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INDEPENDENT AUDITOR’S REPORT 

To the Village Council 
Village of Lake Isabella 
 
Report on the Financial Statements 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the Village of Lake Isabella (the 
Village), as of and for the year ended June 30, 2019, and the related notes to the financial statements which 
collectively comprise the Village’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s 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 from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an 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. 
 
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 the governmental activities, the business-type activities, each major fund, and the aggregate 
remaining fund information of the Village as of June 30, 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. 
 
Other Matters 
 
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and the budgetary comparison schedules 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 November 14, 2019, 
on our consideration of the Village’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 Village’s internal control over financial reporting and compliance. 
 
Sincerely, 

 
Roslund, Prestage & Company, P.C. 
Certified Public Accountants 
 
November 14, 2019
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Management’s Discussion and Analysis 
 

 
 

As Village Manager and Chief administrative officer of the Village of Lake Isabella,  I would like to 
offer readers of the village's financial statements this narrative overview and analysis of the 
financial activities of the Village for the fiscal year ended June 30, 2019. 
 
FINANCIAL HIGHLIGHTS: 

• The assets of the Village exceeded its liabilities at the close of the most recent fiscal year by 
$2,491,378.  Of this amount, $434,668 or 17.4%, represent the unrestricted net position, which 
may be used to meet the government’s ongoing obligations to citizens and creditors. 

• At the close of the fiscal year, the Village governmental funds reported combined fund balances 
of $938,386, an increase of $25,322 in comparison with the prior year. Approximately 46.9% of 
this amount is available for spending at the government’s discretion as an unassigned fund 
balance. 

• At the end of the current fiscal year, the unassigned fund balance for the general fund was 
$440,281, which is approximately 140% of total general fund expenditures for the year ended 
June 30, 2019. 

 
 
OVERVIEW OF THE FINANCIAL STATEMENTS: 
This discussion and analysis are intended to serve as an introduction to the Village’s basic 
financial statements.  The Village’s basic financial statements comprise three components: 1) 
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial 
statements.  This report also contains other supplementary information in addition to the basic 
financial statements themselves. 
 
 
GOVERNMENT-WIDE   FINANCIAL   STATEMENTS: 
The government-wide financial statements are designed to provide readers with a broad overview 
of the Village’s finances, like a private sector business. 
 
The Statement of Net Position presents information on all of the Village’s assets and liabilities, with 
the difference between the two 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 Village 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. (e.g., bonds payable and compensated absences). 
 
Both of the government-wide financial statements distinguish functions of the Village that are 
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principally supported by taxes and intergovernmental revenues (government activities) from 
other functions that are intended to recover all or a significant portion of their costs through user 
fees and charges (business-type activities).  The government activities of the Village include 
legislative, general government, public safety, public works and recreation, and culture.  The 
business-type activities of the Village include sewer services, and the Village’s airport and runway. 
 
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 Village, 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 Village 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. 
 
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 fund Balance Sheet and 
the governmental fund Statement of Revenues, Expenditures, and Changes in Fund Balances 
provide a reconciliation to facilitate this comparison between governmental funds and 
governmental activities. 
 
The Village maintained three individual governmental funds. Information is presented 
separately in the governmental fund balance sheet and in the governmental fund statement of 
revenues, expenditures, and changes in fund balances for the general, major streets, and local 
streets, which are considered to be major funds. 
 
The Village adopts an annual appropriated budget for the general fund and each special 
revenue fund. A budgetary comparison schedule for the general fund and each major special 
revenue fund has been provided to demonstrate compliance with these budgets. 
 
The basic governmental fund financial statements can be found on pages 3-6 of this report. 
 
Proprietary funds: 
The Village maintains one type of proprietary fund, an enterprise fund. Enterprise funds are 
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used to report the same functions presented as business-type activities in the government-
wide financial statements. The Village uses enterprise funds to account for its sewer and airport 
operations. 
 
Proprietary funds provide the same type of information as the government-wide financial 
statements, only in more detail. The proprietary fund financial statements provide separate 
information for the sewer and airport operations, both of which are considered to be major 
funds of the Village. 
 
The basic proprietary fund financial statements can be found on pages 7-9 of this report. 

 
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. The notes to the financial 
statements can be found on pages 11-20 of this report. 
 
 
OTHER INFORMATION: 
In addition to the basic financial statements and accompanying notes, this report also presents 
required supplementary information concerning the Village budgetary comparison schedules. 
 
Required supplementary information can be found on pages 21-23 of this report. 
 
 
INTERDEPENDENCE WITH OTHER ENTITIES: 
The Village depends on financial resources flowing from or associated with the State of Michigan.  
Because of this dependency, the Village is subject to changes in specific flows of intergovernmental 
revenues based on modifications to state laws and appropriations.  This dependency is almost 
entirely tied to the State of Michigan Constitutional Revenue Sharing and Act 51 disbursements. 
 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS: 
As noted earlier, net position may serve over time as a useful indicator of a government’s 
financial position.  As shown in the following chart, the Village’s assets exceeded liabilities by 
$2,626,463 at the end of the fiscal year. 
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VILLAGE OF LAKE ISABELLA’S NET POSITION 
 

 

The net positions are separated into two major components; net investment in capital assets (e.g., 
buildings, equipment and vehicles, and infrastructure), which amounted to $1,681,347 or 64.0% 
of Total Net Position and unrestricted net position of $447,011 or 17.0% of Total Net Position.  
Unrestricted net position may be used to meet the Village’s ongoing obligations to its programs.  
The remaining net positions of the Village ($498,105 or 18.9%) represent resources that have 
external restrictions on how they may be used. 
 
At the end of the current fiscal year, the Village can report positive balances in all reported 

categories of net position, both for the government as a whole, as well as for its separate 

governmental and business-type activities. The same situation held for the prior fiscal year. 

 

 

 

 

ASSETS 2018 2019 2018 2019 2018 2019

Current Assets

Cash & Investments 846,109$         876,143$         14,434$       14,556$       860,543$           890,699$         

Accounts Receivable 100$                  100$                  -$                  -$                   100$                   100$                  

Due from Other Gov. Units 70,821$            75,698$            -$                  -$                   70,821$             75,698$            

Prepaid Expenses 1,628$              -$                       -$                  -$                   1,628$               -$                       

Total Current Assets 918,658$         951,941$         14,434$       14,556$       933,092$           966,497$         

Non-Current Assets

Capital Assets NOT Depreciated 5,304$              5,304$              115,000$     115,000$     120,304$           120,304$         

Capital Assets being Depreciated 2,037,395$      1,967,301$      18,065$       7,742$          2,055,460$       1,975,043$      

Total Non-Current Assets 2,042,699$      1,972,605$      133,065$     122,742$     2,175,764$       2,095,347$      

TOTAL ASSETS 2,961,357$      2,924,546$      147,499$     137,298$     3,108,856$       3,061,844$      

LIABILITIES
Current Liabilities

Accounts Payable 5,594$              13,555$            -$                  -$                   5,594$               13,555$            

Accrued Interest 3,252$              3,095$              -$                  -$                   3,252$               3,095$              

Compensated Absences 497$                  378$                  -$                  -$                   497$                   378$                  

Bonds Payable, Due W/I 1 Year 21,000$            21,000$            -$                  -$                   21,000$             21,000$            

Total Current Liabilities 30,343$            38,028$            -$                  -$                   30,343$             38,028$            

Non-Current Liabilities

Compensated Absences 2,817$              2,140$              -$                  -$                   2,817$               2,140$              

Bonds Payable 414,000$         393,000$         -$                  -$                   414,000$           393,000$         

Total Non-Current Liabilities 416,817$         395,140$         416,817$           395,140$         

TOTAL LIABILITIES 447,160$         433,168$         -$                  -$                   447,160$           433,168$         

NET POSITION

Net Investment in Capital Assets 1,607,699$      1,558,605$      133,065$     122,742$     1,740,764$       1,681,347$      

Restricted 513,292$         498,105$         -$                  -$                   513,292$           498,105$         

Unrestricted 393,206$         434,668$         14,434$       12,343$       407,640$           447,011$         

TOTAL NET POSITION 2,514,197$  2,491,378$  147,499$  135,085$  2,661,696$   2,626,463$  

Government Activities Business-Type Activities Total
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VILLAGE OF LAKE ISABELLA’S CHANGES IN NET POSITION 
 

 
 

FINANCIAL ANALYSIS OF THE VILLAGE’S FUNDS: 
As noted earlier, the Village uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. 
 

Governmental funds:  
The focus of the Village’s governmental funds is to provide information on near-term inflows 
and balances of spendable resources. Such information is useful in assessing the Village’s 
financing requirements.  In particular, unreserved fund balance may serve as a useful measure 
of a government’s net resources available for spending at the end of the fiscal year. 
 
At the close of the fiscal year, the Village governmental funds reported combined fund balances 
of $938,386, an increase of $25,322 in comparison with the prior year. Approximately 47.6% of 
this amount is available for spending at the government’s discretion as an unassigned fund 
balance. 
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At the end of the current fiscal year, the unassigned fund balance for the general fund was 
$440,281, which is approximately 140% of total general fund expenditures for the year ended 
June 30, 2019. 

 
Proprietary Funds: 
The Village’s proprietary funds provide the same type of information found in the government-
wide financial statements but in more detail. 

 
Unrestricted net position at the end of the year was $14,556 for the sewer fund and $0 for the 
airport fund. The decrease in net position was $10,323 for the airport fund (all of which was 
depreciation) and $2,213 for the sewer fund. The results were consistent with the previous 
year. The expenditure of funds from the sewer fund was for the re-plat of Lake Isabella South 
and Lake Isabella Golf Estates II, and also for the E.Coli testing done at various beaches 
throughout the summer. 

 
 
GOVERNMENTAL ACTIVITIES: 
The following chart summarizes the major revenue sources for the governmental activities of the 
Village for the most recent fiscal year-end and the prior years as a percentage of total revenues for 
the fund. 
 

 
 
The following table summarizes the expenses for the governmental activities of the Village for the 
most recent fiscal year-end and the prior years.  Expenditures remained consistent with the 
previous year concerning the proportion of spending in each area. 
 

 
 
GENERAL FUND BUDGETARY HIGHLIGHTS: 
Differences between the original and final budgets for expenditures were relatively minor, and 
adjustments were made as a part of the Village’s budget procedures to address changes in 
activity during the year. 

Item 2016 2017 2018 2019

State Shared Revenue 54% 56% 69% 21%

Property Taxes 9% 11% 10% 10%

Charges for Services 5% 1% 1% 47%

Interest & Rents 7% 5% 5% 12%

Other Revenue Sources 22% 27% 15% 9%

Item 2016 2017 2018 2019
Public Works 58% 60% 44% 58%

General Government 29% 29% 38% 32%

Public Safety 7% 7% 6% 5%

Other Functions 6% 4% 12% 5%
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The budget to actual comparisons for the Village’s General Fund was generally favorable. 
 
 
CAPITAL ASSETS: 
The Village’s investment in capital assets for its governmental and business-type activities as of 
June 30, 2019, amounted to $2,095,347 (net of accumulated depreciation).  This investment in 
capital assets includes land, construction in progress, buildings, infrastructure, runway, and sewer 
infrastructure, as shown below: 
 

 
 

Additional information on the Village’s capital assets can be found in note 5. 
 

 

LONG-TERM DEBT: 

As described in Note 6 to the financial statements, the Village had $414,000 long-term debt at the 
end of the fiscal year.  The Village is well under its legal debt limit as of year-end. 

 

 

FACTORS EXPECTED TO HAVE AN EFFECT ON FUTURE OPERATIONS: 
The Village Council considered many factors when setting the fiscal year 2019/20 budget.  One 
of the factors is the economy.  The Village derives a greater share of its revenues in the General 
Fund from State shared revenue than property taxes due to the tax cap in the Village Charter.   The 
Council realizes, and the readers should understand that there are not sufficient funds available to 
provide all desirable services or repair every road in the Village’s transportation system. The 
Village continues to review all budget line items for opportunities to reduce expenditures when 
possible. Therefore, the Council attempts to spend the public’s money wisely and equitably and 
in the best interest of the citizens of the Village of Lake Isabella. 
 
The Village has taken a conservative approach to spend the public’s money.  This is due to the 
restriction on revenue imposed by the Village Charter.  With the current wording of the Village 
Charter, the Village has the authority to levy only 1 Mill of taxation.  The Village Charter does allow 
for an additional 1 Mill for not more than three years if approved by the electorate.  This revenue 

Item
Governmental 

Activities

Business-type 

Activities
Total

Land 5,304$                       115,000$                  120,304$            

Roads 416,200$                  -$                               416,200$            

Equipment 17,246$                    -$                               17,246$              

Buildings 1,507,831$              -$                               1,507,831$        

Vehicles 26,024$                    -$                               26,024$              

Airport/Runway -$                                7,742$                      7,742$                

Total 1,972,605$         122,742$            2,095,347$    



 

VIII 
 

source would generate between $75,000 and $80,000 before Headlee Rollback.  Likewise, the 
Village has the ability to levy 1 additional Mill as a Special Assessment for Public Safety, with the 
same revenue expectation as a voter-approved millage. 
 
Section 9.04 of the Village Charter requires that the Village adopt and maintain a Balanced Budget.  
That section states “For any fund, the total of proposed expenditures shall not exceed the total of 
estimated income plus carried forward fund balance, exclusive of reserves. In general, the Village 
shall be required to develop and maintain a balanced budgetary plan each fiscal.”  The proposed 
budget relies upon a mixture of revenue due in the fiscal year, and in some cases cash reserves to 
meet all proposed expenditures. 
 
With these limiting factors in place, the Village has limited options to increases services. Shortly 
serious discussions will need to be had regarding police coverage and long-term street 
maintenance.  These two items, and how to fund them, will need to be decided on shortly.  Failure 
to do so could compromise the quality of life enjoyed by residents of the community.  While outside 
economic factors such as unemployment, regional economic growth, and the overall state and 
federal economy will play a factor in future operations, no single issue is as impactful as the tax cap 
in the Village Charter. 
 
 
REQUESTS FOR INFORMATION: 
This financial report is designed to provide a general overview of the Village’s finances for all those 
with interest in the government's finances. Questions concerning  any  of  the information provided 
in this report or request for additional financial information should be addressed to: 
 

Timothy R. Wolff, CPM, ICMA-CM 
Lake Isabella Village Manager 
1010 Clubhouse Drive 
Lake Isabella, MI 48893 
989.644.8654 

 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

GOVERNMENT-WIDE 
FINANCIAL STATEMENTS 

 
 

 



Governmental Business-Type

Activities Activities Total

Assets

Current assets

Cash and cash equivalents 876,143$            14,556$              890,699$            

Due from Agency Fund 100                     -                          100                     

Due from other governmental units 75,698                -                          75,698                

Total current assets 951,941              14,556                966,497              

Noncurrent assets

Capital assets not being depreciated 5,304                  115,000              120,304              

Capital assets being depreciated, net 1,967,301           7,742                  1,975,043           

Total noncurrent assets 1,972,605           122,742              2,095,347           

Total assets 2,924,546           137,298              3,061,844           

Liabilities

Current liabilities

Accounts payable 13,555                2,213                  15,768                

Accrued interest 3,095                  -                          3,095                  

Compensated absences, due within one year 378                     -                          378                     

Bonds payable, due within one year 21,000                -                          21,000                

Total current liabilities 38,028                2,213                  40,241                

Noncurrent liabilities

Compensated absences, due beyond one year 2,140                  -                          2,140                  

Bonds payable, due beyond one year 393,000              -                          393,000              

Total noncurrent liabilities 395,140              -                          395,140              

Total liabilities 433,168              2,213                  435,381              

Net Position

Net investment in capital assets 1,558,605           122,742              1,681,347           

Restricted 498,105              -                          498,105              

Unrestricted 434,668              12,343                447,011              
Total net position 2,491,378$         135,085$            2,626,463$         

Village of Lake Isabella

Statement of Net Position

June 30, 2019

The notes to the financial statements are an integral part of this statement. 1



Operating

Charges Grants and Governmental Business-

Expenses for Services Contributions Activities Type Activities Total

Functions/Programs

Governmental activities

General government 222,346$         -$                     -$                     (222,346)$        -$                     (222,346)$        

Public safety 35,941             488                  -                       (35,453)            -                       (35,453)            

Public works 403,959           7,915               333,572           (62,472)            -                       (62,472)            

Community and economic dev. 23,605             25,881             -                       2,276               -                       2,276               

Debt service 12,536             -                       -                       (12,536)            -                       (12,536)            

Total governmental activities 698,387           34,284             333,572           (330,531)          -                       (330,531)          

 

Business-type activities  

Airport 10,323             -                       -                       -                       (10,323)            (10,323)            

Sewer 2,213               -                       -                       -                       (2,213)              (2,213)              

Total business-type activities 12,536             -                       -                       -                       (12,536)            (12,536)            

Total government 710,923$         34,284$           333,572$         (330,531)          (12,536)            (343,067)          

General revenues 

Property taxes 66,784             -                       66,784             

Special assessments 32,193             32,193             

State grants 145,468           -                       145,468           

Interest 38,623             122                  38,745             

Other revenues 28,554             -                       28,554             

Total general revenues 311,622           122                  311,744           

 

Change in net position (18,909)            (12,414)            (31,323)            

 

Net position - beginning of year 2,514,197        147,499           2,661,696        

Prior period adjustment (3,910)              -                       (3,910)              

Net position - end of year 2,491,378$      135,085$         2,626,463$      

Village of Lake Isabella

Statement of Activities

For the year ended June 30, 2019

 

Net (Expense) Revenue

Program Revenues and Changes in Net Position

The notes to the financial statements are an integral part of this statement. 2



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

FUND FINANCIAL STATEMENTS 
 
 

 
 



Total

 Major Local Governmental

General Street Street Funds

Assets

Cash and cash equivalents 416,706$            365,675$            93,762$              876,143$            

Due from Agency Fund 100                     -                          -                          100                     

Due from other governmental units 25,252                33,654                16,792                75,698                
Total assets 442,058$            399,329$            110,554$            951,941$            

Liabilities

Accounts payable 1,777$                11,778$              -$                        13,555$              

Total liabilities 1,777                  11,778                -                          13,555                

Fund balances

Restricted -                          387,551              110,554              498,105              

Unassigned 440,281              -                          -                          440,281              

Total fund balances 440,281              387,551              110,554              938,386              

Total liabilities and fund balances 442,058$            399,329$            110,554$            951,941$            

Village of Lake Isabella

Balance Sheet

Governmental Funds

June 30, 2019

Special Revenue

The notes to the financial statements are an integral part of this statement. 3



Total fund balance - governmental funds 938,386$         

Amounts reported for governmental activities in the statement of 

net position are different because:

Capital assets used in governmental activities are not financial resources and, 

therefore, are not reported in the funds.  

Add: Capital assets 5,451,522        

Deduct: Accumulated depreciation (3,478,917)       

Some liabilities are not due and payable in the current period and, therefore, are

not reported in the funds.  Those liabilities consist of:

Deduct: Accrued interest (3,095)              

Deduct: Compensated absences (2,518)              

Deduct: Bonds payable (414,000)          

Net position of governmental activities 2,491,378$      

Village of Lake Isabella

Reconciliation of Fund Balances on the Balance Sheet for Governmental Funds

to Net Position of Governmental Activities on the Statement of Net Position

June 30, 2019

The notes to the financial statements are an integral part of this statement. 4



Total

 Major Local Governmental

General Street Street Funds

Revenues

Property taxes 66,784$              -$                        -$                        66,784$              

Special assessments 32,193                -                          -                          32,193                

Licenses and permits 25,881                -                          -                          25,881                

State grants 145,468              237,059              96,513                479,040              

Charges for services 7,915                  -                          -                          7,915                  

Fines and forfeitures 488                     -                          -                          488                     

Interest and rents 34,731                3,520                  372                     38,623                

Other revenues 28,554                -                          -                          28,554                

Total revenues 342,014              240,579              96,885                679,478              

Expenditures

General government 216,037              -                          -                          216,037              

Public safety 35,941                -                          -                          35,941                

Public works 4,242                  259,220              77,508                340,970              

Community and economic development 23,605                -                          -                          23,605                

Debt service:

     Principal 21,000                -                          -                          21,000                

     Interest 12,693                -                          -                          12,693                

Total expenditures 313,518              259,220              77,508                650,246              

Excess of revenues over (under) expenditures 28,496                (18,641)               19,377                29,232                

Other financing sources (uses)

Transfers in 15,723                -                          -                          15,723                

Transfers out -                          (10,487)               (5,236)                 (15,723)               

Total other financing sources (uses) 15,723                (10,487)               (5,236)                 -                          

Net change in fund balance 44,219                (29,128)               14,141                29,232                

Fund balance - beginning of year 399,772              416,679              96,613                913,064              

Prior period adjustment (3,710)                 -                          (200)                    (3,910)                 

Fund balance - end of year 440,281$            387,551$            110,554$            938,386$            

Village of Lake Isabella

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

For the year ended June 30, 2019

Special Revenue

The notes to the financial statements are an integral part of this statement. 5



Net change in fund balances - total governmental funds 29,232$           

Amounts reported for governmental activities in the statement of activities

are different because:

Governmental funds report capital outlays as expenditures.  However, in the

statement of activities, the cost of those assets is allocated over their estimated

useful lives as depreciation expense.

Deduct: Depreciation expense (225,896)          

Add: Purchase of capital assets 155,802           

Long-term debt payments are reported as financing uses in the governmental funds

and thus contribute to the change in fund balance.  However, long-term payments

reduce long-term liabilities on the Statement of Net Position.  

Add: Change in accrued interest 157                  

Add: Change in compensated absences 796                  

Add: Principal payments on debt 21,000             

Change in net position of governmental activities (18,909)$          

For the year ended June 30, 2019

Village of Lake Isabella

Reconciliation of the Statement of Revenues, Expenditures and Changes in

Fund Balances of Governmental Funds to the Statement of Activities

The notes to the financial statements are an integral part of this statement. 6



Airport Sewer Total

Assets

Current assets

Cash and cash equivalents -$                        14,556$              14,556$              

Total current assets -                          14,556                14,556                

Noncurrent assets

Capital assets not being depreciated 50,000                65,000                115,000              

Capital assets being depreciated, net 7,742                  -                          7,742                  

Total noncurrent assets 57,742                65,000                122,742              

Total assets 57,742                79,556                137,298              

Liabilities

Current liabilities

Accounts payable -                          2,213                  2,213                  

Total current liabilities -                          2,213                  2,213                  

Net position
Net investment in capital assets 57,742                65,000                122,742              

Unrestricted -                          12,343                12,343                

Total net position 57,742$              77,343$              135,085$            

Business-Type Activities

Enterprise Funds

June 30, 2019

Village of Lake Isabella

Statement of Net Position

Proprietary Funds

The notes to the financial statements are an integral part of this statement. 7



Airport Sewer Total

Operating revenues

Charges for services -$                        -$                        -$                        

Total operating revenues -                          -                          -                          

Operating expenses

Contracted services -                          2,213                  2,213                  

Depreciation 10,323                -                          10,323                

Total operating expenses 10,323                2,213                  12,536                

Operating income (loss) (10,323)               (2,213)                 (12,536)               

Nonoperating revenues (expenses)

Interest income -                          122                     122                     

Change in net position (10,323)               (2,091)                 (12,414)               

Net position - beginning of year 68,065                79,434                147,499              

Net position - end of year 57,742$              77,343$              135,085$            

Business-Type Activities

Enterprise Funds

Village of Lake Isabella

Proprietary Funds

Statement of Revenues, Expenses and Changes in Net Position

For the year ended June 30, 2019

The notes to the financial statements are an integral part of this statement. 8



Airport Sewer Total

Cash flows from operating activities:

Payments to suppliers / outsiders -$                     -$                     -$                     

Cash flows from investing activities:

Interest income -                       122                  122                  

Net (decrease) in cash and cash equivalents -                       122                  122                  

Cash and cash equivalents - beginning of year -                       14,434             14,434             

Cash and cash equivalents - end of year -$                     14,556$           14,556$           

Reconciliation of operating income (loss) to net

cash provided (used) by operating activities:

Operating income (loss) (10,323)$          (2,213)$            (12,536)$          

Adjustments to reconcile operating income to

net cash provided (used) by operating activities:

Depreciation 10,323             -                       10,323             

Change in assets and liabilities:
Accounts payable -                       2,213               2,213               

Net cash provided by operating activities -$                     -$                     -$                     

Business-Type Activities

Enterprise Funds

For the year ended June 30, 2019

Village of Lake Isabella

Statement of Cash Flows

Proprietary Funds

The notes to the financial statements are an integral part of this statement. 9



Fire Withholding

Fund

Assets

Cash and cash equivalents 100$                   

Liabilities

Due to General Fund 100                     

Net Position

Unrestricted -$                        

Village of Lake Isabella

Statement of Fiduciary Net Position

June 30, 2019

The notes to the financial statements are an integral part of this statement. 10
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The accompanying financial statements of the Village of Lake Isabella (the Village) have been prepared in 
conformity with accounting principles generally accepted in the United States of America as applicable to 
governmental units.  The Governmental Accounting Standards Board (GASB) is the accepted standard-setting 
body for establishing governmental accounting and financial reporting principles.  The more significant of the 
Village’s accounting policies are described below. 
 
Reporting Entity 
The Village is governed by an elected seven-member Council.  The Village receives funding from local and state 
sources and must comply with all of the requirements of these funding source entities.  However, the Village is not 
included in any other governmental reporting entity as defined by the accounting principles generally accepted in 
the United States of America.  Council members are elected by the public and have decision-making authority, 
the power to designate management, the ability to significantly influence operations, and the primary 
accountability for fiscal matters.   
 
The accompanying financial statements have been prepared in accordance with criteria established by the 
Governmental Accounting Standards Board for determining the various governmental organizations to be 
included in the reporting entity.  These criteria include significant operational financial relationships that determine 
which of the governmental organizations are a part of the Village’s reporting entity, and which organizations are 
legally separate, component units of the Village.  Based on the application of the criteria, the Village does not 
contain any component units. 
 
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 Village.  For the most part, the effect of interfund activity has 
been removed from these statements.  Governmental activities normally supported by taxes and 
intergovernmental revenues, are reported separately from business-type activities which rely to a significant 
extent on fees and charges for support.   
 
The statement of activities demonstrates the degree to which the direct expenses of a given function are offset by 
program revenues.  Direct expenses are those that are clearly identifiable with a specific function.  Program 
revenues include: (1) charges to consumers who purchase, use or directly benefit from goods, services, or 
privileges provided by a given function; and (2) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function.  Taxes and other items not properly included among 
program revenues are reported instead as general revenues. 
 
Net position is restricted when constraints placed on it are either externally imposed or are imposed by 
constitutional provisions or enabling legislation.  Internally imposed designations of resources are not presented 
as restricted net position.  When both restricted and unrestricted resources are available for use, generally it is the 
Village’s policy to use restricted resources first, then unrestricted resources as they are needed. 
 
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 
Government-wide Financial Statements – The government-wide financial statements are 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 revenue in the year for which they are levied.  Grants and similar items are 
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.   
 
Governmental Fund Financial Statements - The 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 Village considers revenues to be available if they are collected within 60 days of the end of the 
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current fiscal year end.  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 
severance pay, are recorded only when payment is due.   
 
Proprietary Fund Financial Statements – The proprietary fund financial statements are reported using the 
economic resources measurement focus and the accrual basis of accounting, similar to the government-wide 
statements described above. 
 
Proprietary funds distinguish operating revenues and expenses from nonoperating items.  Operating revenues 
and expenses generally result from providing services in connection with a proprietary fund’s principal ongoing 
operations.  The principal operating revenues of the proprietary funds relate to charges to customers for services 
provided.  Operating expenses for proprietary funds include the cost of sales and services, administrative 
expenses, and depreciation on capital assets.  All revenues and expenses not meeting this definition are reported 
as nonoperating revenue and expenses. 
 
The Village reports the following major governmental funds: 

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

- The Major Street Fund accounts for the resources of State revenue sharing of Trunkline maintenance 
revenues, gas and weight tax revenues and local road program revenues that are restricted for use on 
major streets. 

- The Local Street Fund accounts for the resources of State revenue sharing of gas and weight tax 
revenues and local road program revenues that are restricted for use on local streets. 

 
The Village reports the following major proprietary funds: 

- The Airport Fund accounts for the assets of the Village’s airport. 
- The Sewer Fund accounts for the maintenance of the Village’s lagoons. 

 
The Village reports the following fiduciary funds: 

- The agency fund is custodial in nature and does not present results of operations or have a measurement 
focus. Agency funds are accounted for using the accrual basis of accounting. This fund is used to account 
for assets that the Village holds for others in an agency capacity. These funds are not reported in the 
Village's government-wide financial statements.  The Village accounts for the Fire Withholding Escrow 
Fund activity as an agency fund.  This fund holds the resources from insurance proceeds of fire damaged 
properties in the Village until such time the Village can either remit the money to the property owner, or 
use the funds to repair, replace, or demolish a damaged structure. 

 
Cash and Cash Equivalents 
The Village’s cash and cash equivalents are considered to be cash on hand, money market funds, demand 
deposits and certificates of deposit.   
 
Accounts Receivable/Payable 
Accounts receivable/payable in all funds report amounts that have arisen in the ordinary course of business.  
Accounts receivable is stated net of allowances for uncollectible amounts, if any. 
 
Due from/Due to Other Governmental Units 
Due from/due to other governmental units consist primarily of amounts due from/to the State of Michigan.   
 
Inventories 
The Village does not recognize supplies inventory as an asset.  The cost of these supplies is considered 
immaterial to the financial statements and the quantities are not prone to wide fluctuation from year to year.  The 
costs of such supplies are expensed when purchased. 
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Capital Assets 
Capital assets, which include property, plant and equipment, are reported in the governmental column in the 
government-wide financial statements.  Capital assets are defined by the Village as individual assets with an 
initial cost equal to or more than $5,000 and an estimated useful life in excess of one year.  Such assets are 
recorded at historical cost or estimated historical cost if purchased or constructed.  Donated capital assets are 
recorded at estimated acquisition value at the date of donation. 
 
Interest incurred during the construction of capital assets of business-type activities is included as part of the 
capitalized value of the assets constructed.  During the current year, no interest expense was incurred or 
capitalized.   
 
Capital assets of the Village are depreciated using the straight-line method over the following estimated useful 
lives: 
 

Assets Years 

Land Not Depreciated 

Buildings 20 – 50  

Equipment 5 – 7 

Roads 20 – 25  

Vehicles 5 – 7  

Runway 20 

 
The Village reviews long-lived assets for impairment whenever events or changes in circumstances indicate that 
the carrying amount of an asset exceeds its fair value.  If it is determined that an impairment loss has occurred, 
the asset is written down to its net realizable value and a related expense is recognized in the current year. 
 
Compensated Absences 
It is the Village’s policy to permit employees to accumulate earned but unused sick and vacation pay benefits.  
These compensated absences are accrued in the government-wide financial statements. 
 
Deferred Outflows/Inflows 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, deferred outflows of resources, represents a 
consumption of net position that applies to a future period(s) and so will not be recognized as an outflow of 
resources (expense/expenditure) until then. The Village has no items that qualify for reporting in this category.  
 
In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred 
inflows of resources. This separate financial statement element, deferred inflows of resources, represents an 
acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow of resources 
(revenue) until that time. The Village has no items that qualify for reporting in this category. 
   
Long-Term Obligations 
In the government-wide financial statements and the 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.  In the fund financial statements, the 
face amount of debt issued is reported as other financing sources.   
 
Net Position and Fund Balances 
Restricted net position shown in the government-wide financial statements will generally be different from 
amounts reported as reserved/designated fund balances in the governmental funds financial statements.  This 
occurs because of differences in the measurement focus and basis of accounting used in the government-wide 
and fund financial statements and because of the use of funds to imply that restrictions exist. 
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Fund Balances - Reserves and Designations 
The Village has implemented GASB Statement No. 54, “Fund Balance Reporting and Governmental Fund Type 
Definitions.”  This Statement provides more clearly defined fund balance categories to make the nature and extent 
of the constraints placed on a government’s fund balances more transparent.  The following classifications 
describe the relative strength of the spending constraints: 

• Nonspendable fund balance—amounts that are in nonspendable form (such as inventory or prepaid 
expenditures) or are either legally or contractually required to be maintained intact. 

• Restricted fund balance—amounts constrained to specific purposes by their providers (such as 
taxpayers, grantors, bondholders, and higher levels of government), through constitutional provisions, or 
by enabling legislation.   

• The Village would typically use restricted fund balance first, followed by committed resources, and then 
assigned resources as appropriate opportunities arise, but reserves the right to selectively spend 
unassigned resources first to defer the use of these classified funds. 

• Committed fund balance—amounts constrained to specific purposes by the Village itself, using its highest 
level of decision-making authority (Village Council).  To be reported as committed, amounts cannot be 
used for any other purpose unless the Village takes the same highest level action to remove or change 
the constraint.  

• Assigned fund balance—amounts the Village intends to use for a specific purpose.  Intent can be 
expressed by the Village Council or by an official or body to which the Village Council delegates the 
authority. 

• Unassigned fund balance—amounts that are available for any purpose.  Positive amounts are reported 
only in the general fund. 

 
Net Position – Restrictions 
Net position in the government-wide financial statements are reported as restricted when constraints placed on 
net position use is either: 

• Externally imposed by creditors, grantors, contributors, or laws or regulations of other governments, or 

• Imposed by law through constitutional provisions or enabling legislation. 
 
Estimates 
The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities at the date of the financial statements and the reported amounts of revenues and 
expenditures during the reporting period.  Actual results could differ from those estimates. 
 
Budgetary Data 
Budgets are adopted by the Village for the general fund, the major street fund and the local street fund.  The 
budget is adopted and prepared on the modified accrual basis of accounting.  The budget is also adopted at the 
function level.  The budgeted revenues and expenditures for governmental fund types, as presented in this report, 
include any authorized amendments to the original budget as adopted.   
 
The Village does not maintain a formalized encumbrance accounting system.   
 
Property Tax Revenue 
The Village’s property tax is levied on July 1st on the taxable valuation of property (as defined by State statutes) 
located in the Village as of the preceding December 31st.   
 
Taxes are payable to the Village from July 1, to March 1, at which time they are turned over to the County for 
reimbursement from its revolving tax fund.   
 
Although the Village’s 2018 ad valorem tax is levied and collectible on July 1st, 2018, it is the Village’s policy to 
recognize revenue from the current tax levy in the year when the proceeds of this levy are budgeted and made 
“available” for the financing of operations.  “Available” means collected within the current period or expected to be 
collected soon enough thereafter to be used to pay liabilities of the current period (60 days). 
 
The 2018 taxable valuation of property located in the Village for operating purposes totaled $78.8 million, on 
which ad valorem taxes levied consisted of 0.8420 mills for operating. 
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NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 
Budgetary Information 
Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all 
governmental funds.  All annual appropriations lapse at fiscal year-end.   
 
Before June of each year, a proposed budget for the next fiscal year is prepared by the Village manager and is 
submitted to the Village council.  The Village council refers the information to the finance committee for review.  
Once completed, the finance committee submits it to the Village council for a public hearing and adoption.  This 
operating budget includes proposed expenditures and the means of financing them for the fiscal year 
commencing the following July 1st.  The council holds public hearings and final budgets are adopted prior to July 
1st.   
 
Prior to June 1st, the budget is legally enacted pursuant to the Uniform Budgeting and Accounting Act (P.A. 621 
of 1978, as amended).  Council must approve any revisions to the budget. 
 
Excess of Expenditures over Appropriations in Budgeted Funds 
P.A. 621 of 1978, Section 18(1), as amended, provides that a local unit shall not incur expenditures in excess of 
the amount appropriated. 
 
During the year, the Village incurred expenditures in excess of the amounts appropriated, as shown in the 
Budgetary Comparison Schedules in this report. 
 
NOTE 3 - CASH AND INVESTMENTS 
Michigan’s statutory authority allows governmental entities to invest in the following investments: 
- Bonds, securities, other obligations and repurchase agreements of the United States, or an agency or 

instrumentality of the United States. 
- Certificates of deposit, savings accounts, deposit accounts or depository receipts of a qualified institution. 
- Commercial paper rated at the time of purchase within the 2 highest classifications established by not less 

than 2 standard rating services and that matures not more than 270 days after the date of purchase. 
- Bankers’ acceptances of United States banks. 
- 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. 
- Mutual funds registered under the Investments Company Act of 1940 with the authority to purchase only 

investment vehicles that are legal for direct investment by a public corporation. 
- External investment pools as authorized by Public Act 20 as amended through December 31, 1997. 
 
At year-end, the carrying amount of the Village's cash, deposits and investments was as follows: 
 

Cash and Cash Equivalents  

Petty Cash 200 

Checking, Savings & Money Market Accounts 458,049 

Certificates of Deposit 432,450 

Total 890,699 

 

Investments.  State statutes authorize the Village to invest in obligations and certain repurchase agreements of 
the United States Treasury and related governmental agencies, commercial paper, banker’s acceptances of the 
United States banks, obligations of the State of Michigan or any of its political subdivisions, and mutual funds 
composed entirely of the above investments.  As of year-end, the Village had no such investments. 
 
The Village’s investment policy complies with the state statutes and has no additional investment policies that 
would limit its investment choices. 
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Custodial Credit Risk – Deposits 
Custodial credit risk is the risk that, in the event of a bank failure, the Village’s deposits might not be recovered.  
At year-end, the bank balance of the primary government’s deposits was $922,572 of which $427,149 was 
covered by federal depository insurance.  The remaining amount was uninsured and uncollateralized.  Deposits 
which exceed FDIC insurance coverage limits are held at local banks.  The Village 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 Village evaluates each financial institution with which it deposits funds and assesses the level of risk of 
each institution.  Only those institutions with an acceptable estimated risk level are used as depositories. 
 
Deposits which exceed FDIC insurance coverage limits are held at local banks. 
 
Investments 
State statutes authorize the Village to invest in obligations and certain repurchase agreements of the United 
States Treasury and related governmental agencies, commercial paper, banker’s acceptances of the United 
States banks, obligations of the State of Michigan or any of its political subdivisions, and mutual funds composed 
entirely of the above investments.  The Village’s investment policy complies with the State statutes and has no 
additional investment policies that would limit its investment choices. 
 
Interest Rate Risk   
In accordance with its investment policy, the Village will minimize interest rate risk, which is the risk that the 
market value of securities in the portfolio will fall due to changes in market interest rates, by; structuring the 
investment portfolio so that securities mature to meet cash requirements for ongoing operations, thereby avoiding  
the need to sell securities in the open market; and, investing operating funds primarily in shorter-term securities, 
liquid asset funds, money market mutual funds, or similar investment pools and limiting the average maturity in 
accordance with the Village’s cash requirements.    
 
Custodial Credit Risk 
Custodial credit risk is the risk that, in the event of a failure of the counterparty, the Village will not be able to 
recover the value of its investments that are in the possession of an outside party.  The Village requires all 
security transactions, including collateral for repurchase agreements, to be made on a cash basis or a delivery vs. 
payment basis.  Securities may be held by a third-party custodian and must be evidenced by safekeeping 
receipts.  The Village does not have any additional policies for custodial credit risk over investments. 
 
Credit Risk   
State statutes limit investments in commercial paper to be rated at the time of purchase within the three highest 
classifications established by not less than two standard rating services.  Investments in obligations of the State of 
Michigan or its political subdivisions must be rated as investment grade by not less than one rating service.  
Investments in bonds, obligations, or repurchase agreements must be made with the U.S. Treasury and banker’s 
acceptances with United States banks.  The Village’s investment policy limits investments to be made with 
prudent judgment as to the safety of the invested capital and probable outcome of income. 
 
Concentration of Credit Risk 
The Village will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of the 
Village’s investment in a single issuer, by diversifying the investment portfolio so that the impact of potential 
losses from any one type of security or issuer will be minimized. 
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NOTE 4 – DUE FROM OTHER GOVERNMENTAL UNITS  
As of year-end, amounts due from other governmental units for the Village’s individual major governmental funds 
were as follows: 
 

Due from other governmental units  

General Fund  

   State of Michigan – State Shared Revenues 25,252 

Major Street Fund  

   State of Michigan – Act 51 33,654 

Local Street Fund  

   State of Michigan – Act 51 16,792 

Totals 75,698 

 
NOTE 5 - CAPITAL ASSETS 
A summary of changes in the Village’s capital asset activity for governmental activities is as follows: 
 

Governmental Activities 
Beginning 
Balance Increases Decreases 

Ending 
Balance 

Capital assets not being depreciated     

   Land 5,304 - - 5,304 

Capital assets being depreciated     

   Buildings 546,000 - - 546,000 

   Equipment 23,456 13,365 (6,886) 29,935 

   Roads 4,685,009 111,820 - 4,796,829 

   Vehicles 69,202 30,617 (26,365) 73,454 

   Total capital assets being depreciated 5,323,667 155,802 (33,251) 5,446,218 

Accumulated Depreciation      

   Buildings (116,780) (13,020) - (129,800) 

   Equipment (17,206) (2,369) 6,886 (12,689) 

   Roads (3,083,084) (205,914) - (3,288,998) 

   Vehicles (69,202) (4,593) 26,365 (47,430) 

Total accumulated depreciation (3,286,272) (225,896) 33,251 (3,478,917) 

Net capital assets being depreciated 2,037,395 (70,094) - 1,967,301 

   Net capital assets 2,042,699 (70,094) - 1,972,605 
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A summary of changes in the Village’s capital asset activity for business-type activities is as follows: 
 

 
Business-Type Activities 

Beginning 
Balance Increases Decreases 

Ending 
Balance 

Capital assets not being depreciated     

   Land 115,000 - - 115,000 

Capital assets being depreciated     

   Runway 206,452 - - 206,452 

   Total capital assets being depreciated 206,452 - - 206,452 

Accumulated Depreciation     

   Runway (188,387) (10,323) - (198,710) 

   Total accumulated depreciation (188,387) (10,323) - (198,710) 

   Net capital assets being depreciated 18,065 (10,323) - 7,742 

   Net capital assets 133,065 (10,323) - 122,742 

 
Capital assets not being depreciated include land.  Depreciation expense was charged to programs of the primary 
government as follows: 
 

Governmental Activities  

     General Government 13,020 

     Public Works 212,876 

Total Governmental Activities 225,896 

Business-Type Activities  

     Airport Fund 10,323 

Total Business-Type Activities 10,323 

 
The Village is considered a “Phase 3” Government, as defined by GASB 34.  Accordingly, the Village has elected 
to not retroactively apply the reporting of major general infrastructure assets.   
 
NOTE 6 - LONG-TERM DEBT 
Governmental Funds: 
General Obligation Limited Tax Refunding Bonds – Series 2013 - On July 29, 2013, the Village issued General 
Obligation Limited Tax Refunding Bonds in the amount of $530,000 in order to refinance and combine three 
different debt issues from prior years.  Those three debt issues were the Village Hall construction (2007), Salt 
Barn construction (2009), and purchase of the DPW property (2010).  The Village combined these into a single 
issue, with a lower rate.  The bonds bear interest at a rate of 2.99% per annum.  Payments on the bonds are due 
April 1 and October 1 of each year until fiscal year 2040.   
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Long-term debt activity for the year was as follows: 
 

 
Beginning 
Balance 

 
Additions 

 
Retirements 

Ending 
Balance 

Due Within 
One Year 

General Government      

Compensated Abs. 3,314 7,686 (8,482) 2,518 378 

General Obligation Bonds 435,000 - (21,000) 414,000 21,000 

Total 438,314 7,686 (29,482) 416,518 21,378 

 
The requirements to pay principal and interest on the long-term debt outstanding at June 30, 2019, are shown 
below: 
 

 
General Obligation  

Bonds 

Year Ended June 30 Principal Interest 

2020 21,000 12,065 

2021 15,000 11,527 

2022 15,000 11,078 

2023 16,000 10,615 

2024 17,000 10,121 

2025-2029 99,000 42,202 

2030-2034 119,000 25,819 

2035-2039 101,000 7,848 

2040-2044 11,000 164 

Total long-term debt 414,000 131,439 

 
NOTE 7 - NET INVESTMENT IN CAPITAL ASSETS 
As of year-end, the composition of the governmental activities and business-type activities net investment in 
capital assets was comprised of the following: 
 

Net investment in capital assets – Governmental Activities Amount 

Capital assets not being depreciated 5,304 

Capital assets being depreciated, net  1,967,301 

Capital related long-term liabilities (414,000) 

Net investment in capital assets  1,558,605 

 
 

Net investment in capital assets – Business-Type Activities Amount 

Capital assets not being depreciated 115,000 

Capital assets being depreciated, net  7,742 

Net investment in capital assets  122,742 

 
NOTE 8 – RETIREMENT PLAN  
Deferred Compensation Retirement Plan – 457 (b) 
Plan Description 
The Village offers all regular, full-time employees a deferred compensation plan created in accordance with the 
Internal Revenue Code, Section 457. The assets of the plan were held in trust, as described in IRC Section 457 
(b) for the exclusive benefit of the participants (employees) and their beneficiaries. Nationwide Retirement 
Solutions acts as the custodian for the plan and holds the custodial account for the beneficiaries of this Section 
457 plan.  
 



Village of Lake Isabella 
Notes to the Financial Statements 

June 30, 2019 

 

20 

The assets may not be diverted to any other use. Nationwide Retirement Solutions are agents of the employer for 
purposes of providing direction from time to time for the investment of the funds held in the account, transfer of 
assets to or from the account and all other matters. In accordance with the provisions of GASB Statement 32, 
plan balances and activities are not reflected in the Village’s financial statements. 
 
Plan provisions are established or amended by Council resolution. Under the plan, employees may elect to defer 
a portion of their wages, subject to Internal Revenue Service limits. This plan is funded by employee and 
employer contributions.   
 
Eligibility 
All regular, full-time employees are immediately eligible for the plan upon hire. 
 
Contributions 
Under the plan, employees may elect to defer a portion of their salaries and defer paying income taxes on the 
deferred portion until the withdrawal date.  The Village contributes 1% of base pay to the employee’s account, and 
provides a match of up to an additional 4% of base pay. 
 
Normal Retirement Age & Vesting 
Retirement age as defined by the plan is 70 ½ years of age.  All contributions are 100% vested immediately. 
 
Forfeitures 
Contributions are 100% vested immediately therefore there are no forfeitures.   
 
Funding 
For the year ended June 30th, the Village contributed $3,340 and the employees contributed $2,340 to the plan. 

 
NOTE 9 - TRANSFERS  
During the year the following transfers were made between funds: 
 

- The Major Street Fund transferred $10,487 to the General Fund for administrative fees. 
- The Local Street Fund transferred $5,236 to the General Fund for administrative fees. 

 
NOTE 10 - RISK MANAGEMENT 
The Village is exposed to various risks of loss related to property loss, torts, errors and omissions and employee 
injuries (worker’s compensation), as well as medical benefits provided to employees.  The Village has purchased 
commercial insurance from independent insurance providers.  Settled claims for the commercial insurance have 
not exceeded the amount of coverage in any of the past three years.  There was no reduction in coverage 
obtained through commercial insurance during the past year. 
 
NOTE 11 - NET POSITION RESTRICTION 
In the governmental activities column, net position is restricted for major and local streets. 
 
NOTE 12 – PRIOR PERIOD ADJUSTMENTS 
The prior period adjustments of $3,910 on the statement of activities represent additional payables that were 
posted to the prior year. 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

REQUIRED SUPPLEMENTARY INFORMATION 
 
 

 
 



Variance with 
Original Final Actual Final Budget

Revenues
Property taxes 66,250$           66,784$           66,784$           -$                     
Special assessments 32,500             32,193             32,193             -                       
Licenses and permits 24,250             25,617             25,881             264                  
State grants 140,000           140,226           145,468           5,242               
Charges for services 7,800               7,875               7,915               40                    
Fines and forfeitures 500                  488                  488                  -                       
Interest and rents 33,480             34,605             34,731             126                  
Other revenues 13,750             30,733             28,554             (2,179)              
Total revenues 318,530           338,521           342,014           3,493               

Expenditures
General government

Council 11,050             3,050               3,182               (132)                 
Manager and administrative 138,915           151,595           144,182           7,413               
Elections 1,500               580                  580                  -                       
Clerk 17,975             17,950             16,459             1,491               
Treasurer 20,950             20,655             21,225             (570)                 
Building and grounds 28,900             33,269             30,409             2,860               

Public safety
Police and fire 36,000             36,448             35,941             507                  

Public works
Cal Brewer Airport 2,525               2,412               2,446               (34)                   

Contracted services 1,500               -                       -                       -                       
Street lights 1,700               1,750               1,796               (46)                   

Community and economic development
Code enforcement 19,550             13,300             10,634             2,666               
Planning and zoning 14,200             13,525             12,971             554                  

Debt service 33,693             33,693             33,693             -                       
Total expenditures 328,458           328,227           313,518           14,709             

Excess of revenues over (under) expenditures (9,928)              10,294             28,496             18,202             

Other financing sources (uses)
Transfers in 14,000             15,000             15,723             723                  
Total other financing sources (uses) 14,000             15,000             15,723             723                  

Net change in fund balance 4,072               25,294             44,219             18,925             

Fund balance, beginning of year 399,772           399,772           399,772           -                       

Prior period adjustment -                       -                       (3,710)              (3,710)              

Fund balance, end of year 403,844$         425,066$         440,281$         15,215$           

Village of Lake Isabella
Budgetary Comparison Schedule

Budgeted Amounts

General Fund
For the year ended June 30, 2019

The notes to the financial statements are an integral part of this statement. 21



Variance with
Original Final Actual Final Budget

Revenues
State grants 194,750$         218,730$         237,059$         18,329$           
Interest and rents 700                  3,375               3,520               145                  
Total revenues 195,450           222,105           240,579           18,474             

Expenditures
Public works 269,599           291,428           259,220           32,208             
Total expenditures 269,599           291,428           259,220           32,208             

Excess of revenues over
(under) expenditures (74,149)            (69,323)            (18,641)            50,682             

Other financing sources (uses)
Operating transfers (out) (9,000)              (10,000)            (10,487)            (487)                 
Total other financing sources (uses) (9,000)              (10,000)            (10,487)            (487)                 

Net change in fund balance (83,149)            (79,323)            (29,128)            50,195             

Fund balance, beginning of year 416,679           416,679           416,679           -                       

Fund balance, end of year 333,530$         337,356$         387,551$         50,195$           

Budgeted Amounts

Major Street Fund
For the year ended June 30, 2019

Village of Lake Isabella
Budgetary Comparison Schedule

The notes to the financial statements are an integral part of this statement. 22



Variance with
Original Final Actual Final Budget

Revenues
State grants 90,000$           87,500$           96,513$           9,013$             
Interest 200                  355                  372                  17                    
Total revenues 90,200             87,855             96,885             9,030               

Expenditures
Public works 108,831           84,658             77,508             7,150               
Total expenditures 108,831           84,658             77,508             7,150               

Excess of revenues over
(under) expenditures (18,631)            3,197               19,377             16,180             

Other financing sources (uses)
Transfers out (5,000)              (5,000)              (5,236)              (236)                 
Total other financing sources (uses) (5,000)              (5,000)              (5,236)              (236)                 

Net change in fund balance (23,631)            (1,803)              14,141             15,944             

Fund balance, beginning of year 96,613             96,613             96,613             -                       

Prior period adjustment -                       -                       (200)                 (200)                 

Fund balance, end of year 72,982$           94,810$           110,554$         15,744$           

Village of Lake Isabella
Budgetary Comparison Schedule

Local Street Fund
For the year ended June 30, 2019

Budgeted Amounts

The notes to the financial statements are an integral part of this statement. 23
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INDEPENDENT AUDITOR’S 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 

To the Village Council 
Village of Lake Isabella 

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, each major fund, and the aggregate remaining fund information of the Village of Lake Isabella (the 
Village), as of and for the year ended June 30, 2019, and the related notes to the financial statements, which 
collectively comprise the Village’s basic financial statements, and have issued our report thereon dated November 
14, 2019.  

Internal Control over Financial Reporting  

In planning and performing our audit of the financial statements, we considered the Village’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 Village’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Village’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 and therefore, material weaknesses or significant deficiencies may exist that have not 
been identified. We did identify certain deficiencies in internal control, described in the accompanying schedule of 
findings and responses as 2019-001 that we consider to be a material weakness.  

Compliance and Other Matters  

As part of obtaining reasonable assurance about whether the Village’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. 

The Village’s Response to Findings 

The Village’s response to the findings identified in our audit is described in the accompanying schedule of findings 
and responses. The Village’s response was not subjected to the auditing procedures applied in the audit of the 
financial statements and, accordingly, we express no opinion on it. 
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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 entity’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. 

 
Roslund, Prestage & Company, P.C. 
Certified Public Accountants 
 
November 14, 2019
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2019-001 - MATERIAL JOURNAL ENTRIES PROPOSED BY AUDITORS 

Criteria:   Management is responsible for establishing, maintaining, and monitoring internal 
controls, and for the fair presentation in the financial statements of financial position, 
results of operations, and cash flows (where applicable), including the proper recording of 
journal entries to ensure that the trial balances from which the financial statements are 
prepared are in conformity with U.S. generally accepted accounting principles. 

Condition:   Accounts payable and contracted services expenditures were unintentionally materially 
misstated at the time of the audit due to two journal entries being placed in the wrong 
fiscal year.  

Cause:   Management did not identify and properly record transactions that had a material effect 
on the accounts payable and contracted services expenditures. 

Effect:   The accounts payable and contracted services expenditures were unintentionally 
materially misstated at the time of the audit. Material journal entries for the adjustment of 
these accounts were proposed by the auditors to correct this error.  The entries were 
agreed to by management and recorded in the Village’s general ledger for the fiscal year 
ended June 30, 2019.   

Recommendation:   We recommend that the Village take steps necessary to ensure that all reconciliations 
and material journal entries are completed prior to the audit. 

Corrective Action: We are in agreement with this finding and will incorporate additional steps into the audit 
preparation process to ensure that all accounts are properly stated.   

 

 
  
 
 
 

 
 

 
 

 




