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INDEPENDENT AUDITOR’S REPORT 

 
 

Board of the Joint Public Agency 
Lancaster County Correctional Facility Joint Public Agency 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities and the 
governmental fund of the Lancaster County Correctional Facility Joint Public Agency (JPA), a 
component unit of Lancaster County, Nebraska, as of and for the year ended June 30, 2018, and the 
related notes to the financial statements, which collectively comprise the JPA’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 of the governmental activities and the governmental fund of the JPA as of 
June 30, 2018, and the respective changes in financial position for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
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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 required supplementary information listed on the table 
of contents be presented to supplement the basic financial statements. Such information, although not 
a part of the basic financial statements, is required by the Governmental Accounting Standards Board 
who considers it to be an essential part of financial reporting for placing the basic financial statements 
in an appropriate operational, economic, or historical context. We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards generally 
accepted in the United States of America, which consisted of inquiries of management about the 
methods of preparing the information and comparing the information for consistency with 
management’s responses to our inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements. We do not express an opinion or provide 
any assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
December 17, 2018 on our consideration of the JPA’s internal control over financial reporting and on 
our tests of its compliance with certain provisions of laws, regulations, contracts, 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 the effectiveness of the JPA’s 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 JPA’s internal control over financial reporting and compliance. 
 

Allen, Gibbs & Houlik, L.C. 
                                                                                          CERTIFIED PUBLIC ACCOUNTANTS 
 
December 17, 2018 
Wichita, KS
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This section of the Lancaster County Correctional Facility Joint Public Agency’s (JPA) financial report 
presents a narrative overview and analysis of the financial activities of the JPA for the fiscal year 
ended June 30, 2018.  Please read it in conjunction with the JPA’s financial statements which follow 
this section. 
 
FINANCIAL HIGHLIGHTS 
 
As of June 30, 2018, the JPA's total assets and deferred outflows exceeded its total liabilities by 
$19,273,629. The bonds payable decreased by $7.6 million largely due to the $4.7 million advance 
refunding of existing debt, at lower costs.   
 
In the statement of activities, the JPA's total revenues exceeded its total expenses by $971,817. 
Facility equipment and furnishing purchases are complete and expenditures relate strictly to debt 
payments. 
 
In the statement of revenues, expenditures and changes in fund balance, the JPA's total revenues 
exceeded its total expenditures by $187,069 due to debt service payments.  Revenues are primarily 
related to tax levies which are set to match annual debt service payments only. 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis is intended to serve as an introduction to the JPA’s basic financial 
statements.  The JPA’s basic financial statements have three components:  1) government-wide 
financial statements, 2) fund financial statements, and 3) notes to the financial statements.  This report 
also contains information in addition to the basic financial statements. 
 
Government-Wide Financial Statements   
The Statement of Net Position and Statement of Activities provide a broad overview of the JPA’s 
overall financial status.  The Statement of Net Position presents financial information on all the JPA’s 
assets and liabilities, with the difference reported as net position. Over time, increases or decreases in 
an entity’s net position could be one indicator of whether its financial health is improving or 
deteriorating.   
 
The Statement of Activities presents information showing how the JPA’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 the related cash flows.  
 
The sole purpose of the JPA is to finance the construction of the correctional facility.  Once 
construction is completed, the Statement of Net Position should be limited to property tax receipts 
pending and the correctional facility depreciating cost, less bonds outstanding.  The Statement of 
Activities should be limited to tax revenues sufficient to make annual bond payments and bond-related 
expenses. 
 
These financial statements are prepared on the accrual basis of accounting and include capital assets, 
accounts receivable and payable, and long-term debt activity which should be considered to assess 
the financial health of the JPA. 
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Fund Financial Statements   
The fund financial statements, the Balance Sheet ‐ Governmental Fund and the Statement of 
Revenues, Expenditures and Changes in Fund Balance ‐ Governmental Fund, focus on how activities 
were financed in the short term, as well as what remains for future spending.  Such information may 
be useful in assessing a government’s near-term financing requirements.  Capital assets and long-
term liabilities are not reported in the governmental fund statements as they are not current resources 
and uses of funds, nor are they deferred property tax revenues.   
 
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. 
 
Notes to the Financial Statements 
The notes to the financial statements are an integral part of the government-wide and fund financial 
statements, and provide essential information necessary to acquire a full understanding of the data 
provided in the government-wide and fund financial statements. 
 
Required Supplementary Information 
This Management Discussion and Analysis and the Budgetary Comparison Schedules represent 
financial information which provides users of this report with additional data that supplements the 
government-wide statements, fund financial statements, and notes.  
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
Changes in Net Position 
The following table represents the Statement of Net Position and how it compares to the prior year. 
The increase to net position of $971,817 is due to the additional reduction of debt-related liabilities by 
the advance refunding and related gain on that refunding. 
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June 30, 2018 June 30, 2017 Change 

Assets 
 Current and other assets $ 4,492,071 $ 4,329,265 $ 162,806 
 Capital assets 56,684,332 58,651,220  (1,966,888)
  Total assets 61,176,403 62,980,485  (1,804,082)
 
Deferred outflows of resources    
 Deferred refunding 600,569 --  600,569 
     
Liabilities    
 Long-term liabilities 42,359,476 44,513,556  (2,154,080)
 Other liabilities 143,867 165,117  (21,250)
  Total liabilities 42,503,343 44,678,673  (2,175,330)

   
Net position    
 Net investment in capital assets 14,324,856 14,137,664  187,192 
 Restricted 4,948,773 4,164,148  784,625 
  Total net position $ 19,273,629 $ 18,301,812 $ 971,817 

 
The following table represents the Statement of Activities and how it compares to the prior year. 
Expenses showed a decrease of $86,664 because of interest expense credits from amortization of 
the advance refunding premium and the related deferred gain. 

 
 June 30, 2018 June 30, 2017  Change
Revenues  

Taxes $ 4,448,029 $ 4,469,820 $ (21,791)
State revenues 364,263 356,049  8,214 
Interest income 13,471 7,467  6,004 
Other intergovernmental 1,525 1,559  (34)

 Other 12,369  --   12,369 
Total revenues 4,839,657 4,834,895  4,762 

    
Expenses     

JPA services 1,966,069 1,960,814  5,255 
Interest on long-term debt 1,901,771  1,993,690  (91,919)

Total expenses 3,867,840 3,954,504  (86,664)
    

Change in net position 971,817 880,391  91,426 
Net position - beginning of year 18,301,812 17,421,421  880,391 
Net position - end of year $ 19,273,629 $ 18,301,812 $ 971,817 
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GOVERNMENTAL FUND FINANCIAL ANALYSIS 
 
General Fund 
The focus of the JPA’s general fund is to provide information on near-term inflows, outflows, and 
balances of spendable resources. The net change in fund balance went from ($216,910) in fiscal year 
2017 to $187,069 in fiscal year 2018. The difference was due to issuance of refunding bonds and 
related premium.     
 
BUDGETARY HIGHLIGHTS 
 
In the table below, budgeted revenues and expenditures are compared with actual figures for the 
current fiscal year.  
 

Final 
Budget 

Actual 
Amounts 

 
Variance 

Total Revenues $ 4,814,384  $ 5,223,601  $ 409,217
Total Expenditures $ 6,061,505  $ 6,028,787  $ 32,718
     

 
CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
At the end of 2018, the JPA reported $56,684,332 invested in capital assets.   
 
At the end of the fiscal year, the JPA had total bonded debt outstanding of $36,275,000.  During the 
current year, the JPA made principal payments on outstanding bonds totaling $2,890,000. An 
additional decrease of $4,710,000 of bond principal occurred due to the advance refunding of the 
existing debt.  The JPA’s future debt requirements are detailed in Note 5 following the financial 
statements. The bonds will be paid off no later than fiscal year 2029. 
 
CONTACTING THE JPA’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide a general overview of the JPA’s finances, comply with 
finance-related laws and regulations, and demonstrate the JPA’s commitment to public accountability.  
If you have any questions about this report or would like to request additional information, contact the 
Lancaster County Budget & Fiscal Officer, 555 South 10th Street, Suite 110, Lincoln, NE 68508. 

 



Lancaster County Correctional Facility 
Joint Public Agency

(A Component Unit of Lancaster County)

Statement of Net Position
June 30, 2018

Governmental 
Activities

Assets
Cash and cash equivalents $ 2,703,338         
Due from other governmental agencies 27,089              
Taxes receivable 1,760,484         
Interest receivable 1,160                
Capital assets:

Other assets, net of depreciation 56,684,332       

  Total assets 61,176,403       

Deferred outflows of resources
Deferred refunding 600,569            

  Total deferred outflows of resources 600,569            

Liabilities
Accrued interest payable 143,867            
Non-current liabilities:

Due within one year 2,675,000         
Due in more than one year 39,684,476       
  Total liabilities 42,503,343       

Net Position
Net investment in capital assets 14,324,856       
Restricted 4,948,773         

  Total net position $ 19,273,629       

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

7 



Lancaster County Correctional Facility 
Joint Public Agency

(A Component Unit of Lancaster County)

Statement of Activities
Year Ended June 30, 2018

Net (Expense)
Revenue and

Program Change in 
Functions/Programs Expenses Revenues Net Position
Governmental Activities

Joint public agency services $ 1,966,069          $ --                 $ (1,966,069)            
Interest on long-term debt 1,901,771          --                 (1,901,771)            

Total $ 3,867,840          $ --                 (3,867,840)            

General revenues
Property taxes 4,448,029              
State revenues 364,263                 
Interest income 13,471                   
Other intergovernmental 1,525                    
Other 12,369                  

Total general revenues 4,839,657             

Change in net position 971,817                 

Net position - beginning of year 18,301,812            
Net position - end of year $ 19,273,629            

The accompanying notes to financial
 statements are an integral part of these statements
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Lancaster County Correctional Facility 
Joint Public Agency

(A Component Unit of Lancaster County)

Balance Sheet - Governmental Fund
June 30, 2018

Assets
Cash and cash equivalents $ 2,703,338   
Due from other governmental agencies 27,089        
Interest receivable 1,160          
Taxes receivable 1,760,484   

$ 4,492,071 

Deferred inflows of resources
Deferred property tax receivable 81,596        

Fund balance
Restricted 4,410,475   

$ 4,492,071 

The accompanying notes to financial
 statements are an integral part of these statements
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Lancaster County Correctional Facility 
Joint Public Agency

(A Component Unit of Lancaster County)

Reconciliation of the Balance Sheet for
Governmental Funds to the Statement

of Net Position
June 30, 2018

Total fund balance - governmental funds $ 4,410,475   

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, not reported in the governmental fund 56,684,332  

Property tax revenues, not collected within 60 days of the fiscal year end, are 
not financial resources and, therefore, not reported in the governmental fund 81,596        

Deferred refunding resulting from issuance of refunding bonds is recognized
as deferred outflows of resources in the government-wide statements 600,569      

Liabilities that are not due and payable in the current period and, therefore,
are not reported in the governmental fund:

Bonds payable (36,275,000) 
Bond premium (6,084,476)   
Accrued interest payable (143,867)      

Total net position - governmental activities $ 19,273,629  

The accompanying notes to financial 
statements are an integral part of these statements
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Lancaster County Correctional Facility 
Joint Public Agency

(A Component Unit of Lancaster County)

Statement of Revenues, Expenditures and
Changes in Fund Balance - Governmental Fund

Year Ended June 30, 2018

Revenues
Taxes $ 4,472,292      
State revenues 364,263         
Interest income 13,471           
Other intergovernmental 1,525             
Other 11,541           

Total revenues 4,863,092      

Expenditures
Debt service

Principal 2,890,000    
Interest 1,799,213      
Other 387,038         

Total expenditures 5,076,251      

Other financing sources (uses)
Surplus sales 1,649             
Issuance of bonds 36,275,000    
Premium on issuance of bonds 6,376,531      
Payment to refunding escrow (42,252,952)   

Total other financing sources (uses) 400,228         

Net change in fund balance 187,069         

Fund balance - beginning of year 4,223,406      

Fund balance - end of year $ 4,410,475    

The accompanying notes to financial
statements are an integral part of these statements
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Net change in fund balance - governmental funds $ 187,069         

Amounts reported for governmental activities in the statements
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 and reported as depreciation expense.  This 
is the amount by which assets capitalized exceeded depreciation
in the current period.

Depreciation expense (1,890,980)      

In the statement of activities, the gain or loss from the sale of capital assets is
reported, whereas in the governmental funds, only proceeds from the sale
increase financial resources.  Thus, the change in net position differs from the
change in fund balance by the cost of capital assets sold. (75,908)          

Governmental funds recognize property tax revenues as revenues 
when received within 60 days of the end of the fiscal year. However, 
in the statement of activities, property tax revenues are recognized based
on the total taxes levied. This is the amount of property tax revenues due

(24,263)           

Bond proceeds and premiums provide current financial resources to 
governmental funds, but issuing debt increases long-term liabilities

   in the statement of net position.
  Issuance of bonds (36,275,000)   

Premium on issuance of bonds (6,376,531)     (42,651,531)    

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

Principal payments 2,890,000      
Payment to refunding escrow 42,252,952    45,142,952     

Governmental funds report the effect on premiums, discounts and deferred
refundings when debt is first issued, whereas these amounts are deferred 
and amortized in the statement of activities. 263,228          

Certain items reported in the statements of activities do not require the 
use of current financial resources and therefore are not reported
as expenditures in the governmental fund. These activities consist of:

Accrued interest expense 21,250            

Change in net position - governmental activities $ 971,817         

Lancaster County Correctional Facility 

Funds to the Statement of Activities

to the JPA, but not collected within 60 days of the fiscal year.

Year Ended June 30, 2018

and Changes in Fund Balance of Governmental
Reconciliation of the Statement of Revenues, Expenditures

(A Component Unit of Lancaster County)
Joint Public Agency

The accompanying notes to financial
statements are an integral part of these statements
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
This summary of significant accounting policies of the Lancaster County Correctional 
Facility Joint Public Agency (JPA) is presented to assist in understanding the JPA’s 
financial statements.  The financial statements and notes are representations of the 
JPA’s management who are responsible for their integrity and objectivity.  These 
accounting policies conform to accounting principles generally accepted in the United 
States of America and have been consistently applied in the preparation of the financial 
statements. 
 
Nature of Operations - The JPA was created pursuant to the Joint Public Agency Act 
and a Joint Public Agency Agreement dated September 9, 2008 between Lancaster 
County and the City of Lincoln.  The JPA was created for the purpose of financing the 
construction, equipping, and furnishing of new correctional facilities on land owned by 
Lancaster County and leased to the JPA pursuant to a Site Lease dated February 5, 
2009 between the JPA and Lancaster County.  The JPA will own the correctional 
facilities until the bonds are no longer outstanding, at which time the JPA will transfer 
ownership to Lancaster County.  Lancaster County will operate and maintain the 
correctional facilities pursuant to a Facilities Agreement dated February 5, 2009 between 
Lancaster County and the JPA. 
 
The JPA is governed by a four-member board consisting of the Chair and Vice Chair of 
the Lancaster County Board of Commissioners, the Mayor of Lincoln, and the Chair of 
the Lincoln City Council.  All actions may be taken by the affirmative vote of a majority of 
the Board, except that the issuance of bonds by the JPA must be approved by the 
Mayor, the Lincoln City Council, and the Lancaster County Board of Commissioners. 
 
Under the JPA Agreement, Lancaster County has irrevocably allocated and assigned to 
the JPA, for the period beginning September 15, 2008 and ending on the date upon 
which all of the bonds are no longer deemed to be outstanding, its authority to cause the 
levy of taxes within the taxing district of Lancaster County.  This authority, beginning in 
the year 2008 for collection in 2009, is for the purpose of paying the costs of the 
correctional facilities an amount equal to $2,000,000 to be levied solely for the purpose 
of paying the principal and interest on the bonds. 
 
Under the JPA Agreement, the City of Lincoln has irrevocably allocated and assigned to 
the JPA, for the period beginning September 15, 2008 and ending on the date upon 
which all of the bonds are no longer deemed to be outstanding, its authority to cause the 
levy of taxes within the taxing district of the City.  This authority, not to exceed 
$3,500,000 annually, beginning in the year 2008 for collection in 2009, is for the purpose 
of paying the costs of the correctional facilities in an amount, when added to the County 
Levy, will be sufficient to pay the principal and interest on the bonds. 
 
Reporting Entity - Accounting principles generally accepted in the United States of 
America provide guidance for determining the entities and activities that should be 
included within the financial reporting entity. The basic criterion for including a 
governmental organization in a primary government’s reporting entity focuses on the 
financial accountability of the organization’s governing body.  Although legally separate 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
from Lancaster County, Nebraska, the JPA is reported as a component unit of Lancaster 
County because its sole purpose is to finance the construction and equipping of new 
correctional facilities for the benefit of the County.  As noted above, the County operates 
and maintains the facilities, and will receive title to the facilities upon repayment of 100% 
of bonds issued to finance construction.  As a result, the JPA’s financial results are 
included in the financial statements of Lancaster County.   
 
Basis of Presentation - The government-wide financial statements (the Statement of Net 
Position and the Statement of Activities) report information on all of the activities of the 
JPA.  The statement of activities demonstrates the degree to which the direct expenses 
of a given function or segment is offset by program revenues.  Direct expenses are 
those that are clearly identifiable with a specific function or segment.  
 
Program revenues include (1) charges to customers or applicants who purchase, use, or 
directly benefit from goods, services, or privileges provided by a given function or 
segment, and (2) grants and contributions that are restricted to meeting the operational 
or capital requirements of a particular function or segment.  Taxes and other items not 
properly included among program revenues are reported instead as general revenues. 
 
Measurement Focus / Basis of Accounting - 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 revenues in the year for which they are levied. 
 
Governmental fund financial statements are reported using the current financial 
resources measurement focus and the modified accrual basis of accounting.  Revenues 
are recognized as soon as they are both measurable and available.  Revenues are 
considered to be available when they are collectible within the current period or soon 
enough thereafter to pay liabilities of the current period.  For this purpose, the 
government considers revenues to be available if they are collected within 60 days of the 
end of the current fiscal period.  Expenditures generally are recorded when a liability is 
incurred, as under accrual accounting.  However, debt service expenditures and claims 
and judgments are recorded only when payment is due. General capital asset 
acquisitions are reported as expenditures in governmental funds.  Issuance of long-term 
debt is reported as another financing source.   
 
Property taxes associated with the current fiscal period are considered to be susceptible 
to accrual and so have been recognized as revenues of the current fiscal period, except 
to the extent amounts are not collected within 60 days of the end of the current fiscal 
period.  Entitlements are recorded as revenues when all eligibility requirements are met, 
including any time requirements, and the amount is received during the period or within 
the availability period for this revenue source (within 60 days of year end).  All other 
revenue items are considered to be measurable and available only when cash is 
received by the government. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Cash and Cash Equivalents - For financial statement purposes, all highly liquid 
investments with original maturities of three months or less are considered cash 
equivalents. 
 
Investments - In accordance with GASB Statement No. 31, Accounting and Financial 
Reporting for Certain Investments and for External Investment Pools, investments are 
recorded at fair value.  The JPA’s investment policy allows investment in U.S. 
government obligations and short-term interest bearing investments consisting of 
certificates of deposit and other income producing securities.   
 
Property Taxes - Based on the valuation as of January 1, property taxes are levied by 
the County Board of Commissioners on or before October 15 of each year for all political 
subdivisions in Lancaster County.  Real estate and personal property taxes are each 
due December 31 of the year in which the property is appraised.  One-half of the taxes 
become delinquent April 1 and August 1 of the following year. 
 
The JPA has two property tax levies.  One is levied on the assessed value of Lancaster 
County and the other is levied on the assessed value of the City of Lincoln.  For the year 
ended June 30, 2018, the levy for the County portion was $.007863 per $100 of 
valuation and the levy for the City portion was $.014069 per $100 of valuation for a 
combined levy of $.021932. 
 
Taxes Receivable - Taxes receivable are all considered collectible by management.  
Based on prior experience with receipt of taxes, no allowance for uncollectible amounts 
has been provided related to taxes receivable.  Tax amounts not received within 60 days 
after year-end are recorded as a deferred inflow of resources on the balance sheet. 
 
Capital Assets and Depreciation - The JPA issued bonds to finance the construction of 
the new correctional facility which was completed in the fall of 2013, at which time 
depreciation commenced.  A warehouse facility was completed in the fall of 2014, at 
which time depreciation commenced.  The building and warehouse are included as 
capital assets on the statement of net position because the JPA owns the facilities until 
the bonds are no longer outstanding.   
 
In the government-wide financial statements (statement of net position and statement of 
activities), expenditures for buildings are capitalized at cost and accounted for as capital 
assets.  All capital assets are valued at historical cost or estimated historical cost.  
Additions, improvements, and other capital outlays that significantly extend the useful life 
of an asset are capitalized.  Other costs incurred for repairs and maintenance are 
expensed as incurred. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Deferred Outflows and 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 JPA has 
one item that qualifies in this category in the government-wide statement of net position, 
deferred charge on refunding.  A deferred charge on refunding results from the 
difference in the carrying value of the refunded debt and its reacquisition price.  This 
amount is deferred and amortized over the shorter life of the refunded or refunding debt. 
 
In addition to liabilities, the statement of financial position will sometimes report a 
separate section for deferred inflows of resources.  The 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 government has only one type of item, which arises only 
under a modified accrual basis of accounting that qualifies for reporting in this category.   
 
Accordingly, the item, unavailable revenue, is reported only in the governmental funds 
balance sheet.  The governmental funds report unavailable revenues from property 
taxes.  This amount is deferred and recognized as an inflow of resources in the period 
that the amount becomes available. 
 
Long-term Obligations - In the government-wide financial statements, long-term 
obligations are reported as liabilities in the applicable governmental activities statement 
of net position.  Bond premiums and discounts are deferred and amortized over the life 
of the bonds using the effective interest method.  Bonds payable are reported net of the 
applicable bond premium or discount. 
 
In the fund financial statements, bond premiums and discounts are recognized during 
the current period.  The face amount of debt issued is reported as other financing 
sources while discounts on debt issuances are reported as other financing uses.  
Issuance costs, whether or not withheld from the actual debt proceeds received, are 
reported as debt service expenditures. 
 
Net Position - In the government-wide financial statements, net position represents the 
difference between total assets and total liabilities.   
 
Net investment in capital assets - Consists of capital assets less accumulated 
depreciation and the net of outstanding balances of any debt used to finance those 
assets, such as capital leases and bonds. 
 
Restricted net position - Consists of net position with constraints placed on their use by 
(1) external groups such as creditors, grantors, contributors, or laws or regulations of 
other governments; or (2) law through constitutional provisions or enabling legislation. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Fund Balance - As prescribed by GASB Statement No. 54, Fund Balance Reporting and 
Governmental Fund Type Definitions, fund balance classifications are based primarily on  
the extent to which the JPA is bound to honor constraints on the specific purposes for 
which amounts in the funds can be spent.  Fund balances are classified as follows: 
 
Nonspendable - Assets legally or contractually required to be maintained or are not in 
spendable form, such as fund balance associated with inventories, prepaids, long-term 
loans and notes receivable, and property held for resale (unless the proceeds are 
restricted, committed, or assigned).  
 
Restricted - Assets with externally imposed constraints, such as those mandated by 
creditors, grantors, contributors, or laws and regulations. 
 
Committed - Amounts that can be used only for the specific purposes determined by a 
formal action of the Board of the JPA (the JPA’s highest level of decision-making 
authority). 
 
Assigned - Amounts intended to be used by the government for specific purposes but do 
not meet the criteria to be classified as restricted or committed. The JPA’s policy 
authorizes the Lancaster County Budget and Fiscal Officer to assign funds for specific 
purposes.   
 
Unassigned - The residual classification for the government’s general fund and includes 
all spendable amounts not contained in the other classifications. 
 
Sometimes the government will fund outlays for a particular purpose from both restricted 
and unrestricted resources (the total of committed, assigned, and unassigned fund 
balance).  In order to calculate the amounts to report as restricted, committed, assigned, 
and unassigned fund balance in the governmental fund financial statements, a flow 
assumption must be made about the order in which the resources are considered to be 
applied.  The JPA considers restricted fund balance to have been depleted before using 
any of the components of unrestricted fund balance.  Further, when the components of 
unrestricted fund balance can be used for the same purpose, committed fund balance is 
depleted first, followed by assigned fund balance.  Unassigned fund balance is applied 
last. 
 
Budgets and Budgetary Accounting - The JPA follows the procedures described below in 
establishing the budgetary data reflected in the JPA’s financial statements in accordance 
with the statutory requirements of the Nebraska Budget Act. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
On or before August 1, the JPA Board prepares and transmits a budget for the JPA to 
the Lancaster County Board of Commissioners showing the projected requirements, 
operating reserve, cash on hand at the close of the preceding fiscal year, projected 
revenues collected from sources other than property tax, and amount to be raised by 
property taxation.  The budget is prepared on the cash receipts and disbursements basis  
of accounting.  Encumbrances are also reflected as expenditures for budgetary 
purposes.  At least one public hearing must be held by the JPA Board. 
 
On or before September 20 each year, the budget is adopted by the JPA Board and filed 
with the Lancaster County Clerk and the State Auditor’s Office. 
 
Use of Estimates - Management uses estimates and assumptions in preparing these 
financial statements in accordance with accounting principles generally accepted in the 
United States of America.  Those estimates and assumptions affect the reported 
amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and 
the reported revenues and expenses.  Actual results could vary from the estimates 
employed. 

 
 

2. CASH AND CASH EQUIVALENTS 
 
Deposits - At June 30, 2018, the reported amount of the JPA’s cash and cash 
equivalents held by the County Treasurer amounted to $2,703,339.  Custodial credit risk 
is the risk that in the event of a bank failure, a government’s deposits may not be 
returned to it.  The JPA’s deposit policy for custodial credit risk requires compliance with 
the provisions of state law. As of June 30, 2018, JPA’s deposits were not exposed to 
custodial credit risk since all were either covered by federal depository insurance or the 
collateral was held by the JPA’s agent in JPA’s name. 
 
Cash and cash equivalents consisted of the following as of June 30, 2018: 
 

Series 2009 - County Corrections $ 1,180,686 
Series 2009 - City Corrections 1,522,653 

$ 2,703,339 
 
 

3. DUE FROM OTHER GOVERNMENTAL AGENCIES 
 
Due from other governmental agencies consisted of amounts due from the State of 
Nebraska of $27,089 as of June 30, 2018. 
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4. CAPITAL ASSETS 

 
The changes in capital assets designated for the operation of the JPA for the year ended 
June 30, 2018 are as follows: 
 

 
  Balance 

June 30, 
2017 Additions  Deletions 

 

 

Balance 
June 30, 

2018 
Depreciable capital assets:        
Buildings  $ 61,352,030 $ -- $ --  $ 61,352,030
Machinery and equipment   4,302,794 --  101,211   4,201,583
Vehicles   26,141 --  --   26,141
   65,680,965 --  101,211   65,579,754
Accumulated depreciation:        
Buildings   4,575,142 1,227,040  --   5,802,182
Machinery and equipment   2,448,612 660,672  25,303   3,083,981
Vehicles   5,991 3,268  --   9,259
   7,029,745 1,890,980  25,303   8,895,422
Depreciable capital assets   58,651,220 (1,890,980)  (75,908)   58,684,332
        
Total capital assets  $ 58,561,220 $ (1,890,980) $ (75,908)  $ 56,684,332

 
 

5. LONG-TERM LIABILITIES 
 
The JPA’s long-term liabilities as of June 30, 2018 consisted of the following: 
 

 
 Beginning 

Balance 
 

Increase Decrease 
Ending 
Balance 

 Due Within 
One Year 

GO Bonds  $ 43,875,000 $ 36,275,000 $ 43,875,000 $ 36,275,000 $ 2,675,000
Premiums   638,556 6,376,531 930,611 6,084,476  --
Total long-term 

liabilities 
 

$ 44,513,556 $ 42,651,531 $ 44,805,611 $ 42,359,476 $ 2,675,000
 
On December 21, 2017, the JPA issued $36,275,000 Series 2017 advance refunding 
bonds at a premium of $6,376,531, with interest payable in scheduled semiannual 
installments due on June 1 and December 1, with principal amounts payable annually on 
December 1, ranging from $2,675,000 to $4,130,000, commencing December 1, 2018, 
with interest rates ranging from 4.0% to 5.0%, final payment due December 1, 2028.  
The average interest of these new bonds is 4.9%.  Total proceeds of the issuance was 
$42,651,531, these proceeds were used to refund $40,985,000 of outstanding Series 
2009 bonds.  
 
The economic gain (difference between the present value of the old and new debt 
service payments) is $629,396. 
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5. LONG-TERM LIABILITIES (CONTINUED) 

 
The maturities of long-term debt for the years ending after June 30, 2018 are as follows: 
 

Year Ending June 30, Principal Interest  Total 
2019 $ 2,675,000  $ 1,688,675  $ 4,363,675 
2020 2,710,000  1,567,600  4,277,600 
2021 2,820,000  1,442,900  4,262,900 
2022 2,960,000  1,298,400  4,258,400 
2023 3,110,000  1,162,200  4,272,200 

2024-2028 17,870,000  3,353,250  21,223,250 
2029 4,130,000  103,250  4,233,250 
Total $ 36,275,000  $ 10,616,275  $ 46,891,275 

Less current portion  (2,675,000)   
$ 33,600,000   

 
 

6. RISK MANAGEMENT 
 
The JPA is included in the insurance coverage of Lancaster County.  The JPA is 
exposed to various risks of loss related to torts; theft of, damage to, or destruction of 
assets, errors or omissions, and natural disasters.  These risks of loss are covered by 
various commercial insurance policies (with various deductibles), with the exception of 
general liability.  The self-insured retention is $250,000 per occurrence for general 
liability coverage. 
 
The self-insurance programs are administered by the County’s Risk Manager.  
Commercial insurance covers the excess of the self-insured amount to the maximum of 
$2,000,000 for employers’ liability and $5,000,000 for general liability. 
 
The County utilizes the services of an actuary to prepare an analysis of the self-insured 
general liability risks.  The analysis is used to assist the County with its financial 
planning, budgeting, and management of the self-insurance programs.  Settled claims 
have not exceeded commercial coverage for the last three years. 
 
The JPA has not developed an estimated liability for pending and incurred but not 
reported claims at June 30, 2018, due to claims being paid by the Other Self-Insurance 
funds at the County level.  Accounting principles generally accepted in the United States 
of America require that an estimated liability be developed for pending and incurred but 
not reported claims; however, there were no such claims pending at year-end. 
 
 

7. GASB 77 TAX ABATEMENTS 
 

 The JPA follows GASB Statement No. 77, Tax Abatement Disclosures, which enhances 
comparability of financial statements among governments by establishing disclosures 
about the nature and magnitude of tax abatements enabling users to understand 1) how 
tax abatements affect a government’s future ability to raise resources and meet its 
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7. GASB 77 TAX ABATEMENTS (CONTINUED) 
 
financial obligations and 2) the impact those abatements have on a government’s 
financial position and economic condition. 
 

 Implementation of this standard required the JPA to evaluate its agreements, determine 
which situations meet the definition of tax abatement, gather the appropriate information 
and add disclosures in its financial statements related to tax abatements. 
 
GASB 77 defines a tax abatement as a reduction in tax revenues that results from an 
agreement between one or more governments and an individual or entity in which 
(a) one or more governments promise to forgo tax revenues to which they are 
otherwise entitled and (b) the individual or entity promises to take a specific action after 
the agreement has been entered into that contributes to economic development or 
otherwise benefits the governments or citizens of those governments. 
 
In fiscal year 2018, the JPA property tax revenues were reduced by $105,123 due to 
agreements entered into by the City of Lincoln relating to tax incremental financing of 
areas considered blighted.  
 

 In fiscal year 2018, the JPA property tax revenues were reduced by $1,069 due to 
agreements entered into by the Cities of Waverly and Hickman relating to tax 
incremental financing areas considered blighted. 
 

 The JPA disclosed all known tax abatements. 
 
 

8. PENDING GOVERNMENTAL ACCOUNTING STANDARDS 
 
GASB Statement No. 83, Certain Asset Retirement Obligations, establishes criteria for 
determining the timing and pattern of recognition of a liability and a corresponding 
deferred outflow of resources for asset retirement obligations.  This standard applies to a 
government that has legal obligations to perform future asset retirement activities related 
to its tangible capital assets.  For governments impacted by other governments’ tax 
abatements, the following must be disclosed: (1) the nature of a government’s asset 
retirement obligations, (2) the methods and assumptions used for the estimates for the 
liabilities, and (3) the estimated remaining useful life of the associated tangible capital 
assets.  The provisions of this statement are effective for financial statements for the 
JPA’s fiscal year ending June 30, 2019. 
 
GASB Statement No. 86, Certain Debt Extinguishment Issues, improves consistency in 
accounting and financial reporting for in-substance defeasance of debt by providing 
guidance for transactions in which cash and other monetary assets acquired with only 
existing resources-resources other than the proceeds of refunding debt-are placed in an 
irrevocable trust for the sole purpose of extinguishing debt. This statement improves 
accounting and financial reporting for prepaid insurance on debt that is extinguished and 
notes to the financial statements for debt that is defeased in substance. The provisions 
of this statement are effective for financial statements for the JPA’s fiscal year ending 
June 30, 2019. 
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8. PENDING GOVERNMENTAL ACCOUNTING STANDARDS (CONTINUED) 

 
GASB Statement No. 87, Leases, improves accounting and financial reporting for leases 
by governments. This statement requires recognition of certain lease assets and 
liabilities for leases that previously were classified as operating leases and recognized 
as inflows of resources or outflows of resource based on the payment provisions of the 
contract. It establishes a single model for lease accounting based on foundational 
principle that leases are financings of the right to use an underlying asset. Under this 
statement, a lessee is required to recognize a lease liability and an intangible right-to-
use lease asset, and a lessor is required to recognize a lease receivable and a deferred 
inflow of resources, thereby enhancing the relevance and consistency of information 
about governments’ leasing activities. Provisions of this statement are effective for 
financial statements for the JPA’s fiscal year ending June 30, 2021. 
 
GASB Statement No. 88, Certain Disclosures Related to Debt, Including Direct 
Borrowings and Direct Placements, improves information that is disclosed in notes to 
government financial statements related to debt, including direct borrowings and direct 
placements. It also clarifies which liabilities governments should include when disclosing 
information related to debt. Provisions of this statement are effective for financial 
statements for the JPA’s fiscal year ending June 30, 2019. 
 
GASB Statement No. 89, Accounting for Interest Cost Incurred Before the End of a 
Construction Period, enhances the relevance and comparability of information about 
capital assets and the cost of borrowing for a reporting period. It also simplifies the 
accounting for interest cost incurred before the end of a construction period. Provisions 
of this statement are effective for financial statements for the JPA’s fiscal year ending 
June 30, 2021. 



 

 

REQUIRED SUPPLEMENTARY INFORMATION 
 



Joint Public Agency

Original Final
Budget Budget Actual Variance

Revenues
Taxes $ 4,790,784 $ 4,790,784      $ 4,588,895     $ (201,889)   
State revenue 15,100       15,100             363,232         348,132      
Interest income 7,000       7,000             268,668        261,668    
Other intergovernmental 1,500       1,500             1,525            25             
Other -          -                 1,281            1,281        

Total revenues 4,814,384  4,814,384        5,223,601      409,217      

Expenditures
Debt service:

Principal 2,890,000 2,890,000      2,890,000     -           
Interest 1,971,505 2,771,505      2,751,749     19,756      
Other -          400,000         387,038        12,962      

Total expenditures 4,861,505 6,061,505      6,028,787     32,718      

Other financing sources (uses)
Surplus sales -          -                 1,649            1,649        
Issuance of bonds -          43,500,000    36,275,000    (7,225,000)
Premium on issuance of bonds -                 6,376,531     6,376,531 
Payment to refunding escrow -          (42,300,000)   (42,252,952) 47,048      

Total other financing sources (uses) -          1,200,000      400,228        (799,772)   

Deficiency of revenues over
expenditures (budgetary basis) $ (47,121)     $ (47,121)            (404,958)        $ (357,837)     

Adjustments required under accounting 
principles generally accepted in the 
United States of America:

To adjust receipts for accruals (net) (360,510)        
To adjust expenditures for accruals (net) 952,537         

Deficiency of revenues (modified accrual basis)
over expenditures $ 187,069         

Lancaster County Correctional Facility 

Year Ended June 30, 2018
in Fund Balance - Budget to Actual (Budgetary Basis)
Schedule of Revenues, Expenditures and Changes

(A Component Unit of Lancaster County)
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NOTE A - STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND 
BALANCE - BUDGET TO ACTUAL (BUDGETARY BASIS) 

 
Basis of Accounting 
 
The accompanying Statement of Revenues, Expenditures and Changes in Fund Balance - Budget to 
Actual is presented on the modified cash basis of accounting, which includes cash receipts and 
disbursements, modified for encumbrances.  Encumbrances are also reflected as expenditures for 
budgetary purposes.   
 
Budget Law 
 
The JPA is required by state law to hold public hearings and adopt annual budgets for all funds on the 
budgetary basis of accounting.  Total expenditures for each fund may not exceed the total budgeted 
expenditures.  Any revisions to the adopted budget of total expenditures to any fund require a public 
hearing. 



 

 

 
 

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 

 
Board of the Joint Public Agency 
Lancaster County Correctional Facility Joint Public Agency 

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 governmental fund of the Lancaster County Correctional Facility Joint Public Agency 
(JPA), as of and for the year ended June 30, 2018, and the related notes to the financial statements, 
which collectively comprise the JPA’s basic financial statements, and have issued our report thereon 
dated December 17, 2018. 

Internal Control Over Financial Reporting  

In planning and performing our audit of the financial statements, we considered the JPA’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 JPA’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the JPA’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. 

Compliance and Other Matters  

As part of obtaining reasonable assurance about whether the JPA’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 Standard. 
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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. 
 

Allen, Gibbs & Houlik, L.C. 
                                                                                CERTIFIED PUBLIC ACCOUNTANTS 
December 17, 2018 
Wichita, KS 


