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INDEPENDENTAUDITORS'REPORT

April 30, 2012

Board of Trustees
Watertown Charter Township
Grand Ledge, Michigan

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 Watertown Charter
Township, Michigan, as of and for the year ended December 31, 2011, which collectively comprise the
Township's basic financial statements as listed in the table of contents. These financial statements are
the responsibility of the Township's management. 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 includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessingthe accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of Watertown Charter Township, Michigan, as of December 31,
2011, and the respective changes in financial position and cash flows, where applicable, thereof and
the budgetary comparisons for the general fund for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis on pages 4 through 10 to 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 partof
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
assurance.

ilim
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Our audit was conducted for the purpose of forming an opinIOn on the financial statements that
collectively comprise Watertown Charter Township's basic financial statements. The combining fund
financial statements listed in the table of contents are presented for purposes of additional analysis and
are not a required part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the financial statements or to the 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
financial statements as a whole.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

.Management's Discussion and Analysis

As the Township Board of Watertown Charter Township, Clinton Township, Michigan, we offer readers of the
Township's financial statements this narrative overview and analysis as an explanation of the financial activities of
the Township for the fiscal year ended December 31, 2011.

Financial Highlights

The assets of the Township exceeded its liabilities at the close of the most recent fiscal year by $13,086,118 (net
assets for all activities). Of this amount, $9,291,776 (unrestricted net assets for all activities) may be used to
meet the government's ongoing obligations to citizens and creditors. The assets of the Township at the close of
2010 exceeded its liabilities by $12,506,761 (net assets for all activities) of that amount, $8,723,441 was
unrestricted net assets. -

<- -
The government's total net assets increased by $579,357 in 2011 despite no significant change in income.

. . - .... "- --
As of the close of the current fiscal year, the Township's governmental funds reported combined ending fund
balances of $4,310,623 which is an increase of $462,194 over 2010. Approximately 45 percent of this total
amount, or $1,955,443 is available for spending at the government's discretion (unassigned fund balance)
compared to $2,158,134 at the end of 2010. The increase in total fund balance is in large part due to the 2010
census which resulted in a 16% increase in population for the township. In addition, management worked to
control all spending in response to the current decline in property values that will result in reduced funding in the
near future. The Township Board of Trustees is continuing to do more with less revenue.

The Township is pleased to report that at the end of the current fiscal year, the unassigned fund balance for the
General Fund was $1,955,443, which is 115% of the total general fund expenditures for 2011 as compared to
$1,864,534 in 2010.

This unassigned fund balance is where the Township saves for emergencies and reflects the Township's conservative
fiscal approach to government management. This fund balance will be essential to continuing services without
interruption as revenues decrease due to decreased property values.

The Township's total bonded debt decreased by $405,000 during the current fiscal year; from $3,905,000 at the end
of fiscal year 2010 to $3,500,000 at the end of fiscal year 2011.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Township's basic financial statements. The
Township's basic financial statements aretomprised of three components: 1) government wide financial statements,
2) fund financial statements, and 3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-Wide Financial Statements. The government-wide financial statements are designed to provide readers
with a broad overview of the Township's finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Township'S assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the Township is improving or deteriorating.

The statement of activities presents information showing how the government's net assets changed during the most
recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement
for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but
unused vacation leave).
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

• Management's Discussion and Analysis

Both of the government wide financial statements distinguish functions of the Township that are principally supported
by taxes and intergovernmental revenues (governmental activities) from other functions that are intended to recover
all or a significant portion of their costs through user fees and charges (business type activities). The governmental
activities of the Township include legislative, general government, public safety, public works, and parks and
recreation. The business type activities of the Township include sanitary sewer and water distribution operations.

The government wide financial statements can be found on pages 12-14 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The Township, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds
of the Township can be divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such information may
be useful in evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government·wide financial statements. By doing so, readers may better understand
the long-term impact of the government's near-term financing decisions. Both the governmental fund balance sheet
and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a

~ reconciliation to facilitate this comparison between governmental funds and governmental activities.

The Township maintains three individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in
fund balances for the General Fund, which is considered to be a major fund, and for the two nonmajor funds, the
Township Improvement Revolving Fund and the Cemetery Improvement Fund, in the aggregate. The General Fund is
where the township funds are held to cover budgeted expenses for the year. In layman terms this is like a household
checking account, out of which the township pays for its bills. Within the township General Fund is an account called
the Fund Balance. The Fund Balance is like a savings account, it is where the Township saves for special
projects/needs and where unspent budgeted funds are kept for future use.

The Township adopts an annual appropriated budget for its General Fund. Budgetary comparison statements have
been provided herein to demonstrate compliance with those budgets.

The basic governmental fund financial statements can be found on pages 15·20 of this report.

Proprietary funds. Enterprise funds, the only propriety fund type used by the Township, are used to report the same
functions presented as business type activities in the government wide financial statements. The Township uses
enterprise funds to account for its sanitary sewer and for water distribution operations.

Proprietary funds provide the same type of information as the government wide financial statements, only in more
detail. The basic proprietary fund financial statements provide separate information for the sanitary sewer and water
distribution systems, both of which are considered to be major funds of the Township. Proprietary funds are where
the user fees collected on behalf of the township are held for specific purposes. For example, sewer use bills, fire
hydrant user fees, special assessments and special fees are used to pay for the sewer system operation, fire hydrants,
bond payments for the developments for which they are collected.

The basic proprietary fund financial statements can be found on pages 21·24 of this report.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

• Management's Discussion and Analysis

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government wide financial statements because the resources of
those funds are not available to support the Township's own programs. The accounting used for fiduciary funds is
much like that used for proprietary funds. Fiduciary funds are all the money's collected by the township meant for
another agency, for example, school taxes, Township taxes, library taxes, escrow accounts.

The basic fiduciary fund financial statements can be found on page 25 of this report.

Notes to the Financial Statements. The notes provide additional information that is essential to a full understanding
of the data provided in the government-wide and fund financial statements. The notes to the financial statements
can be found on pages 28-41 of this report.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position. In the case
of Watertown Charter Township, assets for all activities exceeded liabilities by $13,086,118 at the close of the most
recent fiscal year.~==~~~~~==========~~~Of the Township's net assets, $3,502,257 (27%) reflects its investment in capital assets (e.g. infrastructure, land,
buildings, equipment, and vehicles); less an related debt used to acquire those assets that is still outstanding. ,he
Towns ip uses these capital assets to provide services to citizens; consequently, these assets are no avai a le for
future spending. Although the Township's investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

See pages 12-14 for the underlying statements related to this discussion.

In addition, the Township owns assets in a joint venture with Eagle Township known as the Looking Glass Regional Fire
Authority. Currently the Authority is funded through payments from Watertown Charter Township (62%) and Eagle
Township (38%). The Authority reported Capital Assets (net of depreciation) of $1,698,833 as of December 31, 2010
for fixtures, building, equipment, and land. No 2011 report is available at the time of this Township audi~.

At the end of the current year, due to conservative fiscal management, the Township is able to report positive
balances in all three categories of net assets, both for the government as a whole, as well as for its separate
governmental and business-type activities.

The government's net assets for all activities increased by $579,357 during the current fiscal year.
~

See pages 13-14 for details related to this discussion.

~ Governmental activities. Governmental activities increased the Township's net assets by $444,437 during fiscal year
2011. Much of the increase is attributable to management's conservative attitude toward expenditures.

(" Business type activities. Business type activities increased the Township's net assets by $134,920 during fiscal year }
2011 due primarily to increased number of sewer and water hook-up fees and the increase in sewer user fees from

'-additional hookups. . ~
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

• Management's Discussion and Analysis

Net Assets
Governmental Activities j L Business:.tYpe Activities :1 Total

2011 :l 2010 1 2011 ,I 2010 jr 2011 .1 2010

Current and other assets s 6,121,664 s 5,732,272 s 6,390,990 s 6,334,405 $12,512,654 $12,066,677
Capital assets, net 231,542 252,550 5,341,872 5,538,869 5,573,414 5,791,419
Total assets 6,353,206 5,984,822 11,732,862 11,873,274 18,086,068 17,858,096

Long-term liabilities 1,300,285 1,309,339 153,433 88,888 1,453,718 1,398,227
Other liabilities 639,234 706,233 2,906,998 3,246,875 3,546,232 3,953,108
Total liabilities 1,939,519 2,015,572 3,060,431 3,335,763 4,999,950 5,351,335

Net assets:
Invested in capital assets,

net of related debt 231,542 252,550 3,270,715 3,237,170 3,502,257 3,489,720
Restricted 292,085 293,600 292,085 293,600
Unrestricted 3,890,060 3,423,100 5,401,716 5,300,341 9,291,776 8,723,441

Total net assets s 4,413,687 s 3,969,250 s 8,672,431 s 8,537,511 $13,086,118 $12,506,761

Change in Net Assets
Governmental Activities J Business-type Activities .I Total

2011 1 2010 r 2011 J 2010 I 2011 .L 2010

=r=; Program revenues:
Charges for services $ 179,962 s 216,878 s 814,580 s 676,722 $ 994,542 $ 893,600
Operating grants 3 384 3 384
Capital grants 5,117 5,117

General revenues:
Property taxes 1,274,981 1,275,362 1,274,981 1,275,362
Other 613,968 559,118 81,214 85,296 695,182 644,414

Total revenues 2,068,914 2,056,859 895,794 762,018 2,964,708 2,818,877

Expenses:
Legislative 30,275 30,593 30,275 30,593
General government 795,931 913,684 795,931 913,684
Public safety 390,733 641,594 390,733 641,594
Public works 316,162 119,203 316,162 119,203
Community and economic

development 87,944 84,374 87,944 84,374
Recreation and culture 8,678 12,064 8,678 12,064
Interest and fiscal charges 25,368 29,060 25,368 29,060
Sewage disposal 613,372 628,642 613,372 628,642
Water extension 116,888 145,124 116,888 145,124

Total expenses 1,655,091 1,830,572 730,260 773,766 2,385,351 2,604,338

Change in net assets,
before transfers 413,823 226,287 165,534 (11,748) 579,357 214,539

Transfers 30,614 22,557 (30,614) (22,557)
Change in net assets 444,437 248,844 134,920 (34,305) 579,357 214,539

~
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

.Management's Discussion and Analysis

Change in Net Assets
Governmental Activities ; L. Business-type Activities II Total

2011 'I 2010 J 2011 11 2010 'I 2011 2010 •
Net assets:

Beginning of year
End of year

3,969,250 3,720,406 8,537,511 8,571,816 12,506,761 12,292,222
$ 4,413,687 s 3,969,250 s 8,672,431 s 8,537,511 $13,086,118 $12,506,761

Financial Analysis of the Township's Funds

As noted earlier, the Township uses fund accounting to ensure and demonstrate compliance with finance related legal
requirements.

Governmental Funds. The focus of the Township's governmental funds is to provide information on near term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the Township's
financing requirements. in particular, unassigned fund balance may serve as a useful measure of a government's net
resources available for spending at the end of the fiscal year.

During 2011 a new government accounting standard, GASB54 - Fund Balance Reporting and Governmental Fund Type
Definitions, was established for the reporting of fund balances. New designations were established. As of the end of
2011, the Township's governmental funds reported combined ending fund balances of $4,310,623 an increase of
$462,194 in comparison with the prior year. Approximately 45% of this total amount or $1,955,443 constitutes
unassigned fund balance, which is an adequate amount to keep the Township operating in light of the current
economic climate in Michigan, declining property values and in the case of unforeseen emergencies. The
nonspendable portion of the Fund Balance, $14,618, is amounts prepaid for 2012 expenses in 2011. The restricted
portion of the governmental Fund Balance, $558,773, is special assessments payments received for future bond
payments, and the fund balances from the Township Improvement Revolving Fund and the Cemetery improvement
fund set aside for special projects. The remainder of the fund balance is committed and acts as the Township's
savings account for specific needs and projects.

The General Fund is the chief operating fund of the Township. At the end of the current fiscal year, unassigned fund
balance of the General Fund was $1,955,443 while total fund balance was $4,018,538. Unassigned fund balance
represents 115%of total General Fund expen itures. The unassigned fund balance is used to supplement the budget
and keep the Township operating efficiently when emergencies and unforeseen circumstances re uire .additiona
funds outside of the current bud et. For examp, n e owns tp parking lot develope a large sink hole that

e irnrne late attention or when it was necessary to purchase a new fire truck before previously planned. Funds
from the unassigned fund balance were used to purchase the needed fire truck in 2010 to prevent any service
interruption. Due to the Township'S conservative fiscal approach and reduction in spending as a result of the current
economic climate, the fund balance of the Township's General Fund increased by a total $463,709 during the current
fiscal year. The Township continues to save any unspent general fund dollars to ensure services will continue without
interruption and save for future needs as revenue sources continue to decrease. The saving 0 unspent general fun
dollars represents a shift in historical governmental budgetmg mentality. is shift has been taking place over the
last 8 years. Prior Township budget philosophy was to reduce the yearly departmental operating budget by the
amount of unspent dollars. This mindset created a "use it or lose it" practice within the Township departments. This
budget essentially penalizes department heads for practicing conservative fiscal managements. With support of the
Township Board and lack of high turnover by department heads has assisted in changing the philosophy to support a
conservative approach by not penalizing departments for 0 erating with fiscal restraint.

Proprietary Funds. The Township's proprietary funds provide the same type of information found in the government
wide financial statements, but in more detail.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

• Management's Discussion and Analysis

Unrestricted net assets of the Sewer Fund and Water Extension Funds at the end of the year amounted to $5,017,886
and $383,830 respectively. The sewer fund had an increase for the year of $77,377 and the water fund had an
increase for the year of $57,543.

General Fund Budgetary Highlights

Differences between the original and final amended budgets were caused by two major expenses: the increase in
construction in the township led to increased building, electrical, mechanical, and plumbing inspections fees owed to
inspectors, and the final payments for the new Herbison Road bridge. The budget was amended by $107,945 or 5.7%
of the original budgeted expenses. In 2011, overall revenues were flat compared to 2010 with a small increase over
the previous year of $7,503:. xpenses ecreased in 201 y 265,018 due -to frugal spending on only needed items.

Capital Asset and Debt Administration

Capital Assets. The Township's investment in capital assets for its governmental and business type activities as of
December 31, 2011, amounted to $5,573,414 (net of accumulated depreciation). This investment in capital assets
includes land, land improvements, infrastructure, buildings and improvements, park and recreation facilities,
machinery and equipment. The total decrease in the Township's investment in capital assets for the current fiscal
year of $218,005 resulted primarily from depreciation of sewer system lines.

Additional information on the Township's capital assets can be found in Note 7 on pages 36-37 of this report.

Long-term debt. At the end of the current fiscal year, the Township had total bonded debt outstanding of
$3,500,000. Of this amount, the entire debt is backed by the full faith and credit of the government. Special
assessment revenue is being collected to pay these bonds.

State statutes limit the amount of general obligation debt a governmental entity may issue to 10% of its total assessed
valuation. Additional information on the Township's long-term debt can be found in Note 8 on pages 37-38 of this
report.

Economic Factors and Next Year's Budget and Rates

The following factors were considered in preparing the Township's budget for the 2012 fiscal year:

The emphasis on controlling costs yet providing quality services to our citizens continued to be a major
consideration in the 2012 budget development.
For the first time in recent times, the total ad valorem taxable values of properties decreased by $10,000,000
from 2011 to 2012. In addition, assessed values of residential properties declined in early 2012, which will affect
future revenues.
Statutory state-shared revenue payments to the township have been eliminated as the state's economy continues
to decline.
The Board of Trustees has passed a conservative balanced budget for 2012.
Departmental managers operate with a conservative and fiscally responsible budget approach.

Fund Balance Commitments

Watertown Charter Township saves for large expenses by putting fund Balance money in reserves.
committed fund balance for projects. See Note 15 on page 41.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

• Management's Discussion and Analysis

Requests for Information

This financial report is designed to provide a general overview of the Township's finances for all those with an
interest in the government's finances. Questions concerning any of the information provided in this report or requests
for additional financial information are welcomed and should be addressed to the Township Manager, Watertown
Charter Township, 12803 S Wacousta Road, Grand Ledge, Michigan 48837, email: JTubbs@watertowntownship.com.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

IIStatement of Net Assets
December 31, 2011

---./

Primary Government
Governmental Business-type

Activities Activities
Assets

Cash and cash equivalents S 1,767,285 S 430,045 S 2,197,330
Restricted cash and cash equivalents 40,918 40,918
Investments 3,092,810 2,265,577 5,358,387
Receivables, net 1,246,951 2,452,516 3,699,467
Prepaid items and other assets 14,618 99,277 113,895
Investment in joint venture 1,102,657 1,102,657
Capital assets not being depreciated 42,187 42,187
Capital assets being depreciated, net 189,355 5,341,872 5,531,227

Total assets 6,353,206 11,732,862 18,086,068

Liabilities
Accounts payable and accrued expenses 48,710 153,433 202,143
Unearned revenue 1,251,575 1,251,575

Long-term liabilities:
Due within one year 69,423 335,000 404,423
Due in more than one year 569,811 2,571,998 3,141,809

Total liabilities 1,939,519 3,060,431 4,999,950
'<:«:

Net assets
Invested in capital assets, net of related debt 231,542 3,270,715 3,502,257
Restricted for:

Capital projects 292,085 292,085
Unrestricted 3,890,060 5,401,716 9,291,776

Total net assets $ 4,413,687 $ 8,672,431 S 13,086,118

The accompanying notes are an integral part of these financial statements.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

r>. • Statement of Activities
For the Year Ended December 31, 2011

r PrQjram Revenues 1
"l Operating Capital , Net

Charges Grants and Grants and (Expense)
Functions I Programs Expenses I for Services Contributions I Contributions I Revenue

I

Primary government
Governmental activities:

Legislative s 30,275 $ $ $ s (30,275)
General government 795,931 47,672 (748,259)
Public safety 390,733 10,227 (380,506)
Public works 316,162 (316,162)
Community and economic development 87,944 114,915 26,971
Recreation and cultural 8,678 7,148 3 (1,527)
Interest on long-term debt 25,368 (25,368)

Total governmental activities 1,655,091 179,962 3 (1,475,126)

Business-typeactivities:
Sewagedisposal 613,372 637,169 23,797
Water extension 116,888 177,411 60,523
Total business-type activities 730,260 814,580 84,320

Total primary government $ 2,385,351 s 994,542 s 3 s s (1,390,806)

~ continued .._
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

• Statement of Activities (Concluded) <:>
For the Year Ended December 31, 2011

Prima Government

Governmental
Activities Total

Changes in net assets
Net revenue (expense) S (1,475,126) S 84,320 S (1,390,806)

General revenues:
Property taxes 1,274,981 1,274,981
Grants and contributions not restricted
to specific programs 368,966 368,966
Other unrestricted revenue 173,467 24,217 197,684
Unrestricted investment earnings 71,535 71,535
Gain on investment in joint venture 56,997 56,997

Transfers - internal activities 30,614 (30,614)

Total general revenues and transfers 1,919,563 50,600 1,970,163

Change in net assets 444,437 134,920 579,357

Net assets, beginning of year 3,969,250 8,537,511 12,506,761

Net assets, end of year S 4,413,687 S 8,672,431 S 13,086,118 '--./~

The accompanying notes are an integral part of these financial statements.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

IBalance Sheet
Governmental Funds
December 31, 2011

Nonmajor
General Funds Totals

Assets
Cash and cash equivalents S 1,761,019 S 6,266 S 1,767,285
Investments 2,806,991 285,819 3,092,810
Taxes receivable 607,773 607,773
Special assessments receivable 521,560 521,560
Due from other governments 117,618 117,618
Prepaid expenditures 14,618 14,618

Total assets 5,829,579 292,085 6,121,664

Liabilities
Accounts payable S 16,247 S S 16,247
Accrued wages 18,799 18,799
Other liabilities 1,765 1,765
Deferred revenue 1,774,230 1,774,230.r=-,

Total liabilities 1,811,041 1,811,041

Fund balances
Nonspendable 14,618 14,618
Restricted 266,688 292,085 558,773
Committed 1,781,789 1,781,789
Unassigned 1,955,443 1,955,443

Total fund balances 4,018,538 292,085 4,310,623

Total liabilities and fund balances S 5,829,579 S 292,085 S 6,121,664

The accompanying notes are an integral part of these financial statements.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

• Reconciliation ~_"""""""_"'-_",,"-"""- IiIii.. _

of Fund Balances for Governmental Funds
To Net Assets of Governmental Activities
December 31, 2011

Fund balances - total governmental funds $ 4,310,623

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

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

Capital assets not being depreciated
Capital assets being depreciated

42,187
189,355

The focus of governmental funds is on short-term financing. Accordingly, some
assets will not be available to pay for current-period expenditures. Those
assets (such as certain receivables) are offset by deferred revenue in the
governmental funds, and thus are not included in fund balance.

Deferred long-term receivable 522,655

Certain liabilities, such as bonds payable, are not due and payable
in the current period, and therefore are not reported in the funds.

Bonds payable
Compensated absences
Accrued interest on long-term debt

(595,000)
(44,234)
(11,899)

Net assets of governmental activities $ 4,413,687

The accompanying notes are an integral part of these financial statements.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN
r>. IStatement of Revenue, Expenditures and Changes in Fund Balances

Governmental Funds
For the Year Ended December 31, 2011

Nonmajor
General Funds Totals

Revenue
Taxes S 1,274,981 S S 1,274,981
Special assessments 90,182 90,182
Licenses and permits 279,419 279,419
State revenue sharing 367,049 367,049
Charges for services 30,324 2,970 33,294
Interest 71,535 515 72,050
Rentals 13,770 13,770
Contributions and donations 1,920 1,920
Other revenue 1,163 1,163

Total revenue 2,130,343 3,485 2,133,828

Expenditures
Current:

Legislative 30,275 30,275
General government 781,936 781,936

r>. Public safety and health 286,535 286,535
Public works 316,162 316,162
Community and economic development 192,142 192,142
Recreation and cultural 3,664 3,664

Debt service:
Principal 65,000 65,000
Interest 26,534 26,534

Total expenditures 1,702,248 1,702,248

Revenue over expenditures 428,095 3,485 431,580

Other financing sources (uses)
Transfers in 35,614 35,614
Transfers out (5,000) (5,000)

Total other financing sources (uses) 35,614 (5,000) 30,614

Net change in fund balances 463,709 (1,515) 462,194

Fund balances, beginning of year 3,554,829 293,600 3,848,429

Fund balances, end of year S 4,018,538 S 292,085 S 4,310,623

The accompanying notes are an integral part of these financial statements.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

• Reconciliation of the Statement of Revenue, Expenditures and •.••.•...•••._ •......•.•......•.•......•.............•...•.•.•••.••.•
Changes in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended December 31, 2011

Net change in fund balances - total governmental funds S 462,194

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

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.
Depreciation expense (21,008)

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds, but rather are deferred
to the following fiscal year.
Net change in deferred property taxes receivable (64,914)

Repayment of bond principal is an expenditure in the governmental funds,
but the repayment reduces long term-liabilities.
Principal payments on long-term liabilities 65,000

Some expenses reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expenditures in
governmental funds.
Change in accrued interest payable on long-term debt
Change in the accrual for compensated absences

1,167
1,998

Change in net assets of governmental activities S 444,437

The accompanying notes are an integral part of these financial statements.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

IStatement of Revenue, Expenditures and Changes in Fund Balances
General Fund
For the Year Ended December 31, 2011

Original Final
Budszet Budget Actual

Actual over
(under) Final

Budget
Revenue

Taxes S 1,268,839 S 1,268,839 S 1,274,981 S 6,142
Special assessments 78,418 78,418 90,182 11,764
Licenses and permits:

Landfill 55,000 55,000 81,560 26,560
Planning, zoning & building 64,945 128,145 114,915 (13,230)
Franchise fees 67,100 67,100 82,944 15,844

State revenue sharing 257,400 257,400 367,049 109,649
Charges for services:

Fire runs 11,300 11,300 10,227 (1,073)
Cemetery 10,000 11,000 13,130 2,130
Parks and recreation 500 500 1,178 678
Other 5,700 5,700 5,789 89

Interest 59,497 59,497 71,535 12,038
Rentals:

Parks 6,000 6,000 5,970 (30)
Other 7,800 7,800 7,800

~ Contributions and donations:
G.L.I.T. 1,900 1,900 1,917 17
Parks 3 3

Other revenue 200 200 1,163 963
Total revenue 1,894,599 1,958,799 2,130,343 171,544

Expenditures
Legislative:

Township board 42,589 42,589 30,275 (12,314)
General government:

Supervisor 27,769 27,769 26,596 (1,173)
Elections 3,450 3,450 2,030 (1,420)
Assessor 60,958 60,958 60,349 (609)
Attorney 45,000 45,000 18,066 (26,934)
Clerk 67,276 67,276 64,029 (3,247)
Board of review 1,570 1,570 1,503 (67)
Treasurer 68,671 68,671 67,434 (1,237)
General services administration 410,315 413,825 370,133 (43,692)
Buildings and grounds 157,376 157,376 138,228 (19,148)
Other property 200 200 94 (106)
Cemetery 7,673 8,673 7,378 (1,295)
Insurance 23,500 23,500 19,194 (4,306 )
Refunds and rebates 12,550 12,550 6,902 (5,648)

Total general government 886,309 890,819 781,936 (108,883)

r=>. continued
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

• Statement of Revenue, Expenditures and Changes in Fund Balances
For the Year Ended December 31, 2011

Expenditures (continued)
Public safety and health:

Public safety and health
Building inspection

Total public safety and health

I

Original Final
,

Budget Budget Actual

Actual over
(under) Final

Budget

Recreation and cultural
Parks and recreation

$ 350,577 $ 350,577 $ 286,193 $ (64,384)
435 460 342 (118)

351,012 351,037 286,535 (64,502)

15,000 15,210 15,206 (4)
245,276 285,276 273,732 (11,544)
29,669 29,669 27,224 (2,445)

289,945 330,155 316,162 (13,993)

157,846 221,046 192,142 (28,904)

13,179 13,179 3,664 (9,515)

67,500 67,500 (67,500)
'-..../-

65,000 65,000 65,000
26,535 26,535 26,534 (1)
91,535 91,535 91,534 (1)

1,899,915 2,007,860 1,702,248 (305,612)

(5,316) (49,061) 428,095 477,156

22,320 26,065 35,614 9,549

17,004 (22,996) 463,709 486,705

3,554,829 3,554,829 3,554,829

$ 3,571,833 $ 3,531,833 $ 4,018,538 $ 486,705

Public works
Drains at large
Highways, streets, and bridges
Street lighting

Total public works

Community and economic development
Planning and zoning

Capital outlay

Debt service
Principal
Interest

Total debt service

Total expenditures

Revenue over (under) expenditures

Other financing sources
Transfers in

Net change in fund balances

Fund balance, beginning of year

Fund balance, end of year

The accompanying notes are an integral part of these financial statements.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN
r>.

IIStatement of Net Assets
Proprietary Funds
December 31, 2011

Water:
Extension

Assets I
Current assets:

Cash and cash equivalents S 251,281 S 178,764 S 430,045
Restricted cash 16,089 21,829 40,918
Investments 1,815,720 44l85~ 2,265,577
Accounts receivable 6,046 6,046
Interest receivable 98,402 34,211 132,613
Current portion of special assessments receivable 200,998 81,153 282,151
Prepaid expenses 24,476 24,476
Deferred charges 55,803 18,998 74,801

Total current assets 2,468,815 787,812 3,256,627

Noncurrent assets:
Special assessments receivable, net of current portion 1,507,424 524,282 2,031,706
Investment in joint venture 1,102,657 1,102,657
Capital assets being depreciated, net 5,341,872 5,341,872

Total noncurrent assets 7,951,953 524,282 8,476,235
- r>.

Total assets 10,420,768 1,312,094 11,732,862

Liabilities
Current liabilities:

Accounts payable 72,836 72,836
Accrued interest payable 61,010 19,587 80,597
Current portion of long-term debt 225,000 110,000 335,000

Total current liabilities 286,010 202,423 488,433

Long-term liabilities-
Due in more than one year 1,846,157 725,841 2,571,998

Total liabilities 2,132,167 928,264 3,060,431

Net assets
Invested in capital assets, net related debt 3,270,715 3,270,715
Unrestricted 5,017,886 383,830 5,401,716

Total net assets S 8,288,601 S 383,830 S 8,672,431

The accompanying notes are an integral part of these financial statements.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

• Statement of Revenue, Expenses and Changes in Fund Net Assets '----"
Proprietary Funds
For the Year Ended December 31, 2011

Sewage Water
Disp-osal Extension Totals

Operating revenue
User fee charges S 350,110 S 87,014 S 437,124
Hook-up fees and permits 191,715 55,420 247,135
Other 24,217 24,217

Total operating revenue 566,042 142,434 708,476

Operating expense
General administration 40,678 2,355 43,033
Sewage plant administration 284,439 284,439
Other operating costs 77,067 77,067
Depreciation 196,997 196,997

Total operating expense 522,114 79,422 601,536

Operating income 43,928 63,012 106,940

Nonoperating revenue (expenses)
Interest revenue 95,344 34,977 130,321 <::»
Interest expense (91,258) (37,466) (128,724)
Gain on investment in SCCMUA 56,997 56,997

Total nonoperating revenue (expense) 61,083 (2,489) 58,594

Income before capital contributions and transfers 105,011 60,523 165,534

Transfers out (27,634) (2,980) (30,614)

Change in net assets 77,377 57,543 134,920

Net assets, beginning of year 8,211,224 326,287 8,537,511

Net assets, end of year S 8,288,601 S 383,830 S 8,672,431

The accompanying notes are an integral part of these financial statements.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN
r>.

• Statement of Cash Flows
Proprietary Funds
For the Year Ended December 31, 2011

Water
Extension Totals

Cash flows from operating activities
Cash received from customers S 572,933 S 142,434 S 715,367
Cash payments to suppliers for goods and services (343,531) (4,260) (347,791 )

Net cash provided by operating activities 229,402 138,174 367,576

Cash flows from noncapital financing activities
Transfers out (27,634) (2,980) (30,614)

Cash flows from capital and related
financing activities

Payments received on special assessments 230,954 81,320 312,274
Interest payments (97,086) (38,859) (135,945)
Principal payments (230,000) (110,000) (340,000)
Premium on special assessment debt (785) (162) (947)

r=>; Net cash used in capital and
related financing activities (96,917) (67,701) (164,618)

Cash flows from investing activities
Purchase of investments (239,030) (239,030)
Proceeds from sale of investments 38,967 38,967
Interest received 103,755 35,933 139,688

Net cash provided (used) by investing activities (135,275) 74,900 (60,375)

Net increase (decrease) in cash and cash equivalents (30,424) 142,393 111,969

Cash and cash equivalents, beginning of year 297,794 61,200 358,994

Cash and cash equivalents, end of year S 267,370 S 203,593 S 470,963
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

• Statement of Cash Flows <::
For the Year Ended December 31, 2011

Sewage Water
Dis~osal Extension Totals

Reconciliation to the Statement of Net Assets
Cash and cash equivalents $ 251,281 $ 178,764 $ 430,045
Restricted cash 16,089 24,829 40,918

267,370 203,593 470,963

Cash flows from operating activities
Operating income 43,928 63,012 106,940
Adjustments to reconcile operating income to
net cash provided (used) by operating activities:
Depreciation 196,997 196,997
(Increase) decrease in:
Accounts receivable 6,891 6,891
Prepaid expenses (24,476) (24,476)
Deferred charges 6,062 2,326 8,388
Accounts payable 72,836 72,836

Net cash provided by operating activities $ 229,402 $ 138,174 $ 367,576

'---./ -

The accompanying notes are an integral part of these financial statements.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

_ Statement of Fiduciary Net Assets
December 31, 2011

Agency
Fund

Assets
Cash and cash equivalents S 1,800,339

Liabilities
Current tax distributions and deposits payable S 1,800,339

The accompanying notes are an integral part of these financial statements.
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WATERTOWN CHARTER TOWNSHIP. MICHIGAN

• Notes To Financial Statements C:8:::=~::::==~~~::Z===~===::~~
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

Watertown Charter Township, Michigan is a municipal corporation governed by an elected supervisor and a
seven-member board. The Township has adopted the position of the Governmental Accounting Standards
Board (GASB) Statement #14 regarding the definition of reporting entity and has determined that no entities
should be consolidated into the financial statements as component units. The criteria for in,cluding a
component unit include significant operational or financial relationships with the government.

Government-Wide and Fund Financial Statements

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

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include: 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

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

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements,
except for agency funds, which do not have a measurement focus. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period.

For this purpose, the government considers revenues to be available if they are collected within 60 days of
the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as
under accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.
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WATERTOWN CHARTER TOWNSHIP, MICHIGAN

• Notes To Financial Statements

Property taxes, intergovernmental revenue, licenses, and interest associated with the current fiscal period
are all considered to be susceptible to accrual and as such have been recognized as revenues of the current
fiscal period. Only the portion of special assessments receivable due within the current fiscal period is
considered to be susceptible to accrual as revenue of the current period. All other revenue items are
considered to be measurable and available only when cash is received by the government.

The Township reports the following major governmental funds:

The General Fund is the government's primary operating fund. It accounts for all the financial resources
of the general government, except those accounted for and reported in another fund.

The Township reports the following major proprietary funds:

The sewage disposal fund accounts for the activities of the government's sewage disposal system.

The water extension fund accounts for the debt payments of the government's water distribution
system.

Additionally, the Township reports the following fund types:

Capital Projects Funds are used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for capital outlays, including the acquisition or construction of
capital facilities and other capital assets.

Agency Funds are custodial in nature and do not present results of operations or have a measurement
focus. These funds are used to account for assets that the government holds for others in an agency
capacity (such as taxes collected for other governments).

As a general rule, the effect of interfund activity has been eliminated from the government wide financial
statements. Exceptions to this general rule are payments in lieu of taxes and various other functions of the
government. Elimination of these charges would distort the direct costs and program revenues reported for
the various functions concerned. The General Fund provides certain central services to other funds of the
Township which are presented as program expenses in the funds receiving services. The related General
Fund revenue has been netted against program expense in the government-wide statement of activities.

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

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with
a proprietary fund's principal ongoing operations. The principal operating revenues of the enterprise funds
and of the government's internal service funds are charges to customers for sales and services. Operating
expenses for enterprise funds and internal service funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.
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• Notes To Financial Statements ~";;';"'~~WiIIi"",,"-...JIIi.;"""';;:::""""""""_""""':..iLo"""'~~~

Restricted net assets are assets that are subject to restrictions beyond the government's control. The
restrictions may be externally imposed or imposed by law. When both restricted and unrestricted resources
are available for use, it is the government's policy to use restricted resources first, then unrestricted
resources as they are needed.

Assets, liabilities and equity

Deposits and investments

The government's cash and cash equivalents are considered to be cash on hand, demand deposits and short-
term investments with original maturities of three months or less from the date of acquisition.

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

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

Certificates of deposit, savings accounts, deposit accounts or depository receipts of a qualified financial
institution.

Commercial paper rated at the time of purchase within the two highest classifications established by not
less than two standard rating services and that matures not more than 270 days after the date of
purchase.

Bankers' acceptances of United States banks.

Obligations of the State of Michigan and its political subdivisions, that, at the time of purchase are rated
as investment grade by at least one standard rating service.

Mutual funds registered under the Investment Company Act of 1940 with the authority to purchase only
investment vehicles that are legal for direct investment by a public corporation.

Receivables and payables

Transactions between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as either "due to/from other funds" (i.e., the current portion of
interfund loans) or "advances to/from other funds" (i.e., the non-current portion of interfund loans). All
other outstanding balances between funds are reported as "due to/from other funds." Any residual balances
outstanding between the governmental activities and business-type activities are reported in the
government-wide financial statements as "internal balances."

Prepaid items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both government-wide and fund financial statements.
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Capital assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business type activities
columns in the government wide financial statements. The government defines capital assets as assets with
an initial, individual cost of more than $5,000 and an estimated useful life in excess of two years. Such
assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities, if any, is included as
part of the capitalized value of the asset constructed.

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

Years

Land improvements
Building and improvements
System infrastructure
Vehicles
Equipment

40
15-40

40
5

5-10

Compensated absences

It is the government's policy to permit eligible employees to accumulate earned but unused vacation and
sick pay benefits. Union employees are allowed to accumulate an unlimited amount of sick leave and non-
union employees are allowed to accumulate 480 hours of sick leave, which is paid only upon illness while in
the employ of the Township or at a rate of 50% upon termination of employment. Union employees are
allowed to accumulate five days of vacation time and non-union employees are allowed to accumulate ten
days of vacation time. Employees are only paid for unused vacation at the time of termination. A liability
for these amounts is reported in governmental funds only if they have matured, for example, as a result of
employee resignations or retirements.

Long-term obligations

In the government wide financial statements and proprietary fund types in the fund financial statements,
long term debt and other long term obligations are reported as liabilities in the applicable governmental
activities, business type activities, or proprietary fund type statement of net assets. Bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the
effective interest method. Bonds payable are reported net of the applicable bond premium or discount.
Bond issuance costs are reported as deferred charges and amortized over the term of the related debt.
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In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expenditures.

Fund equity

Governmental funds report nonspendable fund balance for amounts that cannot be spent because they are
either (a) not in spendable form or (b) legally or contractually required to be maintained intact. Restricted
fund balance is reported when externally imposed constraints are placed on the use of resources by
grantors, contributors, or laws or regulations of other governments. Committed fund balance is reported for
amounts that can only be used for specific purposes pursuant to constraints imposed by formal action of the
Board of Trustees (the government's highest level of decision- making authority). A motion by the Board of
Trustees 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. The Board of Trustees will assign any fund balance
amounts. Unassigned fund balance is the residual classification for the General Fund.

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

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may differ from those
estimates. The Township utilizes various investment instruments which are exposed to various risks, such as
interest rate, credit and overall market volatility. Due to the level of risk associated with certain
investment securities, it is reasonably possible that changes in the values of investment securities will occur
in the near term and that such changes could materially affect the amounts reported in the financial
statements.

2. BUDGETARY INFORMATIONL:J~~3i~~Jl:==~~~~iE~?"\'~~
An annual budget is adopted on a basis consistent with generally accepted accounting principles for the
general fund. All annual appropriations lapse at fiscal year end.

The budget for the General Fund is adopted at the department level.

The government does not utilize encumbrance accounting.
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3. DEPOSITSAND INVESTMENTS

A reconciliation of cash and investments as shown on the Statement of Net Assets and Statement of
Fiduciary Net Assets to deposits and investments as classified for note disclosure purposes is as follows:

Primary
Government

Statement of Net Assets
Cash and investments
Restricted cash
Investments

$ 2,197,330
40,918

5,358,387

Statement of Fiduciary Net Assets
Cash and cash equivalents 1,800,339

Total $ 9,396,974

Following is a reconciliation of deposit and investment balances as of December 31, 2011:

Deposits and investments
Bank deposits:

Checking and savings accounts
Investments
Cash on hand

$ 7,569,750
1,826,824

400

Total $ 9,396,974

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a bank failure, the
Township's deposits may not be returned. State law does not require and the Township does not have a
policy for deposit custodial credit risk. As of year end, $4,111,353 of the Township's bank balance of
$7,684,386 was exposed to custodial credit risk because it was uninsured and uncollateralized.

The Township chooses to disclose its investments by specifically identifying each. As of year end, the
Township had the following investments:

Carrying
amount Credit Rating

Governmental money market funds:
Citizens
MBIA

$ 531,578
1,295,246

n/a
AAAm SfrP

n/a
n/a

Total $ 1,826,824
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Custodial Credit Risk - Investments. For an investment, custodial credit risk 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. State law does not require and the
Township does not have a policy for investment custodial credit risk. None of the Township's investments
were exposed to custodial credit risk at year end.

Credit Risk. State law limits investments to specific government securities, certificates of deposits and
bank accounts with qualified financial institutions, commercial paper with specific maximum maturities and
ratings when purchased, bankers acceptances of specific financial institutions, qualified mutual funds and
qualified external investment pools as identified in the list of authorized investments in the accounting
policies. The Township's investment policy does not have specific limits in excess of state law on
investment credit risk. Credit risk ratings, where applicable, have been identified above for the Township's
investments.

Interest Rate Risk. State law limits the allowable investments and the maturities of some of the allowable
investments as identified in the accounting policies. The Township's investment policy does not have
specific limits in excess of state law on investment maturities as a means of managing its exposure to fair
value losses arising from increasing interest rates. Maturities of investments, where applicable, have been
identified above for the Township's investments.

Concentration of Credit Risk. State law limits allowable investments but does not limit concentration of
credit risk as identified in the list of authorized investments in the accounting policies. The Township's
investment policy does not have specific limits in excess of state law on concentration of credit risk. All
investments held at year end are reported above.

4. RECEIVABLES <:>

Receivables are comprised of the following at year-end:

Water Amounts Not
Disposal Expected to be

Gener-al Enterprise Collected Wittlin
Fund Fund rota I One Year

Accounts S S 6,046 S S 6,046 S
Taxes 607,773 607,773
Special assessments 521,560 1,708,422 605,435 2,835,417 2,031,706
Interest 98,402 34,211 132,613
Due from

other government 117,618 117,618

S 1,246,951 S 1,812,870 S 639,646 S 3,699,467 S 2,031,706
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Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also defer
revenue recognition in connection with resources that have been received, but not yet earned. At the end
of the current fiscal year, the various components of deferred revenue and unearned revenue reported in
the governmental funds were as follows:

Unavailable Unearned Total
Governmental Funds

Special assessments not yet due $
Property taxes levied for next year

522,655 s s 522,655
1,251,575 1,251,575

$ 522,655 $ 1,251,575 $ 1,774,230

5. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Payables are comprised of the following at year-end:

i Sewage ! Water -~

• Government- ! Disposal Disposal
General Wide Enterprise I Enterprise

~Fund Statements I Fund Fund Total

Accounts s 16,247 s $ s 72,836 s 89,083

+-r:">: Accrued wages 18,799 18,799
Accrued interest 11,899 61,010 19,587 92,496
Other liabilities 1,765 1,765

s 36,811 s 11,899 s 61,010 s 92,423 s 202,143

6. INTERFUND RECEIVABLESAND PAYABLES AND TRANSFERS

Interfund balances resulted primarily from the time lag between the dates that (1) interfund goods and
services are provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting
system, and (3) payments between funds are made. At December 31, 2011, there were no due to/due from
other funds present.

For the year ended December 31, 2011, interfund transfers consisted of $27,634 and $2,980 from the
Sewage Disposal Enterprise Fund and the Water Extension Enterprise Fund, respectively, to the General
Fund for administrative costs. In addition, the Cemetery Improvement nonmajor governmental fund
transferred $5,000 to the General Fund for cost reimbursement.

Transfers are used to: (1) move revenues from the fund that is required to collect them to the fund that is
required or allowed to expend them; (2) move receipts restricted to or allowed for debt service from the
funds collecting the receipts to the debt service fund as debt service payments become due; and (3) use
unrestricted revenues collected to finance various programs accounted for in other funds in accordance with
budgetary authorizations.
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7. CAPITAL ASSETS

Primary government

Capital asset activity for the primary government for the year ended December 31, 2011, was as follows:

Beginning
Additions Disposals Transfers Ending Balance

Balance

Governmental Activities
Capital assets, not being depreciated:

Land $ 42,187 $ $ s s 42,187

Capital assets, being depreciated:
Land improvements 103,375 103,375
Buildings and improvement: 180,842 180,842
Equipment 126,366 (60,074) 66,292
Vehicles 27,300 27,300

437,883 (60,074) 377,809

Less accumulated depreciation for:
Land improvements (2,584) (2,584) (5,168)
Buildings and improvement: (107,153) (7,350) (114,503)
Equipment (112,761) (11,074) 60,074 (63,761)
Vehicles (5,022) (5,022)

(227,520) (21,008) 60,074 (188,454) '-.....J

Total capital assets
being depreciated, net 210,363 (21,008) 189,355

Governmental activities
capital assets, net s 252,550 s (21,008) $ s s 231,542

Beginning
Additions Disposals Transfers Ending Balance

Balance

Business-type Activities
Capital assets, being depreciated:

Sewage disposal system $ 7,877,912 $ s $ $ 7,877,912

Less accumulated depreciation for:
Sewage disposal system (2,339,043) (196,997) (2,536,040)

Total capital assets
being depreciated, net 5,538,869 (196,997) 5,341,872

Business-type activities
capital assets, net s 5,538,869 $ (196,997) $ s $ 5,341,872
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Depreciation expense was charged to functions/programs of the primary government as follows:

Depreciation of governmental activities by function
General government
Recreation and culture

s 16,447
4,561

S 21,008

Depreciation of business-type activities by function
Sewage disposal s 196,997

8. LONG-TERM DEBT EZ::::;:::::::;;:::==:;;::Z:E~iZ:::::~
Long-term debt activity for the year ended December 31, 2011, was as follows:

Beginning
Additions Deductions Ending Balance

Due Within One
Balance Year

Governmental Activities
$345,000 special assessment
bonds due in annual
installments of $5,000 to
$25,000 through August 1,
2021, interest at 5% $ 265,000 $ $ (25,000) $ 240,000 $ 25,000

~
$535,000 special assessment
bonds due in annual
installments of $20,000 to
$40,000 through August 1,
2021, interest at 3.875% 395,000 (40,000) 355,000 40,000

Compensated absences 46,233 18,500 (20,499) 44,234 4,423

Total $ 706,233 $ 18,500 $ (85,499) $ 639,234 $ 69,423

Beginning
Additions Deductions Ending Balance

Due Within One
Balance Year

Business-type Activities
$995,000 sewage disposal
system bonds due in
annual installments of
$50,000 to $60,000 through
March 1, 2020, interest
at 5.1% to 7.5% s 600,000 $ $ (60,000) $ 540,000 s 60,000
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Beginning
Additions Deductions Ending Balance

Due Within One
Balance Year

$360,000 special assessment
bonds due in annual
installments of $25,000 to
$30,000 through August 1,
2018, interest at 2.3% to 4.1?< $ 210,000 $ $ (25,000) $ 185,000 s 25,000

$990,000 special assessment
bonds due in annual
installments of $70,000 to
$75,000 through August 1,
2018, interest at 2.6% to 4.6?< 570,000 (70,000) 500,000 70,000

$150,000 special assessment
bonds due in annual
installments of $100,000 to
$15,000 through August 1,
2018, interest at 2.3% to 4.1?< 90,000 (10,000) 80,000 10,000

$2,010,000 special assessment
bonds due in annual
installments of $85,000 to
$150,000 through August 1,
2021, interest at 3.875% 1,485,000 (145,000) 1,340,000 140,000 ~

$395,000 special assessment
bonds due in annual
installments of $15,000 to
$30,000 through August 1,
2021, interest at 3.875% 290,000 (30,000) 260,000 30,000

Unamortized bond discounts (8,531) 1,067 (7,464)
Unamortized bond premiums 10,406 (944) 9,462

Total s 3,246,875 s $ (339,877) $ 2,906,998 $ 335,000

Annual debt service requirements to maturity for long-term debt are as follows:

Governmental Activities Business-tYI e Activities

r Year Ended Principal a· Interest , Principal ; InterestDecember 31,

2012 s 65,000 $ 25,756 s 335,000 s 122,310
2013 60,000 22,956 335,000 108,501
2014 60,000 20,350 330,000 94,538
2015 60,000 17,744 325,000 80,599
2016 60,000 15,138 325,000 66,702

2017·2021 290,000 36,844 1,255,000 132,950

s 595,000 s 138,788 $ 2,905,000 s 605,600 <::
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Southern Clinton Township Municipal Utilities Authority

The Southern Clinton Township Municipal Utilities Authority was created by contractual agreement between
the Township, DeWitt Charter Township, Bath Charter Township, and the City of DeWitt to operate,
maintain, administer and manage the sewage disposal system for the benefit of the contracting
municipalities. Currently, the Township's ownership percentage in the joint venture is 16.202%. As of
December 31, 2010, the date of the most recent audit report of the Authority, the Township's share of the
Authority's net assets was $1,102,657. Separate financial statements for the Southern Clinton Township
Municipal Utilities Authority are available at the office of the Authority at 3671 W. Herbison Road, DeWitt,
MI 48820.

Looking Glass Regional Fire Authority

The Township created a joint fire department with Eagle Township to be known as the Looking Glass
Regional Fire Authority. The Authority will provide fire protection services to the entire geographical area
comprising Eagle Township and the Charter Township of Watertown, and may contract with other
municipalities to provide fire protection services. Currently, the Authority is funded primarily through
contributions from Watertown Charter Township (62%) and Eagle Township (38%). During the year ended
December 31, 2011, the Township contributed $283,005 to the Authority. Separate financial statements for
the Looking Glass Regional Fire Authority are available at the office of the Authority at 7720 W. Grand River
Avenue, Grand Ledge, MI 48837.

-,~
10. RISK MANAGEMENT -.. ..-._ •••.•••_ ••••.•••..•••....•• ••.•••••••••••.••••• .•.••••••••••••.••••••.••••_

Primary Government

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. During the year ended
December 31, 2011, the government carried commercial insurance to cover all risks of losses. The Township
has had no settled claims from these risks that exceeded its commercial coverage in any of the past three
fiscal years.

The government's property taxes are levied on the assessed taxable value of property in the Township each
December 1, which is the lien date, and are due in full by March 1 of the succeeding year, at which time
uncollected taxes become delinquent. The December 1 levy is recorded as receivable and deferred revenue
at year end because it is intended to fund expenditures of the following fiscal year.

Assessed values as established annually by the government, and subject to acceptance by the Township, are
equalized by the State at an estimated 50% of current market value. Real and personal property in the
Township for the 2010 levy were assessed and equalized at $247,480,294 (not including properties subject
to Industrial Facilities Tax exemption), representing roughly 50% of estimated current market value. The
government's general operating tax rate for the 2010 levy was 4.5277 mills.
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12. CONTINGENT LIABILITIES ~~ ••••.•__ ....:.-. ..•.•.•••'""""'.:......"'""'"-.....-_""""'~.-.."""""'=•..•

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already collected,
may constitute a liability of the applicable funds. The amount, if any, of expenditures which may be
disallowed by the grantor cannot be determined at this time although the Township expects such amounts,
if any, to be immaterial.

13. PENSION PLAN

The Watertown Charter Township Group Pension Plan is a defined contribution pension plan established by
the Township to provide retirement benefits to all participating full-time employees of the Township. Plan
provisions and contribution requirements are established and may be amended by the Township Board. The
Township is required to contribute 10% of employee gross earnings. Employee contributions are optional.
Employee contributions vest immediately, whereas employer contributions vest at a rate of 20% per year.

For the year ended December 31, 2011, the Township's contribution to the Plan was $47,095. Employee
contributions were $8,745.

14. STATE CONSTRUCTION CODE ACT COMPLIANCE

Public Act 245 of 1999 amended the State Construction Act to require Michigan municipal governments to
establish fees that bear a reasonable relationship to the cost of operating their building departments,
effective January 1, 2000. The Township has elected to record this activity in the General Fund.

For the year ended December 31, 2011, the Township's revenue and expenditures related to its building
department were as follows:

Revenue· building fee revenue
Expenditures

s 107,890
(132,234)

Current year loss $ (24,344)

Loss absorbed in 2001-2011 s (107,399)
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15. FUND BALANCES - GOVERNMENTAL FUNDS

General Fund I
,y Nonmajor I

TotalFunds

Nonspendable:
Prepaids s 14,618 $ $ 14,618

Restricted for:
Debt covenants 266,688 266,688
Township Improvement 221,194 221,194
Cemetery improvement 70,891 70,891

Total restricted 266,688 292,085 558,773

Committed for:
Parks 91,244 91,244
Cemetery 57,500 57,500
Office building and grounds 308,862 308,862
Roads and bridges 900,186 900,186
Fire expenditures and

capital improvements 153,997 153,997
Legal expenditures 195,000 195,000
Capital expenditures 75,000 75,000

~~ Total committed 1,781,789 1,781,789

Unassigned 1,955,443 1,955,443

Total fund balances,
governmental funds s 4,018,538 $ 292,085 s 4,310,623

16. NET ASSETS- BUSINESSTYPE ACTIVITIES

Net assets" invested in capital assets net of related debt for business type activities consists of sewer fund
capital assets of $5,341,872 less related bonded indebtedness of $2,071,157 .

•••••
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Nonmajor Governmental Funds
December 31, 2011

Capital
Projects

Township
Improvement

Revolving

Capital
Projects

Cemetery
Improvement Totals

Assets
Cash and cash equivalents
Investments

s 1,742 $
219,452

4,524 $
66,367

6,266
285,819

Total assets s 221,194 $ 70,891 =$===2=9=2=,0=85=

Fund balances
Restricted 221,194 70,891 292,085

Total liabilities and fund balances s 221,194 s 70,891 =$===2=9=2=,0=85=

=r>.
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Nonmajor Governmental Funds
For the Year Ended December 31, 2011

Capital
Projects Capital

Township Pr:ojects
hnprovement Cemetery

Revolving Im(>rovement

Revenue
Charges for services-cemetery S S 2,970 S 2,970
Interest and rentals 165 350 515

Total revenue 165 3,320 3,485

Other financing sources
Transfers out (5,000) (5,000)

Net changes in fund balances 165 (1,680) (1,515)

Fund balances, beginning of year 221,029 72,571 293,600

<:»
Fund balances, end of year S 221,194 S 70,891 S 292,085
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