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INDEPENDENT AUDITORS' REPORT
September 9, 2020

Board of Trustees
Township of Armada
Macomb County, Michigan

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the Township of Armada, Michigan (the
"Township”), as of and for the year ended March 31, 2020, and the related notes to the financial
statements, which collectively comprise the Township's basic financial statements as listed in the table
of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Independent Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

Rehmann is an independent member of Nexia International.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the Township of Armada, Michigan as of March 31, 2020, and the
respective changes in financial position and the budgetary comparison for the general fund and the
major special revenue fund for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that management’s
discussion and analysis and the schedules for the pension plan, 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 9,
2020, 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
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.
@wv@fm LLC
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TOWNSHIP OF ARMADA, MICHIGAN

. Management's Discussion and Analysis
As the Board of Trustees of the Township of Armada, Macomb County, Michigan (the "Township"), 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 March 31, 2020.

Financial Highlights

Total net position S 4,862,206
Change in total net position 327,686
Fund balances, governmental funds 2,165,617
Change in fund balances, governmental funds 211,554
Unassigned fund balance, general fund 1,160,159
Change in fund balance, general fund 20,007
Installment debt outstanding 498,106
Net change in installment debt 335,988

Overview of the Financial Statements

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

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, deferred outflows of
resources, 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).

Both of the government-wide financial statements distinguish functions of the Township that are principally
supported by taxes and intergovernmental revenues (governmental activities). The governmental activities
of the Township include general government, public safety, health and welfare, public works, and
recreation and culture.



TOWNSHIP OF ARMADA, MICHIGAN
. Management's Discussion and Analysis

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 two categories: governmental
funds and fiduciary funds.

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

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

The Township maintains two 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 and emergency services fund, which are considered to be
major funds. 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.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the Township’s own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds. Fiduciary funds are all the monies 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.



TOWNSHIP OF ARMADA, MICHIGAN
. Management's Discussion and Analysis
Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position.
In the case of the Township, assets and deferred outflows of resources for all activities exceeded liabilities
and deferred inflows of resources by $4,862,205 at the close of the most recent fiscal year.

Of the Township’s net position, $2,665,012 (54.81%) reflects its investment in capital assets (e.g. land,
construction in progress, roads, sidewalks, buildings and improvements, furniture and equipment, and
vehicles); 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.

An additional portion of the Township’s net position of $1,015,057 (20.88%) 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 $1,182,136 (24.31%) to meet its ongoing obligations to citizens and creditors.

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 activities.

The government’s net position for all activities increased by $327,686 during the current fiscal year.

Net Position
Governmental Activities
2020 2019

$ 2,298,074 $ 2,032,498
3,163,118 2,727,526

Current and other assets
Capital assets, net

Total assets 5,461,192 4,760,024
Total deferred outflows
of resources 11,475 1,003
Current and other liabilities 104,224 73,389
Long-term debt 498,106 162,118
Total liabilities 602,330 235,507
Total deferred inflows
of resources 8,131
Net position:
Net investment in capital assets 2,665,012 2,565,408
Restricted for public safety 999,956 808,409
Restricted for pension 15,102 19,946
Unrestricted 1,182,136 1,140,757
Total net position S 4,862,206 S 4,534,520




TOWNSHIP OF ARMADA, MICHIGAN
. Management's Discussion and Analysis

Change in Net Position
Governmental Activities

2020 2019

Program revenues -

Charges for services S 457,578 S 282,294

Operating grants 60,749 88,545
General revenues:

Property taxes 1,430,339 1,367,241

Intergovernmental 356,488 320,113

Other 155,048 60,588
Total revenues 2,460,202 2,118,781
Expenses:

General government 326,881 332,845

Public safety 557,646 562,075

Health and welfare 961,246 950,884

Public works 76,047 71,281

Recreation and culture 198,810 112,808

Interest on long-term debt 11,886 4,897
Total expenses 2,132,516 2,034,790
Change in net position 327,686 83,991
Net position:

Beginning of year 4,534,520 4,450,529

End of year S 4,862,206 S 4,534,520

Governmental Activities. The net position of the governmental activities increased by $327,686. This is
due to revenues, both within and outside of the township’s control or authority, increasing in fiscal year
2020. Specifically, revenue increased in the building department reflecting building and development
activity. State revenue sharing also increased our budgeted revenue. An increase in property taxable value
for both the emergency services fund and the Township operating millages increased revenue from the prior
year, as well.

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.



TOWNSHIP OF ARMADA, MICHIGAN
. Management's Discussion and Analysis

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

As of the end of fiscal year 2020, the Township’s governmental funds reported combined ending fund
balances of $2,165,617, an increase of $211,554 in comparison with the prior year. Approximately 53.57% of
this total amount, or $1,160,159, 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, $15,740, represents amounts prepaid for fiscal year 2021 expenditures in fiscal year 2020. The
restricted portion of the governmental fund balance, $989,718, is for emergency service activities.

The general fund is the chief operating fund of the Township. At the end of the current fiscal year,
unassigned fund balance of the general fund was $1,160,159 while total fund balance was $1,165,661. The
fund balance of the Township’s general fund increased by a total $20,007 during the current fiscal year.
The increase is the result of an effort to cut costs and increase fund balance for future contingencies.

General Fund Budgetary Highlights

The Township adopts an annual appropriated budget for the general fund and emergency services fund by
yearly 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 Board
receives a financial report at their monthly board meetings. 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.

Capital Asset and Debt Administration
Capital Assets. The Township’s investment in capital assets for its governmental activities as of March 31,
2020, amounted to $3,163,118 (net of accumulated depreciation). Capital assets balances for the current

year and the previous year ended March 31 were as follows:

Governmental Activities

2020 2019
Land S 285,349 S 285,349
Construction in progress 223,524 174,487
Roads and sidewalks 289,109 298,727
Buildings and improvements 1,048,432 1,037,630
Furniture and equipment 1,293,206 909,158
Vehicles 23,498 22,175
Total capital assets, net S 3,163,118 $ 2,727,526




TOWNSHIP OF ARMADA, MICHIGAN
. Management's Discussion and Analysis

The increase in the Township’s investment in capital assets for the current fiscal year of $435,592 resulted
primarily from the addition of the new fire engine exceeding depreciation. Additional information on
capital assets can be found in the notes to the financial statements.

Long-term Debt. At the end of the current fiscal year, the Township has total debt outstanding of
$498,106. The long-term debt of the Township increased by $335,988 during fiscal year 2021 as a result of a
new loan used to obtain a new fire truck. Outstanding balances for the current year and the previous year
ended March 31 were as follows:

Governmental Activities
2020 2019

Installment purchase agreements S 498,106 S 162,118

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.
Economic Factors and Next Year’s Budget and Rates
The following factors were considered in preparing the Township’s budget for the 2021 fiscal year:

The uncertainty of State revenue sharing

Department managers operating with a conservative and fiscally responsible budget approach

Potential industrial infrastructure development

The board of trustees has passed a conservative balanced budget for fiscal year 2021
Requests for Information
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.
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TOWNSHIP OF ARMADA, MICHIGAN

[ Statement of Net Position
March 31, 2020

Assets
Cash and cash equivalents
Receivables, net
Prepaid items
Net pension asset
Capital assets not being depreciated
Capital assets being depreciated, net

Total assets

Deferred outflows of resources
Deferred pension amounts

Liabilities
Accounts payable and accrued liabilities
Long-term debt:
Due within one year
Due in more than one year

Total liabilities

Deferred inflows of resources
Deferred pension amounts

Net position
Net investment in capital assets
Restricted for public safety
Restricted for pension benefits
Unrestricted

Total net position

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

12

Governmental
Activities

$ 2,085,744
181,488
15,740

15,102
508,873
2,654,245

5,461,192

11,475

104,224

78,985
419,121

602,330

8,131

2,665,012
999,956
15,102
1,182,136

S 4,862,206




TOWNSHIP OF ARMADA, MICHIGAN

[ statement of Activities
For the Year Ended March 31, 2020

Program Revenues

Operating Net
Charges Grants and (Expense)
Functions / Programs Expenses for Services Contributions Revenues
Primary government
Governmental activities:
General government S 326,881 S 99,219 S - S (227,662)
Public safety 557,646 31,137 42,553 (483,956)
Health and welfare 961,246 297,733 - (663,513)
Public works 76,047 - 18,196 (57,851)
Recreation and culture 198,810 29,489 - (169,321)
Interest on long-term debt 11,886 - (11,886)
Total governmental activities S 2,132,516 S 457,578 S 60,749 (1,614,189)
General revenues:
Property taxes 1,430,339
Grants and contributions not restricted
to specific programs 356,488
Other unrestricted revenues 47,915
Unrestricted investment earnings 16,007
Gain on sale of capital assets 91,126
Total general revenues 1,941,875
Change in net position 327,686
Net position, beginning of year 4,534,520
Net position, end of year S 4,862,206

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

[l Balance Sheet
Governmental Funds
March 31, 2020

Assets
Cash and cash equivalents
Accounts receivable
Taxes receivable
Due from other governments
Due from other funds
Prepaid items

Total assets

Liabilities
Accounts payable
Accrued liabilities
Due to other funds

Total liabilities

Deferred inflows of resources
Unavailable revenue

Fund balances
Nonspendable
Restricted
Unassigned

Total fund balances

Total liabilities and fund balances

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

General Services Totals
S 972,811 S 1,112,933 § 2,085,744
153 53,020 53,173
6,954 41,489 48,443
79,872 - 79,872
147,893 - 147,893
5,502 10,238 15,740
S 1,213,185 S 1,217,680 S 2,430,865
S 21,499 S 10,310 § 31,809
1,454 59,521 60,975
147,893 147,893
22,953 217,724 240,677
24,571 24,571
5,502 10,238 15,740
989,718 989,718
1,160,159 - 1,160,159
1,165,661 999,956 2,165,617
S 1,213,185 S 1,217,680 S 2,430,865




TOWNSHIP OF ARMADA, MICHIGAN

B Reconciliation
Fund Balances of Governmental Funds
to Net Position of Governmental Activities
March 31, 2020

Fund balances - total governmental funds S

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
Capital assets being depreciated, net

Certain assets are unavailable to pay for current period expenditures
and therefore are deferred in the funds.
Unavailable state shared revenues

Certain liabilities, such as bonds payable, are not due and payable
in the current period, and therefore are not reported in the funds.
Installment loans
Accrued interest on long-term debt

Certain pension-related amounts, such as the net pension asset and deferred amounts,
are not due and payable in the current period or do not represent current

Net pension asset
Deferred outflows related to the net pension asset
Deferred inflows related to the net pension asset

2,165,617

508,873

2,654,245

24,571

(498,106)
(11,440)

15,102
11,475
(8,131)

Net position of governmental activities S

4,862,206

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

. Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds

For the Year Ended March 31, 2020

Revenues
Taxes
Intergovernmental
Licenses and permits
Charges for services
Interest
Other

Total revenues

Expenditures

Current:
Legislative
General government
Public safety
Health and welfare
Public works
Recreation and culture

Debt service:
Principal
Interest

Capital outlay

Total expenditures
Revenues over (under) expenditures
Other financing sources (uses)
Issuance of long-term debt
Gain on sale of capital assets
Total other financing sources (uses)
Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

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

Emergency
General Services Totals
S 230,058 $ 1,200,281 S 1,430,339
350,113 42,553 392,666
96,685 - 96,685
32,023 328,870 360,893
8,966 7,041 16,007
36,806 11,109 47,915
754,651 1,589,854 2,344,505
59,724 59,724
250,185 - 250,185
158,618 330,574 489,192
- 921,751 921,751
67,328 - 67,328
165,733 165,733
140,362 140,362
- 5,343 5,343
49,037 551,772 600,809
750,625 1,949,802 2,700,427
4,026 (359,948) (355,922)
476,350 476,350
15,981 75,145 91,126
15,981 551,495 567,476
20,007 191,547 211,554
1,145,654 808,409 1,954,063
S 1,165,661 ) 999,956 §$ 2,165,617




TOWNSHIP OF ARMADA, MICHIGAN

B Reconciliation
Net Changes in Fund Balances of Governmental Funds
to Change in Net Position of Governmental Activities
For the Year Ended March 31, 2020

Net change in fund balances - total governmental funds S 211,554

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 661,902
Depreciation expense (226,310)

Governmental funds report proceeds from the sale of capital assets as other financing
sources. However, in the statement of activities, the net book value of the capital
assets are deducted from the proceeds and a gain (loss) on the sale of capital assets

is reported.
Proceeds from sale of capital assets (91,126)
Gain on sale of capital assets 91,126

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds:
State shared revenues 24,571

Proceeds from long-term debt provide current financial resources to governmental funds,
but issuing debt increases long-term liabilities in the statement of net position.
Repayment of long-term debt principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net position.
Issuance of long-term debt (476,350)
Principal payments on long-term debt 140,362

Some expenses reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expenditures in
governmental funds.

Change in the net pension asset and related deferred amounts (1,502)
Change in accrued interest on long-term debt (6,541)
Change in net position of governmental activities S 327,686

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

. Statement of Revenues, Expenditures, and Changes in Fund Balance
Budget and Actual - General Fund
For the Year Ended March 31, 2020

18

Actual over
Original Final (under) Final
Budget Budget Actual Budget
Revenues
Taxes 241,157  § 241,157 § 230,058 (11,099)
Intergovernmental 339,753 339,753 350,113 10,360
Licenses and permits 59,500 59,500 96,685 37,185
Charges for services 1,159,072 1,159,072 32,023 (1,127,049)
Interest 10,000 10,000 8,966 (1,034)
Other 30,402 30,402 36,806 6,404
Total revenues 1,839,884 1,839,884 754,651 (1,085,233)
Expenditures
Legislative -
Township board 109,947 98,761 59,724 (39,037)
General government:
Supervisor 34,342 34,342 33,760 (582)
Assessor 46,050 48,550 47,953 (597)
Elections 8,850 14,450 12,664 (1,786)
Clerk 58,177 60,203 60,318 115
Board of review 1,662 1,773 1,069 (704)
Treasurer 56,829 56,829 55,410 (1,419)
Buildings and grounds 23,154 23,154 9,415 (13,739)
Professional services 34,000 34,000 29,596 (4,404)
Total general government 263,064 273,301 250,185 (23,116)
Public safety:
Ordinance enforcement 6,618 6,618 5,459 (1,159)
Inspections 93,159 110,499 105,709 (4,790)
Planning and zoning 32,299 60,921 47,450 (13,471)
Total public safety 132,076 178,038 158,618 (19,420)
Public works:
Refuse collection 76,686 76,686 63,370 (13,316)
Cemetary 2,500 2,500 1,810 (690)
Highways, streets, and bridges 30,750 2,963 2,148 (815)
Total public works 109,936 82,149 67,328 (14,821)
continued...



TOWNSHIP OF ARMADA, MICHIGAN

. Statement of Revenues, Expenditures, and Changes in Fund Balance
Budget and Actual - General Fund
For the Year Ended March 31, 2020

Expenditures (concluded)
Recreation and culture -
Parks and recreation

Capital outlay
Total expenditures
Revenues over expenditures
Other financing sources
Gain on sale of
capital assets
Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

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

19

Actual over
Original Final (under) Final
Budget Budget Actual Budget
S 155,494 § 195,127 S 165,733 S (29,394)
75,000 74,590 49,037 (25,553)
845,517 901,967 750,625 (151,342)
994,367 937,917 4,026 (933,891)
10,000 10,000 15,981 5,981
1,004,367 947,917 20,007 (927,910)
1,145,654 1,145,654 1,145,654
S 2,450,021 $ 2,093,571 § 1,165,661 (927,910)
concluded.



TOWNSHIP OF ARMADA, MICHIGAN

. Statement of Revenues, Expenditures, and Changes in Fund Balance
Budget and Actual - Emergency Services
For the Year Ended March 31, 2020

Actual over
Original Final (under) Final
Budget Budget Actual Budget
Revenues
Taxes S 1,207,395 $§ 1,207,395 S§ 1,200,281 S (7,114)
Intergovernmental 6,501 39,856 42,553 2,697
Charges for services 966,404 966,404 328,870 (637,534)
Interest 500 500 7,041 6,541
Other 9,250 9,250 11,109 1,859
Total revenues 2,190,050 2,223,405 1,589,854 (633,551)
Expenditures
Current:
Public safety 298,328 308,613 330,574 21,961
Health and welfare 944,704 977,275 921,751 (55,524)
Total current 1,243,032 1,285,888 1,252,325 (33,563)
Debt service:
Principal - 69,802 140,362 70,560
Interest 5,343 5,343 5,343 -
Total debt service 5,343 75,145 145,705 70,560
Capital Outlay 161,000 145,189 551,772 406,583
Total expenditures 1,409,375 1,506,222 1,949,802 443,580
Revenues over (under) expenditures 780,675 717,183 (359,948) (1,077,131)
Other financing sources
Issuance of long-term debt - - 476,350 476,350
Gain on sale of capital assets 25,000 25,000 75,145 50,145
Total other financing sources 25,000 25,000 551,495 526,495
Net change in fund balance 805,675 742,183 191,547 (550,636)
Fund balance, beginning of year 808,409 808,409 808,409
Fund balance, end of year S 1,614,084 S$S 1,550,592 § 999,956 § (550,636)

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

. Statement of Fiduciary Assets and Liabilities
Agency Funds
March 31, 2020

Assets

Cash and cash equivalents S 64,283
Liabilities

Due to other individuals and agencies S 64,283

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

[ Notes To Financial Statements

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

The Township of Armada, Michigan (the "Township”), is a General Law Township governed by an elected
supervisor and a four-member board. 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.

Government-wide and Fund Financial Statements

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 are supported
by taxes and intergovernmental revenues.

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 and fiduciary funds, even though the latter
are excluded from the government-wide financial statements. Major individual governmental funds are
reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements, except
for agency funds, which do not have a measurement focus. Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are 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.

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 claims and judgments, are recorded
only when payment is due.

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. All other revenue items are considered to be measurable and available only when cash is received by
the government.
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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 emergency services fund is used to account for two emergency services tax millages levied by the
Township for the operation of the fire and ambulance departments.

Additionally, the Township reports the following fund type:
Agency funds are custodial in nature and do not present results of operations or have a measurement focus.
These funds are used to account for assets that the government holds for others in an agency capacity (such
as taxes collected for other governments).
Amounts reported as program revenues include: 1) charges to customers or applicants for goods, services, or
privileges provided and includes special assessments, and 2) operating 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.
Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources, and Equity

Deposits and Investments

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

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

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

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

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

Bankers’ acceptances of United States banks.

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

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

Transactions between funds that are representative of lending/borrowing arrangements outstanding at the end
of the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund
loans). All other outstanding balances between funds are reported as “due to/from other funds.”

Prepaid Items

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.

Net Pension Asset

The net pension asset is deemed to be a noncurrent asset and is recognized on the Township’s statement of
net position. For the purposes of measuring the net pension asset and deferred outflows of resources related
to pensions, and pension expense, information about the fiduciary net position of the Municipal Employees
Retirement System of Michigan ("MERS") and additions to/deductions from MERS’ fiduciary net position have
been determined on the same basis as they are reported by MERS. For this purpose, benefit payments including
refunds of employee contributions are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

Capital Assets

Capital assets, which include land, construction in progress, roads and sidewalks, buildings and improvements,
furniture and equipment, and vehicles, are reported in the applicable governmental activities columns in the
government-wide financial statements. The government defines capital assets as assets with an initial,
individual cost of more than $3,000 and an estimated useful life in excess of one year. 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.

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.

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

Years
Infrastructure 40
Buildings and improvements 20-40
Furniture, equipment, and vehicles 3-20
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Deferred Outflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element represents a consumption of net position
that applies to one or more future periods and so will not be recognized as an outflow of resources
(expense/expenditure) until then. The Township reports deferred outflows of resources for change in expected
and actual investment returns, assumptions, and benefits provided in its pension plan.

Long-term Obligations

In the government-wide financial statements long-term debt and other long-term obligations are reported as
liabilities in the governmental activities in the statement of net position.

In the fund financial statements, 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.

Deferred Inflows of Resources

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, represents an acquisition of net
position that applies to one or more future periods and so will not be recognized as an inflow of resources
(revenue) until that time. The governmental funds also report unavailable revenues, which arise only under a
modified accrual basis of accounting that are reported as deferred inflows of resources. These amounts are
deferred and recognized as an inflow of resources in the period that the amounts become available.

Fund Equity

Governmental funds report nonspendable fund balance for amounts that cannot be spent because they are
either (a) not in spendable form or (b) legally or contractually required to be maintained intact. Restricted
fund balance is reported when externally imposed constraints are placed on the use of resources by grantors,
contributors, or laws or regulations of other governments. Committed fund balance (if any) 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 (if any) for amounts that are constrained by the government’s intent to be used for
specific purposes, but are neither restricted nor committed. The Board of Trustees will assign any fund
balance amounts. Unassigned fund balance is the residual classification for the general fund.

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

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may differ from those estimates.
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.
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2. BUDGETARY INFORMATION

An annual budget is adopted on a basis consistent with generally accepted accounting principles for the
general fund and special revenue funds. All annual appropriations lapse at fiscal year end.

The budgets for the general fund and the special revenue fund are adopted at the department level. The
government does not utilize encumbrance accounting.

3. EXCESS OF EXPENDITURES OVER BUDGET
State statutes provide that a local unit shall not incur expenditures in excess of the amounts appropriated.

The approved budgets of the Township were adopted on a department level basis for the general fund and the
special revenue fund. The Township incurred expenditures in excess of amounts appropriated for the year for:

Actual over
Final (under) Final
Budget Actual Budget
General fund
Clerk 60,203 60,318 115
Emergency
services fund
Public safety 308,613 330,574 21,961
Capital outlay 145,189 551,772 406,583
Principal 69,802 140,362 70,560

4. CASH AND DEPOSITS

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

Statement of Net Position
Cash and cash equivalents S 2,085,744

Statement of Fiduciary Assets and Liabilities

Cash and cash equivalents 64,283
Total S 2,150,027
Deposits

Bank deposits:

Checking and savings accounts S 2,059,411
Certificates of deposit (due within one year) 90,483

Cash on hand 133

Total S 2,150,027
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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, $1,505,373 of the Township’s bank balance of $2,191,400 was
exposed to custodial credit risk because it was uninsured and uncollateralized.

Interest Rate Risk. The Township will minimize interest rate risk, which is the risk that the market value of
securities in the portfolio will fall due to changes in market interest rates, by designating its investment
portfolio with the objective of obtaining a rate of return through the economic cycles considering risk
constraints and cash flow characteristics.

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.

5. RECEIVABLES, NET

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

Total
General Emergency Governmental
Fund Services Activities
Accounts S 153 § 69,956 S 70,109
Allowance for doubtful
accounts - (16,936) (16,936)
Taxes 6,954 41,489 48,443
Due from other governments 79,872 - 79,872
S 86,979 $ 94,509 S 181,488
6. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Payables are comprised of the following at year-end:
Government- Total
General Emergency wide Governmental
Fund Services Statements Activities
Accounts payable S 21,499 § 10,310 § - S 31,809
Accrued liabilities 1,454 59,521 - 60,975
Accrued interest - 11,440 11,440
S 22,953 $ 69,831 § 11,440 S 104,224
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7. INTERFUND RECEIVABLES AND PAYABLES

The composition of interfund balances as of March 31, 2020, is as follows:

Due to and from primary government funds

General fund
Emergency services fund

Total

Due from
Other funds

Due to
Other funds

147,893 S -
147,893

S

147,893 § 147,893

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.

8. CAPITAL ASSETS

Capital asset activity for the Township for the year ended March 31, 2020, was as follows:

Beginning Ending
Balance Additions Disposals Transfers Balance

Governmental Activities
Capital assets not being depreciated:

Land ) 285,349 § - S ) -5 285,349

Construction in progress 174,487 49,037 223,524

459,836 49,037 508,873

Capital assets being depreciated:

Roads and sidewalks 366,516 - 366,516

Buildings and improvements 2,119,747 74,061 - 2,193,808

Furniture and equipment 2,642,595 527,646 (194,900) 2,975,341

Vehicles 57,360 11,158 - 68,518

5,186,218 612,865 (194,900) 5,604,183

Less accumulated depreciation for:

Roads and sidewalks (67,789) (9,618) (77,407)

Buildings and improvements (1,082,117) (63,259) - (1,145,376)

Furniture and equipment (1,733,437) (143,598) 194,900 (1,682,135)

Vehicles (35,185) (9,835) - (45,020)

(2,918,528) (226,310) 194,900 (2,949,938)

Total capital assets

being depreciated, net 2,267,690 386,555 2,654,245
Governmental activities

capital assets, net S 2,727,526 §$ 435,592 S S - $ 3,163,118
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Depreciation expense was charged to functions/programs of the primary government as follows:

Depreciation of governmental activities by function

General government
Public safety

Public works
Recreation and culture

9. LONG-TERM DEBT

S 16,974
167,540

8,719

33,077

S 226,310

Long-term debt activity for the year ended March 31, 2020, was as follows:

Beginning
Balance
Note from direct borrowings
and direct placements:
$300,000 loan payable
due in annual
installments of $35,704,
including interest,
through April 24,
2023, interest at 3.25% S 162,118
$476,330 loan payable
due in annual principal
installments of $47,635
through August 1, 2027,
interest at 3.00%

Ending

Additions Deductions Balance

S -8 (30,362) S 131,756

476,350 (110,000) 366,350

Due Within
One Year

31,350

47,635

$ 162,118

$ 476,350 $ (140,362)  $ 498,106

78,985

Annual debt service requirements to maturity for direct borrowings and direct placements are as follows:

Year Ended
March 31,

2021
2022
2023
2024
2025
2026-2028

Governmental Activities

Principal Interest

S 78,985 § 15,528
80,030 13,003

81,098 10,487

82,183 7,935

47,635 5,362

128,175 7,350

S 498,106 $ 59,665
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10.

11.

12.

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 Plan under a
master policy for the period July 1, 2011 to July 1, 2019. 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 fiscal years.

The Township participates in a pool, the Michigan Municipal League Workers’ Compensation Fund, with other
municipalities for workers’ compensation losses. The pool is organized under Public Act 317 of 1969, as
amended. In the event the pool’s claims and expenses for a policy year exceed the total normal annual
premiums for said years, all members of the specific pool’s policy year may be subject to special assessment
to make up the deficiency. The Township has not been informed of any special assessments being required.

PROPERTY TAXES

Property taxes are levied on December 1. The tax levy is due February 28. All taxes not paid by their due date
are deemed delinquent. Delinquent real and personal property taxes are turned over to the Macomb County
Treasurer on March 1 of the year following the levy. The Macomb County Treasurer remits payment to all
taxing units on all delinquent real property taxes. Personal property payments are remitted to the Township
when Macomb County collects the delinquent property taxes still outstanding after March 1.

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. The Township is permitted to levy up to
$1 per $1,000 of taxable valuation for general governmental service and additional amounts for fire and
advanced life support operations. For the year ended March 31, 2020, the Township levied 0.7235 mills for
general governmental services, 3.2500 mills for fire services, and 1.5000 mills for advanced life support
services. The total taxable value for the 2018 levy for the property within the Township was $324,355,448.

PENSION PLAN
General Information About the Plan

Plan Description. The Township's defined benefit pension plan provides certain retirement, disability, and
death benefits to plan members and beneficiaries. The Township participates in the Municipal Employees
Retirement System of Michigan ("MERS"). MERS is an agent multiple-employer, statewide public employee
pension plan established by the Michigan Legislature under Public Act 135 of 1945 and administered by a nine
member Retirement Board. MERS issues a publicly available financial report that includes financial statements
and required supplementary information. This report may be obtained accessing the MERS website at
www.mersofmich.com.

Benefits Provided. Pension benefits vary by division/bargaining unit and are calculated as final average
compensation (based on a 5 year period) and multipliers at 2.80%. Participants are considered to be fully
vested in the plan after 10 years. Normal retirement age is 60 with early retirement at age 50 with 25 years of
service, or age 55 with 15 years of service, depending on division/bargaining unit.
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Employees Covered by Benefit Terms. At the December 31, 2019 valuation date, plan membership consisted
of the following:

Inactive employees entitled to but not yet receiving benefits 1
Active employees 8
Total membership 9

Contributions. The employer is required to contribute amounts at least equal to the actuarially determined
rate, as established by the MERS Retirement Board. The actuarially determined rate is the estimated amount
necessary to finance the cost of benefits earned by employees during the year, with an additional amount to
finance any unfunded accrued liability. In addition, the employer may establish contribution rates to be paid
by its covered employees.

Employer and employee contribution amounts or rates, by division/bargaining unit, were as follows for the
year ended March 31, 2020:

Employer Employee
Division/Bargaining Unit Contribution Contribution Status
05 - Fire and Permanent EE $2,066/month 6.00% Open

Net Pension Liability. The Township's net pension asset was measured as of December 31, 2019, and the total
pension liability used to calculate the net pension asset was determined by an actuarial valuation as of that
date.

Actuarial Assumptions. The total pension liability in the December 31, 2019 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.50%
Salary increases 3.00% in the long-term
Investment rate of return 7.35%, net of investment and administrative

expense including inflation

The mortality table used to project the mortality experience of non-disabled plan members is a 50% male, 50%
female blend of the following tables:

o The RP-2014 Healthy Annuitant Mortality Tables, with rates multiplied by 105%

e The RP-2014 Employee Mortality Tables

o The RP-2014 Juvenile Mortality Tables

The mortality table used to project the mortality experience of disabled plan members is 50% Male, 50%
Female blend of RP-2014 Disabled Retiree Mortality Tables.

The actuarial assumptions used in the December 31, 2019 valuation were based on the results of the most
recent actuarial experience study of 2008-2013.
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Long-term Expected Rate of Return. The long-term expected rate of return on pension plan investments was
determined using a model method in which the best-estimate ranges of expected future real rates of return
(expected returns, net of investment and administrative expenses and inflation) are developed for each major
asset class. These ranges are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by adding expected
inflation. The target allocation and best estimates of arithmetic real rates of return for each major asset class
are summarized in the following table:

Expected
Long-Term Money-

Target Expected Real Weighted Rate

Asset Class Allocation Rate of Return of Return
Global equity 60.0% 5.25% 3.15%
Global fixed income 20.0% 1.25% 0.25%
Private Investments 20.0% 7.25% 1.45%

100.0%

Inflation 2.50%
Administrative expenses netted above 0.25%
7.60%

Discount Rate. The discount rate used to measure the total pension liability as of December 31, 2019 was 7.6%
(down from 8.0% at December 31, 2018). The projection of cash flows used to determine the discount rate
assumes that employer and employee contributions will be made at the rates agreed upon for employees and
the actuarially determined rates for employers. Based on these assumptions, the pension plan’s fiduciary net
position was projected to be available to pay all projected future benefit payments of current active and
inactive employees. Therefore, the long-term expected rate of return on pension plan investments was applied
to all periods of projected benefit payments to determine the total pension liability.
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Changes in Net Pension Asset
The components of the change in the net pension asset are summarized as follows:

Total Pension  Plan Fiduciary Net Pension

Liability Net Position Asset
(@ (b) (a) - (b)

Balances at December 31, 2018 S 44,444 S 54,387 S (9,943)
Changes for the year:

Service cost 49,889 - 49,889

Interest 5,199 - 5,199

Difference between expected and actual experience (9,034) - (9,034)

Changes in assumptions 611 - 611

Employer contributions - 42,671 (42,671)

Net investment income - 9,591 (9,591)

Benefit payments (1,974) (1,974) -

Administrative expense - (166) 166

Other changes 273 - 273
Net changes 44,964 50,122 (5,159)
Balances at December 31, 2019 ) 89,408 S 104,509 S (15,102)

Sensitivity of the Net Pension Asset to Changes in the Discount Rate. The following presents the net pension
asset of the Township, calculated using the discount rate of 7.60%, as well as what the Township’s net pension
liability (asset) would be if it were calculated using a discount rate that is 1% lower (6.60%) or 1% higher
(8.60%) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.60%) (7.60%) (8.60%)
S 22,925 S (15,102) S (29,109)

Pension Plan Fiduciary Net Position. Detailed information about the pension plan’s fiduciary net position is
available in the separately issued Plan financial statements.
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13.

Pension Expense and Deferred Outflows of Resources Related to Pensions

For the year ended March 31, 2020, the Township recognized pension expense of $49,281. The Township
reported deferred outflows of resources related to pensions from the following sources:

Net Deferred

Deferred Deferred Outflows
Outflows of Inflows of (Inflows) of
Resources Resources Resources
Differences in investment returns ) 22 S - S 22
Differences in experience - 8,131 (8,131)
Changes in assumptions 550 - 550
572 8,131 (7,559)
Contributions subsequent to the measurement date 10,903 10,903
Total S 11,475 S 8,131 § 3,344

The amount reported as deferred outflows of resources resulting from contributions subsequent to the
measurement date will be recognized as a reduction in the net pension asset for the year ending March 31,
2020. Other amounts reported as deferred outflows/inflows of resources related to the pension will be
recognized in pension expense as follows:

Year Ended

March 31, Amount
2021 S (573)
2022 (573)
2023 (573)
2024 (1,625)
2025 (844)

2026-2029 (3,371)
Total S (7,559)

Payable to the Pension Plan. At March 31, 2019, the Township had $398 payable for contributions to the
pension plan.

DEFINED CONTRIBUTION RETIREMENT PLAN

The Township has a single employer defined contribution pension plan administered by Nationwide. The
Township contributes 10% of the annual salary for the Fire Chief. The Township's policy is to fund pension
costs on an annual basis. Employer contributions for the year were $6,760. Benefits attributable to employer
contributions are 100% vested. The pension, as established, does not recognize prior service costs as it is
based exclusively on current compensation earned by participants.
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14. STATE CONSTRUCTION CODE ACT COMPLIANCE

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.

Revenues - building fee revenues
Expenditures

Current year loss

Loss absorbed in 2001-2019

15. FUND BALANCES - GOVERNMENTAL FUNDS

$ 96,685
(105,709)
$ (9,024)

S  (278,558)

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:

Nonspendable -
Prepaids

Restricted for -
Emergency services activities

Unassigned

Total fund balances,
governmental funds

16. NET INVESTMENT IN CAPITAL ASSETS

General Emergency
Fund Services Total
5,502 S 10,238 S 15,740
989,718 989,718
1,160,159 1,160,159
1,165,661 § 999,956 S 2,165,617

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

Capital assets, net
Related debt:
Bonds outstanding

Net investment in capital assets
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17. CORONAVIRUS (COVID-19)

In March 2020, the World Health Organization declared the novel coronavirus outbreak (COVID-19) to be a
global pandemic. The extent of the ultimate impact of the pandemic on the Township's operational and
financial performance will depend on various developments, including the duration and spread of the outbreak
and its impact on employees, vendors, and taxpayers, all of which cannot be reasonably predicted at this
time. In addition, it may place additional demands on the Township for providing emergency services to its
citizens. While management reasonably expects the COVID-19 outbreak to negatively impact the Township's
financial position, and changes in financial position, the related financial consequences and duration are
highly uncertain.
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TOWNSHIP OF ARMADA, MICHIGAN

. Required Supplementary Information
MERS Agent Multiple-Employer Defined Benefit Pension Plan

Schedule of Changes in the Township's Net Pension Asset and Related Ratios

Year Ended March 31,

2018 2019 2020
Total pension liability
Service cost S 30,601 S 34,095 § 49,889
Interest 1,184 2,028 5,199
Benefit payments, including refunds
of employee contributions (1,000) - (1,974)
Difference between expected
and actual experience - - (9,034)
Changes in assumptions - - 611
Other changes (22,477) 13 273
Net change in total pension liability 8,308 36,136 44,964
Total pension liability, beginning of year - 8,308 44,444
Total pension liability, end of year 8,308 44,444 89,408
Plan fiduciary net position
Employer contributions 10,642 35,824 42,671
Employee contributions 10,648 - -
Net investment income (loss) 513 (2,166) 9,591
Benefit payments, including refunds
of employee contributions (1,000) - (1,974)
Administrative expense (5) (69) (166)
Net change in plan fiduciary net position 20,798 33,589 50,122
Plan fiduciary net position, beginning of year - 20,798 54,387
Plan fiduciary net position, end of year 20,798 54,387 104,509
Township's net pension asset S (12,490) $ 9,943) S (15,102)
Plan fiduciary net position as a percentage
of total pension liability 250.3% 122.4% 116.9%
Covered payroll S 275,193 § 306,606 S 418,178
Township's net pension asset as a percentage
of covered payroll -4.5% -3.2% -3.6%

Notes:
GASB 68 was implemented in fiscal year 2018 because the Plan was not started until that year. This schedule is being built
prospectively. Ultimately, 10 years of data will be presented.

In 2020, amounts reported as change of assumptions resulted primarily from a decrease in the assumed rate of return from 7.75% to
7.35%, and a decrease in the assumed rate of wage inflation from 3.75% to 3.00%
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TOWNSHIP OF ARMADA, MICHIGAN

. Required Supplementary Information
MERS Agent Multiple-Employer Defined Benefit Pension Plan

Fiscal Year Actuarially
Ending Determined
March 31, Contribution
2018 S 12,445
2019 35,824
2020 42,671

Schedule of Contributions

Contributions

in Relation to Contributions
the Actuarially  Contribution as Percentage
Determined Deficiency Covered of Covered
Contribution (Excess) Payroll Payroll
S 12,445 - S 275,193 4.5%
35,824 - 306,606 11.7%
42,671 - 418,178 10.2%

Note: GASB 68 was implemented in fiscal year 2018 because the Plan was not started until that year.
This schedule is being built prospectively. Ultimately, 10 years of data will be presented.

Notes to Schedule of Contributions

Valuation Date

Actuarially determined contribution rates are calculated as of
December 31, which is 15 months prior to the beginning of the fiscal
year in which contributions are reported.

Methods and assumptions used to determine contribution rates:

Actuarial cost method

Amortization method

Remaining amortization
period

Asset valuation method

Inflation

Salary increases
Investment rate of return

Retirement age

Mortality

Entry-age normal
Level percent

0 years

5-year smooth market

2.50%

3.75% in the long-term

7.35%, net of investment and administrative expense including
inflation

Age-based table of rates that are specific to the type of eligibility
condition. The Normal Retirement rates were first used for the
December 31, 2015 actuarial valuations. The Early Retirement rates
were first used for the December 31, 2015 actuarial valuations.

50% Female/50% Male blend of the RP-2014 Healthy Annuitant
Mortality Tables with rates multiplied by 105%, the RP-2014 Employee
Mortality Tables, and the RP-2014 Juvenile Mortality Tables.
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?4 Re h m a n n Rehmann Robson
1249 Griswold St.
Suite 201
Detroit, MI 48226
Ph: 313.202.7400
Fx: 313.967.0135
rehmann.com

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

September 9, 2020

Board of Trustees
Township of Armada
Macomb County, 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, each major fund, and the aggregate remaining fund information of the Township of Armada
(the "Township”), as of and for the year ended March 31, 2020, and the related notes to the financial
statements, which collectively comprise the Township's basic financial statements, and have issued our
report thereon dated September 9, 2020.

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) to determine the 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.

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 and therefore, material weaknesses or significant deficiencies
may exist that have not been identified. However, as described in the accompanying schedule of
findings and responses, we did identify a certain deficiency in internal control that we consider to be
material weakness.

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. We consider the deficiency described in the accompanying schedule of
findings and responses as item 2020-001 to be a material weakness.

Rehmann is an independent member of Nexia International.

CPAs & Consultants Wealth Advisors Corporate Investigators @ Nex ia
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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.

Compliance and Other Matters

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 determination of financial statement amounts. 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.

Township’s Response to Findings

The Township’s responses to the findings identified in our audit are described in the accompanying
schedule of findings and responses. The Township’s responses were not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on
them.

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.

'{d’ﬂ—b‘v LLC
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TOWNSHIP OF ARMADA, MICHIGAN

. Schedule of Findings and Responses
For the Year Ended March 31, 2020

2020-001 - Construction Bond and Developer Fee Agency Accounts (Repeat Comment)
Finding Type. Material Weakness in Internal Control over Financial Reporting.

Criteria. The Township uses an agency fund to account for construction bonds and fees paid to the
Township by developers and other companies that are completing projects which require inspection that
will be paid back to the developers. Accordingly, the Township is required to keep accurate subsidiary
records of the amounts held in these liability accounts. These accounts should be analyzed and reconciled
on a regular basis (e.g., monthly or quarterly). Additionally, individual line items in these accounts should
be evaluated regularly and either written off to the general fund, escheated to the state, or returned to the
parties who originally paid the bond or fees.

Condition. We requested detail for the construction bonds payable and the developer's fees payable in the
Township’s agency fund. The Township was able to provide current year reconciliations to the general
ledger for the changes in these accounts; however, it was unable to provide a detail of what comprises the
ending balance for the construction bond and developer's fees accounts due to a variance between what is
recorded and what is in the detail for the accounts. For both accounts, we noted several payments (some
over ten years old) that were made by individuals and never returned and the Township made note of which
projects were still ongoing. This could be because the project was never finished or the result of a record
keeping error.

Cause. The Township does not have a policy to reconcile a complete subsidiary detail to the general
ledger.

Effect. As a result of the condition, the Township is exposed to an increased risk that misstatements,
whether through error or fraud, may occur and not be prevented, or detected and corrected, on a timely
basis. Balances in agency funds are particularly sensitive as this fund type, by its nature, is not subject to
the normal budgetary oversight found in other funds. Accordingly, it is especially important that these funds
be reconciled regularly to a complete detail. While the related cash balances were reconciled, this only
verifies the amounts actually on hand, not the balances that should be on hand.

Recommendation. We recommend the Township implement procedures to ensure that a detail is
maintained to support the balances being reported and that all accounts are reconciled to the general
ledger. Additionally, the Township should reach out to legal counsel to find remedies for those amounts
that have been on the Township's books for numerous years.

View of Responsible Officials. The building administrator will track the bonds (financial guarantees) and
when the job is complete and will request a check from clerks office within 30 days. The building
administrator will verify the amount and give back to the clerk to be mailed. All efforts will be made to get
the money back to the payer. Any building permits that are open after five years will be abandoned and
deposited into the general fund. The administrator will supply the financials to the clerk quarterly to
reconcile against the general ledger for accuracy. We will be drafting a policy that reflects this.
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