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2496 84th Street SW

Byron Center, MI 49315

Phone (616) 583-0094

Email: doug@wohlbergepa.com

INDEPENDENT AUDITOR'S REPORT

To the Village Council
Village of Schoolcraft

We have audited the accompanying financial statements of the governmental activities, the business-type activities, and each
major fund of the Village of Schoalcraft as of and for the year ended February 28, 2021, and the related notes to the financial
statements, which collectively comprise the Village'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,
whaether due to fraud or error.

Auditor’s Responsibility

Our responsibifily Is to express opinions on these financial statements based on our audit, We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free 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 auditor's 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 opinicn on the effectiveness of the entity's infernal
control. Accordingly, we express no such opinion. An audit aiso includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounfing estimates made by management, as well as evaluating the overall
presaentation of the financial statements.

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 respacts, the respective financial position
of the governmental activities, the business-type activities, and each major fund of the Village, as of February 28, 2021, and the
respective changes in financial position and, where applicable, cash flows thereaof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.



independent Auditor's Report, continued
To tha Village Council
Village of Schoolcraft

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion and analysis
and budgstary comparison information, as noted 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 stalements 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 stalements, 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 fo express an opinion or provide any assurance.

Dz M@

Douglas Wohlberg, CPA
Byron Center, Michigan
August 23, 2021



Village of Schoolcrafi

Management's Discussion and Analysis
For the year ended February 28, 2021

Using this Annual Report

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

The Village as a Whole

The Village's combined net position increased by $447,741 from a year ago, from $4,654,148 to $5,101,889.

Unrestricted net position for the governmental activities, the part of governmental net position that can be used to finance day
fo day operations, decreased by $275,617 to $692,011. This represents a decrease of approximately 28%. Unrestricted net
position for our governmental activities is about 59% of governmental expenses. This is within the targeted range set by the
Village Council during its last budget process.

Following is a summary of the Statement of Net Position.

Governmental Acfivities Business-type Activities Total
2021 2020 2021 2020 2021 2020

Assefs;

Current assets $ 2075621 § 1,958,057 $ 411,055 § 267,847 $ 2,486,676 $ 2,225,904

Noncurrent assets 1,789,638 1570936 1322599 1372123 3,112,237 2952059
Total assets 3,865,260 3537603 1733654 1630970 5598913 5177.963
Liabilities:

Long-term debt outstanding 408,162 443,534 8,648 8,547 416,810 452,081

Other liabilities 68,678 66,972 11,536 4,762 80,214 71,734
Total liabilities 476,840 510,508 20,184 13,309 497,024 523 815
Net position:

Nef investment in capital

assets 1,789,638 1,176,015 1,322,599 1,372,123 3,112,237 2,548,138

Restricted 908,770 883,844 - - 906,770 883,844

Unrestricted 692,011 967,628 390,871 254 538 1,082,882 1,222 166
Total net position $ 3388419 $ 3027487 $ 1713470 $ 1626661 $ 5101,889 $ 4,654,148




Village of Schoolcraft
Management's Discussion and Analysis
For the year ended Fehruary 28, 2021

The following table shows the changes of net position as of February 28, 2021.

Governmental Activitios Business-lype Activities Total
2021 2020 2021 2020 2021 2020

Program revenues

Charges for services $ 14277 $§ 21110 § 305921 $ 285024 $ 320,198 § 306,134

Operating grants 334,713 277,272 - - 334,713 277,272

Capital grants 144,205 - - - 144,205 -
General revenues

Property taxes 861,107 786,783 - - 861,107 786,783

State-shared revenues 154,810 168,313 - - 154,810 158,313

Franchise fess 10,716 10,335 - - 10,716 10,335

Unrestricted investment

income 5,111 22,002 576 2,507 5,687 24,509

Intergovernmental 14,609 15,962 - - 14,609 15,962

Miscellansous 422 705 5,250 16,658 5672 17,363
Total revenues 1,530,970 1,292,482 311,747 304,189 1,851,717 1,696,671
Expenses

General government 257,346 205,479 - - 257,346 205,479

Public safety 418,488 438,831 - - 418,488 438,831

Public works 262,932 278,952 - - 262,932 278,952

Community and economic

development 41,187 51,401 - - 41,187 51,401

Recreation and culture . 189,342 217,884 - - 189,312 217,884

Interest on leng-term debt 9,773 10,988 - - 9,773 10,988

Water Fund - - 224,938 225,200 224,938 225,209
Total expenses 1,179,038 1,203 535 224 938 225 209 1,403,976 1,428 744
Change in net position 360,932 88,047 86,809 78,880 447741 167,927
Net position-beginning 3,027,487 2,938,540 1,626,661 1,547,681 4,654,148 4,486,221
Nel position-ending $ 3,388,419 § 3027487 $ 1713470 $ 1,626,661 $ 5101,889 $ 4,654,148




Village of Schoolcrafi

Management's Discussion and Analysis
For the year ended February 28, 2021

Financial Analysis of the Village's Funds

As noted eartier, the Village uses fund accounting o ensure and demonstrate compliance with finance-related legal
requirements.

Governmental funds. The focus of the Village's governmental funds is to provide information on near-term inflows, outflows,

and balances of spendable resources, Such information is useful in assessing the Village’s financing requirements. In

particular, unassigned fund balance may serve as a useful measure of a governiment's net resources available for spending i
atthe end of the fiscal year. As of the end of the current fiscal year, the Village’s governmental funds reported combined ‘
ending fund balances of $1,788,706, an increase of $85,391 from the prior year. Of the $1,788,706, $880,876 is reported in

the General Fund.

The General Fund is the chief operating fund of the Village. At the end of the current fiscal year, unassigned fund balance of
the General Fund was $864,197. As a measure of the General Fund's liquidity, it may be useful to compare unassigned fund
balance fo tolal fund expenditures. Unassigned fund balance represents 104% of total General Fund expenditures of
$834,206. The fund balance of the Village’s General Fund increased by $64,938 during the current fiscal year.

The Major Streef Fund is used to account for Michigan Transportation Fund revenue that is restricted to be used for the
maintenance and construction of the Village's major streets. At the end of the current fiscal year, fund balance was $465,924,
an decrease of $32,269 from the prior year.

The Local Street Fund is used to account for Michigan Transportation Fund revenue that is restricted to be used for the
maintenance and construction of the Village's local streets. At the end of the current fiscal year, fund balance was $131,041,
a decrease of $6,588 from the prior year,

for the econoemic development of the downtown district. At the end of the current fiscal year, fund balance was $-, an

increase of  $- from the prior year. 75

3,925 59573
The Library Fund is used to account for property tax, contributions from other municipalities, penal fines, and other revenues
that are restricted to be used to provide library services to Village residents. At the end of the current fiscal year, fund
balance was $310,865, a increase of $52,310 from the prior year,

E The Downtown Development Authority Fund is used to account for captured property tax revenue that is restricted fo be used

Proprietary fund. The Village's proprietary fund provides the same type of information found in the government-wide financial
statements, but in more detail. !

Unresiricted net position of the Water Fund at the end of the year was $390,871. The Water Fund had an increase in net [
position for the year of $86,808. ’

The Village's Governmental Fund Budgets

The most significant amendments to the budgets of the Village's governmental funds follows. In the General Fund, the ‘
Manager's depariment budget was increased approximately $55,000 to reflect changes in the allocation of the Manager's

salary. In the Major Streets Fund, preservation of streets was reduced approximately $70,000 to reflect changes in planned

work.



Village of Schoolcraft

Management's Discusslon and Analysis
For the year ended February 28, 2021

Capital Asset and Debt Administration

At the end of 2021, the Village had $3,112,237, net of accumulated depreciation, invested in a broad range of capital assets,
including buildings, police equipment, sfreets and water infrasfructure.

The following table shows the Village's capital assets compared to last year.

Governmental Activities Business-type Activities Total
2021 2020 2021 2020 2021 2020
Land $ 130,000 $ 130,000 % - $ - $ 130,000 $ 130,000
Construction in progress - 6,620 - - - 6,620
Buildings and improvements 825,292 859,595 470,002 493,035 1,295,204 1,352,830
Machinery and equipment 103,384 123,158 491 589 103,875 123,745
Furniiure 2 2 - - 2 2
Vehicles 26,059 38,457 - - 26,059 38,457
Books 15,293 14,068 - - 15,293 14,058
Infrastructure 689,608 408,048 - - 689,608 408,048
Water system - - 852 106 878,499 852,106 878,499
Total capital assels $ 1789638 $ 1579936 $ 1322590 § 1372123 $ 3112237 § 2052059

Major additions this year include the following:

Library books $ 6,541
Widening Angell Strest 224,402
2021 Local Streat resurfacing 117,400
Well #3 pump and motor overhaul 23,381

Long-term debt actlivily is summarized as follows:

Beginning
Balance Additions Reductions _ Ending Balance

Governmental Activities

2017 Capital Improvement

Refunding Bonds $ 400,000 $ - $ 45000 3 355,000

Capital Lease - copler 3,021 - 1,179 2,742

Compensated absences 39613 10,807 - 50,420
Total governmental activities 5 443534 % 10,807 & 46,179 § 408,162
Businesses-type Activities

Compensated absences & 8547 § 101 % 3 8,648




Village of Schoolcrafi

Management's Discussion and Analysis
end ebruary 28, 2021

Economic Factors and Next Year's Budgets and Rates

The Village's General Fund fund balance is healthy, but in recent years it has been decreasing. While revenues had been
increasing slowly over the years, expenditures had been increasing more quickly. The Village Council and management were
aware of this. While the Village Council and management have little control over revenues, they have been working to
understand what has been causing the more rapid increase in expenditures. In the year ended February 28, 2021, the
Council and management implemented changes that resulted in an increase in the General Fund fund balance of $64,938,
These changes allowed the Village to maintain the health of the General Fund while continuing to provide a high level of
service to the Village residents.

Water and Ready-To-Serve rates are adjusted as needed to comply with the Asset Management Plan as required by the
State of Michigan. In order to upgrade and install required water infrastructure and ensure water quality, management
analyzed the ready-to-serve rates and proposed an increase, which was approved by the Village Council.

In response to the COVID-19 pandemic, the Village's management sought and received several Federal grants during the
fiscal year as follows.

(1) the First Responder Hazard Pay Premiums Program (FRHPPP) for $5,000,

{2} the Coronavirus Emergency Supplemental Funding (CESF) grant for $1,878,

(3) the Coronavirus Relief Local Government Grants Program (CRLGG) for $6,168,

(4) and the Public Safety and Public Health Payroll Reimbursement Program grant (PSPHPR} for $20,882.

The Village management will seek other Federal and State grants to respond to the pandemic as they become available.

Funds are set aside through the Equipment Rental Fund so that the Village is prepared to purchase capital ltems, such as
fheavy equipment and vehicles, and to provide for the repair and maintenance of those items. The cash balance available in
the Equipment Fund at year end was $221,582.

Subsequent to the fiscal year end, the Schoolcraft Police Depariment purchased a new Police cruiser costing approximately
$38,700.

Management expects that the Village will continue to struggle to provide adequate services and infrastructure untess and
until the State of Michigan re-prioritizes its funding to the local level to allow municipalities to adequately provide and pay for
essential services such as police, fire and roads.

Contacting the Village's Management

This financial report is intended to provide our citizens, taxpayers, customers and investors with a general overview of the
Village's finances and to show the Village's accountability for the money it receives. If you have questions about this report or
need additional information, please feel free to contact the Village Manager's Office at the Village of Schaolcraft, 442 North
Grand Street, Schoolcraft, Michigan, 49087. The Village's phone number is (269) 679-4304.







Village of Schoolcraft

Staterment of Net Position

Governmental Business-type

Activifies Activities Total
ASSETS
Cash and cash equivalents $ 1,913,428 § 344646 $ 2,258,074
Receivables, net 66,439 78,027 144,466
[ntergovernmental receivable 65,913 - 65,913
Due from other funds - - -
Interfund balances 12,102 (12,102) -
Prepaids 17,739 484 18,223
Land 130,000 - 130,000
Capitaf assets, net of accumulated depreciation 1,659,638 1,322 599 2,982,237
Total assets % 3,865,259 § 1,733,654 % 5,598 913
LIABILITIES
Accounts payable 8 9278 $ 1,214 % 10,492
Accrued liabilities 32,492 2,322 34,814
Unearned revenue - 8,000 8,000
Unavailable revenue 26,808 - 26,908
Noncurrent liabilities:
Due within one year 51,303 - 51,303
Due in more than one year 306,439 - 308,439
Compensated absencas 50,420 8,648 59,068
Total liabilities 476,840 20),184 497,024
NET POSITION
Net investment in capital assets 1,789,638 1,322,599 3,112,237
Restricted for:
Streets 538,332 - 538,332
Library 310,865 - 310,865
Community developrent 57,573 - 57,573
Unrestricted 692 011 390,871 1,082,882
Total net position 3,388,419 1,713,470 5,101,889
Total liabilities and net position % 3,865,259 § 1,733,654 % 5,598,913

Tihe Notes to Financial Statements are an integral part of this statement.
9
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Village of Schoolcraft

Governmental Funds
Balance Sheet

Nonmajor
General Major Street Library Funds Total
ASSETS
Cash and cash equivalents $ 857698 $ 442387 $ 267412 § 124,349 $ 1,601,846
Receivables, net 19,028 - 45,305 2,106 66,439
Intergovernmental receivable 26,908 29,674 - 9,331 65,813
Due from other funds 16,422 - 295 1,470 18,187
Prepaids 16,679 530 - 530 17,739
Total assels $ 936735 3 472501 $ 313012 $ 137786 $ 1,860,124
LIABILITIES
Accounts payable $ 3,890 $ 1891 § - $ 3,044 $ 8,834
Accrued liabilities 18,007 1,650 2147 1,037 20,841
Due to other funds 295 3,126 - 2,664 6,085
Performance bonds payable 8,750 - - - 8,750
Tolal liabilities 28,951 6,667 2,147 6,745 44 510
DEFERRED INFLOWS OF
RESOURCES
Unavailable revenue-state revenue 26,908 - - - 26,908
FUND BALANCES
Nanspendable:
Prepaid items 16,679 530 - 530 17,739
Restricted for:
Streets - 465,394 - 72,938 538,332
Library - - 310,865 - 310,886
Community development - - - 57,573 57,573
Unassigned 864,197 - - - 864,197
Total fund balances 880,876 465,024 310,865 131,041 1,788,706
Total liabilities, deferred inflows of
resources and fund balances § 936735 $ 472501 $ 313012 § 137,786 $ 1.860,124

The Notes fo Financial Statements are an integral part of this statement.

11



Village of Schoolcraft

Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position
February 28, 2021

1,788,705

Total fund balances - governmental funds
Amounts reported for governmenital activilies in the statement of net position are different because:

Capital assets used in governmental aclivities are not financial resources and, therefore, are not

reparted in the funds. 1,714,698

Internal service funds are used by management fo charge the costs of equipment rental activities to

Individual funds. The assefs and liabilities of the internal service fund are included in governmental

activities in the statement of net position. 296,078

Long-term Yiabilities, including bonds payable, are not due and payable in the current period and,

therefore, are not reported in the funds. Balances at February 28, 2021 were:
Long-term debt (357,742)
Accrued interest (2,900)
Compensated absences {50,420)

Net position of govemmenta[ activities 3 3,388,419

The Notes to Financial Statements are an integral part of this statement.
12



Village of Schoolcrafi
Governmental Funds
Statement of Revenues, Expenditures and Changes in Fund Balances

For the ded Feb
Nonmajor
General  Major Streat  Library Funds Total
REVENUES
Taxes $ 653238 % - $ 181125 $ 26,742 $ 861,105
Licenses and permits 17,882 - - - 17,882
State grants 169,419 307,285 6,719 51,279 534,702
Federal grants 39,854 - - - 39,854
Contributions from lacal units - - 6,561 - 6,561
Charges for services 13,496 - 888 - 14,384
Fines and forfeits - - 64 - 64
Interest and rents 2,711 704 1,203 63 4,681 :
Other revenue 2544 - 15,058 - 17,602
Total revenues 899 144 307,989 211,618 78,084 1,496,835 |
|
EXPENDITURES
Current:
General government 222,839 - - “ 222,639 j
Public safety 409,392 - . - 409,302 '
Public works 109,139 265,258 - 136,630 511,027 )
Community and economic
development 17,429 - - 23,042 40,471 [
Recreation and cuiture 20,807 - 150,607 - 171,414
Debt service - 54800 - 1,701 - 56,501
Total expenditures 834,206 265,258 152,308 159672 1,411,444
Excess (deficiency) of revenues over
expenditures 64,938 42,731 £9,310 {81,588) 85,391
OTHER FINANCING SOURCES
(USES)
Transfers in - - - 75,000 75,000 |
Transfers out - (75,000} - - {75,000)
Total other financing sources (uses) - (75,000) - 75,000 -
Net change in fund balances 64,938 (32,269) 59,310 {6,588} 85,391 !
Fund batances-beginning 815,938 498,193 251,565 137,629 1,703,315 j
Fund balances-ending $ 880876 $ 485924 $ 310865 $ 131,041 § 1,788,706

The Notes to Financial Statements are an integral part of this statement.
13



Village of Schoolcrait

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances of
Governmental Funds to the Statement of Activities

Net change in fund balances - total governmental funds 85,390
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 esfimated useful lives and reported as depreciation expense.
Add--Capital outlay 341,725
Deduct--Depreciation expense (113,889)
{Increase) decrease in compensated absences (10,807}
Repayment of long-term debt is an expenditure in governmental funds, but the repayment reduces long-
term liabilitles in the statement of net position. 46,179
Some expense reported in the statement of activities do not require the use of current financial
resources and, therefore, are not reported as expendifures in governmental funds:
Accrued interest 366
An internal service fund is used by management to charge the cost of equipment and vehicles to
individual funds. The net revenue of internal service funds is reported with governmental activities. 11,968
Change in net position of governmental activities 360,832

The Notes to Financial Statements are an integral part of this statement.
14



Village of Schoolcraft

Proprietary Funds
Statement of Net Position
February 28, 2021

Governmental
activities -
Internal Service
Wafter Fund Fund
ASSETS
Current assets:
Cash and cash equivalents $ 344648 $ 221,582
Accounts recefvable 78,027 -
Prepaid items 484 -
Total current assets 423 157 221,582
Noncurrent assets:
Capital assets, net of accumulated depreciation 1,322,509 74,940
Total assets $ 1,745756 $ 298,522
LIABILITIES
Current liabilities:
Accounts payable $ 1,214 % 444
Accrued liabilities 2,322 -
Unearned revenue 8,000 -
Due to other funds 12,102 -
Total current liabilities 23638 444
Noncurrent liabilities:
Compensated absences payable 8,648 -
Total liabilities 32,288 444
NET POSITION
Net investment in capital assets 1,322,599 74,840
Unrestricted 390,871 221,138
Total net position 1,713,470 286,078
Total liahilities and net position $ 1,745,756 § 296,522

The Notes to Financial Staternents are an integral part of this statement.
15




Village of Schoolcrafi

Proprietary Funds

Statement of Revenues, Expenses and Changes in Net Position
For the year ended February 28, 2021

Governmental
activities -
internal Service
Water Fund Fund
Operating revenues:
Charges for services $ 297696 % 42,702
Fees 8,225 -
Total operating revenues 305,921 42,702
Operating expenses:
Salaries 62,478 -
Payioll taxes 4,754 -
Empioyee henefils 14,829 -
Supplies 9,827 3,566
Contractual services 23,239 -
Utilities 11,279 -
Repairs 15,678 9,467
Rent 5,226 -
Depreciaticn 72,905 18,134
Other 4723 -
Total operating expenses ] 224,938 31,187
Operating income (loss) 80,983 11,535
Nonoperating revenues {expanses):
interest 576 433
Miscellaneous 5250 -
Total nonoperaling revenues (expenses) 5,826 433
Change in net position 86,809 11,968
Net position-beginning 1,626,661 284,110
Net position-ending $ 1,713,470 § 205,078

The Notes to Financial Statements are an integral part of this statement.
16



Village of Schoolcrafi

Proprietary Funds

Statement of Cash Flows
F

Governmental

activities -
Internal Service
Water Fund Fund

CASH FLLOWS FROM OPERATING ACTIVITIES

Receipts from customers % 304,305 § 42,702

Payments to suppliers (72,406) (12,836}

Payments to employees (67,232} -
Net cash provided by (used for} operating activities 184,757 29,866
CASH FL.LOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES

Purchase of capital assets . (23,381) -

Other receipts (payments) 5,250 -
Net cash provided by (used for} capital and refated financing
activities {18,131) -
CASH FLOWS FROM INVESTING ACTIVITIES

Interest and dividends 576 433
Net increase {decrease) in cash and cash equivalents 147,202 30,299
Cash and cash equivalents - beginning of year 197,444 191,283
Cash and cash equivalents - end of year $ 344,646 $ 221,682

Reconciliation of operating income (loss) to net cash

provided by (used for) operating activities:
Operating income (loss) 5 80,983 § 11,535
Adjustments to reconcile operating income {loss) to net cash
provided by (used for) aperating activities:

Depreciation expense 72,905 18,134
{Increase) decrease in accounts receivable (9,526) -
{Increase) decrease in prepaid items 1,418 -
Increase (decrease) in accounts payable {250) 197
Increase (decrease) in accrued liabilities {978) -
Increase (decrease) in deferred ravenue 8,000 -
Increase (decrease) in compensation absences 101 -
Increase {decrease) in due to other funds 12,102 -

Net cash provided by operating activities ) 164,757 % 29,866

The Notes to Financial Statements are an integral part of this statement.
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Village of Schoolcraft

Notes {o Financial Statements
For the year ended February 28, 2021

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Village of Schoolcraft conform to accounting principles generally accepted in the United States of
America (GAAP) as applicable to governmental units. The following is a surmmary of the significant accounting policies used by
the Village of Schoolcraft.

A. Reporting Entity

The Village of Schoolcraft is governed by an elected seven-member Council. The Village operates under a President-Council
form of government and provides the following services: public safety, public works, culture and recrealion, and general
administration services. In addition, the Village operates a water system.

In accordance with generally accepted accounting principles and Governmental Accounting Standards Board {GASB) Statement
No. 61, "The Financial Reporfing Entity,” these financial statements present the Village (the primary government). The criteria
established by GASB for determining the reporting entity includes oversight responsibility, fiscal dependency, and whether the
financial statements would be misleading if data were not included.

There are no other units that should be included in the financial statements.
B. 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. Governmentat 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.

The statement of activitiss 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 revenue.

Separate financial statements are provided for governmental funds and proprietary funds. Major individual governmental funds
and major individual enterprise funds are reported as separate columns in the fund financial statements.
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Village of Schoolcraft

Notes to Financial Statements
For the year ended February 28, 2021

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, as are the proprietary fund financial statements. Revenues are recorded when earned and expenses are recorded
when a fiability is incurred, regardless of the timing of refated 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 scon as all eligibility requirements imposed by
the provider frave been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified
accrual basis of accounting. Revenue is recognized as soon as it is both measurable and availahble. Revenue is considered to be
available if it is collected within the current period or soon enough thereafter to pay liabilities of the current period, For this
purpose, the governiment 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, expenditures relating to compensated absences, and claims and judgments are recorded only when payment is
due. General capital asset acquisitions are reported as expenditures in governmental funds. Issuance of long-term debt and
acquisitions under capital leases are reported as other financing sources.

Revenues are recognized in the accounting period in which they become susceptible to accrual; that is, when they become both
measurable and available to finance expenditures of the fiscal period. Property taxes, intergovernmental revenue, charges for
services, and interest associated with the current fiscal period are all considered to be susceptible to acerual and so have been
recognized as revenues of the current fiscal period. All other revenue iteims are considered to be measurable and available only
when cash is received by the Village.

The government reports the following major governmental funds:

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

The Major Street Fund is used to account for the maintenance and consfruction of the Village's street system. This fund
accounts for revenues provided by the Michigan Transportation Fund (MTF} Distribution, known as Public Act 51 of 1951.

The Downtown Development Authority Fund accounts for property taxes captured and spent to encourage the economic
development of the Downtown District of the Village.

The Library Fund accounts for the property taxss and other revenues and costs of maintaining the library.
The government reports the following major proprietary funds:

The Water Fund accounts for the activities of the water distribution system.
Additionally, the government reports the following fund type:

The Internal Service Fund accounts for major machinery and eguipment purchases and maintenance provided to other
departments of the governmant on a cost reimbursement basis.
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Village of Schoolcrafi

Notes to Financial Statements
ded February 28, 2021

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial statements. Exceptions
to this general rule are charges between the government's water function and various other functions of the government.
Eliminations of these charges would distort the direct costs and program revenues reported for the various functions concermned.

When both restricted and unrestricted resources are available for use, it is the Village's policy to use restricted resources first,
then unrestricted resources as needed.

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance

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. Investmenis are stated at fair value.

Receivables and Payables

in general, outstanding balances between funds are reported as "due toffrom other funds.” Activity between funds that is
representative of lending/borrowing arrangements outstanding at the end of the fiscal year is referred to as "advances to/from
other funds.” Any residual balances outstanding between the governmental activities and the business-type activities are
reported in the government-wide financial stalements as "internat balances.”

All trade and property tax receivables are shown as net of allowance for uncollectible amounts. Property taxes are levied on
each July 1st on the taxable valuation of property as of the preceding December 31st. Taxes are considered delinguent on
Seplember 15, at which time penalties and interest are assessed and collacted by Schoolcraft Township.
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Village of Schoolcrait

Noies to Financial Statemenis
For the year ended February 28, 2021

Inventories and Prepaid ltems

nventories are valued at cost, on a first-in, first-out basis. Inventories of governmental funds are recorded as expenditures when
consumed rather than when purchased. Certain payments to vendors reflect costs applicable to future fiscal years and are
recorded as prepaid items in both government-wide and fund financial statements.

Capital Assets

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

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

Property, plant, equipment, and infrastructure are depreciated using the straight-line method over the following useful lives:

Capital Asset Classes Lives
Buildings, additions, and

improvements 15 to 50 years
Water linas 50 to 75 years
Roads 20 years
Sidewalks 20 years
Vehicles 3to 5 years
Furniture 8 years
Books 5 Years
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Village of Schoolcraft

Notes to Financial Statements
ended Fehruary 28, 2021

Deferred outflows/finflows 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, deferrad outflows of resources, represents a consumption of net position
that applies to a fulure period(s) and so will not be recegnized as an outflow of resources {expense/expenditure) until then, The
government did not have any items qualifying for this category.

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, deferred inflows of resources, represents an acquisition of net position
that applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) until that fime. The Village has
only one type of itern, which arises only under a modified accrual basis of accounting, that qualifies for reporting in this category.
Accordingly, the item, unavallable revenue, is reported only in the governmental funds batance sheet. The governmental funds
report unavallable revenue from state revenue sharing. This amount is deferred and recognized as inflow of resources in the
period that the amounts become available.

Compensated Absences (Vacation and Sick Leave)

Itis the government's policy to permit employees to accumulate earned but unused sick and vacation pay benefits. All unused
vacation and sick pay is accrued when incurred in the government-wide and proprietary fund financial statements.

Long-term Obligations

In the government-wide financial statements and the propriotary fund types In the fund financial statements, long-term debt and
other long-term cbligations are reported as liabilities in the applicable governmental activities, business-type aclivities, or
proprietary fund type statement of net position. Bond premiums and discounts, as well as issuance costs, are deferred and
amortized over the life of the bonds using the effective interest method. Bonds payable are reported net of the applicable bond
premium or discount. Bond issuance costs are reported as deferred charges and amortized over the term of the related debt. In
the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond issuance costs
during the current period. The face amount of debt issued is reported as other financing sources. Premiums received on debt
issuances are reported as other financing sourcas white discounts are reported as other financing uses. Issuance costs are
reported as debt service expenditures.
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Village of Schoolcraft
Notes to Financial Statements
For the year ended February 28, 2021

Use of Estimates

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

Other Financing Sources (Uses)

Transfers of cash between the various Village funds are budgeted but reported separately from revenues and expenditures as
operating transfers in or (out), unless they represent temporary advances that are lo be repaid, in which case, they are carried
as assets and liabilities of the advancing or borrowing funds.

Net Position and Fund Balances

The difference between fund assets and liabilities is *Net Position” on the government-wids, proprietary, and fiduciary fund

statements and *Fund Balances™ on governmental fund statements. Net Position are classified as “Net investment in capital

assels,” legally "Restricted” for a specific purpose, or “Unrestricted” and available for appropriation far the general purposes of
the fund. In governmental fund financial statements, fund balances are classified as follows:

¢+ Nonspendable—Amounts that cannot be spent either because they are {a) not in spendable form; or (b) legally or contractually
required to be maintained intact.

o Restricted—Amounis with constraints placed on the use of resources are either (a) externally imposed by creditors (such as
through debt covenants), grantors, contributors, or laws or regulations of other governments or; (b) imposed by law through
constitutional provisions or enabling legislation,

o Committed—Amounts that can be used only for specific purposes determined by a formal action by Village Council ordinance
or resolution, and that remain binding unless removed in the same manner.

o Assigned—Amounts neither restricted nor committed for which a government has a stated intended use as established by the
Village Council or a body or official to which the Village Council has delegated the authority to assign amounts for specific
purposes.

« Unassigned—Amounts that cannot be properly classified in one of the other four categories. The General Fund is the only fund
that reports a positive unassigned fund balance amount. Unassigned balances also include negative balances in the
governmental funds reporting resources restricted for specific programs.

Use of Restricted Resources

When an expense is incurred that can be paid using either restricted or unrestricted resources (net position), the Village's policy
is to first apply the expense toward restricted resources and then toward unrestricted resources. In governmental funds, the
Village's policy 1s to first apply the expenditure toward restricted fund balance and then to other, less-restrictive classifications -
committad and then assigned fund balances before using unassigned fund balances.
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Village of Schoolcrafi

Notes to Financial Staternents
the year ended February 28, 2021

E. Revenues and Expenditures/Expenses

Program Revenues

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

Property Taxes

The Village of Schoolcraft's property tax is levied on each July 1 on the taxable valuation of property as of the preceding
December 31. Itis the Village's policy to recognize revenues from the current tax levy in the current year when the proceeds of
this levy are budgeted and made available for financing operations. Taxes are considered delinquent on September 15, at which
time penalties and interest are assessed.

Proprietary Funds Operating and Nonoperating Revenues and Expenses

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and expenses
generally result from providing services and producing and delivering goods in connection with a proprietary fund's principal
ongoing operations. The principal operating revenue of the proprietary funds relate to charges to customers for sales and
services. The water fund also recognizes the portion of tap fees intended 1o recover current costs {e.g., labor and materials to
haok up new customers) as operating revenue. The portion intended fo recover the cost of the infrastructure is recognized as
nonoperating revenue. Operating expenses for proprietary funds include the cost of sales and services, administralive expenses,
and depreciation on capital assets. All reveniues and expenses not mesting this definition are reported as nonoperating revenues
and expenses.
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Village of Schoolcrafi

Notes to Financial Statements
For the year ended February 28, 2021

NOTE 2-STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

The Village is subject to the budgetary control requirements of the Uniform Budgeting Act (P.A. 621 of 1978, as amended).
Annual budgets are adopted on a basis consistent with accounting principles genarally accepted in the United States of America
for the General Fund and all Special Revenue Funds. All annuat appropriations lapse at fiscal year end.

Prior to year end, the Village Manager submits to the Village Council a proposed operating budget for the fiscal year
commencing the following March 1. Public hearings are held to obtain taxpayer comments and tite budget is legally enacted
through passage of an ordinance prior to March 1.

The budget document presents information by fund, function, activity, and line items. The legal level of budgetary control
adopted by the governing body is the activity level. The Village Manager is authorized to transfer budgeted amounts between
line items within an activity, however, any revisions that alter the total expenditures of an activity must be approved by the Village
Council.

Amounts encumbered for purchase orders, contracts, etc., 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
During the year, the Village of Schoolcraft incurred expendilures in certain budgeted funds which were In excess of the amounts
appropriated, as follows:

Excess
Fund and Activity Final Budget Actual Expenditures
Major Streats Fund
Public works $ 137,123 % 265,258 % 128,135
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Village of Schoolcraft

Notes to Financial Statements
nded February 28, 2021

NOTE 3 - DEPOSITS AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authorizes the Village to deposit and invest in the accounts of federally Insured
banks, credit unions, and savings and loan associations; bonds, securities and other direct obligations of the United States,
or any agency or instrumentality of the United States; United States government or Federal agency repurchase agreements;
bankers' acceptance of United States Banks; commercial paper rated by two standard rating agencies within the two highest
classifications, which mature not more than 270 days after the date of purchase; obligations of the State of Michigan or its
political subdivisions which are rated investmant grade; and mutuat funds composed of investment vehicles which are legal
for direct investment by local units of government in Michigan. Financial institutions eligible for deposit of public funds must
maintain an office in Michigan.

At year end, the Villags's deposits and investments were reported in the basic financial statements in the follawing
categories:

Cash and Cash

Equivalents

Governmental activities % 1,913,428

Business-type activities 344 646

Total primary government $ 2,258 074

The breakdown between deposits and investments is as follows:
Primary
Government

Bank deposits {checking and savings accounts,
money markets and certificates of deposit) $ 2,257,718
Pefty cash and cash on hand 356
Total $ 2,258,074

Custodial Credit Risk-Deposiis

The custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, the Village's
deposits may not be recovered. The bank balance of tha Village's deposits is $2,279,471, of which $1,402,227 is covered by
federal depository insurance. The remaining $877,244 Is uninsured and uncollateralized. The Village does not have a policy
for custodial risk.

Fair Value Hierarchy
The Village has no investments that fall under the Fair Value Measurement Standards,
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Village of Schoolcraft

Notes to Financial Statements
For the year ended February 28, 2021

NOTE

Capital asset activity of the primary government, for the year ended February 28, 2021, was as follows:

Beginning Ending
Governmental Acfivities Balance Addifions Disposals Balance
Capital assels, not heing depreciated:
Land % 130,000 3% - $ - & 130,000
Construction in progress 6,620 - 6,620 -
Capital assets, being depreciated:
Buildings, additions and improvements 1,487,917 - - 1,487,917
Machinery and equipment 352,389 - 33,204 319,185
Furniture 148,283 - - 148,283
Vehicles 275,888 - - 275,888
Books 46,548 6,541 9,514 43,575
Infrastructure 877,059 341,804 - 1,218,863
Total capital assets, being depreciated 3,188,084 348,345 42,718 3,493,711
Less accumulated depreciation for;
Buildings, additions and improvements 628,322 34,303 - 662,625
Machinery and eguipment 229,233 19,772 33,204 215,801
Furniture 148,281 - - 148,281
Vehicles 237,431 12,398 - 249,829
Books 32,490 5,306 9,514 28,282
Infrastructure 469,011 60,244 - 529,255
Total accumulated depreciation 1,744,768 132,023 42,718 1,834,073
Total capital assets being depreciated, net 1,443,316 216,322 - 1,659,638
Governmental activities capital assets, net 3 1,579,936 $ 216,322 $ 6620 $ 1,789,638

Depreciation expense was charged to the functions/programs of the governmental activities as follows:

Governmental Activities:

Geaneral government $ 23,848
Public safely 9,097
Public works 74,056
Community and economic development 716
Recreation 24,256
Total governmental activities $ 132,023
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Beginning Ending

Business-type Activities Balance Additions Disposals Balance
Capital assets, being depreciated:

Buildings and additions 3 1,138648 § - $ - $ 1,138,648

Machinery and equipment 20,042 - 10,699 9,350

Water system 1,838,164 23,381 - 1,881,545
Total capital assets being depreciated, net 2,996,861 23,381 10,699 3,009,543
Less accumulated depreciation for:

Buildings and additions 645,613 23,033 - 568,646

Machinery and equipment 19,460 98 10,699 8,859

Water system 959 665 49,774 - 1,009,439
Total accumulated depreciation 1,624,738 72,9205 10,692 1,686,944
Total capital assets being depreciated, net 1,372,123 {49,524) - 1,322 539
Business-type activities capital assets, net $ 1,372,123 & (49,524) $ - $ 1,322,509

Depreciation expense was charged to the functions/programs of the proprietary activities as follows:

Business-type Activities:
Water $ 72905

NOTE 5 - INTERFUND RECEIVABLES AND PAYABLES

The composition of interfund balances as of February 28, 2021 is as follows:

Due toifrom other funds:

Receivahle Funds:

Local
Payable Funds: General Street Library Total
General $ - $ - $ 205 § 205
Major Street 1,656 1,470 - 3,128
Local Street 1,239 - - 1,239
DDA 1,425 - “ 1,425
Water 12,102 - - 12,102
Total $ 16,422 3 1,470 $ 205 % 18,187

The outstanding balances between funds results mainly from the time lag between the dates that {1} interfund goods and
services are pravided or reimbursable expenditures oceur, (2) transactions are recorded in the accounting system, and (3)
payiments between funds are made.
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Notes to Financial Statements
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NOTE 6 - INTERFUND TRANSFERS

The composition of interfund transfers for the year ended Febiuary 28, 2021 is as follows:

[nterfund Transfers:
Transfers Qut Fund:

Transfers In Fund: Major Street
Local Street 3 75,000

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to the fund that statute or
budget requires to expend them, (2) move receipls restricted to debt service from the funds collecting the receipis to the debt
service fund as debt service payments become due, and (3) use unrestricted revenues collected in the General Fund to finance
various programs accounted for In other funds in accordance with budgetary authorizations.

NOTE 7 - LONG-TERM DEBT

Long-ferm obligation activity, for the year ended February 28, 2021, can be summarized as follows:

Beginning Dué Within
Balance Additions Reductions  Ending Balance _ One Year
Governmental Activities
Bonds and notes payable:
General obligation bonds $ 400,000 $ - 3 45,000 $ 355,000 % 50,000
Capital lease, Library copier 3,921 - 1,179 2,742 1,303
Total bonds and notes payable 403,921 - 46,179 357,742 51,303
Cther liabilities:
Compensated absences 39,613 10,807 - 50,420 -
Total governmentat activities 5 443,534 % 10,807 % 46,179 § 408,162 $ 51,303
Business-type Activities
Ofher liabilities:
Compensated absences $ 8,547 % 101 % - $ 8,648 % -
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General Obligation Bonds

The government issues general obligation bonds to provide funds for the acquisition and construction of major capital
facilities. General obligation bonds are direct obligations and pledge the full faith and credit of the government. General
obligation bonds currently outstanding are as follows:

Governmental activities:
$525,000 Capital Improvement Refunding Bonds (LTGO) dated March 28, 2017,
payable in annual instaliments of $35,000 to $55,000 through November 2027 with
interest of 2.45%. 3 355,000

Annual debt service requirements to maturity for the above obligation are as follows:

Governmental Activitias

February 28, Principal Interest
2022 3 50,000 % 8,698
2023 50,000 7,472
2024 50,000 6,248
2025 50,000 5,022
2026 50,000 3,798

2027 - 2028 105,000 3,920 -
Totals 3 355,000 3 35158

The Village paid $9,773 in interest expense for the year.

In March of 2017, the Village refunded the 2007 General Obligation Capital Improvement Bonds {Limited Tax), dated July 30,
2007 by issuing $525,000 of the 2017 Capital Improvement Refunding Bonds (LTGO), dated March 28, 2017, The bond
proceeds have been deposited into the Escrow Fund for the Refunded Bonds to enstire the payment of the ofd bonds.

NOTE 8 - LEASES

The Village conducts a portion of its operations with leased equipment. A lease for a copier requires monthly payments of $127
per month through February 2023. The copier held under a lease is included in the statement of net position with a cost of
$5,955 and accumulated depreciation of $3,573 as of February 28, 2021. Total expense under this obligation was $1,518 for the
year ended February 28, 2021.

The following is a schedule of annual future minimum lease payments required under the lease, which had an initial or remaining
non-cancelable lease term in excess of one year as of February 28, 2021:

Year Ending Principal Interest Total

2022 $ 1,303 % 216 $ 1,519
2023 1,439 79 1,518
Total minimum payments due $ 2742 $ 295 % 3,037
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- RECEIVABLES

In the governmental funds balance sheet, amounts are aggregated into a single accounts receivable {net of allowance for
uncollectibles) line for certain funds and aggiegated columns. The detail for this line item {Receivables, net} is as follows:

Receivahles, net General DDA Library Total

Accounts % 471 3 - $ 1,928 $ 2,399
Taxes 17,828 2,106 43,377 63,411
Interest receivable 629 - - 6529
Net receivables % 19,028 $ 2106 $ 45305 § 66,439

NOTE 10 - RISK MANAGEMENT

The Village of Schooleraft is exposed to various risks of loss related to property loss, torts, errors and emissions and employee
injuries {workers' compensation), as well as medical benefits provided to employees. The Village of Schoolcraft obtains
commercial insurance coverage for all claims. Settled claims relating to the commercial insurance have not exceeded the
amount of insurance coverage in any of the past three fiscal years.

NOTE 11 - EMPLOYEE RETIREMENT AND BENEFIT SYSTEMS

]

The Village provides pension benefits for all of its full-time employees through a defined contribution plan. In a defined
contribution plan, benefits depend solely on amounts contributed to the plan, plus investment earnings. The plan permits
employees to defer a portion of their current compensation until the employee terminates employment. The plan is administered
by third-party trustees. Plan provisions and contribution requirements are established and may be amended by the Village
Council. The contribution by the Vitlage is 3% of each employee’s and 10% of manager's gross earnings. No contribution is
required by the employes. Total contributions for each employee (and interest allocated to the employee's account) are
immediately 100% vested. The Village is not a trustee of the plan, nor is the Village responsible for investment management of
plan assets.

The Village made contribufions of $16,850 for the fiscal year ended February 28, 2021.

NOTE 12 - OTHER POST-EMPLOYMENT BENEFITS

The Village has no post-employment benefit plans.

NOTE 13 - COMPENSATED ABSENCES

Itis the Village's policy to permit employees to accumulate eamed but unused vacation and persanal benefits. All vacation pay
and personal time is accrued when incuried in the government-wide and proprietary fund financial stafements. A liability for
these amounts is reported in governmental funds only if they have matured, for example, as a result of employee resignations
and retirements.
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NOTE 14 - JOINTLY GOVERNED ORGANIZATION

The Village of Schoolcraft is a member of the South Kalamazoo County Fire Authority. The Authority was established under
Michigan Public Act No. 57 of 1998 to jointly provide fire protection services within the member municipalities in southern
Kalamazoo County, Michigan. The Authority is comprised of the Villages of Schoolcraft and Vicksburg, and the Townships of
Brady, Prairie Ronde, Schoolcraft, and Wakeshma.

In compliance with the terms in its operating agreement, the Village reimburses the Authority for its share of the services
provided. The governing documents of the Authority do not explicitly convey an equity interest to its members. The Village is
unaware of any indication that the Authority is accumulating significant financial resources or is experiencing fiscal stress that
may cause a benefit or burden on the Village in the near future. Payments to the Authorily during the year amounted to $61,125
for its operation.

The South Katamazoo County Fire Autiorily receives an annual audit of its financial statements by an independent certified
public accountant. A copy of the annual audit is kept on file at the Village of Schoolcraft office, and can be reviewed upon
request. Summary financial information is as follows:

At March 31, 2020 Year ended March 31, 2020
Total Assets 3 1,811,152
Total Liabilities 3 91,163 Revenues 3 682,858
Total Net Position 1,719,089 Expenses 466,085
Total Liabilities and Net Position $ 1,811,152 Change in Nei Position 3 216,793

NOTE 15 - PROPERTY TAX ABATEMENTS

Act 188, the Plant Rehabilitation and Industrial Development Dislricts Act, was adopted in the State of Michigan as a means of
providing a stimulus in the form of significant tax incentives to induslry for the purpose of creating new jobs and maintaining
existing jobs. It allows an obsolete property, when replaced or restored, to have its assessed value frozen at the level prior to the
Impravement for a maximum of twelve years; and new plants to receive a fifty percent exemption from property tax on the
taxable value of new real and personal properties, also for a maximum pericd of twelva years.

The Village Council has granted property tax abatements. The effect of the abatements is to reduce property tax revenue for the
Village's General Fund by approximately $8,740

NOTE 16 - SUBSEQUENT EVENTS

Management evaluates events occurring after the date of the financial statements to consider whether or not the impact of such
avents needs to be reflected or disclosed in the financial statements. Such evaluation was performed through August 23, 2021,
the date the financial statements were approved for issuance. Thare were no subsequent events that should be accounted for or
require disclosure in the accompanying financial statements.

The Village’s operations may be affected by the ongoing outbreak of the coronavirus diseass 2019 (COVID-19) which was
declared a pandemic by the World Health Organization in March 2020. The ultimate disruption which may be caused by the
outbreak is uncertain; however, it may result in a material adverse impact on the Village’s financial position, operations and cash
flows. Possible effects may include, but are not limited to, disruption to the Village's customers and revenue, absenteeism in the
Village's labor workforce, unavailability of products and supplies used in operations, and a decline in value of assets held by the
Village, including inventeries, property and equipment, and marketable securities.
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Village of Schoolcraft

General Fund
Budgetary Comparison Schedule

For th
i
Budgeted Amounts ‘
Varlance with
Orlginal Final Actual Final Budget
REVENUES
Taxes;
Property $ 585000 $ 630,000 $ 645831 $ 15,831
Industrial facility tax 5,000 6,780 6,778 (2)
Penalties and interest - - 620 {629)
Tofal taxes 580,000 636,780 653,238 15,200
Licenses and permits: !
Business licenses and permits 1,650 1,550 1,508 (42)
Franchise fees 11,000 13,400 10,718 {(2,684)
Non-business licenses and permits 8,300 8,000 5 858 342
Tofal licenses and permits 20,850 20,950 17,882 (2,384)
State grants:
Siate revenue sharing 160,000 180,615 154,810 (25,805)
Other state grants 23,750 14,640 14,609 (31)
Total state grants 183,750 195,255 169,419 (25,836)
Federal grants - - 39,854 39,854
Charges for services;
Fees 12,000 10,730 10,809 79
Services rendered 300 2,750 2 687 {63)
Totai charges for servicas 12,300 13,480 13,486 16
i
Interest and rents:
Inferest 8,000 11,800 2,711 (9,089)
Other revenue: |
Confributions and donations - 2,400 2,395 (5)
Miscellaneous 300 300 149 (151) |
Total other revenue 300 2,700 2.544 (156) |
Total revenues 813,200 880,965 899 144 17,605
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Village of Schoolcraft

General Fund

Budgetary CGomparison Schedule
For the year ended February 28, 2021

Budgeted Amounts
Variance with
Original Final Actual Final Budget
EXPENDITURES
Current:
Generat government:
Village council $ 25710 % 19,050 § 16,747 % 2,303
Manager 53,346 110,988 112,331 (1,343)
Clerk 7,905 18,995 8,184 10,811
Treasurer 56,177 62,165 58,389 3,776
Buildings and grounds 32,468 32,623 26,988 5,835
Total general government 175,606 243.821 222,639 21,182
Public safety:
Police 354,573 348,991 342,518 4,473
Fire 62,022 62,022 61,125 897
Building inspection 7,800 7,800 5,749 2,051
Total public safaty 424,395 416,813 409,392 7,421
Public works:
Uepariment of public works 134,647 135,650 106,527 29,123
Sanitation 2,580 2615 2612 3
Total public works 137,227 138,265 109,139 29,126
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Village of Schoolcrafi

General Fund
Budgetary Comparison Schedule
For th d

Budgeted Amounts
Variance with
Orlginal Final Actual Final Budget
Community and economic development;
Planning $ 1,450 $ 1,669 $ 1,669 $ -
Zoning 21,500 21,500 3,840 17,660
Community development 11,335 11,945 11,920 25
Total community and econgmic development 34,285 35,114 17,429 17,685
Recreation and culture:
Parks and recreation department 26,941 21,571 20,807 764
Debt service
Principal 45,000 45,000 45,000 -
Interest 9,800 3,800 9 800 -
Total debt service 54 800 54,800 54,800 ~
Total expenditures 853,254 910,384 834,208 76,178
Net change in fund balance (40,054) {29,419) 64,0938 93,783
Fund balance-beginning 815,938 815,038 815,938 -
Fund balance-ending $ 775884 $§ 786519 § 880876 $ 93,783
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Village of Schoolcraft
Major Sireet Fund

Budgetary Comparison Schedule
For the year ended February 28, 2021

Budgeted Amounts
Varlance with
Original Final Actual Final Budget
REVENUES

Michigan transportation funds $ 169,110 $ 169,090 $ 163,080 §$ (6,010)

State grants - - 144,208 144,205

interest 650 670 704 34
Total revenues 169,760 169,760 307,989 138,229
EXPENDITURES

Current:

Public works:
Construction of streets - - 217,782 (217,782)
Praservation of streets 164,878 95,383 18,753 78,630
Traffic services 31,823 28,893 20,622 9,271
Winter maintenance 13,549 10,819 9,228 1,691
Administration and engineering 6,018 1,028 873 155
Total expenditures 216,268 137,123 265,258 (128,135)
Excess (deficiency) of revenues over
expendifures {46,508) 32.637 42731 10,094
OTHER FINANCING SOURCES (USES)

Transfers oui - - (75,000) (75,000)
Nat change in fund balance {(46,508) 32,637 (32,289) (64,208)
Fund balance-baeginning 498,193 498,193 498,193 -

Fund halance-ending $§ 451685 $ 530,830 $ 465924 $ (64,806)
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Village of Schoolcraft

Library Fund

Budgetary Comparison Schedule
For th

Budgeted
Amolnts
Original and Variance with
Final Actual Final Budget 2020
REVENUES
Taxes $ 172516 § 181,125 § 8608 $ 167,439
State grants 4,400 8,719 2,319 6,441
Contributions from local units 7.000 6,561 (439) 7,979
Charges for servicas 2,900 888 (2,012) 2,827
Fines and forfeils 1,300 64 (1,236) 992
Interest and rents 850 1,203 253 1,119
Other revenue 14,400 15,058 858 18,535
Total revenues 203,466 211,618 8,152 205,132
EXPENDITURES
Current:
Library 198,475 150,607 47,868 181,561
Debt service:
Principal 1,362 1,362 - 1,156
Interest 339 339 - 451
Total expenditures 200,178 152 308 47 868 183,168
Net change in fund balances 3,290 £9,310 56,020 21,964
Fund balances-beginning 251,555 251,555 - 229 591
Fund balances-ending $ 254845 § 310,865 $ 56,020 & 251555
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Village of Schoolcrafi

Nonmajor Governmental Funds
Combining Balance Sheet

Special Revenue

Downtown
Degvelopment
Local Street Authority Total
ASSETS
Cash % 64,036 % 60,313 § 124,349
Receivables, net - 2,106 2,106
intergovernmental raceivable 9,331 - 9,331
Due from other funds 1,470 - 1,470
Prepaids 530 - 530
Total assets 75,367 62,419 137,786
LIABILITIES
Accounts payable 30 3,014 3,044
Accrued liabilities 630 407 1,037
Due fo other funds 1,239 1,425 2,664
Total liabilities 1,899 4,846 6,745
FUND BALANCES
Nonspendable:
Prepaid items ’ 530 530
Restricted:
Streets 72,938 - 72,938
Community and economic
development - 57,573 57,673
Unassigned - - -
Total fund batances 73,468 57,573 131,041

Total liabilities and fund halances $ 75,367 $ 62419 § 137,786
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Village of Schoolcraft

Nonmajor Governmental Funds
Combining Statement of Revenues, Expenditures and Changes in Fund Balances

Special Revenue

Downtown
Development
Local Street Authority Total

REVENUES

Taxes 3 - $ 26,742 % 28,742

State grants 51,279 - 51,279

Interest and rents 37 26 63
Total revenues 51,316 26,768 78,084
EXPENDITURES

Public works 136,830 - 136,630

Community and economic development - 23,042 23,042
Total expenditures 136,630 23,042 169,672

Excess {deficiency) of revenues over
expenditures (85,314) 3,726 (81,688)

OTHER FINANCING SOURCES (USES)

Transfers in 75,000 - 75,000
Net change in fund balances (10,314) 3,726 {6,588)
Fund balances-beginning 83,782 53,847 137,629
Fund balances-ending ) 73,468 & 57,573 & 131,041
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DOUGLAS WOHLBERG, CPA

Certified Public Accountants

R RS e R R

2496 84th Street SW

Byron Center, MI 49315

Phone (616) 583-0094

Fax (866) 569-0725

Email: doug@wohlbergepa.com

August 23, 2021

To the Village Council
Village of Schoolcraft

We have audited the financial statements of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the Village of Schoolcraft for the year ended February 28, 2021. Professional standards
require that we provide you with information about our responsibilities under generally accepted auditing standards and
Government Auditing Standards and the Uniform Guidance, as well as cerlain information refated to the planned scope and
timing of our audit. We have communicated such information in our letter fo you dated June 23, 2021. Professional standards
also require that we communicate to you the following information related to our audit,

Significant Audit Findings

Qualitative Aspeets of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting policies used
by the Village of Schoclcraft are described in Note 1 to the financial statements. No new accounting policies were adopted and
the application of existing policies was not changed during the year. We noted no transactions entered into by theVillage of
Schoolcrait during the year for which there is a lack of autharitative guidance or consensus. All significant transaclions have
been recognized in fhe financial statements in the proper period.

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 Village's financial
statements was:

Management's estimate of the lives of capital assets is based on management's experience and estimates. We evaluated
the key factors and assumptions used to develop the lives of capital assets in determining that it is reasonable in relation to
the financial statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.

Difficullies Encounterad in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our audit.

Corracted and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other than those
that are cleariy trivial, and communicate them to the appropriate level of management. Management has corrected all such
misstatements.

. The following material misstatements detected as a result of audit procedures were corrected by management;
$16,422 in the General Fund to adjust the allocation of health insurance to other funds.
$144,205 in the Major Streets Fund to record the State's share of the Angell Street Construction.

Disagreements with Management

For purposas of this letter, a disagreement with management is a financlal accounting, reporiing, or auditing matter, whether or
not resolved to our satisfaction, that could be significant to the financial statements or the auditor's report. We are pleased to
report that no such disagreements arose during the course of our audit,
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Management Representations
We have requested cerlain representations from management that are included in the management representation [etter dated
August 23, 2021,

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters, similar to
obtaining a “second opihion® on certain situations. If a consultation involves application of an accounting principle te the Village
of Schoolcraft's financial statements or a determination of the type of auditor's opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to determine that the consultant has
all the relevant facts. To our knowledge, there were no such consultations with ofther accountants.

Other Audit Findings or Issties

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

We noted that internal controls for water utility billings need additional oversight. Management has implemented & process
that provides that oversight. 1t is important to note that the administrative staff provides good internal controls and produces
quality work. 1t should also be noted that the workload for office staff is very labor intensive; separation of dufies and internal
controls would be improved through the addition of office staff.

Other Matters

We applied cerfain limited procedures to the Management Discussion and Analysis and the budgstary comparison schedules,
which are required supplementary information (RSI) that supplements the basic financial statements. Qur procedures consisted
of inquiries of management regarding the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statemants, and other knowledge we obtained during our audit
of the basic financial statements. We did not audit the RSI and do not express an opinion or provide any assurance on the RSl

Restriction on Use
This information is intended solely for the information and use of the Village Council and management of the Village of
Schoolcraft and is not intended to be, and should not be, used by anyone other than these specified parties.

Very truly yours,

Doz M@

Douglas Wohlberg, CPA
Byron Center, Michigan
August 23, 2021
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Village of Schoolcrafi

Schedule of Findings and Responses

NONCOMPLIANCE WITH STATE STATUTES

Finding 2021-01
Expenditures in Excess of Apprapriations

Gondition: The Village's General Appropriations Act (budget) provided for expenditures of the General Fund to be controlled to
the activity level by the Village. As detailed below, actual expenditures exceeded the Village Council's approved budget
allocations for several general fund and special revenue fund activities.

During the fiscal year, expenditures were incurred in excess of amounts appropriated follows:

Excess
Fund and Activity Final Budget Actual Expenditures
Major Streets Fund
Public works $ 137,123 $ 265,258 $ 128,135
Transfers out - 75,000 75,000

Criteria: The expenditure of funds in excess of appropriations is contrary to the provisions of Section 17 of Public Act 2 of 1968.

Effect. The Village is in noncompliance with State statute. Unavailable funds continued to be spent despite the lack of budgeted
funds fo support the expenses.

Recommendation: We recommend that the Village develop budgetary control procedures which will ensure that expenditures do
not exceed amounts authorized in the General Appropriations Act or amendments thereof,

Management's Response-Corrective Action Plan: The Village will more frequentiy review available funds and amend the
budgets.
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