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All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumuiated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
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The local unit is free of repeated comments from previous years,
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP),

The beard or council approves all invoices prior to payment as required by charter or statute.

To our knowledge, bank reconciliations that were reviewed were performed timely.
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INDEPENDENT AUDITORS' REPORT

City Commission
City of Gobles, Michigan

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, and each major fund, and the aggregate remaining fund
information of the City of Gobles, Michigan, as of June 30, 2007, and for the year then
ended, which collectively comprise the City of Gobles, Michigan’s financial statements, as
listed in the contents. These financial statements are the responsibility of the City of
Gobles, Michigan's management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards
and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. 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, the business-
type activities, and each major fund, and the aggregate remaining fund information of the
City of Gobles, Michigan, as of June 30, 2007, and the respective changes in financial
position and, where applicable, cash flows thereof for the year then ended in conformity
with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have issued our report dated
February 12, 2008, on our consideration of the City of Gobles, Michigan’s internal control
over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, grant agreements, and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing and not to provide an opinion on the internal control over
financial reporting or compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

The budgetary comparison information, as listed in the contents, is not a required part of
the basic financial statements but is supplementary information required by the

~ Governmental Accounting Standards Board. We have applied certain fimited procedures,
which consisted principally of inquires 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.
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City Commission
City of Gobles, Michigan
Page 4

The City of Gobles, Michigan has not presented the management’s discussion and
analysis that the Governmental Accounting Standards Board has determined is necessary
to supplement, although not required to be a part of, the financial statements.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the City of Gobles, Michigan’s basic financial statements. The
accompanying supplementary data is presented for the purpose of additional analysis and
is not a required part of the basic financial statements.

%‘w&uﬂc.

February 13, 2008
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City of Gobles
STATEMENT OF NET ASSETS
June 30, 2007

ASSETS

Current assets:
Cash
Receivables
inventory
internal balances

Total current assets

Noncurrent assets:
Land
Depreciable capital assets, net

Total noncurrent assets
Total assets
LIABILITIES
Current liabilities:

Payables
Bonds payable

Total current liakilities

Noncurrent liabilities - bonds payable
Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Restricted for street repairs and improvements

Unrestricted

Total net assets

See notes to the financial statements
A

Governmental Business-type

activities activities Totals
$ 369,528 $ 52,011 $ 421,539
78,919 45,173 124,092
- 1,000 1,000

31,413 (31,413) -
479,860 66,771 546,631
8,000 2,500 10,500
205,030 1,299,314 1,504,344
213,030 1,301,814 1,514,844
692,890 1,368,585 2,061,475
31,446 5,396 36,842
- 15,000 15,000
31,446 20,396 51,842
- 1,253,000 1,253,000
31,446 1,273,396 1,304,842
205,030 31,314 236,344
159,083 - 159,063
297,351 63,875 361,226
$ 661444 3 95,189 $ 756,633




City of Gobles
STATEMENT OF ACTIVITIES
Year ended June 30, 2007

Functions/Programs
Governmental aclivities:
Legisiative
General government
Public safety
Public works
Culture and recreation

Total governmental activities

Business-type activities:
Water

Totals

Program revenues

Operating
Charges for grants and
Expenses services contributions
$ 7,282 S - $ -
144,332 1,801 -
105,010 6,876 -
98,906 - 74,452
21,263 - -
376,793 8,677 74,452
172,818 117,211 -
$ 549611 $ 125888 $ 74,452

General revenues:
Property taxes
State shared revenue
Unrestricted interest income

Total general revenues

Change in net assets
Net assets - beginning

Net assets - ending



Net (expenses) revenues and changes in net assets

Governmental Business-type
activities activities Totals

$ (7.282) $ (7,282)
(142,531) (142,531)
(98,134) (98,134)
(24,454) (24,454)
(21,263) (21,263)
(293,664) (293,664)
3 (55,607} (55,607)
(293,664) (55,607) (349,271)
212,169 - 212,169
101,702 - 101,702
3,657 330 3,987
317,528 330 317,858
23,864 (565,277) (31,413)
637,580 150,466 788,046
$ 661,444 % 95188 § 756,633

See notes to the financial statements
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City of Gobles

BALANCE SHEET - governmental funds

June 30, 2007

ASSETS
Cash
Receivables

Due from other funds

LIABILITIES AND FUND BALANCES

Liahilities:
Payables

Due to other funds

Fund balances - unreserved,
undesignated

Total assets

Total liabilities

Total liabilities and
fund balances

Total fund balances - all governmental funds

Amounts reported for governmental activities in the statement of net

assets (page 5) are different because:

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

Compensated absences

The internal service fund is used by management to charge the costs of
equipment management to individual funds. The assets and liabilities
of the internal service fund are included in governmental activities in

the statement of net assets.

Net assets of governmental activities

Nonmajor

Major funds fund Total
Major Local governmental

General Street Street funds
$ 170,022 $ 110226 § 36,210 316,458
35,512 33,797 9,610 78,919
34,337 - - 34,337
$ 239871 $ 144023 $ 45820 § 429 714
$ 17453 § - $ - $ 17,453
32,016 21,749 9,031 62,796
49,469 21,749 9,031 80,249
190,402 122,274 36,789 349,465
$ 239871 $ 144023 $ 45820 3 429,714
$ 349,465
142,694
(13,993)
183,278
$ 661,444

See notes fo the financial stalements
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City of Gobles

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCES - governmental funds

Year ended June 30, 2007

REVENUES

Property taxes

Licenses and permits
State grants

Contribution from local unit
Interest

Other

Total revenues

EXPENDITURES
Legislative

General government
Public safety

Public works

Culture and recreation
Capital outlay

Total expenditures

NET CHANGE IN FUND BALANCES

FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Nonmajor

Major funds fund Total
Major Local governmental

General Street Street funds
$ 212,169 § - $ - $ 212,169
6,876 - - 6,876
101,702 51,350 14,602 167,654
- 8,500 - 8,500
553 515 161 1,229
1,801 - - 1,801
323,101 60,365 14,763 398,229
7,282 - - 7,282
133,845 - - 133,845
105,010 - - 105,010
42,374 27,693 7,729 77,796
21,263 - - 21,263
6,944 - - 6,944
316,718 27,693 7,729 352,140
6,383 32,672 7,034 46,089
184,019 89,602 29,755 303,376
$ 190,402 $ 122274 $ 36,789 349,465

See notes fo the financial statements
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City of Gobles

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

Year ended June 30, 2007

Net change in fund balances - total governmental funds $ 46,089

Amounts reported for governmental activities in the statement of activities
(page 6) are different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the costs of those assets are allocated over their
estimated useful lives as depreciation expense.
Deduct: Provision for depreciation (10,660)

Increase in compensated absences {13,993)

The net revenues of the internal service fund are reported with
governmental aclivities. 2,428

Change in net assets of governmental activities $ 23,864

See notes to the financial statements
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City of Gobles

STATEMENT OF NET ASSETS - proprietary funds

June 30, 2007

ASSETS

Current assets:
Cash
Receivables
Inventory

Due from other funds

Noncurrent ass
Land

Depreciable capital assets, net

LIABILITIES

Total current assets

ets:

Total noncurrent assets

Total assets

Current liabilities:

Payables

Due to other funds
Bonds payable

Total current liabilities

Noncurrent liabilities - bonds payable

NET ASSETS

Total liabilities

Invested in capital assets, net of related debt

Unrestricted

Total net assets

Business-type  Governmental
activities activities
Enterprise Internal
Water service
$ 52,011 $ 53,070
45173 -
1,000 -
- 66,308
98,184 119,378
2,500 -
1,299,314 70,336
1,301,814 70,336
1,399,998 189,714
5,396 -
31,413 6,436
15,000 -
51,809 6,436
1,253,000 -
1,304,809 6,436
33,814 -
61,375 183,278
$ 95189 § 183,278

See notes to the financial statements
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City of Gobles

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET

ASSETS - proprietary funds
Year ended June 30, 2007

OPERATING REVENUES
Charges for services:

Water sales

Equipment rentals

Other

OPERATING EXPENSES
Personal services
Contractual services

Supplies
Insurance
Utilities

Repair and maintenance
Equipment rental

Miscellaneous
Depreciation

OPERATING INCOME (LOSS)

NONOPERATING REVENUES (EXPENSES)
Interest income
Interest expense

CHANGE IN NET ASSETS

NET ASSETS - BEGINNING

NET ASSETS - ENDING

Total operating revenues

Total operating expenses

Total nonoperating revenues (expenses)

See notes to the financial statements

Business-type Governmental
activities activities
Enterprise internal
Water service
$ 102,868 $ -
- 33,908
14,343 -
117,211 33.908
27.065 4192
2,200 500
1,114 5,867
556 2,244
9,890 -
24 057 726
3,615 -
1,050 176
48,836 18,200
118,383 31,905
(1,172) 2,003
330 425
{54,435) -
{54,105) 425
(55,277) 2,428
150,466 180,850
3 05,189 $ 183,278




City of Gobles
STATEMENT OF CASH FLOWS - proprietary funds
Year ended June 30, 2007

Business-type Governmental

actlivities activities
Enterprise Internal
Water service
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 111,955 % -
Receipts from interfund services provided - 33,908
Payments to suppliers (37,961) (9,513)
Payments to employees (27,085) (4,192)
Payments for interfund services used (3,615) -
Net cash provided by operating activities 43,314 20,203
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Increase in due from other funds - (33,908)
Increase (decrease) in due to other funds 3,718 (1,044)
Net cash provided by (used in) noncapital financing activities 3,718 (34,952)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Principal payments on capital debt {14,000) -
Interest payments on capital debt (564,485) -
Net cash used in capital and related financing activities {68,485) -
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 330 425
NET DECREASE IN CASH (21,123) (14,324)
CASH - BEGINNING 73,134 67,394
CASH - ENDING $ 52,011 % 53,070
Reconciitation of operating income (loss) to net cash provided by
operating activities:
Operating income {loss) $ (1,172) % 2,003
Adjustmentis to reconcile operating income (loss) to net
cash provided by operating activities:

Depreciation 48,836 18,200

Increase in receivables (5,256) -

Increase in payables 806 -
Net cash provided by operating activities $ 43314 % 20,203

See notes to the financial statements
-12-



City of Gobles
STATEMENT OF FIDUCIARY NET ASSETS - Agency Fund
June 30, 2007

ASSETS

Cash 3 17,574
LIABILITIES

Due to other governmental units 3 17,574

See notes to the financial statements
13-



City of Gobles
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting policies of the City of Gobles, Michigan (the City), conform to U.S. generally accepted
accounting principles (hereinafter referred to as generally accepted accounting principles) as applicable
to governmental units. The following is a summary of the more significant accounting policies.

a) Reporting entity.

In accordance with generally accepted accounting principles and the Governmental Accounting
Standards Board (GASB) Statement No. 14, The Financial Reporting Entity, these financial statements
present the City. The criteria established by GASB for determining the reporting enfity includes
oversight responsibility, fiscal dependency, and whether the financial statements would be misieading if
data were not included. Based upon the application of these criteria, there are no other entities for
which the City exercises oversight responsibility.

b) Government-wide and fund financial statements:

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the City. For the most part, the effect
of interfund activity has been removed from these statements. Governmental activities, normally
suppecrted by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function. 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; and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
function. Taxes and other items not properly included among program revenues are reported instead as
general revenues.

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

c) Measurement focus, basis of accounting, and financial statement presentation:

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a lability 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.

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 when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, the City generally considers revenues to be available if they are expected to be collected
within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt service expenditures, expenditures
relating to compensated absences, and claims and judgments are recorded only when payment is due.
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City of Gobles
NOTES TO FINANCIAL STATEMENTS (Continued)

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

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

State grants, licenses and permits, charges for services, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. All other revenue items are considered to be measurable and available only when
cash is received by the City.

The City reporis the following major governmental funds:

The General Fund is the City's primary operating fund. it accounts for all financial resources of
the City, except those required to be accounted for in another fund. Revenues are primarily
derived from property taxes and state shared revenue.

The Major Street Fund accounts for the resources of state gas and weight tax revenues that
are restricted for expenditures related to maintaining and improving the City’s major streets.

The City reports the following major proprietary fund:
The Water Fund accounts for the activities of the City’s water distribution system.

Additionally, the City reports an internal service fund that accounts for equipment management services
provided to other departments of the City on a cost-reimbursement basis and the Agency Fund, a
fiduciary fund, which accounts for financial assets held for other units of government.

Private-sector standards of accounting and financial reporting 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 not conflict with the standards of the Governmental Accounting Standards
Board (GASB). 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 City has elected
not to follow subsequent private-sector standards.

Amounts reported as program revenues include: (1) charges to customers or applicants for goods,
services, or privileges provided; (2) operating grants and contributions; and (3) capital grants and
contributions. Internally dedicated resources are reported as general revenues rather than as program
revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues 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
the proprietary fund is charges to customers for services. Operating expenses for the proprietary funds
include the cost of services, administrative expenses, and depreciation on capital assets. All revenues
and expenses not meeting this definition are reported as non-operating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City's policy to use
restricted resources first, then unrestricted resources as they are needed.
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City of Gobles
NOTES TO FINANCIAL STATEMENTS (Continued)

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

d) Assels, liabilities, and net assets or equity:
i) Bank deposits - Cash is considered to be cash on hand, demand deposits, and time deposits.

if) Receivables - Activity between funds that is representative of lending/borrowing arrangements
outstanding at the end of the fiscal year is referred to as “due to/from other funds.” Any residual
balances outstanding between the governmental activities and the business-type activities are
reported in the government-wide financial statements as “internal balances.” No allowance for
uncollectible accounts has been recorded as the City considers all receivables to be fully
collectible.

iy Capital assets - Capital assets, which include property, equipment, and infrastructure assets
(e.g., streets, sidewalks, and similar items), are reported in the applicable governmental or
business-type activities column in the government-wide financial statements. Capital assets are
defined by the City as assets with an initial, individual cost of more than $5,000 and an estimated
useful life in excess of two years. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair
market value at the date of donation. Governments can elect to account for infrastructure assets
either retroactively to June 15, 1980, or prospectively. The City has elected to account for
infrastructure assets prospectively, beginning July 1, 2003.

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

Buildings and improvements 20 - 40 years

Equipment 5-20vyears
Vehicles 5 years
Water systems 10 - 40 years

iv) Compensated absences - It is the City’s policy to permit employees to accumuiate earned
but unused sick and vacation pay benefits. A liability for unpaid accumulated vacation and sick
leave has been recorded for the portion due to employees upon separation from service with the
City. Vested compensated absences are accrued when earned in the government-wide and
proprietary fund financial statements. A liability for these amounts is reported in governmental
funds only for employee terminations as of year end.

v) Fund equity - In the fund financial statements, governmental funds report reservations of fund
balance for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a specific purpose. Designations of fund balance represent tentative
management plans that are subject to change.

vi) Property tax revenue recognition - Property taxes are levied as of July 1 on property values
assessed as of July 31 of the prior year. The billings are due on or before September 14, after
which time the bill becomes delinquent and penalties and interest may be assessed by the City.
Property tax revenue is recognized in the year for which taxes have been levied and become
available. The City levy date is July 1, and, accordingly, the total levy is recognized as revenue
in the current year.

-1B-



City of Gobles
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY:

Budgetary information - Annual budgets are adopted on a bhasis consistent with generally accepted
accounting principles for the City's general and special revenue funds. The budget document presents
information by fund, function, activity, and line-item. The legal level of budgetary control adopted by the
governing body is the activity level. All annual appropriations lapse at the end of the fiscal year.

Excess of expenditures over appropriations in budgeted funds - The following schedule sets forth the
significant budget variances:

Fund Function Activity Budget Actual Variance
General General government Elections $ 2050 $ 5538 § (3,4806)
General government Assessor 10,400 11,452 (1,052)
Public safety Inspections 1,200 4,860 (3,660)
Public works Public works 34,437 35,623 (1,186)
Culture and recreation Parks 17,694 21,263 (3,569)
Capital outlay Capital outlay - 6,944 (6,944)
NOTE 3 - CASH:

At June 30, 2007, cash was classified in the accompanying financial statements as follows:

Governmental  Business-type

activities activities Fiduciary Totals
Petty cash $ 50 $ - $ - $ 50
Bank deposits 369,478 52,011 17,574 439,063

Totals $ 369,528 § 52,011 $ 17574 §$ 439,113

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) and the City’s investment
policy authorize the City to make deposits in the accounts of federally-insured banks, credit unions, and
savings and loan associations that have an office in Michigan. The City's deposits are in accordance with
statutory authority.

Custodial credit risk is the risk that, in the event of the failure of a depository financial institution, the City
will not be able to recover its deposits. Deposits are exposed to custodial credit risk if they are not
covered by depository insurance and are uncollateralized. At June 30, 2007, $385,523 of the City’s bank
balances of $585,523 was exposed to custodial credit risk because it was uninsured. The City believes
that it is impractical to insure all bank deposits due to the amounts of the deposits and the fimits of
FDIC insurance. As a result, the City evaluates each financial institution with which it deposits funds
and assesses the risk level of each institution. Only the institutions with an acceptable estimated risk
level are used as depositories.
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City of Gobles
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 4 - RECEIVABLES:

At June 30, 2007, the City's receivables are as follows:

Inter-
Property govern-
taxes mentaf Accounts Tolals
Governmental funds:
General Fund $ 3581 $ 319831 S - $ 35512
Major Street Fund - 33,797 - 33,797
Nonmajor governmental fund - 9,610 - 9,610
Total governmental funds $ 3581 $ 75338 % - $ 78,010
Proprietary fund:
Water Fund $ - $ - $ 45173 $ 45173

All receivables are due within one year and are considered fully collectible.

NOTE 5 - CAPITAL ASSETS:

Capital asset activity for the year ended June 30, 2007, was as follows:

Beginning Ending
balance increases Decreases balance
Governmental activities:
Capital assets not being depreciated -land  $ 8,000 $ - $ - 3 8,000
Capital assets being depreciated:
Buildings 80,008 - - 80,008
Equipment 147,380 - - 147,380
Vehicles 58,770 - - 58,770
Street infrastructure 118,247 - - 118,247
Subtotal 384,405 - - 384,405
Less accumulated depreciation for:
Buildings (26,399) {2,114) - {28,513)
Equipment {94,185) (11,627) - (105,812)
Vehicles (18,106) (9,207) - (27,313)
Street infrastructure {11,825) {5,912) - (17,737)
Subtotal (150,515) (28,860) - (179,375)
Total capital assets being
depreciated, net 233,890 (28,860) - 205,030
Governmental activities capital assets, net $ 241890 $ (28880) % - $ 213,030
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City of Gobles
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 5 - CAPITAL ASSETS (Continued):

Beginning Ending
balance increases Decreases balance
Business-type activities;
Capital assets not being depreciated - land § 2500 % - 3 - 3 2,500
Capital assets being depreciated -
water system 1,048 762 - - 1,948,762
Less accumulated depreciation for -
water system (600,612) (48,836) - (649,448)
Total capital assets being
depreciated, net 1,348,150 {48,836) - 1,299,314
Business-type activities capital assets, net $1,350,650 $ (48,836) $ - $1,301,814

Depreciation expense was charged to the City's governmental activities as follows:

Governmental activities:

General government $ 4,748
Public works 5,912
Depreciation on internal service fund capital assets 18,200

Total governmental activities $ 28860
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City of Gobles
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 6 - INTERFUND RECEIVABLES AND PAYABLES:

At June 30, 2007, the composition of interfund balances is as follows:

Fund Receivables Fund Fayables
General $ 34,337 Major Street 3 1,172
Local Street 2,706
Water 24,023
Motor Pool 86436
34,337
Moter Pool 66,308 Major Street 20,577
Local Street 6,325
Water 7,390
General _ 32016
66,308
Total 3 100,645 Total $ 100,645

The General Fund receivable represents amounts due for employee compensation and the Motor Pool
Fund receivable represents amounts due for equipment rentals.

NOTE 7 - PAYABLES:
At June 30, 2007, the payables of the City’s funds are as follows:

Fund Accounts Payroll Interest Totals

Governmental funds:

General $ 17453 § - $ 17.453
Proprietary fund:
Water $ 906 § - $ 4490 3% 5,396
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City of Gobles
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 8 - NONCURRENT LIABILITIES (Continued):
At June 30, 2007, noncurrent fiabilities are comprised of the following:

$1,320,000 2003 USDA Water revenue bonds, due in annual installments ranging from $15,000 to
$64,000, plus interest through June, 2043. The bonds are secured by the City's full faith and credit.

Noncurrent liability activity for the year ended June 30, 2007, was as follows:

Amounts
Beginning Ending due within
balance Additions Reductions balance one year
Business-type activity:
2003 USDA Water Bonds $ 1,282,000 3 - 3 14,000 $ 1,268,000 $ 15,000

At June 30, 2007, debt service requirements were as follows:

Business-type activities

Principal Interest
Year ended June 30:
2008 $ 15,000 3 53,890
2009 15,000 53,252
2010 16,000 52,616
201 17,000 51,936
2012 17,000 51,212
2013 - 2017 100,000 244378
2018 - 2022 125,000 221,000
2023 - 2027 155,000 192,080
2028 - 2032 195,000 155,806
2033 - 2037 242,000 110,670
2038 - 2042 302,000 54,318
2043 69,000 2,932

Totals $ 1,268,000 §$ 1,244,070
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City of Gobles
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 9 - DEFINED CONTRIBUTION PENSION PLAN:

On January 10, 1984, the City adopted a defined contribution plan, specifically referred to as the City of
Gobles Deferred Compensation Savings Plan (the Plan). In a defined contribution plan, benefits
depend solely on amounts contributed to the plan, plus investment earnings. Michigan state statutes
assign the authority to establish and amend benefit provisions to the City Commission. All full-time
employees are eligible to participate. Employees may elect to defer the lesser of 100% of taxable
compensation or a dollar amount limitation in accordance with the Internal Revenue Code. The City will
match 50% of the employees’ contributions, to a maximum of $400. City contributions on behalf of a
participant for a plan year shall not exceed $400 or 10% of earnings, whichever is less.

The City’'s contributions for each employee (and interest allocated to the employee’s account) are fully
vested immediately. The City is not a trustee of the Plan, nor is the City responsible for investment
management of plan assets.

During the year ended June 30, 2007, the City and its employees made contributions of $1,200 and
$2,880, respectively.

NOTE 10 - JOINT FIRE PROTECTION AGREEMENT:

In 1985, the City entered into an agreement with the Township of Pine Grove (the Township) to provide
joint fire protection to the area. Under the agreement, a governing board (the Board), comprised of two
members each from the Township and the City and one independent member, shall maintain the
records and be responsible for the joint venture. The Board derives its revenues from taxes levied by
the City and the Township and fire protection contracts with other local governmental units. Upon
dissolution, the property each municipality has conveyed to the Board shall be returned to the party
which had contributed it, and the property acquired by the Board would be distributed to the parties in
direct proportion to the amounts each had contributed to the funds from which the property was
acquired. During the year ended June 30, 2007, the City contributed $20,256 for its share of the
general operating expenditures. Audited financial statements can be obtained from the Clerk of the
Township.

NOTE 11 - RISK MANAGEMENT:

The City is exposed to various risks of loss related to general liability, property and casualty, workers’
compensation, and employee medical claims. The risks of loss arising from general liability up to
$1,000,000, property losses, workers’ compensation, and employee medical costs are managed
through purchased commercial insurance. For all risks of loss, there have been no significant
reductions in insurance coverage from coverage provided in prior years. Also, in the past three years,
settlements did not exceed insurance coverage.

NOTE 12 - CONSTRUCTION CODE ACT:

A summary of construction code enforcement transactions for the year ended June 30, 2007, were as
follows:

Revenues $ 3,358
Expenses (4,860)

Deficiency of revenues over expenses  $ (1,502)
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City of Gobles

BUDGETARY COMPARISON SCHEDULE - General Fund

Year ended June 30, 2007

REVENUES
Property taxes
Licenses and permits
State grants

Interest

Other

Total revenues

EXPENDITURES
Legislative - City Commission

General government:
Elections
Assessor
Board of review
Building and grounds
Cemetery
Administration

Total general government

Public safety:
Police protection
Fire protection
Inspections
Crossing guard

Total public safety

Public works:
Department of Public Works
Street lighting

Total public works

Variance

Original Amended favorable
budget budget Actual {unfavorable)
$ 210280 $ 210280 § 212,169 § 1,889
6,600 6,600 6,876 276
105,327 105,327 101,702 (3,625)
700 700 553 (147)
3,328 3,328 1,801 (1,527)
326,235 326,235 323,101 (3,134)
6,585 6,585 7,282 (697)
2,050 2,050 5,536 (3,486)
10,400 10,400 11,452 (1,052)
500 500 450 50
32,010 32,010 25,811 6,199

1,000 1,000 1,000 -
104,115 104,115 89,596 14,519
150,075 150,075 133,845 16,230
83,914 83,914 75,948 7,966
21,000 21,000 20,256 744
1,200 1,200 4,860 (3,660)
4,630 4,630 3,946 684
110,744 110,744 105,010 5,734
34,437 34,437 35,623 (1,186)
6,700 6,700 6,751 (51)
41,137 41,137 42 374 (1,237}
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City of Gobles
BUDGETARY COMPARISON SCHEDULE - General Fund (Continued)
Year ended June 30, 2007

Variance
Original Amended favorable
budget budget Actual (unfavorable)
EXPENDITURES (Continued)
Culture and recreation - parks and
recreation $ 17694 $ 17694 $ 21263 3% (3,569)
Capital outlay - - 6,944 (6,944)
Total expenditures 326,235 326,235 316,718 9,517
NET CHANGE IN FUND BALANCES - - 6,383 6,383

FUND BALANCES - BEGINNING 184,019 184,018 184,019 -

FUND BALANCES - ENDING $ 184019 § 184,019 $ 190402 % 6,383
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City of Gobles

BUDGETARY COMPARISON SCHEDULE - Major Street Fund

Year ended June 30, 2007

REVENUES

State grants

Contribution from Van Buren County
interest income

Total revenues

EXPENDITURES

Public works:
Preservation
Traffic services
Winter maintenance
Administration

Total expenditures

EXCESS OF REVENUES
OVER EXPENDITURES

OTHER FINANCING USES
Transfer out

NET CHANGE IN FUND BALANCES

FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Variance

Original Amended favorable
budget budget Actual {(unfavorable)
$ 54000 $ 54000 $ 51350 % (2,650}
- - 8,500 8,500

380 380 515 135
54,380 54,380 60,365 5,985
32,007 32,007 16,322 15,685
10,153 10,153 3,573 6,580
9,320 9,320 7,298 2,022
400 400 500 {100)
51,880 51,880 27,693 24,187
2,500 2,500 32,672 30,172
(2,500) (2,500) - 2,500

- - 32,672 32,672

89,602 89,602 89,602 -

$ 89602 $ 89602 $ 122274 32,672
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City of Gobles

SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -
$1,320,000 2003 USDA WATER REVENUE BONDS

June 30, 2007

Fiscal Interest requirements Maturity Total
period December 1 June 1 date Principal requirements
2008 $ 26,945 3 26,945 6/01/08 $ 15000 $ 68,890
2009 26,626 26,626 6/01/09 15,000 68,252
2010 26,308 26,308 6/01/10 16,000 68,616
2011 25,968 25,968 6/01/11 17,000 68,936
2012 25,606 25,6086 6/01/12 17,000 68,212
2013 25,245 25,245 6/01/13 18,000 68,490
2014 24,863 24,863 6/01/14 19,000 68,726
2015 24,459 24,459 6/01/15 20,000 68,918
2016 24,034 24,034 6/01/16 21,000 69,068
2017 23,588 23,588 6/01117 22,000 69,176
2018 23,120 23,120 6/01/18 23,000 69,240
2019 22,631 22,631 6/01/19 24,000 69,262
2020 22,121 22,121 6/01/20 25,000 69,242
2021 21,590 21,590 6/01/21 26,000 69,180
2022 21,038 21,038 6/01/22 27,000 69,076
2023 20,464 20,464 6/01/23 28,000 68,928
2024 19,869 19,869 6/01/24 30,000 69,738
2025 19,231 19,231 6/01/25 31,000 69,462
2026 18,573 18,573 6/01/26 32,000 69,146
2027 17,893 17,893 6/01/27 34,000 69,786
2028 17,170 17,170 6/01/28 36,000 70,340
2029 16,405 16,405 6/01/29 37,000 69,810
2030 15,619 15,619 6/01/30 39,000 70,238
2031 14,790 14,790 6/01/31 41,000 70,580
2032 13,918 13,919 6/01/32 42,000 69,838
2033 13,026 13,026 6/01/33 44,000 70,052
2034 12,091 12,091 6/01/34 46,000 70,182
2035 11,114 11,114 6/01/35 48,000 70,228
2036 10,094 10,094 6/01/36 51,000 71,188
2037 9,010 8,010 6/01/37 53,000 71,020
2038 7,884 7,884 6/01/38 55,000 70,768
2039 6,715 6,715 6/01/39 58,000 71,430
2040 5,483 5,483 6/01/40 60,000 70,966
2041 4,208 4,208 6/01/41 63,000 71,416
2042 2,869 2,869 6/01/42 66,000 71,738
2043 1,466 1,466 6/01/43 69,000 71,932

$ 622,035 § 622,035 $ 1,268,000 $ 2512070
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

City Commission
City of Gobles, Michigan

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Gobles, Michigan, as of and for the
year ended June 30, 2007, and have issued our report thereon dated February 13, 2008. We conducted our
audit in accordance with U.S. generally accepted auditing standards and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.,

Internal Control Over Financial Reporting

In planning and petforming our audit, we considered the City of Gobles’ internal control over financial
reporting 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 opinhion on the effectiveness of the City
of Gobles’ internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the City of Gobles’ internal contrel over financial reporting.

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 combination of
control deficiencies, that adversely affects the City of Gobles’ 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 City of Gobles’ financial
statements that is more than inconsequential will not be prevented or detected by the City of Gobles’
internal control. We consider the deficiencies described below to be significant deficiencies in internal
control over financial reporting.

» The City’s cash accounts were not reconciled to their respective general ledger control accounts in a
timely manner. Enterprise fund receivable balances for utility charges were not reconciled to their
respective general ledger control accounts in a timely manner.

*« Monitoring procedures over control activities are not in place. Monitoring provides feedback as to the
effectiveness of controls.

« The City does not have procedures in place to prepare financial statements in accordance with U.S.
generally accepted accounting principles, including procedures to record revenue and expenditure
accruals, to record changes in capital assets and related capital debt, and to present required financial
statement disclosures.

A material weakness is a significant 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 City of Gobles’ internal control.
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City Commission
City of Gobles, Michigan
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 the internal control
that might be significant deficiencles and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered fo be material weaknesses. However, we believe that all of the
significant deficiencies described above are material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Gobles’ financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information and use of management, the City Commission, federal
awarding agencies, and pass-through entities and is not intended to be, and should not be, used by anyone

other than these specified parties.
Jrf;b Gt Pe.

February 13, 2008
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City Commissicn
City of Gobles

In planning and performing our audit of the financial statements of the City of Gobles,
Michigan, as of and for the year ended June 30, 2007, in accordance with U.S. generally
accepted auditing standards, we considered the City’s internal control over financial
reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the City’s internal control. Our
consideration of internal control included procedures to evaluate the desigh of controls
relevant to an audit of financial statements and to determine whether they had been
implemented, but it did not include procedures fo test the operating effectiveness of
controls, and, accordingly, was not directed to discovering significant deficiencies in
internal control. Accordingly, we do not express an opinion ¢n the effectiveness of the
City’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 have identified certain deficiencies in internal control that we consider to be
material weaknesses.

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 City’s ability
to initiate, 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 City’s financlal statements that is more than inconsequential will not
be prevented or detected by the City’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that result in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the City’s internal control. We believe that
the following deficiencies constitute material weaknesses.

+ The City’s cash accounts were not reconciled to their respective general ledger
control accounts in a timely manner,

+ Enterprise fund receivable balances for utility charges were not reconciled to their
respective general ledger control accounts in a timely manner.

¢ Monitoring procedures over control activities are not in place. Monitoring provides
feedback as fo the effectiveness of controls.
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City Council
City of Gobles
Page 2

* Policies and procedures to prepare financial statements in accordance with U.S,
generally accepted accounting principles, including procedures to record revenue and
expenditure accruals, changes in capital assets and related debt, and to develop
appropriate footnote disclosures were not in place. As in prior years, the City has
relied upon our firm as auditor to identify and develop material adjustments necessary
to convert cash basis 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 be the most efficient
and effective method for preparation of the City’s financial statements. However, when
an organization (on its own) lacks the ability to produce 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. We recommend that
management and those charged with governance evaluate and document their
informed decision on the costs and benefits of contracting financial statement
preparation services with its auditor.

This report is intended solely for the information and use of management, the City
Commission, and the Department of Treasury of the State of Michigan, and is not intended
to be and should not be used by anyone other than these specified parties.

J}fid/&-ﬂﬂd.

February 13, 2008
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