
 

 

 
 
 
 
November 30, 2016 
 
 
To the Township Board 
Sharon Township 
18010 Pleasant Lake Road 
Manchester, MI  48158 
 
 
 
In planning and performing our audit of the financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund of Sharon Township as of and for the year ended June 30, 2016, in accordance 
with auditing standards generally accepted in the United States of America, we considered Sharon Township’s 
internal control over financial reporting (internal control) as a basis for designing our auditing procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the effectiveness of Sharon 
Township’s internal control.  Accordingly, we do not express an opinion on the effectiveness of Sharon 
Township’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding paragraph and was 
not designed to identify all deficiencies in internal control that might be significant deficiencies or material 
weaknesses and therefore material weaknesses or significant deficiencies may exist that were not identified.  
However, as discussed below, we identified certain deficiencies in internal control that we consider to be material 
weaknesses: 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency or combination of deficiencies in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. We consider the following deficiency in Sharon 
Township’s internal control to be a material weakness: 
 
Segregation Accounting Duties:  A good system of internal control provides for a proper segregation of the 
accounting functions.  The Township has limited segregation of duties over cash receipts and disbursements, 
accounts receivable, and accounts payable.  Proper segregation is not always possible in a small organization, 
but limited segregation to the extent possible can and should be implemented to reduce the risk of errors or fraud.  
We recommend that management review the current assignment of accounting functions.  Where possible, duties 
should be segregated to reduce the risk of errors or fraud. 
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Response by Management  
 
Management has reviewed and continues to review the current assignment of accounting functions.  
Management believes that the cost of hiring additional personnel will not substantiate the conceived benefits.  
However, management will continue to review methods of segregating duties without hiring additional personnel 
with the current staff.  
 
Other Matters 
 
As discussed in further detail below we came across a few matters which we feel should be reported to you but, in 
our view, do not constitute material weaknesses or significant deficiencies: 
 
Bank Reconciliations 
 
We noted a few exceptions in regards to bank/book reconciliations performed by the treasurer and clerk. 
 
There were some old outstanding items (checks and deposit) listed on the reconciliations.  We suggest once a 
check has not cleared for more than one month it should be researched and handled properly.  If it is an 
uncleared deposit, it should also be researched as to why it did not clear the bank. 
 
There were months where the reconciling process between the clerk and treasurer was not completed for 2 to 3 
months after the month end of the check register and bank statement.  The reconciling process should be 
completed within one month after the month end of the register and bank statement. 
 
We noted that the bank was not giving pictures of cleared checks for all accounts, only the general and tax 
accounts.  We suggest the Township request from their bank images of all cleared checks be sent to the 
Township with the accompanying bank statements. 
 
We noted through discussions there are times when cash payments received by the Township are not always put 
in a secured lockbox or safe prior to being deposited in the bank which can sometimes be up to several days.   
Monies setting at the Township hall waiting to be deposited should be secured at all times.   
 
We noted some deposits were made after setting at the township for more than a couple weeks.  We understand 
the Township is small and the Treasurer is not a full time position.  We suggest the Township Board consider 
some alternatives to get monies deposited in a more efficient manner (within a week). 
 
Investment Policy 
 
We noted in the prior audit (completed for June 30, 2014) the Township did not have an investment policy.  In 
discussions with officials, it does not appear an investment policy was adopted since the prior year audit.  We 
suggest a policy be adopted which is in compliance with the State of Michigan's Accounting and Procedures 
Manual. 
 
Policy on Dual Signatures for Checks Written by the Township 
 
It appears the Township may have a policy requiring dual signatures on checks being written by the Township 
except for the tax fund, however, we could not verify if the policy was ever adopted by the Township Board.  We 
did note the debt service checks were only signed by the treasurer.  We also found several general fund checks 
with only one signature.  We advise an official policy be adopted by the Board which requires two signatures on 
all checks except the tax fund.  The policy should also note the 2 signatures should come from the treasurer's and 
clerk's offices. 
 
Fixed Asset Capitalization Policy 
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The Township's policy for capitalizing fixed assets requires a thresh hold of $500.  We suggested the policy be 
changed to $5,000 in the prior audit (year ending June 30, 2014).  The Township Board did not change the policy 
from $500 to $5,000. We are suggesting the Township reconsider this issue.  
 
We want to thank the staff and board members for the assistance and hospitality we received during our audit 
fieldwork. 
 
This communication is intended solely for the information and use of management, Board of Trustees, and others 
with the organization, and is not intended to be and should not be used by anyone other than the specified 
parties. 
 

 
PFEFFER, HANNIFORD & PALKA 
Certified Public Accountants 


