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December 9, 2020  

To the Mayor and Members of the City Council 
City of Lincoln Park, Michigan 

We have audited the financial statements of the City of Lincoln Park, Michigan (the “City”) as of and for the 
year ended June 30, 2020 and have issued our report thereon dated December 9, 2020. Professional 
standards require that we provide you with the following information related to our audit, which is divided 
into the following sections: 

Section I - Required Communications with Those Charged with Governance  

Section II - Other Recommendations and Related Information  

Section III - Legislative and Informational Items  

Sections I includes information that current auditing standards require independent auditors to 
communicate to those individuals charged with governance. We will report this information annually to the 
mayor and members of the City Council. 

Section II presents recommendations related to internal control, procedures, and other matters noted during 
our current year audit. These comments are offered in the interest of helping the City in its efforts toward 
continuous improvement, not just in the areas of internal control and accounting procedures, but also in 
operational or administrative efficiency and effectiveness. 

Section III contains updated legislative and informational items that we believe will be of interest to you. 

We would like to take this opportunity to thank the City’s staff for the cooperation and courtesy extended to 
us during our audit. Their assistance and professionalism are invaluable. 

This report is intended solely for the use of the mayor, members of the City Council, and management of 
the City and is not intended to be and should not be used by anyone other than these specified parties.  

We welcome any questions you may have regarding the following communications, and we would be willing 
to discuss these or any other questions that you might have at your convenience.  

Very truly yours, 

Plante & Moran, PLLC 

 

Kristin L. Hunt 
Partner  

 

Justin Kolbow 
Senior Manager 

Danielle.Hale
Detroit

Danielle.Hale
Praxity
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Section I - Required Communications with Those Charged with Governance 

Our Responsibility Under U.S. Generally Accepted Auditing Standards  

As stated in our engagement letter dated August 31, 2020, our responsibility, as described by professional 
standards, is to express an opinion about whether the financial statements prepared by management with 
your oversight are fairly presented, in all material respects, in conformity with U.S. generally accepted 
accounting principles. Our audit of the financial statements does not relieve you or management of your 
responsibilities. Our responsibility is to plan and perform the audit to obtain reasonable, but not absolute, 
assurance that the financial statements are free of material misstatement. 

As part of our audit, we considered the internal control of the City. Such considerations were solely for the 
purpose of determining our audit procedures and not to provide any assurance concerning such internal 
control. 

We are responsible for communicating significant matters related to the audit that are, in our professional 
judgment, relevant to your responsibilities in overseeing the financial reporting process. However, we are 
not required to design procedures specifically to identify such matters. 

Our audit of the City’s financial statements has also been conducted in accordance with Government 
Auditing Standards, issued by the Comptroller General of the United States. Under Government Auditing 
Standards, we are obligated to communicate certain matters that come to our attention related to our audit 
to those responsible for the governance of the City, including compliance with certain provisions of laws, 
regulations, contracts, and grant agreements; certain instances of error or fraud; illegal acts applicable to 
government agencies; and significant deficiencies in internal control that we identify during our audit. 
Toward this end, we issued a separate letter dated December 9, 2020 regarding our consideration of the 
City’s internal control over financial reporting and on our tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements. 

Planned Scope and Timing of the Audit 

We performed the audit according to the planned scope and timing previously communicated to you in our 
letter about planning matters dated August 31, 2020. 

Significant Audit Findings  

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. In accordance with 
the terms of our engagement letter, we will advise management about the appropriateness of accounting 
policies and their application. The significant accounting policies used by the City 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 fiscal year ended June 30, 2020 except for the implementation of GASB Statement No. 95, 
Postponement of the Effective Dates of Certain Authoritative Guidance. The primary objective of this 
statement is to provide temporary relief to governments in light of the COVID-19 pandemic.  

We noted no transactions entered into by the City during the year for which there is a lack of authoritative 
guidance or consensus.  

There are no significant transactions that have been recognized in the financial statements in a different 
period than when the transaction occurred.  

Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s knowledge and experience about past and current events and assumptions about 
future events. Certain accounting estimates are particularly sensitive because of their significance to the 
financial statements and because of the possibility that future events affecting them may differ significantly 
from those expected. 
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Section I - Required Communications with Those Charged with Governance 
(Continued) 

The most sensitive estimates affecting the financial statements were the liability and expense associated 
with pension benefits, the liability and expense associated with other postemployment benefits (OPEB), 
and unbilled water and sewer charges. 

Management’s estimates of the net pension liability and net OPEB liability (and related pension/OPEB 
amounts) are highly sensitive to the various assumptions used by the actuary within the actuarial valuation. 
Those assumptions include the long-term rate of return, the discount rate, mortality assumptions, and 
various other assumptions. While the actuary uses these assumptions to calculate the total pension liability 
and total OPEB liability, as management is ultimately responsible for the accuracy of its financial 
statements, it is management’s responsibility to assess whether the assumptions made are supportable 
and appropriate based on the facts of its individual plan. Generally accepted accounting principles require 
that such assumptions be the best estimate as of the measurement date. 

Management’s estimate of the unbilled water and sewer usage receivable is based on subsequent billings.  
We evaluated the key factors and assumptions used to develop the estimates described in determining that 
they are reasonable in relation to the financial statements taken as a whole. 

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial statement 
disclosures are particularly sensitive because of their significance to financial statement users. The most 
sensitive disclosures affecting the financial statements were: Note 6 - Long-term Debt, Note 10 - Pension 
Plans, Note 11 - Other Postemployment Benefits and Supplemental Pension Benefits, and Note 14 - 
COVID-19 Pandemic. 

Difficulties Encountered in Performing the Audit 

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

Disagreements with Management 

For the purpose of this letter, professional standards define a disagreement with management as a financial 
accounting, reporting, 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.  

Corrected and Uncorrected Misstatements 

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

The following material misstatements detected as a result of audit procedures were corrected by 
management: 

 In order to comply with GASB Statement No. 34, capital assets, long-term debt, compensated 
absences, pension activity, and OPEB activity were recorded on the government-wide statements. 

 Entries in the following areas were needed to adjust year-end balances to be in conformity with 
generally accepted accounting principles: cash, accounts receivable and deferred inflows/revenue, 
accounts payable and related expense, unearned revenue, property tax receivables/reserves, and 
Downriver Sewage Disposal System/Downriver Utility Wastewater Authority activity. 

The attached schedules summarize uncorrected misstatements of the financial statements. Management 
has determined that their effects are immaterial, both individually and in the aggregate, to the financial 
statements taken as a whole. 
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Section I - Required Communications with Those Charged with Governance 
(Continued) 

Significant Findings or Issues  

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, business conditions affecting the City, and business plans and strategies that may affect the 
risks of material misstatement, with management each year prior to our retention as the City’s auditors. 
However, these discussions occurred in the normal course of our professional relationship, and our 
responses were not a condition of our retention.  

Management Representations  

We have requested certain representations from management that are included in the management 
representation letter dated December 9, 2020.  

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 opinion on certain situations. If a consultation involves application of 
an accounting principle to the City’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 other accountants. 
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Attachments 

Client: City of Lincoln Park, Michigan
Opinion Unit: Governmental Activities

Y/E: 6/30/2020

Ref. # Description of Misstatement
Current 
Assets

Long-term 
Assets

Deferred 
Outflows of 
Resources

Current 
Liabilities

Long-term 
Liabilities

Deferred 
Inflows of 

Resources Equity Revenue Expenses

Net Income 
S tatement 

Impact

FACTUAL MISSTATEMENTS:

A1
To adjust capita l assets and associated accounts  
payable for projects  costs  incurred during 2020 250,930$    250,930$    -             

-             
-             

J UDGMENTAL ADJ USTMENTS: -             

B1 None -             
-             

PROJ ECTED ADJ USTMENTS

C1 None -             
-$           -             -$           -             -$           -$           -$           -$           -$           -$           

Tota l -$           250,930$    -$           250,930$    -$           -$           -$           -$           -$           -$           

D1

The effect of misstatements  and class ification errors  identified would be to increase (decrease) the reported amounts  in the financia l s tatement 
categories  identified below:

SUMMARY OF UNRECORDED POSSIBLE ADJ USTMENTS

PASSED DISCLOSURES AND FINANCIAL STATEMENT PRESENTATION ISSUES
None  

 

Client: City of Lincoln Park, Michigan
Opinion Unit: General Fund

Y/E: 6/30/2020

Ref. # Description of Misstatement Current Assets

Long-term 

Assets

Deferred 

Outflows of 

Resources

Current 

Liabilities

Long-term 

Liabilities

Deferred 

Inflows of 

Resources Equity Revenue Expenses

Net Income 

Statement 

Impact

FACTUAL MISSTATEMENTS:

A1 To record a deferred inflow of resources - 
unavailable revenue for amounts due from other 
governmental units that were not received within 
City's period of availability

51,704$         (51,704)$          (51,704)$          
-                    

JUDGMENTAL ADJUSTMENTS: -                    

B1 None -                    
-                    

PROJECTED ADJUSTMENTS
C1 None -                    

-$               -$               -$               -$               -$               -                  -$               -                    -$               -                    

Total -$           -$           -$           -$           -$           51,704$      -$           (51,704)$      -$           (51,704)$      

D1

SUMMARY OF UNRECORDED POSSIBLE ADJUSTMENTS

The  effect of misstatements and classification errors identified would be to increase (decrease) the reported amounts in the financial statement categories 
identified below:

PASSED DISCLOSURES AND FINANCIAL STATEMENT PRESENTATION ISSUES
None  
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Section II - Other Recommendations and Related Information 

During our audit, we noted areas where we believe there are opportunities for the City to further strengthen 
internal control or to increase operating efficiencies. Our observations on those areas are presented below 
for your consideration: 

Water and Sewer Fund - Water Loss 

The recent trend of the City’s Water and Sewer Fund’s water loss raises concerns for the current and long- 
term financial stability of the Water and Sewer Fund. Water loss is the difference between water purchased 
from the Great Lakes Water Authority and water sold to users. For the year ended June 30, 2020, water 
loss was 37 percent. The Water and Sewer Fund’s water loss trend over the last five years is as follows: 

Fiscal Year 2016 2017 2018 2019 2020 

Water Loss 20% 25% 27% 32% 37% 
 
We recommend that the water loss be investigated and addressed as soon as possible.  

Administrative Charges 

The services provided by employees that are traditionally charged to the General Fund (treasury, finance, 
HR, etc.) oftentimes significantly benefit other funds. As a result, it is a fairly common practice to charge 
administrative fees to the other funds. Administrative fees can take many forms, such as interfund 
allocations, chargebacks, payment in lieu of taxes to other funds, etc. While the practice of charging for 
administrative services provided to water and sewer funds, street funds, TIF districts, and such may 
certainly be justified, it would be prudent to revisit your current methodology and the related inputs to ensure 
that any administrative charges are fully substantiated. 

Accrued Liability Accounts 

In reviewing the accrued liability accounts, it was noted that several accounts have not had activity in the 
past few years. We recommend that a review and reconciliation of the accrued liability accounts be 
performed, at a minimum, on a semiannual basis to ensure the accrued liabilities still exist. The City will 
need to address the accrued liability accounts as part of the City’s implementation of GASB Statement No. 
84, Fiduciary Activities, for the year ending June 30, 2021. 

Brownfield Tax Capture 

The City collects taxes from parcels in the brownfield district. The city and county portion of the tax is 
captured and is refunded to the property owners to pay for property developments made in accordance 
with established agreements. In the past, the City’s General Fund refunded the full amount of the captured 
taxes to the property owners and has not charged the Charter County of Wayne, Michigan (the “County”) 
back for its portion. As a result, the County owes the City approximately $50,000 for its portion of the 
brownfield captured taxes that were refunded to the property owners. The City should follow up with the 
County to collect the amounts owed related to prior years’ distributions. 
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Section III - Legislative and Informational Items 

COVID-19 Resource Center  

Plante & Moran, PLLC (Plante Moran) has assembled a COVID-19 task force of leaders across the firm to 
monitor, address, and mitigate risks presented by the virus. We understand the unique challenges our local 
governments are facing in providing essential services to protect communities during the COVID-19 crisis, 
while going forward, they face seemingly impossible choices around staffing, capital projects, pension 
obligations, and dozens of other items in the face of an uncertain revenue outlook. We are sharing our 
insights within our government COVID-19 resource center at https://www.plantemoran.com/explore-our-
thinking/areas-of-focus/covid-19-government-resource-center. We will keep you updated with relevant 
economic analyses, crisis management guidelines, notices of changing regulations, and more to keep the 
City running as smoothly as possible amidst uncertainty and unprecedented disruption. 

We are also sharing Coronavirus Aid, Relief, and Economic Security (CARES) Act-specific insights        
within our CARES Act COVID-19 resource center at https://www.plantemoran.com/explore-our-thinking/ 
areas-of-focus/cares-act-resource-center. Have questions about the CARES Act? Submit them at 
https://www.plantemoran.com/campaigns/firm/cares-act by simply providing your contact information and 
agreeing to our terms and conditions, and an expert from our task force will contact you within 24 hours.   

Want to receive relevant content directly to your email? Subscribe at https://www.plantemoran.com/ 
subscribe where you can customize your subscription preferences based on your specific interests and 
industry selection.  

Cybersecurity and Information Technology Controls  

Cyberattacks are on the rise across the globe, and the cost of these attacks is ever increasing. Because of 
these attacks, municipalities stand to lose their reputation, the ability to operate efficiently, and proprietary 
information or assets. Communities potentially can also be subject to financial and legal liabilities. Managing 
this issue is especially challenging because even a municipality with a highly mature cybersecurity risk 
management program still has a residual risk that a material cybersecurity breach could occur and not be 
detected in a timely manner. We understand that the technology department continues to monitor and 
evaluate this risk, which are critical best practices. Additionally, periodic assessments of the system in order 
to verify that the control environment is working as intended are key parts of measuring associated business 
risk. We encourage administration and those charged with governance to work with the technology team 
on this very important topic. If we can be of assistance in the process, we would be happy to do so. 

Legacy Costs  

Legacy costs and the challenge of funding them continue to be topics of discussion. GASB pronouncements 
of late have placed even more focus on the net long-term liability arising from these benefit promises by 
requiring governmental financial statements to reflect the net pension and OPEB liabilities. For many 
governments, these net liabilities are significant. In addition, Public Act 202 of 2017 has brought further 
focus on the funding level of these plans. At June 30, 2020, the City’s has the following legacy cost liabilities: 

Police Officers and Firefighters Retirement System (P&F Retirement System) 

At June 30, 2020, the P&F Retirement System is 33.47 percent funded. In the P&F Retirement System’s 
most recent actuarial valuation, the actuary indicates that the financial position of the P&F Retirement 
System had been placed in jeopardy by the investment market events during fiscal years ended in 2009, 
2012, 2015, and 2016. In the specific case for the P&F Retirement System, it created a strong short-term 
possibility that the current level of negative cash flows (unrelated to investment income) could exhaust the 
assets in the absence of consistently favorable investment returns and timely city contributions. The City’s 
recent actuarially required contribution requirements have effectively eliminated negative cash flows in the 
short term, and recent benefit provision changes should help for the long term. Since the assets in the plan 
cover only 33.47 percent of the retiree liability and only about five years of benefit payments can be made 
with current assets, receipt of contributions is extremely critical. The City has budgeted to make the actuarial 
required contribution of $5,703,955 for fiscal year 2021. 



 

8 

Section III - Legislative and Informational Items 
(Continued) 

Municipal Employees’ Retirement System 

The City participates in the Municipal Employees’ Retirement System of Michigan (MERS) agent multiple-
employer defined benefit pension plan. The assets are pooled for investment purposes, but separate trusts 
are maintained for each participating employer. At December 31, 2019, the most recent actuarial valuation, 
the City of Lincoln Park, Michigan’s portion of the system is 21.16 percent funded. For the year ended June 
30, 2020, in keeping with the plan developed by the emergency manager, the City contributed 
approximately $3,500,000. For fiscal year 2021, the City has budgeted to make another contribution of 
approximately $3,500,000.  

Stipends - OPEB and Supplemental Pension Benefits 

The City amended its retiree health care benefits as of July 1, 2015 to provide a stipend in lieu of direct 
payment of retiree health care premiums. The stipends may be used to purchase health insurance through 
the City’s plan, with retirees contributing the difference between the premium and the stipend (OPEB 
benefit), or the stipend may be taken by the retiree as a supplement to income (in effect, a supplemental 
pension benefit). At June 30, 2020, the net OPEB liability and net pension liability were $10,857,955 and 
$6,458,146, respectively. No assets are accumulated in a trust to pay for future benefit payments. The 
monthly stipend payment amounts are approved annually and reevaluated each budget year by the City 
Council. During 2020, the City’s stipend payments were approximately $1,247,000. 

Maintaining or even improving the funded status of the plans is dependent upon a number of factors, 
including the government’s contribution policies, its amortization policy for funding the unfunded actuarial 
accrued liability, its benefit levels, and the ability to make future changes to the plan. That said, the 
challenge here is significant. We are happy to assist you in thinking through alternative ways to manage 
this liability. 

Updated Uniform Chart of Accounts  

In April 2017, the State released an updated Uniform Chart of Accounts. Originally, local units of 
government were expected to comply with the changes beginning with June 30, 2018 year ends. However, 
the State has extended the deadline for compliance. On April 20, 2020, the State issued a memo that sets 
an implementation date for fiscal years ending on October 31, 2022 and thereafter. The State has 
committed to releasing various tools to help local units with implementation, including FAQs and clarification 
on which accounts should be used when implementing GASB 84. A significant revision to the current 
version of the chart of accounts will be issued in the future that will incorporate feedback received by the 
Treasury. This revision will include significant changes to the expenditure accounts 700-999, which will now 
mirror the old approach that allowed for various numbers within certain ranges. Going forward, the Treasury 
will issue the following three documents for any future revisions: a revised chart of accounts, a marked-up 
version of the chart showing the changes, and a summary of the revisions report.  Local units can sign up 
for alerts at this link: https://public.govdelivery.com/accounts/MITREAS/subscriber/new?qsp=MITREAS_1.  

Revenue Sharing  

The fiscal year 2021 governor’s budget recommendation includes $1.4 billion for revenue sharing. Further 
details of the breakdown of this amount are available at https://www.michigan.gov/treasury/0,,7-121-
1751_2197---,00.html. 

In order to receive the City, Village, and Township Revenue Sharing (CVTRS) payments in FY 2021, 
qualified local units will once again need to comply with the same best practices as they did last year as 
follows:  

 A citizen’s guide to local finances with disclosure of unfunded liabilities   
 Performance dashboard   
 Debt service report   
 Two-year budget projection    
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Section III - Legislative and Informational Items 
(Continued) 

Upcoming Accounting Standards Requiring Preparation  

GASB Statement No. 84 - Fiduciary Activities 

This new pronouncement will be effective for the year ending June 30, 2021, as extended with the issuance 
of GASB Statement No. 95, Postponement of the Effective Date of Certain Authoritative Guidance. This 
statement provides criteria for state and local governments to use in identifying whether an activity is 
fiduciary and should be reported as a fiduciary fund type in its financial statements. In addition, once 
fiduciary activities are identified, GASB 84 also provides specific reporting requirements.  

This statement has the potential to significantly impact what governments currently report as a fiduciary 
activity. Upon adoption, we anticipate that some governments’ fiduciary activities will need to move to 
governmental funds, while other activities that previously were not considered fiduciary will now be reported 
as such. It is also possible that certain pension and OPEB fiduciary funds will no longer be reported in a 
local unit’s financial statements. 

Given the potential to have a major impact on many governments, not only to their external financial 
statements, but also to their accounting system requirements and budget documents, we encourage you 
to start analyzing the impact of this standard now. The first step to implementation is identifying the types 
of activities that should be analyzed and then running those activities through the lens of this standard. 

GASB Statement No. 87 - Leases 

This new accounting pronouncement will be effective for the year ending June 30, 2022, as extended with 
the issuance of GASB Statement No. 95, Postponement of the Effective Date of Certain Authoritative 
Guidance. This statement requires recognition of certain lease assets and liabilities for leases that 
previously were classified as operating leases and recognized as inflows of resources or outflows of 
resources based on the payment provisions of the contract. It establishes a single model for lease 
accounting based on the foundational principle that leases are financings of the right to use an underlying 
asset. Under this statement, a lessee is required to recognize a lease liability and an intangible right-to-use 
lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of resources.  

We recommend beginning to accumulate information now related to all significant lease agreements in 
order to more efficiently implement this new standard once it becomes effective.  

Plante Moran will be providing trainings and other resources to our clients in the coming months to help 
prepare for the implementation of all these new standards. In the interim, please reach out to your 
engagement team for assistance in getting started. 

 


