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INDEPENDENT AUDITOR’S REPORT 

 

To the Township Board of Trustees 

Township of Centerville, Michigan 

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the governmental activities, each major 

fund, and the aggregate remaining fund information of the Township of Centerville, Michigan (the 

“Township”), as of and for the year ended March 31, 2018, and the related notes to the financial 

statements, which collectively comprise the Township’s basic financial statements as listed in the 

table of contents. 

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principles generally accepted in the United States of America; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Independent Auditor’s Responsibility 

 

Our responsibility is to express opinions 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 from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the financial statements, whether 

due to fraud or error. In making those risk assessments, the auditor considers internal control 

relevant to the entity’s preparation and fair presentation of the financial statements in order to 

design audit procedures that are appropriate in the circumstances, but not for the purpose of 

expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express 

no such opinion. An audit also includes evaluating the appropriateness of accounting policies used 

and the reasonableness of significant accounting estimates made by management, as well as 

evaluating the overall presentation of the financial statements. 

 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 

for our audit opinions. 
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Opinions 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, 

the respective financial position of the governmental activities, each major fund, and the aggregate 

remaining fund information of the Township, as of March 31, 2018, and the respective changes in 

financial position thereof for the year then ended in accordance with accounting principles 

generally accepted in the United States of America. 

 

Other Matters 

 

Required Supplementary Information 

 

Accounting principles generally accepted in the United States of America require that the 

management’s discussion and analysis and budgetary comparison information be presented to 

supplement the basic financial statements. Such information, although not a part of the basic 

financial statements, is required by the Governmental Accounting Standards Board, who considers 

it to be an essential part of financial reporting for placing the basic financial statements in an 

appropriate operational, economic, or historical context. We have applied certain limited 

procedures to the required supplementary information in accordance with auditing standards 

generally accepted in the United States of America, which consisted of inquiries of management 

about the methods of preparing the information and comparing the information for consistency 

with management’s responses to our inquiries, the basic financial statements, and other knowledge 

we obtained during our audit of the basic financial statements. We do not express an opinion or 

provide any assurance on the information because the limited procedures do not provide us with 

sufficient evidence to express an opinion or provide any assurance. 

 

 
Gabridge & Company, PLC 

Grand Rapids, MI 

September 18, 2018 
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MANAGEMENT'S DISCUSSION AND ANALYSIS
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Management’s Discussion and Analysis 
 

As management of the Township of Centerville, Michigan (The “Township” or “government”) we 

offer readers of the Township’s financial statements this narrative overview and analysis of the 

financial activities of the Township for the fiscal year ended March 31, 2018. We encourage 

readers to consider the information presented here in conjunction with the financial statements. 

 

Financial Highlights 

 

 The assets of the Township exceeded its liabilities at the close of the most recent fiscal year 

by $592,255 (net position). Of this amount, $494,488 represents unrestricted net position, 

which may be used to meet the government’s ongoing obligations to citizens and creditors. 

 

 At the close of the current fiscal year, the Township’s general fund reported fund balance 

of $494,488. Over 99% of this amount ($494,006) is available for spending at the 

government’s discretion (unassigned fund balance). 

 

 At the end of the current fiscal year, unassigned fund balance for the general fund was 

$494,006, or approximately 144% of total general fund expenditures. 

 

Overview of the Financial Statements 

 

The discussion and analysis provided here is intended to serve as an introduction to the Township’s 

basic financial statements. The Township’s basic financial statements consist of three components: 

1) government-wide financial statements, 2) fund financial statements, and 3) notes to the financial 

statements. This report also includes supplementary information intended to furnish additional 

detail to support the basic financial statements themselves. 

 

Government-wide Financial Statements. The government-wide financial statements are 

designed to provide readers with a broad overview of the Township’s finances, in a manner similar 

to a private-sector business.  

 

The statement of net position presents financial information on all of the Township’s assets and 

liabilities, with the difference reported as net position. Over time, increases or decreases in net 

position may serve as a useful indicator of whether the financial position of the Township is 

improving or deteriorating.  

 

The statement of activities presents information showing how the Township’s net position changed 

during the most recent fiscal year. All changes in net position are reported as soon as the underlying 

event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, 

revenues and expenses are reported for some items that will only result in cash flows in future 

fiscal periods (e.g., capital asset activity). 

 

Both of the government-wide financial statements distinguish functions of the Township that are 

principally supported by taxes and intergovernmental revenues (governmental activities). The 
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governmental activities of the Township include general government, public safety, streets, and 

recreation and culture.   

 

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain 

control over resources that have been segregated for specific activities or objectives. The 

Township, like other state and local governments, uses fund accounting to ensure and demonstrate 

compliance with finance-related legal requirements.  

 

Governmental Funds. Governmental funds are used to account for essentially the same functions 

reported as governmental activities in the government-wide financial statements. However, unlike 

the government-wide financial statements, governmental fund financial statements focus on near-

term inflows and outflows of spendable resources, as well as on balances of spendable resources 

available at the end of the fiscal year. Such information may be useful in assessing a government’s 

near-term financing requirements. 

 

Because the focus of governmental funds is narrower than that of the government-wide financial 

statements, it is useful to compare the information presented for governmental funds with similar 

information presented for governmental activities in the government-wide financial statements.  

By doing so, readers may better understand the long-term impact of the government’s near-term 

financing decisions. Both the governmental fund balance sheet and the governmental fund 

statement of revenues, expenditures, and changes in fund balances provide a reconciliation to 

facilitate this comparison between governmental funds and governmental activities. 

 

The Township adopts an annual appropriated budget for the general fund. A budgetary comparison 

schedule for the general fund has been provided to demonstrate compliance with this budget. 

 

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties 

outside of the government. Fiduciary funds are not reported in the government-wide financial 

statements because the resources of those funds are not available to support the Township’s own 

programs. The accounting used for fiduciary funds is much like that used for the government-wide 

statements. The Township has one type of fiduciary fund, an agency fund. 

 

The agency fund reports resources held by the Township in a custodial capacity for individuals, 

private organizations, and other governments. 

 

Notes to the Financial Statements. The notes to the financial statements provide additional 

information that is necessary to acquire a full understanding of the data provided in the 

government-wide and fund financial statements.  

 

Other Information. In addition to the basic financial statements and accompanying notes, this 

report also presents required supplementary information concerning the Township’s budgetary 

comparison schedules.  
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Government-wide Overall Financial Analysis. As noted earlier, net position over time may 

serve as a useful indicator of a government’s financial position. In the case of the Township, assets 

exceeded liabilities by $592,255, at the close of the most recent fiscal year. 

 

 
 

A portion of the Township’s net position ($97,767, or 17%) reflects its investment in capital assets 

(e.g., land, buildings, machinery, equipment, vehicles, and infrastructure.  The Township uses 

these capital assets to provide a variety of services to its citizens. Accordingly, these assets are not 

available for future spending. 

 

Capital assets significantly increased for the fiscal year ended March 31, 2018 compared to the 

fiscal year ended March 31, 2016 by $75,265. The increase was due to new sleeping quarters built 

for the fire department. 

 

At the end of the current fiscal year, the Township is able to report positive balances in all reported 

categories of net position and fund balance, both for the government-wide and fund financial 

statements.  

 

2018 2016

ASSETS

Current Assets

Cash and Cash Equivalents 475,243$         439,873$         

Taxes Receivable 10,591            8,493              

Due from State 16,458            14,750            

Due from Agency 1,825              1,786              

Prepaid Expenses 482                 -                     

Total Current Assets 504,599           464,902           

Noncurrent Assets

Capital Assets - Net 97,767            22,502            

Total Assets 602,366           487,404           

LIABILIITES

Current Liabilities

Accounts Payable 4,679              1,530              

Accrued Payroll and Related Liabilities 5,432              7,890              

Total Liabilities 10,111            9,420              

NET POSITION

Investment in Capital Assets 97,767            22,502            

Unrestricted 494,488           455,482           

  Total Net Position 592,255$         477,984$         

Township of Centerville's Net Position

- 6 -



The Township’s overall net position increased $75,448 from the prior fiscal year. The reasons for 

this overall increase are discussed in the following sections for governmental activities. 

 

Governmental Activities. During the current fiscal year, net position for governmental activities 

increased $75,448 from the prior fiscal year for an ending balance of $592,255. The increase in 

the overall net position of governmental activities in comparison is comparable to the increase in 

net position in the prior year. 

 

 
 

Program revenues increased by $44,274 during 2018 compared to the prior year.  This is a result 

of a one-time receipt of $44,182 for the Township’s share of the dissolution of the Solon-

Centerville Fire Department.  Additionally, property tax revenues increased by $30,225 because 

of a millage increase from 0.7500 to 0.9886 for fire and ambulance services.  Public safety 

expenses increased by $65,425 during the current year compared to the prior year as a result of the 

new Cedar Area Fire and Rescue contract for emergency services.  

2018 2016

Revenues

Program Revenues

Charges for Services 54,542$           10,268$           

  Total Program Revenues 54,542            10,268            

General Revenues

Property Taxes and Assessments 178,771           148,546           

State Revenue Sharing 108,269           99,003            

Interest Income 1,980              329                 

  Total General Revenues 289,020           247,878           

Total Revenues 343,562           258,146           

Expenses

Legislative 10,091            9,755              

General Government 82,079            82,617            

Public Safety 156,820           91,395            

Public Works 767                 698                 

Recreation and Culture 1,741              2,807              

Community and Economic Development 16,616            16,072            

  Total Expenses 268,114           203,344           

Increase/(Decrease) in 

  Net Position 75,448            54,802            

Beginning Net Position 516,807           423,182           

Ending Net Position 592,255$         477,984$         

Township of Centerville's Changes in Net Position
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Financial Analysis of Governmental Funds 

 

As noted earlier, the Township uses fund accounting to ensure and demonstrate compliance with 

finance-related legal requirements.  

 

Governmental Funds. The focus of the Township’s governmental funds is to provide information 

on near-term inflows, outflows, and balances of spendable resources. Such information is useful 

in assessing the Township’s financing requirements. In particular, unassigned fund balance may 

serve as a useful measure of a government’s net resources available for discretionary use as they 

represent the portion of fund balance which has not yet been limited to use for a particular purpose 

by either an external party, the Township itself, or a group or individual that has been delegated 

authority to assign resources for use for particular purposes by the Township’s Board. 

 

The general fund is the chief operating fund of the Township. At the end of the current fiscal year, 

unassigned fund balance of the general fund was $494,006, while total fund balance was the 

$494,488. The remainder was nonspendable fund balance for prepaid expenditures of $482. As a 

measure of the general fund’s liquidity, it may be useful to compare unassigned fund balance to 

total general fund expenditures. Unassigned fund balance represents approximately 144% of total 

general fund expenditures.  

 

The fund balance of the Township’s general fund increased by $183 during the current fiscal year 

as revenues closely matched expenditures. 

 

Governmental Activities 

 

The following chart summarizes the revenue sources for the governmental activities of the 

Township for the most recent fiscal year-end. 

 

Property Taxes 

and Assessments 

52%State Revenue 

Sharing 

32%

Other Revenues

16%

Governmental Activities Revenues
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The following chart summarizes the expenses for the governmental activities of the Township or 

the most recent fiscal year-end. 

 

 
General Fund Budgetary Highlights 
 

Original budget compared to final budget. During the year there was no need for any significant 

amendments to increase either the original estimated revenues or original budgeted appropriations. 
 

Final budget compared to actual results. The Township had the following expenditures in excess 

of the amount appropriated during the year ended March 31, 2018: 

 

 
 

Capital Assets 
 

Capital Assets 
 

The Township’s investment in capital assets for its governmental activities as of March 31, 2018 

amounted to $97,767 (net of accumulated depreciation). This investment in capital assets includes 

land, buildings, machinery, and equipment. Total capital assets increased 334% due to the addition 

of the fire department’s new sleeping quarters. 

 

Legislative 

4%

General 

Government 

31%

Other Functions

7%

Public Safety

58%

Governmental Activities Expenses

Function

 Final 

Budget  Actual Variance

Township Board 8,500$          10,091$        (1,591)$         

Supervisor 10,600          11,829                     (1,229)

Township Hall 2,600            4,311                       (1,711)

Other General Government 10,760          11,078                       (318)

Public Safety 155,793        155,806                       (13)

Public Works 750              767                             (17)

Capital Outlay -                  76,279                   (76,279)
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Economic Condition and Outlook 

 

Management estimates roughly $311,000 of revenues to be available for appropriation in the 

general fund in the upcoming fiscal year. Expenditures are expected to change by small amounts 

compared to 2018. The Township continues to review all budget line items for opportunities to 

reduce expenditures when possible. The budget will be monitored during the year to identify any 

necessary amendments.  In 2019, the Township plans again to use current revenues to provide 

essential services and to maintain the Township’s financial reserves at similar levels. The ongoing 

costs of providing essential services for the citizens of the Township will again need to be 

monitored in order to maintain the financial condition of the Township. 

 

Contacting the Township 

 

This financial report is designed to provide a general overview of the Township’s finances to its 

citizens, customers, investors, and creditors and to demonstrate the Township’s accountability for 

the resources it receives. Questions regarding any information provided in this report or requests 

for additional financial information should be addressed to: 

 

Township of Centerville 

5874 S. French Road 

Cedar, MI 49621 
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BASIC FINANCIAL STATEMENTS

- 11 -



ASSETS

Current Assets

    Cash and Investments $ 475,243 

    Due from Agency 1,825 

    Due from State 16,458 

    Taxes Receivable 10,591 

    Prepaid Expenses 482 

    Total Current Assets 504,599 

Noncurrent Assets

    Capital Assets not being Depreciated 28,182 

    Capital Assets being Depreciated 69,585 

    Total Assets 602,366 

LIABILITIES

Current Liabilities

    Accounts Payable 4,679

    Accrued Payroll and Related Liabilities 5,432 

    Total Liabilities 10,111

NET POSITION

Investment in Capital Assets 97,767 

Unrestricted 494,488

    Total Net Position $ 592,255

Township of Centerville
Statement of Net Position

March 31, 2018
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Functions/Programs

Governmental Activities:

Legislative $ 10,091 $ -- $ -- $ -- $ (10,091)

General Government 82,079 4,576 -- -- (77,503)

Public Safety 156,820 46,256 -- -- (110,564)

Public Works 767 -- -- -- (767)

Community and Economic Development 16,616 3,710 -- -- (12,906)

Recreation and Culture 1,741 -- -- -- (1,741)

    Total $ 268,114 $ 54,542 $ -- $ -- $ (213,572)

178,771 

108,269 

1,980 

289,020 

75,448

516,807

$ 592,255

General Purpose Revenues:

Net Position at Beginning of Period

Net Position at End of Period

Taxes

State Revenue Sharing

Interest Income

   Total General Revenues

   Change in Net Position

Township of Centerville
Statement of Activities

For the Year Ended March 31, 2018

Program Revenues

Expenses

Charges for 

Services

Operating 

Grants and 

Contributions

Capital Grants 

and 

Contributions

Net (Expense) 

Revenue
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ASSETS

Cash and Investments $ 475,243 

Due from Agency 1,825 

Due from State 16,458 

Taxes Receivable 10,591 

Prepaid Expenditures 482 

   Total Assets $ 504,599 

LIABILITIES

Accounts Payable $ 4,679

Accrued Payroll and Related Liabilities 5,432 

   Total Liabilities 10,111

FUND BALANCE

Nonspendable 482 

Unassigned 494,006

   Total Fund Balance 494,488

   Total Liabilities and Fund Balance $ 504,599 

Township of Centerville
Balance Sheet

Governmental Fund
March 31, 2018

General
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Total Fund Balance - Governmental Fund $ 494,488

General government capital assets of $168,799, net of accumulated depreciation of $71,032, 

are not financial resources and, accordingly, are not reported in the funds. 97,767 

Total Net Position - Governmental Fund $ 592,255

Township of Centerville

Reconciliation of Governmental Fund Balance Sheet to the Statement of Net Position
March 31, 2018
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Revenues

Taxes $ 178,771 

State Revenue Sharing 108,269 

Charges for Services 4,205 

Licenses and Permits 2,960 

Other Revenue 47,377 

Interest Income 1,980 

   Total Revenues 343,562 

Expenditures

Legislative 10,091 

General Government 82,079 

Public Safety 155,806

Public Works 767 

Community and Economic Development 16,616 

Recreation and Culture 1,741 

Capital Outlay 76,279 

   Total Expenditures 343,379

   Excess of Revenues Over

      (Under) Expenditures 183

   Net Change in Fund Balance 183

Fund Balance at Beginning of Period 494,305

Fund Balance at End of Period $ 494,488

Township of Centerville
Statement of Revenues, Expenditures, and Changes in Fund Balance

Governmental Fund
For the Year Ended March 31, 2018

General
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Total Net Change in Fund Balance - Governmental Fund $ 183

Governmental funds report capital outlays as expenditures; in the statement of activities, 

these costs are allocated over their useful lives as depreciation. This amount is capital 

outlay of $76,279 less depreciation expense of $1,014. 75,265 

Changes in Net Position - Governmental Fund $ 75,448

Township of Centerville
Reconciliation of Governmental Fund Statement of Revenues, Expenditures, and

Changes in Fund Balance with Statement of Activities
For the Year Ended March 31, 2018
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ASSETS

Cash and Investments $ 1,825 

   Total Assets 1,825 

LIABILITIES

Due to General Fund 1,825 

   Total Liabilities $ 1,825 

Tax Collections

Township of Centerville
Statement of Fiduciary Assets and Liabilities

Fiduciary Fund
March 31, 2018

Agency
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Township of Centerville 

 

Notes to the Financial Statements 
 

 

Note 1 – Summary of Significant Accounting Policies 

 

The Township of Centerville (the “Township” or “government”) is governed by an elected five-

member Board.  The financial statements of the Township have been prepared in conformity with 

generally accepted accounting principles (GAAP) as applied to governmental units. The 

Governmental Accounting Standards Board (GASB) is the accepted standard setting body for 

establishing governmental accounting and financial reporting principles. The more significant of 

the Township’s accounting policies are described below. 

 

Reporting Entity 

 

In accordance with generally accepted accounting principles and Governmental Accounting 

Standards Board (GASB) Statement No. 61, "The Financial Reporting Entity," these financial 

statements present the Township. The criteria established by GASB for determining the reporting 

entity includes oversight responsibility, fiscal dependency, and whether the financial statements 

would be misleading if data were not included. There are no other units that should be included in 

the financial statements. 

 

Government-wide and Fund Financial Statements 

 

The government-wide financial statements (i.e., the statement of net position and the statement of 

activities) report information on all of the nonfiduciary activities of the primary government. For 

the most part, the effect of interfund activity has been removed rom these statements. 

Governmental activities are reported by the Township and are supported primarily by taxes and 

intergovernmental revenues.  

 

The statement of activities demonstrates the degree to which the direct expenses of a given function 

or segment are offset by program revenues. Direct expenses are those that are clearly identifiable 

with a specific function or segment. Program revenues include: 1) charges to customers or 

applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a 

given function or segment and 2) grants and contributions that are restricted to meeting the 

operational or capital requirements of a particular function or segment. Taxes and other items not 

properly included among program revenues are reported instead as general revenues. 

 

Separate financial statements are provided for governmental funds and fiduciary funds, even 

though the latter are excluded from the government-wide financial statements.  

 

Measurement Focus, Basis of Accounting and Financial Statement Presentation 

 

The government-wide financial statements are reported using the economic resources 

measurement focus and the accrual basis of accounting, as are the fiduciary fund financial 

statements, except for agency funds which do not have a measurement focus. Revenues are 

recorded when earned and expenses are recorded when a liability is incurred, regardless of the 

timing of related cash flows. Property taxes are recognized as revenues in the year for which they 
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Township of Centerville 

 

Notes to the Financial Statements 
 

 

are levied. Grants and similar items are recognized as revenue as soon as all eligibility 

requirements imposed by the provider have been met. 

 

Governmental fund financial statements are reported using the current financial resources 

measurement focus and the modified accrual basis of accounting. 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 government considers revenues to be available if they are collected 

within 60 days of the end of the current fiscal period or within one year for expenditure-driven 

grants. Expenditures generally are recorded when a liability is incurred, as under accrual 

accounting. 

 

Property taxes, state revenue sharing, 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 Township. 

 

The Township reports the following major governmental fund: 

 

The general fund is the government’s primary operating fund. It accounts for all financial 

resources of the general government, except those required to be accounted for in another 

fund. 

 

In addition the Township reports the following fiduciary fund type: 

 

The agency fund accounts for the collection and disbursements of taxes and other monies 

due to other units of government and individuals. 

 

Budgetary and Budgetary Accounting 

 

Budgets presented in the financial statements were prepared on the same basis as the accounting 

basis used to reflect actual results. The general fund and special revenue funds are subject to legal 

budgetary accounting controls and all are budgeted annually.  The Township follows these 

procedures in establishing the budgetary data reflected in the financial statements: 

 

1. The Township Supervisor submits to the Township Board a proposed operating budget for 

the fiscal year commencing the following April 1. 

 

2. A public hearing is conducted to obtain taxpayer comments. 

 

3. Prior to the first day of the following fiscal year, the budget is legally enacted through 

passage of a resolution. 

 

4. The legal level of budgetary control is at the activity level. 
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Township of Centerville 

 

Notes to the Financial Statements 
 

 

5. Budget appropriations lapse at year-end. 

 

6. Adoption and amendments of all budgets used by the Township are governed by Public 

Act 621, which was followed for the year ended March 31, 2018.  Expenditures may not 

exceed appropriations.  Any amendment to the original budget must meet the requirements 

of Public Act 621. 

 

Assets, Liabilities, and Fund Equity 

 

Cash and Investments 

 

The Township’s cash and cash equivalents are considered to be cash on hand, demand deposits, 

and short-term investments with original maturities of three months or less from the date of 

acquisition. 

 

State statutes and Township policy authorize the Township to invest in: 

 

 Bonds, securities, other obligations and repurchase agreements of the United States, or an 

agency or instrumentality of the United States. 

 

 Certificates of deposit, savings accounts, deposit accounts or depository receipts of a 

qualified financial institution. 

 

 Commercial paper rated at the time of purchase within the two highest classifications 

established by not less than two standard rating services and that matures not more than 

270 days after the date of purchase. 

 

 In United States government or federal agency obligation repurchase agreements. 

 

 Bankers’ acceptances of United States banks. 

 

 Mutual funds registered under the Investment Company Act of 1940 with the authority to 

purchase only investment vehicles that are legal for direct investment by a public 

corporation. 

 

 External investment pools as authorized by Public Act 20 as amended through February, 

1997. 

 

Investments are stated at fair value. 
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Township of Centerville 

 

Notes to the Financial Statements 
 

 

Receivables and Payables 

 

Activity between funds that are representative of lending/borrowing arrangements outstanding at 

the end of the fiscal year and all other outstanding balances between funds are referred to as “due 

to/from other funds” (i.e., the current portion of interfund loans).  

 

All trade receivables are shown net of an allowance for uncollectibles, as applicable. All amounts 

deemed to be uncollectible are charged against the allowance for doubtful accounts in the period 

that determination is made.  No amounts have been deemed uncollectable.  

 

Capital Assets  
 

Capital assets, which include property, plant, and equipment, are reported in the government-wide 

financial statements. Capital assets are defined by the government as assets with an estimated 

useful life in excess of two years and an initial individual cost of more than $5,000.  Such assets 

are recorded at historical cost or estimated historical cost if purchased or constructed. Donated 

capital assets are recorded at acquisition value at the date of donation. The costs of normal 

maintenance and repairs that do not add to the value of the asset or materially extend asset lives 

are not capitalized.   

 

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

 

 
 

Net Position Flow Assumption 

 

Sometimes the government will fund outlays for a particular purpose from both restricted (e.g., 

restricted bond or grant proceeds) and unrestricted resources. In order to calculate the amounts to 

report as restricted – net position and unrestricted – net position in the government-wide and 

proprietary fund financial statements, a flow assumption must be made about the order in which 

the resources are considered to be applied. 

 

It is the government’s policy to consider restricted – net position to have been depleted before 

unrestricted – net position is applied. 

 

Fund Balance Flow Assumptions  

 

Sometimes the government will fund outlays for a particular purpose from both restricted and 

unrestricted resources (the total of committed, assigned, and unassigned fund balance). In order to 

calculate the amounts to report as restricted, committed, assigned, and unassigned fund balance in 

Years

Buildings and Improvements 30 - 50

Machinery and Equipment 10 - 25

Office Furniture and Equipment 3 - 15
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Township of Centerville 

 

Notes to the Financial Statements 
 

 

the governmental fund financial statements a flow assumption must be made about the order in 

which the resources are considered to be applied. It is the government’s policy to consider 

restricted fund balance to have been depleted before using any of the components of unrestricted 

fund balance. Further, when the components of unrestricted fund balance can be used for the same 

purpose, committed fund balance is depleted first, followed by assigned fund balance. Unassigned 

fund balance is applied last. 

 

Fund Balance Policies 

 

Fund balance of governmental funds is reported in various categories based on the nature of any 

limitations requiring the use of resources for specific purposes.  Governmental funds report 

nonspendable fund balance for amounts that cannot be spent because they are either: a) not in 

spendable form or b) legally or contractually required to be maintained intact. Restricted fund 

balance is reported when externally imposed constraints are placed on the use of resources by 

grantors, contributors, or laws or regulations of other governments. The government itself can 

establish limitations on the use of resources through either a commitment (committed fund 

balance) or an assignment (assigned fund balance).  

 

The committed fund balance classification includes amounts that can be used only for the specific 

purposes determined by a formal action of the government’s highest level of decision-making 

authority. The Township Board is the highest level of decision-making authority for the 

government that can, by adoption of a resolution prior to the end of the fiscal year, commit fund 

balance. Once adopted, the limitation imposed by the resolution remains in place until a similar 

action is taken (the adoption of another resolution) to remove or revise the limitation. 

 

Amounts in the assigned fund balance classification are intended to be used by the government 

for specific purposes but do not meet the criteria to be classified as committed. The Township 

Board may also assign fund balance as it does when appropriating fund balance to cover a gap 

between estimated revenue and appropriations in the subsequent year’s appropriated budget. 

Unlike commitments, assignments generally only exist temporarily. In other words, an additional 

action does not normally have to be taken for the removal of an assignment. Conversely, as 

discussed above, an additional action is essential to either remove or revise a commitment. 

 

Unassigned fund balance is the residual classification for the Township’s general fund and 

includes all spendable amounts not contained in the other classifications and is therefore available 

to be spent as determined by the Township Board. 

 

Property Tax Revenue Recognition  
 

The Township property tax is levied on December 1st on the taxable valuation of property located 

in the Township as of the preceding December 31st.  The billings are due on or before February 

14th, after which time the bill becomes delinquent and penalties and interest may be assessed by 

the Township.  It is the Township’s policy to recognize revenues in the current year when they are 

levied and made available for the financing of Township operations.  The Township considers 
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property taxes levied on December 1st to be revenues of the current period. During the fiscal year 

the taxable value of the Township was $99,565,803.  The Township levied 0.5754 mills for 

operations and another 0.9886 for fire and ambulance services. 

 

Use of Estimates 

 

The process of preparing financial statements in conformity with generally accepted accounting 

principles requires the use of estimates and assumptions regarding certain types of assets, 

liabilities, revenues, and expenses. Such estimates primarily relate to unsettled transactions and 

events as of the date of the financial statements. Accordingly, upon settlement, actual results may 

differ from estimated amounts. 

 

Note 2 - Excess of Expenditures Over Budget 

 

P.A. 621 of 1978, as amended, provides that a local unit shall not incur expenditures in excess of 

the amount appropriated. 

 

The Township had the following expenditures in excess of the amounts appropriated during the 

year ended March 31, 2018: 

 

 
 

Note 3 - Cash and Investments 

 

The Township maintains individual fund demand deposits and certificates of deposit accounts.  

  

 

 

 

 

 

 

 

 

 

 

Function

 Final 

Budget  Actual Variance

Township Board 8,500$          10,091$        (1,591)$         

Supervisor 10,600          11,829                     (1,229)

Township Hall 2,600            4,311                       (1,711)

Other General Government 10,760          11,078                       (318)

Public Safety 155,793        155,806                       (13)

Public Works 750              767                             (17)

Capital Outlay -                  76,279                   (76,279)
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Following is a reconciliation of deposit balances as March 31, 2018:  

 

 
 

Custodial Credit Risk - Deposits  
 

Custodial credit risk is the risk that, in the event of a bank failure, the Township’s deposits might 

not be returned. State law does not require and the Township does not have a policy for deposit 

custodial credit risk. As of year-end, $110,331 of the Township’s bank balance of $518,841 was 

exposed to custodial credit risk because it was uninsured and uncollateralized. Due to the dollar 

amounts of cash deposits and the limits of FDIC insurance, the Township believes it is impractical 

to insure all bank deposits. As a result, the Township evaluates each financial institution with 

which it deposits Township 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 market rate of securities in the portfolio will fall due to changes 

in market interest rates. State law limits the allowable investments and the maturities of some of 

the allowable investments as identified in the summary of significant accounting policies. The 

Township’s investment policy does not have specific limits in excess of state law on investment 

maturities as a means of managing its exposure to fair value losses arising from increasing interest 

rates. 

 

Maturity dates for investments and certificates of deposit held at year-end are summarized as 

follows: 

 
 

 

 

Statement of Net Position

Cash and Investments 475,243$            

Statement of Fiduciary Assets and Liabilities

Cash and Investments 1,825                  

Total Deposits 477,068$            

Deposits and Investments

Checking and Savings Accounts 333,703$            

Certificates of Deposit 143,365              

Total 477,068$            

Certificates of 

Deposit

Due Within One to Five Years 143,365$            
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Concentration of Credit Risk 
 

Concentration of credit risk is the risk of loss attributed to the magnitude of the Township’s 

investment in a single issuer. State law limits allowable investments but does not limit 

concentration of credit risk as identified in the list of authorized investments in the summary of 

significant accounting policies. The Township’s investment policy does not limit investments in a 

single financial institution of a single security type (with the exception of U.S. treasuries and 

agencies and authorized pools) to a % of the total investment portfolio. All investments held at 

year-end are reported above. 

 

Note 4 - Capital Assets 

 

Capital asset activity for the year ended March 31, 2018 was as follows:  

 

 
 

Depreciation expense of $1,014 was allocated to the public safety function of the Township. 

 

Note 5 - Risk Management 

 

The Township is exposed to various risks of loss related to property loss, torts, errors and 

omissions, and employee injuries (workers’ compensation).  The risks of loss arising from general 

liability, property and casualty, and workers’ compensation are managed through purchased 

commercial insurance. 

 

Balance at 

3/31/2017 Additions Disposals

Balance at 

3/31/2018

Capital Assets not Being Depreciated

Land 22,502$      -$           -$           22,502$        

CIP (Township Hall Remodel) 5,680          5,680            

Total Capital Assets not Being Depreciated 22,502        5,680          -             28,182          

Capital Assets Being Depreciated:

Buildings and Improvements 44,430        70,599        -             115,029        

Machinery and Equipment 8,670          -             -             8,670            

Office Furniture and Equipment 16,918        -             -             16,918          

Total Capital Assets Being Depreciated 70,018        70,599        -             140,617        

Less Accumulated Depreciation:

Buildings and Improvements 44,430        1,014          -             45,444          

Machinery and Equipment 8,670          -             -             8,670            

Office Furniture and Equipment 16,918        -             -             16,918          

Total Accumulated Depreciation 70,018        1,014          -             71,032          

Net Capital Assets - Governmental 22,502$      75,265$      -$           97,767$        
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Note 6 - Joint Venture 

 

As of March 31, 2018, the joint venture, Solon-Centerville Fire Department with the Township of 

Solon and the Township of Centerville was dissolved.  Cedar Area Fire & Rescue was then created 

and is jointly governed by four townships - Centerville, Cleveland, Kasson and Solon - in Leelanau 

County. The governing board consists of one representative from each township, plus one member-

at-large approved by all four townships. The Township of Centerville’s appropriation to the Cedar 

Area Fire & Rescue for the fiscal year ended March 31, 2018 was $140,114 for operations and 

$15,179 for a future fire truck purchase. 
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Variance

Positive

(Negative)

Original Final Actual Final to Actual

Revenues

Taxes $ 170,000 $ 170,000 $ 178,771 $ 8,771 

Charges for Services 3,400 3,400 4,205 805 

Licenses and Permits 4,000 4,000 2,960 (1,040)

State Revenue Sharing 98,500 98,500 108,269 9,769 

Other Revenue 1,600 1,600 47,377 45,777 

Interest Income 850 850 1,980 1,130 

   Total Revenues 278,350 278,350 343,562 65,212 

Expenditures

Legislative - Township Board 8,500 8,500 10,091 (1,591)

General Government

Supervisor               10,600               10,600               11,829               (1,229)

Elections                 3,420                 3,420                 1,389                 2,031 

Assessor               17,500               17,500               15,529                 1,971 

Clerk               17,400               17,400               16,556                    844 

Board of Review                 1,525                 1,525                 1,342                    183 

Treasurer               20,500               20,500               20,045                    455 

Township Hall                 2,600                 2,600                 4,311               (1,711)

Other General Government               10,760               10,760               11,078                  (318)

Total General Government               84,305               84,305               82,079                 2,226 

Community and Economic Development 16,925 16,925 16,616 309 

Public Safety 155,793 155,793 155,806 (13)

Public Works 750 750 767 (17)

Recreation and Culture 2,800 2,800 1,741 1,059 

Capital Outlay -- -- 76,279 (76,279)

   Total Expenditures 269,073 269,073 343,379 (74,306)

Excess (Deficiency) of Revenues 

   Over Expenditures 9,277 9,277 183 (9,094)

   Net Change in Fund Balance 9,277 9,277 183 (9,094)

Fund Balance at Beginning of Period 494,305 494,305 494,305 --

Fund Balance at End of Period $ 503,582 $ 503,582 $ 494,488 $ (9,094)

Township of Centerville
Schedule of Revenues, Expenditures, and Changes in Fund Balance-Budget and Actual

General Fund
For the Year Ended March 31, 2018

Budgeted Amounts
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September 18, 2018 

To the Township Board of Trustees 

Township of Centerville 

We have audited the financial statements of the governmental activities, each major fund, and the 

aggregate remaining fund information of the Township of Centerville (the “Township”) for the 

year ended March 31, 2018. Professional standards require that we provide you with information 

about our responsibilities under generally accepted auditing standards, as well as certain 

information related to the planned scope and timing of our audit. We have communicated such 

information in our letter to you dated August 3, 2018. Professional standards also require that we 

communicate to you the following information related to our audit. 

Significant Audit Findings 

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. The 

significant accounting policies used by the Township are described in Note 1 to the financial 

statements. No new accounting policies were adopted and the application of existing policies was 

not changed during the fiscal year ended March 31, 2018.  We noted no transactions entered into 

by the governmental unit during the year for which there is a lack of authoritative guidance or 

consensus.  All significant transactions have been recognized in the financial statements in the 

proper period. 

Accounting estimates are an integral part of the financial statements prepared by management and 

are based on management’s knowledge and experience about past and current events and 

assumptions about future events. Certain accounting estimates are particularly sensitive because 

of their significance to the financial statements and because of the possibility that future events 

affecting them may differ significantly from those expected. The most sensitive estimate affecting 

the Township’s financial statements was: 

 Management’s estimate of the useful lives of depreciable capital assets is based on the 

length of time it is believed that those assets will provide some economic benefit in the 

future. 

We evaluated the key factors and assumptions used to develop these estimates in determining that 

it is reasonable in relation to the financial statements taken as a whole. 

The financial statement disclosures are neutral, consistent, and clear. 

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and 

completing our audit. 
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Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all known and likely misstatements identified 

during the audit, other than those that are clearly trivial, and communicate them to the appropriate 

level of management. Management has corrected all such misstatements.  The following material 

misstatements detected as a result of audit procedures were corrected by management: 

 

 Taxes receivable and tax revenues were increased by $5,556. 

 

 State revenue sharing receivable and the related revenues were increased by $16,458. 

 

 Accrued wages and the related payroll expenditures were increased by 4,871. 

 

 Accounts payable and the related expenditures were increased by $4,679. 

Disagreements with Management 

For purposes of this letter, professional standards define a disagreement with management as a 

financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that 

could be significant to the financial statements or the auditor’s report. We are pleased to report 

that no such disagreements arose during the course of our audit. 

Management Representations 

We have requested certain representations from management that are included in the management 

representation letter dated September 18, 2018. 

Management Consultations with Other Independent Accountants 

In some cases, management may decide to consult with other accountants about auditing and 

accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation 

involves application of an accounting principle to the governmental unit’s financial statements or 

a determination of the type of auditor’s opinion that may be expressed on those statements, our 

professional standards require the consulting accountant to check with us to determine that the 

consultant has all the relevant facts. To our knowledge, there were no such consultations with other 

accountants. 

Other Audit Findings or Issues 

We generally discuss a variety of matters, including the application of accounting principles and 

auditing standards, with management each year prior to retention as the governmental unit’s 

auditors. However, these discussions occurred in the normal course of our professional relationship 

and our responses were not a condition to our retention. 

Other Matters 

We applied certain limited procedures to management’s discussion and analysis and the budgetary 

comparison schedules, which are required supplementary information (RSI) that supplements the 

basic financial statements. Our procedures consisted of inquiries of management regarding the 

methods of preparing the information and comparing the information for consistency with 

management’s response to our inquiries, the basic financial statements, and other knowledge we 

obtained during our audit of the basic financial statements. We did not audit the RSI and do not 

express an opinion or provide any assurance on the RSI. 
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Communication Regarding Internal Control 

In planning and performing our audit of the financial statements of the governmental activities,  

each major fund, and the aggregate remaining fund information of the Township as of and for the 

year ended March 31, 2018, 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 audit procedures that are appropriate in the circumstances 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 was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies and therefore material weaknesses or significant 

deficiencies may exist that were not identified. However, as discussed below, we identified certain 

deficiencies in internal control that we consider to be material weaknesses and other deficiencies 

that we consider to be significant deficiencies.  

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, 

or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 

combination of deficiencies in internal control, such that there is a reasonable possibility that a 

material misstatement of the entity’s financial statements will not be prevented, or detected and 

corrected, on a timely basis. We consider the following deficiencies in internal control described 

in the attached schedule of findings and responses to be material weaknesses: 2018-1 and 2018-2. 

The Township’s written response to the material weaknesses identified in our audit within the 

schedule of findings and responses has not been subjected to the audit procedures applied in the 

audit of the financial statements and, accordingly, we express no opinion on it. 

This communication is intended solely for the information and use of management, 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. 

 
Gabridge & Company, PLC 

Grand Rapids, MI 
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2018-1 – Preparation of Governmental Financial Statements (Material Weakness) 

 

Criteria: All Michigan governments are required to prepare financial statements in 

accordance with generally accepted accounting principles (GAAP).  This is 

a responsibility of the government’s management.  The preparation of 

financial statements in accordance with GAAP requires internal controls 

over both 1) recording, processing and summarizing accounting data (i.e., 

maintaining internal books and records), and 2) reporting government-wide 

and fund financial statements, including the related footnotes (i.e., external 

financial reporting.) 

 

Condition/Finding: As is the case with many smaller and medium sized entities, the Township 

has historically relied on its independent external auditors to assist in the 

preparation of the government-wide financial statements and footnotes as 

part of its external financial reporting process.  Accordingly, the 

Township’s ability to prepare financial statements in accordance with 

GAAP is based, at least in part, on its reliance on its external auditors, who 

cannot by definition be considered a part of the Township’s internal 

controls.   

 

In addition, we proposed, and management approved, material journal 

entries to properly record and reconcile taxes receivable, payroll liabilities, 

accounts payable, and state revenue sharing transactions and balances in the 

governmental funds.   

 

Cause: This condition was caused by the Township’s decision that it is more cost 

effective to outsource the preparation of its annual financial statements to 

the auditors than to incur the time and expense of obtaining the necessary 

training and expertise required for the Township to perform this task 

internally. 

 

Effect: As a result of this condition, the Township lacks complete internal controls 

over the preparation of financial statements in accordance with GAAP, and 

instead relies, at least in part, on its external auditors for assistance with this 

task.  In addition, the Township’s records were initially misstated by an 

amount material to the financial statements.  Finally, management of the 

Township is not able to review and inquire of the financial condition of the 

Township on a timely basis. 
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View of Responsible 

Officials:  The Township Board has evaluated the cost versus benefit of establishing 

internal controls over the recording, processing, summarizing accounting 

data and preparing financial statements, and determined that it is in the best 

interests of the Township to carefully review, approve, and accept 

responsibility for all nonattest work performed by the external auditors, 

while continuing to work to improve their internal accounting information 

and procedures. 

 

Management will work to reduce the number of material audit adjustments 

to ensure that accounting information is accurate throughout the year. 

 

2018-2 – Segregation of Incompatible Duties (Material Weakness) 

 

Criteria:  Management is responsible for establishing and maintaining internal 

controls in order to safeguard the assets of the Township. A key element of 

internal control is the segregation of incompatible duties within the 

accounting function.  

 

Condition/Finding:  The Township has accounting functions which are performed by the same 

individual and are not subject to a documented independent review and 

approval. These areas include cash receipting, payroll, and accounts payable 

transactions.  

 

Cause:  This condition is a result of the limited size of the Township’s accounting 

staff.  

 

Effect:  As a result of this condition, the Township is exposed to an increased risk 

that misstatements (whether caused by error or fraud) may occur and not be 

prevented or detected and corrected by management on a timely basis. 

  

Recommendation:  While there are, of course, no easy answers to the challenge of balancing 

the costs and benefits of internal controls and the segregation of 

incompatible duties, we would nevertheless encourage management to 

actively seek ways to further strengthen its internal control structure by 

requiring as much independent review, reconciliation, and approval of 

accounting functions by qualified members of management as possible.  

 

View of Responsible  

Officials:  As a result of limited staffing, we cannot accomplish the desired segregation 

of duties. Management staff will provide increased oversight and review of 

operations to help correct errors and to deter inappropriate actions and 

potential fraud. 
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