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INDEPENDENT AUDITORS' REPORT

Board of Trustees

Charter Township of East Bay, Michigan

Traverse City, Michigan

Report on Audit of the Financial Statements

Opinions

Basis for Opinions

June 6, 2022

We have audited the accompanying financial statements of the governmental activities, the business-

type activities, each major fund, and the aggregate remaining fund information of the Charter 

Township of East Bay, Michigan (the "Township"), as of and for the year ended December 31, 2021,

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 is responsible for the preparation and fair presentation of the financial statements in

accordance with accounting principles generally accepted in the United States of America, and for 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. 

Responsibilities of Management for the Financial Statements

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

respects, the respective financial position of the governmental activities, the business-type activities,

each major fund, and the aggregate remaining fund information of the Township, as of December 31,

2021, and the respective changes in financial position, and, where applicable, cash flows thereof, and

the budgetary comparisons for the general fund and each major special revenue fund for the year

then ended in accordance with accounting principles generally accepted in the United States of

America.

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America (GAAS) and the standards applicable to financial audits contained in Government 

Auditing Standards , issued by the Comptroller General of the United States. Our responsibilities

under those standards are further described in the Independent Auditors’ Responsibilities for the

Audit of the Financial Statements section of our report. We are required to be independent of the

Township and to meet our other ethical responsibilities, in accordance with the relevant ethical

requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basis for our audit opinions.
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•

•

•

•

In performing an audit in accordance with GAAS and Government Auditing Standards,  we:

Misstatements are considered material if there is a substantial likelihood that, individually or in the

aggregate, they would influence the judgment made by a reasonable user based on the financial

statements.

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole

are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report

that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute

assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and

Government Auditing Standards  will always detect a material misstatement when it exists. The risk of 

not detecting a material misstatement resulting from fraud is higher than for one resulting from

error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the

override of internal control. 

Independent Auditors’ Responsibilities for the Audit of the Financial Statements

In preparing the financial statements, management is required to evaluate whether there are

conditions or events, considered in the aggregate, that raise substantial doubt about the Township’s

ability to continue as a going concern for twelve months beyond the financial statement date,

including any currently known information that may raise substantial doubt shortly thereafter. 

We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit, significant audit findings, and certain internal

control–related matters that we identified during the audit.

exercise professional judgment and maintain professional skepticism throughout the audit.

identify and assess the risks of material misstatement of the financial statements, whether due

to fraud or error, and design and perform audit procedures responsive to those risks. Such

procedures include examining, on a test basis, evidence regarding the amounts and disclosures

in the financial statements.

obtain an understanding of internal control relevant to the audit 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 Township’s internal control. Accordingly, no such opinion is

expressed.

evaluate the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management, as well as evaluate the overall presentation of the

financial statements.
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Required Supplementary Information

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 6,

2022, on our consideration of the Township's internal control over financial reporting and on our

tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements

and other matters. The purpose of that report is to describe the scope of our testing of internal

control over financial reporting and compliance and the results of that testing, and not to provide an

opinion on the internal control over financial reporting or on compliance. That report is an integral

part of an audit performed in accordance with Government Auditing Standards in considering the

Township's internal control over financial reporting and compliance.

Our audit was conducted for the purpose of forming opinions on the financial statements that

collectively comprise the Township's basic financial statements. The combining fund financial

statements 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 to the underlying accounting and other records used to prepare the basic financial

statements. The information has been subjected to the auditing procedures applied in the audit of

the basic financial statements and certain additional procedures, including comparing and reconciling

such information directly to the underlying accounting and other records used to prepare the basic

financial statements or to the basic financial statements themselves, and other additional procedures

in accordance with auditing standards generally accepted in the United States of America. In our

opinion, the combining fund financial statements are fairly stated, in all material respects, in relation

to the basic financial statements as a whole.

Supplementary Information

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

Management’s Discussion and Analysis, as listed in the table of contents, 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.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Management's Discussion and Analysis

Financial Highlights

· Total net position  $  31,994,066 

· Change in total net position         1,415,894 

· Fund balances, governmental funds         4,430,858 

· Change in fund balances, governmental funds              94,813 

· Unassigned fund balance, general fund         2,212,999 

· Change in fund balance, general fund              90,724 

· Long-term debt outstanding 5,090,945       

· Change in long-term debt (731,261)         

Overview of the Financial Statements

As the Board of Charter Township of East Bay, Grand Traverse County, 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, 2021.

This discussion and analysis is intended to serve as an introduction to the Township’s basic financial statements. The Township’s basic

financial statements are comprised 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.

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.

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 general

government, public safety, health and welfare, public works, community and economic development, and recreation and culture. The

business-type activities of the Township include sanitary sewer and water distribution operations.

Government-wide Financial Statements. The government-wide financial statements are designed to provide readers with a broad

overview of the Township’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the Township’s assets, liabilities and deferred inflows of resources with the 

difference reported as net position. Over time, increases or decreases in net position may serve as a useful indicator of whether the

financial position of the Township is improving or deteriorating.

The statement of activities presents information showing how the government’s net position changed during the most recent fiscal

year. All changes in net position are reported as soon as the underlying event giving rise to the change occurs, regardless of the timing

of related cash flows. Thus, revenues and expenses are reported 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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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Management's Discussion and Analysis

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 seven 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,

emergency services fund and municipal streets fund, which are considered to be major funds, and for the four nonmajor funds, the

street lights fund, the developers escrow fund, the public improvement fund and the Township improvement revolving fund in the

aggregate. The general fund is where the Township funds are held to cover normal budgeted expenditures for the year. 

The Township adopts annual appropriated budgets for all governmental funds. Budgetary comparison statements have been provided

for all major funds herein to demonstrate compliance with those budgets.

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.

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

accumulate all the money’s collected by the Township meant for another agency, for example, school taxes, Township taxes, library

taxes, escrow accounts.

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.  

Government-wide Financial Analysis

As noted earlier, changes in net position, over time, may serve as a useful indicator of a government’s financial position. In the case of

Charter Township of East Bay, assets for all activities exceeded liabilities and deferred inflows of resources by $31,994,066 at the close

of the most recent fiscal year.

Of the Township’s net position, $14,293,214 (44.7 percent) reflects its net investment in capital assets (e.g. land, land improvements,

buildings and improvements, equipment, vehicles, and sewage disposal system); less any related debt used to acquire those assets that

is outstanding. The Township uses these capital assets to provide services to citizens; consequently, these assets are not available 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. 

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, and  bond payments for the developments for which they are collected.
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Management's Discussion and Analysis

Net Position

Governmental Activities Business-type Activities Total

2021 2020 2021 2020 2021 2020

Current and other assets 11,474,621$   10,407,222$   10,963,501$   10,589,798$   22,438,122$   20,997,020$   

Capital assets, net 2,538,272       2,572,032       16,119,894     16,061,648     18,658,166     18,633,680     

Total assets 14,012,893     12,979,254     27,083,395     26,651,446     41,096,288     39,630,700     

Current liabilities 935,023          258,313          200,388          364,934          1,135,411       623,247          

Long-term debt 649,030          736,676          4,441,915       5,085,530       5,090,945       5,822,206       

Total liabilities 1,584,053       994,989          4,642,303       5,450,464       6,226,356       6,445,453       

Total deferred inflows

of resources 2,875,866       2,607,075       -                       -                       2,875,866       2,607,075       

Net position:

Net investment in capital assets 1,889,242       1,835,357       12,403,972     11,702,112     14,293,214     13,537,469     

Restricted for public safety 463,526          494,750          -                       -                       463,526          494,750          

Restricted for debt service 207,497          181,912          -                       -                       207,497          181,912          

Restricted for projects 72,482             60,916             -                       -                       72,482             60,916             

Unrestricted 6,920,227       6,804,255       10,037,120     9,498,870       16,957,347     16,303,125     

Total net position 9,552,974$     9,377,190$     22,441,092$   21,200,982$   31,994,066$   30,578,172$   

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 position, both for the government as a whole, as well as for its separate governmental and business-type activities.

An additional portion of the Township’s net position of $743,505 (2.3 percent) represents resources that are subject to external

restrictions on how they may be used. The Township may use the remaining balance of unrestricted net position of $16,957,347 (53.0

percent) to meet its ongoing obligations to citizens and creditors.

The government’s net position for all activities increased by $1,415,894 during the current fiscal year.  
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Management's Discussion and Analysis

Change in Net Position

Governmental Activities Business-type Activities Total

2021 2020 2021 2020 2021 2020

Program revenues:

Charges for services 869,955$        560,605$        2,980,916$     2,571,594$     3,850,871$     3,132,199$     

Operating grants 40,383             133,252          232,888          -                       273,271          133,252          

Capital grants and contributions -                       -                       -                       550,342          -                       550,342          

General revenues:

Property taxes 2,613,357       2,512,467       -                       -                       2,613,357       2,512,467       

State revenue sharing 1,134,642       975,303          -                       -                       1,134,642       975,303          

Rental, interest and other 34,732             150,351          188,476          346,241          223,208          496,592          

Total revenues 4,693,069       4,331,978       3,402,280       3,468,177       8,095,349       7,800,155       

Expenses:

General government 1,217,925       946,704          -                       -                       1,217,925       946,704          

Public safety 1,721,662       1,754,785       -                       -                       1,721,662       1,754,785       

Health and welfare 777,368          805,927          -                       -                       777,368          805,927          

Public works 254,611          149,609          -                       -                       254,611          149,609          

Community and economic

development 368,551          302,688          -                       -                       368,551          302,688          

Recreation and culture 176,268          183,977          -                       -                       176,268          183,977          

Interest on long-term debt 900                  912                  -                       -                       900                  912                  

Sewer -                       -                       1,081,571       841,573          1,081,571       841,573          

Water -                       -                       1,080,599       873,392          1,080,599       873,392          

Total expenses 4,517,285       4,144,602       2,162,170       1,714,965       6,679,455       5,859,567       

Change in net position 175,784          187,376          1,240,110       1,753,212       1,415,894       1,940,588       

Net position:

   Beginning of year 9,377,190       9,189,814       21,200,982     19,447,770     30,578,172     28,637,584     

End of year 9,552,974$     9,377,190$     22,441,092$   21,200,982$   31,994,066$   30,578,172$   

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.

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 Activities. The net position of the governmental activities increased by $175,784. This is due to a number of different

revenue streams increasing in 2021. For example, revenue from property taxes increased $100,890 or 4.0 percent due to an increase

in the taxable value of property. Additionally, revenue from state revenue sharing increased $159,339 or 16.3 percent due to additional

allocations from the State of Michigan. Lastly, charges for services revenue increased $309,350 or 55.2 percent due to an increase in

ambulance runs/services and the rates charged for those services. These increases were offset by governmental expenses increasing

$371,988 or 9.0 percent due to various expense increases related to general government, public works and community and economic

development.

Business-type Activities. The net position of the business-type activities increased by $1,240,110. The increase is the result of an

increase in user fee charges from increased usage, as well as maintaining expenses.
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Management's Discussion and Analysis

·

·

·

·

As of the end of 2021, the Township’s governmental funds reported combined ending fund balances of $4,430,858, an increase of

$94,813 in comparison with the prior year. Approximately 50.0 percent of this total amount, or $2,212,999, constitutes unassigned

fund balance, which is an adequate amount to keep the Township operating in the case of unforeseen emergencies. The nonspendable

portion of the fund balance, $521,991, represents amounts prepaid for 2022 expenses in 2021 and advances to other funds. The

restricted portion of the governmental fund balance, $710,237, is special assessment payments received for future bond payments,

restricted funds for public safety and restricted funds for projects. The assigned portion of the governmental fund balance, $961,001,

represents amounts assigned for specific purposes by action of the Township Board. The remainder of the fund balance, $24,630, is

committed, by action of the Township Board, for specific needs and projects.

Unrestricted net position of the sewer fund and water funds at the end of the year amounted to $5,177,935 and $4,859,185,

respectively. The sewer fund had a increase for the year of $348,556 and the water fund had an increase for the year of $891,554, in

total net position.  

General Fund Budgetary Highlights

A $25,000 decrease in budgeted intergovernmental revenues due to a grant application not being received and therefore no grant

being received.

A $20,500 increase in budgeted assessor expenditures for additional Michigan Tax Tribunal cases.

A $72,977 increase in budgeted highways, streets, and bridges expenditures for additional costs related to the roundabout project.

A $72,500 increase in budgeted parks and recreation expenditures for costs related to preconstruction engineering for a park

improvement project, as well as payroll related cost increases due to chart of account changes.

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 $2,212,999 while total fund balance was $3,661,105. The fund balance of the Township’s general fund increased by a

total $90,724 during the current fiscal year. The increase is the result of an effort to cut costs and increase fund balance for future

contingencies.

Proprietary Funds. The Township’s proprietary funds provide the same type of information found in the government-wide financial

statements, but in more detail.

The Township adopts an annual appropriated budget for its General Fund by resolution of the Board of Trustees. The Township budgets

conservatively. Revenues are budgeted based on historic trends coupled with knowledge of factors influencing revenue line items.

Expenditures are budgeted based on the previous years’ actual expense and department recommendations. The Township receives a

financial report at their monthly board meetings and is reviewed quarterly by the Board with the contracted accountant. Budget

amendments are included in the consent calendar and in agenda items, where appropriate. Budget amendments are voted and

approved at these regular monthly meetings, if necessary. Budget amendments are offered when administration observes dynamics

which may impact the original budget and offers an adjustment accordingly. Significant budgetary differences are briefly summarized

as follows.

The emergency services fund is a special revenue fund used to account for emergency services tax millage levied by the Township for

the operation of the police, ambulance and fire departments. At the end of the current fiscal year, fund balance consisted of restricted

funds of $428,640 and nonspendable funds of $34,886. The fund balance of the Township’s emergency services fund remained

consistent with the prior year, decreasing by $31,224.

The municipal streets fund is a special revenue fund used to account for special assessments used for the construction of roads in the

township. At the end of the current fiscal year, fund balance consisted of restricted funds of $209,115. The fund balance of the

Township’s municipal streets fund remained consistent with the prior year, increasing by $27,203.
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Management's Discussion and Analysis

Governmental Activities Business-type Activities Total

2021 2020 2021 2020 2021 2020

Land  $        762,604  $        762,604  $        151,926  $        151,926  $        914,530  $        914,530 

Construction in progress              63,678                         -                         -              57,124              63,678              57,124 

Roads and sidewalks            954,486            960,027                         -                         -            954,486            960,027 

Buildings and improvements            607,414            645,654                         -                         -            607,414            645,654 

Furniture and equipment            150,090            180,727                         -                         -            150,090            180,727 

Vehicles                         -              23,020                         -                         -                         -              23,020 

Water and sewer systems                         -                         -      14,105,583      13,939,696      14,105,583      13,939,696 

Septage treatment facilities                         -                         -         1,862,385         1,912,902         1,862,385         1,912,902 

Total capital assets, net  $    2,538,272  $    2,572,032  $  16,119,894  $  16,061,648  $  18,658,166  $  18,633,680 

Governmental Activities Business-type Activities Total

2021 2020 2021 2020 2021 2020

Special assessment bonds 627,300$        706,200$        -$                     -$                     627,300$        706,200$        

Installment purchase agreement 21,730             28,973             -                       -                       21,730             28,973             

Capital lease -                       1,503               -                       -                       -                       1,503               

Water system improvement bonds -                       -                       3,782,544       3,999,512       3,782,544       3,999,512       

Contractual obligations with the

County -                       -                       659,371          1,086,018       659,371          1,086,018       

Total bonded debt outstanding  $        649,030  $        736,676  $    4,441,915  $    5,085,530  $    5,090,945  $    5,822,206 

The increase in the Township’s investment in capital assets for the current fiscal year of $24,486 resulted primarily from significant

capital asset additions for the Hammond and Four Mile extension project, offset by annual depreciation expense. Additional

information on capital assets can be found in the notes to the financial statements.

In 2021, as compared to the General Fund original budget, actual revenues were 6.2 percent over budget. As compared to the

amended budget, the actual revenues were 9.3 percent over budget, primarily due to an increase in intergovernmental revenues

related to state revenue sharing payments. In 2021, as compared to the original budget, actual expenditures were 3.7 percent under

budget. As compared to the amended budget, the actual expenditures were 12.6 percent under budget due to a number of items:

election costs, which were budgeted for but no elections were held during the current year, amounts budgeted within capital outlay for

a project that was delayed due to a zoning ordinance rewrite, and amounts budgeted for a grant matching expense that did not occur

in the current year.

Long‑term Debt. At the end of the current fiscal year, the Township had total debt outstanding of $5,090,945. The bonds are backed

by the full faith and credit of the Township. The long-term debt of the Township decreased by $731,261 during 2021 as a result of

making scheduled principal payments during the year. Outstanding balances for the current year and the previous year ended

December 31 were as follows:

State statutes limit the amount of general obligation debt a governmental entity may issue to 10% of its total assessed valuation.

Additional information on long-term debt outstanding can be found in the notes to the financial statements.

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, 2021,

amounted to $18,658,166 (net of accumulated depreciation). Capital assets balances for the current year and the previous year ended

December 31 were as follows:
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Management's Discussion and Analysis

Economic Factors and Next Year’s Budget and Rates

·

·

·

·

This financial report is designed to provide a general overview of the Township’s finances to its citizens, customers, investors, and

creditors and to demonstrate the Township’s accountability for the resources it receives. If you have questions about this report or

need additional information, we welcome you to contact the Township Supervisor, Clerk, or Treasurer at the Township Hall, 1965 Three

Mile Road, Traverse City, Michigan 49696.

Collection of 0.7051 mill on Taxable Value.

Requests for Information

The following factors were considered in preparing the Township’s budget for the 2022 fiscal year:

Department managers operating with a conservative and fiscally responsible budget approach.

A 5.9% wage adjustment across all positions.

Tax Tribunal cases in process and before the Tribunal Court.
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Statement of Net Position
December 31, 2021

Governmental Business-type

Activities Activities Total

Assets

Cash and investments 6,075,359$       9,990,314$       16,065,673$     

Restricted cash and cash equivalents -                          725,993             725,993             

Receivables, net 2,406,768         393,395             2,800,163         

Prepaid items 100,517             -                          100,517             

Investment in joint venture 2,470,503         -                          2,470,503         

Capital contributions receivable -                          275,273             275,273             

Internal balances 421,474             (421,474)           -                          

Capital assets not being depreciated 826,282             151,926             978,208             

Capital assets being depreciated, net 1,711,990         15,967,968       17,679,958       

Total assets 14,012,893       27,083,395       41,096,288       

Liabilities

Accounts payable and accrued liabilities 146,633             200,388             347,021             

Escrow deposits 180,213             -                          180,213             

Unearned revenue 608,177             -                          608,177             

Long-term debt:

Due within one year 86,143               652,353             738,496             

Due in more than one year 562,887             3,789,562         4,352,449         

Total liabilities 1,584,053         4,642,303         6,226,356         

Deferred inflows of resources

Taxes levied for a subsequent period 2,875,866         -                          2,875,866         

Net position

Net investment in capital assets 1,889,242         12,403,972       14,293,214       

Restricted for public safety 463,526             -                          463,526             

Restricted for debt service 207,497             -                          207,497             

Restricted for projects 72,482               -                          72,482               

Unrestricted 6,920,227         10,037,120       16,957,347       

Total net position 9,552,974$       22,441,092$     31,994,066$     

The accompanying notes are an integral part of these financial statements.

Primary Government
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Statement of Activities
For the Year Ended December 31, 2021

Operating Net

Charges Grants and (Expense)

Functions / Programs Expenses for Services Contributions Revenues

Primary government

Governmental activities:

General government 1,217,925$       255,425$          23,929$            (938,571)$         

Public safety 1,721,662         8,072                 -                         (1,713,590)        

Health and welfare 777,368            293,003            16,454               (467,911)           

Public works 254,611            149,217            -                         (105,394)           

Community and economic development 368,551            164,238            -                         (204,313)           

Recreation and culture 176,268            -                         -                         (176,268)           

Interest on long-term debt 900                    -                         -                         (900)                   

Total governmental activities 4,517,285         869,955            40,383               (3,606,947)        

Business-type activities:

Sewer 1,081,571         1,450,259         -                         368,688            

Water 1,080,599         1,530,657         232,888            682,946            

Total business-type activities 2,162,170         2,980,916         232,888            1,051,634         

Total primary government 6,679,455$       3,850,871$       273,271$          (2,555,313)$      

Program Revenues
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Statement of Activities
For the Year Ended December 31, 2021

Primary Government

Governmental Business-type

Activities Activities Total

Changes in net position

Net (revenue) expense (3,606,947)$      1,051,634$       (2,555,313)$      

General revenues:

Property taxes 2,613,357         -                          2,613,357         

State revenue sharing 1,134,642         -                          1,134,642         

Tower rentals -                          231,668             231,668             

Other 25,852               2,694                 28,546               

Unrestricted investment earnings 8,185                 (45,886)             (37,701)             

Gain on sale of capital assets 695                    -                          695                    

Total general revenues 3,782,731         188,476             3,971,207         

Change in net position 175,784             1,240,110         1,415,894         

Net position, beginning of year 9,377,190         21,200,982       30,578,172       

Net position, end of year 9,552,974$       22,441,092$     31,994,066$     

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

Balance Sheet
Governmental Funds
December 31, 2021

Emergency Municipal Nonmajor

General Services Streets Funds Totals

Assets

Cash and cash equivalents 3,880,117$       1,667,991$       243,967$           283,284$           6,075,359$       

Receivables:

Accounts, net 46,255               167,138             -                          4,712                 218,105             

Taxes 234,094             1,180,365         -                          -                          1,414,459         

Special assessments -                          -                          579,558             -                          579,558             

Due from other governmental units 194,646             -                          -                          -                          194,646             

Prepaid items 65,631               34,886               -                          -                          100,517             

Due from other funds 500                     2,974                 -                          -                          3,474                 

Advances to other funds 421,474             -                          -                          -                          421,474             

Total assets 4,842,717$       3,053,354$       823,525$           287,996$           9,007,592$       

Liabilities

Accounts payable 86,298$             5,075$               -$                        10,671$             102,044$           

Accrued liabilities 20,322               22,649               -                          -                          42,971               

Escrow deposits -                          -                          -                          180,213             180,213             

Unearned revenue 608,177             -                          -                          -                          608,177             

Due to other funds 2,974                 -                          500                     -                          3,474                 

Total liabilities 717,771             27,724               500                     190,884             936,879             

Deferred inflows of resources

Taxes levied for a

subsequent period 463,841             2,412,025         -                          -                          2,875,866         

Unavailable revenue -                          150,079             613,910             -                          763,989             

Total deferred inflows of resources 463,841             2,562,104         613,910             -                          3,639,855         

Fund balances

Nonspendable 487,105             34,886               -                          -                          521,991             
Restricted -                          428,640             209,115             72,482               710,237             
Committed -                          -                          -                          24,630               24,630               

Assigned 961,001             -                          -                          -                          961,001             

Unassigned 2,212,999         -                          -                          -                          2,212,999         

Total fund balances 3,661,105         463,526             209,115             97,112               4,430,858         

Total liabilities, deferred inflows of 

resources and fund balances 4,842,717$       3,053,354$       823,525$           287,996$           9,007,592$       

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

Reconciliation 
Fund Balances of Governmental Funds 

to Net Position of Governmental Activities 

December 31, 2021

Fund balances - total governmental funds 4,430,858$       

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 not reported in the funds.

Capital assets not being depreciated 826,282             

Capital assets being depreciated, net 1,711,990         

Equity interest in joint ventures are not financial resources and therefore

are not reported in the funds.

Equity in joint venture 2,470,503         

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 inflows of resources

in the governmental funds, and thus are not included in fund balance. 

Unavailable revenue 763,989             

Certain liabilities, such as bonds payable, are not due and payable 

in the current period, and therefore are not reported in the funds.

Bonds, installment purchase agreement, and capital lease payable (656,730)           

Unamortized bond discount 7,700                 

Accrued interest on long-term debt (1,618)                

Net position of governmental activities 9,552,974$       

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

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended December 31, 2021

Emergency Municipal Nonmajor

General Services Streets Funds Totals

Revenues

Taxes 472,789$        2,140,568$     -$                      -$                      2,613,357$     

Special assessments -                        -                        127,646           6,922               134,568           

Intergovernmental 1,157,411       16,454             -                        -                        1,173,865       

Licenses and permits 246,003           -                        -                        17,161             263,164           

Charges for services 9,422               217,713           -                        147,077           374,212           

Interest 7,885               300                   75                     -                        8,260               

Other 19,452             8,710               -                        -                        28,162             

Total revenues 1,912,962       2,383,745       127,721           171,160           4,595,588       

Expenditures

Current:

Legislative 57,218             -                        -                        -                        57,218             

General government 1,014,742       -                        -                        -                        1,014,742       

Public safety -                        1,664,228       -                        -                        1,664,228       

Health and welfare -                        728,801           -                        -                        728,801           

Public works 108,789           -                        107,808           10,761             227,358           

Community and economic development 213,827           -                        -                        162,289           376,116           

Recreation and culture 186,592           -                        -                        -                        186,592           

Debt service:

Principal 8,746               -                        80,000             -                        88,746             

Interest 278                   -                        21,118             -                        21,396             

Capital outlay 22,320             21,940             -                        -                        44,260             

Other 96,118             -                        -                        -                        96,118             

Total expenditures 1,708,630       2,414,969       208,926           173,050           4,505,575       

Revenues over (under) expenditures 204,332           (31,224)            (81,205)            (1,890)              90,013             

Other financing sources (uses)

Proceeds from sale of capital assets 4,800               -                        -                        -                        4,800               

Transfers in -                        -                        108,408           10,000             118,408           

Transfers out (118,408)         -                        -                        -                        (118,408)         

Total other financing sources (uses) (113,608)         -                        108,408           10,000             4,800               

Net change in fund balances 90,724             (31,224)            27,203             8,110               94,813             

Fund balances, beginning of year 3,570,381       494,750           181,912           89,002             4,336,045       

Fund balances, end of year 3,661,105$     463,526$        209,115$        97,112$           4,430,858$     

OK

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

Reconciliation 
Net Changes in Fund Balances of Governmental Funds

to Change in Net Position of Governmental Activities

For the Year Ended December 31, 2021

Net change in fund balances - total governmental funds 94,813$             

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.

Capital assets purchased 155,642             

Depreciation expense (185,297)           

Proceeds from sale of capital assets (4,800)                

Gain on sale of capital assets 695                    

Revenues in the statement of activities that do not provide current financial resources

are not reported as revenues in the funds.

Change in equity interest of joint venture (69,900)             

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 unavailable revenue 96,786               

Bond proceeds provide current financial resources to governmental funds, 

but issuing debt increases long-term liabilities in the statement of net position.

Repayment of bond principal is an expenditure in the governmental funds,

but the repayment reduces long-term liabilities in the statement of net position.

Principal payments on long-term debt 88,746               

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.

Amortization of bond discount (1,100)                

Change in accrued interest on long-term debt 199                    

Change in net position of governmental activities 175,784$          

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

Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual - General Fund
For the Year Ended December 31, 2021

Variance 

Original Final from Final

 Budget  Budget  Actual Budget

Revenues

Taxes 474,300$        474,300$        472,789$        (1,511)$           

Intergovernmental 982,225          957,225          1,157,411       200,186          

Licenses and permits 266,900          255,220          246,003          (9,217)             

Charges for services 8,000               8,000               9,422               1,422               

Interest 24,550            11,350            7,885               (3,465)             

Other 44,700            44,700            19,452            (25,248)           

Total revenues 1,800,675       1,750,795       1,912,962       162,167          

Expenditures

Current:

Legislative -

Township board 74,400            66,900            57,218            (9,682)             

General government:

Supervisor 76,812            75,810            73,878            (1,932)             

Assessor 195,500          216,000          216,000          -                       

Elections 31,700            26,838            411                  (26,427)           

Clerk 123,973          123,973          121,642          (2,331)             

Board of review 3,180               3,180               1,623               (1,557)             

Treasurer 124,023          124,023          119,969          (4,054)             

Buildings and grounds 220,640          224,340          205,232          (19,108)           

Employee benefits 282,500          294,500          275,987          (18,513)           

Total general government 1,058,328       1,088,664       1,014,742       (73,922)           

Public works:

Highways, streets, and bridges 17,000            89,977            89,967            (10)                   

Street lighting 23,000            23,000            18,822            (4,178)             

Total public works 40,000            112,977          108,789          (4,188)             

Community and economic development:

Planning commission/board of appeals 51,720            51,720            35,127            (16,593)           

Planner/zoning administrator 190,030          185,980          178,700          (7,280)             

Total community and economic development 241,750          237,700          213,827          (23,873)           

continued…
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual - General Fund
For the Year Ended December 31, 2021

Variance 

Original Final from Final

 Budget  Budget  Actual Budget

Expenditures (concluded)

Recreation and culture:

Parks and recreation 170,210$        242,710$        177,506$        (65,204)$         

Village center 20,000            20,000            9,086               (10,914)           

Total recreation and culture 190,210          262,710          186,592          (76,118)           

Debt service:

Principal 9,093               8,815               8,746               (69)                   

Interest -                       278                  278                  -                       

Total debt service 9,093               9,093               9,024               (69)                   

Capital outlay 57,500            68,363            22,320            (46,043)           

Other  102,500          108,801          96,118            (12,683)           

Total expenditures 1,773,781       1,955,208       1,708,630       (246,578)         

Revenues over (under) expenditures 26,894            (204,413)         204,332          408,745          

Other financing sources (uses)

Proceeds from sale of capital assets -                       -                       4,800               4,800               

Transfers in 14,975            14,975            -                       (14,975)           

Transfers out (26,975)           (147,383)         (118,408)         28,975            

Total other financing sources (uses) (12,000)           (132,408)         (113,608)         18,800            

Net change in fund balance 14,894            (336,821)         90,724            427,545          

Fund balance, beginning of year 3,570,381       3,570,381       3,570,381       -                       

Fund balance, end of year 3,585,275$     3,233,560$     3,661,105$     427,545$        

concluded.

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

Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual - Emergency Services Fund
For the Year Ended December 31, 2021

Variance

Original Final from Final

 Budget  Budget  Actual Budget

Revenues

Taxes 2,126,874$     2,126,874$     2,140,568$     13,694$          

Intergovernmental 36,000            36,000            16,454            (19,546)           

Charges for services 221,000          221,000          217,713          (3,287)             

Interest 4,000               300                  300                  -                       

Other 7,000               7,000               8,710               1,710               

Total revenues 2,394,874       2,391,174       2,383,745       (7,429)             

Expenditures

Current:

Public safety:

Sheriff patrol 188,210          188,210          174,818          (13,392)           

Metro services 1,467,843       1,467,843       1,489,410       21,567            

Total public safety 1,656,053       1,656,053       1,664,228       8,175               

Health and welfare:

Ambulance services 695,225          706,225          728,801          22,576            

Capital outlay 300,000          25,000            21,940            (3,060)             

Total expenditures 2,651,278       2,387,278       2,414,969       27,691            

Net change in fund balance (256,404)         3,896               (31,224)           (35,120)           

Fund balance, beginning of year 494,750          494,750          494,750          -                       

Fund balance, end of year 238,346$        498,646$        463,526$        (35,120)$         

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

Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual - Municipal Streets Fund
For the Year Ended December 31, 2021

Variance

Original Final from Final

 Budget  Budget  Actual Budget

Revenues

Special assessments 105,679$        105,679$        127,646$        21,967$          

Interest 1,000               70                    75                    5                      

Total revenues 106,679          105,749          127,721          21,972            

Expenditures

Current:

Public works -                       108,408          107,808          (600)                 

Debt service:

Principal 80,000            80,000            80,000            -                       

Interest 20,619            22,097            21,118            (979)                 

Total debt service 100,619          102,097          101,118          (979)                 

Total expenditures 100,619          210,505          208,926          (1,579)             

Revenues over (under) expenditures 6,060               (104,756)         (81,205)           23,551            

Other financing sources

Transfers in -                       108,408          108,408          -                       

Net change in fund balance 6,060               3,652               27,203            23,551            

Fund balance, beginning of year 181,912          181,912          181,912          -                       

Fund balance, end of year 187,972$        185,564$        209,115$        23,551$          

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

Statement of Net Position
Proprietary Funds

December 31, 2021

Sewer Water Totals

Assets

Current assets:

Cash and investments 5,213,512$     4,704,996$     9,918,508$     

Cash held with Grand Traverse County 40,006            31,800            71,806            

Restricted cash and cash equivalents -                       725,993          725,993          

Receivables 212,801          180,594          393,395          

Current portion of capital contributions receivable 275,273          -                       275,273          

Total current assets 5,741,592       5,643,383       11,384,975     

Noncurrent assets:

Capital assets not being depreciated 151,926          -                       151,926          

Capital assets being depreciated, net 7,590,078       8,377,890       15,967,968     

Total noncurrent assets 7,742,004       8,377,890       16,119,894     

Total assets 13,483,596     14,021,273     27,504,869     

Liabilities

Current liabilities:

Accounts payable 140,936          40,152            181,088          

Accrued interest payable 1,247               18,053            19,300            

Current portion of bonds payable 239,581          412,772          652,353          

Total current liabilities 381,764          470,977          852,741          

Advances from other funds 421,474          -                       421,474          

Long-term debt -

Bonds payable, net of current portion 34,716            3,754,846       3,789,562       

Total liabilities 837,954          4,225,823       5,063,777       

Net position

Net investment in capital assets 7,467,707       4,936,265       12,403,972     

Unrestricted 5,177,935       4,859,185       10,037,120     

Total net position 12,645,642$  9,795,450$     22,441,092$  

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

Statement of Revenues, Expenses and Changes in Fund Net Position
Proprietary Funds

For the Year Ended December 31, 2021

Sewer Water Totals

Operating revenues

User fee charges 1,450,259$     1,530,657$     2,980,916$     

Grants -                       232,888          232,888          

Total operating revenues 1,450,259       1,763,545       3,213,804       

Operating expenses

Cost of water -                       729,725          729,725          

Sewage treatment 785,858          -                       785,858          

Depreciation 286,138          239,359          525,497          

Total operating expenses 1,071,996       969,084          2,041,080       

Operating income 378,263          794,461          1,172,724       

Nonoperating revenues (expenses)

Interest income (22,826)           (23,060)           (45,886)           

Interest expense (9,575)             (111,515)         (121,090)         

Tower rental income -                       231,668          231,668          

Other 2,694               -                       2,694               

Total nonoperating revenues (expenses) (29,707)           97,093            67,386            

Change in net position 348,556          891,554          1,240,110       

Net position, beginning of year 12,297,086     8,903,896       21,200,982     

Net position, end of year 12,645,642$  9,795,450$     22,441,092$  

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

Statement of Cash Flows
Proprietary Funds 

For the Year Ended December 31, 2021

Sewer Water Totals

Cash flows from operating activities

Cash received from customers 1,475,245$     1,530,802$     3,006,047$     

Cash received from operating grants -                       232,888          232,888          

Cash payments to suppliers for goods and services (606,020)         (797,236)         (1,403,256)      

Net cash provided by operating activities 869,225          966,454          1,835,679       

Cash flows from noncapital financing activities

Rental income -                       231,668          231,668          

Cash flows from capital and related

financing activities

Repayment of interfund advance (35,362)           -                       (35,362)           

Purchase of capital assets (291,871)         (291,872)         (583,743)         

Principal payments (235,835)         (405,812)         (641,647)         

Interest payments (10,516)           (114,373)         (124,889)         

Net cash used in capital and related financing activities (573,584)         (812,057)         (1,385,641)      

Cash flows from investing activities

Interest received (20,132)           (23,059)           (43,191)           

Net change in cash and cash equivalents 275,509          363,006          638,515          

Cash and cash equivalents, beginning of year 4,978,009       5,099,783       10,077,792     

Cash and cash equivalents, end of year 5,253,518$     5,462,789$     10,716,307$  

Reconciliation to the Statement of Net Position

Cash and investments 5,213,512$     4,704,996$     9,918,508$     

Cash held with Grand Traverse County 40,006             31,800             71,806             

Restricted cash and cash equivalents -                       725,993          725,993          

5,253,518$     5,462,789$     10,716,307$  

continued…
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Statement of Cash Flows
Proprietary Funds 

For the Year Ended December 31, 2021

Sewer Water Totals

Reconciliation of operating income to net cash 

provided by operating activities

Operating income 378,263$        794,461$        1,172,724$     

Adjustments to reconcile operating income to

net cash provided by operating activities:

Depreciation 286,138          239,359          525,497          

Change in operating assets and liabilities:  

Accounts receivable 24,986             145                  25,131             

Capital contributions receivable 275,043          -                       275,043          

Accounts payable (95,205)           (67,511)           (162,716)         

Net cash provided by operating activities 869,225$        966,454$        1,835,679$     

concluded.

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

Statement of Fiduciary Net Position
Custodial Fund

December 31, 2021

Property

Tax

Assets

Cash and cash equivalents 1,224,369$     

Liabilities

Due to other governmental units:

Local 1,210,478       

Due to individuals and agencies 13,891             

Total liabilities 1,224,369$     

Individuals, organizations and other government -$                     

The accompanying notes are an integral part of these financial statements.

Net position restricted for:
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Statement of Changes in Fiduciary Net Position
Custodial Fund

For the Year Ended December 31, 2021

Property

Tax

Additions

Property taxes collected for other governments 21,181,086$  

Deductions

Payments of property taxes to other governments 21,181,086     

-                       

Net position, beginning of year -                       

Net position, end of year -$                     

The accompanying notes are an integral part of these financial statements.

Change in net position
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Notes To Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

Government-wide and Fund Financial Statements

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The Charter Township of East Bay, Michigan is a municipal corporation governed by an elected seven-

member board, which is chaired by the supervisor. The Township has determined that no entities should be

consolidated into the financial statements as component units. The criteria for including a component unit

include significant operational or financial relationships with the government.

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

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

part, the effect of interfund activity has been removed 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.

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.

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

intended to be used to cover current expenditures. Grants and similar items are recognized as revenue as

soon as all eligibility requirements imposed by the provider have been met.
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The Township reports the following major proprietary funds:

Additionally, the Township reports the following fund types: 

The special revenue funds are used to account for the proceeds of specific revenue sources (other than

permanent trusts or major capital projects) that are legally restricted to expenditures for specified

purposes.

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.

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.

Custodial funds account for assets held by the Township in a custodial capacity for other governments

and entities. Primarily this includes undistributed collections and withholdings current property taxes.

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 sewer fund  accounts for the activities of the government’s sewage disposal system.

The water fund accounts for the activities and debt payments of the government’s water distribution

system.

The emergency services fund is used to account for an emergency services tax millage levied by the

Township for the operation of the police, ambulance, and fire departments.

The municipal streets fund is used to account for special assessments used for the construction of roads

in the township.
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Assets, Liabilities, Deferred Inflows of Resources, and Equity

Deposits and Investments

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

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

institution.

Amounts reported as program revenues include: 1) charges to customers or applicants for goods, services,

or privileges provided and includes special assessments, 2) operating grants and contributions, and 3)

capital grants and contributions. Internally dedicated resources are reported as general revenues rather

than as program revenues.  Likewise, general revenues include all taxes.

Restricted net position, if any, includes assets that are subject to restrictions beyond the Township'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.

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

instrumentality of the United States.

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.

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 are charges to customers for sales and services. Operating expenses for enterprise 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.

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. 

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. 

Bankers’ acceptances of United States banks.

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

investment vehicles that are legal for direct investment by a public corporation.
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Receivables and Payables

Prepaid Items

Capital Assets

Years

Roads and sidewalks 7-15

Buildings and improvements 15-39

Furniture and equipment 3-10

Vehicles 5

Water, sewer and septage systems 50

Capital assets, which include land, land improvements, buildings and improvements, equipment, vehicles,

and the water, sewer and septage systems, 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 their estimated acquisition cost as of the date of donation.

Capital assets of the primary government are depreciated using the straight-line method over the following

estimated useful lives:

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.

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 noncurrent 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.”

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as

prepaid items when purchased in both government-wide and fund financial statements.           
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Long-term Obligations

Deferred Inflows of Resources

Fund Equity

In addition to liabilities, the statement of net position and the governmental funds balance sheet will

sometimes report a separate section for deferred inflows of resources. This separate financial statement

element, deferred inflows of resources, represents an acquisition of net position that applies to future

periods and so will not be recognized as an inflow of resources (revenues) until that time. The

governmental funds report unavailable revenues, which arises only under a modified accrual basis of

accounting, from special assessments receivable and accounts receivable. These amounts are deferred and

recognized as an inflow of resources in the period that the amounts become available. In addition,

deferred inflows of resources are reported in the government-wide and governmental fund financial

statements for property taxes levied during the year that were intended to finance future periods.

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 position. Bond premiums and

discounts are deferred and amortized over the life of the bonds using the straight-line method. Bonds

payable are reported net of the applicable bond premium or discount. 

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. 

In the fund financial statements, governmental fund types recognize bond premiums and discounts 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. 

When the Township incurs an expenditure for purposes for which various fund balance classifications can

be used, it is the Township’s policy to use restricted fund balance first, then committed fund balance,

assigned fund balance (if applicable), and finally unassigned fund balance.

36



CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Notes To Financial Statements

Use of Estimates

2. BUDGETARY INFORMATION

Budget Policy and Compliance

1.

2.

3.

4.

5.

6.

7.

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. Additionally, management’s estimate of the useful lives of depreciable capital assets is based

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

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

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

accounting controls and all are budgeted annually. 

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

statements:

The Township Supervisor submits to the Township Board a proposed operating budget for the fiscal year

commencing the first day of the following fiscal year.

Public hearings are conducted to obtain taxpayer comments.

Prior to the first day of the following fiscal year, the budget is legally enacted through passage of a

resolution.

Formal budgetary integration is employed for the governmental fund types as a management control

device.

Budgets for the general fund and special revenue funds are adopted on a basis consistent with generally

accepted accounting principles (GAAP).  

Budgets are adopted and are authorized by resolution at the department (activity) level within funds by

the Township Board. This is the local legal level of budgetary control. All unexpended and unobligated

appropriations lapse at year-end.

Adoption and amendments of all budgets used by the Township are governed by Public Act 621, which

was followed during the year. Any amendment to the original budget must meet the requirements of

Public Act 621. Any revisions that alter the total expenditures of any fund must be approved by the

Township Board.  
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3. EXCESS OF EXPENDITURES OVER BUDGET

Final Budget Actual Excess

Public safety:

Metro services 1,467,843$       1,489,410$       21,567$             

Health and welfare:

Ambulance services              706,225              728,801 22,576               

Excess of expenditures or transfers out over appropriations in individual funds are as follows:

These excesses over appropriations were funded by available fund balance. 

Emergency services fund -

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

budgeted. 

State statutes provide that a local unit shall not incur expenditures in excess of the amounts appropriated. 
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4. CASH AND INVESTMENTS

Statement of Net Position

Cash and investments 16,065,673$     

Restricted cash and cash equivalents 725,993             

16,791,666       

Statement of Fiduciary Net Position

Cash and investments 1,224,369         

Total 18,016,035$     

Deposits and investments

Bank deposits:

Checking and savings accounts 5,714,071$       

Certificate of deposit - due in one year 525,933             

Certificate of deposit - due in one to five years 1,051,965         

Cash held with Grand Traverse County 71,806               

Investments 10,651,860       

Cash on hand 400                     

Total 18,016,035$     

A reconciliation of cash and investments as shown on the statement of net position and statement of

fiduciary net position to deposits and investments as classified for note disclosure purposes is as follows:

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, $5,409,728 of the Township’s bank balance of

$7,409,728 was exposed to custodial credit risk because it was uninsured and uncollateralized.

Following is a reconciliation of deposit and investment balances as of December 31, 2021:
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Fair Credit 

Value Rating Maturity

Federal Home Loan 492,975$          S&P AA+ 11/27/2026

Federal Farm Credit Bank 516,815             S&P AA+ 10/15/2024

Federal Farm Credit Bank 513,041             S&P AA+ 8/20/2029

Michigan Finance Authority 727,298             S&P AA+ 3/1/2022

Dearborn Michigan School District Taxable General

Obligation Unlimited Tax Refunding Bonds 592,812             Moody Aa 5/1/2025

Great Lakes Water Authority Michigan Sewage Disposal 

Special Revenue Lien 252,503             S&P AA- 7/1/2023

Money market accounts 1,849,375         N/A N/A

Michigan CLASS government investment pool 5,707,041         S&P AAAm N/A

Total 10,651,860$     

As of year end, the Township had the following investments:

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.

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.

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.
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Quoted Prices in 

Active Markets 

for Identical 

Assets

Significant 

Other 

Observable 

Inputs

Significant 

Unobservable 

Inputs

Fair Value at 

December 31,

(Level 1) (Level 2) (Level 3) 2020

Money market accounts -$                         1,849,375$       -$                        1,849,375$       

U.S. governments bonds -                            1,522,831         -                          1,522,831         

Municipal bonds -                            1,572,613         -                          1,572,613         

-$                         4,944,819$       -$                        4,944,819         

Investments at net asset value - Michigan CLASS           5,707,041 

Total investments 10,651,860$     

Investments in Entities that Calculate Net Asset Value per Share

Investment Type Issuer % of Portfolio

U.S. government bonds Federal Farm Credit Bank 9.67%

Money market Huntington Bank 11.35%

The Township holds shares in Michigan CLASS whereby the fair value of the investment is measured on a

recurring basis using net asset value per share (or its equivalent) of the investment pool as a practical

expedient.

Fair Value. The Township categorizes its fair value measurements within the fair value hierarchy

established by generally accepted accounting principles. The hierarchy is based on the valuation inputs

used to measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for identical

assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are significant unobservable

inputs. These levels are determined by the Township's investment manager, and are determined at the

fund level based on a review of the investment's class, structure, and what kind of securities are held in the

funds. The investment manager will request the information from the fund manager, if necessary.

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. At

December 31, 2021, the Township had greater than 5% of its total investment portfolio concentrated as

follows:

Investments at fair value

Various Michigan CLASS 53.58%

Municipal bonds

Municipal bonds Michigan Finance Authority

Obligation Unlimited Tax 

6.83%

5.57%
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5. RECEIVABLES. NET

Governmental Business-type

Activities Activities

Accounts 240,896$          360,724$          

Allowance for doubtful accounts (22,791)              -                          

Interest -                          20,380               

Taxes 1,414,459         -                          

Special assessments 579,558             12,291               

Due from other governments 194,646             -                          

2,406,768$       393,395$          

6. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Governmental Business-type

Activities Activities

Accounts payable 102,044$          181,088$          

Accrued liabilities 42,971               -                          

Accrued interest 1,618                 19,300               

146,633$          200,388$          

At year end, the net asset value of the Township's investment in Michigan CLASS was $5,707,041. The

investment pool had no unfunded commitments, specific redemption frequency or redemption notice

period required. The Michigan CLASS investment pool invests in U.S. treasury obligations, federal agency

obligations of the U.S. government, high-grade commercial paper (rated ‘A-1’ or better) collateralized bank

deposits, repurchase agreements (collateralized at 102% by Treasuries and agencies), and approved money-

market funds. The program seeks to provide safety, liquidity, convenience, and competitive rates of return,

and is designed to meet the needs of Michigan public sector investors. It purchases securities that are

legally permissible under state statutes and are available for investment by Michigan counties, cities,

townships, school districts, authorities and other public agencies.   

Payables are comprised of the following at year-end:

Restricted Cash. Restricted cash of $725,993 represents unspent bond proceeds related to the $5,000,000

in water system improvement bonds.

Receivables, net are comprised of the following at year-end:

Of the amounts reported for receivables above, special assessments receivable in the amount of $512,675

are not expected to be collected within one year.
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7. INTERFUND RECEIVABLES AND PAYABLES

The composition of interfund balances as of December 31, 2021, is as follows:

Receivable Payable

Due to and from other funds

General fund 500$                  2,974$               

Emergency services fund 2,974                 -                          

Municipal streets fund -                          500                     

Total 3,474$               3,474$               

Receivable Payable

Advances to and from other funds

General fund 421,474$          -$                        

Sewer fund -                          421,474             

Total 421,474$          421,474$          

Intrafund advances resulted from the General fund to the Sewer fund to pay off higher interest outstanding

debt.

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.
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8. CAPITAL ASSETS

Primary government

Capital asset activity for the primary government for the year ended December 31, 2021, was as follows:

Beginning Ending

Balance Additions Disposals Transfers Balance

Governmental Activities

Capital assets not being depreciated:

Land 762,604$          -$                         -$                        -$                        762,604$          

Construction in progress -                          63,678                 -                          -                          63,678               

762,604             63,678                 -                          -                          826,282             

Capital assets being depreciated:

Roads and sidewalks 1,269,460         75,324                 -                          -                          1,344,784         

Buildings and improvements 1,443,615         -                            -                          -                          1,443,615         

Furniture and equipment 740,708             16,640                 (7,139)                -                          750,209             

Vehicles 589,300             -                            -                          -                          589,300             

4,043,083         91,964                 (7,139)                -                          4,127,908         

Less accumulated depreciation for:

Roads and sidewalks (309,433)           (80,865)               -                          -                          (390,298)           

Buildings and improvements (797,961)           (38,240)               -                          -                          (836,201)           

Furniture and equipment (559,981)           (43,172)               3,034                 -                          (600,119)           

Vehicles (566,280)           (23,020)               -                          -                          (589,300)           

(2,233,655)        (185,297)             3,034                 -                          (2,415,918)        

Total capital assets 

being depreciated, net 1,809,428         (93,333)               (4,105)                -                          1,711,990         

Governmental activities 

capital assets, net 2,572,032$       (29,655)$             (4,105)$              -$                        2,538,272$       
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Beginning Ending

Balance Additions Disposals Transfers Balance

Business-type Activities

Capital assets not being depreciated:

Land 151,926$          -$                         -$                        -$                        151,926$          

Construction in progress 57,124               -                            -                          (57,124)              -                          

209,050             -                            -                          (57,124)              151,926             

Capital assets being depreciated:

Water and sewer systems 23,695,590       583,743              -                          57,124               24,336,457       

Septage treatment 

facilities 2,525,880         -                            -                          -                          2,525,880         

26,221,470       583,743              -                          57,124               26,862,337       

Less accumulated depreciation for:

Water and sewer systems (9,755,894)        (474,980)             -                          -                          (10,230,874)      

Septage treatment 

facilities (612,978)           (50,517)               -                          -                          (663,495)           

(10,368,872)      (525,497)             -                          -                          (10,894,369)      

Total capital assets

being depreciated, net 15,852,598       58,246                 -                          57,124               15,967,968       

Business-type activities

capital assets, net 16,061,648$     58,246$              -$                        -$                        16,119,894$     

Depreciation expense was charged to functions/programs of the primary government as follows:

Depreciation of governmental activities by function

General government 45,290$             

Public safety 4,685                 

Health and welfare 31,763               

Public works 75,955               

Recreation and culture 27,604               

185,297$          

Depreciation of business-type activities by function

Sewer 286,138$          

Water 239,359             

525,497$          
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9. LONG-TERM DEBT

Long-term debt activity for the year ended December 31, 2021, was as follows:

Beginning Ending Due Within

Balance Additions Deductions Balance One Year
Governmental Activities

Public placement

$865,000 special assessment

bonds due in annual

installments of $75,000 to

$100,000 through June 1,

2028, interest at 3.00%

to 3.25% 715,000$             -$                           (80,000)$             635,000$             80,000$               

Direct placement

$41,648 installment purchase

agreement due in annual

installments of $5,432 to

$7,243 through 2024,

non-interest bearing 28,973                 -                              (7,243)                  21,730                 7,243                   

Subtotal - installment debt 743,973               -                              (87,243)                656,730               87,243                 

Capital lease payable 1,503                   -                              (1,503)                  -                            -                            

Discount on bonds (8,800)                  -                              1,100                   (7,700)                  (1,100)                  

Total 736,676$             -$                           (87,646)$             649,030$             86,143$               

Business-type Activities

Public placement

$1,300,000 Grand Traverse

County Septage Plant Bonds

due in installments of $50,000 to

$75,000 through November 1,

2024, interest at 3.90% to 5.00%.

The Township's obligation

is 30.75% of the outstanding

balance. 46,127$               -$                           (11,531)$             34,596$               11,531$               

$2,875,000 sewer/water

refunding bonds due in 

installments of $245,000 through

$275,000 through November 1,

2023, interest at 1.25% to 2.20%.

The Township's obligation

is 74.90% of the outstanding

balance. 610,388               -                              (202,237)             408,151               202,230               
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Beginning Ending Due Within

Balance Additions Deductions Balance One Year

Business-type Activities (concluded)

$5,000,000 water system

 improvement bonds due in

 annual installments of 

$200,000 to $330,000

through November 1, 2035,

with interest ranging

from 2.00% to 3.00% 3,970,000$         -$                           (215,000)$           3,755,000$         220,000$             

Subtotal - installment debt 4,626,515           -                              (428,768)             4,197,747           433,761               

$32,900,000 sewage disposal

system bonds based on

flow through November 1, 2022,

interest at 2.75% to 5.00% 429,503               -                              (212,879)             216,624               216,624               

Premiums on bonds 29,512                 -                              (1,968)                  27,544                 1,968                   

Total 5,085,530$         -$                           (643,615)$           4,441,915$         652,353$             

Year Ended

December 31, Principal Interest

2022 80,000$                 18,218$               

2023 85,000                   15,743                 

2024 90,000                   13,118                 

2025 90,000                   10,418                 

2026 95,000                   7,643                   

2027-2028 195,000                 6,359                   

635,000$              71,499$               

Governmental Activities - Public Placement

Annual debt service requirements to maturity for long-term bonds and installment purchase agreement

(except the sewage disposal bonds noted below)  are as follows: 
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Year Ended

December 31, Principal Interest

2022 7,243$                   -$                          

2023 7,243                     -                            

2024 7,244                     -                            

21,730$                 -$                          

Year Ended

December 31, Principal Interest

2022 433,761$              109,644$             

2023 437,466                 96,254                 

2024 241,534                 89,615                 

2025 235,000                 83,862                 

2026 245,000                 79,162                 

2027-2031 1,355,000             305,950               

2032-2035 1,249,986             95,250                 

4,197,747$           859,737$             

10. JOINT VENTURES

Master Sewer Agreement

The Sewage Disposal System Bonds balance of $216,624 is not included in the above schedule because the

principal and interest payments vary from year to year due to the Township's obligation being based on

flow.

Governmental Activities - Direct Placement

Business-type Activities - Public Placement

The Township entered into a master sewer agreement, effective July 1, 1987 through June 30, 2041, with

the City of Traverse City, the Townships of Acme, Peninsula, and Garfield in Grand Traverse County, the

Township of Elmwood in Leelanau County, and Grand Traverse County. This master sewer agreement

defines the allocation of the costs and established certain rights and responsibilities with respect to the

wastewater treatment plant. Grand Traverse County is the owner of the treatment plant and the City of

Traverse City is the owner of all multi-user facilities. Ownership of the treatment plant will revert to the City

of Traverse City when certain bonds issued by Grand Traverse County are retired.

The City of Traverse City is the exclusive manager of the plant for the benefit of itself, the County, and the

townships. As the exclusive manager, the City of Traverse City has the obligation to fully inform and advise

the townships as to the treatment plant’s operation and the townships shall have the right to comment on

all matters connected with the administration of the plant.
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Grand Traverse Metro Emergency Services Authority

11. RISK MANAGEMENT

The Township participates in the Michigan Township Participating Plan (the “Plan”) with other

municipalities for auto, employee benefits, property, public officials, electronic data processing (EDP),

crime, inland marine, boiler and machinery, and liability losses. The Plan is organized under Public Act 138

of 1982, as amended. The Plan, while it operates under the Michigan Legislation of Public Act 138, does not

operate as a risk pool due to the transfer of risk to U.S. Specialty Insurance Company (“USSIC”) backing the

Michigan Township Participating Plan under a master policy for the period July 1, 2019 to July 1, 2029. Due

to this Master Policy purchase, there is no pooling of risk between members but instead it is commercial

insurance. Settled claims relating to this insurance have not exceeded the amount of insurance coverage in

any of the past three (3) fiscal years.

The Township is a member of the Grand Traverse Metro Emergency Services Authority (the “Authority”).

The incorporating municipalities are the Township of Acme, the Charter Township of East Bay, and the

Charter Township of Garfield. The purpose of the Authority is to provide fire protection, prevention and

inspection, and other emergency health and safety services in accordance with the authorization contained

in Act 57, Public Acts of Michigan, 1998 as amended. The Authority’s year end is December 31.

The Charter Township of East Bay currently is represented by two (2) of the six (6) members of the

Authority Board and has an on-going financial interest in the Authority. There are two (2) members each

from the other two (2) Townships. The Charter Township of East Bay’s equity interest, as calculated based

on the formation agreement, in the Authority at December 31, 2021 was $2,470,503. The Authority’s

government-wide total assets at December 31, 2021 were $10,017,966, total liabilities were $2,344,343 and

total deferred inflows of resources were $22,638, which resulted in a net position of $7,650,985. Financial

support for the Authority comes mainly from the member Townships based on a funding formula as

detailed in the creation agreement. The components of funding are based on the Authority’s proposed

annual budget and taxable value of the Authority to determine a uniform millage rate. This rate is then

applied to all real property in each Township.

The equity determination at year-end was calculated based on the formation agreement. The agreement

states that at termination and dissolution of the Authority, each Township would receive a percentage of

the net position based on an analysis of assets and liabilities and applying criteria to each as detailed in the

agreement. Based on an analysis at December 31, 2021, the Charter Township of East Bay has an equity

interest of approximately 32.29%. The resulting amount has been recorded in the government-wide

financial statements of the Township in accordance with applicable GASB standards.

The financial statements of the Authority can be obtained from the East Bay Township Hall, 1965 Three

Mile Road, Traverse City, Michigan 49696.

Each participant in the joint venture pays an amount sufficient to cover its pro rata share of treatment plant

costs. Each participant’s pro rata share is determined by the volume of its sewage treated in relation to the

total sewage treated at the plant.
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12. PROPERTY TAXES

13. DEFERRED COMPENSATION PLAN

14. PENSION PLAN

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 2020 levy were assessed and equalized at $622,603,709 (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 2020 levy was .7109 mills.

The Township provides benefits to all of its full-time employees and Township Trustees through a defined

contribution benefits plan called the East Bay Charter Township Group Pension Plan. In a defined

contribution plan, benefits depend solely on amounts contributed to the plan plus investment earnings.

Employees are eligible to participate from the date of employment. The Township contributes 11 percent of

employees’ gross earnings and employee contributions for each employee plus interest allocated to the

employee’s account which are fully vested immediately. The Plan is administered by Burnham and Flower

Insurance Group through John Hancock. 

The current year contribution was calculated on covered payroll of $672,103. This resulted in an employer

contribution of $73,932 for Township employees. Employee contributions were $45,463.

The Township offers all its employees a deferred compensation plan created in accordance with the

Internal Revenue Code, Section 457. The assets of the plans were held in a custodial account as described in

IRC Section 457(g) for the exclusive benefit of the participants and their beneficiaries. The custodian thereof

for the exclusive benefit of the participants holds the custodial account for the beneficiaries of this Section

457 plan and the assets may not be diverted to any other use. The administrators are agents of the

Township for the purposes of providing direction to the custodian of the custodial account from time to

time for the investment of the funds held in the account, transfer of assets to or from the account, and all

other matters. In accordance with the provisions of accounting principles generally accepted in the United

States of America, plan balances and activities are not reflected in the Township’s financial statements. 

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 inflows

at year end because it is intended to fund expenditures of the following fiscal year. 
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15. STATE CONSTRUCTION CODE ACT COMPLIANCE

Revenues - building fee revenues  $            18,875 

Expenditures             (178,700)

Current year loss  $        (159,825)

Loss absorbed in 2001-2021 (1,134,402)$      

16. FUND BALANCES - GOVERNMENTAL FUNDS

Nonmajor

General Emergency Municipal Governmental

Fund Services Streets Funds Total

Nonspendable -

Prepaids 65,631$             34,886$              -$                        -$                        100,517$          

Long-term advances 421,474             -                            -                          -                          421,474             

Total nonspendable 487,105             34,886                 -                          -                          521,991             

Restricted for:

Emergency services

 activities -                          428,640              -                          -                          428,640             

Street lighting -                          -                            -                          2,743                 2,743                 

Township improvements -                          -                            -                          69,739               69,739               

Debt service -                          -                            209,115             -                          209,115             

Total restricted -                          428,640              209,115             72,482               710,237             

Committed for -

Capital improvements -                          -                            -                          24,630               24,630               

Assigned 961,001             -                            -                          -                          961,001             

Unassigned 2,212,999         -                            -                          -                          2,212,999         

Total fund balances,

governmental funds 3,661,105$       463,526$            209,115$          97,112$             4,430,858$       

The Township classifies fund balances primarily to the extent of which it is bound to observe constraints

imposed upon the use of the resources reported in governmental funds. Detailed information on fund

balances of governmental funds is as follows:

Effective January 1, 2000, 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. The Township has elected to record this activity in the general fund.
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17. NET INVESTMENT IN CAPITAL ASSETS

Governmental Business‐type

Activities Activities

Capital assets, net  $       2,538,272   $    16,119,894 

Related debt:

Bonds and installment purchase 

agreement payable              656,730            4,414,371 

Bond premium ‐                                           27,544 

Bond discount                 (7,700)                            ‐ 

Unspent bond proceeds                            ‐              (725,993)

             649,030            3,715,922 

Net investment in capital assets  $       1,889,242   $    12,403,972 

18. COMMITMENTS AND CONTINGENCIES

19. CORONAVIRUS ("COVID‐19")

    

The composition of the Township's net investment in capital assets as of year end was as follows:

In March 2020, the World Health Organization declared the novel coronavirus outbreak ("COVID‐19") to be

a global pandemic. The pandemic has resulted operational challenges for the Township as it determines the

impact on employees, vendors, and taxpayers, and the appropriate method for providing services. At this

time, management does not believe that any ongoing negative financial impact related to the pandemic, if

any, would be material to the Township.

In December 2020 and 2019, the Township was awarded two DNR Trust Fund Grants in the amount of

$300,000 and $584,800, respectively. The 2019 Trust Fund Grant funds are to be used to acquire parcels to

be utilized as a parks and recreation area. As of June 6, 2022, the grant funds had not yet been received and

the land purchase had not yet been finalized. The 2020 Trust Fund Grant funds are to be used for a lakeside

park improvement project. This project will likely be completed at the end of the 2022 construction cycle or

the beginning of the 2023 construction cycle. Both grant awards have been affected by the COVID‐19

pandemic and the delayed 2020 and 2021 approval by the State of Michigan for the funding recommended

by the Michigan Natural Resources Trust Fund from 2019 and 2020, respectively. Additionally, in

coordination with the Grand Traverse Regional Land Conservancy, the Township conducted thorough due

diligence on the parcel purchase, which was impacted by appraisal delays, and is awaiting the Michigan

Natural Resources Trust Fund's review of the appraisals.  
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Combining Balance Sheet
Nonmajor Governmental Funds
December 31, 2021

Capital Projects

Township 

Developers Public Improvement

Street Lights Escrow Improvement Revolving Totals

Assets

Cash and cash equivalents 3,342$              190,285$         65,299$            24,358$            283,284$         

Accounts receivable, net -                         -                         4,440                272                   4,712                

Total assets 3,342$              190,285$         69,739$            24,630$            287,996$         

Liabilities

Accounts payable 599$                 10,072$            -$                      -$                      10,671$            

Escrow deposits -                         180,213            -                         -                         180,213            

Total liabilities 599                   190,285            -                         -                         190,884            

Fund balances

Restricted 2,743                -                         69,739              -                         72,482              

Committed -                         -                         -                         24,630              24,630              

Total fund balances 2,743                -                         69,739              24,630              97,112              

Total liabilities and fund balances 3,342$              190,285$         69,739$            24,630$            287,996$         

Special Revenue
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Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Governmental Funds
For the Year Ended December 31, 2021

Capital Projects

Township 

Developers Public Improvement

Street Lights Escrow Improvement Revolving Totals

Revenues

Special assessments 6,922$            -$                     -$                     -$                     6,922$            

Licenses and permits -                       -                       17,161            -                       17,161            

Charges for services -                       147,077          -                       -                       147,077          

Total revenues 6,922               147,077          17,161            -                       171,160          

Expenditures

Current:

Public works 7,305               -                       -                       3,456               10,761            

Community and economic development -                       157,077          5,212               -                       162,289          

Total expenditures 7,305               157,077          5,212               3,456               173,050          

Revenues (under) over expenditures (383)                 (10,000)           11,949            (3,456)             (1,890)             

Other financing sources

Transfers in -                       10,000            -                       -                       10,000            

Net change in fund balances (383)                 -                       11,949            (3,456)             8,110               

Fund balances, beginning of year 3,126               -                       57,790            28,086            89,002            

Fund balances, end of year 2,743$            -$                     69,739$          24,630$          97,112$          

Special Revenue
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Board of Trustees

Charter Township of East Bay, Michigan

Traverse City, Michigan

We have audited, in accordance with the auditing standards generally accepted in the United States of

America and the standards applicable to financial audits contained in Government Auditing Standards

issued by the Comptroller General of the United States, the financial statements of the governmental

activities, the business-type activities, each major fund, and the aggregate remaining fund information

of the Charter Township of East Bay, Michigan (the "Township"), as of and for the year ended

December 31, 2021, and the related notes to the financial statements, which collectively comprise the

Township’s basic financial statements, and have issued our report thereon dated June 6, 2022. 

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Township’s

internal control over financial reporting (internal control) as a basis for designing audit procedures that

are appropriate in the circumstances for the purpose of expressing our opinions on the financial

statements, but not for the purpose of expressing an opinion on the effectiveness of the Township’s

internal control. Accordingly, we do not express an opinion on the effectiveness of the Township’s

internal control.

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

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

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

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

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

corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in

internal control that is less severe than a material weakness, yet important enough to merit attention

by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this

section and was not designed to identify all deficiencies in internal control that might be material

weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any

deficiencies in internal control that we consider to be material weaknesses. However, material

weaknesses or significant deficiencies may exist that have not been identified. 

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

June 6, 2022
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As part of obtaining reasonable assurance about whether the Township’s financial statements are free

from material misstatement, we performed tests of its compliance with certain provisions of laws,

regulations, contracts, and grant agreements, noncompliance with which could have a direct and

material effect on the financial statements. However, providing an opinion on compliance with those

provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The

results of our tests disclosed no instances of noncompliance or other matters that are required to be

reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and

compliance and the results of that testing, and not to provide an opinion on the effectiveness of the

Township’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the entity’s internal control and

compliance. Accordingly, this communication is not suitable for any other purpose.

Report on Compliance and Other Matters
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Independent Auditors’ Communication with Those Charged with Governance

June 6, 2022

Honorable members of the Board of Trustees

of the Charter Township of East Bay, Michigan

Traverse City, Michigan

We have audited the financial statements of the governmental activities, the business-type

activities, each major fund, and the aggregate remaining fund information of the Charter Township

of East Bay, Michigan (the "Township") as of and for the year ended December 31, 2021, and have

issued our report thereon dated June 6, 2022. Professional standards require that we advise you of

the following matters relating to our audit.

We are also responsible for communicating significant matters related to the audit that are, in our

professional judgment, relevant to your responsibilities in overseeing the financial reporting

process. However, we are not required to design procedures for the purpose of identifying other

matters to communicate to you.

We have provided our findings regarding internal control over financial reporting and compliance

noted during our audit in a separate letter to you dated June 6, 2022.

Our Responsibility in Relation to the Financial Statement Audit

As communicated in our engagement letter dated February 7, 2022, our responsibility, as described

by professional standards, is to form and express opinions about whether the financial statements

that have been prepared by management with your oversight are fairly presented, in all material

respects, in conformity with accounting principles generally accepted in the United States of

America. Our audit of the financial statements does not relieve you or management of your

respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to

obtain reasonable, rather than absolute, assurance about whether the financial statements are free

of material misstatement. An audit of financial statements includes consideration of internal control

over financial reporting as a basis for designing audit procedures that are appropriate in the

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the

Township’s internal control over financial reporting. Accordingly, as part of our audit, we considered

the internal control of the Township solely for the purpose of determining our audit procedures and

not to provide any assurance concerning such internal control.
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Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, and our firm has complied with all

relevant ethical requirements regarding independence.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to

you in our engagement letter and in our meeting about planning matters on March 23, 2022.

Significant Risks Identified

We have identified the risks of management override of internal control and revenue recognition as

significant risks, and have obtained an understanding of the Township’s related controls, including

control activities, relevant to such risks.

Qualitative Aspects of the Township’s Significant Accounting Practices

Significant Accounting Policies 

Management has the responsibility to select and use appropriate accounting policies. A summary of

the significant accounting policies adopted by the Township is included in Note 1 to the financial

statements.

There have been no initial selections of accounting policies and no changes in significant accounting

policies or their application during the year.

No matters have come to our attention that would require us, under professional standards, to

inform you about (1) the methods used to account for significant unusual transactions and (2) the

effect of significant accounting policies in controversial or emerging areas for which there is a lack of

authoritative guidance or consensus. 

Significant Accounting Estimates

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

are based on management’s current judgments. Those judgments are normally based on knowledge

and experience about past and current events and assumptions about future events. Certain

accounting estimates are particularly sensitive because of their significance to the financial

statements and because of the possibility that future events affecting them may differ markedly

from management’s current judgments.
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We evaluated the key factors and assumptions used to develop these estimates and determined

that they are reasonable in relation to the basic financial statements taken as a whole and in

relation to the applicable opinion units.

The most sensitive accounting estimates affecting the financial statements were:

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

time it is believed that those assets will provide some economic benefit in the future.

Management’s estimate of the allowance for uncollectible receivable balances is based on past

experience and future expectation for collection of various account balances.

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.

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

matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or

auditing matter, which could be significant to the Township’s financial statements or the auditors’

report. No such disagreements arose during the course of the audit.

Representations Requested from Management

Significant Difficulties Encountered During the Audit

Disagreements with Management

We encountered no significant difficulties in dealing with management relating to the performance

of the audit.

Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known and

likely misstatements identified during the audit, other than those that we believe are trivial, and

communicate them to the appropriate level of management. Further, professional standards

require us to also communicate the effect of uncorrected misstatements related to prior periods on

the relevant classes of transactions, account balances or disclosures, and the financial statements as

a whole and each applicable opinion unit. In addition, professional standards require us to

communicate to you all material, corrected misstatements that were brought to the attention of

management as a result of our audit procedures. We did not identify any misstatements during our

audit.

We have requested certain written representations from management, which are included in

Attachment B  to this letter.
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Other Significant Matters, Findings, or Issues

In the normal course of our professional association with the Township, we generally discuss a

variety of matters, including the application of accounting principles and auditing standards,

operating and regulatory conditions affecting the entity, and operational plans and strategies that

may affect the risks of material misstatement. None of the matters discussed resulted in a condition

to our retention as the Township’s auditors.

Management’s Consultations with Other Accountants

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

accounting matters. Management informed us that, and to our knowledge, there were no

consultations with other accountants regarding auditing and accounting matters.

Other Information in Documents Containing Audited Financial Statements

This information is intended solely for the use of the governing body and management of the

Charter Township of East Bay, Michigan and is not intended to be and should not be used by

anyone other than these specified parties.

Our responsibility for the supplementary information accompanying the financial statements, as

described by professional standards, is to evaluate the presentation of the supplementary

information in relation to the financial statements as a whole and to report on whether the

supplementary information is fairly stated, in all material respects, in relation to the financial

statements as a whole. We made certain inquiries of management and evaluated the form, content,

and methods of preparing the information to determine that the information complies with

accounting principles generally accepted in the United States of America, the method of preparing it

has not changed from the prior period, and the information is appropriate and complete in relation

to our audit of the financial statements. We compared and reconciled the supplementary

information to the underlying accounting records used to prepare the financial statements or to the

financial statements themselves. 

Upcoming Changes in Accounting Standards

Generally accepted accounting principles (GAAP) are continually changing in order to promote the

usability and enhance the applicability of information included in external financial reporting. While

it would not be practical to include an in-depth discussion of every upcoming change in professional

standards, Attachment A to this letter contains a brief overview of recent pronouncements of the

Governmental Accounting Standards Board (GASB) and their related effective dates. Management is

responsible for reviewing these standards, determining their applicability, and implementing them

in future accounting periods.



CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Attachment A – Upcoming Changes in Accounting Standards / Regulations

GASB 87  Leases

Effective 06/15/2022 (your FY 2022)

GASB 91  Conduit Debt Obligations

Effective 12/15/2022 (your FY 2022)

GASB 92  Omnibus 2020

Effective 06/15/2022 (your FY 2022)

GASB 93  Replacement of Interbank Offered Rates

Effective 06/15/2022 (your FY 2022)

This standard includes a variety of small technical revisions to previously issued GASB statements. We do not

expect this standard to have any significant effect on the Township.

This standard provides guidance to governments with agreements with variable payments tied to LIBOR, and

how to transition them to a new reference rate. We do not expect this standard to have any significant effect

on the Township.

The following pronouncements of the Governmental Accounting Standards Board (GASB) have been released

recently and may be applicable to the Township in the near future. We encourage management to review

the following information and determine which standard(s) may be applicable to the Township. For the

complete text of these and other GASB standards, visit www.gasb.org and click on the “Standards &

Guidance” tab. If you have questions regarding the applicability, timing, or implementation approach for any

of these standards, please contact your audit team.

For the December 31, 2021 Audit

This standard defines "conduit debt obligations", where a government issues debt whose proceeds are

received and repaid by a third‐party obligor without the issuer being primarily liable. The standard requires

issuers to disclose conduit debt obligations, but not to record a liability unless it is more likely than not that a

commitment made by the issuer will require it to support one or more debt payments for a conduit debt

obligation. We do not expect this standard to have any significant effect on the Township.

This standard establishes a single model for reporting all leases (including those previously classified as

operating and capital). Lessees will now report offsetting intangible lease assets and lease liabilities equal to

the present value of future lease payments. Lessors will report offsetting lease receivables and deferred

inflows of resources.
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Attachment A – Upcoming Changes in Accounting Standards / Regulations
For the December 31, 2021 Audit

GASB 94  Public‐Private and Public‐Public Partnerships and Availability Payment Arrangements

Effective 06/15/2023 (your FY 2023)

GASB 96  Subscription‐Based Information Technology Arrangements

Effective 06/15/2023 (your FY 2023)

GASB 97  Certain Component Unit Criteria and IRC Section 457 Deferred Compensation Plans

Effective 06/15/2022 (your FY 2022)

This standard amends the requirements for when to report defined contribution pension plans (such as 401k

and 403b plans) as fiduciary component units, and how to account for Section 457 deferred compensation

plans.

    

This standard addresses accounting and financial reporting for arrangements in which a government

contracts with an operator to provide public services by conveying control of the right to operate or use a

capital asset for a period of time in an exchange or exchange‐like transaction. We do not expect this standard

to have any significant effect on the Township.

This standard expands on the new guidance for leases and applies it to computer software contracts

(subscriptions) with similar characteristics. Governments that subscribe to a vendor's IT software will now

report offsetting intangible subscription assets and subscription liabilities equal to the present value of future

subscription payments.
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CHARTER TOWNSHIP OF EAST BAY, MICHIGAN

Attachment B – Management Representations

The following pages contain the written representations that we requested from management.

For the December 31, 2021 Audit
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