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Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to you in
our engagement letter and in our meeting about planning matters on March 6, 2019.

Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, and our firm has complied with all relevant
ethical requirements regarding independence.

Qualitative Aspects of the County’s Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by the County is included in Note 1 to the financial statements.

As described in Note 19 to the financial statements, the County changed accounting policies related to
accounting for OPEB plans by adopting Statement of Governmental Accounting Standards (GASB
Statement) No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions. The cumulative effect of the accounting change as of the beginning of the year is reported in
the Statement of Activities.

No matters have come to our attention that would require us, under professional standards, to inform
you about (1) the methods used to account for significant unusual transactions and (2) the effect of
significant accounting policies in controversial or emerging areas for which there is a lack of
authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s current judgments. Those judgments are normally based on knowledge and
experience about past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ markedly from management’s
current judgments.

The most sensitive accounting estimates affecting the financial statements were:

* Management’s estimate of the useful lives of depreciable capital assets is based on the length of
time it is believed that those assets will provide some economic benefit in the future.

" Management’s estimate of the accrued compensated absences is based on current hourly rates and
policies regarding payment of sick and vacation banks.

* Management’s estimate of the allowance for uncollectible receivable balances is based on past
experience and future expectation for collection of various account balances.
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* Management’s estimate of the insurance claims incurred but not reported is based on information
provided by the entity’s third party administrators and subsequent claims activity.

* The assumptions used in the actuarial valuations of the pension and other postemployment benefits
plans are based on historical trends and industry standards.

We evaluated the key factors and assumptions used to develop these estimates and determined that
they are reasonable in relation to the basic financial statements taken as a whole and in relation to the
applicable opinion units.

Significant Difficulties Encountered During the Audit

We encountered no significant difficulties in dealing with management relating to the performance of
the audit.

Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known and
likely misstatements identified during the audit, other than those that we believe are trivial, and
communicate them to the appropriate level of management. Further, professional standards require us
to also communicate the effect of uncorrected misstatements related to prior periods on the relevant
classes of transactions, account balances or disclosures, and the financial statements as a whole and
each applicable opinion unit. In addition, professional standards require us to communicate to you all
material, corrected misstatements that were brought to the attention of management as a result of our
audit procedures. None of the misstatements detected as a result of audit procedures and corrected by
management were material, either individually or in the aggregate, to the financial statements taken as
a whole.

The schedule of adjustments passed is included with management’s written representations in
Attachment C to this letter, and summarizes uncorrected financial statement misstatements whose
effects in the current and prior periods, as determined by management, are immaterial, both
individually and in the aggregate, to the financial statements taken as a whole and each applicable
opinion unit.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing
matter, which could be significant to the County’s financial statements or the auditors’ report. No such
disagreements arose during the course of the audit.

Representations Requested from Management

We have requested certain written representations from management, which are included in
Attachment C to this letter.






COUNTY OF BERRIEN, MICHIGAN

[ Attachment A - Comments and Recommendations
For the December 31, 2018 Audit

During our audit, we became aware of certain other matters that are opportunities for strengthening internal
control and/or improving operating efficiency. This memorandum summarizes our comments and
recommendations regarding these matters. Our consideration of the County's internal control over financial
reporting is described in our report, dated June 21, 2019, issued in accordance with Government Auditing
Standards. This memorandum does not affect that report or our report dated June 21, 2019, on the financial
statements of the County of Berrien, Michigan.

Payroll Timekeeping

During our review of payroll transactions related to the pension and OPEB census data, we noted two
employees were coded to temporary employee time codes instead of full-time employee time codes. This
resulted in these employees showing as ineligible for pension contributions in the census data, which was
incorrect. We recommend the County develop an exception report or other control over payroll to verify
every employee is coded correctly.

Road Fund Budget

As of September 27, 2017, the Berrien County Road Commission was dissolved and its operations became a
function of the County primary government. A budget for the Road Department special revenue fund was
adopted on an expenditure line item basis for the 12-month period ended September 30, 2018. In September
2018, the County amended the Road Department budget to reflect the change to the December 31 year end.
Due to this timing, the Road Department budget never went through the required budget hearing process with
the County's general and other special revenue funds. Additionally, the amended Road Fund budget was not
adopted at the department or activity level as required. As a result, the Road Fund presents a budget on a
different basis from the other special revenue funds of the County and that budget does not reconcile to the
schedules presented as other supplementary information in the County's financial statements. We recommend
the County adopt the Road Fund budget on the same basis as other special revenue funds, and in accordance
with the Michigan Uniform Budget Manual.
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COUNTY OF BERRIEN, MICHIGAN

. Attachment B - Upcoming Changes in Accounting Standards / Regulations
For the December 31, 2018 Audit

The following pronouncements of the Governmental Accounting Standards Board (GASB) have been released
recently and may be applicable to the County in the near future. We encourage management to review the
following information and determine which standard(s) may be applicable to the County. For the complete
text of these and other GASB standards, visit www.gasb.org and click on the “Standards & Guidance” tab. If
you have questions regarding the applicability, timing, or implementation approach for any of these
standards, please contact your audit team.

GASB 83 m Certain Asset Retirement Obligations
Effective 06/15/2019 (your FY 2019)

This standard addresses accounting and financial reporting for certain asset retirement obligations--legally
enforceable liabilities associated with the retirement of a tangible capital asset. We do not expect this
standard to have any significant effect on the County.

GASB 84 W Fiduciary Activities
Effective 12/15/2019 (your FY 2019)

This standard establishes new criteria for determining how to report fiduciary activities in governmental
financial statements. The focus is on whether the government is controlling the assets, and who the
beneficiaries are. Under this revised standard, certain activities previously reported in agency funds may be
reclassified in future periods. Due to the number of specific factors to consider, we will continue to assess
the degree to which this standard may impact the County.

GASB 87 W Leases
Effective 12/15/2020 (your FY 2020)

This standard establishes a single model for reporting all leases (including those previously classified as
operating and capital). Lessees will now report offsetting intangible lease assets and lease liabilities equal
to the present value of future lease payments. Lessors will report offsetting lease receivables and deferred
inflows of resources.

GASB 88 H Certain Disclosures Related to Debt
Effective 06/15/2019 (your FY 2019)

This standard provides guidance on note disclosures related to debt, including direct borrowings and direct
placements. It also clarifies which liabilities governments should include when disclosing information
related to debt. We do not expect this standard to have any significant effect on the County.

GASB 89 m Accounting for Interest Cost Incurred before the End of a Construction Period
Effective 12/15/2020 (your FY 2020)

This standard eliminates the requirement for governments to capitalize interest during the construction

period for business-type activities. As this simplifies the accounting for interest, early implementation is
encouraged. We do not expect this standard to have any significant effect on the County.
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COUNTY OF BERRIEN, MICHIGAN

. Attachment B - Upcoming Changes in Accounting Standards / Regulations
For the December 31, 2018 Audit

GASB 90 ®m Majority Equity Interests
Effective 12/15/2019 (your FY 2019)

This standard addresses situations in which a government acquires a majority of the equity interest in a
legally separate organization, and whether such holdings should be reported as an investment or a
component unit. We do not expect this standard to have any significant effect on the County.

GASB 91 m Conduit Debt Obligations
Effective 12/15/2021 (your FY 2021)

This standard defines "conduit debt obligations", where a government issues debt whose proceeds are
received and repaid by a third-party obligor without the issuer being primarily liable. The standard requires
issuers to disclose conduit debt obligations, but not to record a liability unless it is more likely than not
that a commitment made by the issuer will require it to support one or more debt payments for a conduit
debt obligation. We do not expect this standard to have any significant effect on the County.
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COUNTY OF BERRIEN, MICHIGAN

. Attachment C - Management Representations
For the December 31, 2018 Audit

The following pages contain the written representations that we requested from management.
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COUNTY OF BERRIEN, MICHIGAN

Berrien County Administration Center
701 Main Street St. Joseph, MI 49085

‘ . - 9 Telephone: (269) 983-7111
e S Fax: (269) 983-5422

J- We have provided to you our interpretations of any compliance requirements that have varying
interpretations.

k. We are responsible for establishing and maintaining effective internal control over compliance
requirements applicable to federal programs that provide reasonable assurance that we are
managing our federal awards in compliance with laws, regulations, and the provisions of
contracts and grant agreements that could have a material effect on our federal programs. Also,
no changes have been made in the internal control system to the date of this letter that might
significantly affect internal control, including any corrective action taken with regard to
significant deficiencies, including material weaknesses, reported in the schedule of findings and
questioned costs.

I. We have made available to you all contracts and grant agreements (including amendments, if
any) and any other correspondence with federal agencies or pass-through entities relating to
federal programs.

m. We have received no requests from a federal agency to audit one or more specific programs as a
major program.

n. We have identified and disclosed to you all amounts questioned and any known noncompliance
with the requirements of federal awards, including the results of other audits or program reviews.
We also know of no instances of noncompliance occurring subsequent to the end of the period
audited.

0. We have charged costs to federal awards in accordance with applicable cost principles, including
amounts claimed or used for matching determined in accordance with relevant guidelines in the

Uniform Guidance.

p. We have made available to you all documentation related to the compliance requirements,
including information related to federal program financial reports and claims for advances and
reimbursements.

q. Federal program financial reports and claims for advances and reimbursements are supported by
the books and records from which the basic financial statements have been prepared (and are
prepared on a basis consistent with the schedule of expenditures of federal awards).

r. The copies of federal program financial reports provided to you are true copies of the reports
submitted, or electronically transmitted, to the respective federal agency or pass-through entity, as
applicable.

s.  We are responsible for and have accurately prepared the summary schedule of prior audit findings
to include all findings required to be included by the Uniform Guidance, and we have provided
you with all information on the status of the follow-up on prior audit findings by federal awarding
agencies and pass-through entities, including all management decisions.

t.  We have disclosed to you the findings received and related corrective actions taken for previous
audits, attestation engagements, and internal or external monitoring that directly relate to the
objectives of the compliance audit, including findings received and corrective actions taken from
the end of the period covered by the compliance audit to the date of the auditor’s report.




COUNTY OF BERRIEN, MICHIGAN
Berrien County Administration Center

701 Main Street St. Joseph, MI 49085

Telephone: (269) 983-7111

Fax: (269) 983-5422

u. We are responsible for and have accurately completed the appropriate sections of the Data
Collection Form as required by the Uniform Guidance, and we are responsible for preparing and
implementing a correction action plan for each audit finding.

v. We have disclosed all contracts or other agreements with service organizations and disclosed to

you all communications from these service organizations relating to noncompliance at the
organizations.

w. We have reviewed, approved, and taken responsibility for the financial statements and related
notes.

x. We have disclosed to you the nature of any subsequent events that provide additional evidence
with respect to conditions that existed at the end of the reporting period that affect noncompliance
during the reporting period.

Dc@ﬁl’s’b. Jam s Financial Services Director




COUNTY OF BERRIEN, MICHIGAN

Il Schedule of Adjustments Passed (SOAP)
For the December 31, 2018 Audit

In accordance with generally accepted auditing standards, we have prepared the following schedule of proposed audit
adjustments, which we believe are immaterial both individually and in the aggregate. We are providing this schedule to
both management and those charged with governance to receive their assurance that they agree that the amounts listed
below are not material to the financial statements, either individually or in the aggregate, and do not need to be recorded.

Effect of Passed Adjustment - Over(Under)Statement

Beginning Expenses/
Assets Liabilities Equity Revenues Expenditures
Road fund / governmental activities
Current year effect of prior year underaccrual
of benefits payable related to year end
payroll accrual $ - % - % 23,000 $ - $ 23,000
Misstatement as a percentage of
total expenses - governmental activities 0.00% 0.00% 0.02% 0.00% 0.02%

Because a detailed subledger of special assessments outstanding by parcel does not exist, the amount reported as special
assessments receivable at year end does not accurately factor in specific payment activities by individual property owners. As a
result, the financial statements are potentially misstated amounts that are material to the Drain Commission, although the exact

amounts are not determinable.
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