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Independent Auditors' Report
June 30, 2020
Board Members of the
Lenawee County Building Authority
Adrian, Michigan
Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities, the business-type
activities, and each major fund of the Lenawee County Building Authority (the “Authority”), a
component unit of the County of Lenawee, Michigan, as of and for the year ended December 31, 2019,
and the related notes to the financial statements, which collectively comprise the Authority’s basic
financial statements, as listed in the table of contents.
Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.
Independent Auditors’ Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of 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 auditor judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

Rehmann is an independent member of Nexia International.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.
Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities and each major
fund of the Lenawee County Building Authority as of December 31, 2019, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, as listed in the table of contents, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of inquiries
of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated June 30, 2020
on our consideration of the Authority's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Authority's internal
control over financial reporting and compliance.
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LENAWEE COUNTY BUILDING AUTHORITY
Management's Discussion and Analysis
The Lenawee County Building Authority (the "Authority") is a blended component unit of Lenawee County, Michigan and
was established pursuant to Act 31, Public Acts of Michigan, as amended. The Authority presents this management's
discussion and analysis of its financial performance as an overview of financial activities for the fiscal year ended
December 31, 2019. We encourage readers to consider the information presented here in conjunction with the
accompanying basic financial statements.
Financial Highlights
·
·
·
·
·
·

Total net position
Change in total net position
Fund balances, governmental funds
Change in fund balances, governmental funds
Long-term debt outstanding
Change in long-term debt

$ 4,650,270
(6,618)
76,062
23,633
3,007,221
(209,747)

Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial statements. The
basic financial statements are comprised of three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements.
Government-wide Financial Statements
The government-wide financial statements are designed to provide readers with a broad overview of the Authority’s
finances, similar to a private-sector business.
The statement of net position presents information on all of the Authority’s assets, deferred outflows of resources,
liabilities, and deferred inflows of resources with the net of these reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the Authority is improving
or deteriorating.
The statement of activities presents information showing how the government’s net position changed during the most
recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for
some items that will only result in cash flows in future fiscal periods (i.e., uncollected account receivable and
outstanding bonds payable).
Fund Financial Statements
A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. The Authority, like other state and local governments, uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. All of the funds of the Authority can be divided
into two categories: governmental funds and proprietary funds.
Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable resources, as
well as on balances of spendable resources available at the end of the fiscal year. Such information may be useful in
evaluating a government’s near-term financing requirements.

4

LENAWEE COUNTY BUILDING AUTHORITY
Management's Discussion and Analysis
Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful
to compare the information presented for governmental funds with similar information presented for governmental
activities in the government-wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the governmental funds balance sheet and the
governmental funds statement of revenues, expenditures and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.
The Authority maintains two individual governmental funds. Information is presented separately in the governmental
funds balance sheet and in the governmental funds statement of revenues, expenditures and changes in fund balances
for the jail debt service and jail capital projects funds, which are considered to be major funds.
Proprietary funds. The Authority maintains one type of proprietary fund. Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. The Authority uses an
enterprise fund to account for its construction, operation, maintenance, and financing of the human services building.
Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprietary fund financial statements provide information for the human services building fund, which is
considered to be a major fund of the Authority.
Notes to the Financial Statements
The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements.
Financial Analysis
The net position of the Authority is summarized for the purpose of determining the overall fiscal position. As shown in
table below, the Authority’s assets and deferred outflows of resources exceeded liabilities and deferred inflows of
resources by $4,650,270 at the end of the fiscal year.
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LENAWEE COUNTY BUILDING AUTHORITY
Management's Discussion and Analysis
A comparative analysis of the data is presented below:
Net Position
Governmental Activities
2019

Business-type Activities
2019

2018

2019

2018

183,936
-

$ 1,034,308
6,765,628

$ 1,165,016
6,755,894

$ 1,225,312
6,765,628

$ 1,348,952
6,755,894

191,004

183,936

7,799,936

7,920,910

7,990,940

8,104,846

-

-

17,468

105,724

17,468

105,724

Liabilities
Other liabilities
Long-term debt

4,743
-

3,877
-

320,353
3,007,221

332,837
3,216,968

325,096
3,007,221

336,714
3,216,968

Total liabilities

4,743

3,877

3,327,574

3,549,805

3,332,317

3,553,682

-

-

25,821

-

25,821

-

186,261

180,059

3,758,407
705,602

3,538,926
937,903

3,758,407
891,863

3,538,926
1,117,962

180,059

$ 4,464,009

$ 4,476,829

$ 4,650,270

$ 4,656,888

Assets
Current and other assets
Capital assets, net

$

Total assets
Deferred outflows of resources
Deferred pension amounts

Deferred inflows of resources
Deferred pension amounts
Net position
Net investment in
capital assets
Unrestricted
Total net position

$

2018

Total

191,004
-

186,261

$

$
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LENAWEE COUNTY BUILDING AUTHORITY
Management's Discussion and Analysis
When comparing the current fiscal year to the previous fiscal year, net position has decreased by $6,618 (0.1 percent).
The decrease in net position is due to the increase in personnel costs as a result of the increase in deferrals related to
the net pension liability in the current year.
Changes in Net Position
Governmental Activities
2019

Business-type Activities
2019

2018

2019

2018

187,589

$ 1,096,423

$ 1,153,702

$ 1,422,625

$ 1,341,291

-

-

-

30,644

-

30,644

-

-

6,738

5,150

6,738

5,150

326,202

187,589

1,103,161

1,189,496

1,429,363

1,377,085

Expenses
Human services building
operations
Interest on bonds

-

7,530

1,070,462
-

1,615,367
-

1,070,462
-

1,615,367
7,530

Total expenses

-

7,530

1,070,462

1,615,367

1,070,462

1,622,897

Revenues
Program revenues:
Charges for services
Operating grants
and contributions
General revenues Unrestricted investment
earnings

$

Total revenues

Change in net position,
before transfers
Transfers

326,202

$

326,202
(320,000)

Change in net position
Net position, beginning of year
Net position, end of year

2018

Total

$

180,059
-

32,699
(45,519)

(425,871)
203,629

358,901
(365,519)

(245,812)
203,629

6,202

180,059

(12,820)

(222,242)

(6,618)

(42,183)

180,059

-

4,476,829

4,699,071

4,656,888

4,699,071

180,059

$ 4,464,009

$ 4,476,829

$ 4,650,270

$ 4,656,888

186,261

$
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LENAWEE COUNTY BUILDING AUTHORITY
Management's Discussion and Analysis
Capital assets
The Authority’s investment in capital assets for its business-type activities as of December 31, 2019, amounted to
$6,765,628 (net of accumulated depreciation). This investment in capital assets includes land as well as buildings and
improvements. The total increase in the Authority’s investment in capital assets for the current fiscal year was $9,734,
which was the result of current year capital asset additions exceeding depreciation.
Business-type Activities
2019
Land
Buildings and improvements (net of accumulated depreciation)

$

75,000
6,690,628

Total

$ 6,765,628

2018
$

75,000
6,680,894

$ 6,755,894

Additional information on the Authority’s capital assets can be found in the notes to the financial statements.
Long-term Debt
At the end of the current fiscal year, the Authority had total bonded debt outstanding of $3,007,221 (see table below).
General obligation bonds are direct obligations and pledge the full faith and credit of Lenawee County government.
These bonds generally are issued as 15-20 year serial bonds with varying amounts of principal maturing each year.
Installment Debt
Business-type Activities

Bonds payable (including bond premium)

2019

2018

$ 3,007,221

$ 3,216,968

Additional information on the Authority’s long-term debt can be found in the notes to the financial statements.
Contacting the Lenawee County Building Authority
This financial report is designed to provide a general overview of the Lenawee County Building Authority finances and to
show accountability for the money it receives and expends. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to the Lenawee County Building Authority,
301 North Main Street, Adrian, Michigan 49221.
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LENAWEE COUNTY BUILDING AUTHORITY
Statement of Net Position

December 31, 2019

Assets
Cash and investments
Receivables, net
Capital assets not being depreciated
Capital assets being depreciated, net

Governmental
Activities

Business-type
Activities

$

$

Total assets
Deferred outflows of resources
Deferred pension amounts
Liabilities
Accounts payable and accrued expenses
Unearned revenue
Long-term debt:
Due within one year
Due in more than one year
Net pension liability (due in more than one year)
Total liabilities
Deferred inflows of resources
Deferred pension amounts
Net position
Net investment in capital assets
Unrestricted
Total net position

$

65,682
125,322
-

$

1,099,990
125,322
75,000
6,690,628

191,004

7,799,936

7,990,940

-

17,468

17,468

207
4,536

116,287
-

116,494
4,536

-

219,747
2,787,474
204,066

219,747
2,787,474
204,066

4,743

3,327,574

3,332,317

-

25,821

25,821

186,261

3,758,407
705,602

3,758,407
891,863

186,261

The accompanying notes are an integral part of these financial statements.
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1,034,308
75,000
6,690,628

Total

$

4,464,009

$

4,650,270

LENAWEE COUNTY BUILDING AUTHORITY
Statement of Activities

For the Year Ended December 31, 2019
Program
Revenues

Functions / Programs

Charges
for Services

Expenses

Governmental activities
Public safety

$

Business-type activities
Human services building operations

-

$

1,070,462

Total

$

Net
(Expense)
Revenue

1,070,462

326,202

$

1,096,423
$

1,422,625

326,202

25,961
$

352,163
continued…
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LENAWEE COUNTY BUILDING AUTHORITY
Statement of Activities

For the Year Ended December 31, 2019

Changes in net position
Net revenue

Governmental
Activities

Business-type
Activities

$

$

326,202

25,961

Total

$

352,163

General revenues and transfers:
Unrestricted investment earnings
Transfers to other funds of the County

(320,000)

6,738
(45,519)

6,738
(365,519)

Total general revenues and transfers

(320,000)

(38,781)

(358,781)

(12,820)

(6,618)

Change in net position

6,202
180,059

Net position, beginning of year
Net position, end of year

$

186,261

4,476,829
$

4,464,009

4,656,888
$

4,650,270
concluded.

The accompanying notes are an integral part of these financial statements.
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LENAWEE COUNTY BUILDING AUTHORITY
Balance Sheet

Governmental Funds
December 31, 2019
Debt
ServiceJail

Capital
ProjectsJail

Total
Governmental
Funds

Assets
Cash and investments
Accounts receivable, net

$

57,343
125,322

$

8,339
-

$

65,682
125,322

Total assets

$

182,665

$

8,339

$

191,004

Liabilities
Accounts and contracts payable
Unearned revenue

$

207
4,536

$

-

$

207
4,536

Total liabilities

4,743

-

4,743

110,199

-

110,199

Fund balances
Restricted for capital projects
Committed for debt service

67,723

8,339
-

8,339
67,723

Total fund balances

67,723

8,339

76,062

Deferred inflows of resources
Unavailable revenue - accounts receivable

Total liabilities, deferred inflows of
resources and fund balances

$

182,665

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

14

$

8,339

$

191,004

LENAWEE COUNTY BUILDING AUTHORITY
Reconciliation
Fund Balances for Governmental Funds
to Net Position of Governmental Activities
December 31, 2019
Fund balances - total governmental funds

$

76,062

Amounts reported for governmental activities in the statement of net position
are different because:
The focus of governmental funds is on short-term financing. Some assets will not be
available to pay for current expenditures. Those assets (such as certain receivables)
are offset by deferred inflows in the governmental funds, and thus are not included
in fund balance.
Deferred accounts receivable

Net position of governmental activities

110,199

$

The accompanying notes are an integral part of these financial statements.
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186,261

LENAWEE COUNTY BUILDING AUTHORITY
Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Year Ended December 31, 2019

Debt
ServiceJail
Revenues
Charges for services
Investment earnings

$

Total revenues

342,440
1,144

Capital
ProjectsJail
$

343,584

Other financing uses
Transfers to other funds of Lenawee County

Total
Governmental
Funds
49

$

49

(320,000)

342,440
1,193
343,633

-

(320,000)

Net change in fund balances

23,584

49

23,633

Fund balances, beginning of year

44,139

8,290

52,429

Fund balances, end of year

$

67,723

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

8,339

$

76,062

LENAWEE COUNTY BUILDING AUTHORITY
Reconciliation
Net Changes in Fund Balances of Governmental Funds
to Change in Net Position of Governmental Activities
For the Year Ended December 31, 2019
Net change in fund balances - total governmental funds

$

23,633

Amounts reported for governmental activities in the statement of activities
are different because:
Revenues in the statement of activities that do not provide current financial resources are
not reported as revenues in the funds, but rather are deferred to the following fiscal year.
Change in deferred long-term receivable
Change in net position of governmental activities

(17,431)
$

The accompanying notes are an integral part of these financial statements.
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6,202

LENAWEE COUNTY BUILDING AUTHORITY
Statement of Net Position

Proprietary Fund
December 31, 2019

Human
Services
Building
Assets
Current assets Cash and investments

$

Noncurrent assets:
Capital assets not being depreciated
Capital assets being depreciated, net
Total noncurrent assets

1,034,308

75,000
6,690,628
6,765,628

Total assets

7,799,936

Deferred outflows of resources
Deferred pension amounts

17,468

Liabilities
Current liabilities:
Accounts payable
Accrued wages and benefits
Accrued interest payable
Current portion of bonds payable
Total current liabilities

95,064
6,596
14,627
219,747
336,034

Noncurrent liabilities:
Bonds payable, net of current portion
Net pension liability
Total noncurrent liabilities

2,787,474
204,066
2,991,540

Total liabilities

3,327,574

Deferred inflows of resources
Deferred pension amounts

25,821

Net position
Net investment in capital assets
Unrestricted

3,758,407
705,602

Total net position

$

The accompanying notes are an integral part of these financial statements.
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4,464,009

LENAWEE COUNTY BUILDING AUTHORITY
Statement of Revenues, Expenses and Changes in Fund Net Position

Proprietary Fund
For the Year Ended December 31, 2019

Human
Services
Building
Operating revenues
Rental income
Vending and other income

$

Total operating revenues

1,094,026
2,397
1,096,423

Operating expenses
Personnel services costs
Supplies and other operating expenses
Other contractual services
Depreciation expense

402,549
181,420
116,014
284,516

Total operating expenses

984,499

Operating income

111,924

Nonoperating revenues (expenses)
Investment earnings
Interest expense

6,738
(85,963)

Total nonoperating revenues (expenses)

(79,225)

Income before transfers

32,699

Transfers to other funds of Lenawee County

(45,519)

Change in net position

(12,820)

Net position, beginning of year

4,476,829

Net position, end of year

$

The accompanying notes are an integral part of these financial statements.
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4,464,009

LENAWEE COUNTY BUILDING AUTHORITY
Statement of Cash Flows

Proprietary Fund
For the Year Ended December 31, 2019
Human
Services
Building
Cash flows from operating activities
Cash received from users
Other operating receipts
Cash paid to employees and suppliers

$

1,094,026
2,397
(597,375)

Net cash provided by operating activities

499,048

Cash flows from noncapital financing activities
Transfers to other funds of Lenawee County

(45,519)

Cash flows from capital and related
financing activities
Principal payments on long-term debt
Interest payments on long-term debt
Purchase of capital assets

(205,000)
(91,725)
(294,250)

Net cash used in capital and related financing activities

(590,975)

Cash flows from investing activities
Interest earnings on investments

6,738

Change in cash and investments

(130,708)

Cash and investments, beginning of year

1,165,016

Cash and investments, end of year
Reconciliation of operating income to net
cash provided by operating activities
Operating income
Adjustments to reconcile operating income to net
cash provided by operating activities:
Depreciation
Change in:
Accounts payable
Accrued wages and benefits
Net pension liability
Deferred outflows related to the net pension liability
Deferred inflows related to the net pension liability
Net cash provided by operating activities

$

1,034,308

$

111,924

284,516
83,581
(1,860)
(93,190)
88,256
25,821
$

The accompanying notes are an integral part of these financial statements.
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LENAWEE COUNTY BUILDING AUTHORITY
Notes to Financial Statements
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity
The Lenawee County Building Authority (the “Authority”) was created in October 1987, pursuant to the
provisions of Act 31, extra session of 1948, of the Public Acts of Michigan. The Authority has no
stockholders, and all monies received are designated for the costs of designing, constructing, equipping
and operating a new Human Services Building and other facilities as needed, to be used by certain County
Departments, State Agencies, and Federal Departments, in accordance with the agreement between the
incorporating Lenawee County, Michigan (the “County”), the Authority, and its bondholders.
The Authority is a blended component unit of Lenawee County, Michigan. The Authority is considered to
be a blended component unit of the County because the County appoints the majority of the Authority
Board members and has the ability to significantly influence operations, and the Authority provides
services almost exclusively for the benefit of the County.
Government-wide and Fund Financial Statements
The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the primary government. For the
most part, the effect of interfund activity has been removed from these statements. Governmental
activities, which normally are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for
support.
The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include: 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment, and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.
Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate columns in
the fund financial statements.
Measurement Focus, Basis of Accounting, and Financial Statement Presentation
The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues in the year for which they are levied.
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.
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LENAWEE COUNTY BUILDING AUTHORITY
Notes to Financial Statements
Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the end of the
current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated
absences and claims and judgments, are recorded only when payment is due.
Charges for services and interest associated with the current fiscal period are considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period.
The Authority reports the following major governmental funds:
The jail debt service fund accounts for the resources accumulated and payments made for principal
and interest on long-term general obligation debt issued for the construction of the jail.
The jail capital projects fund accounts for the construction of the new jail.
The Authority reports the following major proprietary funds:
The human services building fund accounts for the construction, operation, maintenance, and
financing of the human services building.
As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payments-in-lieu of taxes and various other functions of
the government. Elimination of these charges would distort the direct costs and program revenues
reported for the various functions concerned.
Amounts reported as program revenues include: 1) charges to customers or applicants for goods, services,
or privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions,
including special assessments. Internally dedicated resources are reported as general revenues rather
than as program revenues. Likewise, general revenues include all taxes.
Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the Authority are rental charges to building tenants. Operating expenses for enterprise funds include the
cost of building maintenance, administrative expenses, and depreciation on capital assets. All revenues
and expenses not meeting this definition are reported as nonoperating revenues and expenses.
When both restricted and unrestricted resources are available for use, it is the government’s policy to use
restricted resources first, then unrestricted resources as they are needed.
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LENAWEE COUNTY BUILDING AUTHORITY
Notes to Financial Statements
Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Equity
Deposits and investments
The government’s cash and cash equivalents are considered to be cash on hand, demand deposits and
short-term investments with original maturities of three months or less.
Investments are stated at fair value.
State statutes authorize the Authority to deposit in the accounts of federally insured banks, credit unions,
and savings and loan associations, and to invest in obligations of the U.S. Treasury, certain commercial
paper, repurchase agreements, bankers acceptances, and mutual funds composed of otherwise legal
investments (except those with a fluctuating per share value).
Receivables and Payables
All trade receivables are shown net of an allowance for uncollectibles, as applicable.
Deferred outflows of resources
In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element represents a consumption of
net position that applies to future periods and so will not be recognized as an outflow of resources until
then. The Authority reports deferred outflows of resources related to the net pension liability.
Long-term obligations
In the government-wide financial statements, and proprietary fund types in the fund financial statements,
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental
activities, business-type activities, or proprietary fund type statement of net position. Bond premiums
and discounts are deferred and amortized over the life of the bonds using the straight-line method. Bonds
payable are reported net of the applicable bond premium or discount.
In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is reported as
other financing sources. Premiums received on debt issuances are reported as other financing sources
while discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt service expenditures.
Deferred inflows of resources
In addition to liabilities, the statement of net position and governmental funds balance sheet will
sometime 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 time. The
governmental funds report unavailable revenues, which arises only under a modified accrual basis of
accounting. These amounts are deferred and recognized as an inflow of resources in the period that the
amounts become available. In addition, the Authority reports deferred inflows of resources related to the
net pension liability.
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Fund equity
Governmental funds report nonspendable fund balance for amounts that cannot be spent because they
are either (a) not in spendable form or (b) legally or contractually required to be maintained intact.
Restricted fund balance is reported when externally imposed constraints are placed on the use of the
resources by grantors, contributors, or laws or regulations of other governments. Committed fund
balance is reported for amounts that can be used for specific purposes pursuant to constraints imposed by
formal action of the government’s highest level of decision making authority, the Board of Directors. A
formal resolution of the Board of Directors is required to establish, modify or rescind a fund balance
commitment. Assigned fund balance is reported for amounts that are constrained by the government’s
intent to be used for specific purposes, but are neither restricted nor committed. Unassigned fund
balance is the residual classification used for a general fund or for deficit fund balances.
When the Authority incurs an expenditure for purposes for which various fund balance classifications can
be used, it is the Authority’s policy to use restricted fund balance first, then committed, assigned, and
finally unassigned fund balance, if any.
2. DEPOSITS AND INVESTMENTS
At December 31, 2019, the Authority’s cash and investments consisted of the following:
Deposits
Checking and savings accounts
Equity in pooled checking account

$

65,682
707,201

Total deposits

772,883

Investment
Michigan CLASS Government Investment Pool

327,107
$

1,099,990

Interest Rate Risk. State law limits the allowable investments and the maturities of some of the
allowable investments as identified in the summary of significant accounting policies. The County’s
investment policy does not have specific limits in excess of state law on investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates. The Authority's
investment does not have a stated maturity date.
Credit Risk. State law limits investments to specific government securities, certificates of deposits and
bank accounts with qualified financial institutions, commercial paper with specific maximum maturities
and ratings when purchased, bankers acceptances of specific financial institutions, qualified mutual funds
and qualified external investment pools as identified in the list of authorized investments in the summary
of significant accounting policies. The County’s investment policy does not have specific limits in excess
of state law on investment credit risk. As of December 31, 2019, the Authority, through the County
Treasurer, has investments that consist of $327,107 in the Michigan CLASS government investment pool.
This investment is rated AAA on the Standard and Poor's rating scale.

25

LENAWEE COUNTY BUILDING AUTHORITY
Notes to Financial Statements
Custodial Credit Risk – Deposits. The Authority maintains $772,883 in checking and savings accounts at
banks which are under custody of the County Treasurer. It is not practical to determine the insured
portion of these balances as they are included in pooled and other cash accounts of the County.
Custodial Credit Risk – Investments. For an investment, custodial credit risk is the risk that, in the event
of the failure of the counterparty, the Authority will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. State law does not require and the
County does not have a policy for investment custodial credit risk. On the investments listed above, there
is no custodial credit risk, as these investments are uncategorized as to credit risk.
Concentration of Credit Risk. State law limits allowable investments but does not limit concentration of
credit risk as identified in the list of authorized investments in the summary of significant accounting
policies. The Authority’s investment policy does not have specific limits in excess of state law on
concentration of credit risk. All investments held at year end are reported above.
Investments in Entities that Calculate Net Asset Value per Share. The Authority holds shares in Michigan
CLASS whereby the fair value of the investment is measured on a recurring basis using net asset value per
share (or its equivalent) of the investment pool as a practical expedient.
At year end, the net asset value of the Authority's investment in Michigan CLASS was $327,107. The
investment pool had no unfunded commitments, specific redemption frequency or redemption notice
period required. The Michigan CLASS investment pool invests in U.S. treasury obligations, federal agency
obligations of the U.S. government, high-grade commercial paper (rated ‘A-1’ or better) collateralized
bank deposits, repurchase agreements (collateralized at 102% by Treasuries and agencies), and approved
money-market funds. The program seeks to provide safety, liquidity, convenience, and competitive rates
of return, and is designed to meet the needs of Michigan public sector investors. It purchases securities
that are legally permissible under state statutes and are available for investment by Michigan counties,
cities, townships, school districts, authorities and other public agencies.
3. RECEIVABLES
Receivables are comprised of the following:
Governmental
Activities
Accounts receivable
Accounts receivable – jail
Subtotal
Less: allowance for doubtful accounts

$

$

15,123
16,389,574
16,404,697
(16,279,375)
125,322

The Authority maintains subsidiary records for accounts receivable from inmates for room and board and
other fees and makes some effort to collect. However, due to the nature of the receivable, an allowance
for the majority of the balance is required as collections are not considered to be likely.
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4. CAPITAL ASSETS
Capital asset activity for the year ended December 31, 2019 was as follows:
Beginning
Balance
Business-type Activities
Capital assets, not being depreciated Land

$

75,000

Additions

$

Ending
Balance

Disposals

-

$

-

$

75,000

Capital assets, being depreciated Buildings and improvements

12,095,987

294,250

-

12,390,237

Less accumulated depreciation for Buildings and improvements

5,415,093

284,516

-

5,699,609

Total capital assets being depreciated, net

6,680,894

9,734

-

6,690,628

Business-type activities capital assets, net

$

6,755,894

$

9,734

$

-

5. PAYABLES
Accounts payable and accrued expenses in the governmental activities are as follows:
Trade accounts payable

$

207

Accounts payable and accrued expenses in the business-type activities are as follows:
Trade accounts payable
Accrued wages and benefits
Accrued interest payable
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$

95,064
6,596
14,627

$

116,287

$

6,765,628

LENAWEE COUNTY BUILDING AUTHORITY
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6. LONG-TERM DEBT
The Authority issues limited tax general obligation bonds to provide funds for the acquisition and
construction of major capital facilities. General obligation ("G.O.") bonds have been issued for businesstype activities. Long-term debt activity for the year ended December 31, 2019, was as follows:
Beginning
Balance
Business-type Activities
G.O. Refunding Bonds of
$3,160,000, due in varying
installments of $205,000 to
$325,000 plus an interest rate
of 3.00%, through 2030

$

Bond premium
Total business-type activities

3,160,000

Additions

$

-

56,968
$

3,216,968

$

$

Ending
Balance

Deductions

-

(205,000)

$

(4,747)
$

(209,747)

2,955,000

Due Within
One Year

$

52,221
$

3,007,221

215,000
4,747

$

219,747

Annual debt service requirements to maturity for the general obligation bonds as of December 31, 2019,
are as follows:
Business-type Activities
Year Ended
December 31,
2020
2021
2022
2023
2024
2025-2029
2030

Principal

Interest

$

215,000
220,000
235,000
240,000
255,000
1,465,000
325,000

$

85,425
78,900
72,075
64,950
57,525
162,675
4,875

$

2,955,000

$

526,425
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7. NET INVESTMENT IN CAPITAL ASSETS
As of December 31, 2019, net investment in capital assets was comprised of the following:
Business-type
Activities
Invested in capital assets:
Capital assets not being depreciated
Capital assets being depreciated, net
Less related debt Bonds payable

$

75,000
6,690,628
(3,007,221)

Total net investment in capital assets

$

3,758,407

8. DEFINED BENEFIT PENSION PLAN OF THE COUNTY
The Authority participates in the County's defined benefit pension plan. As it is not practical to separately
disclose the plan information applicable to the Authority, disclosures for the plan are included in the
separately issued financial statements of Lenawee County.
9. SUBSEQUENT EVENT
In March 2020, the World Health Organization declared the novel coronavirus outbreak (COVID-19) to be a
global pandemic. The extent of the ultimate impact of the pandemic on the government's operational
and financial performance will depend on various developments, including the duration and spread of the
outbreak and its impact on employees, vendors, and taxpayers, all of which cannot be reasonably
predicted at this time. In addition, it may place additional demands on the government for providing
emergency services to its citizens. While management reasonably expects the COVID-19 outbreak to
negatively impact the government's financial position, changes in financial position, and, where
applicable, the timing and amounts of cash flows, the related financial consequences and duration are
highly uncertain.
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Independent Auditors’ Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards
June 30, 2020
Board Members of the
Lenawee County Building Authority
Adrian, Michigan
We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities and each major fund of the Lenawee County Building Authority
(the "Authority"), a component unit of the County of Lenawee, Michigan, as of and for the year ended
December 31, 2019, and the related notes to the financial statements, which collectively comprise the
Authority’s basic financial statements, and have issued our report thereon dated June 30, 2020.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Authority’s
internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Authority’s
internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Authority’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Authority’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.
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