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ROUND/FARWELL LAKES SEWER COMMON FUND 
STATEMENT OF NET ASSETS 

Year Ended March 31, 2007 
 
 
 ASSETS 
 
Cash and cash equivalents $  28,106 
Receivables:  
 Customers        264 
 
   Total assets   28,370 
 
 LIABILITIES: 
 
Accounts payable 6,479 
Deferred revenue   20,997
 
   Total liabilities   27,476 
 
 NET ASSETS
 
Unrestricted        894 
 
   Total net assets $       894 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes to financial statements are an integral part of these statements. 
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 ROUND/FARWELL LAKES SEWER COMMON FUND 
STATEMENT OF REVENUES, EXPENSES  

AND CHANGES IN NET ASSETS 
Year Ended March 31, 2007 

 
 
OPERATING REVENUES: 
 Charges for services $  32,348 
 Miscellaneous          14 
   Total operating revenues   32,362
 
OPERATING EXPENSES: 
 Treatment fees 10,690 
 Operation and maintenance 20,532 
 General and administrative        415 
   Total operating expenses   31,637 
 
OPERATING INCOME        725
 
NON-OPERATING REVENUES: 
 Interest income        169
   Total non-operating revenues        169 
 
CHANGES IN NET ASSETS 894 
 
NET ASSETS, BEGINNING 
 OF YEAR         -0- 
 
NET ASSETS, END OF YEAR $       894 
 
 
 
 
 
 
 
 

 

 
 

 
 
 
 
 
 
 
 
 
The accompanying notes to financial statements are an integral part of these statements. 
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ROUND/FARWELL LAKES SEWER COMMON FUND 
STATEMENT OF CASH FLOWS 

Year Ended March 31, 2007 

 
 
CASH FLOWS FROM OPERATING ACTIVITIES: 
 Receipts from customers $  25,945 
 Payments to suppliers  (25,158) 
    Net cash provided (used) by 
     operating activities        787
 
CASH FLOWS FROM INVESTING ACTIVITIES: 
 Investment income        148 
    Net cash provided (used) by 
     investing activities        148 
 
INCREASE IN CASH AND CASH EQUIVALENTS 935 
 
CASH AND CASH EQUIVALENTS - 
 BEGINNING OF YEAR   27,171
 
CASH AND CASH EQUIVALENTS - 
 END OF YEAR $  28,106 
 
 
 
RECONCILIATION OF OPERATING 
 INCOME TO NET CASH PROVIDED 
 (USED) BY OPERATING ACTIVITIES: 
  Operating income $      725 
  Changes in assets and liabilities: 
   Accounts receivable (264) 
   Accounts payable 6,479 
   Deferred revenue    (6,153) 
    Net cash provided (used) by 
     operating activities $       787 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes to financial statements are an integral part of these statements. 
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ROUND/FARWELL LAKES SEWER COMMON FUND 
STATEMENT OF ASSETS AND LIABILITIES - 

AGENCY FUND 
March 31, 2007 

 
 
ASSETS: 
 
 Cash and cash equivalents $419,478
 
   Total assets $419,478 
 
 
LIABILITIES: 
 
 Due to other governments $419,478 
 
   Total liabilities $419,478 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
See accompanying notes to financial statements. 
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 ROUND/FARWELL LAKES SEWER COMMON FUND 
NOTES TO FINANCIAL STATEMENTS 

March 31, 2007 
 
 
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
The accounting policies of Round/Farwell Lakes Sewer Common Fund (the “Common Fund”) 
conform to accounting principles generally accepted in the United States of America (GAAP) as 
applicable to governmental units.  The following is a summary of the significant accounting 
policies used by Round/Farwell Lakes Sewer Common Fund.   

 
 Reporting Entity

 
The Common Fund was established under the provisions of Act 35, Public Acts of 1951.  An 
agreement between Jackson County and the Townships of Hanover and Liberty was entered 
into to operate and maintain a sewer enterprise fund for the Jackson County Wastewater 
Disposal Facility (Round/Farwell Lakes Section).  A non-binding advisory sewer committee, 
which is composed of the Hanover Township Treasurer, an elected official from Hanover 
Township, and two elected officials from Liberty Township was formed.  The Township 
Boards retain the power to approve the Common Fund’s budgets, sewer rates and charges.   
 

 Measurement Focus, Basis of Accounting, and Financial Statement Presentation
 
  Basis of Presentation

 
The financial statements include the accounts of the Common Fund and have been 
prepared on the accrual basis.  The significant account policies of the Common Fund, as 
summarized below, conform with proprietary fund accounting.      

 
  Basis of Accounting

 
The Common Fund utilizes the accrual basis of accounting.  Revenue is recorded when 
earned and expenses are recorded when a liability is incurred, regardless of the timing of 
the related cash flows.  Private-sector standards of accounting issued prior to 
December 1, 1989, are generally followed in proprietary fund financial statements to the 
extent that those standards do not conflict with or contradict guidance of the 
Governmental Accounting Standards Board.  Governments also have the option of 
following subsequent private-sector guidance for their business-type activities and 
enterprise funds, subject to this same limitation.  The Common Fund has elected not to 
follow private-sector standards issued after November 30, 1989 for its business-type 
activities.     

 
 
 
 
 
 
 
 
 
 

-6- 



ROUND/FARWELL LAKES SEWER COMMON FUND 
NOTES TO FINANCIAL STATEMENTS 

March 31, 2007 
 
 
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
 Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued) 
 
  Basis of Accounting (Continued) 
 

Proprietary funds distinguish operating revenue and expenses from nonoperating items.  
Operating revenue 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 revenue of our proprietary fund relates to charges to customers for 
sales and services.  The fund also recognizes the portion of tap fees intended to recover 
current costs (e.g., labor and materials to hook up new customers) as operating revenue.  
The portion intended to recover the cost of the infrastructure is recognized as nonoperating 
revenue.  Operating expenses for proprietary funds include the cost of sales and services, 
and administrative expenses.  All revenue and expenses not meeting this definition are 
reported as nonoperating revenue and expenses.   
 
Agency Funds account for assets held by the Common Fund in a trustee capacity or as an 
agent for other governments.   

 
  Assets, Liabilities, and Net Assets

 
  Cash and Cash Equivalents

 
The Common Fund considers all highly liquid investments with an original maturity of 
three months or less to be cash and cash equivalents.     

 
  Receivables

 
All receivables from customers are considered to be fully collectible.   

 
 Net Assets 

 
Net assets represent the Township’s equity interest from the accumulated profits 
generated by the Common Fund joint venture.     

 
 Use of Estimates
 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of the 
financial statements and the reported amounts of revenue and expenses during the period.  
Actual results could differ from those estimates.   
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ROUND/FARWELL LAKES SEWER COMMON FUND 
NOTES TO FINANCIAL STATEMENTS 

March 31, 2007 
 
 
2. DEPOSITS 
 

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) authorizes local 
governmental units to make deposits and invest in the accounts of federally insured banks, 
credit unions, and savings and loan associations that have offices in Michigan.  The local unit 
is allowed to invest in bonds, securities, and other direct obligations of the United States or any 
agency or instrumentality of the United States; repurchase agreements; bankers’ acceptances 
of United States banks; commercial paper rated within the two highest classifications, which 
matures 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 that are legal for direct investment by local units of government in 
Michigan.   
 
The Townships have designated two banks for the deposit of the funds.  The Common Fund’s 
deposits are in accordance with statutory authority.   

 
The Common Fund’s cash is subject to risk, which is examined in more detail below: 
 

  Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Common Fund’s 
deposits may not be returned to it.  The Common Fund does not have a deposit policy for 
custodial credit risk.  The bank balance of the Common Fund’s deposits is $450,629, of 
which $159,764 is covered by Federal depository insurance. The Common Fund 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 Common Fund 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.   

 
 
3. DEFERRED REVENUE 

 
The Common Fund records deferred revenue for service charges prepaid as of March 31, that 
are earned in the next fiscal year.   
 
 

4. NET ASSETS 
 
The Common Fund’s net assets represent Hanover Township’s and Liberty Township’s equity 
interest in the joint venture.  Allocations are based upon each Township’s share of the profits.  
As of March 31, 2007, Hanover Township’s and Liberty Township’s share of the net assets was 
$454 and $440, respectively.   
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ROUND/FARWELL LAKES SEWER COMMON FUND 
NOTES TO FINANCIAL STATEMENTS 

March 31, 2007 
 
 
5. AGENCY FUND 

 
The Common Fund has an Agency Fund to hold the special assessment collections from 
Hanover and Liberty Townships and then makes the semi-annual bond payments to Jackson 
County on behalf of the Townships.   
 
The Agency Fund activity for the year ended March 31, 2007, was as follows:   
 

   Special Interest Bond 
   Assessment Earned on Payments 
  Balance at Collections Debt Service to Jackson Balance at 
  March 31, 2006  Received   Account   County  March 31, 2007
 Due to: 
 Hanover Township $313,977 $342,376 $  16,453 ($293,014) $379,792 
 Liberty Township  38,621   83,674     4,915  (87,524)   39,686
 Total $352,598 $426,050 $  21,368 ($380,538) $419,478 
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