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 INDEPENDENT AUDITORS' REPORT 
 
November 30, 2016 
 
 
To the Board of Trustees 
Sharon Township 
18010 Pleasant Lake Road 
Manchester, MI  48158 
 
 
Report on Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Sharon Township, Michigan, as of and for the year ended June 30, 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 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.    
 



 

 

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 Sharon 
Township, Michigan, as of June 30, 2016, and the respective changes in financial position and, where applicable, cash 
flows 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 on pages 7 through 10 and 33 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. 
 
 
 

 
PFEFFER, HANNIFORD & PALKA 
Certified Public Accountants 
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Management Discussion and Analysis 
June 30, 2016 

 
 

Within this section of Sharon Township’s annual financial report, the Township’s management is providing a 
narrative discussion and analysis of the financial activities of the Township for the fiscal year ended June 30, 
2016.  This narrative discusses and analyzes the activity within the context of the accompanying financial 
statements and disclosures following this section.  The discussion focuses on the Township’s primary 
government and, unless otherwise noted, component units reported separately from the primary government 
are not included. 
 
Overview of the Financial Statements 
 

Management’s Discussion and Analysis introduces the Township’s basic financial statements.  The basic 
financial statements include government-wide financial statements, fund financial statements, and notes to 
the financial statements.  The Township also includes in this report additional information to supplement the 
basic financial statements. 
 
Government-wide Financial Statements 
 
The Township’s annual reports include two government-wide financial statements.  These statements provide 
both long-term and short-term information about the Township’s overall status.  Financial reporting at this 
level uses a perspective similar to that found in the private sector with its basis in full accrual accounting and 
elimination or reclassification of internal activities. 
 
The first of these government-wide statements is the Statement of Net Position.  This is the Township-wide 
statement of position presenting information that includes all the Township’s assets, liabilities, deferred 
inflows and deferred outflows 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 as a whole is 
improving or deteriorating.  Evaluation of the overall health of the Township may extend to various non-
financial factors as well. 
 
The second government-wide statement is the Statement of Activities which reports how the Township’s net 
position changed during the current fiscal year.  The design of this statement is to show the financial reliance 
of the Township’s distinct activities or functions on the revenues generated by the Township. 
 
Both government-wide financial statements distinguish governmental activities of the Township that are 
principally supported by taxes and revenue sharing from the business-type activities that are intended to 
recover all or a significant portion of their costs through user fees and charges. Governmental activities include 
such activities as general government, public safety, and planning and zoning departments.   Fiduciary activities 
such as tax collection are not included in the government-wide statements since these assets are not available 
to fund Township programs. 
 
Fund Financial Statements 
 
A fund is an accountability unit used to maintain control over resources segregated for specific activities or 
objectives.  The Township uses funds to ensure and demonstrate compliance with finance-related laws and 
regulations.  Within the basic financial statements, fund financial statements focus on the Township’s most 
significant funds rather than the Township as a whole.  Major funds are separately reported while all others are 
combined into a single, aggregated presentation. 
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The Township has two kinds of funds: 
 

Governmental funds are reported in the financial statements and encompass essentially the same functions as 
governmental activities in the government-wide financial statements except with a different focus on the 
financial activity.  These statements report short-term fiscal accountability focusing on the use of available 
resources and balances of these resources available at the end of the year.  They are useful in evaluating annual 
financing requirements of governmental programs and the commitment of spendable resources for the near-
term.  Since the focus of the government-wide financial statements includes a long-term view, a reconciliation of 
these fund balances has been completed to detail it’s relation to net position. 
 

Fiduciary funds are reported in the fiduciary fund financial statements, but are excluded from the government-
wide statements.  Fiduciary fund financial statements report resources that are not available to fund Township 
activities.   
 

Notes to the financial statements 
 

The accompanying notes to the financial statements provide information essential to a full understanding of both 
the government-wide and fund financial statements. 
 

Other information 
 

In addition to the basic financial statements and accompanying notes, this report also presents certain required 
supplementary information.  Other supplementary information includes detail by fund for receivables, payables, 
transfers, and payments within the reporting entity.  
 

Major funds are reported in the basic financial statements as discussed. 
 

Financial Analysis of the Township as a Whole Under GASB 34 Accounting Principles 
 
The Township’s net position at the end of the fiscal year was $1,279,395.  This is a $214,912 increase over June 
30, 2014 net position of $1,064,483.  The increase was due to a decrease in public works expenditures and an 
increase in capital assets. 
 
The Township has an audit conducted every two years, thus the following tables provide comparisons between 
every other year. 
 

The following tables provide a summary of the Township’s financial activities and changes in net position: 
 

Summary of Net Position 

Increase
6/30/2016 6/30/2014 (Decrease)

Current and other assets 692,696$           638,505$           54,191$             
Capital assets 1,267,439 1,124,111 143,328

Total assets 1,960,135 1,762,616 197,519

Other liabilities 165,740 88,133 77,607
Long term liabilities 515,000 610,000 (95,000)

Total liabilities 680,740 698,133 (17,393)

Net position:
Invested in capital assets, net of related debt 1,267,439 1,124,111 143,328
Restricted 40,678 29,718 10,960
Unrestricted (28,722) 89,346 (118,068)

Total net position 1,279,395$       1,064,483$       214,912$           

Governmental Activities
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Summary of Changes in Net Position 
 

Year Ending Year Ending Increase

6/30/2016 6/30/2014 (Decrease)

REVENUES

Program revenues

  Charges for services 5,181$               30,032$             (24,851)$            

Capital grants and contributions 16,875 (16,875)

General revenues

  State shared revenues 132,221 130,301 1,920

  Property taxes 238,680 199,474 39,206

  Other 12,389 8,517 3,872

Total revenues 388,471 385,199 3,272

EXPENSES

General government 169,883 138,796 31,087

Fire protection 64,555 46,218 18,337

Public works 26,138 16,048 10,090

Interest on long term debt 28,836 30,785 (1,949)

Total expenses 289,412 231,847 57,565

CHANGES IN NET POSITION 99,059 153,352 (54,293)

BEGINNING NET POSITION 1,180,336 911,131 269,205

ENDING NET POSITION 1,279,395$        1,064,483$        214,912$           

Governmental Activities

 
 
Financial Analysis of the Township’s Major Funds 
 

Sharon Township reported two major funds for the year ended June 30, 2016.  These funds included: 
 

 General Fund 

 Debt Service Fund 
 
The General Fund increased its fund balance $51,620 primarily due to an increase in tax revenue and State shared 
revenue. 
 

The Debt Service Fund increased its fund balance by $7,078 due to the tax revenue being higher than expected with 
increased taxable values. 
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General Fund Budgetary Highlights 
 
The Township approved a budget prior to the start of the fiscal year, and made two small amendments during the 
year.   
 
Capital Asset and Debt Administration 
 
Capital assets - The Township had no capital asset acquisitions during the year ending June 30, 2016.  However, the 
Township did complete the renovations of the Township hall in the year ending June 30, 2015 with costs 
approximating $181,000. 
 
Long-Term Debt - The Township paid $45,000 principal on debt for each of the last two years owed which brings the 
debt outstanding balance to $565,000. 
 
Economic Conditions and Future Activities 
 
As in other townships, the economy has significantly slowed the building and growth activities in Sharon Township.  
The taxable property value for the Township has begun to stabilize after several years of decline.   
 
Contacting the Township’s Financial Management 
 
This report is designed to provide a general overview of the Township’s financial position and comply with finance-
related regulations.  If you have any further questions about this report or request additional information please 
contact Sharon Township at 18010 Pleasant Lake Road, Manchester, MI  48158. 
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SHARON TOWNSHIP 
 

STATEMENT OF NET POSITION 
JUNE 30, 2016 

 
 
 

 

Governmental

Activities

ASSETS

Cash 634,762$        

Receivables

Taxes 10,438

Accounts 1,966

State shared revenues 43,911

Prepaid expenses 1,619

Capital assets

Non-depreciable 1,092,966

Depreciable 174,473

Total assets 1,960,135

LIABILITIES

Accounts payable 44,836

Escrow deposits 67,158

Accrued wages 3,746

Long-term obligations:

Due within one year 50,000

Due in more than one year 515,000

Total liabilities 680,740

NET POSITION

Invested in capital assets, net of related debt 1,267,439

Restricted 40,678

Unrestricted (28,722)

Total net position 1,279,395$    

 
 
 
 
 
 
 
 
The notes to the financial statements are an integral part of this statement. 
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SHARON TOWNSHIP 
 

STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2016 

 
 
 

Net (expenses)

Revenue and Change

in Net Position

Charges for

Functions/Programs Expenses Service Total

GOVERNMENTAL ACTIVITIES

General government (169,883)$             5,181$                   (164,702)$                      

Fire protection (64,555) (64,555)

Public works (26,138) (26,138)

Interest on long term debt (28,836) (28,836)

Total governmental activities (289,412)$             5,181$                   (284,231)

238,680

132,221

Interest income - cash and investments 240

12,149

Total general revenues 383,290

Change in net position 99,059

Net position, July 1, 2015 1,180,336

Net position, June 30, 2016 1,279,395$                    

Revenues

  Program    

General revenues

Property taxes

State shared revenues

Other income

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The notes to the financial statements are an integral part of this statement.
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SHARON TOWNSHIP 
 

BALANCE SHEET 
GOVERNMENTAL FUNDS 

JUNE 30, 2016 
 
 
 

Debt

General Service Total

 

ASSETS

Cash 598,140$        36,622$          634,762$        

Receivables

Taxes 6,333 4,105 10,438

State shared revenues 43,911 43,911

Due from other funds 1,966 1,966

Prepaid expenses 1,619 1,619

 
Total assets 651,969$        40,727$          692,696$        

 

LIABILITIES

Accounts payable 44,787$          $                      44,787$          

Escrow deposits 67,158            67,158            

Payroll liabilities 3,746               3,746               

Due to other funds 49 49

Total liabilities 115,691 49 115,740

FUND BALANCES

  Restricted for:

Debt service 40,678 40,678

  Committed for:  

Capital improvement 20,000 20,000

  Unassigned 516,278 516,278

Total fund balances 536,278 40,678 576,956

Total liabilities and fund balances 651,969$        40,727$          692,696$        

 
 
 
 
 
 
 
The notes to the financial statements are an integral part of this statement. 
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SHARON TOWNSHIP 
 

RECONCILIATION OF THE GOVERNMENTAL BALANCE SHEET TO THE GOVERNMENTAL  
ACTIVITIES OF NET POSITION 

JUNE 30, 2016 
 
 
 

Total fund balance per balance sheet 576,956$        

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.

Cost of capital assets 1,329,512$    

Depreciation (62,073)

Capital assets net of depreciation 1,267,439

Some liabilities are not due and payable in the current period

  and therefore are not reported in the funds.  These include:

Bonds payable (565,000)

Net position of governmental activities 1,279,395$    

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The notes to the financial statements are an integral part of this statement. 
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SHARON TOWNSHIP 
 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE 
GOVERNMENTAL FUNDS 

FOR THE YEAR ENDED JUNE 30, 2016 
 
 
 

General Debt Service Total

REVENUES

Taxes 157,768$        80,912$          238,680$        

Licenses and permits 9,717 9,717

State shared revenues 132,221 132,221

Metro fee 2,205 2,205

Charges for services 5,181 5,181

Interest 240 240

Miscellaneous 225 2 227

Total revenues 307,557 80,914 388,471

EXPENDITURES

Current:

General government 165,244 165,244

Public safety 64,555 64,555

Public works 26,138 26,138

Debt service

Principal 45,000 45,000

Interest 28,836 28,836

Total expenditures 255,937 73,836 329,773

Net changes in fund balances 51,620 7,078 58,698

FUND BALANCE, JULY 1, 2015 484,658 33,600 518,258

FUND BALANCE, JUNE 30, 2016 536,278$        40,678$          576,956$        

 

 
 
 
 
 
 
 
 
 
 
 
 
The notes to the financial statements are an integral part of this statement.  
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SHARON TOWNSHIP 
 

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES 
IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2016 
 
 
 

Net change in fund balances - governmental funds 58,698$            

Amounts reported for governmental activities in the statement

of activities are different because:

Governmental funds report capital outlay as expenditures.

  However, in the Statement of Activities the cost of those

  assets is allocated over their useful lives as depreciation

  expense.  The amount by which depreciation exceeded

  capital outlay is as follows:

      Depreciation expense (4,639)

Repayment of long-term debt is an expenditure in the

  governmental funds, but the repayment reduces long-term

  liabilities in the Statement of Net Position:

      Repayment of bonds payable 45,000

Change in net position of governmental activities 99,059$            

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The notes to the financial statements are an integral part of this statement. 
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SHARON TOWNSHIP 
 

STATEMENT OF ASSETS AND LIABILITIES 
FIDUCIARY FUNDS 

JUNE 30, 2016 
 
 
 

Current Tax

ASSETS

  Cash 2,033$            

LIABILITIES

  Due to others 116$                

  Due to other funds 1,917               

Total liabilities 2,033$            

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The notes to the financial statements are an integral part of this statement. 
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SHARON TOWNSHIP 
 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2016 

 
 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The accounting policies of Sharon Township conform to generally accepted accounting principles as applicable to 
governmental units.  The following is a summary of the more significant policies: 
 

A.  BASIC FINANCIAL STATEMENTS 
 

In accordance with the current accounting standards, the basic financial statements include both government-wide 
and fund financial statements. 
 

GOVERNMENT-WIDE FINANCIAL STATEMENTS 
 
The Government-wide financial statements (Statement of Net Position and Statement of Activities) report on the 
Township as a whole, excluding fiduciary activities.  Governmental fund types are reported in the government-
wide financial statements using the economic resources measurement focus and the accrual basis of accounting, 
which includes long-term assets and receivables as well as long-term debt and obligations.  The government-wide 
financial statements focus more on the sustainability of the Township as an entity and the change in aggregate 
financial position resulting from the activities of the fiscal period.  Generally, the effect of interfund activity has 
been removed from the government-wide financial statements.   
 

The Government-wide Statement of Net Position reports all financial and capital resources of the Township 
(excluding fiduciary funds).  It is displayed in a format of assets, liabilities, deferred outflows and deferred inflows 
with the difference equaling net position, with the assets and liabilities shown in order of their relative liquidity.  
Net position is required to be displayed in three components:  1) invested in capital assets 2) restricted, and 3) 
unrestricted.  Invested in capital assets, net of related debt is capital assets net of accumulated depreciation and 
reduced by outstanding balances of any bonds, mortgages, notes or other borrowings that are attributable to the 
acquisition, construction, or improvement of those assets.  Restricted net positions are those with constraints 
placed on their use by either:  1) externally imposed by creditors (such as through debt covenants), grantors, 
contributors, or laws or regulations of other governments, or 2) imposed by law through constitutional provisions 
or enabling legislation.  All net positions not otherwise classified as restricted, are shown as unrestricted.  
Generally, the Township would first apply restricted resources when an expense is incurred for purposes for which 
both restricted and unrestricted net positions are available. 
 

The Government-wide Statement of Activities demonstrates the degree to which both direct and indirect expenses 
of the various functions and programs of the Township are offset by program revenues.  Direct expenses are those 
that are clearly identifiable with a specific function or identifiable activity.  Indirect expenses for administrative 
overhead are allocated among the functions and activities using a full cost allocation approach and are presented 
separately to enhance comparability of direct expenses between governments that allocate direct expenses and 
those that do not.  Interest on general long-term debt is not allocated to the various functions.  Program revenues 
include:  1) charges to customers or users who purchase, use or directly benefit from goods, services or privileges 
provided by a particular function or program and 2) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function or program.  Taxes, unrestricted investment income 
and other revenues not identifiable with particular functions or programs are included as general revenues.  The 
general revenues support the net costs of the functions and programs not covered by program revenues. 
 



 

 23 

SHARON TOWNSHIP 
 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2016 

 
 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 
 

FUND FINANCIAL STATEMENTS 
 
Also, part of the basic financial statements are fund financial statements for the governmental funds.  The focus of 
the fund financial statements is on major funds, as defined by GASB.  Although GASB sets forth minimum criteria 
for determination of major funds (a percentage of assets, liabilities, revenues, or expenditures of fund category 
and of the governmental funds combined), it also gives governments the option of displaying other funds as major 
funds.  Other non-major funds are combined in a single column on the fund financial statements. 
 
The Township reports the following major governmental funds: 

 

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

 

 The Debt Service Fund accounts for the debt payments made associated with the purchase of property.  
This fund is supported by property taxes approved from a separately voted millage. 

 

B. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING 
 

The governmental fund financial statements are prepared on a modified accrual basis of accounting.  To conform 
to the modified accrual basis of accounting, certain modifications must be made to the accrual method.  These 
modifications are outlined below: 

 

A. Revenue is recorded when it becomes both measurable and available (received within 60 days after year-
end).  Revenue considered susceptible to accrual includes:  property taxes, sales and use taxes, licenses, 
fees and permits, intergovernmental revenues, charges for services and interest. 

 

B. Expenditures are recorded when the related fund liability is incurred.  Principal and interest on general 
long-term debt are recorded as fund liabilities when due or when amounts have been accumulated in the 
debt service fund for payments to be made early in the following year. 

 

C. Disbursements for the purchase of capital assets providing future benefits are considered expenditures.  
Bond proceeds are reported as another financing source. 

 

With this measurement focus, operating statements present increases and decreases in net current assets and 
unreserved fund balances as a measure of available spendable resources. 
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SHARON TOWNSHIP 
 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2016 

 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 
 

This is the traditional basis of accounting for governmental funds and also is the manner in which these funds are 
normally budgeted.  This presentation is deemed most appropriate to:  1) demonstrate legal and covenant 
compliance, 2) demonstrate the sources and uses of liquid resources, and 3) demonstrate how the Township’s 
actual revenues and expenditures conform to the annual budget.  Since the governmental funds financial 
statements are presented on a different basis than the governmental activities column of the government-wide 
financial statements, a reconciliation is provided immediately following each fund statement.  These reconciliations 
briefly explain the adjustments necessary to transform the fund financial statements into the governmental 
activities column of the government-wide financial statements. 
 
Fiduciary funds account for assets held by the Township in a trustee or agency capacity on behalf of others and, 
therefore, are not available to support Township programs.  Fiduciary funds are not included in the government-
wide financial statements as they are not an asset of the Township available to support Township programs.  
 

C. BUDGETARY DATA 
 

The board of trustees follows the procedures as outlined in the Uniform Budgeting manual for Local Units of 
Government in Michigan in the establishment of the various annual budgets. 
 
The budget is approved by activity, rather than by line item.  If and when it becomes necessary to amend certain 
amounts in the budget, a proposal outlining the desired changes is made to and approved by the Township Board 
at any of their regular meetings.  Budget appropriations made, but not expended by year end, will lapse with the 
fiscal year end. 
 

D. PROPERTY TAXES 
 

The Township property tax is levied each December 1 on the taxable valuation of property located in the Township 
as of the preceding December 31.  Taxable values are established annually by the county and are equalized by the 
state.  Real and personal property in the Township for the 2015 levy was assessed at an adjusted taxable value of 
$89,545,394.  Taxes are due and payable by February 28.  Delinquent real property taxes are returned to the 
County Treasurer for collection.   
 
The Township levied the following millage for 2015: 
 

General township 0.8882

Fire protection 0.5000

Debt service 0.9000

Total levy 2.2882

 
 
E. CAPITAL ASSETS 
 

Under GASB standards, all capital assets whether owned by governmental activities or business-type activities, are 
recorded and depreciated in the government-wide financial statements.  No capital assets or depreciation are 
shown in the governmental funds financial statements. 
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SHARON TOWNSHIP 
 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2016 

 
 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 
 

Capital assets are defined as assets with an initial, individual cost of more than $500 and an estimated useful life 
greater than one year.  Land is considered a capital asset regardless of initial cost.  Capital assets are recorded at 
cost.  Donated capital assets are recorded at the estimated fair market 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 assets 
lives are not capitalized.  Major improvements are capitalized and depreciated over the remaining useful lives of 
the related capital assets. 
 

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

   Buildings, structures and improvements 10 to 50 years 
   Machinery and equipment   5 to 40 years 
 

Any capital assets transferred between activities are transferred at their net book value (cost less accumulated 
depreciation), as of the date of the transfer. 

 
F. MANAGEMENT ESTIMATES 
 

The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect certain reported amounts and disclosures.  
Accordingly, actual results could differ from those estimates. 

 
G. OTHER FINANCING SOURCES (USES) 
 
 The transfers of cash between the various funds are budgeted but reported separate from revenues and 

expenditures as transfers in or (out) unless they represent temporary advances that are to be repaid, in which case 
they are carried as assets or liabilities of the advancing or borrowing fund. 

 
H. FUND EQUITY 
 

Under GASB standards, the fund balance classifications are - nonspendable, restricted, committed, assigned, and 
unassigned which are defined as follows:   
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SHARON TOWNSHIP 
 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2016 

 
 
 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 
 

 Nonspendable - Amounts that are not in spendable form or are legally or contractually required to be 
maintained intact. 

 

 Restricted - Amounts that are legally restricted by outside parties, constitutional provisions, or enabling 
legislation for use for a specific purpose.  
 

 Committed - Amounts that have been formally set aside by the Township board for use for specific purposes. 
Commitments are made and can be rescinded only via resolution of the Township board. 

 

 Assigned - Intent to spend resources on specific purposes expressed by the Township Board; or Supervisor, 
Clerk, and Treasurer; who are authorized by policy approved by the Township Board to make assignments.  All 
current year assignments have been made by the Township Board. 

 

 Unassigned - Amounts that do not fall into any other aforementioned category.  This is the residual 
classification for amounts in the General Fund and represents fund balance that has not been assigned to 
other funds and has not been restricted, committed, or assigned to specific purposes in the General Fund.  In 
other governmental funds, only negative unassigned amounts are reported, if any, and represent expenditures 
incurred for specific purposes exceeding the amounts previously restricted, committed, or assigned to those 
purposes. 
 
 

I. 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 maintains commercial insurance 
coverage covering each of those risks of loss.  Management believes such coverage is sufficient to preclude any 
significant uninsured losses to the Township.  Settled claims have not exceeded this commercial coverage in any of 
the past three fiscal years. 
 

 
J. DEFERRED OUTFLOW/INFLOW OF RESOURCES 
 

In addition to assets, the statement of net position will sometimes report a separate section for deferred outflow 
of resources.  The separate financial statement element, deferred outflow of resources, represents a consumption 
of net position that applies to a future period(s) and so will not be recognized as an outflow of resources (expense) 
until that time.  The Township does not have any deferred outflow of resources at this time. 
 
In addition to liabilities, the statement of net position and governmental funds balance sheet will sometimes report 
a separate section for deferred inflow of resources.  This separate financial statement element, deferred inflow of 
resources, represents an acquisition of net position or fund balance that applies to a future period(s) and so will 
not be recognized as an inflow of resources (revenue) until that time.  The Township does not have any deferred 
inflow of resources at this time. 
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NOTE 2 - FINANCIAL REPORTING ENTITY 
 
This report includes all of the funds of Sharon Township.  The reporting entity for the Township consists of (a) the 
primary government, (b) organizations for which the primary government is financially accountable and (c) other 
organizations for which the nature and significance of their relationship with the primary government are such that 
their exclusion would cause the reporting entity’s financial statements to be misleading or incomplete.  A legally 
separate organization should be reported as a component unit if the elected officials of the primary government are 
financially accountable to the organization.  The primary government is financially accountable if it appoints a voting 
majority of the organization’s governing body and (1) it is able to impose its will on that organization or (2) there is a 
potential for the organization to provide specific financial benefits to or burdens on the primary government.  The 
primary government may be financially accountable if an organization is fiscally dependent on the primary 
government.  A legally separate tax exempt organization should be reported as a component unit of a reporting entity 
if all of the following criteria are met:  (1) the economic resources received or held by the separate organization are 
entirely or almost entirely for the direct benefit of the primary government, its component units, or its constituents; (2) 
the primary government is entitled to, or has the ability to otherwise access, a majority of the economic resources 
received or held by the separate organization; (3) the economic resources received or held by an individual 
organization that the specific primary government or its component units, is entitled to, or has the ability to otherwise 
access, are significant to that primary government.  Blended component units, although legally separate entities, are, in 
substance, part of the government’s operations and are reported with similar funds of the primary government.  Each 
discretely presented component unit is reported in a separate column in the government-wide financial statements to 
emphasize that it is legally separate from the primary government.  The Township has no discretely presented 
component units or blended component units. 
 
In accordance with Governmental Accounting Standards Board (GASB) standards, all funds, agencies, and activities of 
Sharon Township have been included in the financial statements. 
 
 



 

 28 

SHARON TOWNSHIP 
 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED JUNE 30, 2016 

 
 
NOTE 3 - CAPITAL ASSETS 
 
Capital asset activity for the year ended June 30, 2016 was as follows: 
 

Audited Audited
Balance Balance

7/1/2015 Additions Deletions 6/30/2016
Governmental Activities

Capital assets not being depreciated:
Land 1,092,966$        $                         $                         1,092,966$        

Total capital assets not being depreciated 1,092,966                                      1,092,966          

Capital assets being depreciated:
Buildings and Improvements 205,933             205,933             
Machinery and equipment 30,613               30,613               

Subtotal 236,546                                                                     236,546             

Accumulated depreciation:
Buildings and improvements (26,821)              (4,639)                (31,460)              
Machinery and equipment (30,613)              (30,613)              

Subtotal (57,434)              (4,639)                                            (62,073)              

Net capital assets being depreciated 179,112             (4,639)                                            174,473             

Net capital assets 1,272,078$        (4,639)$              $                         1,267,439$        

 
NOTE 4 - INTERFUND RECEIVABLES AND PAYABLES 
 
The amounts of interfund receivables and payables are as follows: 
 

Due To Due From Amount Explanation

General Fund Current Tax Fund $1,917 Tax collection

General Fund Debt Service Fund 49 Tax collection

1,966$           

 
 
These are short term in nature. 
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NOTE 5 - LONG-TERM OBLIGATIONS 
 
General Obligation Bonds 
 

The Township issued general obligation bonds in 2010 to provide funds to advance refund General obligation judgment 
bonds issued in 2007.  The original bonds issued in 2007 were used to finance a settlement the Township lost. 
 

General obligation bonds currently outstanding are as follows: 
 

Issuance Final Interest Debt 
Purpose Amount Maturity Rates Outstanding

Governmental activities:
2010 General Obligation
  judgement bonds 830,000$      40,000$     — 75,000$     6/25/2025   3.0— 5.0% 565,000$      

Total general 
  obligation bonds 565,000$      

Installments

 
The following is a schedule of future principal and interest payments to service the long-term obligations of the 
Township: 
 

Year Ending
June 30 Principal Interest Total

2017 50,000$             26,600$             76,600$             
2018 55,000 24,750               79,750
2019 60,000               22,550               82,550
2020 60,000               19,700               79,700
2021 60,000               16,850               76,850
2022-2025 280,000             35,750               315,750

565,000$           146,200$           711,200$           

2010 General Obligation Judgement Bond

 
A summary of the Township’s long-term obligations as of June 30, 2016, and transactions during the year then ended 
are as follows: 
 

Current

Balance Balance Portion of

at Principal at Long-term

7/1/2015 Additions Payments 6/30/2016 Debt

2010 General Obligation Bonds 610,000$      (45,000)$       565,000$      50,000$        

610,000$      (45,000)$       565,000$      50,000$        
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NOTE 6 - INTERFUND TRANSFERS 
 
There were no interfund transfers for the year ended June 30, 2016. 
 
NOTE 7 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS  
 
Michigan Compiled Laws, Section 129.91, authorizes the Township to deposit and invest in the accounts of Federally 
insured banks, credit unions, and savings and loan associations; bonds, securities and other direct obligations of the 
United States, or any agency or instrumentality of the United States; United States government or Federal agency 
obligation repurchase agreements; bankers' acceptance of United States banks; commercial paper rated by two 
standard rating agencies within the two highest classifications, which mature not more than 270 days after the date of 
purchase; obligations of the State of Michigan or its political subdivisions which are rated investment grade; and 
mutual funds composed of investment vehicles which are legal for direct investment by local units of government in 
Michigan.  Financial institutions eligible for deposit of public funds must maintain an office in Michigan.  The deposits 
are in accordance with statutory authority. 
 
As of June 30, 2016 deposits consist of the following: 
 

Deposits

Checking accounts 642,378$        

Total deposits 642,378$        
 

Deposits are presented in the financial statements in the following areas: 
 

Statement of Net Position

Cash 634,762$        

Fiduciary Funds

Cash 2,033

Total deposits 636,795$        
 

 
The carrying amount of cash is stated at $636,795 as of June 30, 2016.  The difference between the carrying amounts 
and amounts mentioned above stem from outstanding checks. 
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NOTE 7 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS - continued 
 
Deposits - Custodial Credit Risk 
 
This is the risk that in the event of a bank failure, the Township will be able to recover its deposits.  The Township does 
not have a deposit policy for custodial credit risk.  The Township evaluates each financial institution with which it 
deposits funds and assesses the level of risk of each institution; only those institutions with an acceptable estimated 
risk level are used as depositories. 
 
As of June 30, 2016, deposits in banks totaled $642,378 which was exposed to custodial credit risk as follows: 
 

 
Insured by FDIC $ 250,000 
Uninsured and uncollateralized  392,378 
 
 $ 642,378 
 

For Government accounts, the FDIC insurance covers up to $250,000 for the combined amount of all time and savings 
accounts (including NOW accounts) and, up to $250,000 for the combined amount of all demand deposit accounts.   
 
 
NOTE 8 - SUBSEQUENT EVENTS 
 
Subsequent events have been evaluated through November 10, 2016, which is the date the financial statements 
were available to be issued.  Management has determined the Township did not have any material recognizable or 
nonrecognizable events. 
 
 

 
 
 



 

 

REQUIRED SUPPLEMENTARY INFORMATION 
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Variance

with Final

Budget

Favorable

Original Final Actual (Unfavorable)

REVENUES

Taxes 147,000$        147,000$        157,768$        10,768$          

Licenses and permits 12,597 9,597 9,717               120

State shared revenues 135,000 135,000 132,221          (2,779)

Charges for services 5,950 5,950 5,181               (769)

Interest 300 300 240                  (60)

Miscellaneous 325 325 225                  (100)

Metro fee 3,000 2,205               (795)

Total revenues 301,172 301,172 307,557 6,385

EXPENDITURES

Board of Trustees 3,700 3,700 3,600 100

Supervisor 20,100 20,100 20,000 100

Clerk 22,500 22,500 21,765 735

Treasurer 31,900 31,900 25,355 6,545

Election 7,050 7,050 2,640 4,410

Assessor 18,800 18,800 18,754 46

Planning department 6,950 6,950 6,968 (18)

Zoning department 10,840 10,840 9,520 1,320

Fire protection 55,000 64,500 64,555 (55)

Legal and professional 14,000 11,500 7,167 4,333

Highways and road department 31,000 31,000 26,138 4,862

Mineral licensing board 2,600 2,600 1,970 630

General government 48,490 43,490 34,857 8,633

Building and grounds 9,100 14,100 12,648 1,452

Total expenditures 282,030 289,030 255,937 33,093

Net change in fund balance 19,142 12,142 51,620 39,478

FUND BALANCE, JULY 1, 2015 484,658 484,658 484,658

FUND BALANCE, JUNE 30, 2016 503,800$        496,800$        536,278$        39,478$          

Budgets

 
 


