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INDEPENDENT AUDITOR'S REPORT

Adams Township Board
Township of Adams
North Adams, Michigan

We have audited the accompanying financial statements of the governmental activities and each major fund
of the Township of Adams as of and for the year ended March 31, 2007, which collectively comprise the
Township’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the Township's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit 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 and each major fund of the Township of Adams
as of March 31, 2007, and the respective changes in financial position 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 and budgetary comparison information on pages 3 through 5
and pages 18 through 22, are not a required part of the basic financial statements but are supplementary
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 supplementary information. However, we did not
audit the information and express no opinion on it.



Township of Adams
Page 2

Our audit was made for the purpose of forming opinions on the financial statements that collectively
comprise the Township of Adams’ basic financial statements. The individual fund financial statements and
schedules are presented for purposes of additional analysis and are not a required part of the basic financial
statements. This information has been subjected to the auditing procedures applied in the audit of the
financial statements and, in our opinion, is fairly stated in all material respects in relation to the financial
statements taken as a whole.

ﬁujﬂyf W&*ij , Pe

September 10, 2007
Jonesville, Michigan
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MANAGEMENT’S DISCUSSION AND ANALYSIS
TOWNSHIP OF ADAMS

This section of Adams Township’s annual financial report presents our discussion and analysis of the
Township’s financial performance during the fiscal year ended March 31, 2007. Please read 1t in
conjunction with the Township’s financial statements which follow this section.

Financial Highlights

o The Township’s total combined net assets increased by $58,902 between April 1, 2006 and March 31,
2007

o The general fund reported a fund balance of $464,238, which is an increase of $35,185 from the prior
year fund balance.

Using this Annual Report

This annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities provide information about the activities of the Township as a whole and present a
longer-term view of the Township’s finances. Fund financial statements tell how these services were
financed in the short-term, as well as what remains for future spending. Fund financial statements also
report the Township’s operations in more detail than the govemment-wide financial statements.

The Township as a Whole

The Statement of Net Assets and the Statement of Activities report information about the Township as a
whole and about its activities in a way that helps explain the condition of the Township. These statements
include all assets and liabilities using the accrual basis of accounting. All of the current year’s revenues and
expenses are taken into account regardless of when cash is received or paid. In a condensed format, the
table below shows the net assets of the Township as of the end of the year:

TABLE 1 - NET ASSETS

2006 2007
Assets:
Current Assets $ 489,339 $ 533,831
Capital Assets (net of depreciation) 50,511 _ 65356
Total Assets $ 539,850 $ 599,187
Liabilities:
Current Liabilities $ 69 $ 504
Long-term Liabilities ] ]
Total Liabilities $ 69 $ 504
Net Assets:
Invested in Capital Assets, net of related debt $ 50,511 $ 65,356
Restricted 0 0
Unrestricted _ 489,270 _ 533327
Total Net Assets $ 539,781 $ 598,683



MANAGEMENT’S DISCUSSION AND ANALYSIS

TOWNSHIP OF ADAMS

The following table shows the changes in the net assets during the year:

TABLE 2 - CHANGE IN NET ASSETS

2006 2007
Program Revenue:
Charges for services § 73,780 § 72,448
Operating grants and contributions 800 800
General Revenue:
Property tax 50,132 52,750
State shared revenue 133,996 136,023
Unrestricted investrment earnings 6,473 5,932
Other 17,821 12,598
Total Revenue $ 283,002 $ 280,551
Expenses:
General Government $111,026 $116,0682
Public Safety 25,000 19,500
Public Works 141,226 75,107
Culture & Recreation 11,000 10,360
Total Expenses $ 288,252 § 221,649
INCREASE IN NET ASSETS $ (5,250) $ 58,902

The Township’s net assets continue to remain healthy.

Governmental Activities

Total revenues for the year decreased slightly. Expenses increased due to an increase in the contract with
the assessor, and the road chloride was more than anticipated. The General Fund was adjusted accordingly.
During the year, the Township continued to monitor the revenues and expenditures.

The Township’s Funds

The fund financial statements provide detailed information about the most significant funds, not the
Township as a whole. The Township Board creates funds to help manage money for specific purposes as
well as to show accountability for certain activities. The Township’s major funds include the General Fund,
the Northlawn Cemetery Fund, the Inland Lake Improvement Fund, and the Recreation Fund.

The General Fund pays for most of the Township’s governmental services. The most significant are road
work, road stabilization (dust control on all dirt roads) and fire protection; these areas incurred expenses of
$64,067 in 2007 and $121,107 in 2006. The fire protection is partially supported by the reimbursement of
fire calls by the residents and their insurance companies.



MANAGEMENT’S DISCUSSION AND ANALYSIS
TOWNSHIP OF ADAMS

General Fund Budgetary Highlights

Over the course of the year, the Township Board amended the budgets to take into account events during the
year. The most significant was the increase in the General Fund fund balance due to the road project for
Rumsey Road. The project was not completed in the Fall of 2006; therefore, the balance of the advance
payment to the Hillsdale County Road Commission was returned in the amount of $17,663.00. The project
is expected to be completed in the summer of 2007.

Capital Asset and Debt Administration
The Township purchased approximately five acres on the south side of the Northlawn Cemetery for future
expansion of the cemetery and to construct a new town hall.

There was a continued investment in the roads within the Township. The road work is done with the
cooperation of the Hillsdale County Road Commission which performs (or contracts) the work and shares
the costs. This infrastructure is not reported on the Township’s financial statements because the roads are
not the property of the Township. Details of the Township’s capital assets are continued in the notes to the
financial statements on page 16.

Economic Factors and Next Year’s Budgets and Rates

The Township budget for 2007-08 has road work scheduled in the amount of $86,325. The Township Board
is considering building a new town hall on the property that was purchased south of the Northlawn
Cemetery. The Inland Lake Board continues to work on the dredging project at Lake BelAir.

Contacting the Township’s Management

This Financial report is intended to provide our citizens, taxpayers, customers and investors with a general
overview of the Township’s finances and to show the Township’s accountability for the money it receives.
If you have questions about this report or need additional information, we welcome you to contact the
clerk’s office.
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TOWNSHIP OF ADAMS

STATEMENT OF NET ASSETS
MARCH 31, 2007
ASSETS
Cash & investments $ 460,211
Taxes receivable 19,968
Accounts receivable 53,652
Capital assets - net 65,356
Total assets $ 599,187
LIABILITIES
Accounts payable $ 304
NET ASSETS
Investment in capital assets, net of related debt $ 65,356
Unrestricted 533,327
Total net assets $ 598,683

Total liabilities and net assets $ 599,187

The accompanying notes are an integral part of this statement.
-6-



Functions/Programs
General Government
Public Safety
Public Works
Culture & Recreation

Total

TOWNSHIP OF ADAMS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED MARCH 31, 2007

Program Revenues

Operating Capital
Charges for Grants and Grants and
$ 116,682 $ 28,598 $ 800 $ 0
19,500 1,850 0 0
75,107 32,000 ¢ 0
_ 10,360 _ 10,000 0 Q
0

$ 221,649 § 72,448 $ 800 $

General Revenues:
Property tax, levied for general purposes
State shared revenue
Unrestricted investment earnings
Other

Total General Revenues

Change in Net Assets

Net Assets - Beginning (restated, see Note 11)
Net Assets - Ending

The accompanying notes are an integral part of this statement.
-7-

Net
(Expense)
Revenue
$ (87,284)
(17,650}
(43,107)
—(360)

$(148,401)

$ 52,750
136,023
3,932

— 12,598

$207,303
$ 58,902

_539,781
$ 598,683



TOWNSHIP OF ADAMS
BALANCE SHEET
GOVERNMENTAL FUNDS
MARCH 31, 2007

Northlawn  Inland Lake Total
General Cemetery Improvement Recreation Governmental
Fund Fund Fund Fund Funds
ASSETS
Cash & investments $ 326,558 $ 32,234 $ 35,003 $ 66416 $460,211
Taxes receivable 5,696 0 1,434 0 7,130
Accounts receivable 10,204 0 0 0 10,204
Due from other governments 43,448 0 0 0 43,448
Due from other funds 65,998 0 0 0 65,998
Due from agency fund 12,838 Q 0 0 _ 12,838
Total assets $ 464,742 § 32,234 $ 36,437 $ 66,416 $ 599,829
LIABILITIES AND FUND EQUITY
Liabilities:
Accounts payable $ 504 $ 0 $ 0o 3 0 $ 504
Due to other funds Q Q 0 65,998 65,998
Total liabilities $ 504 $ 0 $ 0 % 65998 % 66,502
Fund Equity:
Fund Balance
Reserved $ 0 $ 0 $ 0 $ 418 $ 418
Unreserved/Undesignated 464,238 32,234 36,437 ____ 90 332,909
Total fund equity $464,238 $§ 32234 $ 36,437 $ 418 $ 533,327
Total liabilities and
fund equity $ 464,742 $ 32,234 $ 36,437 $ 66,416 $ 599,829

Reconciliation of Fund Balances on the Balance Sheet for Governmental Funds
to the Net Assets of Governmental Activities on the Statement of Net Assets

Fund Balances - total governmental funds

$ 533,327

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

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds.

Add: Capital assets
Deduct: Accumulated depreciation

Net assets of governmental activities

The accompanying notes are an integral part of this statement.

-8-

94,652

—(25.296)

$ 598,683



LTE'CES §
OLTERY
LSOvY $

OO0
000  §

SIT0C
09€°01
LOTSL
00561
60F° 111 §

TSS08Z %
TSO0T
2£6°S
LyEe
000°0T
SEE91
€209¢1
€111
0SLY8 $

spuny

[PIUIUIUIZAOL)

[BioL

Juawae)s s1y Jo 1red [eidajut ue are ssjou FurAuedwodse Ay

81¥ $ LEVOE § YA

[ 366 6LO0E

80T $ 6059 § ssI'c %

0 g 0 g 000% %

0 [N )

0 $ 0 $ 000§

3¢ § 6059 § (ST

0 [ 0

01 0 0

0 785°ST 0

0 0 0

0 $ 0 $ 05981 $

0 [ S8

81C 16 $19

0 0 0

0 0 0

0 0 SOCVI

0 0 0

0 0 0

0 $ 000CE $ 0 $

oy pury puty

coﬁmouuvwm HGDED>O.HQEH %.GHDEOU

oye pue[U]  UME[UMON

8ETHIV §
¢81°SE §

(000°ST §
(000°%)
0 $

STV §

TSTL6TS
BTT'0T
0SE01
TS 6Y
005°61
65LT6 $

LEVTETS
9T6
800°S
Lye'e
000°01
0L6"1
£20°9¢1
CITpI
0SLTS §

pur]
[e1duUaD)

(11 210N 998} pajeisal pun [BIOUdD)

L00T ‘1€ Y21 - SHONVIVHE ANNd
+9002 ‘1 TUdy - SHONVTVH ANNJ

SHONVTVE AN NI SHONVHO L3N
(sesn) saninos Juroueuly ISYJ0 [BIO],
no siajsuen Junerndg
ur si9suen JuneradQ
(STSM) STIAUNOS ONIONVNIJ HHIO
STANLIANTdXH (AANN) YHAO HNNTATYT 40 SSIOXH

samyipuadxa [®10],
AepinQ rende)
2IN)[N) PUE UOLBAIIIY
SYIOM OTqnd
Ayopeg o1qnd
JUDUILISAOL) [BIAUDL)
SHANLIANIIXH

ANUJAII [BJO],
STIOSUB[[3ISTIA
AUWIOJUI I$2IA)U]
997 asmourly ‘sjruarad ‘sasuadt]
[1eH diysumo], - yuay
$OOIAIRS 10§ $a3IRY))
ONUAAI pareys 2elg
$39J UOIIBISIUTIPY
soxe) Apadoag
HONSATY

L00T ‘1€ HOUVIN TIANH ¥VdA FHL 404

SANNA TV INGWNIIAOD
SHONVTIVE ANNJ NI SEONVHD ANV STINLIANAdXH ‘HONIATYE 40 INIWILV.LS
SIWVAV JO dIHSNAOL



TOWNSHIP OF ADAMS
Reconciliation of Statement of Revenue, Expenditures and Changes in
Fund Balances of Governmental Funds to the Statement of Activities

Net changes in fund balances - total govemnmental funds $ 44,057
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures; however, in
the statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.

Add: capital outlay 20,118
Deduct: depreciation expense (5,273)
Change in net assets of governmental activities $ 58,902

The accompanying notes are an integral part of this statement.
-10 -



TOWNSHIP OF ADAMS
STATEMENT OF ASSETS AND LIABILITIES
AGENCY FUND
MARCH 31, 2007

ASSETS

Cash $ 12,838
LIABILITIES

Due to Township General Fund § 12,838

The accompanying notes are an integral part of this statement.

-1t -
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TOWNSHIP OF ADAMS
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

- SUM AN T P
The Township of Adams is located in Hillsdale County, Michigan, and comprises a population of
approximately 1,984 residents. It is governed by a board consisting of 5 members with a supervisor as its
head.

The following is a summary of significant accounting policies used by the Township of Adams:

Reporting Entity

A reporting entity is comprised of the primary government, component units and other organizations
that are included to ensure the financial statements are not misleading. The primary govemment of the
Township consists of all funds, departments, boards and agencies that are not legally separate from the
Township.

Component units are legally separate organizations for which the Township is financially accountable.
Component units may also include organizations that are fiscally dependent on the Township in that the
Township approves their budget, the issuance of their debt, or the levying of taxes. The Township has
no component units.

Government-Wide and Fund Financial Statements

Government-Wide Financial Statements - The statement of net assets and the statement of activities
display information about the Township as a whole. These statements include the financial activities of
the primiary government, except for fiduciary funds. For the most part, the effect of interfund activity
has been removed from these statements.

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each function or program of the Township’s governmental activities. Direct
expenses are those that are specifically associated with a service, program or department and are
therefore clearly identifiable to a particular function. Program revenues include charges paid by the
recipient of the goods or services offered by the program and grants and contributions that are restricted
to meeting the operational or capital requirements of a particular program. Property taxes, state shared
revenue, and other items not properly included among program revenues are reported as general
revenues. The comparison of direct expenses with program revenues identifies the extent to which each
governmental function is self-financing or draws from the general revenues of the Township.

Fund Financial Stateuents - Fund financial statements report detailed information about the Township.
The focus of governmental fund financial statements is on major funds rather than reporting funds by
type. Each major fund is presented in a separate column. Nonmajor funds (if any) are aggregated and
presented in a single column. Fiduciary funds are reported by fund type.

Measurement Focus and Basis of Accounting

The government-wide statements are prepared using the economic resources measurement focus and the
accrual basis of accounting. Revenue is recorded when eamed and expenses are recorded when the
liability is incurred, regardless of the timing of the related cash flows. Property taxes are recognized as
revenue in the year for which they are levied. Grants and similar items are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met.

-12-



TOWNSHIP OF ADAMS
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

El- FI IN ICIE nti

Measurement Focus and Basis of Accounting (continued)

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
measureable and available. Revenue is considered to be available if it is to be collected with the current
period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenue to be available if it is collected within sixty days of the end of the current
fiscal period. Expenditures generally are recorded when the liability is incurred, as under accrual
accounting.

Under the modified accrual basis, property taxes, state shared revenue, interest, and grants are
considered to be both measurable and available at fiscal year-end. All other revenue items are
considered to be available only when cash is received by the Township.

Financial Statement Presentation

The Township uses funds to maintain its financial records during the fiscal year. Fund accounting is
designed to demonstrate legal compliance and to aid management by segregating transactions related to
certain Township functions or activities. A fund is defined as a fiscal and accounting entity with a
self-balancing set of accounts.

The Township reports the following major governmental funds:

General Fund - used to account for all financial resources except those required to be accounted for
in another fund. The general fund balance is available for any purpose provided it is expended or
transferred according to the laws of the State of Michigan.

Northlawn Cemetery Fund - established as a special revenue fund to account for the revenue and
expenditures associated with the operation and maintenance of Northlawn Cemetery.

Inland Lake Improvement Fund - established as a special revenue fund to account for the revenue

and expenditures associated with weed control at Lake Bel Air.

Recreation Fund - established as a capital projects fund to account for the revenue and expenditures
associated with the construction of a recreation project in conjunction with surrounding
municipalities.

Additionally, the Township reports the following fund type:
Fiduciary Fund/Trust and Fund
Tax Collection Fund - used to account for property taxes collected from residents on behalf of the
Township along with other governmental units in the county. This fund is custodial in nature
(assets equal liabilities) and does not involve measurement of results of operations.

Assets, Liabilities, and Net Assets
Bapk Deposits and Investments - Cash and investments are reported at cost.

Capital Assets - General capital assets result from expenditures in the governmental funds. These assets
are reported in the governmental activities column of the government-wide statement of net assets but
are not reported in the fund financial statements,

-13 -



TOWNSHIP OF ADAMS
NOTES TO FINANCIAL STATEMENTS

MARCH 31, 2007
NOTE_1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Capital Assets (continued)

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated fixed assets are recorded at their fair market values as of the date
received. The Township maintains a capitalization threshold of $1,000. The Township does not possess
any infrastructure. Improvements are capitalized; the cost of normal maintenance and repairs that do not
add to the value of the asset or materially extend an assets life are not. Interest incurred during the
construction of capital assets is also capitalized.

All reported capital assets are depreciated. Improvements are depreciated over the remaining useful
lives of the related assets. Depreciation is computed using the straight-line method over the following
useful lives:

Description i Liv
Buildings & Improvements 50 years
Furniture & Fixtures 20 years
Cemetery Equipment 15 years
Technology 5 years

Interfund Balances - On fund financial statements, receivables and payables resulting from short-term
interfund loans are reported as “due to/from other funds.” These amounts are eliminated on the
government-wide statement of net assets.

Interfund Activity - Flows of cash or goods from one fund to another without a requirement for
repayment are reported as interfund transfers. Interfund transfers are reported as other financing
sources/uses in governmental funds.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual results may differ from those estimates.

E2-STEW E Y
Budgetary Information - The budgetary process is prescribed by provisions of the State of Michigan Budget
Act and entails the preparation of budgetary documents within an established timetable. The legal level of
budgetary control has been established by the Township Board at the line-item level. Any budgetary
modifications may only be made by resolution of the Township Board. All annual appropriations lapse at
fiscal year end.

The Township follows these procedures in establishing the budgets for the individual funds as reflected in
the financial statements:

1) Prior to March 31, the Clerk submits to the Township Board a proposed operating budget for the
fiscal year commencing on April 1.

2) A public hearing is conducted during March to obtain taxpayer comments.

3) Prior to March 31, the budget is legally enacted through passage of a resolution.

4) During the year the budget is monitored, and amendments to the budget resolution are made when
deemed necessary.

-14 -



TOWNSHIP OF ADAMS
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2007

- HIP E T inue
During the year, the Township incurred expenditures in certain budgeted funds which were in excess of
the amounts appropriated, as follows:

General Fund General Government - Miscellaneous 1,000 2,411 1,411

General Fund Assessor - Contract services 10,800 10,868 68

General Fund Public Works - Drains 400 843 443

General Fund Capital Outlay 0 20,118 20,118

Recreation Miscellaneous 0 10 10
NOTE 3 - N

State statutes authorize the Township to deposit and invest in the accounts of Federally insured banks, credit
unions, and savings and loan associations; bonds, securities and other direct obligations of the United States,
or any agency or instrumentality of the United States; United States government or Federal agency
obligations; repurchase agreements; bankers’ acceptance of United States banks; commercial paper rated by
two standard rating agencies within the two highest classifications, which mature not more than 270 days
after the date of purchase; obligations of the State of Michigan or its political subdivisions which are rated
as investment grade; and mutual funds composed of investment vehicles which are legal for direct
investment by local units of government in Michigan. Financial institutions eligible for deposit of public
funds must maintain an office in Michigan. As of March 31, 2007, the Township’s deposits are in
accordance with statutory authority.

The Township’s deposits and investments are subject to several types of risk, which are examined in more
detail as follows:

Credit Risk - Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The Township minimizes credit risk by limiting investments to the types of securities
allowed by State law. The Township’ investment policy further limits its investments to include only the
following: checking accounts, savings accounts, certificates of deposit, money market accounts, and
United States Savings Bonds.

Concentration of Credit Risk - The Township places no limit on the amount the Township may invest in
any one issuer.

Custodial Credit Risk - Custodial credit risk for deposits is the risk that, in the event of a bank failure,
the government’s deposits may not be returned to it. The Township does not have a formal policy for
custodial credit risk. At March 31, 2007, the carrying amount of the Township’s bank deposits was
$478.504 and the bank’s balance was $478,646. Of the total bank balance, $314,565 was covered by
federal depository insurance and $164,081 was uninsured. The Township believes that due to the dollar
amounts of cash deposits and the limits of FDIC insurance, it is impractical to insure all deposits. As a
result, the Township evaluates each financial institution with which it deposits funds and assesses the
level of risk of each institution, Only those institutions with an acceptable estimated risk level are used
as depositories.

Interest Rate Risk - Interest rate risk is the risk that the value of investments will decrease as a result of a
rise in interest rates. The Township has no policy that specifically identifies interest rate risk.
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TOWNSHIP OF ADAMS
NOTES TO FINANCIAL STATEMENTS

MARCH 31, 2007
NOTE 3 - DEPOSITS AND INVESTMENTS (continued)

Foreign Currency Risk - The Township is not authorized to invest in investments which have this type
of risk.

NOTE 4 - RECEIVABLES
Receivables at March 31, 2007, consist of property taxes, special assessments, and fire run charges, and are
considered collectible in full.

NOTE 5 - CAPITAL ASSETS
Capital asset activity for the fiscal year ended March 31, 2007, was as follows:
Beginning Ending
Balance Additions Deletions Balance
Capital assets not being depreciated
Land $ 17,000 $.20,118 $ 0 $ 37,118
Capital assets being depreciated
Buildings & Improvements $ 24,802 5 0 $ 0 $ 24,802
Furniture & Equipment* 32,732 0 0 32,732
Subtotal $ 57,534 3 0 g 0 $ 57,534
Less accumulated depreciation for
Buildings & Improvements $ (18,063) $  (600) $ 0 $ (18,663)
Furniture & Equipment (5,960) (4,673) 0 __(10,633)
Subtotal $ (24,023) $ (5273) $§ 0 $ (29,296)
Total capital assets
being depreciated, net § 33,511 $ (5273) $ Q $ 28238
Total capital assets, net $ 50,511 $ 14,845 $ 0 $ 63,3356

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

General Government $ 5273

*Restated, see Note 11

N -INTE VAB
The composition of interfund balances at March 31, 2007, is as follows:

Fund Interfund Receivable Fund Interfund Payable
General Fund $ 12,838 Tax Collection Fund $ 12,838
General Fund 65,998 Recreation Fund 65,998

$ 78,836 $ 78,836
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TOWNSHIP OF ADAMS
NOTES TO FINANCITAL STATEMENTS

MARCH 31, 2007
TEG - LE Y nti
Interfund transfers during the year consisted of the following:
Transfers from Tax Collection Fund to General Fund $ 150,521
Transfers from Tax Collection Fund to Inland Lake Improvement Fund 31,139
Transfers from Tax Collection Fund to Northlawn Cemetery Fund 800
Transfer from General Fund to Northlawn Cemetery Fund 5,000

The amount due to General Fund from the Tax Collection Fund represents Township property taxes that
have been collected but not yet transferred to General Fund. The amount due to General Fund from the
Recreation Fund represents advances to the Recreation Fund for completion of the recreation arca project.

- PE

Real estate and personal property taxes are recorded as revenue in an amount equal to the total taxes levied.
There are no provisions made for possible uncollectible taxes. The total levy for 2006 was .9333 mills for
general operations on a total state taxable valuation of approximately $56,596,000. The Township
properties are assessed as of December 31 (the lien date), taxes levied December 1 of the succeeding year
and due without interest to March 1. After March 1, the delinquent taxes real portion are turned over to the
County Treasurer for collection. The personal properties continue to be collectible by the Township
Treasurer.

NOTE 8 - RISK MANAGEMENT

The Township is exposed to various risks of loss related to property loss, torts, errors and omissions, and
employee injuries. The Township has purchased commercial insurance for claims relating to general
liability, excess liability, auto liability, errors and omissions, physical damage (equipment, buildings and
contents), workers compensation, and other appropriate coverages. There has been no significant reduction
in insurance coverages, and settled claims have not exceeded the amount of insurance coverage in any of
the past 3 years.

- M T
The Township is a reimbursing employer to the Michigan Unemployment Agency and as such is
responsible to pay the Agency for those benefits paid and charged to its account. As of March 31,
appropriate liabilities have been recorded for all claims paid by the Agency. However, no provision has
been made for future payments that might result from claims in process or unfiled.

- IT
At its March, 2007 meeting, the Township Board approved various contracts with the Hillsdale County
Road Commission totaling $61,900 (Township share) for road projects to be completed in the 2007-08
fiscal year.

NOTE 11 - RESTATEMENTS

The balance of capital assets was understated in the prior year financial statements by $5,528 (the Township
received a new voting machine as the result of a Federal Grant). The beginning balances for capital assets
and net assets have been restated by this amount.

Beginning fund balance and net assets have also been restated to correctly reflect the specific State Revenue
Sharing payments allocable to the fiscal year (an increase of $42,795).

-17-



REQUIRED SUPPLEMENTARY INFORMATION



TOWNSHIP OF ADAMS
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED MARCH 31, 2007
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Variance
With
Original Amended Amended
Budget Budget Actual Budget
Beginning of year fund balance $ 386,258 $ 386258 $ 429,053 § 42,795
Resources (inflows)
Property taxes 40,000 40,000 52,750 12,750
Administration fees 10,000 10,000 14,113 4,113
State shared revenue 133,000 133,000 136,023 3,023
Charges for services 2,200 2,200 1,970 (230)
Rent - Township Hall 10,500 10,500 10,000 (500)
Licenses, permits, franchise fees 2,630 2,630 3,347 717
Interest income 1,000 1,000 5,008 4,008
Miscellaneous 9,000 9,000 9,226 226
Amounts available for appropriation 594588  $594,588  $661490 § 66,902
Charges to appropnations (outflows)
General Government
Township Board
Salaries 2,733 2,733 2,733 0
Dues and subscriptions 1,500 1,500 1,225 (275)
Mileage 1,000 1,000 651 (349)
Conferences 2,500 2,500 2,448 (52)
Office equipment 2,900 2,900 4 (2,896)
Computer software 1,500 1,900 1,849 (51)
Attorney 2,000 2,000 111 (1,889)
Communications 1,100 1,300 1,113 (187)
Payroll tax 3,500 3,500 2,862 (638)
Printing and publishing 1,000 1,000 396 (604)
Insurance and bonds 13,000 13,000 11,817 (1,183)
Miscellaneous 1,000 1,000 2,411 1,411
Supervisor
Salary 5,347 5,347 5,347 0
Supplies 250 250 34 (216)
Zoning Administrator 1,661 1,661 1,661 0
Clerk
Salary 13,721 13,721 13,721 0
Deputy 250 250 0 (250)
Supplies 2,500 2,500 597 {1,903)
Audit 2,000 2,000 1,650 (350)



TOWNSHIP OF ADAMS
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

FOR THE YEAR ENDED MARCH 31, 2007

Board of Review

Treasurer
Salary
Deputy
Dog license fees
Site tax
Supplies
Printing
Assessor
Contract services
Supplies

Elections

Building and grounds
Utilities
Repairs

Cemetery

Clerical salary
Maintenance

Planning Commission/Board of Appeals

Public Safety
Fire contracts

Public Works
Roads
Road chloride
Street lights
Drains
Transfer station

Culture and Recreation
Library

Capital Qutlay
Transfers to other funds

Total charges to appropriations
End of year fund balance

Orniginal
Budget
1,000

12,214
250
150

1,000
3,000
4,000

10,800
2,000

2,000

800
5,000

1,730
5,000

6,000

30,000

95,500
18,240
500
400
6,000

10,850
0

— 5,000

$.280.896
$313,692

Amended

Budget
1,000

12,214
250
150

1,000
3,000
4,000

10,800
3,100

2,300

800
5,000

1,730
5,000

6,000

30,000

95,500
20,040
500
400
6,000

10,850
0

— 5000
$ 284,696
$ 309,892

Variance
With

Amended
776 (224)

12,214 0
0 (250)
100 (50)
770 (230)
2,567 (433)
2,638 (1,362)

10,868 68
2,105 (995)
2,126 (174)
444 (356)
1,121 (3.879)

1,730 0
3,300 (1,700)
1,370 (4,630)
19,500 (10,500)
24,617 (70,883)
19,950 (90)
315 (185)

843 443
3,800 (2,200)
10,350 (500)

20,118 20,118
5,000 0
$ 197,252 § (87,444)

$ 464 238 $ 154,346
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TOWNSHIP OF ADAMS

BUDGETARY COMPARISON SCHEDULE

NORTHLAWN CEMETERY FUND

FOR THE YEAR ENDED MARCH 31, 2007

Beginning of year fund balance

Resources (inflows)
Charges for services
Interest income

Miscellaneous
Transfers from other funds

Amounts available for appropriation

Charges to appropriations (outflows)
General Government

Cemetery
Burials
Foundations
Mowing
Electricity
Flags
Snow removal
Tree trimming
Tractor repair
Grass seed & gravel
Miscellaneous

Total charges to appropriations

End of year fund balance

Orniginal
Budget
$ 30,079

11,000

75

900

— 5,600

$ 47,054

§ 5,000
7,000
10,992
130

600

700

1,000
1,100
1,000

_ 500

$ 28,022
$ 19,032

Amended

Budget
$ 30,079

11,000

75

500
5,000

$ 47,054

$ 5,000
7,000
10,992
130

600

700

1,000
1,100
1,000
300

$§ 28,022
$ 19,032

Variance

With
Amended

Actual Budget
$ 30,079 $ 0
14,365 3,365
615 540
825 (75)
_ 5,000 0
$ 50884 § 3,830
$ 4,550 $ (450)
2,150 (4,850)
10,992 0
96 (34)
600 0
125 (575)
0 {(1,000)
0 (1,100)
115 (885)
22 {478)
$ 18,650 $ (9,372)
$ 32,234 $ 13202
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TOWNSHIP OF ADAMS

BUDGETARY COMPARISON SCHEDULE

INLAND LAKE IMPROVEMENT FUND

FOR THE YEAR ENDED MARCH 31, 2007

Beginning of year fund balance

Resources (inflows)
Property taxes
Interest income
Miscellaneous

Amounts available for appropnation

Charges to appropriations (outflows)
Public Works
Weed control
Engineering fees
Permits
Advertising
Supplies

Total charges to appropriations

End of year fund balance

Variance

With
Original Amended Amended
Budget Budget Actual Budget
$ 29,928 $ 29,928 $ 29,928 $ 0
32,000 32,000 32,000 0
100 100 91 (9
0 Q 0 {0
$ 62,028 $ 62,028 $ 62019 §  (9)
§ 30,000 $ 30,000 $ 24,400 $ (5,600)
13,000 13,000 382 (12,618)
800 800 800 0
500 500 0 (500)
_ 100 100 0 (100}
$ 44400 § 44400 § 25,582 $ (18,818)
$ 17,628 $ 17,0628 § 36,437 $ (18,809)
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TOWNSHIP OF ADAMS
BUDGETARY COMPARISON SCHEDULE
RECREATION FUND
FOR THE YEAR ENDED MARCH 31, 2007

Variance
With

Original Amended Amended

Budget Budget Actual Budget
Beginning of year fund balance $ 210§ 210 % 210 $ 0

Resources (inflows)

Interest income 200 200 218 18
Contributions from other governments 0 0 Q 0
Amounts available for appropriation $ 410 $ 410 $ 428 % 18
Charges to appropriations (outflows) 0 Q 10 10
End of year fund balance $ 410 $ 410 $ 418 $ 8
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TOWNSHIP OF ADAMS
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
CURRENT TAX COLLECTION FUND
FOR THE YEAR ENDED MARCH 31, 2007

Balance Balance
April 1, 2006 Additions Deductions March 31, 2007
ASSETS

Cash $ 91,014 $ 1,330,257 $ 1,408,433 $ 12,838

LIABILITIES
Due to Other Funds $ 91,014 $ 108,676 $ 186,852 $ 12,838
Due to County 0 683,848 683,848 0
Due to Schools 0 _ 537,733 _ 537,733 N |
$ 91,014 $ 1,330,257 $ 1,408,433 $ 12,838

The accompanying notes are an integral part of this statement.
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September 10, 2007

Adams Township
North Adams, Michigan

In planning and performing our audit of the financial statements of Adams Township of and for the year
ended March 31, 2007, in accordance with auditing standards generally accepted in the United States of
America, we considered the Township’s internal control over financial reporting (internal control) as a basis
for designing our auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Township’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the Township’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and
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
over financial reporting that we consider to be significant deficiencies.

A control deficiency 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 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 not
be prevented or detected by the entity’s internal control. We consider the following deficiency to be a
significant deficiency in internal control.

inancial eparati

The Township does not have procedures in place to prepare financial statements in accordance with
accounting principles generally accepted in the United States of America, including procedures to
record accruals for revenue and expenditures, to track changes in capital assets, and to present required
financial statement disclosures. We recognize the time and expense that would be required to obtain the
necessary training and expertise to perform this task internally. We recommend that you continue to
carefully review the draft financial statements and notes prepared by your external auditors prior to
approving them and accepting responsibility for their content and presentation.

A material weakness is a sigpificant deficiency, or 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 Township’s internal control.



Adams Township
Page 2

Our 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 intemnal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies
that are also material weaknesses. However, we do consider the significant deficiency described above to be
a matenal weakness.

In addition, we noted other matters involving the intemal control and its operation that we did not consider
to be significant deficiencies or material weaknesses.

Annual Budget
Notice of the required annual public hearing on the budget is being published in the paper and you

have indicated that the hearing is being conducted, but there is no direct reference to the hearing in
the minutes of the Board meetings. We recommend that the Board minutes specifically mention the
public hearing and include a general description of any comments made by the public.

We further recommend that the budget be monitored carefully and amended when necessary to

avoid any over-expenditure.

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

Jonesville, Michigan
September 10, 2007



