of the Charter Township of
Niles, Michigan's operations over the fiscal year and ils financial condition on December 31, 2009,
Please read it.in conjunction with the Township's financial statements.

FINANCIAL HIGHLIGHTS

«  The Township's total net assels decreased %611 thousand as a result of this year's operations.

« Ofthe $20 million total nel assets reported, $6.3 million is unrestricted.

« The General Fund's unreserved, undesignated fund balance at the end of the fiscal year was $2.7
million.

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 to comply with Governmental Accounting Standards
Board Statement 34 (GASB 24). The Township's basic financial statements are comprised of four parts:
management's discussion and analysis, the basic financial statements, required supplementary
information. and an optional section that presents combining statements for nonmajor gavernmental
funds. The basic financial stalements include two kinds of statements that present different views of the
Township:

« The first two statements are government-wide financial statements that provide both long-term and
short-term information about the Township's overall financial status.

« The remaining stalements are fund financial statements that focus on individual parts of the
Township government, reporting the Township's operations in more detail than the govermment-
wide financiat statements.
¢ The governmental funds statements tell how general government services, like public warks

and public safety, were financed in the short term, as well as what remains for future
spending.

o Proprietary funds statements offer shart- and long-term financial information about the
activities the government operates fike a business. The Township has three proprietary
funds to account for its sewer and water aperations, and the allocation of self-insurance
costs to the Township's Tunds.

o Fiduciary fund statements show the changes in assets held for others, including emplayee
pEnsions.

The financial statements also include notes that explain some of the information in the financial
staterments and provide more defailed data. The financial statements are foliowed by a section of
required supplementary information that further explains and supports the information in the financial
statements.



Charter Township of Niles
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Governmentawide statements

The government-wide financial statements report information about the Township as a whole using
accounting methods similar to those used by private-sector companies. The Statement of Net Assets
and the Statement of Activities include all of the Township’s assets and liabilitizs. 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 two governmant-wide staterments report tﬁe Township's nat assets and how they have changed.
Net assets (the difference between the Township's asseis and liabilities) is one way to measure the
Township's financial health, or position.

»  Qver time, increases or decreases in the Township's net assets are an indicator of whether its
financial health is improving or deteriorating, respectively.

« To assess the overall health of the Township, you need to consider additional nonfinancial factors,
such as changes in the Township's property tax base and the condilion of the Township's roads.

The government-wide financial statements of the Township are divided into two categories:

v  Governmental aclivities - These activities include functions most commenly associated with
government (e.g., general government, public safety, public works, etc.). Property taxes and
intergovernmental revenues generally fund these services.

» Business-type activities - The Township charges fees to customers to help it cover the costs of
operating the water and sewer operations

Fund financial statements

The fund financiat statements provide more detailed information about the Township's most significant
funds - not the Township as a whole. Funds are accounting devices that the Township uses to keep
track of specific sources of funding and spending for particular purposes.

« Some funds are required by state law and by grant agreements.
+ The Township Board establishes other funds to control and manage money for particular purposes
or to show that it is properly using certain taxes and other revenues.

The Township has three kinds of funds:

s  Governmental funds. Most of the Tawnship’s basic services are included in governmental funds,
which focus on (1) how cash, ‘and other financial assets that can be readily converted tc cash, flows
in and out, and (2) the balances left at year end that are available for spending. Consequenlly, the
governmental funds statements provide a detailed shori-term view that helps determine whether
there are more or fewer financlal resources that can be spent in the near future to finance the
Township's programs. Because this information does not encompass the additional long-term focus
of the governmeni-wide slatements, we provide additional information at the bottom of the
governmental funds statement that explains the relationship between them.



Charter Township of Niles

MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

«  Proprietary funds, Services for which the Township charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide bath Jong- and

short-term financial information.

»  Fiduciary funds. These funds are used to account for the collection and disbursement of resources
for the benefit of employees and ofher entities outside the Township. The Township is responsible
for ensuring that the assets reported in these funds are used for their intended purpose.

FINANCIAL ANALYSIS OF THE TOWNSHIP AS A WHOLE

The following tables present comparative government-wide financia! information for the Township:

Condenscd fnancial information

Met asscis (in fwesands)

Sovarrimeinal

Busingss-lype

activifies aclivities Tatals
2003 2008 2008 20048 2009 2008

Current and other assets & 5,0562.0 3 4.5’22,8 £ 4.,821.1 5 84241 $ 9,B73.1 E 10,145.9
Capital assels 2,570.0 2,8056 11,068.9 11,3029 13,708.9 14,1085
Total assets 77220 _ 75284 15,890.0 16,7270 23,812.0 24 266.4
Current and alhear liabilities 1,931.3 1,805.9 108.6 56,5 2,032.9 1,852.4
Long-term debt 131 - 1,534.6 1.658 1,647.7 1,658
Total liabitities 1,844.4 1,805.8 1,643.2 _1,8142 3.587.6 . 3.620.1

Met gesets:
nvasted in capital assets 26870.0 28056 9.534.3 o645 2 12,204.2 12,4508
Festricted 447.3 402.6 1.116.0 12385 1,633.2 1.835.1
Unrestricted 2,650.3 2,514.3 3,586.5 40321 . _B,285.8 59454
Total net assets L3 5,777.6 & 572256 $_14,246.8 5 14992 8 $ 20,0244 $ 20,835.%

The net assets categoeries of the governmental aclivities, including invesiments In capital assets, and
restricted and unrestricted net agsets have remained relatively unchanged compared to the prior year.

The unrestricted net assets of the business-type activities decreased by approximately $435 thousand,
primarily due to a write off of uncollectible sewer assessmeants.

-ili-



Charter Township of Niles
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Condansed financial iformation
Charges in net assels {in iiousands)

Govammenial Business-lype
activifies . gelivilies Tolals
2009 _ 2008 2009 2008 2009 2008
Program revenues:
Charges for services $ 2338 F 201.3 5 11,5154 5 46271 $ 1,754.2 5 1,818.4
Opergting grants 17.4 i2.9 . - 17.4 12.9
Capital grants - - {418.3}) - (418.3) -
Genearal revenues:
Property taxes 1,755.8 153542 - - 1,755.8 1,354.2
State grants 852.9 988.0 - - 852.9 ugs.0
Franchise fees £3.3 5874 - - £3.3 574
Investment income 19.5 86.2 106.8 g3z 126.3 2864
Gain on: $ale of assets 7.6 - - - 7.6 -
Total revenues 2,955.3 27900 1,203.9 1.710.3 4,159.2 4,500.3
Expenses:
Legislative 51.3 49.1 - - 51.3 49.1
General gavernmeant 538.0 53614 - - 538.0 536.1
Public safety 2,081.2 1,907.0 - - 2,081.2 1.907.0
Public works 50.8 96 8 1,796.9 1,797 .4 1,886.7 1,604.3
Recrzation and culture 587 80.7 - - 58.7 BO.T
Community and economis - - - -
development 51.2 62.0 - - 51.3 62.0
Interest on debt - - 72.9 g1 72.9 791
Total expenses 2,806.3 2,731.7 1,869.8 18768 47701 4,608.3

Increase (decrease) in netassets 3 5540 $ 583 (6659 § (1863 5 (610.9) 5 (108.0)

The changes in net assets of the governmental activities were comparable to the prior year, with
norminal increases in {otal revenues and expenses in 2009 compared to 2008,

The negative capilal grant in the business-type aclivities reflects the sewer assessment write-off
referred to above.

—p-



Charter Township of Nifes
MANAGENENT’S DISCUSSION AND ANALYSIS (Continued)

FINANCIAL ANALYSIS OF THE TOWNSHIP'S FUNDS

At Decernber 31, 2008, the Township's governmental funds reparted a combined fund balance of $3.1
million. )

Expenditures in the General Fund for 2008 exceeded revanue by $36 thousand, less than 1% of the
total.

The fund balance in the Fire Operating Fund increased $36 thousand. The fund balance at the end of
2008 was $282 thousand.

The fund deficit in the Fire Equipment Fund decreased by $234 thousand, as taxes raised exceeded
expenditures for the year, The cumulative deficit is $688 thousand at the end of 2009.

The combined fund balanices for all other governmental funds decreased by $15 thousand and totaled
approximately $798 thousand at the end of 2008,

The Sewer and Water funds experienced operating losses of $221 thousand and 360 thousand,
respectively, reflecting primarily the non-cash charges for depreciation not covered by service charges
and comparatively farger water systemn mainterance costs in 2008. Sewer operating revenues
increased slightly. Water revenues decreased, reflecting reimbursements that were received in the prior
year only. In total, Sewer Fund net assets decreased $579 thousand, while the Water Fund net assels
decreased by $87 thousand, as lhe Sewer Fund assessment write-off, and Water Fund interest
expanse exceeded intarest eamned on investments by $358 thousand and $26 thousand, respectively.

General Fund budgetary highlights

There was no change in lotal approprialions between the ecriginal and final General Fund budget
adopted by the Township Board. Budget amendments within and among categories were nominal and
were made fo reflect anticipated 2008 expenditures.

Revenue totals, including decreases in state grants, permits, and interest, were $236 (housand less
lhan budgeted, reflecting current econemic canditions, but were offset in a iarge part by decreases in

planned expenditures in several categeries, The net negative budget variance was §74 thousand,
compared to a $38 thousand budgeted increase.

Capital assets and debt administration

Capital agsets

Through December 31, 2009, the Township has invested $13.7 million in various capital assets,
including its land, buiidings, equipment, and sewer and water systems.

This year's major capital asset additions included a $76 thousand sewer extension.

Long-term debf

At the end of the fiscal year, the Township had $1.5 million Water Fund bonds outslanding. No new debt

was issued during the year.

Other long-term obligations consisted of a liabilily for compensated absences of $13 thousand.

-



Charter Township of Niles
MANAGEMENT’S DISCUSSION AND ANALYSIS {Continued)

Fconomic condition and outlook

About $2.7 million is available for appropriation in the General Fund. Expenditures are expecled to
change by small amounts comparsd to 2008. The Township continues to review afl budget ling items
for opportunities to reduce expenditures when possible. The budget will be monitored during the year to
identify any necessary amendments.

In 2010, the Township plans to use current revenues to provide essential services in order to maintain
the Township's financial reserves. All local units of government in the Siate of Michigan have
experienced reductions in state-shared sales tax revenue and invesiment incomea. Properly tax
revenues are also expected to decline by a small amount because of current negative economic
conditions. The ongoing costs of providing essential services for the citizens of the Township will again
nead 1o be monitored in arder to maintain the financial condition and operational capabilities of the

Township.
Contacting the Township’s financial management

This financial report is designed to provida a general averview of the Township’s finances to its citizens,
customers, investors, and creditors, and to demonstrate the Township's accountability for the money it
receives. Questions regarding any information provided in this report or request for aaditional financial
inrformation should be addressed to:

James Kidwell, Supervisor Phone: {269) £84-0870
Charter Township of Niles

320 Bell Read

Niles, Ml 49120

-
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INDEPENDENT AUDITORS' REPORT

Board aof Trustees
Charter Township of Niles, Michigan

We have audited the accompanying financial statements of the governmental aclivities,
the business-type activities, each major fund, and the aggregate remaining fund
infermation of the Charter Township of Niles, Michigan, as of December 31, 2009, and for
the year then ended, which collectively comprise the Township's bhasic financial
statements, as listed in the conients, These financial statements are the responsibility of
the Township’s management. Our responsibility is to express opinions on these financial
statements hased on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonahle
assurance about whether the financial staternents are free of malerial misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions,

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the
Charter Township of Niles, Michigan, as of December 31, 2009, and the respective changes
in financial position and, where agpplicakle, cash flows thereof for the year then ended in
cenfarmity with U.5. generally accepted accounting principles.

The management’s discussion and analysis, budgetary comparison information, and
schedule of funding progress, as listed in the contents, are not required parts ef the basic
financial statements but are supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement
and presentatian of the required supplementary information. However, we did not audit the
information and express no opinion on it.



Board of Trustees
Charter Townshin of Niles, Michigan
Page 2

Our audit was conducfed for the purpose of forming opinions on the financial statements
that collectively comprise the Charter Township of Niles, Michigan’s basic finrancial
statements. The combining fund financial statements, as listed in the contents, are
presented for purposes of additional analysis and are not a required part of the hasic
financial statements of the Charter Township of Niles, Michigan. Such information has
heen subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is faitly stated in all material respects in relatien to the
basic financial statemenis taken as a whole.

s hcds Copnstatt Pe.

June 1, 2010
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Charter Township of Nifes
STATEMENT OF NET ASSETS
Decembar 31, 2009

ASSETS

Current assels:
Cash
lnvestmenis
Recaivables, net
Prepald items
interfund balances

Total current assets

Noncurrent assets:
Receivables, noncurrent
Deferred charges
Capital assets not being depreciated - land
Capital assets, net of accumulated
depraciation

Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Payables
Deferred revenue
Current portion of long-term obligations

Tota! current liakilitias

Long-term cabt
Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted.
Debt service
Cemetery
Public safety
Public works
Unrestricted

Total net assets

Governmental Business-type

activities activities Tatals

$ 3138774 $ 3012719 S5 5,152,493
03,738 199,598 03,334
1,307,662 585,044 1,893,586
108,208 165,774 124 982

(7,320} 7,320 -
5,052,050 3,822,355 8,874 405
- 959,500 969,500
- 28 245 29,7245
97,158 32,0008 129,167
20872 806 11,038,879 13,609,685
2,669,964 12,087 533 14,737,597
7,722014 15,880,088 23,612,002
31,543 108,591 140,134
1,899,772 - 1,880.772
- 125,000 125,000
1,931,315 233,581 2.164 906
13,100 1,409,580 1,422 660
1,944,415 1,643,151 3,687,566
2,569 964 5,534,328 12,204 202
- 1,116,010 1,116,010
57358 - £ 735
269179 - 269,179
142 455 - 142,455
2,690,286 3,696,409 6,286,765
$ 5777599 5 14,2_46,83? & 20024436

Sea notes lo the financial slaterments



Charter Township of Niles
STATEMENT OF ACTIVITIES
Year ended December 31, 2009

Functions/Programs
Governmental activities:
Legislative
General government
Public safety
Public works
Recreation and culture
Community and economic development

Total governmental activities

Business-type activities:
Sewer
Water
Total business-type aclivities

Tolals

Program revenues

Operating
Charges for gramts and
Expenses services cantributions
$ 51,267 § - $ -
537,589 20,824 -
2,081,192 144,296 7,376
89,824 62,117 10,014
88,737 4,453 -
51,2290 7,150 -
2,900,289 238 841 17,390

1,587,054 1,366,008
282,821 149,407

1,869,875 1,515,412

General revenugs:
FProperty taxes
State grants
Franchise fees
Investment return
Gain on sale of asseis

Tolal general revenues

Changes in net assets

Net assets - beginning

MNet assets - ending



Program

revenues Net (expenses) revenues and changes in net assets
Capital
granits and Governmental  Business-type

contributions activities activities Totals

3 - $ (51,267) ) (91,267)

- (517,165) (51? 165)

- (1,929,521) (1,929,521}

- {17,683) {17,693)

- {84,282} (84,282}

- {44,140) (44,140}

- {2,644 ,068) {2,644,068)

- - (221,648} (221,048)

{418,328) {551,743) (581,743)

(418,329} - (772,762) (772,792)

$ {418,323 {2,644 ,068) (772,792) (3,416,880}

1,755,818 - 1,755,818

852 851 - 852,801

63,337 - 63,337

18,508 106,867 126,375

7,639 - 7,639

2,699,153 106,867 2,806,020

55,085 {665 925) {610,840}

5,722,514 14,812,762 20,835,276

$§ 5777508 § 14,246,837 § 20,024,436

See notes 1o financial stateimarnts

G-



Charter Township of Nifes
BALANCE SHEET ~governmental funds
December 31, 2009

ASSETS

Cash

Investments
Receivables, net
Due from other funds
Prepald expenditures

Tatal assets

LIABILITIES AND FUND BALANCES
Liabilities:

Payables

Due te other funds

Deferred revenus

Total liahilities

Fund balances:
Unreserved, undesighated
Reserved
Unreserved, undesignated of nonmajor funds:
Special revenus
Capital project

Total fund halances {deficit)
Total ljahilities and fund baiances

Tatal fund balances

Operating Equipment

$ 3385126 § 1,142,255

$ 3385126 § 1,142,230

Amounts reported for governmental activitiesin the statement! of nat assets

(page 5) are different because:

Capital assets used in governmental activifies are not financial resources

and, therefore, are not reperted in the funds.

Prepaid items requiring the use of current financial resources are expenditures in the funds,

Certain assets are not conslderad available financial resources and are deferred in the funds.

Compensated absences do not require eurrent financial resources and are not included in the funds,

Net assets of governmenial activities



Other Total
govermmental  governmental
funds funds

§ 7r7.544 % 31024355

50,256 503,736

22,109 1,307,652

50,504 1,137,797

- 74,908

5 909413 § 6,126,528
$ 3145 % 27,812
71,263 1,111,509
36,995 1,803,878
111,403 3,043,199

- 1,245,073

- 1,040,246

598,281 508,281
199,729 199 729
798.010 3,083,328

$ 009412 § 6,126,528

$ 3,083,329

2,669,964
33,300
4,106

(13,100}

$  5777,599

Sae noras to the financial stafemerts
_f-



Charter Township of Niles

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCES - governmental funds

Year endad December 31, 2000

Fire Fire
General Operaling Fguipment

REVENUES
Taxes $ 663,807 $ 793453 S 317,388
State grants 862,865 - -
Finas and forfeltures 5,761 - -
Licenses and permits 169,520 - -
Charges for services 39,910 40,207 -
Interest and rentals 51,642 5,087 3435
Other 0,411 6,321 8,084

Total revenues 1,804,006 845 068 328,877
EXPENDITURES
Legistative 51,267 - -
General government 510,853 - 1,655
Public safety 1,083,497 809,110 -
Fublic works 48,327 - -
Recreation and cuiture 30,080 - -
Commiunity and economic development 51,290 - -
Capital ouilay 16,605 - 51,318
interest - - 42 450

Total expenditures 1,839,919 BOS 110 05,324
EXCESS {DEFICIENCY) OF REVENUES

OVER EXPENDITURES (35913 35,958 233,653

FUND BALANCES - BEGINNING 2,727,081 246,321 {921,681

FUND BALANCES - ENDING § 2,691,168 § 282279 $_ (688,128)




Qther Total
governmental governmental
funds funds
§ - $ 1,774,708

- 862,865

- 5,761

- 169,620

- 80,117
4,044 64,208
42,818 66,834
46,862 3,024,313
- 81,267

- 512,408

- 1,892,607
38,048 84,373

= BD!QSO

- 51,290
23,735 g1 B59
- 42 450
81,731 2,806,134
{14,918} 218,679
812,926 2 284,850
% 788,010 $ 3,083,329

See notes o ife finsncial stalements
A



Charter Township of Niles

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES [N FUND
BALANCES - governmental funds {(Continued)

Year ended December 31, 2009

Net change in fund balances - total governmental funds (page 8) & 218,679

Armounts reported far governmental activities in the statement of
activities {page 6) are different because:

Capital assets.

Additions 44 B36
Provision for deprecialion {180,033}
Net book value of assets sold {445)
Change in deferred revenue (14,052)
Change in prepaid expense (800}
Change in compensated absences {13,100)
Change in net assets of governmental activities 3 55085

See notes fo e fnanclal sftalements
.



Charter Township of Niles

STATEMENT OF NET ASSETS - proprietary funds

December 31, 2009

ASSETS

Current assets:
Cash
Investments
Receivables
Cue from other funds
Prepaid expensaes

Total current assets

Noncurrent assels:
Receivables, noncurrent
Deferred charges
Capital assets, net of

accumulated depreciation

Total noncurrent
asseis

Tatal assets

LLIABILITIES

Current liabilities:
Payables
Due to other funds

Total current
lizbilites

Long-term debt

Total liabilities
NET ASSETS
Invested in capital assets

Restricted for debt service
Unrestricted

Total net assets

Governmental
Business-type activities activities
Enterprise funds internal
Sewer Waler Totals service
$ 2173932 % 838787 § 3,012,719 % 37,338
164,168 35,430 199,588 -
413,556 172,388 585,944 -
476,662 578 477,240 -
15774 1,000 16,774 -
3,244,092 1,048,183 4,282,275 37.339
- 964,500 969,500 -
- 20,245 29,245 -
7.769,628 3,209,258 11,068,888
7,760,629 4,298,004 12,067 633 -
11,013,721 5,346,187 16,359,908 37,339
86,051 12,540 108,597 3,73
- 460,920 469,920 33,008
96,051 AB82,460 578,511 37,339
- 1,534,660 1,534,560 -
96,051 2,017,020 2,113,071 37,339
7,769,629 1,764,689 9,634,328 -
- 1,116,010 1,116,010 -
3,148,041 448,458 3,596 489
$10917,670 § 3,320,167 $ 14,246,837 % -

See noles fo the financial slatements
-10-




Charter Township of Niles

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET

ASSETS - proprietary funds
Year ended December 31, 2008

OPERATING REVENUES
Charges for services
Othar

Total operating revenues

OPERATING EXPENSES
Contracted services
Parsannel costs
Operations and supplies
Depreciation

Employee benefits

Total operating expenses

OPERATING LOSS

NONOPERATING REVENUES (EXPENSES)

Assessment write-off - uncallectible
Interest income
Interesi expense

Net nonoperating
revenues {expenses)

CHANGES IN NET ASSETS
NET ASSETS - BEGINNING

MET ASSETS - ENDING

Governmental
Business-fype activities activities
Entarprise funds Internal
Sewer Water Totals service
$ 1,336,638 $ 140478 § 1477114 § 20,570
24,368 8.92% 38,298 -
_1.866,005 148407 1,915412 20,570
1,016,540 18,922 1,036,462 -
271,072 38,301 309,463 .
84 755 56,416 141,171 -
214 887 95,126 309,813 -
- - - 20,894
1,587,054 209 855 1,796,909 20,894
(221,049) (80,448) (281,497} (324)
(418,329) - (418,329} -
60,195 63,821 129,018 324
- {95,116) (85,115) -
(358,134) {26,294 (384,428} 324
{679,183) {85,742) (665,925) -
11,496,853 3,415,909 14,912,762 -

$ 10,917,670 $3.329167 §14245837 S

See rotes to the financial sizlements

-11-



Charter Township of Niles

STATEMENT OF CASH FLOWS -proprietary funds

Year ended December 31, 2008

CASH FLOWS FROM OPERATING
ACTWITIES

Receipts from customers

Payments to vendaors and suppliers

Fayments to employees

Payments of healthcare claims

Net cash provided by (used in}
operating activities

CASH FLOWS FROM NON-CAPITAL
FINANCING ACTIVITIES
increase {decrease) [n interfund balances

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES

Coliections on special assessments

Acquisition of capital assets

Payment on long-term debt

Interest pald

MNet cash used in capital and related
financing activities

CASH FLOWS FROM INVESTING
ACTIVITIES

Saile of invesiments
Interest and dividends

Net cash provided by investing activities
NET INCREASE (DECREASE) IN CASH

CASH - BEGINNING

CASH - ENDING

Governmental

Business-type activities aclivities

Enferprise funds internal
Sewer Water Totals service

$ 1371014 § 147596 51518610 % 3428
(1,147,808} (89,898) (1,237,706} -
(271,072} (38,391) {308,483} -

- - - (14,588)
(47,868) 19,307 {28,559 {16,138)
26 087 {48,236) (22,148 -

1,857 180,601 182,458 -
{75,810} . (75,810) -

- (125,000} (125,000} -

- (65,865} (66,865) -
(73,953} (11,264} (85,217) -
398,289 368,743 1,295,032 -

50 861 8,517 68,478 324
956,250 407,260 1,363,510 324
860,518 g7 0687 1,227,585 {15,814)

1,313,414 471,720 1,785,134 53,153
$ 2,173,932 $ 838787 $3.012.719 $ 37338

See noles io e financial stilermonts
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Charter Township of Niles
STATEMENT OF CASH FLOWS -proptietary funds (Continued)
Year ended December 31, 2009

Governmental
Business-type aclivities activities
Enterprise funds Internal
Sewsr Water Totals service

Reconciliation of oparating loss to
net cash provided by (used in)
operating activities:
Operating loss $ (221,049) § (60,448) $ (281497) % {324)
Adjustments to reconcile operating
joss to net cash provided by
{used in} operating activities:

Depreciation 214 887 95,126 308,813 -
{Increase) decrease in:
Receivables, net 5008 {1811} 3,197 -
Due from other funds 3740 - 3,740 -
Prepaid expense (15,774} - (15,774) -
Increase (decrease} in:
Payables {34.478) {13,560} {48,038} 2,881
Due to ather funds . - - {18,694)

Net cash provided by (used in)
operating activities § (47.866) & 19,307 § (28,559) § (16,138

Seq notes fo the financiai stalemenis
13-



Charter Township of Niles

STATEMENT OF FIDUCIARY NET ASSETS

December 31, 2009

ASSETS

Cash
Investments
Accrued interest

Total assets

LIABILITIES

FPayables

Due to other governmental units
Due to others

Total liabilities

NET ASSETS
Held in frust for employees' pension henefits

See notes o the financial statements
-14-

Employee
retirement Agency
plans funds
$ 132,502 § 1,011,895
4,337,838 .
18,213 B,
4,488,353 1,011,085
3717 % .
- 929,174
- 82,821
3717 § 1,011,995
$ 4,484,836



Charter Township of Nifes
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
Year ended December 21, 2009

ADDITIONS

Contributicns:
Empioyer
Participants

Taotal contributions

Investment refurn

Total additions

DEDUCTIONS
Benefits paid

NET INCREASE

NET ASSETS HELD IN TRUST FOR PENSION BENEFITS:
Beginning

Ending

See noles to financial statements
15

Employee
refirement
plans

$

148,589

89,014

217,603

581,758

799,561

420 435

378,926

4,105,710

)

4,484,636




Charter Township of Niles
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PCOLICIES,

The accounting policies of the Charter Township of Niles, Michigan (the Township), conform to LS.
generally accepted accounting principles (hereinafter referred to as generally accepted accounting
principles) as applicable to governmental units. The following is a summary of the significant accounting
paficies,

a) Repotiing entity:

The Township s governed by an elected board of trustees. In accordance with generally accepted
accounting principles and Governmental Accounting Standards Board (GASR) Statement No. 14, The
Financial Reporting Entity, these financial statements present the Township, The criteria esiablished by
the GASB for determining the reporting eniity includes oversight responsibility, fiscal dependency, and
whethar the financial statements would be misleading if data were not included. Based upon the
application of these criteria, there are no other entities for which the Township exarcises oversight
rasponsibility.

h) Government-wide and fund financial statements:

The governmeni-wide financial statements (i.e., the statement of nel assels and the statement of
activities) report information on all of the nonfiduciary activities of the Township. The effect of all
interfund activity has been removed from these statements. Governmenta! activities, normally
supported by taxes and infergovernmental revenues, are reporled separately from business-type
activities. which rely to a significant extent on fees and charges for suppert.

The statement of activities demonstrates 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 contribufions that are resticted to meeting the operational or capital
requirements of a pariicular function or segment. Taxes and other items not preperly included among
program revenues are reported instead as general revenus.

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

¢) Measurement focus, basis of accounting, and financial statement presentation.

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when & fability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenues as soon as all eligibility
requirements imposed by the provider have been met.
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Charter Township of Niles
NOTES TO FINANCIAL STATEMENTS {(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

¢) Measurement focus, basis of accounting, and financial staternent presentation {continued).

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as Soon
as they are both measurable and available. Revenues are considered to be available if they are
collected within the current period or soon enough thereafter to pay liabilities of tha current period. For
this purpose, the Township generally considers revenues to be available if they are expected to be
collacted within 60 days of the end of the current fiscal period. Expendilures genarally are recorded
when a liability is incurred, as under accrual accounting. However, debt service expenditures,
axpenditures refating to compensated absences, and claims and judgments are recorded only wnen
payment is due.

State grants, licenses and permits, charges for services, and interesl asscciated with the current fiscal
periad are all considered to be susceptible to accrual and so have been recognized as revenues of lhe
current fiscal period. Only the portion of special assessments receivable due within the cuirent fiscal
period Is considered to be susceptible to accrual as revenue of the current period. All other revenue items
are considered to be measurable only when cash is received by the Township.

The Township reports the following major governmental funds:

The General Fund is the Township's primary operating fund. 1t accounts for all financiai
resources of the Township, except those reguired to be accounted for in anothar fund,

The Fire Operating Fund accounts for special voted taxes levied to supporl operating costs of
fire protection and response services,

The Fire Equipment Fund accounts for special voted taxes levied to finance capital outlays used
in operating costs of fire protection and response services,

The Township reperts the following major proprietary funds:

The Sewer Fund accounts for the operation of the Township’s sewage system and treatment
plant.

The Water Fund accounts for the operation of the Township’s water mains and pumping
facilities.

Additionally, the Township reports the following fund types:

The internal service fund accounis for the accumulation and allocation of selffunded healthcare
claims program to various Township departments.

The agency funds account for the collection and disbursements of taxes and olher monies due
to other units of government and individuals.

The pension trust funds account for assets held to provide retirement benefits to eligible
participants and thelr beneficiaries.

7-



Chatter Township of Niles
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuedy:

¢} Measurement focus, basis of accounting, and financial staternent presentation (continued):

Amounts reported as program revenue include: (1} charges o customers or applicants for goods,
services, or privileges provided; (2) operating grants and conlributions; and (3} capital grants and
contributions, Thctuding special assessments. Internally dedicated rescurces are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

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 those standards do
nat eonilict with the standards of the Governmental Accounting Standards Board (GASBE). Governmenis
also have the option of following subsequent private-sector guidance for their business-type activities
and enterprise funds, subject to the same limitations. The Township has elected not to follow
subsequent privale-sector standards.

Praprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenuas and expenses generally result from providing services and producing and delivering goods 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. Operaling expenses for
proprietary funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expensas,

Vhen both restricted and unrestricled resources are available for use, it is the Township's policy to use
restricted resources first, then unrestricted resources as they are needed.

d) Assets, fiabilities, and net assets or equity.
i} Bank deposits - Cash and cash equivalants are considered to be cash on hand, demand
deposits, and shart-term investments with a maturity of three months cr iess when acquired.

i) Investmenis - Investments are stated at fair market value. Invesiments are exposed fo
various risks, such as significant external events, interest rate, credit, and overall market
volatility risks. Due ta he level of risk associated with certain investment securities, it is
reasonably possible that changes in the fair value of investments will occur in the near term and
that such changes cauld materially affect the amounts reported in the statement of net assets.

i) Recelvables and payables - In general, outstanding balances between funds are reported as
“rue toffrom other funds." Activity between funds that is representative of lending/borrowing
arrangements outstanding at the end of the fiscal year is referred to as "advances toffrom other
funds.” Any residual balances outslanding between the governmental activities and the
businass-type activilies are reported in the government-wide financial stalements as "internal
balances.” All trade and property tax receivables are considered to be fully collectible.

-15-



Charter Township of Niles
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

d) Assets, fiabilities, and net assets or equify (continued):

iv) Capital assets - Capital assets, which include property, plant, eguipment, and infrastructure
assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activities column in the government-wide financial slatements.
Capital assets, other than infrastructure, are defined by the Township as assets wilh an initial
individual cast of more than $71,000 and an estimated useful life in excess of two years. Such
assets are recorded at historical cost or esfimated historical cost if purchased or constructed.
Donated capital assets are recarded at estimated fair markst value at the date of denation,

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

Buildings and improvemants 15 - 50 years
Fumiture, fixtures, and eqguipment 5-15 years
Vehicles 5-15 years
Infrastructure 20 years

Sewer and water syslems 40 - 75 years

v] Compensated absences {vacation and sick leave) - It is the government's policy to permit
employees to accumulate earned but unused sick and vacation pay benefits. However, such
beneflits must be used within ninety (90) days of year end. A liability for unpaid accumulated
vacation and sick leave has been recorded for the portion dug 1o ermployees upon separation
from service with the Township. Vesled compensated absences are accrued when eamed in
the government-wide, proprietary, and fiduciary fund financial statemenis, A liabllity for these
amounts is reparted in governmental funds only for employee terminations as of year end.

vi} Fund equity - In the fund financial statements, governmental funds report reservations of
fund balance for amounis that are not available for approptiation or are legally restricted by
outside parties for use for a specific purpose.

vii) Property tax revenue recognition - Property taxes are levied as of December 1 on property
values ascessad as of December 31 of the ptior ysar. The billings are due on ar before
February 14, at which time the bill becomes delinguent and penalties and interest may be
assessed by the Township. Property tax revenue is recognized in the year for which faxes have
been levied and bacome available. The Township levy date is December 1, and, accordingty,
the total levy is recognized as revenue in the subsequent year.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY:

Budqetary information - Annual budgets are adopted on a basis consistent with generally accepted
accounting principles for all gevernmental funds. The budget document presents information by fund,
function, department, and line-item. The legal level of budgetary control adopted by the governing body
is the activity level. Amounts encumbered for purchase orders, CONtracts, ale., are fracked during the
vear. Budget appropriations are considered fo be spent once ithe goads are delivered or the services
renderad. There were no significant negative expenditure budget variances.



Charter Township of Niles
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (Continued):

Deficit equity position - As of Decembar 31, 2009, the Township reported a deficit in the Fire Equipment
Fund of $321.681, which arose from the use of a temporary advance from the General Fund to partially
finance a new fire station. The Township intends for the fund to repay the advance over the next three
years using a special voled fax.

NOTE 3 - CASH AND INVESTMENTS!

A reconciliation of cash and investments to the Township's deposits and invesiments, as shown in the
government-wide financial statements and in the statement of fiduciary net assets, is as follows.

Fiduciary net assets

Sovern- Business- Employee
mental fype ratirerment Agency
_.activities activities plans funds Tolals
Cash $ 3,439,774 $ 3012712 § 1325802 % 1011995 £ 7,296,980
investments 503,736 199,598 4337628 - 5,040,972

§ 3643510 § 8,212,317 § 4470140 §$ 1011995 § 12,337,062

Denosils $ 7,206,490
Cash on hand 500
Investments 5,040,972
$ 12,337,962

a} Depaosits:

Deposits are carried at cost and are maintained at various financial institutions in the name of the
Township. Michigan Comgpiled Laws, Section 129.91, authorizes the Township to deposit and invest in
the accounts of federally-insured banks, credit unions, and savings and lean associations, The
Township's deposits are in accordance with statutary aulhority,

Custodial credit risk of deposits is the risk that, in the event of the failure of a depository financial
institution, the Township witl not be able to recover its deposits. Deposits are exposed to custodial credit
risk if they are not covered by depository insurance or are uncollateralized. As of December 31, 2009,
$4.506,609 of the Township's bank balances of $7,032,168 was exposed to custodial credit risk because
it was uninsured. Of the totai bank balances, $6,031,573 was maintained with one financial institution.
The Township does not have a policy that addresses custodial credit risk for deposits,

b} investments:

State siatutes authorize the Township fo invest in a) obligations of the U.S. Treasury, agencies, and
instrumentalities; b} commercial paper, within three (3) highest rate classifications by at least two (2)
national rating services, maturing not later than 270 days; ¢) repurchase agreements, collateralized by
U.S. governmental securities; d) bankers’ acceptances; and ) mutual funds holding investments
allowable by state statute.
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Charter Township of Niles
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 3 - CASH AND INVESTMENTS (Continued):

b) Investments (continued):

Stale statutes authorize defined benefit plan trusts to invest not more than 65% in common stocks and no
more than 5% In real estate holdings. Participant directed defined contribution plans are not subject o
limitations as to the nature and extent of holdings. Investments as of December 31, 2009, consist of the
following (reported at fair value):

Governmental and business-type activities:

Michigan CLASS $ 702,833
.S, government agencies 401
Total governmental and business-lype investments 703,334

Pension trust funds:
Police and Fire Pension Trust Fund:
Pooied equity funds:

Fidelity Contra Fund #022 493,229
Wasatch First Source Incame Equity Fund avs,014
Other funds 695,584

Total pooled equily funds 1,670,837

Government agencies and treasuries:

LS. agencies 3101156
U.S. treasuries 353,967
Other municipalities 5,185
Total government agencies and freasuries 1,188,267
Corporate debi securities . arrg3g
Fooled Nxed ncome funds _ 1uf.A40
Money markat fund 1Y)
Equities _1877s
Total Police and Fire Pension Trust Fund 3,382.817
General Government Pension Trugt Fund:

Pooled separate accounts with insurance company 064,821
‘Total investments of pension trust funds 4337838

Total investments § 5040972
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Charter Township of Niles
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 3 - CASH AND INVESTMENTS (Continued):

h) Investments (continued):

Risks related to investments:

The Township has not established an investment policy that addresses interest rate risk, credit risk,
concentration of credit risk, or custodial credit risk, as described below.

interest rate risk:

Of the Township's holdings, the U.S. treasuries, U.5. agencies, municipal, and cerporate debt securities
holdings are subject to interest rate risk disclosure. As of Deacember 31, 2008, $113,468 is due wilhin one
year, $955,596 is due within two to ten years, and $477,841 is due in more than ten years.

Credit risk:
The Township's investment holdings in U.8 agencies and corporate debt securities had the following

Standard and Poor's credit risk ratings:

Fair value Rating

LS. agencias & 810,516 AAA

Municipal debt securitiss $ 5,185 AbS,

Caorporate debt securities:
§ 71,934 AAA
85,738 AR
130,908 i
98970  BBB

Tatal cotporate debt
securities & 377,838

— oo

Custodial credit risk:
Of the Township's investment holdings, U.S. freasuries, U.S. agencies, and corperate debt holdings are

subject to custodial credit risk disclosure and are uninsured, unregisterad, and held by the Township’s
brokerage firm. Investments in mutual funds are not subject ta custodial credit risk.

_Da



Charter Township of Niles

NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 4 - RECEIVABLES:

Recelvables as of year end for the Township's individual major and nonmajor funds, in the aggregate,

are as follows. All amounts shawn ara considered fully collectible.

Inter- Special
gavern- aE5658-
Taxes _Accounis memial menfs Totals
Governmeantal funds:
General $ 415000 $§ 16419 § 145988 § - $ 531507
Fire Operating 502,881 - - - 60Z,891
Fire Equipment 201,145 - - - 201,145
Other governmental funds - - - 22,109 22,109
Totals $ 1,119,135 § 16419 $ 140089 % 22109 $ 1,207,652
Proprietary funds:
Sewer ] - § 410886 & - F 2670 § 413550
Walter o - 15,188 - 1,128,700 1,141,888
Totals § - sawe074 § - 0§ 1129870 F 1,555
Amounts due beyond one year  § - % - % - §__ 969500 § 969,500
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Charter Township of Niles

NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 5 - CARPITAL ASSETS:

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

Governmental activities:
Capital assets riot being depreciated - land

Captial assets being depreciated.
Buildings
Vehicles
Egquipment
Streets

Suhtotai

Less accumulated depreciation for:
Buildings
Vehicies
Equipment
Streels

Subtotal

Total capital assats being
deprecialed, net

Governmental activities capilel assets, net

Business-type activities:
Capital assets not being depreciated - land

Capital assets being depreciated:
Sawer system
Water system
Subtotal
Less accumulated depreciation for:
Sewet system
Viyater system

Subtotal

Total capital assets being
depreciated, net

Business-type activities capital assets, net

Beoinning Ending

halance _Increases Decreases bafance
S gri1s8 $ - - % 97,158
2,803,685 5,689 - 2,810,274
588,520 - - 988,520
495,015 38,247 (13.,360) 519,802
87,276 m— - a7.276
4,374,496 44,836 {13,360) 4,405,972
{1,033,925) (44,095} - {1,078.020)
{383,108) (70,407) - {453,515}
(238,941) (61,167) 12,915 {287 .183)
(10,074} (4,364} - {14,438)
(1.666,048) {180,033} 12,915 {1,833,184)
2,708,448 {135,197) {445} 2,672 806
$ 2805606 § (135197} (445} § 2669964
$ 32,008 % - b 32,009
13,949,288 75,610 - 14,025,008
4565768 . - 4,565,768
18,515,056 75,810 - 18,590,666
{6.042,932) (214.687) . (6,257 6G19)
_(1,201,242) {85,126} - {1,296,368)
(7.244.174) (308,813} - (7,553,887}
11,270,882 {234.003) - 11,036,878
$ 11,302,881 5 _(234,003) - 3 11,068.888
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Charfer Township of Niles
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 5 - CAPITAL ASSETS (Continued):

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

General governmaent ? 26,620
FPuhlic safety 139,496
Public works 5,451
Recreation and culture BABY

% 180,033

NOTE @ - PAYABLES:

Payables as of year end for the Township's individual major and nonmaijor funds, in the aggregate, are
as follows.

Heaifth
Accounts claims fnterest Tolals
Governmental funds:
General $ 20494 § - $ - $ 20,494
Fire Operating 3,691 - - 3,691
Fire Equipment 482 - - 482
Olher governmental funds 2145 - - 3,145
Tatals $ 27812 & - %__ - § 27812
Business-type funds:
Sewer $ 86051 & - $ - 5 96,051
Y ater 1.850 - 10,680 _ 12,540
Tatals $ 97g01 § - §10,690 108,591
Internal service fund $ 126 § 3606 B - g 3731

NOTE 7- DEFERRED REVENUE:

Governmental funds repart deferred revenues in connection with assels that are not considerad to he
available to liguidate liabilities of the current perind. Governmental funds also defer revenue recagnition
in connection with resources that have bean received but not yet earned. At the end of the current fiscal
year, the various components of deferred revenues are as follows:

Unearned Unavailable Total
Propeity taxes $ 1,866,883 % - $1.,866,383
Special asssssments 32,689 4,106 36,985

$ 1,898,772 § 4106 $1,903,878
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Charter Township of Niles
NOTES TO FINANCIAL STATEMENTS {Continued}

NOTE 8 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS:

The composition of interfund balances as of December 31, 2009, is as follows.

nterfund interfund

_ Fund receivable Fund payaie
General % 1,083,436 Fire Equipmeint $ 1,040,246
Other governmental funds 10,226
Health Claims _ 12,964
1,063,436
Fire Operafing 14,857 Other governmental funds 1,533
Health Claims 13,324
. 14857
Other governmental funds 58,504 Other goveramenial funds 59,504
Sewer 476 662 Water 469,820
Health Claims 6,742
476,662
Water 8§78  Health Claims 978
5 1,615,037 $ 1,615,037

All amounts due from other funds represent advances to other funds to finance operations or capital
ouliays. The amounts due from the Health Claims Fund represent the cumulative overbilling for
allocated costs.

The Fire Equipment Fund is repaying an advance from the General Fund (currently $1,040,248) as
resources become available, with interest at 4.0%.

The Water Fund is repaying an advance from the Sewer Fund {currently, $432,961) in annual
instailments of $24,846, including interest at 5.0%, through Septembey 2021.
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Charter Township of Niles
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 9 - LONG-TERM DEBT:!
Governmental long-term debt consists of vested compensated absences.

Business-type long-term debt consists of 2007 $1,795000 Water Improvement Project Special
Assessment bonds (a limited tax obligation). The bonds were issued pursuant to the provisions of
Public Act 188, as amended, to finance water system improvements, and are to be repaid primarily
from special assessments levied upon benefited properties. The bonds are secured by the full faith and
credit of the Township.

Changes in long-term debt during the current year were as follows.

Beginning Ending
bafance Additions Reduclions balance
Governmental activities:
Compensated absences 5 - $ 18000 % 4800 § 13,160
Business-type activities:
2006 Water Fund bonds $ 1670000 % - ¥ 125,000  § 1,545,000
Less discount {12,264} - {1,824) {10,440}
§ 1857736 § - § 123178 % 1.534,560

Future bond delst requirements at December 31, 2009, are as follows:

Period Principal Interest
2010 $ 123000 § 61.640
2011 123,000 h6i,640
2012 125,000 51,640
2013 130,000 46,540
2014 130,000 41,340

2015 - 2018 650,000 124,638
2020 - 20214 __2ZBoono 11,147

§ 1,545,000 5 383585

NOTE 10 - RETIREMENT PLANS:

a) Police and Fire Pension Plan:
i} Flan description:
The Police and Fire Pension Plan (PFPP) is a single-employer defined benefit pension plan
administered by the Township. The PFPP provides retirement, disability, and death benefils to
eligibla police and fire depariment members and their beneficiaries. Cost of living adjustments are
provided to members and beneficiaries at the discretion of the Township. Separately issued
financial statements of this plan are nct prepared.
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Charter Township of Niles
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 10 - RETIREMENT PLANS {Continuad}.

) Pofice and Fira Pansion Plan (continued):

i) Funding policy:

The contribution reguirements of plan members and the Township are estabiished and may be
amended by Township resolution. Plan members are required to contribute 7.0% of their annual
covered salary. For the year ended December 31, 2009, member conlributions totaled 30,947,
The Township is required to coniribute at an actuarially defermined rate (currently 18.8% of
arnual covered payroll). The Township's annual pension cost for the year ended December 31,
2000, was $96,507,

i) Annual pension cost and three-year lrend information

The annual required contribution was determined as part of the April 1, 2007, actuariai valuation
using the entry age normai actuarial cost method. The actuarial assumptions included a} 7.5%
investment rate of return and b) projected payrolt increases of 5.0%. The actuarial value of assets
is hased on current fair value. The unfunded actuarial accrued ligbllity is being amortized as a
level dollar amount over an open pericd of 15 years.

Three-year trend information

Annual
PEension Peorcentage Net
Year cost of AFPC pension
ended {APC) contriblited obligation
1213112007 § €7.833 100% ¥ -
12/31/2008 § 78512 100% A -
12/31/2009 § 96,607 100% $ -

iv) Funded status and funding progress:
The funded status of the plan for the most recent actuarial valuation date is as foliows:

Actuarial Actuarial UAAL as a

Valuation Actuarial accrued percenfage

date, value of fiabitity (AAL) Unfunded Funded Coverad of covered
December assels entry age AAL ratio pavroll payrof
31, fa) {b} (b-a) _{ak) {c) ({b-al/c)

2008 $ 3,785,657 $ 5,001,460 $1,215803 76% $421.277 289%

The schedule of funding prograss, presented as required supplementary information following the
notes to the financial statements, presents multi-year trend information about whether lthe actuarial
values of plan assets are increasing or decreasing over time relative o the actuarial liability for
benafits.

Certain other accounting policies and plan asset matters are discussed in greater detail in the
Township's actuarial valuation.
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Charter Township of Niles
NOTES TQ FINANCIAL STATEMENTS (Continued)

NOTE 10 - RETIREMENT PLANS {Continued):

a) Police and Fire Pansion Plan {(continued):
iv) Funded status and funding progress {continued).
Effective with the actuarial valuation as of December 31, 2008, the Township adopted the following
changes in actuarial assumptions: -

+ The valuation date was changed from April 1 to December 31,

» The amortization of the unfunded accrued liabilily was changed from & level dollar amortization
over an cpen period of 15 years to a level percent of payroll amartization over a closed 30-year
period.

e The assel valuation method was changed from market valus to a 5-year smoothing of investment
gains and losses.

p) General Government Pensian Plan:

The General Government Pension Plan (GGPP) is a single-employer defined contribution pension plan
administered by the Township. The GGPP provides retirement beneiits to all full-ime employees other
than these covered by the PFPP. Plan provisions and contribution requirements are established and may
be amended by the Township Board, Currently, the Township contributes 8.0% of covered safary. FPlan
members are required to contribute 5.0% of covered salary and may make voluntary contributions subject
to IRS limitations. The employer and employea contributions totaled $51,982 and $38,067, respectively,
for the year ended December 31, 2008.

NOTE 11 - RISK MANAGEMENT:

The Township is exposed to various risks of loss to general liability, property and casualty, workers’
compensation, and employee health and medical claims. The risks of loss arising from general liability up
to $5.000,000, building contents and workers' compensation, and casualty are managed through
purchased commercial insurance. For ali such risks of ioss, there have been no significant reductions in
insurance coverage from coverage provided in prior years. Also, in the past three years, settiements did
not exceed insurance coverage.

NOTE 12 - BUILDING INSPECTION ACTVITIES:
A summary of building inspection fees and direct costs is as follows:

Revenues $ 97832
Expanses 198,518

Deficiency of revenues over expenses  $ (100,886)



Charter Township of Niles
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 13 - PROPERTY TAXES:

The 2008 taxable valuation of the Township totaled $339,805,634, on which ad valorem taxes levied
consisted of the following:

Millaga Taxes
Fund _rate Purpose raised
General 0.8712 General operations $ 314,030
Folice 0.6978 Public safety operations 359,434
Fire Operating 25000 Public safety operations 856,285
Fire Equipmeant 1.0000 Caplital outlays 3537134

These amounts are recognized in the financial statements as taxes receivable, with an offsetting credit
ta deferred revenue. Taxes are considered delinguent on March 1% of the foliowing year, at which time
penalties and interest are assessed.

NOTE 14 - PRIOR PERIOD ADJUSTMENTS:

th 2008, the Township recorded prior period adjustments in its General Fund and governmental
activities to correct the method of recognizing prepaid amounts for contractual public safety services, as
follows:

General Govermmental
Find Activities
Fund balance/net assets -
beginning of year:

As previously reported 5 2,862.483 $ 5657918

Priar period adjustment to
record prepaid coniract 654,598 B4 598
As restated § 2727081 $ 5722514

-----

a0
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Charter Township of Niles

BUDGETARY COMPARISON SCHEDULE - General Fund

Year ended Decernber 31, 2009

REVENUES

Taxes

State granis

Fines and forfeitures
Licenses and permits
Charges for servicas
Interast and rentals
Other

Total revanues

EXPENDITURES
Legislative

General governmeant:
Supervisar
Elections
Assessor
Clerk
Board of Review
Treasurer
Building and grounds
Other

Total general government

Fublic safety:
Police protection
Buitding inspection
Ordinance enforcement

Total public safety

Public works:
Highways and streets
Street lighting
Crains

Total public warks

Vvariance
with final
budget
Criginal Final positive
hudget budget Actual {negative)
$ 665606 S 665606 $ 663,897 3 {1,708)
1,005,045 1,005,045 862,865 {142 180}
5,200 5,200 6,761 1,661
220,400 220,400 169,520 (50,880}
40,752 40,752 39,810 {842)
97,900 87,900 51,642 {46,258)
5,600 5,600 9,411 3,811
2.040,503 2,040,503 1,804,006 (236,487)
48,340 48,340 51,267 {2,927)
27,782 31,331 32,013 (682)
15,495 15,495 6,757 8,728
90,084 80,084 86,095 3,989
84,980 84,980 84,181 799
1,400 1,400 S1e) 701
115,481 115,481 113,205 2.276
151,289 151,289 139,295 11,924
62,100 52,800 48,598 14,302
548,611 £52,960 510,853 42,107
844 075 869,043 658,073 10,970
217,306 217,306 188,518 18,768
22,838 29,087 26,908 2,181
1,084,319 1,115,436 1,083,497 31,938
£9,260 89,260 42,250 47,004
2,700 2,700 2,639 61
4,150 4,150 1,432 2,718
56,110 96,110 46,327 49,783

-31-



Charter Township of Niles
BUDGETARY COMPARISON SCHEDULE - General Fund (Continued)

Year ended December 31, 2009

Variance
with final
budget
Original Final positive
budgef budget Actual (negative)
EXPENDITURES (Continued)
Recreation and culturae & 88250 §$ 88,250 % B0,080 § 8,170
Community and economic development:
Planning and zohing 89,460 48,575 37,5980 10,586
Comimunity development 23,800 23,900 13,301 10,599
Total community and
economic developmeant 03,380 72,475 51,290 21,185
Capital outlay 42,934 28,363 16,605 11,748
Total expenditures 2,001,824 2,001,924 1,839,919 162,005
(EXCESS) DEFICIENCY OF REVENUES
OVER EXPENDITURES 38,579 38,579 (35,913) (74,492}

FUND BALANCES - BEGINNING 2,727,087 2,727,081 2,727,081 -

FUND BALANCES - ENDING $ 2,765,660 $ 2766660 § 2,601,168 $  (74.492)

e



Charter Township of Niles
BUDGETARY COMPARISON SCHEDULE - Fire Cperating Fund

Year ended Decamber 31, 2000

Variance
with final
budget
Original Final positive
budget budget Actual (negative)
REVENUES .
Taxes $ 796,000 $ TE6000 §  TO3453 B {2,547}
Charges for services 52,000 52,000 40,207 (14,793)
Interest and rentals 17,500 17,500 5,087 {12,413)
Other 8,000 8,000 6,321 (1,679)
Total revenues 873,500 873,500 845,068 (28,432)
EXPENDITURES
Public safety 852,623 852 623 809,110 43,513
EXCESS OF REVENUES OVER
EXPENDITURES 20,877 20,877 35,058 15,081

FUND BALANCES - BEGINNING 246,321 246,321 246,321 -

FUND BALANCES - ENDING S 267,198 § 267,798 § 262279 § _ 15,081

-Ea



Charter Township of Niles

BUDGETARY COMPARISON SCHEDULE - Fire Equipment Fund

Year ended December 31, 2008

REVENUES
Taxes

Interest and rentals
Other

Tatal revenues
EXPENDITURES
Genaral government
Capital outlay
Interast

Total expenditures

EXCESS OF REVENUES OVER
EXPENDITURES

FUND DEFICIT - BEGINNING

FUND DEFICIT - ENDING

Variance
with final
budget
Originai Finai positive
budget budget Actual (negative)
¢ 318500 $ 318500 $ 317,358 § (1,142}
12,000 12,000 3,435 (8,565)
, - 8,084 8,084
330,500 330,500 328 877 (1,623)
950 8950 1,555 {6035)
75,700 75700 51,319 24,381
47,400 47,400 42,450 4,950
124,050 124,050 95,324 28,726
206,450 206,450 233,603 27,103
(821,681} (821,681} (921,681)

(716.231) §_(715231) $ (688.128) §

27,103

234



Charter Township of Nifes
REQUIRED SUPPLEMENTARY INFORMATION
Schedule of Funding Progress for Police and Fire Pension Plan

Acltuarial
Accrued
Liability
Actuarial (AAL) - Unfunded
Actuarial value of Enfry AAL Funded Coverad
valuation assels age (UAAL} ratio payroil
date (&) h) _(b-a) (ab) (¢
Aprif 1,
1992 % 1913611 § 2148405 F 234,794 89.1% 5§ 503,378
1997 2,671,899 2,805,804 133,905 95.2% 526,516
1489 3,320,380 3,086,340 {234,034} 107 .B% 563,840
2001 3,468,445 3,465,349 16,904 99.5% 533,909
2003 3,127,745 3,642,748 515,003 85.9% 424,622
2005 3,556,256 4,020,181 463,925 88.5% 552,423
2007 3,787 251 4 245,128 477,878 a8 7% 419 120
December 31,
2008 3,765,657 500414680 1,215,802 75.7% 421,277

LIAAL
asa
parcentage
of
covered
payrol

_ (baje)

47%
25%
-A2%
3%
121%
84%
114%

289%
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Charter Township of Niles
COMBINING BALANCE SHEET - other governmentaf funds

December 31, 2009

Special revenue funds

Budget Revolving Special
Stahilization Improvement Assessment
ASSETS
Cash $ 128879 § 82,498 § 217,417
Investmenis 12,564 - -
Receivables, net - 22,109
Due from other funds - - -
Total assets $ 141443 § 82498 § 230,540
LEABILITIES AND FUND BALANCES
Liabilities:
Payables $ - $ . 3 3,145
Due to other funds 10,226 - 61,037
Deferred revenue - - 36,885
Total lizbilities 10,226 - 101,177
Fund balances - unreserved,
undesignated 131,217 82,498 138,349

Total liabitities and
fund balances $ ’1_4_1,443 $ 82498 § _25}?.526




Special revenue funds

Capital Tofal other
project governmental

Financing Totals fund funds
$ 167867 $ 596661 $ 180,883 % 777,544
18,846 31,410 18,846 50,256
- 22,109 - 22,108
59,504 59 504 - 59 504
$§ 246217 $ 709684 $ 199729 § 909413
$ - 3 3,145 % - ] 3,145
- 71,263 - 71,263
- 36,995 - 36,995
111,403 - 111,403
246,217 508,281 199,720 798,010
$ 246217 § 709.684 $ 189,720 § 808,413

-3B-



Charter Township of Niles
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES - other governmentai funds
Year ended December 31, 2009

Special revenue funds

Budget Revolving Special
Stabilization Improvement Assessment
REVENUES
Interest 3 854 § 481 % 1,186
Other - - 42,818

Total revenueas 654 461 44,004

EXPENDITURES
Public worlcs - - 38,045
Capital outlay - - -

Total expenditures - - 38,046

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES B854 461 5,958

FUND BALANCES - BEGINNING 130,863 82,037 132,381

FUND BALANCES - ENDING § 131,217 $_ 82498 § 133349




Special revenue funds

Capital Total other
project governmerital

Financing Totals fund funds
$ 783 % 3,084 % 980 % 4,044
- 42,818 - 42,818
783 45,802 980 46,862
- 38,046 - 38,046
- - 23,735 23,735
- 38,046 23,735 61,781
783 7,856 {22,775) (14,819)
245,434 580,425 222,504 812,829

§ 246217 § 598,281 § 199729 $__ 766010

-a7-



Charter Township of Niles

COMBINING STATEMENT OF FIDUCIARY NET ASSETS - pension trust funds

Degembear 31, 2003

ASSETS

Cash

nvestments
Interest receivable

Total asseis

LIABILITIES
FPayahles

NET ASSETS
Held in trusl for employees’ pension bensfits

General Police
Government and Fire

Pension Plan Pension Plan Tofals
$ 12502 % 120,000 132,502
054 821 3,382 817 4 337,638
- 18,213 18,213
gG67,323 3,521,030 4 488 353
- 3,717 3,717
$ 967,323 §_ 3517313 § 4484636

A0



Charter Township of Nifes

COMBINING STATEMENT OF CHANGES IN
FIDUCIARY NET ASSETS - pension trust funds
Year ended December 31, 2009

Ganeral Police
Government and Fire
Pension Plan  Pension Plan Totals
ADDITIONS
Contriputions:
Employer g 51,982 & 96607 $ 148,589
Participants 38,067 30,947 69,014
Total contributions 80,049 127,554 217,603
Investrment return 101,442 480,316 581,758
Total additions 191,491 607,870 789,361
DEDUCTIONS
Banefits paid 74,763 345 672 420,435
NET INCREASE 118,728 262,198 378 926
NET ASSETS HELD IN TRUST FOR
PENSION BENEFITS
Beginning 850,585 3,255,115 4,105,710
Ending 3 987,323 § 3517313 $ 4484636




Charter Township of Niles
COMBINING STATEMENT OF FIDUCIARY NET ASSETS - agency funds
December 31, 2009

Trust and Tax
Agency Collection Totals
ASSETS
Cash $ 86,625 $ 925370 § 1,011,885
LIABILITIES
Due to governmental units $ 3,804 $ 925370 % 929174
PDue 1o others 82,821 - §2.621

$ 86625 $ 925370 § 1011985

40~
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June 1, 2010

To the Board of Trustees
Charter Township of Niles

We have audited the accompanying financtal statements of the governmental activities,
the business-type activities, each major fund, and the aggregate remaining fund
information of the Charter Township of Niies for the year ended December 31, 2009, and
have Issued our reporf thereon dated June 1, 2010. Professional siandards reguire that we
provide you with the following information related to our audit.

Qur Responsibility under U5, Generally Accepled Audifing Standards

As stated in our engagement letfer dated November 5, 200%, our responsibility, as
described by professiaonal standards, is to plan and perform our audit to obtain reasonabie,
but not ghsolute, assurance that the finarcial statements are free of material misstatement
and are fairly presented in sccordance with U.5. generaily accepted accounting principles.
Qur audit of the financial statements does not relieve you or management of yaour
responsibilities,

Qualitative Aspects of Accounting Practices

Management is respensible {or the selection and use of appropriate accounting policies.
In accordance with the terms of cur engagement letter, we will advise management about
the appropriateness of accounting pelicies and their applicaiion. The significant
accounting policies used by the Charter Township of Niles are described in Note 1 {¢ the
financial statements. No new accounting policies were adopted, and the application of
existing policies was not changed during 2002, We noted no transactions entered into by
the Charter Township of Niles during the year far 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 knowliedge and experience abkout pasi and
current events and assumptions about iuture events. Certain accounting estimates ars
particularly sensitive because of their significance to the financial statements and because
of the possibility that future eventis affecting them may differ significantly from those
expected. The most sensitive estimate affecting the financial statements was capital asset
depreciation.

Management's estimate of the capital asset depreciation is based on the estimated useful
lives of the Township's capital assets. We evaluated the key factars znd assumptions
used to develop the capital asset depreciation in determining that it is reasoenable in
relation to the financial statements faken as a whole.
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Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a
groposed correction of the financial statemants that, in our judgment, may nat have been
detected except through our auditing procedures. Management has recorded ali of our
propesed audit adjustments.,

Disagreements with Management

For purposes of this (etter, professional standards define a disagreement with
management as a matter, whether or not resglved io our salisfaction, concerning a
financial accounting, reporting, or auditing matter that could be significant to the financial
statements or the auditors' report. We aie pleased to report that no such disagreements
arose during the course of our audit.

Management Representalions

We have requested certain representations from management that are included in the
management representation letter associated with the audit for the year ended December
31, 2009.

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

Difficulties Encountered in Performing the Audit

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

Communication Regarding Internal Controi

In planning and performing our audit of the financial statements of the Charter Township
of Nilas as of and for the year ended December 31, 2009, in accordance with auditing
standards generally accepted in the United States of America, we considered the Charter
Township of Niles’ internal control over financial reporting (internal gontrol) as a basis for
designing our auditing precedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness
af the Tewnship's internal control. Accordingly, we do not express an opinien on the
effectiveness of the Township's internal conirol,

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 significant deficiencies or material weaknesses and, therefore, there can be
no assurance that all such deficiencies have been identified, However, as discussed
below, we identified a deficiency in internal control that we consider to be a material
weakness.
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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 combination of deficiencies, in internal cenfrol, such that
there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not he prevented, or detectad and correcied on a timely basis. We consider
the following deficiency to be a matertial weakness.

The Township has not implemented a system of controls te prepare financial
statements in accordance with U.S. generally accepted acceounting principles,
including procedures to achigve the objectives of recording revenue and expense
accruals, the capitalization and depreciation of capital assets, and the presentation
of financial statement disclosures. The Township has relied upon our firm as
auditor to identify and develop material adjustments necessary to convert the
Tewnship's financial statements into full accrual financial statements and to
prepare the financial statements and appropriate disclosures. This service is
allowable under current auditing standards and ethical guidelines and may ke the
most efficient and effective method for preparation of the Township’s financial
statements, However, when an organization {on its own)} lacks the ability to
preduce financial statements that conform to generally accepted accounting
principles, or when material audit adjustments are identified by the auditor,
auditing standards require that such conditions be communicated in writing as
material weaknesses. The Township has determined that the additional benefits
derived from implementing such a system would not outweigh the costs incurred
{o do so.

This communication is intended solely for the information and use of the Board of

Trustees of the Charter Township of Niles and the State of Michigan Department of
Treasury and is not intended to be and should not be used by anyone cther than these

specified parties.
Jm‘:.l/ Gttt Pe.



