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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



INDEPENDENT AUDITORS' REPORT

December 7, 2018

Board of Directors
Tax Increment Finance Authority of the City of Lansing
Lansing, Michigan

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

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the major
fund of the Tax Increment Finance Authority of the City of Lansing (the “Authority”), a discretely
presented component unit of the City of Lansing, Michigan, as of and for the year ended June 30, 2018,
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

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

Rehmann Robson

2330 East Paris Ave. SE 
Grand Rapids, MI  49546
Ph: 616.975.4100
Fx: 616.975.4400
rehmann.com
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 7,
2018 on our consideration of the Tax Increment Finance Authority of the City of Lansing’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.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the major fund of the Tax Increment
Finance Authority of the City of Lansing as of June 30, 2018, and the respective changes in financial
position thereof and the budgetary comparison of the general fund for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis 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.

Opinions

Required Supplementary Information
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MANAGEMENT'S DISCUSSION AND ANALYSIS
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TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING

Management's Discussion and Analysis

Using this Annual Report

·

·

·

·

· The notes to financial statements provide additional information that is essential to a full understanding of the
data provided in the basic financial statements.

The Tax Increment Finance Authority of the City of Lansing (the “Authority”) was established by the City of Lansing
(the “City”) on May 26, 1981, under the authority contained in Act 450, Michigan Public Acts of 1980 (the "Act"). The
Authority presents this management's discussion and analysis of its financial performance as an overview of financial
activities for the fiscal year ended June 30, 2018.  

The discussion and analysis is intended to serve as an introduction to the Authority’s basic financial statements. The
basic financial statements are comprised of the following:

The statement of net position presents information on all of the Authority’s assets, deferred outflows of
resources and liabilities, with the difference reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the Authority is improving or
deteriorating.
The statement of activities presents information showing how the Authority’s net position changed during the
most recent fiscal year.

The statement of revenues, expenditures and change in fund balance – budget and actual – general fund
presents information showing the comparison of the Authority’s actual revenues and expenditures to what was 

The governmental fund balance sheet presents information on the Authority’s assets and liabilities, with the
difference between the two reported as fund balance. 

Government-wide Financial Statements. The net position of the Authority is summarized for the purpose of
determining the overall fiscal position. As shown on the following page, the Authority’s liabilities exceeded assets
and deferred outflows of resources by $39,269,309 at the end of the fiscal year. This is the result of recognizing the
entire amount of outstanding debt (full accrual accounting), without a corresponding receivable for taxes to be
captured in future periods (which cannot be accrued in accordance with generally accepted accounting principles).
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TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING

Management's Discussion and Analysis

Net Position

2018 2017

Assets
Current and other assets 948,409$       3,413,323$    
Restricted assets 3,436,754      537,565         

Total assets 4,385,163      3,950,888      

Deferred outflows of resources
Deferred charge on bond refunding 2,434,795      3,778,351      

Liabilities
Current and other liabilities 4,041,582      16,911,278    
Long-term debt 42,100,175    30,670,405    

Total liabilities 46,141,757    47,581,683    

Net position
Unrestricted (deficit) (39,321,799)$ (39,852,444)$ 

2018 2017

General revenues 2,964,171$    2,647,040$    
Expenses 2,433,526      3,891,930      

Change in net position 530,645         (1,244,890)     

Net position, beginning of year (39,852,444)   (38,607,554)   

Net position, end of year (39,321,799)$ (39,852,444)$ 

When comparing the current fiscal year to the previous fiscal year, net position increased by $583,135, as compared
to the prior year decrease in net position of $1,244,890. The main cause for this change is the 2017 refunding debt
which resulted in a reduction in interest expense for the year ended June 30, 2018.

A comparative analysis of the data is presented below:

Change in Net Position

General Fund Financial Analysis 

At the end of the current fiscal year, the Authority's governmental fund (the general fund) reported an ending fund
balance of $4,362,857, an increase of $1,533,800 in comparison to the prior year. The primary reason for this
increase is the proceeds received from the issuance of the 2017 refunding bonds, net of the amount paid out to the
bond refunding escrow for the future payment of the refunded bonds.
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TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING

Management's Discussion and Analysis

Debt Administration

2018 2017

General obligation bonds 26,348,459$   15,924,214$   
Lease contract:

Principal 11,029,889    11,029,889    
Accreted interest 4,800,328      3,800,842      

Unamortized discount on bonds (78,501)         (84,540)         

Total outstanding debt 42,100,175$   30,670,405$   

Economic Factors

General Fund Budgetary Highlights

This financial report is designed to provide a general overview of the Tax Increment Finance Authority of the City of
Lansing finances and to show accountability for the money it receives and expends. Additional information on the
Authority can be found on the City of Lansing’s website at www.lansingmi.gov. Questions concerning any of the
information provided in this report or requests for additional financial information should be addressed to: 1000 S.
Washington Avenue, Lansing, Michigan 48910-3201.

In accordance with State statute, the Authority adopts a budget annually prior to the commencement of the fiscal
year. The budget may be amended during the year by formal resolution of the Board of Directors. The original
budget was amended during the year to add amounts related to the issuance of the 2017 refunding bonds.

Property tax revenue was $310,303 over budget. Tax revenues came in higher than expected primarily due to
Personal Property values being greater than the preliminary projections.

Capital Assets. The Authority has no capital assets at this time. 

At the end of the current fiscal year, the Tax Increment Finance Authority of the City of Lansing had total debt
outstanding of $42,100,175. The 1994 general obligation bonds, that were issued to provide funds for the
convention/exhibition center waterfront project and to advance refund previous debt issued, were partially
refunded during fiscal 2018 by the $16.2 million 2017 refunding bonds. The new refunding issue also partially
refunded the capital appreciation bond portion of the 2009 refunding bonds. General obligation bonds are direct
obligations and pledge the full faith and credit of the City of Lansing government. These bonds are outstanding with
varying amounts of principal maturing until 2040. The lease contract is an agreement between the Authority and
the City of Lansing to assist the Authority in the financing of various parking structures and lots. The lease contract
agreement ends in 2039.

Outstanding Debt

Additional information on the Authority’s long-term debt can be found in Note 6 of the financial statements. 

The Tax Increment Finance Authority of the City of Lansing’s expenses are governed by the laws of the State of
Michigan and bond indenture covenants.  These laws and covenants determine how bond proceeds are spent and how 
and when debt retirement payments are made.  

Requests for Information
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TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING

Statement of Net Position
June 30, 2018

Governmental
Activities

Assets
Cash and cash equivalents 947,034$         
Due from primary government 1,375               
Restricted cash and investments 3,436,754        

Total assets 4,385,163        

Deferred outflows of resources
Deferred charge on bond refunding 2,434,795        

Liabilities
Accounts payable 22,306             
Accrued interest payable:

Due within one year 341,347           
Due in more than one year 3,677,929        

Long-term debt:
Due within one year 305,534           
Due in more than one year 41,794,641      

Total liabilities 46,141,757      

Net position
Unrestricted (deficit) (39,321,799)$   

The accompanying notes are an integral part of these financial statements.
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Statement of Activities
For the Year Ended June 30, 2018

Governmental
Activities

Expenses
Development expenses 1,089,407$      
Interest on long-term debt 1,344,119        

Total expenses 2,433,526        

General revenues
Property taxes 2,950,103        
Unrestricted investment earnings 14,068             

Total general revenues 2,964,171        

Change in net position 530,645           

Net position, beginning of year (39,852,444)     

Net position, end of year (39,321,799)$   

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

TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING
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Balance Sheet
Governmental Fund
June 30, 2018

 General 
 Fund 

Assets
Cash and cash equivalents 947,034$         
Due from primary government 1,375               
Restricted assets:

Restricted cash and investments 3,436,754        

Total assets 4,385,163$      

Liabilities
Accounts payable 22,306$           

Fund balance
Restricted for debt service 3,436,754        
Unassigned 926,103           

Total fund balance 4,362,857        

Total liabilities and fund balance 4,385,163$      

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

TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING
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Reconciliation
Fund Balance of Governmental Fund
to Net Position of Governmental Activities
June 30, 2018

Fund balance - governmental fund 4,362,857$      

and therefore are not reported in the funds.
Long-term debt (42,100,175)     
Deferred charge on bond refunding 2,434,795        
Accrued interest on long-term debt (4,019,276)       

Net position of governmental activities (39,321,799)$   

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

Certain liabilities, such as bonds payable, are not due and payable in the current period 

Amounts reported for governmental activities in the statement of net position are different
because:

TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING
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Statement of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual - General Fund
For the Year Ended June 30, 2018

Variance
Original Final With Final
Budget Budget Actual Budget

Revenues
Property taxes 2,639,800$      2,639,800$      2,950,103$      310,303$         
Interest -                     -                     14,068            14,068            

Total revenues 2,639,800        2,639,800        2,964,171        324,371           

Expenditures
Current:

Operating 131,700           131,700           147,507           15,807            
Capital projects - courts 571,413           571,413           570,913           (500)                

Debt service:
Principal 679,723           679,723           679,723           -                     
Interest and fiscal charges 3,198,347        3,478,295        3,478,295        -                     
Bond issuance costs -                     376,689           370,987           (5,702)             

Total expenditures 4,581,183        5,237,820        5,247,425        9,605              

Revenues over (under) expenditures (1,941,383)      (2,598,020)      (2,283,254)      314,766           

Other financing sources (uses)
Issuance of long-term debt -                     16,150,000      16,150,000      -                     
Payment to refunding bond escrow agent -                     (12,332,946)     (12,332,946)     -                     

Total other financing sources (uses) -                     3,817,054        3,817,054        -                     

Net change in fund balance (1,941,383)      1,219,034        1,533,800        314,766           

Fund balance, beginning of year 2,829,057        2,829,057        2,829,057        -                     

Fund balance, end of year 887,674$         4,048,091$      4,362,857$      314,766$         

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

TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING
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Reconciliation
Net Change in Fund Balance of Governmental Fund
to Change in Net Position of Governmental Activities
For the Year Ended June 30, 2018

Net change in fund balance - governmental fund 1,533,800$      

financial resources and therefore are not reported as expenditures in governmental funds.
Amortization of deferred issuance discounts and deferred charge

on bond refunding (254,215)          
Change in accrued interest on bonds payable 2,388,391        

issued, but issuing bonds increases long-term liabilities in the statement of net position.
Repayment of bond principal is an expenditure in the governmental funds, but the 
repayment reduces long-term liabilities in the statement of net position.

Issuance of long-term debt (16,150,000)     
Principal payments on long-term debt 679,723           
Payment to refunding bond escrow agent 12,332,946      

Change in net position of governmental activities 530,645$         

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

Bond proceeds provide current financial resources to governmental funds in the period 

Amounts reported for governmental activities in the statement of activities are different
because:

TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING

Some expenses reported in the statement of activities do not require the use of current  

13



This page intentionally left blank.

14



NOTES TO FINANCIAL STATEMENTS
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TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING

Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Government-wide and Fund Financial Statements

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Governmental fund financial information is 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
Authority 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 are recorded only when payment is due.

The Tax Increment Finance Authority of the City of Lansing (the “Authority”), a component unit of the
City of Lansing, was established by the City of Lansing (the "City") on May 26, 1981, under the authority
contained in Act 450, Michigan Public Acts of 1980 (the "Act"). The Act authorizes the City to designate
specific districts within its corporate limits as Tax Increment Finance Authority Districts (the "Districts").
The Authority is appointed to preside over such Districts, and it is authorized to formulate plans for
public improvements, economic development, neighborhood revitalization and historic preservation
within the Districts. The Act allows the Authority to participate in a broad range of improvement
activities intended to contribute to economic growth and prevent property value deterioration. Tax
increment financing plans must be approved by the City.

The Authority is a component unit of the City because the City appoints the Authority’s Board of
Directors, it has the ability to significantly influence the Authority’s operations and it is financially
accountable for the Authority as defined under GASB Statement No. 61, The Financial Reporting Entity:
Omnibus - An Amendment of GASB Statements No. 14 and No. 34. Accordingly, the Authority is presented
as a discrete component unit in the City’s financial statements and is an integral part of that reporting
entity.

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the non-fiduciary activities of the Authority.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
identifiable activity are offset by program revenues. Direct expenses are those that are clearly
identifiable activities with a specific function or identifiable activity. Program revenues include 1)
charges to customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a function or identifiable activity and 2) grants and contributions that are
restricted to meeting the operational requirement of a particular function or identifiable activity.
Property taxes not properly included among program revenues are reportable instead as general
revenues.

The government-wide financial information is reported using the economic resources measurement focus
and the accrual basis of accounting. 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.
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TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING

Notes to Financial Statements

Deposits and Investments

Due From/To Primary Government

Deferred Outflows of Resources

Long-term Obligations

In the fund financial statements, governmental fund types recognize bond discounts, as well as bond
issuance costs, during the period in which new debt is issued. The face amount of debt issued is reported
as an other financing source. 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.

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

The Authority reports a single major governmental fund – the general fund. The general fund is the
Authority’s primary operating fund. It accounts for all financial resources of the Authority, except those
accounted for and reported in another fund, if any.

The Authority’s cash and cash equivalents are considered to be cash on hand and demand deposits.

The balance reported as due from/to primary government consists of short-term timing differences
between the receipt and disbursement of amounts held by the City on the Authority's behalf.

In the government-wide financial statements, long-term debt is reported as a liability. Bond discounts, if
any, are deferred and amortized over the life of the bonds using the straight-line method. Bonds payable
are reported net of the applicable bond discount. Bond issuance costs are expensed as incurred.

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, deferred outflows of
resources, represents a consumption of net position that applies to one or more future periods and so will
not be recognized as an outflow of resources (expense/expenditure) until then. The Authority only has
one item that qualifies for reporting in this category, which is the deferred charge on bond refunding. A
deferred charge on bond refunding results from the difference in the carrying value of refunded debt and
its reacquisition price. This amount is deferred and amortized over the shorter of the life of the refunded
or refunding debt.

Restricted cash consists of amounts required to be maintained separately in accordance with bond
covenants. 

Investments are stated at fair value. Securities traded on a national or international exchange are valued
at the last reported sales price at current exchange rates. Investments that do not have established
market values are reported at estimated fair value. Cash deposits are reported at carrying amounts,
which reasonably approximates fair value.

17



TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING

Notes to Financial Statements

Fund Equity

2. BUDGETARY INFORMATION

·

·
·

·

·
·

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.

Budgets are adopted on a basis consistent with generally accepted accounting principles.
Expenditures may not exceed budget at the activity level. 

The Authority has established the following procedures for determining the budgetary data presented in
the accompanying financial statements:

The secretary of the Authority's Board of Directors submits to the City Council of the City of Lansing a
proposed operating budget for the fiscal year commencing the following July 1st. The budget includes
proposed expenditures and the means of financing them.

Governmental funds report nonspendable fund balance for amounts that cannot be spent because they
are either (a) not in spendable form or (b) legally or contractually required to be maintained intact.
Restricted fund balance is reported when externally imposed constraints are placed on the use of
resources by grantors, contributors, or laws or regulations of other governments. Committed fund
balance, if any, is reported for amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action of the 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. The Authority reports assigned fund balance for amounts that are
constrained by the government’s intent to be used for specific purposes, but are neither restricted nor
committed. The Authority currently has no assigned fund balance, as the Board of Directors has not yet
given the authority for the making of such assignments. Unassigned fund balance is the residual
classification for the general fund. 

A public hearing is conducted to obtain taxpayer comments.
Prior to July 1st, the budget is legally adopted by City Council resolution, pursuant to the Uniform
Budgeting and Accounting Act (P.A. 621). This act requires that the budget be amended prior to the
end of the fiscal year when necessary to adjust appropriations if it appears that revenues and other
financing sources will be less than anticipated or to allow expenditures in excess of original estimates.
Expenditures shall not be made or incurred unless authorized in the budget and shall not exceed the
amount appropriated.
Formal budgetary integration is employed as a management control device during the year for the
funds.

18



TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING

Notes to Financial Statements

Total 
Appropriations

Amount of 
Expenditures

Budget
Variance

General fund
Current:

Operating 131,700$         147,507$         15,807$          

3. NET POSITION/FUND BALANCE

4. DEPOSITS

Statement of net position
Cash and cash equivalents 947,034$         
Restricted cash and investments 3,436,754        

Total 4,383,788$      

Deposits and investments
Cash equivalents in money market funds 947,034$         
Investments 3,436,754        

4,383,788$      

Following is a reconciliation of deposit balances as of June 30, 2018:

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a bank failure, the
Authority’s deposits may not be returned. State law does not require and the Authority does not have a
policy for deposit custodial credit risk. As of year-end, $697,034 of the Authority’s bank balance of
$947,034 was exposed to custodial credit risk because it was uninsured and uncollateralized.  

The Authority’s investment policy does not specifically address this risk, although the Authority believes
that due to the dollar amounts of cash deposits and the limits of FDIC insurance, it is impractical to
insure all bank deposits. As a result, the Authority evaluates each financial institution with which it
deposits Authority funds and assesses the level of risk of each institution; only those institutions with an
acceptable estimated risk level are used as depositories.

The statement of net position shows an unrestricted deficit of $40,702,804, which is due to the full
accrual accounting of all long-term debt, without reflecting a corresponding receivable for tax captures
to be received in future periods (which cannot be accrued in accordance with generally accepted
accounting principles). Total fund balance amounts to a positive balance of $4,362,857, and unassigned
fund balance amounts to $926,103.

P.A. 621 of 1978, as amended, provides that a local unit shall not incur expenditures in excess of the
amount appropriated. During the year ended June 30, 2018, the Authority incurred expenditures in the
general fund, which were in excess of the amounts appropriated, as follows:

19



TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING

Notes to Financial Statements

S&P AA+ 2,360,949$      
Unrated 633,538           
Assets not subject

to credit risk 442,267           

Total 3,436,754$      

Due within 1 year 400,755$         
Due in 1 - 5 years 2,579,212        
Due in 6 - 10 years 14,520            
No maturity 442,267           

Total 3,436,754$      

Credit Risk. State law limits investments to specific government securities, certificates of deposit 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 Authority’s investment policy does not have specific
limits in excess of state law on investment credit risk. Credit risk ratings, where applicable, are
summarized as follows:

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 Authority’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. For
investments held at year-end maturities are as follows:

Concentration of Credit Risk. Concentration of credit risk is the risk of loss attributed to the magnitude
of the Authority’s investment in a single issuer. 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.

Custodial Credit Risk – Investments . As of June 30, 2018, the Authority's investments consisted of money
market accounts in the amount of $442,267 and U.S. government debt securities totaling $2,994,487.

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 Authority 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.

20



TAX INCREMENT FINANCE AUTHORITY OF THE CITY OF LANSING

Notes to Financial Statements

·

·

·

·
·

·

·

5. LEASE CONTRACTS

Year Ended
June 30, Amount

2019 573,367$         
2020 571,900           

The Authority follows the investment policy of the City of Lansing.

Bankers’ acceptances of United States banks.

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

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

The Authority has entered into a payment agreement with the City to use excess tax increment revenues
to make lease payments pursuant to an operating lease between the City and the City of Lansing and
County of Ingham Joint Building Authority (the "Joint Authority") related to the City's use of a building
constructed by the Joint Authority. The total of such payments amounted to $570,913 for the year ended
June 30, 2018.  Future minimum lease payments for this lease are as follows:

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

State statutes authorize the Authority to invest in:

The Authority entered into a 20-year lease contract with the City of Lansing to assist in the financing of
various automobile parking structures and lots. On September 1, 2009 the lease agreement was amended
extending the payment schedule through 2039. Upon termination of the contract, the City shall convey
the project and the sites to the Authority without consideration if permissible under the City Charter and
applicable State law. The lease amortization is disclosed in Note 6.

External investment pools as authorized by Public Act 20 as amended through December 31, 1997.

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

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

Fair Value Measurements. The Authority categorizes its fair value measurements within the fair value
hierarchy established by generally accepted accounting principles. The hierarchy is based on the
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in active
markets for identical assets; level 2 inputs are significant other observable inputs; level 3 inputs are
significant unobservable inputs. As of June 30, 2018, all of the Authority's investments were classified as
level 2 fair value. 
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6. LONG-TERM DEBT

Beginning Ending Due Within
 Balance Additions Deductions Balance One Year

General obligation bonds 15,924,214$    16,150,000$    (5,725,755)$     26,348,459$    311,573$        
Lease contract 11,029,889      -                     -                     11,029,889      -                    
Total installment debt 26,954,103      16,150,000      (5,725,755)      37,378,348      311,573          
Add:

Accreted interest on
lease contract 3,800,842        999,486           -                     4,800,328        -                    

Less:
Unamortized discount

on bonds (84,540)           -                     6,039              (78,501)           (6,039)            

30,670,405$    17,149,486$    (5,719,716)$     42,100,175$    305,534$        

 $     3,720,000 

       1,386,128 

       4,520,000 

572,331          

16,150,000     

Total general obligation bonds  $   26,348,459 

The following is a summary of debt transactions of the Authority for the year ended June 30, 2018:

$5,890,266 2009 capital appreciation refunding bonds, unrefunded
portion, due in amounts ranging from $108,707 through $278,235 plus
interest ranging from 7.85% to 8.20% through 2031 (unlimited tax,
general obligation). Interest payments are made semi-annually.
Principal is payable annually beginning in 2025.

$25,108,133 1994 tax increment revenue bonds, unrefunded portion,
due in amounts ranging from $260,758 through $311,573 plus interest
ranging from 7.05% to 7.10% through 2020 (unlimited tax, general
obligation).

General obligation bonds
$3,720,000 2014 refunding bonds due in amounts ranging from
$395,000 through $545,000 plus interest at 4.75% through 2039
(unlimited tax, general obligation).

$4,520,000 2009 current interest refunding bonds due in amounts
ranging from $140,000 through $600,000 plus interest ranging from
5.20% to 6.25% through 2031 (unlimited tax, general obligation).
Interest payments are made semi-annually. Principal is payable
annually beginning in 2021.

$16,150,000 2017 refunding bonds due in amounts ranging from
$670,000 through $1,640,000 plus interest ranging from 3.305% to
4.075% through 2040 (unlimited tax, general obligation).
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Lease contract

 $   11,029,889 

Plus accreted interest 4,800,328       

Total lease contract  $   15,830,217 

Year Ended
June 30, Principal Interest Total

2019 311,573$         3,732,881$      4,044,454$      
2020 260,758           3,973,846        4,234,604        
2021 140,000           5,146,579        5,286,579        
2022 250,000           5,137,959        5,387,959        
2023 2,173,762        3,215,607        5,389,369        

2024-2028 8,188,900        9,463,363        17,652,263      
2029-2033 7,894,601        8,421,629        16,316,230      
2034-2038 13,396,019      3,209,372        16,605,391      
2039-2040 4,762,735        235,225           4,997,960        

 $    37,378,348  $    42,536,461  $    79,914,809 

Defeased Debt

Annual debt service requirements to maturity for the Authority’s installment debt, less accreted interest,
are as follows:

$49,660,000 1994 lease contract due in annual installments ranging
from $158,540 through $2,262,649 beginning in 2020 and continuing
through 2039. Interest is charged semi-annually at 3.35%. Any unpaid
interest in a given year is accreted.

As of June 30, 2018, in addition to the bonds refunded as discussed above, $4,485,000 of 1990 Tax
Increment Finance Authority Bonds, scheduled to be paid by the escrow agent in installments on May 1 of
years 2019 through 2020, were also considered defeased.

Advance Refunding. In December 2017, the City issued, on behalf of the Authority, $16,150,000 of
General Obligation Limited Tax Refunding Bonds to partially advance refund $541,894 of the Authority’s
1994 tax increment revenue bonds, and $4,504,138 of the Authority's 2009 capital appreciation refunding
bonds, as well as accreted interest related to these bonds. The proceeds of the bonds were used to
purchase U.S. government securities that were placed in an escrow fund for the purpose of generating
resources for all future debt service payments on the refunded debt. As a result, the bonds are
considered defeased and the liability has been removed from the statement of net position. The
refunded bonds mature on May 1, 2019 through 2031. Accordingly, $5,046,032 of defeased debt remains
outstanding at year-end. The refunding resulted in a cash loss of $1,059,429 and an economic gain of
$2,840,390.
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7. PROPERTY TAXES

8. RELATED PARTY TRANSACTIONS

Except for property taxes captured from local schools that exceed contractual obligations, the Authority
is entitled to all taxes levied on property within the Tax Increment Finance Authority of the City of
Lansing district to the extent that the current taxable value exceeds the base year taxable value. 

Administrative fees, consisting of operating costs charged to the Authority by EDC, were $147,505. The
Authority has no liability for compensated absences or pension benefits.

Property tax revenue is derived pursuant to a tax increment financing agreement between the Authority
and various applicable taxing districts. Real and personal property taxes are levied and attach as an
enforceable lien on properties located within the boundaries of the tax increment financing district. The
City of Lansing bills and collects the taxes on behalf of the Authority. Delinquent taxes on ad valorem
real property are purchased by the County of Ingham. Property tax revenue is recognized when levied in
the government-wide financial statements and in the fund financial statements to the extent that it
results in current receivables.

The Economic Development Corporation of the City of Lansing (EDC) provides administrative services to
the Authority; the Authority and the EDC share a common board of directors.
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December 7, 2018

Board of Directors
Tax Increment Finance Authority of the City of Lansing
Lansing, Michigan

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

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 and the major fund of the Tax Increment Finance Authority of the City of Lansing (the 
"Authority"), a discretely presented component unit of the City of Lansing, Michigan, as of and for the
year ended June 30, 2018, and the related notes to the financial statements, which collectively
comprise the Authority’s basic financial statements, and have issued our report thereon dated
December 7, 2018. 

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. 

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Rehmann Robson

2330 East Paris Ave. SE 
Grand Rapids, MI  49546
Ph: 616.975.4100
Fx: 616.975.4400
rehmann.com
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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.

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.
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