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Independent Auditor's Report

To the Township Board
Township of Krakow
Presque Isle County, Michigan

We have audited the accompanying general purpose financial statements of the governmental activities of Krakow
Township as of and for the year ended March 31, 2008, which collectively comprise the basic financial statements of
Krakow Township's management. Our responsibility is to express opinions on these financial statements based on our
audit,

We conducted our audit in accordance with auditing standards generally accepted in the United States of America 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 of material misstatement. An audit includes examining. on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and the significant estimates made by management. as welf as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our apinicn, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities of Krakow Township as of March 31, 2008, and the respective changes in financial
position of those activities and funds. and the budgetary comparison for the general fund for the year ended in conformity
with accounting principles generally accepted in the United States of America.

The management’s discussion and analysis and budgetary comparison information are not a reguired part of the basic
financial statements but are supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplemental information. However, we did not
audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our report dated July 31, 2008 on our
consideration of Krakow Township's internal control over financial reporting anc on our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and cother matters. The purpecse of that reportis to
describe the scope of our testing of internai control over financia! reporting and compiiance and the results of that testing,
and not to provide an opinion on the internal contrel over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise Krakow
Township's basic financial statements. The accompanying combined and individual financial statements, as identified in
the table of contents, are presented for purposes of additional analysis and are not a required part of the basic financial
statements. The accompanying required supplemental and other supplemental information, as identified in the table of
contents, is not a required part of the basic financial statements. The combined and individual financial statements have
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, are
fairly stated in all material respects in relation to the basic financial statements as a whole.

Johnson & Schulze, P.C.
July 31, 2008
SHANNA M. JOHNSON, CPA KEISTY L. SCHULZE, CPA



KRAKOW TOWNSHIP
MANAGEMENT’'S DISCUSSION AND ANALYSIS

This section of the Township's annual financial report presents our discussion and analysis of the
Township's financial performance during the fiscal year ended March 31. 2008. Please read it in
conjunction with the financial statements, which immediately follow this section.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities provide information about the activities of the Township as a whole and present
a long-term view of the Township’s finances. Fund financial statements tell how these services were
financed in the short-term, as well as what remains for future spending. Fund financial statements also
report the Township's operations in more detail than the government-wide financial statements.

FINANCIAL HIGHLIGHTS

Assets at March 31, 2008 totaled $227,559 for governmental activities. Of the total, $94,002
represents capital assets, net of depreciation.

Revenues derived from all activities were $157 427 Overall expenditures for the Township's
governmental activities were $106,379.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts: (1) Management’'s Discussion and Analysis (MD&A). (2) the
basic financial statements, and (3) required supplemental information. The basic financial statements
include two different kinds of statements that present different views of the Township.

The first two statements are government-wide financial statements and provide both long and short-
term information about our overall financial status. These statements present governmental activities
and/or business-type activities. There were no business-type activities for the fiscal year ended March
31, 2008.

The remaining statements are fund financial statements, which focus on the individual parts of the
Township in more detail.

The Notes to Financial Statements explain some of the information in the statements and provide more
detailed data.

Required supplemental information further explains and supports the financial statement information
with budgetary comparisons.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide statements report information about the Township as a whole, using accounting
methods used by private companies. The Statement of Net Assets includes all of the Township’s
assets and liabilities. The Statement of Activities records all of the current year's revenues and
expenditures, regardless of when received or paid.



KRAKOW TOWNSHIP
MANAGEMENT'S DISCUSSION AND ANALYSIS

The two government-wide statements report net assets and how they have changed. Net assets are
the difference between the Township's assets and liabilities. This is one method to measure the
financial health or pasition.

Over time. increases or decreases in the Township’s net assets are an indicator of whether financial
position is improving or deteriorating.

To assess the overall health of the Township, additional factors such as tax base changes. facility
conditions, and personnel changes may be considered.

Most of the activities of the Township are reported as governmental activities. These would include the
operations recorded in the General Fund.

FUND FINANCIAL STATEMENTS

The fund financial statements provide more detailed information about the Township's funds, focusing
on significant {(major) funds, not the Township as a whole. Funds are used to account for specific
activites or funding sources. Some funds are required by law or bond covenants. The Township
Board may also create them. Funds are established to account for funding and spending of specific
financial resources and to show proper expenditure of those resources.

The Township has the following types of funds:
Governmental Funds

Most of the Township’s activities are included in the governmental fund category. This fund is
presented on the modified accrual basis, which is designed to show short-term financial information.
You will note the differences between the Township's government-wide statements and the fund
statements are disclosed in reconciling statements to explain the differences between them.

The Township maintains only one individual governmental fund, a General Fund, which we consider to
be a major fund. This fund is financed primarily by property tax revenue and state shared revenues.

Fiduciary Funds

The Township acts as a trustee or fiduciary and is responsible for insuring that the assets of these
activities are collected and disbursed to the respective entities to which the funds belong. The
Township maintains these funds and is responsible for insuring that the assets of these activities are
spent for their intended purpose and at the direction of those individuals or organizations to which the
funds belong. These activities do not appear in the Township's government-wide financial statements
since the assets do not belong to the Township. The Township maintains a Tax Collection Fund in this
category.



KRAKOW TOWNSHIP
MANAGEMENT'S DISCUSSION AND ANALYSIS
FUND ANALYSIS OF THE TOWNSHIP AS A WHOLE
Net Assets

The Township's governmental activities net assets increased $41 945 during the year, to total
$223,111.

FINANCIAL ANALYSIS OF THE TOWNSHIP’S FUNDS
Governmental Activities

The general activities remained consistent, and the Township continued to provide the same services
to its residents: administrative, assessing, elections, township hall maintenance. road maintenance, tax
collection, street lighting, ambulance service and fire protection.

Capital Asset Administration

At March 31, 2008, the Township had $154,680 in capital assets, including the town hall, land,
computers and other office equipment. The net book value is $94,002 at March 31, 2008.

CONTACTING VILLAGE MANAGEMENT

The financial report is designed to provide our citizens, creditors, investors, and customers with a
general overview of the Township's finances and to demonstrate the Township’s accountability for
revenues it receives. If you have any questions concerning this report, or need additional information.
please contact the Township Clerk at (989) 766-8804.



TOWNSHIP CF KRAKOW
Presque Isfe County, Michigan

GOVERNMENT-WIDE STATEMENT OF NET ASSETS
March 31, 2008

ASSETS:

CURRENT ASSETS:

Cash in bank

Investments

Taxes receivable

Special assessments receivable
Total Current Assets
NON-CURRENT ASSETS:

Capital Assets

Less Accumulated Depreciation

Total Non-current Assets

TOTAL ASSETS
LIABILITIES AND NET ASSETS:
LIABILITIES:
CURRENT LIABILITIES
Deferred revenue
Tota! Current Liabilities

NET ASSETS:

Invested in Capital Assets, Net of Related Debt
Unrestricted

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

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

7

Governmental
Activities

3,410
119,440
6,259
7137

136.246

154,680
(60,678)

94,002

230.248

7,137

7,137

94.002
129,105

223,111

230,248




TOWNSHIP OF KRAKOW
Presque Isle County, Michigan

GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
For the year ended March 31, 2008

FUNCTIONS/PROGRAMS

Governmental Activities:
Legislative
General government
Public safety
Public works

Total Governmental Activities

General Revenues:
Property taxes
Other taxes
State revenue sharing
Interest
Miscellaneous

Total General Revenues
Change in Net Assets
Net Assets, Beginning of year

Net Assets, End of Year

Expenses

Program
Revenue

Governmental
Activities

Charges for
Services

Net (Expense)
Revenue and
Changes in Net

Assets

20478
33.884
16.081
45 029

15955
578
18,866

115,482

35,399

AP ]

(20.478)
(17.929
{15 513)

)

The accompanying notes are an integral part of these financial statements.
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60,150
6,004
45.363
2872
7.839

122,028

41,945

181,166

223111




TOWNSHIP OF KRAKOW

Presque isle County, Michigan

COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS

March 31, 2008

Assets

Cash in bank

Investments

Taxes receivable

Special assessment receivable

Total Assets

Liabilities and Fund Equity

Liabilities:
Deferred revenue
Total liabilities

Fund equity:
Fund Balances
Unreserved:
Undesignated
Total fund equity

Total Liabilities and Fund Equity

The accompanying notes are an integral part of these financial statements

2

General

3.410
119.440
6.259
7137

138,246

7137

7,137

129,109

129,109

136.245




TOWNSHIP OF KRAKOW
Presque isle County, Michigan

RECONCILIATION OF BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
For the year ended March 31, 2008

TOTAL FUND BALANCES - GOVERNMENTAL FUNDS S 129,109

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

Capital assets used in governmental activities are not financial resources and
therefere are not reparted in the governmental funds balance sheet:

Capital assets at cost 154 680
Accumulated depreciation {60 678)
TOTAL NET ASSETS - GOVERNMENTAL ACTIVITIES 3 223111

The accompanying notes are an integral part of these financial statements
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TOWNSHIP OF KRAKOW
Presque isle County, Michigan

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS
For the year ended March 31, 2008

Revenues:

Property Taxes

Other taxes

Licenses and permits
State revenue sharing
Charges for services

Property tax admirnistration

Transfer station
Interest
Special assessments
Miscellaneous

Total Revenues

Expenditures:

Legislative:

Township Board
General government:

Supervisor

Elections

Assessor

Clerk

Board of Review

Treasurer

Building and grounds
Pubiic safety

Ordinance officer

Fire protection

Planning and zoning
Public works

Highways and streets

Street lighting

Sanitation

General

58.34%
6.004
1,038

45,363

15.955
18.406
2672
1.801
7.839

157.427

19,485

7.004
1,920
14.000
8.240
1,380
8,496
6,991

600
14 767
30580

2,000
883
17,553

Total Expenditures

Excess {Deficiency) of Revenues over Expenditures

Fund Balance, April 1

Fund Balance, March 31

The accompanying notes are an integral part of these financial statements.
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106,379

51.048

78,061

128,109




TOWNSHIP OF KRAKOW
Presque Isle County, Michigan

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the year ended March 31, 2008

NET CHANGE IN FUND BALANCES- TOTAL GOVERNMENTAL FUNDS L 21.048

Amounts reported for governmental activities in the Statement of Activities are different because.
Government funds report capital outlays as expenditures; in the Statement of Activities.
these costs are allocated over their estmated useful lives as depreciation.

Depreciation Expense (12.034)
Capital Qutlay 2,931
CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES S 41,945

The accompanying notes are an integral part of these financial statements

12



TOWNSHIP OF KRAKOW
PRESQUE ISLE COUNTY, MICHIGAN
Notes to Financial Statements
March 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Local Governmental Unit conform to accounting principies
generally accepted in the United States of America (GAAP) as applicable to governmental units.
The fotlowing is @ summary of the significant accounting policies used by the Local
Governmental Unit:

A. Reporting Entity

The Township of Krakow is located in Presque Isle County, Michigan. The Local Governmental
Unit is governed by an elected board. The accompanying financial statements present the
government entities for which the government 1s cansidered to be financially accountable.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (1.e., the statement of net assets and the statement
of changes in net assets) report information on all of the non fiduciary activities of the primary
government. Governmental activities, normally 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. Krakow Township does not have any business-type activities
reported in proprietary funds.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment is 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 operations or capital requirements of a particular function or segment.
Taxes and other items not properly included among program revenues are reported instead as
general revenue.

Typically, separate financial statements are provided for governmentat funds and proprietary
funds. Major individual governmental funds and major individual enterprise funds are reported
as separate columns in the fund financial statements. However, Krakow Township does not
have any proprietary funds to report.

Governmental Funds

Governmental funds are those funds threcugh which most governmental functions typically are
financed. The acquisition, use and balances of the government’s expendable financial
resources and the related current liabilities are accounted for through governmental funds.
The Government reports the following major fund:

The general fund is the Government's primary operating fund. It accounts for all financial
resources of the Government, except those required to be accounted for in another fund.

13



TOWNSHIP OF KRAKOW
PRESQUE ISLE COUNTY, MICHIGAN
Notes to Financial Statements
March 31, 2008

C. 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. Revenue is 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 revenue in the year for which they are levied. Grants
and similar items are recognized as revenue as soon as all eligibility requirements imposed by
the provider have been met.

Among reported as program revenue include: (1) charges to customers or applicants for goods.
services, or privileges provided; (2) operating grants and contributions: and (3) capital grants
and contributions. Internally dedicated resources are reported as general revenue rather than
as pregram revenue. Likewise, general revenue includes all taxes and unrestricted State aid.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the medified accrual basis of accounting. Revenue is recognized as
soan as it is both measurable and available. Revenue is considered to be available if it is
collected within the current period or soon enough thereafter to pay habilties of the current
period. Forthis 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.

Property taxes, intergovernmental grants, and interest associated with the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as revenue of the
current fiscal period. All other revenue items are considered to be available only when cash is
received by the government.

Private-sector standards of accounting issued prior to December 1. 1989, are generally followed
in the government-wide fund financial statements to the extent that those standards do not
conflict with the standards of the Governmental Accounting Standards Board.

D. Assets, Liabilities, and Net Assets or Equity

Bank Deposits and Investments

Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-
term investments with a maturity of three months or less when acquired. Investments are stated
at fair value and consist of certificates of deposit as of March 31, 2008.

Receivables and Payables
Property tax receivables are shown as net of ailowance for uncollectible amounts. Property
taxes are levied on each December 1 on the taxable valuation of property as of the preceding

14



TOWNSHIP OF KRAKOW
PRESQUE ISLE COUNTY, MICHIGAN
Notes to Financial Statements
March 31, 2008

December 31°" Taxes are considered delinguent on March 1% of the following year, at which
time penalties and interest are assessed.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e g. roads.
bridges, sidewalks, and similar items). are reported in the governmental column in the
government-wide financial statements. Capital assets are defined by the government as assets
with an initial individual cost of more than $1,000 and an estimated useful life in excess of two
years. Such assets are recorded at historical cost if purchased or estimated historical cost if
constructed. Donated capital assets are recorded at estimated fair market value at the date of
donation.

Property, plant and equipment is depreciated using the straight-line method over its’ estimated
useful life.

Capital asset activity of the Township's governmental activities for the current year was as
follows:

Balance Balance
Governmental Activities:  4/1/2007  Additions Deletions 3/31/2008

Land and Land Imp. 26,221 908 - 27,129
Buildings & Building Imp 68,900 2.681 - 71,581
Equipment 44024 11046 - 55,970
Total 140.045 14 635 - 154 680
Accumulated

Depreciation (48,644) (12,034 -~ (60,678)
Net Capital Assets 91,401 2,601 - 94,002

NOTE 2 - COMPENSATED ABSENCES (SICK AND VACATION LEAVE)

There are no compensated absences provided by the Township which would require disclosure
under GASB regulations.

NOTE 3 - LONG-TERM OBLIGATIONS

The Township has no long-term obligations.



TOWNSHIP OF KRAKOW
PRESQUE ISLE COUNTY, MICHIGAN
Notes to Financial Statements
March 31, 2008

NOTE 4 - FUND EQUITY

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not avaitable for appropriation or are legally restricted by outside parties for
use of a specific purpose. Designations of fund balance represent tentative management plans
that are subject to change. As of March 31, 2008, the Township has not reserved any porticn of
the fund balance.

NOTE 5 - COMPARATIVE DATA/RECLASSIFICATIONS

Comparative total data for the prior year has not been presented in the fund financial
statements.

NOTE 6 - ENCUMBRANCES

Encumbrance accounting, under which purchase orders, contracts, and other commitments for
the expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation, is not employed by the Township. Commitments outstanding at year end are
charged against the subsequent year's appropriation once received and approved.

NOGTE 7 - USE OF ESTIMATES

The preparation of financiai statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities; disclosure of contingent assets and liabilities at the date of the
financial statements; and the reported amounts of revenues and expenses during the period.
Actual results could differ from those estimates.

NOTE 8 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary Information

Annual budgets are adopted on a basis consistent with accounting principles generally accepted
in the United States of America and State law for all Government Funds. All annual
appropriations lapse at fiscal year end.

The budget document presents information by fund and function. The legal level of budgetary
control adopted by the governing body (i.e., the level at which expenditures may not legally
exceed appropriations) is the function level. State law requires the Government to have its
budget in piace by the beginning of its fiscal year. Expenditures in excess of amounts budgeted
are a violation of Michigan law. State law permits governments to amend their budgets during
the year. During the year, the budget was amended in a permissible manner. There were no
significant amendments during the year.

16



TOWNSHIP OF KRAKOW
PRESQUE ISLE COUNTY, MICHIGAN
Notes to Financial Statements
March 31, 2008

Amounts encumbered for purchase orders, contracts. efc. are not tracked during the year.
Budget appropriations are considered to be spent once the goods are delivered or the services
rendered.

Excess of Expenditures Over Appropriations in Budgeted Funds

The Uniform Budgeting and Accounting Act, PA 2 of 1968, as amended, (MCL 141.421 et seq.},
provides that a local governmental unit shall not incur expenditures in excess of the amount
appropriated.

During the year. the Township did not incur expenditures which were in excess of the amounts
budgeted.

Accumulated Fund Deficits
The Township did not have any accumulated fund balance deficits in any individual funds as of

March 31, 2008.

NOTE 9 - DEPOSITS AND INVESTMENTS

Deposits

The Government’s cash accounts consist of various interest bearing checking and savings
accounts. At year-end, the carrying amount of the Township’s deposits was 33,410 and the
bank balance was $5,000.

Investments

State statutes authorize the Government to invest in obligations of the U.S. Treasury and U.S.
agencies, deposit agreements with federally insured financial institutions within the State of
Michigan, high grade commercial paper, repurchased obligations of the U.S. government and
U.S. agencies, banker's acceptances of U.S. banks and mutual funds. As of March 31, 2008,
the Township investments consisted of certificates of deposit, which the carrying amount and
the bank balance was $119,440.

The total Township's cash and investments amounted to $122.850 as of March 31, 2008.
$100,000 was covered by Federal Depository Insurance.

NOTE 10 - RECEIVABLES

Receivables as of year end represent unpaid taxes to be received by Presque Isle County.

NOTE 11 — CONTINGENT LIABILITIES

Risk Management — The Township is exposed to various risks of loss related to torts; theft of,
damage to, and destruction of assets; errors and omissions; injuries to employees; and natural
disasters. The Township has obtained commercial insurance to handle its risk of loss.

17



TOWNSHIP OF KRAKOW
PRESQUE ISLE COUNTY, MICHIGAN
Notes to Financial Statements
March 31, 2008

NOTE 12 — DEFERRED COMPENSATION PLAN

The Township does not have a deferred compensation plan.

NOTE 13 — PENSION PLAN

The Township has a defined contribution pension plan covering all full time employees. The
Township contributes an amount of each employee’s annual salary to the plan. Pension
expense for the fiscal year ended March 31, 2008 was $1,295.

NOTE 14 — BUILDING PERMITS

The Township of Krakow does not issue building permits. Building permits are issued by
Presque Isle County.
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TOWNSHIP OF KRAKOW
Presque isle County, Michigan

REQUIRED SUPPLEMENTAL INFORMATION
GENERAL FUND
SCHEDULE OF REVENUE, EXPENDITURES AND CHANGES IN FUND
BALANCE - BUDGET AND ACTUAL
For the year ended March 31, 2008

Variance with

Final Budget
Original Final Over
Budget Budget Actual {Under)
Revenues;
Property taxes 3 44000 % 53,000 % 58,349 3 5,349
Other taxes 6,000 £,000 6,004 4
Licenses and permits 500 400 1,038 638
State revenue sharing 44 000 41,000 45 363 4363
Charges for services:
Property tax administration 13.500 13,500 15,955 2,455
Transfer station 17.000 17,000 18,406 1,406
Special assessments 2.000 2,000 2672 872
Interest 1,200 1,200 1,801 601
Miscellaneous 4 450 4 550 7,839 3,289
Total revenues $ 132650 $ 138650 §& 157427 § 18,777
Expenditures:
Legislative:
Township Board 21155 22,155 18,433 3,722
General government:
Supervisar 7.250 7.250 7,004 246
Elections 4 050 4,050 1,920 2130
Assessor 15.200 15,200 14,000 1,200
Clerk 8.500 8,500 8,240 260
Board of Review 1.100 1,100 716 384
Treasurer 9210 9.210 8,496 714
Insurance and Bonds 2,500 2,500 1,982 518
Building and grounds 6,400 7,400 6,991 408
Public Safety:
Ordinance officer 600 600 600 -
Fire protection 19,000 19,000 14,767 4,233
Planning and zoning 5.500 5,500 2,794 2,708
Public Works:
Highways and streets 2,000 2,000 2,000 -
Street lighting 1,000 1,000 883 117
Santation 21,175 25675 17,553 8.122
Capital Improvements 6,500
Other:
Contingency 25,000 25,000 - 25,000
Total expenditures $ 156140 S 156140 3§ 106,379 3 49 761
Excess {deficiency) of revenues
over expenditures $ (23480 $ (17.490) % 51,048 % (30.984)
Fund balance, April 1 78,061 78,061 78,061 78,061
Fund balance, March 31 3 54571 % 60,571 § 129109 § 47,077

The accompanying notes are an integral part ¢f these financial statements.

18



TOWNSHIP OF KRAKOW
Presque Isle County, Michigan

ADDITIONAL SUPPLEMENTAL INFORMATION
GENERAL FUND EXPENDITURES BY DETAILED ACCQUNT
For the year ended March 31, 2008

Township Board:
Salaries
Pension
Social Security
Postage
Telephone
Mileage
Printing and publishing
Insurance and bonds
Cues
Legal
Office Supplies
Miscellaneous
Total Township Board
Supervisor:
Salary
Mileage
Deputy
Total Supervisor
Elections:
Wages
Supplies
Mileage
Postage
Total Elections
Assessor:
Salary
Miscellaneous
Total Assessor
Clerk:
Salary
Deputy
Pension and FICA administration
Mileage
Total Clerk
Board of Review:
Wages
Printing and pubiishing
Total Board of Review
Treasurer:
Salary
Geputy
Mileage
Total Treasurer
Building and grounds
Salary
Operating Supplies
Utilities
Repairs and maintenance
(CONTINUED ON NEXT PAGE)

The accompanying notes are an integral part of these financial statements.
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3,120
1.295
1.079
1.959

384

136
2.012
1,982
1,866
2,400

543
2,619

19.495

6.840
124
40

7,004

1,672
61
166
21

1,920

14.000
150

14,000

7,480
160
600

8.240

1,294
86

1.380

7,480
160
876

8,496

1,100

325
2,297
2,811



GENERAL FUND EXPENDITURES BY DETAILED ACCOUNT

TOWNSHIP OF KRAKCOW
Presque Isle County, Michigan

ADDITIONAL SUPPLEMENTAL INFORMATION

For the year ended March 31, 2008

Building and grounds - continued
Miscellaneous
Total Building and grounds
Ordinance officer:
Wages
Total Ordinance officer
Fire protection:
Contracted services
Total Fire protection
Planning and zoning:
Salaries
Mileage
Supplies
Total Planning and zoning
Highways and streets:
Contracted services
Total Highways and streets
Street Lighting:
Utilities
Repairs and maintenance
Total Street Lighting
Sanitation:
Wages
Contracted services
Utilities
Telephone
Insurance and bonds
Misceilaneous
Total Sanitation

Total Expenditures

(CONTINUED FROM PREVIQUS PAGE)

The accompanying notes are an integral part of these financial statements
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3 358

6.991

600

600

14,767

14,767

2794
106
150

3,080

2.000

2,000

883

883

5.070
9,696
412
386
1,401
588

17,553

$ 106,379




TOWNSHIP OF KRAKOW
Presque Isle County, Michigan

ADDITIONAL SUPPLEMENTAL INFORMATION
CURRENT TAX COLLECTION FUND
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
For the Year ended March 31, 2008

Assets
Cash in bank

Liabilities
Due to other funds
Due to other taxing units

Total Liabilities

Balance Balance
4/112007 Additions Deductions 3/31/2008
$ - % 1034377 % 1,034,377 %
- 62.859 62.859
- 971.518 971.518
3 - 3 1034377 S 1034377 %

The accompanying notes are an integral part of these financial statements.
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X 8? Johnson & Schulze PC

Certified Public Accountants

12236 State, Suite A 98689-354-6707
PO, Box 90 1 FAX 989-354-8708
Alpena, Ml 49707

To the Township Board
Township of Krakow
Presque Isle County, Ml

We have audited the financial statements of the governmental activities and each major fund of
Krakow Township as of and for the year ended March 31, 2008, which collectively comprise Krakow
Township's basic financial statements and have issued our report thereon dated July 31, 2008.
Professional standards require that we provide you with the following information related to our audit.

Qur responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated June 17, 2008, our responsibility, as described by
professional standards, is to plan and perform our audit to obtain reasonable, but not absolute,
assurance that the financial statements are free of material misstatement and are fairly presented in
accordance with the U.S. generally accepted accounting principles. Our audit of the financial
statements does not relieve you or management of your responsibilities.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies used
by the Township of Krakow are described in Note 1 to the financial statements. No new policies were
adopted and the application of the existing policies was not changed during the fiscal year. We noted
no transactions entered into by the Township of Krakow during the year for which there is a lack of
authoritative guidance of consensus. There are no significant transactions that have been recognized
in the financial statements in a different period than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s 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 significantly from those expected. The most sensitive estimate affecting the financial
statements was capital asset depreciation.

Management's estimate of the capital asset depreciation is based on the estimated useful lives of the
Township of Krakow's capital assets. We evaluated the key factors and assumptions used to develop
the capital asset depreciation in determining that it is reasonable in relation to the financial statements
taken as a whole.

SHANNA M. JORNSON, CPA KRISTY L SCHULZE, CPA
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The disclosures in the financial statements are neutral, consistent, and clear.

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except
through our auditing procedures. Management has recorded all of our proposed audit adjustments.

Disagreements with Management

For the 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 that could be significant to the financial statements or the auditor's report. We are
pleased that no such disagreements arose during the course of our audit.

Management Representation

We have requested certain representations from management that are included in the management
representation letter associated with the audit for the year ended March 31, 2008.

Other Issues

We generally discuss a variety of matters, inctuding the application of accounting principles and
auditing standards, with management each year prior to retention as the Township of Krakow's
auditors. However, these discussions occurred in the normal course of our professional relationship
and our responses were not a condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing
our audit.

Communication Regarding Internal Control

In ptanning and performing our audit of the financial statements of the Township of Krakow as of and
for the year ended March 31, 2008, in accordance with auditing standards generally accepted in the
United States of America, we considered the Township of Krakow's internal control over financial
reporting (internal control) as a basis for designing our auditing procedures for the purpose of
expressing an opinion on the financial statements, but not for the purpose of expressing our opinion
on the effectiveness of the Township of Krakow's internal control. Our consideration of internal
control included procedures to evaluate the design of controls relevant to an audit of financial
statements and to determine whether they have been implemented, but it did not include procedures

to test the operating effectiveness of contrals, and accordingly, was not directed to discovering
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significant deficiencies in 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 preceding paragraph
and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control that we
would consider to be a significant deficiency or a material weakness, as defined below.

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or a combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity’s financial statements that is
more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity’s internal control.

This communication is intended solely for the information and use of the Township of Krakow,

Presque Isle County, Ml and the State of Michigan Department of Treasury and is not intended to be
and should not be used by anyone other than these specified parties.

Johnson & Schuize, PC
July 31, 2008
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