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RUKKILA | NEGRO
AND ASSOCIATES

Certified Public Accountants, PC
310 Shelden Avenue, Houghton, Michigan 49931
906.482.6601 906.482.9046 fax www.rukkilanegro.com

INDEPENDENT AUDITOR'S REPORT

Members of the Township Board
Charter Township of Portage
Houghton, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the Charter Township of Portage as of and for the
year then ended December 31, 2016, 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.

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 of
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.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the government activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Charter Township of Portage as of December 31, 2016, and the respective changes
in financial position and where applicable, cash flows thercof 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 on pages 6 through 10 and 40 through 42 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Township’s basic financial statements. The additional information on pages 44 to 51 are presented for purposes of
additional analysis and is not a required part of the basic financial statements.

The additional information on pages 44 to 51 are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in relation to the basic
financial statements as a whole.

Rubstoila, Negro and Hssociates,
Centificd Pablic Aeconntants, PEC

July 13,2017



CHARTER TOWNSHIP OF PORTAGE
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2016

This section of Charter Township of Portage’s annual financial report presents management’s discussion and analysis
of the Township’s financial activities during the fiscal year ended December 31, 2016. The analysis focuses on the
Township’s financial performance as a whole. It is intended to be read as part of the Township’s financial statements,
which immediately follow this section.

Overview of the Financial Statements
The annual report consists of a series of financial statements including other requirements as follows:

e Management’s Discussion and Analysis introduces the basic financial statements and provides an analytical
overview of the Township’s financial activities.

e The Government-wide Financial Statements consists of a Statement of Net Position and a Statement of Activities.
These provide information about the activities of the Township as a whole and represent an overall view of the
Township’s finances.

Statement of Net Position and the Statement of Activities

These statements provide information that help determine how the Township is doing financially as a result of the
year’s activities. The statements are shown using a full accrual basis.

The Township’s net position and the changes in the net position during the year are reported by these two statements.
Increases or decreases in the Township’s net position are one way to determine if the financial position of the
Township is improving or deteriorating. However, non-financial factors will need to be considered as well to
determine the overall financial position of the Township.

There are two kinds of activities in the Statement of Net Position and the Statement of Activities:
Governmental Activities - Most of the Township’s basic services are reported here, including general administration,

fire, public works, and parks and recreation. These activities are financed primarily by property taxes,
intergovernmental revenues, and charges for services.

Major Funds: Under GASB Statement 34, the audit focus has shifted from governmental type funds to major
funds. Major funds are the largest funds in terms of assets, liabilities, revenues or expenses/expenditures. This
allows the reader to see more detailed activity of the major funds. For the Township the General Fund, Fire

Protection Fund, and Cemetery Operating Fund meet this requirement.

Non-major Funds: In the basic financial statements, non-major funds are consolidated into one column. These
are smaller, less active funds. Detailed information about non-major funds can be found after the notes to the
financial statements.



CHARTER TOWNSHIP OF PORTAGE
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2016

Overview of the Financial Statements - (Continued)

Business-Type Activities - The Township’s sewer and water activities are reported here. A fee is charged to
customers to help defray the cost of these services.

o Fund Financial Statements tell how governmental services were financed in the short term as well as what
remains for future spending. These statements also report the Township’s operations in more detail than the
Government-wide Financial Statements by providing information about the most significant funds.

. Notes to the financial statements provide additional information that is essential to a full understanding of the
data provided in the basic financial statements.

. Required supplementary information, other than Management Discussion and Analysis, provides information
about the required budgetary comparison information.

. Other supplementary information provides detailed information about the non major governmental funds and
Water Funds.

Governmental Funds - The Township’s basic services are mainly reported in this type of fund, which concentrates on
how money goes into and out of those funds and the balances left at year end that are available for spending,.
Modified accrual accounting is the reporting method used for these funds. These statements provide a short-term
view of the Township’s general governmental operations and the basic services it provides in detail. Information in
these statements help determine whether there are more or fewer financial resources that can be spent in the future to
finance the Township’s programs.

Governmental funds are essentially the same as the governmental activities with the exception that internal services
are included in governmental activities but not as governmental funds. Governmental funds use a modified accrual
basis of accounting and focus on near-term inflows and outflows of spendable resources and on the balances of
spendable resources.

In governmental funds, capital outlay and debt principal are reported on the Statement of Revenues, Expenditures and
Changes in Fund Balance and depreciation is not recorded. The rule for reporting accrued vacation is more
restrictive. The Balance Sheet for governmental funds does not include any capital assets or long-term debt.

Proprietary Funds - Proprietary funds use a full accrual method of accounting for both government-wide statements
and fund level statements.

> Enterprise funds are used to report business like activities. In general, these funds charge a fee for their
services. The Township uses enterprise funds for water and sewer. Proprietary funds are reported in the same
way that all activities are reported in the Statement of Net Position and the Statement of Activities. The
Township’s enterprise funds are the same as the business-type activities we report in the government-wide
statements but provide more detail and additional information, such as cash flows for proprietary funds. All
Enterprise funds qualify as major funds.



CHARTER TOWNSHIP OF PORTAGE
MANAGEMENT'S DISCUSSION AND ANALYSIS

December 31,2016

Overview of the Financial Statements - (Continued)

Summary of Net Position

Assets
Current and other assets
Capital assets - net
Total assets

Liabilities
Current liabilities
Non-current liabilities
Total liabilities

Deferred inflow of resources

Net position
Net investment in capital assets
Restricted
Unrestricted

Total net position

Results of Operations

Program Revenue:
Charges for services
Grants and contributions
Capital grants and contributions

General Revenue:
Taxes
State shared revenue
Realized gain (loss)
Unrealized gain (loss)
Other income

Total revenues

Functions/program expenses
General government
Public Safety
Public Works
Recreation and culture

Total expenses

Change in net position

Net position - Beginning, as restated
& o

Net position - Ending

Governmental Activities

Business-Type Activities

2016 2015 2016 2015
$ 1,961,325 $ 1,846,771 § 435325 $ 363,918
913,073 964,101 3,755,062 3,933,501
2,874,398 2,810,872 4,190,387 4,297,419
8,053 6,184 14,549 10,144
5,140 5,731 1,319,170 1,376,170
13,193 11,915 1,333,719 1,386,314
90,268 99,119 - -
913,073 964,101 2,436,062 2,557,501
273,999 1,307,358 - -
1,583,865 428,379 420,606 353,604
$ 2,770,937 $ 2,699.838 $ 2,856,668 $ 2,911,105

Governmental Activities

Business-Type Activities

2016 2015 2016 2015
$ 87087 § 66098 § 448752 $ 450,637
6,600 15,000 - -
248,403 229,595 - -
247,928 245,399 - -
6,790 (13,370) - -
(326) (991) - -
56,394 43,370 1,971 2,431
652,876 585,101 450,723 453,068
351,643 343,138 - .
84,654 83,674 . -
127,030 94,419 505,160 554,618
18,450 24,114 ; -
581,777 545,345 505,160 554,618
71,099 39.756 (54.437) (101,550)
2,699.838 2,660,082 2.911,105 3,012,635
$ 2770937 S 2.699.838 S 2.856.668 S 2.911.105




CHARTER TOWNSHIP OF PORTAGE
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2016

Overview of the Financial Statements - (Continued)

The following two charts highlight the Township's governmental activities by revenues and expenses.

2016 % of total 2015 % of total
Revenues
Charges for services $ 87,087 134 $ 66,098 114
Taxes 248,403 38.0 229,595 392
State shared revenue 247,928 38.0 245,399 41.9
Contributions 6,600 1.0 15,000 2.6
Realized gain (loss) 6,790 1.0 (13,370) 2.3)
Unrealized gain (loss) (326) - (991) (0.2)
Other income 56,394 8.6 43,370 7.4
Total revenues 3 652.876 1000 § 585,101 100.0
Expenditures
General government $ 351,643 604 § 343,138 63.0
Public Safety 84,654 14.6 83,674 15.3
Public Works 127,030 21.8 94,419 17.3
Recreation and culture 18,450 3.2 24,114 4.4
Total expenditures $ 581,777 1000 $ 545345 100.0

The following two charts highlight the Township's business-type activities by revenues and expenses and net position.
g gnhg p yp Y F p

ENTERPRISE FUNDS 2016 2015 Change

PORTAGE SEWER

Revenues/Transfers $ 184,353 § 176,549 § 7,804

Expenditures/Transfers $ 220,612 § 246,525 $ (25,913)

Net Position $ 1,010,861 § 1,047,120 $  (36,259)
DAKOTA SEWER

Revenues/Transfers $ 35,354 § 39,226 $ (3,872)

Expenditures/Transfers $ 50,225 § 49749 § 476

Net Position $ 613937 $ 628,808 S (14,871)
PORTAGE WATER

Revenues/Transfers $ 169,598 §$ 168,468 $§ 1,130

Expenditures/Transfers $ 166,732 $ 184,885 § (18,153)

Net Position $ 626447 § 623,581 $ 2,866
DAKOTA HEIGHTS WATER

Revenues/Transfers $ 22,674 § 26,737 % (4,063)

Expenditures/Transfers $ 35,028 $ 35,194 § (166)

Net Position $ 340,724 $ 353,078 §  (12,354)
WOODLAND ROAD WATER

Revenues/Transfers $ 38,744 § 42,088 § (3,344)

Expenditures/Transfers $ 32,563 $ 38,265 § (5,702)

Net Position $ 264,699 § 258518 S 6,181

9



CHARTER TOWNSHIP OF PORTAGE
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2016

Financial Analysis

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, unreserved fund balance may serve as a useful measure of a government’s net
resources available for spending at the end of the fiscal year.

The General Fund is the main operating fund of the Township. At the end of the current fiscal year fund balance of
the General Fund was $499,405. As a measure of the General Fund's liquidity, it may be useful to compare
unassigned fund balance to total fund expenditures. Unassigned fund balance represents 121% of the total General
Fund expenditures.

The fund balance of the Township’s General Fund increased by $65,295 during the fiscal year. Revenues increased
by $26,924 and expenditures increased by $3,356 overall. Major decreases occurred in general services for
professional fees and recreation. Major increases in the areas of town hall, other activities for insurance, and
elections.

Proprietary Funds - The Township’s proprietary funds provides the same type of information found in the
government-wide financial statements, but in more detail. Net position at the end of the year amounted to $2,856,668.

Budgetary Highlights

During the year ended December 31, 2016, the Township revised the budget three times.

Capital Assets and Debt Administration

The Township’s investment in capital assets net of accumulated depreciation for the governmental and business-type
activities as of December 31, 2016, amounts to $4,668,135. The investment in capital assets includes land, buildings,
system improvements, machinery, and equipment.

Additional information on the Township’s capital assets can be found on page 30 of this report.

Long-term Debt

At the end of the current fiscal year, the Township had total debt in bonds and loans in the amount of $1,319,000.
This total amount is backed by the full faith and credit of the Township. The Township's overall debt decreased by
$57,000 during the fiscal year.

Additional information on the Township’s long-term debt can be found starting on page 34 of this report.

Request for Information

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a general
overview of the Township’s finances. If you have questions about this report or need additional information, contact

the Township Supervisor at the Portage Township, 47420 Green Acres Road, Houghton, Michigan 49931 or call (906)
482-4310 and e-mail address supervisor@charterportagetwp.org.

)



CHARTER TOWNSHIP OF PORTAGE
STATEMENT OF NET POSITION
December 31, 2016

Primary Government
Governmental  Business-Type

Activities Activities Total
Assets
Cash and cash equivalents $ 748,692 % 215960 §$ 964,652
Accounts receivable - 6,712 6,712
Inventory - 56,330 56,330
Internal balances 66,320 (66,320) -
Due from fiduciary fund 9,277 921 10,198
Due from other governmental units 43,025 - 43,025
Prepaids 7,361 1,727 9,088
Restricted cash 49,227 219,995 269,222
Restricted investment 1,037,423 - 1,037,423
Capital assets - net 913,073 3,755,062 4,668,135
Total assets 2,874,398 4,190,387 7,064,785
Liabilities
Accounts payable 2,173 12,906 15,079
Accrued expenses 5,880 1,643 7,523
Bonds, due within one year - 24,000 24,000
Bonds, due in more than one year - 1,295,000 1,295,000
Accrued vacation payable 5,140 - 5,140
User deposits - 170 170
Total liabilities 13,193 1,333,719 1,346,912
Deferred inflow of resources
Property taxes levied for the following year 90,268 - 90,268
Net position
Net investment in capital assets 913,073 2,436,062 3,349,135
Restricted
Fire Protection Fund 262,404 - 262,404
Liquor Law Fund 72 - 72
Cemetery Operating Fund 9,162 - 9,162
Cemetery Perpetual Care 2,361 - 2,361
Debt Service - 219,995 219,995
Unrestricted 1,583,865 200,611 1,784,476
Total net position $ 2770937 § 2,856,668 § 5,627.605

The accompanving notes to the financial statements are an integral part of this statement.
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CHARTER TOWNSHIP OF PORTAGE
GOVERNMENTAL FUNDS
RECONCILIATION OF THE BALANCE SHEET
TO THE STATEMENT OF NET POSITION
December 31, 2016

Fund Balance Reported in Governmental Funds S 1,863,004
Amounts reported for governmental activities in the statement of net position are different because:

Capital assets used in governmental activities are not financial resources and therefore are not
reported in the funds. 913,073

Long-term liabilities, including bonds payable are not due and payable in the current period and
therefore are not reported in the funds. (5,140)

Net position of governmental activities $ 2,770,937

The accompanying notes to the financial statements are an integral part of this statement.
i

i
iy



“Juswale)s siyy jo 1ed [eifaiul ue dse SJUSLISIE)S [BIOURUL) AU 0 sajou Suiduedwiodde Ay,

¢l

F00°€98°T $ TL $ 1961601 $ 7916 $ orcor  § Soveer S
89F 1¥L°1 66 009°680°1 (zLL'e) 1€4°122 011'veY
9¢siiTl L) 19¢°C rE6°T1 €L6'OY $6T°69
v9¥°'9 (0s) (9¢ser) 000°0S - (0s)
- 0S (000°05) 000°0¢ - (0¢)
(9z¢9) - (9z¢) - - -
06L°9 - 06L°9 - - -
TLOSTY (LL) L68°SY (990°L€) €L60F SS9
0bL'LTS 9L1°T - 19€°+9 [0S°1¢ T0L 601
0S¥°81 - - - - 0St°81
9€0°571 - - 19€°%9 - SL9°09
T18°9¢ 9L1'T - - 10§°1S SeI'e
Y LTS - - - - LTS
TI18°CH9 660°C L68'SY S6TLT YLV TH LYO'SLY
LSOET - 000°S1 005°¢ - LSSy
000°¢ - - - - 000°¢
Legtee - 168°0¢ - 9ty 7661
L8O°LS - - S6LET - T6T°€9
826°LYT 660°C - - - 678°SHT
ZsL'ce - - - - TSLTT
1s9°scz § - $ - § - $ 870°T6 § ¢ocel 8
spun,| pung 3] [eMRdIo pun.g punyj pun,
[BJUSWILLIBAOD)  mer] Jonbi] Algpwa) Sunedp 101199301 Al ely)
1e101, pung JUBUBULID] Alajourd) AL

Jofew-uoN

spun,j ol

9707 ‘1€ 19quIddd(] papuyf 8o X
SADNVIVY AN NI SEDNVHD

ANV STINLIANTIXA SHANTIATT 40 INJINALVY.LS

SANAA TV.INIHINNIIAOD

AOVILIOd A0 JIHSNAMOL YHALAVHD

182K JO PUF] - $OUB[E( PUN,
1eak jo Furuuifag - seourjeg pun |
saduUR[RY pUny Ul ATUBLD JION

(sasn) $90.4N0$ SULDURUL JOYI0 [BI0 ],
oy srajsuey Suneiado
(ssop) uieS pazijeaiun
(sso}) uied pozijuay]

(sesn) $904n08 FuldULRUL DO

mm.::_c:oazo
JOA0 $3NUIADL JO (ADUDIDJAP) $$AIN]

sanyipuadxa (710 ],
2INJ[ND PUB UONEAINY

SYIOAN D

A19J8S 21|
JUSUHLIDAOT [RIBUDTY

saanypundyTy

SANUDADL 110 ],
AWODUT 1BYI(Y
SUOINGLIUO)
1824934
SODIAILS 10) SabIey)
2NUIADY WIS
15910, [RIDDUIIOD
soxu ],

SONUIADY



CHARTER TOWNSHIP OF PORTAGE
GOVERNMENTAL FUNDS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
Year Ended December 31, 2016

Net Change in Fund Balances - Total Governmental Funds 5 121,536

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

Governmental funds do not record depreciation and report capital outlays as expenditures; in
the statement of activities, these costs are capitalized and allocated over their estimated

useful lives as depreciation (51,028)

Accrued sick pay recorded in the statement of activities is not recorded ad expenditures in the

governmental funds until they are incurred. 591
Change in net position of governmental activities $ 71,099

The accompanying notes to the financial statements are an integral part of this statement,
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CHARTER TOWNSHIP OF PORTAGE
PROPRIETARY FUNDS
COMBINING STATEMENT OF NET POSITION
December 31, 2016

Business-Type Activities
Enterprise Funds

Sewer Water
System System Total

Assets

Cash and cash equivalents $ 40,265 § 175,695 $ 215,960

Accounts receivable 4,466 2,246 6,712

Inventory 12,648 43,682 56,330

Due from other funds - - -

Due from fiduciary fund 581 340 921

Prepaids 454 1,273 1,727

Restricted cash 71,826 148,169 219,995

Capital assets - net 2,087,680 1,667,382 3,755,062
Total assets 2,217,920 2.038.787 4,256,707
Liabilities

Accounts payable 8,710 4,196 12,906

Due to other funds 39,710 26,610 66,320

Accrued expenses 702 941 1,643

Bonds, due within one year 10,000 14,000 24,000

Bonds, due in more than one year 534,000 761,000 1,295,000

User deposits - 170 170
Total liabilities 593,122 806,917 1,400,039
Net Position

Restricted 71,826 148,169 219,995

Unrestricted 1,552,972 1,083,701 2,636,673
Total net position $ 1,624,798 § 1,231,870 § 2,856,668

The accompanying notes to the financial statements are an integral part of this statement.
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CHARTER TOWNSHIP OF PORTAGE
PROPRIETARY FUNDS
COMBINING STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION
Year Ended December 31, 2016

Business-Type Activities
Enterprise Funds

Sewer Water
System System Total
Operating revenues
Charges for services $ 215803 $§ 222,033 § 437,836
Parts, meters, hook-up fees 3,325 7,591 10,916
Other income 579 312 891
Total operating revenues 219,707 229,936 449,643
Operating expenses
Salaries 16,194 23,277 39,471
Payroll taxes 1,999 2,915 4914
Employee benefits 5415 10,344 15,759
Supplies 1,475 6,753 8,228
Utilities 8,634 - 8,634
Insurance 2,413 4,550 6,963
Repairs and maintenance 1,057 1,330 2,387
Professional services 456 684 1,140
Printing and publishing - 1,080 1,080
Dues and membership - 424 424
Depreciation 95,311 83,132 178,443
Purchase services 124,453 64,246 188,699
Miscellaneous - 1,004 1,004
Total operating expenses 257,407 199,739 457,146
Operating income (loss) (37,700) 30,197 (7,503)
Non-operating revenues (expenses)
Interest income - 1,080 1,080
Interest (13,430) (34,584) (48,014)
Total non-operating revenues (expenses) (13,430) (33,504) (46,934)
Net income (loss) (51,130) (3,307) (54,437)
Net position, beginning of the year 1,675,928 1,235,177 2,911,105
Net position, end of year $ 1,624,798 $ 1,231,870 $ 2,856,668

The accompanying notes to the financial statements are an integral part of this statement.
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CHARTER TOWNSHIP OF PORTAGE
ENTERPRISE FUNDS
COMBINING STATEMENT OF CASH FLOWS
Year Ended December 31, 2016

Sewer Water
System System Total

Cash flows from operating activities

Receipts from customers $ 219713 § 2 21§ 451,034

Payments to suppliers (140,048 ,225) (236,273)

Internal activity - receipts (payments) to other funds - - -

Payments to employees (16,230) 23,472) (39,702)
Net cash provided by operating activities 63,435 111,624 175,059
Cash flows from noncapital financing activities

Operating subsidies and transfers to other funds (8,863) (13,329) (22,192)
Cash flows from capital and related financing activities

Principal paid on capital debt (9,000) (48,000) (57,000

Interest paid on capital debt (13,430) (34,584) (48,014)
Net cash (used) by capital and related financing activities (22.,430) (82,584) (105,014)
Cash flows from investing activities

Interest and dividends - 1,080 1,080
Net (decrease) in cash 32,142 16,791 48,933
Balances - beginning of the year 79,949 307,073 387,022
Balances - end of the year $ 112,091 § 323,864 § 435,955
Reconciliation of operating income (loss) to net cash

provided (used) by operating activities:
Operating income (loss) $ (37,700) $ 30,197 $ (7,503)
Adjustments to reconcile operating income to net cash
provided (used) by operating activities:

Depreciation expense 95,311 83,132 178,443
Change in assets and liabilities

Receivables, net 6 1,385 1,391

Inventory - 50 50

Prepaid expenses (454) (1,273) (1,727

Accounts and other payables 6,308 (1,672) 4,636

Accrued expenses (36) (195) (231
Net cash provided by operating activities $ 63,435 § 111,624 § 175,059

The accompanying notes to the financial statements are an integral part of this statement.
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CHARTER TOWNSHIP OF PORTAGE
STATEMENT OF FIDUCIARY NET POSITION
December 31, 2016

Tax
Collection
Fund
Assets
Cash and cash equivalents $ 375963
Total assets $ 375,963
Net Position
Due to other funds $ 10,277
Due to other governmental units 365,686
Total liabilities $ 375,963

The accompanving notes to the financial statements are an integral part of this statement.
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CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

The Charter Township of Portage is a Charter Township located in Houghton County, Michigan and encompasses an
area of 113.35 square miles. The Township operates under an elected Board of Trustees (seven members, including
the Township Supervisor, Township Clerk, Township Treasurer, and four trustees) and provides services to a
population of approximately 3,150 Township residents.

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Charter Township of Portage conform to generally accepted accounting principles for
local governmental units as prescribed by the Governmental Accounting Standards Board and the American Institute
of Certified Public Accountants. The following is a summary of the more significant policies:

REPORTING ENTITY

The Charter Township of Portage is incorporated under the laws of the State of Michigan and operates under an
elected council form of government.

There are no other governmental units within the Township that are controlled by, or dependent upon the Township's
Board of Trustees. Control by, or dependence on the Township, was determined on the basis of appointment of the
governing body or governing authority budget adoption, taxing authority, outstanding debt secured by revenues or
general obligations of the Township, obligation of the Township to finance any deficits that may occur, surplus funds,
and scope of public service.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION

Government-Wide Financial Statements - The statement of net position and the statement of activities display
information about the Township as a whole. These statements distinguish between activities that are governmental and
those that are considered business-type. The Statement of Net Position and Statement of Activities report information
on all of the non-fiduciary activities of the primary government and its component unit. These statements exclude
fiduciary activities such as trust and agency funds.

The government-wide financial statements are prepared using the economic resources measurement focus and the
accrual basis of accounting as further defined under proprietary funds below. This is the same approach used in the
preparation of the proprietary fund financial statements but differs from the manner in which governmental fund
financial statements are prepared. Therefore, governmental fund financial statements include a reconciliation with
brief explanations to better identify the relationship between the government-wide statements and the statements of
governmental funds.

The government-wide statement of activities presents a comparison between expenses and program revenues for each
different identifiable activity of the business-type activities of the Township and for each governmental program.
Expenses are those that are specifically associated with a service or program and are therefore clearly identifiable to a
particular function. Program revenues include charges paid by the recipients of the goods or services offered by the
programs and grants and contributions that are restricted to meeting the operational or capital requirements of a
particular function. Revenues which are not classified as program revenues are presented as general revenues. The
comparison of program revenues and expenses identifies the extent to which each function is self-financing or draws
from the general revenues of the Township.

Internal activity is limited to inter-fund transfers which are eliminated to avoid “doubling up™ revenues and expenses.
Net position are reported as restricted when constraints placed on net position use are either externally imposed by
creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other governments or
imposed by law through constitutional provisions or enabling legislation. The net position restricted for other
purposes result from special revenue and capital projects and the restrictions on their net asset use.

oy



CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Financial Statements - Fund financial statements report detailed information about the Township. The focus of
governmental and enterprise fund financial statements is on major funds rather than reporting funds by type. Each
major fund is presented in a separate column. The major governmental funds are each presented in a single column on
the financial statements.

The following fund types are used by the Township:

Governmental Funds — The focus of the governmental funds’ measurement (in the fund statements) is upon
determination
of the financial position (sources, uses, and balances of financial resources) rather than upon net income.

The following is a description of the major governmental funds of the Township:

General Fund - The General Fund is the government’s primary operating fund. It is used to account for all
financial resources of the general government, except those required to be accounted for in another fund.

Fire Protection Fund - The Fire Fund accounts for fire protection by special assessment under Act 33, 1951, as
amended.

Cemetery Fund - The Cemetery Fund accounts for all operations of cemetery activities.

Permanent Fund Type - The Cemetery Perpetual Care Fund is the Township’s only permanent fund. The
principal portion of the fund must stay intact, but the interest earnings are used to provide care for the cemetery.

The following is a description of the non major governmental fund of the Township:

-y Liquor Law Fund - This fund accounts for all activity in connection with liquor law enforcement as required
by the State of Michigan and is funded by the same.

Enterprise Funds- Enterprise Funds are used to account for operations (a) that are financed and operated in a manner
similar to private business enterprises where the intent of the governing body is that the costs (expenses, including
depreciation) of providing goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges; or (b) where the governing body has decided the periodic determination of revenues
earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management
control, accountability, or other purposes.

Sewer and Water funds are major enterprise funds of the Township.

Fiduciary Funds - Fiduciary funds are used to report assets held in a trustee or agency capacity for others and therefore
are not available to support Township programs. The agency fund is custodial in nature and does not present results of
operations or have a measurement focus. Fiduciary funds are not included in the government-wide statements.

The following is a description of the fiduciary fund:

Current Tax Collection Fund - The Current Tax Collection Fund accounts for collection and disbursement of property
tax collections to all taxing agencies.




CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus

On the government-wide statement of net position and the statement of activities, both governmental and business-
type activities are presented using the economic resource measurement focus as defined below.

In the fund financial statements, the “current financial resources” measurement focus or the “economic resources”
measurement focus is used as appropriate:

e All governmental funds utilize a “current financial resources” measurement focus. Only current financial assets and
liabilities are generally included on their balance sheets. Their operating statements present sources and uses of
available spendable financial resources during a given period. These funds use fund balance as their measure of
available spendable resources at the end of the period.

e The proprietary funds utilize an “economic resources” measurement focus. The accounting objectives of this
measurement focus are the determination of operating income, changes in net assets, financial position and cash
flows. All assets and liabilities, whether current or noncurrent, associated with their activities are reported.
Proprietary fund equity is classified as net assets.

e Agency funds are not involved in the measurement of results of operations; therefore, measurement focus is not
applicable to them.

Other Accounting Policies

Cash and cash equivalents - The Township’s cash and cash equivalents as reported in the statement of cash flows and
the statement of net position are considered to include cash on hand, demand deposits, and short-term investments
with a maturity of three months or less when acquired. Investments are stated at fair value. Pooled investment income
is generally allocated to each fund using a weighted average of balance for the principal.

Restricted assets - Certain cash accounts are classified as restricted assets on the balance sheet because their use is
limited. In the enterprise funds, the “Bond Requirements” accounts are used for the payment of current debt
obligations.

Receivables and Payables - In general, outstanding balances between funds are reported as “due to/from other funds.”
All receivables are reported at their gross value and, where appropriate, are reduced by the estimated portion that is
expected to be uncollectible. The Township has not recorded an allowance for uncollectible as the Township does not
anticipate any material uncollectible accounts.

Inventory - Inventory is valued at cost as determined on the first-in, first-out method for the Sewer and Water Funds.
For all other funds the Township utilizes the purchase method of recording inventories of materials and supplies.
Under the purchase method, inventories are recorded as expenditures when they are purchased.

Property Taxes - Property taxes are accrued in the year they are levied. The tax levy is recorded as deferred revenue
until the subsequent year when it becomes available for use. Properties are assessed as of December 31 and the related
property taxes become a lien on December 1 of the following year. These taxes are due on February 14 with the final
collection date of February 28 before they are added to the county delinquent tax rolls.



CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

For the year ended December 31, 2016, the Township levied the following amounts per $1,000 of assessed valuation:

Fund Mills
Township Operating 1.2945
Fire Operating 9958

Capital Assets — Capital assets, which include land, buildings, equipment, site improvements, and vehicles are
reported in the applicable governmental activities column in the government-wide financial statements. Such assets
are recorded at historical cost or estimated historical cost if purchased or constructed. All costs relating to
construction of facilities are capitalized, including salaries, employee benefits, and bond interest costs. Donated
capital assets are recorded at estimated fair market value at the date of donation. Costs of normal repair &
maintenance that do not add to the value or materially extend asset lives are not capitalized. Capital assets are defined
by the Township as assets with an initial individual cost of more than $3,000 and an estimated useful life of more than
one year.

In the government-wide financial statements, capital assets are accounted for as capital assets. All capital assets are
valued at historical cost or estimated historical cost if actual is unavailable, except for donated capital assets which are
recorded at their estimated fair value at the date of donation.

Depreciation of all exhaustible capital assets is recorded as an allocated expense in the statement of activities, with
accumulated depreciation reflected in the statement of net position. Depreciation is provided over the asset’s

estimated useful lives using the straight-line method of depreciation.

The range of estimated useful lives by type of assets is as follows:

Buildings and additions 20-50 years
Vehicles 5-10 years
Furniture and other equipment 5-10 years

In the fund financial statements, capital assets used in governmental fund operations are accounted for as capital
outlay expenditures of the governmental fund upon acquisition. Capital assets used in proprictary fund operations are
accounted for the same as in the government-wide financial statements.

Restricted Assets - Restricted assets include cash and equivalents, which have been reserved for the principal portion
of the cemetery perpetual care fund non-expendable cash.

Long-term Debt - The accounting treatment of long-term debt depends on whether the assets are used in governmental
fund operations or proprietary fund operations and whether they are reported in the government-wide or fund financial
statements.

All long-term debt to be repaid from governmental and business-type resources is reported as liabilities in the
government-wide statements. The long-term debt consists of bonds payable.

Long-term debt for governmental funds is not reported as liabilities in the fund financial statements. The debt
proceeds are reported as other financing sources and payment of principal and interest reported as expenditures as it is
in the government-wide statements.

By
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CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Compensated Absences - The Township’s policies regarding vacation and sick time permit employees to accumulate
vacation and sick time. The liability for vacation compensated absences is recorded as long-term debt in the
government-wide statements. In the fund financial statements, governmental funds report only the compensated
liability payable from expendable available financial resources, while proprietary funds report the liability as it is
incurred.

Deferred Outflows of Resources and Deferred Inflows of Resources - Deferred outflows are reported in a separate
section following assets and represents a consumption of net position applying to a future period and therefore will
not be recognized as an outflow of resources (expense/expenditure) until then. The Township has no deferred
outflows in the current year.

Deferred inflows are reported in a separate section following liabilities and represents an acquisition of net position
applying to a future period and therefore will not be recognized as an inflow of resources (revenue) in the current
year. The Township has reported $99,119 in property taxes and special assessments levied for the following year, and
therefore not available in the current year under the governmental fund basis of accounting, as a deferred inflow.

Property
Fund Taxes
General $ 53,633
Fire Protection 36,635
Totals $ 90,268

Equity Classification

Government-Wide Statements
Equity is classified as net position and displayed in three components:

i. Net investment in capital assets - Consists of capital assets including restricted capital assets, net of
accumulated deprecation and reduced by the outstanding balances of any bonds, notes or other borrowing that
are attributable to the acquisition, construction or improvement of those assets.

2. Restricted net position - Consist of net position with constraints placed on the use either by (1) external
groups such as creditors, grantors, contributors or laws or regulations of other governments; or (2) law
through constitutional provisions of enabling legislation.

3. Unrestricted net position - All other net position that do not meet the definition of “restricted” or “invested in
capital assets, net of related debt.”

Fund Statements — Governmental fund equity is classified as fund balance. Fund balance is further classified as
described on page 27. Proprietary fund equity is classified the same as in the government-wide statements.

Revenues
Government-Wide Statements

In the government-wide statement of activities, revenues are segregated by activity (governmental or business-type),
and are classified as either a program revenue or a general revenue. Program revenues include charges to customers or
applicants for goods or services, operating grants and contributions and capital grants and contributions. General
revenues. includes all revenues which do not meet the criteria of program revenues and included revenues such as
property taxes, state revenue sharing payments and interest earnings.

]
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CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fund Statements

In the governmental fund statements revenues are reported by source, such as federal sources, state sources and taxes.
Revenues consist of general purpose revenues and restricted revenues. General purpose revenues are available to fund
any activity reported in that fund, while restricted revenues are available for a specific purpose or activity and the
restrictions are typically required by law or a grantor agency. When both general purpose and restricted revenues are
available for use, it is the Township’s policy to use restricted resources first.

Expenses/Expenditures

Government-Wide Statements

In the government-wide statement of activities, expenses are segregated by activity (governmental or business-type),
and are classified by function.

Fund Statements
The governmental fund financial statements are classified by character: current, debt service, and capital outlay.

In the proprietary fund financial statements expenses are classified by operating and nonoperating and sub-classified
by function such as salaries, supplies and contracted services.

Operating Revenues and Expenses

Operating revenues and expenses for proprietary funds are those that result from providing services and producing and
delivering goods and/or services. It also includes all revenue and expenses not related to capital and related financing,
noncapital financing or investing activities.

Other Financing Sources (Uses)

The transfers of cash between the various Township funds are budgeted but reported separately from revenues and
expenditures as operating transfers in or (out), unless they represent temporary advances that are to be repaid, in
which case, they are carried as assets and liabilities of the advancing or borrowing funds.

Interfund Activity

As a general rule, the effect of interfund activity has been eliminated from the government-wide statements.
Exceptions to this rule are: 1) activities between funds reported as governmental activities and funds reported as
business-type activities, and 2) activities between funds that are reported in different functional categories in either the
governmental or business-type activities column. Elimination of these activities would distort the direct cost and
program revenues for the functions concerned.

In the fund financial statements, transfers represent flows of assets without equivalent flows of assets in return or a
requirement for repayment.

Interfund receivables and payables have been eliminated from the statement of net position, except for the residual
amounts due between governmental and business-type activities.
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CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31,2016

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Balance - 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 the resources by grantors,
contributors, laws or regulations of other governments. Committed fund balance, if any, is reported from amounts that
can be used for specific purposes pursuant to constraints imposed by formal action by the government’s highest level
of decision making authority, the Board. A formal resolution of the Board is required to establish, modify or rescind a
fund balance commitment. The Township reports assigned fund balance for amounts that are constrained by the
government’s intent to be used for specific purposes, but are neither restricted nor committed. Unassigned fund
balance is the residual classification for the general fund.

When the Township incurs an expenditure for purposes for which various fund balance classifications can be used, it
is the Township’s policy to use restricted fund balance first, then committed fund balance, assigned fund balance, and
finally unassigned balance.

Estimates - The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from those estimates.

Encumbrances - Encumbrances are defined as commitments related to unperformed contracts for goods and services.
The Township does not record encumbrances in the normal course of operating its accounting system and none are
recorded in the accompanying financial statements.

NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

The Township follows these procedures in establishing the budgetary data reflected in the financial statements:

e Each October, the Township Supervisor prepares a proposed operating budget for the fiscal year commencing the
following January 1, and submits this proposed budget to the Township Board of trustees at the annual meeting in
January.

e The Township Board of Trustees reviews the proposed budget, which includes proposed expenditures and the
means of financing them.

o Pursuant to the statute, the proposed budget as approved by the Board of Trustees, is submitted to the Township at a
public hearing, at which time public comment is invited. The final budget is formally adopted at the next board
meeting.

e The Board of Trustees reviews the budget quarterly during the fiscal year and makes formal amendments when
appropriate.

e Budget appropriation’s lapse at the end of the fiscal year.

Budgetary amounts reported herein are as originally adopted, or as amended by the Township Board throughout the
operating year.

In accordance with the State of Michigan Budgeting and Accounting Act, the Township must adopt an annual
operating budget for the General and Special Revenue. In the body of the financial statements, the Township’s actual
expenditures and budgeted expenditures for the budgetary funds have been shown on a functional basis. Violations, if
any, for the General, Fire Protection, and Cemetery Funds are noted in the required supplementary information
section.



CHARTER TOWNSHIP OF PORTAGE

NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE C - CASH

At year-end, the Township’s cash deposits (checking, savings and certificates of deposit) were reported in the basic

financial statements in the following categories:

Governmental Enterprise Total
Activities Funds Government  Fiduciary Funds
Unrestricted Cash $ 748,692 § 215,960 § 964,652 $ -
Restricted cash 49,227 219,995 269,222 375,963

Total cash $ 797919 § 435955 § 1233874 § 375,963

NOTE D - INVESTMENTS

The cost, market value, and unrealized appreciation (depreciation) of investment securities are as follows:

December 31, 2016

December 31, 2015

Unrealized Unrealized

Appreciation Appreciation

Description Costs Fair Value  (Depreciation) Cost Fair Value  (Depreciation)

Short-term investment $ 5518 § 55186 5 - 284,336 $§ 284336 § -
Certificates of deposit - - - 50,000 50,362 362
U.S. Government and Agencies 445,845 455,593 9,749 576,117 615,673 39,556
Mutual funds/Exchange traded funds 524,512 526,644 2,132 - - -
Total Investments $1,025,543 $1,037,423 § 11,880 910,453 $ 950371 § 39,918

The following table presents information about the Township’s investments measured at fair value on a recurring
basis and the valuation techniques used by the Township to determine those fair values. The FASB ASC 820 Fair
Value Measurements establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to

measure fair value. The hierarchy consists of three broad levels: Level 1 inputs consist of unadjusted quoted prices in
active markets for identical assets and have the highest priority; Level 2 inputs consist of observable inputs other than

quoted prices for identical assets; Level 3 inputs consist of unobservable inputs and have the lowest priority. The

Township uses appropriate valuation techniques based on the available inputs to measure the fair value of its

investments.

in Active Other Significant
Markets for Observable Unobservable
Identical Assets Inputs Inputs
December 31, 2016 Fair Value (Level 1) (Level 2) (Level 3)

Fair Value Measurements at Reporting Date Using:

Quoted Prices

Significant

Short-term investment $
Certificates of deposit

U.S. Government and Agencies
Mutual funds/Exchange traded funds

Total Investments $

December 31, 2015
Short-term investment $
Certificates of deposit
U.S. Government and Agencies

Total [nvestments S

55,186 $ 55,186 -8
455,593 - 455,593
526.644 526.644 -
1,037423 $ 581,830 455593 $
284336 S 284,336 - S
50,362 - 50,362
615.673 - 615,673
950371 284,336 666,035 S




CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE D - INVESTMENTS (Continued)

Interest Rate Risk - In accordance with its investment policy, the Township will minimize interest rate risk, which is
the risk that the market value of securities in the portfolio will fall due to changes in market interest rates, by;
structuring the investment portfolio so that securities mature to meet cash requirements for ongoing operations,
thereby avoiding the need to sell securities in the open market; and, investing operating funds primarily in shorter-
term securities, liquid asset funds, money market mutual funds, or similar investment pools and limiting the average
maturity in accordance with the Township’s cash requirements.

Credit Risk - State law limits investments in commercial paper corporate bonds to a prime or better rating issued by
nationally recognized statistical rating organizations (NRSROs).

Concentration of Credit Risk - The Township will minimize concentration of credit risk, which is the risk of loss
attributed to the magnitude of the Township’s investment in a single issuer, by diversifying the investment portfolio so
that the impact of potential losses from any one type of security or issuer will be minimized.

Custodial Credit Risk - Deposits — In the case of deposits, this is the risk that in the event of a bank failure, the
Township’s deposits may not be returned to it. As of December 31, 2016, $203 of the Township’s bank balance of
$1,791,997 was exposed to custodial credit risk because it was uninsured and uncollateralized with securities held by
the pledging financial institution's trust department or agent, but not in the Township's name.

Custodial Credit Risk - Investments - For an investment, this is the risk that, in the event of the failure of the
counterparty, the Township will not be able to recover the value of its investments or collateral securities that are in
the possession of an outside party.

The Township will minimize custodial credit risk, which is the risk of loss due to the failure of the security issuer or
backer, by; limiting investments to the types of securities allowed by law; and pre-qualifying the financial institutions,
broker/dealers, intermediaries and advisors with which the Township will do business.

NOTE E - INTER-FUND RECEIVABLES AND PAYABLES/TRANSFERS

The amounts of inter-fund receivables and payables at December 31, 2016 are as follows:

Not expected to

Interfund Interfund be paid back
Fund Receivable Fund Payable within one year

General Fund $ 70,401  General Fund $ - § -
Water Funds - Water Funds 26,610 -
Sewer Funds - Sewer Funds 39,710 -
Perpetual Care Fund 5,311 Cemetery Fund 9,392 9,392
Total $ 75,712 Total $ 75,712 $ 9,392

° The tax collection fund owed the General Fund $9,277, Portage Water Fund $340, and $581 to
Portage Sewer Fund at December 31, 2016.

. Perpetual Care Fund transferred $50,000 to the Cemetery Fund.

o General Fund transferred $50 to the Liquor Law Fund.



CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE F - CAPITAL ASSETS

Capital Asset activity of the Township’s governmental activities was as follows:

Balance Balance
1/1/2016 Additions Deletions 12/31/2016
Capital assets, not being depreciated
Land § 580,954 § 3,600 § 584,554
Capital assets, being depreciated
Buildings 634,652 % - § 634,652
Equipment 132,098 - 132,098
Machinery 91,614 - 91,614
Office equipment 30,916 - 30,916
Street signs 6,569 - 6,569
Vehicles 536,529 - 536,529
Subtotal 1,432,378  § - 3 1,432,378
Accumulated depreciation
Building 351,894 % 19,114 § 371,008
Equipment 101,127 5,413 106,540
Machinery 91,224 391 91,615
Office equipment 28,589 1,164 29,753
Street signs 6,569 - 6,369
Vehicles 469,828 28,546 498,374
Subtotal 1,049,231 § 54,628 $ 1,103,859
Net capital assets being depreciated 383,147 328,519
Net capital assets $ 964,101 : 913,073

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

General government $ 24,201
Public safety 27,842
Public works 2,585

Total governmental activities $ 54,628

-



CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31,2016

NOTE F - CAPITAL ASSETS (Continued)

The property, plant, and equipment in Township business-type funds at December 31, 2016 are summarized as
follows:

SEWER FUNDS
Balance Balance
Portage Sewer 1/1/2016 Additions Deletions 12/31/2016
Capital assets, being depreciated
Buildings $ 2,611,618 § - 5 - § 2,611,618
Utility system 42,384 - - 42,384
Equipment/Vehicles/Machinery 10,462 - - 10,462
Subtotal 2,664,464 § -8 - 2,664,464
Less accumulated depreciation 1,333,589 § 70,425 § - 1,404,014
Net capital assets 3 1,330,875 $ 1,260,450
Balance Balance
Dakota Heights Sewer 1/1/2016 Additions Deletions 12/31/2016
Capital assets, being depreciated
Utility system $ 930,019 § - 8 - $ 930,019
Equipment/Vehicles/Machinery 15,855 - - 15,855
Subtotal 945,874 $ - $ - 945,874
Less accumulated depreciation 93,760 $ 24,884 § - 118,644
Net capital assets $ 852,114 $ 827,230
WATER FUNDS
Balance Balance
Portage Water 1/1/2016 Additions Deletions 12/31/2016
Capital assets, being depreciated
Buildings $ 2224491 $ - § - $ 2224491
Utility system 115,971 - - 115,971
Equipment/Vehicles/Machinery - - - -
Equipment/Vehicles/Machinery 4,537 - - 4,537
Subtotal 2,344,999 § - 8 - 2,344,999
Less accumulated depreciation 1,136,444  § 59,161 § - 1,195,605

Net capital assets $ 1,208,555 $ 1,149,394



CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE F - CAPITAL ASSETS (Continued)

Balance Balance
Dakota Heights Water 1/1/2016 Additions Deletions 12/31/2016
Capital assets, being depreciated
Utility system $ 668,918 § - 8 - § 668,918
Equipment/Vehicles/Machinery 23,063 - - 23,063
Subtotal 691,981 § - 3 - 691,981
Less accumulated depreciation 258,081 § 18,240 § - 276,321
Net capital assets $ 433,900 $ 415,600
Balance : Balance
Woodland Road Water 1/1/2016 Additions Deletions 12/31/2016
Capital assets, being depreciated
Utility system kY 133,312 § - 3 - 8 133,312
Equipment/Vehicles/Machinery 29,842 - - 29,842
Subtotal 163,154 $ - 8 - 163,154
Less accumulated depreciation 55,097 $ 5,729 $ - 60,826
Net capital assets $ 108,057 $ 102,328

NOTE G - ACCUMULATED UNPAID VACATION

Township full time employees accumulate vacation days and will be compensated upon leaving the township’s
employment. The maximum vacation accrual is thirty (30) days. Vacation days are earned on an annual basis at the
following rate, per every 160 hours worked:

Years of Employment Vacation Days
One year 172
Two through seven 1
Eight through ten 11/4
Eleven or more 1172

Accumulated unpaid vacation at December 31, 2016 was $5,140.

NOTE H - BOND PAYMENT AND RESERVE REQUIREMENTS - PROPRIETARY FUNDS

PORTAGE SEWER DISPOSAL SYSTEM REVENUE BONDS, SERIES 2010

Bond and Interest Redemption Account - The Township is required to set aside each quarter on or after July 1, an

amount not less than ¥ of the amount of interest due on the next two interest payments and next principal payment
date.

Bond Reserve Account - The Township is required to deposit $362.50 per quarter into a bond reserve account until an
amount of $14,500 is accumulated, to be used for payment on the bonds in the event of default.

Repair. Replacement. and Improvement Account - The Township is required to deposit into a repair, replacement, and
improvement account (RRI) at least $1,362.50 per quarter, less the amount, if any, deposited in the Bond Reserve
Account.




CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE H - BOND PAYMENT AND RESERVE REQUIREMENTS - PROPRIETARY FUNDS (Continued)
DAKOTA HEIGHTS SEWAGE DISPOSAL SYSTEM REVENUE BOND, SERIES 2011
Bond and Interest Redemption Account - The Township is required to set aside each quarter on or after July 1, 2011

an amount not less than ¥ of the amount of interest due on the next interest payment and Y of the amount of principal
due on the next principal payment date.

Bond Reserve Account - The Township is required to deposit $275 per quarter, commencing October 1, 2011, into a
bond reserve account to be used for payment on the bonds in the event of default.

Repair. Replacement. and Improvement Account - The Township is required to deposit into a repair, replacement, and
improvement account (RRI) at least $775 per quarter, less the amount, if any, deposited in the Bond Interest
Redemption and Reserve Accounts.

PORTAGE WATER - 2008 WATER SUPPLY AND DISTRIBUTION SYSTEM JUNIOR LIEN REVENUE BOND
Bond and Interest Redemption Account -The Township is required to set aside each quarter on or after April 1, an

amount not less than % of the amount of interest due on the next interest payment and % the amount of principal due
on the next principal payment date.

Bond Reserve Account - The Township is required to establish a bond reserve account to be used for payment on the
bonds in the event of default.

Repair, Replacement. and Improvement Account -The Township is required to deposit into a repair, replacement, and
improvement account (RRI) at least $1,725 per quarter, less the amount, if any, deposited in the Bond Reserve
Account.

DAKOTA HEIGHTS WATER SUPPLY SYSTEM REVENUE BONDS, SERIES 2000

Bond and Interest Redemption Account - The Township is required to set aside each quarter on or after April 1, an
amount not less than ¥ of the amount of interest due on the next interest payment and % of the amount of principal
due on the next principal payment date.

Bond Reserve Account - The Township is required to deposit $275 per quarter into a bond reserve account to be used
for
payment on the bonds in the event of default.

Repair. Replacement, and Improvement Account - The Township is required to deposit into a repair, replacement, and
improvement account (RRI) at least $2,100 per quarter, less the amount, if any, deposited in the Bond Reserve
Account.

a2
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CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE H - BOND PAYMENT AND RESERVE REQUIREMENTS - PROPRIETARY FUNDS (Continued)

At December 31, 2016, the Township had established these accounts and had restricted cash, as required, as follows:

Amount
Required Funded
Portage Sewer Fund
Bond Reserve $ 7975 §$ 10,787
Repair and Replacement 22,000 27,000
Bond and Interest 7,276 10,914

5 37251 § 48,701

Dakota Heights Sewer Fund ‘
Bond Reserve $ 6,875 § 5,775

Repair and Replacement 12,500 12,100
Bond and Interest 5,149 5,250

$ 24,524 % 23,125

Portage Water Fund

Bond Reserve $ 33,763 § 34,799
Repair and Replacement 27,718 28,260
Bond and Interest 17,891 17,893

$ 79371 § 80,952

Dakota Heights Water Fund

Bond Reserve $ 11,000 $§ 11,000
Repair and Replacement 24,175 50,567
Bond and Interest 2,688 5,650

537863 § 67217

NOTE 1 - LONG TERM DEBT
PORTAGE WATER FUND

2007 Water Supply and Distribution System Junior Lien Revenue Bond was issued on August 16, 2007 in the amount
of $700,000 for the purpose of acquiring and constructing additions and improvements to the Township Water
distribution system.

The bonds are self-liquidating and are not general obligations of the Township, but are payable both as to principal
and interest solely from the revenues of the Water Supply and Distribution System. The bonds bear an interest rate not
to exceed 4.125% per annum. The payment schedule for the bonds is as follows:



CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE I- LONG TERM DEBT (Continued)

PORTAGE WATER FUND (Continued)

Januvary ! July 1
Year Interest Interest Principal Total
2017 12,891 12,891 10,000 35,782
2018 12,684 12,684 11,000 36,368
2019 12,458 12,458 11,000 35,916
2020 12,231 12,231 12,000 36,462
2021 11,983 11,983 12,000 35,966
2022 11,736 11,736 13,000 36,472
2023-2027 54,512 54,512 71,000 180,024
2028-2032 46,571 46,571 87,000 180,142
2033-2037 36,830 36,836 106,000 179,672
2038-2042 24,956 24,956 130,000 179,912
2043-2047 10,395 10,395 162,000 182,790
Totals $ 247253 § 247,253  § 625,000 § 1,119,506

DAKOTA HEIGHTS WATER FUND - Water Supply System Revenue Bonds, Series 2000 were issued on September
12,2000 in the amount of $196,000 for the purpose of acquiring and constructing additions and improvements to the
Township water distribution system. The bonds are self-liquidating and are not general obligations of the Township,
but are payable both as to principal and interest solely from the revenues of the water supply and distribution system.
The bonds bear an interest rate not to exceed 4.50% per annum. The payment schedule for the bonds is as follows:

February 1 August |
Year Interest Interest Principal Total
2017 3,375 3,375 4,000 10,750
2018 3,285 3,285 4,000 10,570
2019 3,195 3,195 4,000 10,390
2020 3,105 3,105 4,000 10,210
2021 3,015 3,015 4,000 10,030
2022 2,925 2,925 4,000 9,850
2023-2027 13,050 13,050 26,000 52,100
2028-2032 9,878 9,878 32,000 51,756
2033-2037 5,940 5,940 40,000 51,880
2038-2040 1,283 1,283 28.000 30,566

Totals 3 49,051 § 49,051 § 150,000 $ 248.102




CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE I - LONG TERM DEBT (Continued)

PORTAGE SEWER FUND - Sewage Disposal System (Dodgeville/Hurontown) Revenue Bonds were issued on June
14, 2010 in the amount of $341,000 for the purpose of acquiring, constructing, and installing major improvements to
the Township sewer disposal system. The bonds are self-liquidating and are not general obligations of the Township,
but are payable both as to principal and interest solely from the revenues of the sewer disposal system. The bonds bear
an interest rate not to exceed 2.75 percent per annum. The payment schedule for the bonds is as follows:

January 1 July 1
Year Interest Interest Principal Total
2017 4,276 4,276 6,000 14,552
2018 4,194 4,194 6,000 14,388
2019 4,111 4,111 6,000 14,222
2020 4,029 4,029 6,000 14,058
2021 3,946 3,946 6,000 13,892
2022 3,864 3,864 6,000 13,728
2023-2027 17,944 17,944 35,000 70,888
2028-2032 15,400 15,400 40,000 70,800
2033-2037 12,513 12,513 46,000 71,026
2038-2042 9,200 9,200 52,000 70,400
2043-2047 5417 5,417 60,000 70,834
2048-2050 1,197 1,197 42,000 44,394
Totals $ 86,091 § 86,091 § 311,000 § 483,182

DAKOTA HEIGHTS SEWER FUND — The Dakota Heights Sewage Disposal System Revenue Bonds were issued on
July 19, 2010 in the amount of $249,000 for the purpose of acquiring, constructing, and installing major
improvements to the Township sewage disposal system. The bonds are self-liquidating and are not general obligations
of the Township, but are payable both as to principal and interest solely from the revenues of the sewer disposal
system. The bonds bear an interest rate of 2.75 percent per annum. The payment schedule for the bonds is as follows:

January 1 July 1
Year Interest Interest Principal Total
2017 3,204 3,204 4,000 10,408
2018 3,149 3,149 4,000 10,298
2019 3,094 3,094 4,000 10,188
2020 3,039 3,039 4,000 10,078
2021 2,984 2,984 5,000 10,968
2022 2,915 2915 5,000 10,830
2023-2027 13,544 13,544 25,000 52,088
2028-2032 11,743 11,743 29,000 52,486
2033-2037 9,653 9,653 33,000 52,306
2038-2042 7.248 7.248 38,000 52,496
2043-2047 4,498 4,498 43,000 51,996
2048-2050 1,362 1,362 39,000 41,724

Totals S 66433 § 66,433 § 233,000 § 365.866
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CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2616

NOTE 1- LONG TERM DEBT (Continued)

Long-term liabilities activity, as reported in and liquidated through the each of the following funds for the fiscal year
ended December 31, 2016, was as follows:

Balance Balance Current

1/172016 Increase Decrease 12/31/2016 Portion
Enterprise
Portage Water Supply Bond 2007 $ 635,000 $ - 5 10,000 § 625,000 § 10,000
Portage Water Supply Bond 2005 35,000 - 35,000 - -
Portage Sewer 2010 Bond 316,000 - 5,000 311,000 6,000
Dakota Heights Sewer 2011 Bond 237,000 - 4,000 233,000 4,000
Dakota Heights Water 2000 Bond 153,000 - 3,000 150,000 4,000
Sub-total 1,376,000 - 57,000 1,319,000 24,000
Accrued compensated absences 5,731 - 591 5,140 -
Totals $ 1,381,731 § - 8 57,591 § 1,324,140 § 24.000

SUMMARY SCHEDULE OF LONG-TERM DEBT

Year Interest Principal Total
2017 47,492 24,000 71,492
2018 46,624 25,000 71,624
2019 45,716 25,000 70,716
2020 44,808 26,000 70,808
2021 43,856 27,000 70,856
2022 42,880 28,000 70,880
2023-2027 198,100 157,000 355,100
2028-2032 167,184 188,000 355,184
2033-2037 129,884 225,000 354,884
2038-2042 85,374 248,000 333,374
2043-2047 40,620 265,000 305,620
2048-2050 5,118 81,000 86,118
Totals $ 897,656 & 1319000 $ 2216,656

NOTE J - DEFINED CONTRIBUTION PLAN

The Township has a Defined Contribution Pension Plan for Michigan Township Employees and provides pension
benetits for all of its eligible employees through this plan managed by Burnham & Flower Insurance Group. In a
defined contribution plan, benefits depend solely on amounts contributed to the plan plus investment earnings. Full-
time and seasonal employees are eligible to participate from their date of employment. The Township policy requires
that the Township contribute an amount equal to 5% of the employee's compensation. No contribution is required by
any employee, although an employee may contribute. Township contributions for each employee and allocated to the
employee's account are fully vested. Any amount contributed voluntarily by the employee under the plan, plus any
earnings, are fully vested at the time of the contribution or crediting of investment earnings. The Township's
contributions were calculated using the eligible wage amount of $217,850. The Township made the required 5%
contribution amounting to $10,893.



CHARTER TOWNSHIP OF PORTAGE
NOTES TO FINANCIAL STATEMENTS - December 31, 2016

NOTE K - SEGMENT INFORMATION FOR ENTERPRISE FUNDS

The Township maintains five Enterprise Funds which provide water and sewer services. Segment information for the
vear ended December 31, 2016 is as follows:

Dakota Dakota Woodland

Portage Heights Portage Heights Road

Sewer Sewer Water Water Water
Operating revenues 5 184,353 § 35,354 § 169,495 § 22595 § 37,846
Depreciation $ 70,426 $ 24885 $ 59,162 § 18,240 $ 5,730
Operating income (loss) $ (28,754) § (8,946) § 30,462 § (5,548) $ 5,283
Non-operating revenues (expenses)  § (7,505) $ (5,925) $ (27,596) § (6,806) $ 898
Net income (loss) $ (36,259) $ (14,871) § 2,866 $ (12,354) § 6,181
Net working capital (deficit) $ 6,710 § (7,418) § 11,101 § 3,847 $ 162,371
Total Assets $ 1,361,727 $ 856,193 § 1,281,200 $§ 491,051 § 266,536
Total Equity $ 1,010,861 $§ 613937 $§ 626,447 § 340,724 $ 264,699

NOTE L - CONTINGENT LIABILITY

The Township has received financial assistance from federal and state agencies. The disbursement of funds received
under these programs generally requires compliance with terms and conditions specified in the grant agreement and
are subject to audit by the grantor agency. Any disallowed claims resulting from such audits could become a liability
of the applicable fund of the Township. However, in the opinion of management, any such disallowed claims will not
have a material effect on any of the financial statements or on the overall financial position of the Township at
December 31, 2016.

NOTE M - RISK MANAGEMENT

The Township is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors
and

omissions; injuries to employees; and natural disasters. The Township continues to carry commercial insurance for
property, liability, wrongful acts, crime inland marine, and other risks of loss including worker’s compensation and
accident insurance. Settled claims resulting from these risks have not exceeded commercial insurance coverage in any
of the past three calendar years.

NOTE N - SUBSEQUENT EVENTS

Management evaluates events occurring subsequent to the date of the financial statements in determining the
accounting for and disclosure of transactions and events that affect the financial statements. Subsequent events have
been evaluated through the date of the accompanying independent auditor’s report, which is the date the financial
statements were available to be issued.
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REQUIRED SUPPLEMENTARY INFORMATION



Revenues

Local sources

State and federal sources
Total revenues

Expenditures
Assessor
Supervisor
Clerk
Treasurer
Zoning and planning
General services
Township board
Town hall
Other activities
Recreation
Motor vehicle pool
Constable
Elections
Maintenance building
Roads and repairs

Total expenditures

Excess (deficiency) of revenues over
expenditures

Other financing sources (uses)
Transfer

Net change in fund balance
Fund balances - Beginning of year

Fund balances - End of year

CHARTER TOWNSHIP OF PORTAGE

GENERAL FUND

BUDGETARY COMPARISON SCHEDULE

Year Ended December 31, 2016

Variance
Budgeted Amounts Final to
Original Final Actual Actual
§ 226971 § 239241 § 229218 §  (10,023)
256,000 256,000 245,829 (10,171)
482,971 495,241 475,047 (20,194)
34,650 36,450 35,626 824
21,050 21,050 20,527 523
28,750 31,250 27,757 3,493
30,300 30,300 29,099 1,201
3,300 4,280 4,257 23
27,100 39,600 38,505 1,095
8,400 9,300 9,070 230
9,750 20,070 18,329 1,741
112,550 134,250 128,992 5,258
25,900 20,400 18,450 1,950
14,850 14,850 12,372 2,478
3,250 3,250 3,135 115
14,000 20,800 19,537 1,263
40,400 42,200 41,566 634
- 2,715 2,480 235
374,250 430,765 409,702 21,063
108,721 64,476 65,345 869
- - (50) (50)
$ 108721 § 64,476 65,295 § 819
434,110
$ 499405



CHARTER TOWNSHIP OF PORTAGE
FIRE PROTECTION FUND
BUDGETARY COMPARISON SCHEDULE
Year Ended December 31, 2016

Variance
Budgeted Amounts Final to
Original Final Actual Actual
Revenues
Local sources $ 96,430 $ 96,450 § 92474 § (3,976)
Expenditures
Hurontown Fire Department 26,800 36,800 32,679 4,121
Otter Lake Fire Department 16,800 18,800 18.822 (22)
Total expenditures 43,600 55,600 51,501 4,099
Excess (deficiency) of revenues over
expenditures $ 52,850 $ 40,850 40,973 % 123

Fund balances - Beginning of year 221,431

Fund balances - End of year $ 262,404



Revenues
Local sources

Expenditures
Operating expenses

Excess (deficiency) of revenues over
expenditures

Other financing sources (uses)
Transfer from perpetual care

Net change in fund balance
Fund balances - Beginning of year

Fund balances - End of year

CHARTER TOWNSHIP OF PORTAGE
CEMETERY FUND
BUDGETARY COMPARISON SCHEDULE

Year Ended December 31, 2016

Variance
Budgeted Amounts Final to
Qriginal Final Actual Actual
5 23,750 § 27,295 § 27,295 § -
63,850 67,675 64,361 3,314
(40,100) (40,380) (37,066) 3,314
30,000 50,000 50,000 -
$ (10,100) § 9,620 12,934 § 3,314
(3,772
$ 9,162
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CHARTER TOWNSHIP OF PORTAGE

GENERAL FUND

DETAILED STATEMENT OF EXPENDITURES

Year Ended December 31, 2016

Expenditures
Assessor

Salaries

Fringe benefits

Supplies

Repairs and maintenance
Total Assessor

Supervisor
Salaries
Supplies
Travel

Total supervisor

Clerk
Salaries
Supplies
Equipment
Conferences/workshops
Total clerk

Treasurer
Salaries
Supplies
Tax supplies
Equipment

Total treasurer

Zoning and Planning
Salaries
Supplies
Travel expenses

Total zoning and planning

General Services
Professional services
Supplies
Tower Rent and expenses
Miscellaneous

Total zoning and planning

$ 31,500
1,354
2,721

51
35,626

20,225
89

213
20,527

N W
~3 o

1,538

27,757

26,470
26

2,551

52

29,099

3,830
186
241

4257

31,272
115
1,655
5,463
38,505



CHARTER TOWNSHIP OF PORTAGE

GENERAL FUND

DETAILED STATEMENT OF EXPENDITURES (CONTINUED)

For the Year Ended December 31, 2016

Township Board
Salaries
Supplies
Contributions
Conferences/workshops
Miscellaneous

Total township board

Town Hall

Salaries

Supplies

Utilities

Repairs and maintenance
Total town hall

Other Activities
Salaries
Payroll taxes
Employee benefits
Printing and publishing
Insurance
Board of review
Street lights
Miscellaneous

Total other activities

Recreation

Salaries

Supplies

Utilities

Repairs and maintenarnce
Total recreation

Motor vehicle pool
Salaries
Supplies
Repairs and maintenance
Fuel

Total recreation

Constable
Salaries
Insurance

Total constable

7.470
88
600
856
56
9.070

5,695
2,863
7,594
2,177
18,329

13,605
19,310
41,990
1,950
30,541
1,113
19,739
744

128992

11,810
419
2,447
3,774
18,450

3,263
177
1,330
7,602
12,372
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CHARTER TOWNSHIP OF PORTAGE

GENERAL FUND

DETAILED STATEMENT OF EXPENDITURES (CONTINUED)

For the Year Ended December 31,2016

Elections
Salaries
Supplies
Printing and publishing
Travel
Total elections

Roads and Streets
Salaries
Supplies
Signs
Paving

Total elections

Maintenance building
Salaries
Supplies
Utilities
Repairs and maintenance
Capital outlay
Miscellaneous

Total maintenance building

Total expenditures

$

12,570
5,296
348
1,323
19.537

617
408
12
1,443
2,480

26,674
6,943
3,829

900
2,325
895

41,566

409,702



Assets
Cash and cash equivalents
Prepaids

Total assets

Liabilities
Accounts payable
Accrued expenses
Due to other funds
Deferred Revenue
Total liabilities

Fund balance
Restricted
Total fund balance

Total liabilities and fund balances

CHARTER TOWNSHIP OF PORTAGE

SPECIAL REVENUE FUNDS
COMBINING BALANCE SHEET
December 31, 2016

Fire Cemetery Liquor
Protection Operating Law

Fund Fund Fund Total
$ 298562 § 16,468 $ 36 § 315,066
1,454 2,181 36 3,671
$§ 300,016 S 18,649 § 72§ 318,737
$ 977 § - 8 - 8§ 977
- 95 - 95
- 9.392 - 9,392
36,635 - - 36,635
37,612 9,487 - 47,099
262,404 9,162 72 271,638
262,404 9,162 72 271,638
$ 300,016 § 18,649 § 72§ 318,737




CHARTER TOWNSHIP OF PORTAGE
SPECIAL REVENUE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES
Year Ended December 31,2016

Fire Cemetery Liquor
Protection Operating Law
Fund Fund Fund Total
Revenues

Taxes $ 92,028 $ - 5 - § 92,028

Commercial Forest - - 2,099 2,099

State Revenue - 23,795 - 23,795

Interest 446 - - 446

Other income - 3,500 - 3,500
Total revenues 92,474 27,295 2.099 121,868
Expenditures

Salaries 6,055 42,135 1,944 50,134

Payroll taxes 239 4,430 149 4,818

Employee benefits - 4,533 - 4,533

Contract labor 602 800 1,402

Supplies 3,454 1,584 - 5,038

Utilities 8,723 2,755 - 11,478

Insurance 10,497 4,652 83 15,232

Professional services - 229 - 229

Education 1,465 - - 1,465

Printing and publishing - 119 119

Repairs and maintenance 13,034 2,258 - 15,292

Fuel 799 866 - 1,665

Interest - - - -

Principal payments - - - -

Capital outlay 2.360 - - 2,360

Miscellaneous 4273 - - 4,273
Total expenditures 51,501 64,361 2,176 118,038
Excess (deficiency) of revenues over

expenditures 40,973 (37,066) (77) 3,830
Other financing sources (uses)

Operating transfers in/out - 50,000 50 50,050
Total other financing sources (uses) - 50,000 (50) 50,050
Net change in fund balance 40,973 12,934 7 53,880
Fund balance - Beginning of year 221,431 (3,772) 99 217,758
Fund balance - End of year $ 262404 § 9162 % 72 % 271,638
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RUKKILA | NEGRO
AND ASSOCIATES

Certified Public Accountants, PC
310 Shelden Avenue, Houghton, Michigan 49931
906.482.6601 906.482.9046 fax www.rukkilanegro.com

COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE

Members of the Township Board
Charter Township of Portage
Houghton, 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 Charter Township of Portage for the year ended December 31,
2016. Professional standards require that we provide you with information about our responsibilities under generally
accepted auditing standards and, Government 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 December 6, 2016.
Professional standards also require that we communicate to you the following information related to our audit.

Sienificant Audit Findings

Qualitative Aspects of Accounting Praclices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by Charter Township of Portage are described in Note A to the financial statements. No new accounting
policies were adopted and the application of existing policies was not changed during the year ended December 31,
2016. We noted no transactions entered into by the Charter Township of Portage 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 Charter Township of Portage’s financial statements is current depreciation.

Management’s estimate of the useful lives of fixed assets, used to calculate depreciation, is based on the estimated
useful lives of certain classes of assets. We evaluated the key factors and assumptions used to develop the useful lives
in determining that it is reasonable in relation to the financial statements taken as a whole.

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 trivial, and communicate them to the appropriate level of management. Management has corrected
all such misstatements. In addition, none of the misstatements detected as a result of audit procedures and corrected by
management were material, either individually or in the aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management is 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 July 13, 2017.

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 Charter Township of Portage'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 Charter Township of Portage'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 the budgetary comparison schedules and pension requirements 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 responses 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 RSI.

We were engaged to report on the supplemental financial information, which accompany the financial statements but
are not RSL. With respect to this supplementary information, we made certain inquiries of management and evaluated
the form, content, and methods of preparing the information to determine that the information complies with
accounting principles generally accepted in the United States of America, the method of preparing it has not changed
from the prior period, and the information is appropriate and complete in relation to our audit of the financial
statements. We compared and reconciled the supplementary information to the underlying accounting records used to
prepare the financial statements or to the financial statements themselves.



Restriction on Use

This information is intended solely for the use of the Charter Township of Portage board and management and is not
intended to be and should not be used for anyone other than these specified parties.

It has been a pleasure to provide audit services to the Charter Township of Portage. Management was prepared for the
audit, providing us with all supporting documents requested. Management was friendly, conscientious and very
helpful.

We appreciate your business, thank you.
Buktita, Negra & Associates.

Centified Pablic #cconntants, PL
July 13,2017
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CHARTER TOWNSHIP OF PORTAGE
COMMENTS AND RECOMMENDATIONS

During our audit we became aware of opportunities for strengthening internal controls and operating efficiencies. The
following items summarize our comments and suggestions regarding those matters.

We will review the status of these comments during our next audit engagement. We have already discussed these
comments and suggestions with various personnel, and we will be pleased to discuss them in further detail at your
convenience, to perform any additional study of these matters, or to assist you in implementing the recommendations.

2016-001 ENTERPRISE FUNDS

Enterprise Funds are used to report an activity for which a fee is charged to external users for goods or services. Laws
or regulations require that the activity's costs of providing services, including capital costs (such as depreciation or
debt service), be recovered with fees and charges, rather than with taxes or similar revenues.

The Township's fees and charges are not recovering the costs for all Enterprise Funds. We recommend that the
Township review revenues and expenses of these funds and adjust their pricing policies/rates to recover the costs
accordingly so operations of these funds are recovering, at a minimum, their costs of operations.



