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INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
Cass District Library
Cassopolis, Michigan

We have audited the accompanying financial statements of the governmental activities and the major
fund, of the Cass District Library (the “Library”) as of and for the year ended December 31, 2020, and the
related notes to the financial statements, which collectively comprise the Library’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. 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 major fund of the Cass District
Library, as of December 31, 2020, 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.



INDEPENDENT AUDITOR’S REPORT, CONCLUDED

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the required
supplementary information as identified on the table of contents page, 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.

Respectfully submitted,
et Gy

Certified Public Accountants
St. Joseph, Michigan
March 15, 2021



CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

Management’s Discussion and Analysis

As management of Cass District Library (the “Library”), we offer readers of the Library’s financial
statements this narrative overview and analysis of the financial activities of the Library for the year ended
December 31, 2020.

FINANCIAL HIGHLIGHTS

v The assets and deferred outflows of resources for the Library exceeded its liabilities and deferred
inflows of resources at the close of the most recent year by $2,163,027 and of this amount,
$879,901 is unrestricted and may be used to meet the Library’s ongoing obligations to citizens
and creditors.

v" The Library’s total net position increased by $337,020 and $65,279 for the years ended December
31, 2020 and 2019, respectively.

v As of the close of the current year, the Library’s governmental fund reported an ending fund
balance of $877,521. For this year, revenues exceeded expenditures by $36,485.

v Unassigned fund balance for the General Fund was $877,521 or 66.89%, and $841,036 or 67.81%
of the total General Fund expenditures for 2020 and 2019, respectively.

OVERVIEW OF FINANCIAL STATEMENTS

This annual report consists of three parts — management’s discussion and analysis (this section), the basic
financial statements, and required supplementary information. The basic financial statements include
information that presents two different views of the library:

o The first column of the financial statement includes information on the Library’s General Fund
under the modified accrual method. The fund financial statements focus on the current financial
resources and provide a more detailed view about the accountability of the Library’s sources and
uses of funds.

e The adjustment column of the financial statements represents adjustments necessary to convert
the fund financial statements to the government-wide financial statements under the full-accrual
method.

o The library as a whole financial statement column provides both long-term and short-term
information about the Library’s overall financial status. The Statement of Net Position and the
Statement of Activities provide information about the activities of the Library as a whole and
present a longer-term view of the Library’s finances. These statements tell how these services
were financed in the short-term as well as what remains for future spending.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial statements.



CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

Management’s Discussion and Analysis

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of the government’s financial
position. In the case of the Library, assets and deferred outflows of resources exceeded liabilities and
deferred inflows of resources by $2,163,027 at the close of the most recent year. A portion of the
Library’s net position, $1,283,126 is reflected in its net investment in capital assets. The Library uses
these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. The following table compares key financial information in a condensed format:

December 31,

2020 2019
Assets:
Current Assets $ 2,066,931 $ 2,024,587
Capital Assets, net 1,283,922 1,080,047
Total Assets $ 3,350,853 $ 3,104,634
Deferred Outflows of Resources $ 141,551 $ 108,250
Total Assets and Deferred Outflows of Resources $ 3,492,404 $ 3,212,884
Liabilities:
Current Liabilities $ 40,841 $ 82,246
Noncurrent Liabilities 14,107 160,535
Total Liabilities $ 54,948 $ 242,781
Deferred Inflows of Resources $ 1,274,429 $ 1,144,096
Net Position:
Net Investment in Capital Assets $ 1,283,126 $ 1,076,186
Unrestricted 879,901 749,821
Total Net Position $ 2,163,027 $ 1,826,007
Total Liabilities, Deferred Inflows of Resources and Net Position $ 3,492,404 $ 3,212,884
For the Year Ended December 31,
Revenues: 2020 2019
Taxes $ 1,131,041 $ 1,081,410
Other 217,254 277,807
Total Revenues $ 1,348,295 $ 1,359,217
Expenses-Library Services 1,011,275 1,293,938
Change in Net Position $ 337,020 $ 65,279

The unrestricted net position of $879,901 may be used to meet the Library’s ongoing obligations to
citizens and creditors. At the end of the current year, the Library is able to report positive balances in
both categories of net position for its governmental activities. The Library’s net position shows an
increase of $337,020.

The Library’s governmental revenues decreased by $10,922 and expenses decreased by $282,663.
Revenues increased due to decrease in USF grants and fees and book fines. Expenses decreased mainly
due to an decrease in salaries and internet services.



CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

Management’s Discussion and Analysis

GOVERNMENTAL FUND ANALYSIS

As noted earlier, the Library uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements.

Governmental Fund. The focus of the Library’s governmental fund is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
Library’s financing requirements. In particular, unassigned fund balance may serve as a useful measure
of a government’s net resources available for spending at the end of the year.

As of the end of the current year, the Library’s governmental fund reported ending fund balance of
$877,521 with an increase of $36,485. Most expenditures were comparable to 2019 with the exception
for the decrease in salaries and the decrease in internet service. All of the Library’s fund balance is
classified as unassigned fund balance, which is available for spending at the Library’s discretion. The
General Fund is the only operating fund of the Library.

LIBRARY BUDGETARY HIGHLIGHTS

Actual revenues that were collected were over the amended budget by $7,645.

Actual expenditures were under budget by $112,468 as capital expenditures, employee benefits, and
audiovisual, books, and periodicals were lower than what was budgeted.

CAPITAL ASSETS AND DEBT ADMINISTRATION

During current year, the Library invested $340,364 in capital assets for its governmental activities. This
investment includes library books and building improvements. The Library disposals are fully-depreciated
books. The Library expects that library books and equipment additions for 2021 will be about the same.

LONG-TERM DEBT

At December 31, 2020, the Library had total debt outstanding of $14,137. Outstanding debt consisted of
$796 for capital leases and $13,341 of compensated absences.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The Library’s goal is to maintain and enhance the services that are provided to the public utilizing the
most efficient and effective methods. The Library has a conservative and financially prudent budget for
the 2021 calendar year that will promote several of the Library’s activities and programs.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Library’s finances for all those with
an interest in its finances. Questions concerning any of the information provided in this report or requests
for additional financial information should be addressed to the Cass District Library, 319 M-62;
Cassopolis, Michigan 49031.



CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

Governmental Balance Sheet — Statement of Net Position

December 31, 2020
Library as a
General Fund Whole
Statement of Net
Balance Sheet- Adjustments  Position - Full
Modified Accrual (Note 2) Accrual
Assets and Deferred Outflows of Resources
Current Assets
Cash and cash equivalents $ 898,503 $ - 9 898,503
Receivables 1,168,428 - 1,168,428
Total Current Assets $ 2,066,931 $ - 9 2,066,931
Noncurrent Assets
Capital assets-net of
accumulated depreciation $ - $ 1283922 § 1,283,922
Total Assets $ 2,066,931 $ 1,283,922 $ 3,350,853
Deferred Outflows of Resources
Deferred pension amounts $ - § 141551 § 141,551
Total Assets and Deferred Outflows of Resources $ 2,066,931 § 1,425473 $ 3,492,404

Liabilities, Deferred Inflows of Resources, and Fund
Balance/Net Position

Liabilities
Current Liabilities
Accounts payable $ 13,310 $ - 8 13,310
Accrued payroll and other liabilities 13,394 - 13,394
Long-term debt, current portion
Capital lease - 796 796
Compensated absences - 13,341 13,341
Total Current Liabilities $ 26,704 $ 14,137  $ 40,841

Noncurrent Liabilities
Long-term debt, net current portion

Net pension liability $ -3 14,107 $ 14,107
Total Noncurrent Liabilities $ - $ 14,107 $ 14,107
Total Liabilities $ 26,704 $ 28,244 $ 54,948
Deferred Inflows of Resources
Taxes levied but intended for subsequent period $ 1,162,706 $ - $ 1,162,706
Deferred pension amounts - 111,723 111,723
Total Deferred Inflows of Resources $ 1,162,706 $ 111,723 ' $ 1,274,429

Fund Balance/Net Position
Fund Balance:

Unassigned $ 877,521 $§ (877,521) $ -
Total Fund Balance $ 877,521 $ (877,521) § -
Total Liabilities, Deferred Inflows of Resources, and Fund
Balance $ 2,066,931
Net Position
Net investment in capital assets $ 1,283,126 $ 1,283,126
Unrestricted 879,901 879,901
Total Net Position $ 2,163,027 § 2,163,027

The Notes to Financial Statements are an integral part of this statement.
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CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

Statement of Revenues, Expenditures, and Changes in Fund Balance/Statement of Activities
Year Ended December 31, 2020

General Fund Library as a
Revenues and Whole
Expenditures- Statement of
Modified Adjustments Activities-
Accrual (Note 2) Full Accrual
Revenues:
Taxes $ 1,131,041 $ - $ 1,131,041
State sources 31,704 - 31,704
USF grant 5,314 - 5,314
Penal fines 141,396 - 141,396
Fees and book fines 10,797 - 10,797
Investment income 1,904 - 1,904
Local contributions and other 26,139 - 26,139
Total revenues $ 1,348,295 $ - $ 1,348,295
Expenditures/Expenses:
Salaries $ 504,398 $ 3,017) $ 501,381
Payroll taxes 37,579 - 37,579
Employee benefits 101,398 (90,578) 10,820
Staff training 471 - 471
Office supplies 17,086 - 17,086
Audiovisual, books, and periodicals 117,538 (43,517) 74,021
Professional fees 15,244 - 15,244
Contractual services 33,650 - 33,650
Membership and recruitment 954 - 954
Internet service 5,017 - 5,017
Insurance 18,538 - 18,538
Processing costs 9,593 - 9,593
Travel 1,993 - 1,993
Programs 19,679 - 19,679
Utilities 58,258 - 58,258
Repairs and maintenance 33,046 - 33,046
Automation 33,603 - 33,603
Interest payments - 69 69
Depreciation - 136,489 136,489
Capital lease payments 3,134 (3,134) -
Capital expenditures/expenses 300,631 (296,847) 3,784
Total expenditures/expenses $ 1,311,810 $ (300,535 § 1,011,275
Excess (deficit) of revenues over (under)
expenditures/expenses $ 36,485 $ 300,535 $ 337,020
Fund Balance/Net Position-Beginning of Year 841,036 1,826,007
Fund Balance/Net Position-End of Year $ 877,521 $ 2,163,027

The Notes to Financial Statements are an integral part of this statement.
7



CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

NOTE 1.

Notes to the Financial Statements
December 31, 2020

NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Cass District Library (the “Library”) conform to accounting
principles generally accepted in the United States of America (“GAAP”) as applicable to
governmental units. The following is a summary of the significant accounting policies:

Reporting Entity

The Library is located in the Village of Cassopolis, Michigan and is governed by an eight
(8) member board. The Library is primarily funded through a tax levy, fines, fees, and
charitable donations. Revenue is used to operate and staff the Library. The
accompanying basic financial statements have been prepared in accordance with criteria
established by the Governmental Accounting Standards Board (the “GASB”) for
determining the various governmental organizations to be included in the reporting entity.
These criteria include oversight responsibility, scope of public service and special
financing relationships. The Library is a District Library formed pursuant to the District
Library Establishment Act (1989 Public Act 24) by an agreement between the Townships
of LaGrange, Howard, Mason, the Village of Edwardsburg, and the County of Cass.
Based on the significance of any operational or financial relations with the Library, there
are no component units to be included in these financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The Library’s basic financial statements include both government-wide (reporting the
Library as a whole) and fund financial statements (reporting the Library’s major funds).

Government-wide Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the
Statement of Activities) are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues, expenses, gains, losses, assets, deferred
outflows of resources, liabilities, and deferred inflows of resources resulting from
exchange and exchange-like transactions should be recognized when the exchange takes
place. Revenue is 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.

The Statement of Net Position includes and recognizes all long-term assets and
receivables and deferred outflows of resources as well as deferred inflows of resources
and long-term debt and obligations. The Library’s net position is reported in three parts:
net investment in capital assets; restricted net position; and unrestricted net position.

As a general rule, the effect of interfund activity has been eliminated from the
government-wide financial statements.



CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

NOTE 1.

Notes to the Financial Statements
December 31, 2020

NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, CONTINUED

Fund Financial Statements

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized
as soon as it is both measurable and available. Revenue is considered to be available if it
is collected within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the Library 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, expenditures relating to compensated absences, and
claims and judgments are recorded only when payment is due.

Revenues are recognized in the accounting period in which they become susceptible to
accrual — that is, when they become both measurable and available to finance
expenditures of the fiscal period. All other revenue items are considered to be available
only when cash is received by the Library.

The Library reports the following major governmental fund:

The General Fund is the Library’s operating fund. It accounts for all financial resources
of the general government.

Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources,
and Net Position or Equity

Capital Assets — Capital assets are defined by the Library as assets with an estimated
useful life in excess of one year that exceed $2,000. Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation.

Building improvements, furniture and fixtures, equipment, library books, periodicals,
etc., are depreciated using the straight-line method over the following useful lives:

Buildings 20 — 50 years
Building improvement 10 — 20 years
Furniture and fixtures 5—10 years
Library books, periodicals, etc. 10 years
Equipment 5—10 years

Compensated Absences (Vacation and Sick Leave) — It is the Library’s policy to
permit employees to accumulate earned but unused sick and vacation pay benefits. All
vacation and sick pay are accrued when incurred in the government-wide financial
statements. A liability for these amounts is reported in governmental funds only for
employee terminations as of year-end.



CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

NOTE 1.

Notes to the Financial Statements
December 31, 2020

NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, CONTINUED

Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources,
and Net Position or Equity, Continued

Property Taxes - Properties are assessed as of December 31. The related property taxes
are billed and become a lien on December 1% of the following year, at which time the
Library recognizes the levy. These taxes are due on February 15" with the final
collection date of February 28", Starting March 1%, they are added to the county tax
rolls.

Deferred Outflows of Resources - In addition to assets, the Statement of Net 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. As of December 31, 2020, the Library had
$141,551 classified as deferred outflows of resources related to the pension plan.

Deferred Inflows of Resources - In addition to liabilities, the Statement of Net 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 will not be recognized as an inflow of
sources (revenue) until that time. The governmental funds report unavailable revenues,
which arise only under a modified accrual basis of accounting, for long-term receivables.
These amounts are deferred and recognized as an inflow of resources in the period that
amounts become available. As of December 31, 2020, the Library had $1,162,706
classified as deferred inflows of resources for taxes levied but intended for a subsequent
period and $111,723 classified as deferred inflows of resources related to the pension
plan.

Fund Equity — The Library follows GASB Statement Number 54, Fund Balance
Reporting and Governmental Fund Type Definitions.

The following are definitions for the Library’s fund balance classifications:

Non spendable fund balance - includes amounts that cannot be spent because they are
either (a) not in spendable form or (b) legally or contractually required to be maintained
intact.

Restricted fund balance - includes amounts that can be spent only for specific purposes
stipulated by what the external resource provides (for example grant providers,
constitutionally, or through enabling legislation). Effectively, restrictions may be
changed or lifted only with the consent of resource providers.

10



CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

NOTE 1.

Notes to the Financial Statements
December 31, 2020

NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, CONTINUED

Assets, Deferred Outflows of Resources, Deferred Inflows of Resources, Liabilities,
and Net Position or Equity, Concluded

Fund Equity, Concluded

Committed fund balance - includes amounts that can be used only for specific purposes
determined by a formal action of the library’s highest level of decision-making authority.
Commitments may be changed or lifted only by the library taking the same formal action
that imposed the constraint originally.

Assigned fund balance - includes amounts that are constrained by the library’s intent to
be used for a specific purpose, but are neither restricted nor committed.

Unassigned fund balance - is the residual classification for the General Fund. This
classification represents fund balance that has not been assigned to other funds that has
not been restricted, committed, or assigned to specific purposes within the General Fund.

Fund Equity Flow Assumptions - Sometimes the Library 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. It is the Library’s policy to consider restricted
fund balance to have been depleted before using any 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.

Net Position Flow Assumption - Sometimes the Library will fund outlays for particular
purpose from both restricted (e.g., restricted bond or grant proceeds) and unrestricted
resources. In order to calculate the amounts of net position to report as restricted and
unrestricted in the government-wide financial statements, a flow assumption must be
made about the order in which the resources are considered to be applied.

Pension — For purposes of measuring the net pension liability, deferred outflows of
resources, and deferred inflows of resources related to pensions, and net pension expense,
information about the fiduciary net position of the Municipal Employees Retirement
System (“MERS”) of Michigan and additions to deductions from MERS’ fiduciary net
position have been determined on the same basis as they are reported by MERS. For this
purpose, benefit payments (including refunds of employee contributions) are recognized
when due and payable in accordance with the benefit terms. Investments are reported at
acquisition value.

11



CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

NOTE 1.

NOTE 2.

Notes to the Financial Statements
December 31, 2020

NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, CONCLUDED

Use of Estimates - The preparation of financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities, as well as
deferred inflows and deferred outflows of resources at the date of the financial statements
and the reported amounts of revenue and expenses during the period. Actual results
could differ from those estimates.

RECONCILIATION OF GOVERNMENT — WIDE AND FUND FINANCIAL STATEMENTS

Total fund balances and the net change in fund balances of the Library’s governmental
funds differ from net position and change in net position of the governmental activities
reported in the Statement of Net Position and Statement of Activities. This difference
results primarily from the long-term economic focus of the Statement of Net Position and
Statement of Activities versus the economic focus of the statement of the governmental
fund balance sheet and statement of revenues, expenditures, and changes in fund
balances. The following is a reconciliation of fund balance to net position and net change
in fund balances to the net change in net position

Adjustments for Balance Sheet to Statement of Net Position:

Total Fund Balance-Modified Accrual Basis $ 877,521

Amounts reported in the Statement of Net Position are different because:
Capital assets (net of depreciation) are not financial resources, and are not

reported in the General Fund. 1,283,922
Long-term liabilities are not due and payable in the current period and are

not reported as a liability in the General Fund. (796)
Deferred outflows of resources related to pensions 141,551
Net pension liability (14,107)
Deferred inflows of resources related to pension plan (111,723)
Compensated absences are not included as a liability in the General Fund. (13,341)
Total Net Position-Full Accrual Basis $ 2,163,027

12



CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

Notes to the Financial Statements
December 31, 2020

NOTE 2. RECONCILIATION OF GOVERNMENT — WIDE AND FUND FINANCIAL STATEMENTS,
CONCLUDED

Adjustments for Statement of Revenues and Expenditures and Changes in Fund Balance
to Statement of Activities:

Net Change in Fund Balance-Modified Accrual Basis $ 36,485

Amounts reported in the Statement of Activities are different because:

Capital outlay is not an expense of the current period 340,364

Capital costs are allocated over their estimated useful lives as depreciation (136,489)

Change in the accrual for long-term compensated absences reported as an

expense in the Statement of Activities, but not in the General Fund's

statements 3,017
Change in pension expense and related deferred outflows and inflows of

resources 90,578

Repayments of capital lease are reported as an expenditure in the General
Fund's statements, but not in the Statement ofAactivities (where it reduces

long-term debt) 3,065
Change in Net Position of Governmental Activities $ 337,020
NOTE 3. DEPOSITS AND INVESTMENTS

At December 31, 2020, the Library’s deposits and investments include the following:

Cash and Cash
Equivalents
Cash on hand $ 450
Bank deposits 898,053
Total $ 898,503

Bank Deposits - All cash of the Library is on deposit with financial institutions which
provide FDIC insurance coverage.

Custodial Credit Risk - Deposits: In the case of deposits, this is the risk that in the
event of a bank failure, the Library’s deposits may not be returned to it. As of December
31, 2020, $651,184 of the Library’s bank balance was exposed to custodial risk because it
was uninsured or collateralized with securities held by the pledging financial institution’s
trust department or agent, but not in the Library’s name. The Library does not have a
deposit policy for custodial credit risk.

Investments - The Library is authorized by Michigan Public Act 20 of 1943 (as
amended) to invest surplus monies in U.S. bonds and notes, certain commercial paper,
U.S. government repurchase agreements, banker’s acceptances and mutual funds and
investment pools that are composed of authorized investment vehicles.

13



CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

NOTE 3.

NOTE 4.

Notes to the Financial Statements
December 31, 2020

DEPOSITS AND INVESTMENTS, CONCLUDED
Investments - Concluded

The Library does not have a policy for interest rate, credit, concentration of credit, or
custodial risk relating to investments.

Acquisition Value Measurements: The Library categorizes its acquisition value
measurements within the hierarchy established by GAAP. The hierarchy is based on the
valuation inputs used to measure the acquisition value of the asset. Level 1 inputs are
quoted prices in active markets for identical assets; Level 2 inputs are significant other
observable inputs; Level 3 inputs are significant unobservable inputs. The Library had no
deposits subject to acquisition value measurements as of December 31, 2020.

Foreign Currency Risk: The Library is not authorized to invest in investments which
have this type of risk.

BUDGET INFORMATION

The annual budget is prepared by the Library Director and adopted by the Library Board
of Trustees; subsequent amendments are approved by the Library Board of Trustees.
Unexpended appropriations lapse at year end; encumbrances are not included as
expenditures. There were no encumbrances outstanding at December 31, 2020. During
the current year, the budget was amended in a legally permissible manner. The budget
statement (statement of revenues, expenditures and changes in fund balance — budget and
actual) is presented on the same basis of accounting used in preparing the adopted
budget.

The budget has been adopted on a line-item basis; expenditures at this level in excess of
amounts budgeted are a violation of Michigan law. A comparison of the actual results of
operations of the General Fund budget, as adopted by the Library Board of Trustees, is
available at the Library for inspection.

Excess of Expenditures Over Appropriations in Major Budgeted Funds- See the Library’s
budgetary comparison schedule for the General Fund for budget variances. Funds
sufficient to provide for excess expenditures were made available from other functions in
the fund, and the excess had no impact on the financial results of the Library.

Fund Deficit - As of December 31, 2020, the Library has no accumulated fund balance
deficit reported in the General Fund.

Net Position Deficit — As of December 31, 2020, the Library has no accumulated net
position deficit.
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CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

Notes to the Financial Statements
December 31, 2020

NOTE S. CAPITAL ASSETS

Capital asset activity of the Library’s governmental activities was as follows:

Balance Disposals and Balance at
1/1/2020 Additions Adjustments 12/31/20

Assets not being depreciated:
Land $ 13,207  § - 8 - 8 13,207
Construction in process 36,965 281,347 318,312

Subtotal $ 50,172 § 281,347 § - $ 331,519
Depreciable capital assets:
Building and improvements $ 1,011,795 § 11877 $ - $ 1,023,672
Furniture and equipment 240,976 3,623 - 244,599
Computer equipment 21,780 - - 21,780
Vehicles 27,730 - - 27,730
Books, audiovisual, periodicals 962,876 43,517 (150,000) 856,393

Subtotal $ 2265157 § 59,017 § (150,000) $ 2,174,174
Less: Accumulated Depreciation
Building and improvements $  (288,153) § (40,939) § - § (329,092)
Furniture and fixtures (195,032) (34,090) - (229,122)
Computer equipment (21,780) - - (21,780)
Vehicles (22,184) (5,546) - (27,730)
Books, audiovisual, periodicals (708,133) (55,914) 150,000 (614,047)

Subtotal $ (1,235282) § (136,489) $ 150,000 $ (1,221,771)
Net depreciable capital assets $ 1,029,875 $ 952,403
Net capital assets $ 1,080,047 $ 1,283,922

Capital assets, including library books, are recorded at cost. Depreciation expense was
$136,489 for the year ended December 31, 2020.
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CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

NOTE 6.

NOTE 7.

NOTE 8.

NOTE 9.

Notes to the Financial Statements
December 31, 2020

CAPITAL LEASES

The Library has a capital lease for copiers. The future minimum lease payments are as
follows:

Year Ended December 31, Principal
2021 $ 796
Total minimum lease payments $ 796
Less amount representing interest (69)
Present value of minimum lease payments ~ $ 727
Assets Amount
Equipment $ 15,326
Less accumulated depreciation (15,326)
Net book value $ -

Interest expense for the year ended December 31, 2020 amounted to $69.
COMPENSATED ABSENCES

Compensated absences for the year ended December 31, 2020 are as follows:

Beginning Balance Net Change Ending Balance
Compensated Absences  $ 16,358 $ (3,017) $ 13,341
$ 16,358 § (3,017) $ 13,341

LEASES

The Library leases its main facility, located in Cassopolis, from the County of Cass for an
annual cost of $1 plus maintenance and repairs.

RISK MANAGEMENT
The Library is exposed to various risks of loss related to property loss, errors and
omissions and employee injuries (workers’ compensation), as well as medical benefits

provided to employees. The Library obtains general liability insurance to cover those
risks at a cost it considers to be economically justifiable.
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CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

NOTE 10.

Notes to the Financial Statements
December 31, 2020

EMPLOYEE RETIREMENT AND BENEFIT SYSTEMS - MERS

Defined benefit pension plan

General Information about the Pension Plan

Plan Description - The Library’s defined benefit pension plan provides certain
retirement, disability and death benefits to plan members and beneficiaries. The Library
participates in the Municipal Employees Retirement System (“MERS”) of Michigan.
MERS is an agent multiple employer, statewide public employee pension plan
established by the Michigan Legislature under Public Act 135 of 1945 and administered
by a nine member Retirement Board. MERS issues a publicly available financial report
that includes financial statements and required supplementary information. This report
may be obtained accessing the MERS website at www.mersofmich.com.

Benefits provided — Benefits provided include a plan with a multiplier of 1.50%.
Vesting periods are 6 years. Normal retirement age is 60 with early retirement at 50 with
25 years of service or 55 with 15 years of service. Final average compensation is
calculated based on 5 years. Member contributions are 2% percent.

Employees covered by benefit terms — At the December 31, 2019 valuation date, the
following employees were covered by benefit terms:

Inactive employees or beneficiaries

currently receiving benefits 7

Inactive employees entitled to, but not

yet receiving benefits 10

Active employees 11
28

Contributions — The Library is required to contribute amounts at least equal to the
actuarially determined rate, as established by MERS Retirement Board. The actuarially
determined rate is the estimated amount necessary to finance the cost of benefits earned
by employees during the year, with an additional amount to finance any unfunded
accrued liability. The employer may establish contribution rates to be paid by its covered
employees. Employer contributions were 6.20% based on annual payroll for open-
divisions.

Net pension liability — The employers’ net pension liability was measured as of

December 31, 2019, and the total pension liability used to calculate the net pension
liability was determined by an annual actuarial valuation as of that date.
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CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

NOTE 10.

Notes to the Financial Statements
December 31, 2020

EMPLOYEE RETIREMENT AND BENEFIT SYSTEMS — MERS, CONTINUED

Actuarial assumptions — The total pension liability in the December 31, 2019 annual
actuarial valuation was determined using the following actuarial assumptions, applied to
all periods included in the measurement include:

¢ Inflation 2.5%
e Salary increases 3.75% in the long-term

e Investment rate of return of 7.75%, net of investment expense, including
inflation.

Although no specific price inflation assumptions are needed for the valuation, the 2.5%
long-term wage inflation assumption would be consistent with a price inflation of 3-4%.

Mortality rates used were based on the RP-2014 Group Annuity Mortality Table of a 50%
Male and 50% Female blend.

The actuarial assumptions used in valuation were based on the results of the most recent
actuarial experience study of 2009-2013.

The long-term expected rate of return on pension plan investments was determined using
a model method in which the best-estimate ranges of expected future real rates of return
(expected returns, net of investment and administrative expenses and inflation) are
developed for each major asset class. These ranges are combined to produce the long-
term expected rate of return by weighting the expected future real rates of return by the
target asset allocation percentage and by adding expected inflation. The target allocation
and best estimates of arithmetic real rates of return for each major asset class are
summarized in the following table:

Long-term expected real

Asset Class Target Allocation rate of return

Global equity 57.5% 5.02%
Global fixed income 20.0% 2.18%
Real assets 12.5% 4.23%
Diversifying strategies 10.0% 6.56%

Discount rate — The discount rate used to measure the total pension liability is 7.60%.
The projection of cash flows used to determine the discount rate assumes that employer
and employee contributions will be made at the rates agreed upon for employees and the
actuarially determined rates for employers. Based on these assumptions, the pension
plans fiduciary net position was projected to be available to pay all projected future
benefit payments of current active and inactive employees. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of
projected benefit payments to determine the total pension liability.
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CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

Notes to the Financial Statements

December 31, 2020
NOTE 10. EMPLOYEE RETIREMENT AND BENEFIT SYSTEMS — MERS, CONTINUED
Increase/(Decrease)
Total
Pension Plan Fiduciary Net Pension
Liability Net Position  Liability (Asset)

Beginning Balance at 12-31-18 $1,086,239 § 926,500 $ 159,739
Changes for the Year
Service cost 28,087 - 28,087
Interest on the total pension liability 86,374 - 86,374
Changes in benefits - - -
Difference between expected and
actual experience (130,425) - (130,425)
Changes in assumptions 28,112 - 28,112
Employer contributions - 25,263 (25,263)
Employee contributions - 8,317 (8,317)
Net investment income - 126,378 (126,378)
Benefit payments, including
employee refunds (41,216) (41,216) -
Administrative expense - (2,178) 2,178
Other changes - - -

Net changes $ (29,068) $ 116,564 §  (145,632)
Ending Balance at 12-31-19 $1,057,171  $ 1,043,064 § 14,107

Sensitivity of the net pension liability to changes in the discount rate — The following
presents the net pension liability of the employer, calculated using the discount rate of
7.60%, as well as what the employer’s net pension liability/(asset) would be using a
discount rate that is 1% point lower (6.60%) or 1% higher (8.60%) than the current rate.

1% decrease Current discount 1% increase

(6.60%)  rate (7.60%) (8.60%)

$ 14,107
Calculated NPL 132,007 - (111,335)
Change in Net Pension Liability (Asset) $ 146,114 § 14,107  $ (97,228)
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NOTE 10.

NOTE 11.

Notes to the Financial Statements
December 31, 2020

EMPLOYEE RETIREMENT AND BENEFIT SYSTEMS — MERS, CONCLUDED
Pension expense and deferred outflows of resources and deferred inflows of
resources related to pensions — For the year ended December 31, 2020, the employer

recognized pension expense of $(44,899). The employer reported deferred outflows and
inflows of resources related to pensions from the following sources:

Deferred outflows of Deferred inflows of

resources resources

Differences in experience $ - S (111,723)
Differences in assumptions 21,084 -
Excess (Deficit) Investment

Returns 91,061 -
Contributions subsequent to the

measurement date* 29,406 -
Total $ 141,551 $ (111,723)

*The amount reported as deferred outflows of resources resulting from contributions
subsequent to the measurement date will be recognized as a reduction to the net pension
liability for the year ending December 31, 2020.

Other amounts reported as deferred outflows and inflows of resources related to pension
will be recognized in pension expense as follows:

Year Ended
2021 $ (13,517)
2022 (4,725)
2023 8,133
2024 10,531

$ 422

RECEIVABLES AND PAYABLES

Receivables as of December 31, 2020 for the Library’s General Fund consisted of
$1,162,939 of taxes receivable for next year’s levy and $5,489 of other receivables.

Payables as of December 31, 2020 for the Library’s General Fund consisted of $13,310
of accounts payable and $13,394 of accrued payroll and other liabilities.
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CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

NOTE 12.

NOTE 13.

NOTE 15.

Notes to the Financial Statements
December 31, 2020

TAX ABATEMENTS

The Library receives reduced property tax revenues as a result of Industrial Facilities Tax
exemptions granted by various municipalities within the Library’s authority. Industrial
facility exemptions are intended to promote construction of new industrial facilities, or to
rehabilitate historical facilities. For the fiscal year ended December 31, 2020, the
Library’s property tax revenues were reduced by $3,045 under these Industrial Facilities
Tax exemptions.

UPCOMING PRONOUNCEMENTS

In June 2017, the GASB issued Statement No. 87, Leases, which 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 resources based on the
payment provisions of the contract. It establishes a single model for lease accounting
based on the foundational principle that leases are financings of the 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. The Library is currently evaluating the
impact this standard will have on the financial statements when adopted. The provisions
of this statement are effective for fiscal years beginning years after June 15, 2021.

SUBSEQUENT EVENTS
The Library has evaluated subsequent events through March 15, 2021, the date the

financial statements were available to be issued. No events or transactions occurred
during this period which require recognition or disclosure in the financial statements.
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CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

Revenues:
Taxes
State sources
USF grant
Penal fines
Fees and book fines
Investment income
Local contributions and other
Total revenues
Expenditures:
Salaries
Payroll taxes
Employee benefits
Staff training
Office supplies
Audiovisual, books, and periodicals
Professional fees
Contractual services
Membership and recruitment
Internet service
Insurance
Processing costs
Travel
Programs
Utilities
Repairs and maintenance
Automation
Capital expenditures
Total expenditures

Excess of revenues over expenditures

Fund Balance-Beginning of Year
Fund Balance-End of Year

Required Supplementary Information
Budgetary Comparison Schedule — General Fund
Year Ended December 31, 2020

Originally Variance
Adopted Amended Favorable
Budget Budget Actual (Unfavorable)
$1,050,000  $1,121,294  $1,131,041 $ 9,747
30,000 31,704 31,704 -

- - 5314 5314

110,000 141,396 141,396 -
16,800 9,192 10,797 1,605
7,000 1,867 1,904 37
29,000 35,197 26,139 (9,058)
$1,242.800  $1,340,650  $1,348,295 $ 7,645
$ 541,460 § 527,150 § 504,398 $ 22,752
42,000 42,000 37,579 4,421
106,000 108,000 101,398 6,602
2,500 575 471 104
20,600 18,000 17,086 914
133,800 126,200 117,538 8,662
13,500 16,440 15,244 1,196
39,500 37,000 33,650 3,350
900 1,100 954 146
12,000 7,000 5,017 1,983
17,500 18,538 18,538 -
6,550 10,320 9,593 727
4,400 2,250 1,993 257
20,000 21,500 19,679 1,821
69,000 62,500 58,258 4,242
46,025 51,100 36,180 14,920
33,000 34,605 33,603 1,002
134,065 340,000 300,631 39,369
$1,242,800  $1,424278  S$1311,810 § 112,468
$ - (83,628) $§ 36485 § 120,113
841,036 841,036 841,036 -

$ 841,036 § 757,408 $§ 877,521 $ 120,113
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CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

Required Supplementary Information
Schedule of Changes in the Employer’s Net Pension Liability and Related Ratios
For the Years Ended December 31st

2019 2018 2017 2016 2015 2014
Total Pension Liability
Service cost $ 28,087 $ 28,375 § 28,380 § 27,567 $ 26,720 $ 26,168
Interest 86,374 81,164 77,197 73,282 67,368 62,648
Changes of benefit terms - - - - - -
Difference between expected and actual experience (130,425) (6,074) - - (4,185) -
Changes of assumptions 28,112 - (18,789) (16,752) 40,993 -
Benefit payments including employee refunds (41,216) (35,168) (39,244) (31,879) (31,879) (31,879)
Other - - - - - -
Net Change in Total Pension Liability $  (29,068) 8 68,297 § 47,544 $ 52,218  $ 99,017 $ 56,937
Total Pension Liability beginning $ 1,086,239 $ 1,017,942 $§ 970,398 $ 918,180 § 819,163 § 762,226
Total Pension Liability ending $ 1,057,171 § 1,086,239 $ 1,017,942 $§ 970,398 $§ 918,180 § 819,163
Plan Fiduciary Net Position
Contributions - employer $ 25263 $ 24,950 $ 23,038 $ 20,200 $ 17,489 § 14,381
Contributions - employee 8,317 8,471 8,155 7,922 7,790 7,629
Net Investment income 126,378 (38,554) 115,006 89,360 (12,108) 48,264
Benefit payments including employee refunds (41,216) (35,168) (39,244) (31,879) (31,879) (31,879)
Administrative expense (2,178) (1,892) (1,819) (1,763) (1,761) (1,775)
Net Change in Plan Fiduciary Net Position $ 116,564 § (42,193) $§ 105,136 $ 83,840 $  (20,469) $ 36,620
Plan Fiduciary Net Position beginning $ 926500 $ 968,693 $§ 863,557 $ 779,717 $ 800,186 $ 763,566
Plan Fiduciary Net Position ending $ 1,043,064 $§ 926,500 $§ 968,693 $§ 863,557 § 863,557 § 800,186
Employer Net Pension Liability (Asset) $ 14,107 $ 159,739 § 49,249 § 106,841 $ 138,463 § 18,977
Plan Fiduciary Net Position as a percentage of the Total Pension Liability (Asset) 98.67% 85.29% 95.16% 88.99% 84.92% 97.68%
Covered Employee Payroll $ 407,648 $ 407,686 $ 407,753 $ 396,081 $ 389,510 $ 381,455
Employer's Net Pension Liability(Asset) as a percentage of covered employee payroll 3.46% 39.18% 12.08% 26.97% 35.55% 4.97%

Notes to Schedule:

Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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CASS DISTRICT LIBRARY
CASSOPOLIS, MICHIGAN

Actuarial determined contributions
Contributions in relation to the
actuarially determined contribution
Contribution deficiency (excess)

Covered employee payroll

Contributions as a percentage of
covered employee payroll

Notes to Schedule:

Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation method
Inflation

Salary increases

Investment rate of return
Retirement age

Mortality

Required Supplementary Information
Schedule of Employer’s Contributions
For the Years Ended December 31*

2020 2019 2018 2017 2016 2015
$ 252263  $ 24950 $ 23,038 $ 20,200 $ 17,489 $ 14,381
25,263 24,950 23,038 20,200 17,489 14,381
$ - S - $ - 8 - $ -
$ 407,648 § 407,686 § 407,753 § 396,081 § 389,510 $ 381,455
6.20% 6.12% 5.65% 5.10% 5.10% 3.77%
Entry age
Level percentage of payroll, open
21 years
5 year smoothed
2.5%
3.75%
7.75%

Varies depending on plan adoption

50% Female/50% Male 1994 Group
Annuity Mortality Table

Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.

24



