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Traverse Area District Library
Management Discussion and Analysis
For the year ended December 31, 2020

As management of the Traverse Area District Library (the “Library” or “TADL”), we offer readers of the
Traverse Area District Library financial statements this narrative review and analysis of the financial
activities for the fiscal year ended December 31, 2020. We encourage readers to consider the information
presented here in conjunction with additional information that is furnished in the financial statements and
notes to the financial statements.

Financial Highlights

1.

On March 13, 2020, TADL did something that had never been done in its history. It closed
its doors and book return indefinitely due to the COVID-19 pandemic. This resulted in much
financial uncertainty. While continuing to pay its employees, the library still realized savings
due to the closure.

During the closure and the subsequent months, a significant financial decrease in revenue was
realized due to a decision to stop fines on books and materials which could not be returned.
Once re-opened, there was recognition by the members of the Board that patrons were in
tough financial positions due to the highest unemployment rate since the Great Depression
and they therefore continued the hold on fines. Losses were also seen in Sales and Meeting
Room Rentals.

The main source of operating revenue for the library is generated by a millage. Taxes
collected in 2020 were based on 2019 property tax values. The amount collected for 2020
increased 4.5% over the previous year. The 2020 taxable values, which determine what the
Library receives in 2021, increased 5.24%.

On August 2, 2016, voters approved the renewal of our millage at .9544 mills by a greater
than 75% margin. Subsequent Headlee Millage Rollbacks have resulted in the levy being
reduced to .9467 in 2017, .9431 in 2018, .9382 in 2019 and .9292 in 2020. We expect
another rollback this year but we are unsure what to expect in the years following due to the
pandemic.

Despite the increase in taxes collected, the overall operating revenue in 2020 decreased from
the prior year by .25% due to the COVID-19 pandemic. Penal fines, overdue fines, meeting
room rentals, sales, and contributions were all impacted by the pandemic and the library
closure. However, our expenses also decreased from 2019 largely due to the pandemic by
5.5%. The revenue total does not take into account the $110,000 transfer in for an additional
payment to MERS although the expense total does include the disbursement.

In addition to the $120,000 in monthly payments to the Municipal Employees’ Retirement
System (MERS), we also remitted an additional amount of $110,000 in 2020. The $110,000
payment was funded by a transfer from the Internal Service Fund. With the extra payments
and the freezing of our Defined Benefit plan, the plan is now funded at 91% versus 87% last
year based on an adjustment to life expectancy and rates of return on investments.

Overall personnel expenses were down 3.45% in 2020 and wages decreased 2.13%, this was
due to the library closure. Union staff received a 3% increase according to their contractual
agreement, and salaried staff received the same amount. While the cost of medical insurance
premiums, which include employer contributions toward employee HSA accounts, went up
just under 5% and just under 11% for vision insurance, the actual cost to the library for all
employee insurances only increased .73%. This can be attributed to a change in employee
demographics.

Of the six TADL locations, three are Member libraries with service contracts. The Fife Lake
Public Library, Interlochen Public Library and Peninsula Community Library contracts will
expire on December 31, 2021. Funding is based on the percentage of increase or decrease in
collections of Property Taxes, Penal Fines and State Aid in the prior year. The total of these
revenue sources increased in 2019, resulting in an increase in member library funding of
2.72% in 2020.



Traverse Area District Library
Management Discussion and Analysis
For the year ended December 31, 2020

9. Our Teamsters Union labor contract, which was ratified in October 2016, was re-negotiated
in 2019 with no new changes for two years and will expire at the end of 2021. This contract
includes a 3% annual wage increase each year of the two-year extension.

10. The Unassigned General Fund Balance increased by $14,140 from last year’s audit, bringing
the total to $940,230. This increase preserves a balance equal to two months of operating
expenses.

11. Despite the challenges of 2020, the Library continues to operate well within current revenue
collections.

Overview of the 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 two
kinds of statements that present different views of the Library.

e The first two statements are Library-wide financial statements that provide both short-term and long-
term information about the Library’s overall financial status.

o The remaining statements are fund financial statements that focus on individual parts of the Library,
reporting the Library’s operations in more detail than the Library-wide statements

o The governmental funds statements tell how basic 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 statements and
provide more detailed data. The statements are followed by a section of required supplementary
information that further explains and supports the financial statements with a comparison of the Library’s
budget for the year. Figure A-1 shows how the various parts of this annual report are arranged and related
to one another.

Figure A-1
Organization of Traverse Area District Library Annual Financial Report
Management's Basic Financial Required
Discussion and Statements Supplementary
Analysis Information
Summary » Detail
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Traverse Area District Library
Management Discussion and Analysis
For the year ended December 31, 2020

Library-wide Statements

The Library-wide statements report information about the Library as a whole using accounting methods
similar to those used by private-sector companies. The statement of net assets includes all of the
Library’s assets and liabilities. All of the current year’s revenues and expenses are accounted for in the
statement of activities regardless of when cash is received or paid.

The two Library-wide statements report the Library’s net position and how it has changed. Net position -
the difference between the Library’s assets and liabilities - is one way to measure the Library’s financial
health or position.

e Over time, increases or decreases in the Library’s net assets are an indicator of whether its financial
position is improving or deteriorating, respectively.

e To assess the Library’s overall health, you need to consider additional non-financial factors such as
changes in the Library’s property tax base and the condition of buildings and other facilities.

Fund Financial Statements

The fund financial statements provide more detailed information about the Library’s funds, focusing on
its most significant or “major” funds: not the Library as a whole. Funds are accounting devices the
Library uses to keep track of specific sources of funding and spending on particular programs:

e Some funds are required by state law.

o The Library establishes other funds to control and manage money for particular purposes or to show
that it is properly using certain revenues.

The Library has one kind of fund:

o Governmental funds: Most of the Library’s basic services are included in governmental funds,
which generally focus on (1) how cash and other financial assets that can readily be converted to
cash flow in and out and (2) the balances left at year-end that are available for spending.
Consequently, the governmental funds statements provide a detailed short-term view that helps
you determine whether there are more or fewer financial resources that can be spent in the near
future to finance the Library’s programs. Because this information does not encompass the
additional long-term focus of the Library-wide statements, this report includes reconciliation
schedules that explain the relationship (or differences) between the Library-wide Statements and
the Fund Financial Statements.
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Traverse Area District Library
Management Discussion and Analysis
For the year ended December 31, 2020

Financial Analysis of the Library as a Whole

Net position. The Library’s combined total net position was $8,965,463 on December 31, 2020, an

increase of 4.9% from the prior year. Figure A-2 illustrates the net position on December 31, 2020 and

2019.
Figure A-2

Condensed Statement of Net Position

Assets
Current assets
Non-current assets

Deferred outflows of resources

Total assets and deferred
outflows of resources

Liabilities
Current liabilities
Non-current liabilities
Total liabilities
Deferred inflows of resources
Net position
Invested in capital assets
Restricted
Unrestricted

Total net position

Total liabilities, deferred inflows of
resources and net position

2020 2019
$ 8,601,262 § 8206462
6,818,692 6,817,606
169,532 21,875
$ 15,589,486 $ 15045943
$ 173,066 $ 206,510
995,536 1,138,767
1,168,602 1,345,277
5455421 5,149,924
6,818,692 6,817,606
1,624,931 1,537,136
521,840 196,000
8,965,463 8,550,742
$ 15,589,486 $§ 15045943

Changes in net assets. The Library’s total revenue of $5,542,183 was more than expenditures; increasing
net assets by $414,721. This increase was primarily due to increases in property tax revenues and grants
received to relieve the impact of COVID-19 on operations.

Of the Library’s $5,127,462 in expenditures, approximately 61% is related to personnel costs.
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Traverse Area District Library
Management Discussion and Analysis
For the year ended December 31, 2020

Figure A-3
Changes in Net Position from Operating Results
2020 2019
Revenue
Program revenue
Charges for services $ 57,881 $ 87430
Operating grants and contributions 200,705 250,408
Total program revenue 258.586 337,838
General revenue
Property taxes 4.988,837 4,774,253
Fines and forfeitures 224,147 345362
Unrestricted investment earnings 70,613 110,721
Total general revenue 5,283,597 5,230,336
Total revenue 5,542,183 5,568,174
Expenditures
Library services 4,527,861 4,856,685
Depreciation - unallocated 599,601 552,088
Total expenditures 5,127,462 5,408,773
Increase (decrease) in net position 414,721 159,401
Net position - beginning of year 8,550,742 8,391,341
Net position - end of year $ 8,965,463 $ 8,550,742

Financial Analysis of the Library’s Funds

The strong financial performance of the Library as a whole is reflected in its governmental funds. As the
Library completed the year, its governmental funds reported a fund balance of $3,135,098.



Traverse Area District Library
Management Discussion and Analysis
For the year ended December 31, 2020

General Fund Budgetary Highlights

Over the course of the year, the Library revised the annual operating budget. Budget items that were
significantly different from original budgeted amounts and items causing budget adjustments are

enumerated below.

Losses in Sales, Fees and Rentals were realized because of the closure and failure to return items,
so total Revenues were adjusted downward a total of $88,515.
As a result of lost revenues, Expenses were adjusted as follows:

Personnel was adjusted downward $26,075 because of savings during the library closure.

Supplies was increased due to added expenses for COVID Safety PPE and Cleaning Products,

and additional electronic resources.

Other Services and Charges was adjusted down a total of $177,841 due to a number of projects
and services not being used during the closure and reduced hours.
Capital Improvements budgets were adjusted upward for some year-end purchases by $30,000.
The largest budget amendment was to the MERS Unfunded Pension Liability account to adjust

for the $110,000 payment.

Donations were moved into the appropriate Public Improvement Fund at the end of the year in
the following amounts: Talking Book Library $5,000, Sight & Sound Department-Saunders
Donation $1,075, and Local History Collection $9,326.

Figure A-4

General Fund Revenues

Property taxes

State grants

Other grants

Charges for services

Fines and forfeitures
Investment income
Contributions and other income

Total revenues

General Fund Expenditures

Personnel

Supplies

Other services and charges
Capital outlay

Total expenditures

Other Financing Sources (uses)

Operating transfers in
Operating transfers out

Total other fmancing sources (uses)

Net change in fund balance

Final Bud& Actual Variance
$ 4964,590 $ 49882837 $ 24,247
118,425 119,047 622
10,000 45,975 35975
80,000 57881 (22,119)
231,485 224,147 (7,338)
15,0600 23,890 8,890
48,500 34,966 (13,534)
5,468,000 5,494,743 26,743
3.345,282 3,153,344 191,938
801,745 716,463 85,282
1,284,722 1,164,648 120,074
130,850 93,455 37,395
5,562,599 5,127910 434,689
110,000 110,000 -
(403,805) (403,805) -
(293,805) (293,805) -

$ (388404) $ 73,028 $ 461432
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Traverse Area District Library
Management Discussion and Analysis
For the year ended December 31, 2020

Capital Asset and Debt Administration

Capital Assets

By the end of 2020, the Library had invested approximately $14.6 million in a broad range of capital
assets, including building improvements, books, computer and audio-visual equipment. Total

depreciation expense for the year was $599,601. Figure A-5 details the historical costs, accumulated
depreciation, and book value of the Library’s capital assets.

Figure A-5
2020 2019

Land $ 345,545 $ 345,545
Construction in progress - 525,038
Building 8411388 7,727,546
Collections 3,749,783 3,530,560
Furniture & equipment 2,110,503 2,206,018

Total capital assets 14,617,219 14,334,707
Accumulated depreciation 7,798,527 7,517,101
Net capital assets § 6,818,692 $ 6,817,606

Debt Administration

The following (Figure A-6) is a summary of the outstanding debt at December 31:

Figure A-6
2020 2019

Governmental activities:
Compensated absences $ 357238 $ 267714
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Traverse Area District Library
Management Discussion and Analysis
For the year ended December 31, 2020

Factors Bearing on the Library’s Future

At the time these financial statements were prepared and audited, the Library was aware of circumstances
that could significantly affect its financial health in the future.

1. Local property taxes represent the largest portion of the Library’s revenue providing 90% of total
funding. Taxable value increases/decreases in the last decade are as follows according to annual

county equalization reports:

2012 (.286%)
2013 2.578%
2014  1.762%
2015 3.273%
2016 1.683%
2017 3.622%
2018  4.896%
2019 5.128%
2020 5.266%
2021 4.427%

Due to the increasing value of taxable properties, TADL has had Headlee Millage reductions for
the past four years and will have another reduction in 2021. Our tax receipts will, of course,
increase overall, but the lower millage rate will prevent us from collecting the full voter approved
amount.

2. Though we were successful in opting out of the renewed Old Town TIF capture because of the
legislation passed in 2016, we are continuing to monitor developing plans of the DDA. There has
recently been discussions of extending the duration of TIF97 and expansion of borders without a
tax capture component. According to Board policy, we will make every effort to opt out of any
captures or expansions to preserve library funding.

3. InFebruary 2020, TADL received a Local Community Stabilization payment of $34,172.37 from
the state as a result of Personal Property tax legislation. This has been trending down over the
last few years and we foresee that trend continuing.

4. In 2020, the Library was required to reimburse the county or townships due to Board of Review
and Tax Tribunal judgments for a total of $1,444. The possibility of adverse Board of Review
and Tax Tribunal rulings remains a threat, and we are keeping a close eye on this issue. The
amounts we must reimburse vary tremendously from year to year, ranging from a high of $49,000
in 2011 to a low of zero in 2019.

5. State Aid receipts remained steady in 2020, which was surprising as projections were looking at a
50% reduction in 2020 due to the global pandemic. Advocacy efforts by the Michigan Library
Association have quite successfully made the case for increased library funding to the legislature,
and we hope that funding will be continue to be prioritized for libraries.

6. Penal fine receipts continued their downward trend in 2020 partially as a result of the Stay at
Home Orders and the Closure of most businesses from mid-March to June. Fines decreased
15.42% in Grand Traverse County, 18.8% in Leelanau County, and 8.56% in Benzie County in
2020 with receipts totaling $195,983 for all. We continue to be concerned about Penal Fines as it
is our second largest funding source. The amount can vary widely and is also always a target of
legislative activity at the state level as well as potential local ordinances that are passed to capture
fines for the municipalities in which the offenses take place. The numbers are down significantly,
and we have not received projections for 2021 as we return to some pre-pandemic activities.
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Traverse Area District Library
Management Discussion and Analysis
For the year ended December 31, 2020

7. Our labor contract with the Teamsters will expire December 31, 2021 after a successful
negotiation to extend the current contract in 2019.

8. We continue to contribute extra funds toward our unfunded pension liability for our frozen MERS
Defined Benefit plan. MERS actuaries have lowered their projection on investment earnings
from 7.75% to 7.35%, and their wage inflation assumption from 3.75% to 3%. These changes
will have an effect on future contribution requirements for the library.

9. As noted in many previous audit reports, the roof, ventilation and insulation at the Main Library
have caused ongoing problems and the work continues to develop a realistic solution. We have
been working with an architect and construction manager and have settled on a plan to ensure that
there is the right kind of ventilation in addition to sealing out heat sources in the attic and
insulating where needed. Soffits have been replaced all around the building and new boilers and
humidifiers have been installed. Due to a mild winter and the library closure because of the
COVID-19 pandemic from March until June, we were unable to complete testing on the new
systems. As we continue to monitor the situation, and if the expected results are achieved, a new
roof will be installed in late 2021 or 2022.

10. The Main Library celebrated its 20" anniversary in January 2019, and after 22 years, the building
is starting to need repairs and updating. Because of the need to ensure enough funding for the
roof repairs and the uncertainty created by the Pandemic, administration has held off on some
projects that will need to be planned for soon but the pandemic has added an extra element of
uncertainty to the planning. Chief among these are energy efficient lighting, new carpet, painting
and restroom remodeling. We are also hoping to have a sign installed on the lawn of the Main
Library with some of the funding provided by the Friends of TADL in 2021.

Requests for Information
This financial report is designed to provide a general overview of the Library’s finances for all those with
an interest. Questions concerning any of the information provided in this report or requests for additional

financial information should be addressed to the Director, Traverse Area District Library, 610 Woodmere,
Traverse City, Michigan 49686.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Trustees
Traverse Area District Library
Traverse City, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund and
the aggregate remaining fund information of the Traverse Area District Library (the "Library" or "TADL")
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 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 Library’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 Library’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.

415 Munson Avenue + P.O. Box 947 + Traverse City, Mi 49685 + 231.946.1722 ph + 231.946.2762 fax

923 Spring Street « P.O. Box 695 + Petoskey, Mi 49770 + 231.347.4136 ph + 231.347.4147 fax
www.dgncpa.com CPAmenca
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Board of Trustees
Traverse Area District Library

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund and the aggregate remaining fund
information of the Traverse Area District Library as of December 31, 2020, and the respective changes in
financial position and, where applicable, cash flows thereof, for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages i through ix and the required supplementary information on page 31 - 33 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 Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Traverse Area District Library's basic financial statements. The detail schedule of revenue,
expenditures and changes in fund balance - budget and actual - general fund are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The combining non-major fund financial statements and detail schedule of revenue, expenditures and
changes in fund balance - budget and actual - general fund are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the combining
non-major fund financial statements and detail schedule of revenues, expenditures and change in fund
balance - budget and actual - general fund are fairly stated in all material respects in relation to the basic
financial statements as a whole.

-3-



Board of Trustees
Traverse Area District Library

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 17, 2021, on
our consideration of the Library’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose
of that report is solely 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 Library'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 Library’s internal control
over financial reporting and compliance.

Certified Public Accountants
Traverse City, Michigan

June 17, 2021



Traverse Area District Library
STATEMENT OF NET POSITION
December 31, 2020

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
ASSETS
Current assets
Cash and equivalents
Investments
Accounts receivable
Prepaid expenses

Total current assets
Capital assets, net of accumulated depreciation

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources for net pension obligation

Total assets and deferred outflows of resources

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION

LIABILITIES
Current liabilities
Accounts payable
Accrued liabilities
Current portion of long-term debt

Total current liabilities

Long-term debt
Net pension liability

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Taxes levied but intended for subsequent period
Deferred inflows of resources for net pension obligation

Total deferred inflows of resources

NET POSITION
Invested in capital assets
Restricted for

Sight and sound

Youth services

Local history collections

Teen services

Talking Book Library

Public improvement

Permanent fund
Expendable
Nonspendable

Unrestricted

Total net position

Total liabilities, deferred inflows of resources and net position

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

Governmental
Activities

$ 1,282,196
2,668,359
4,501,187

149,520

8,601,262
6,818,692

169,532

$ 15589486

$ 43,404
85,060

44,602

173,066
312,636

682,900

— 1,168,602

5,126,735
328,686

———

5,455,421

6,818,692

3,355
6,615
14,121
5,037
10,261
1,559,739

10,062
15,741

521,840

8,965,463

$ 15,589,486
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Traverse Area District Library
STATEMENT OF ACTIVITIES
Year Ended December 31, 2020

Net Revenue

(Expense) and
Changes in Net
Program Revenues Position
Operating Capital Grants
Charges For Grants and and
Functions Expenses Services Contributions Contributions Total
Governmental activities
Library services $ 4,527.861 $ 57,881 $ 200,705 $ - $  (4,269,275)
Depreciation - unallocated 599,601 - - - (599,601)
Total governmental activities  $ 5,127,462 $ 57,881 3§ 200,705 $ - (4.868,876)
General revenues
Property taxes
Levied for general purposes 4,988.837
Fines and forfeitures 224,147
Investment earnings 70,613
Total general revenues 5,283,597
Change in net position 414,721
Net position, beginning of year 8,550,742

Net position, end of year

The accompanying notes are an integral part of these financial statements.
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Traverse Area District Library
GOVERNMENTAL FUNDS - BALANCE SHEETS

December 31, 2020
Non-Major Total
General Public Permanent Governmental
Fund Improvement Fund Funds
ASSETS
Cash and cash equivalents S 1,282,196 $ - 3 -3 1,282,196
Investments 1.211,348 1.414,.586 25,717 2,651,651
Receivables
Property taxes 4,482,827 - - 4,482,827
Interest 3.470 4.757 - 8,227
Accounts 9,991 - 86 10,077
Due from other funds - 194,202 - 194,202
Prepaid expenditures 149,520 - - 149,520
Total assets S 7.139.352 $ 1,613,545 § 25803 §$ 8,778,700
LIABILITIES
Accounts payable S 43404 $ - 3 - 3 43,404
Accrued liabilities 85,059 - - 85.059
Due to other funds 388,404 - - 388.404
Total liabilities 516,867 - - 516.867
DEFERRED INFLOWS OF RESOURCES
Taxes levied intended for subsequent period 5.126,735 - - 5.126.735
FUND BALANCE
Nonspendable 149,520 - 15,741 165,261
Restricted
Sight and sound - 3.355 - 3.355
Youth services - 6.615 - 6,615
Local history collection - 14121 - 14,121
Teen services - 5.037 - 5,037
Talking Book Library - 10,261 - 10,261
_Fund use - 1,559,739 10,062 1,569,801
Committed
Children's programming endowment 81,000 - - 81,000
Employee benefit obligations 325,000 - - 325,000
Assigned
Public improvements - 14417 - 14417
Unassigned 940.230 - - 940.230
Total fund balance 1.495,750 1.613.545 25.803 3,135,098
Total liabilities, deferred inflows of
resources and fund balance $ 7139352 § 1613545 § 25803
Reconciliation of Governmental Fund Balance to District-Wide Governmental Activities Net Position
Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources and, therefore, are not reported
as assets in governmental funds. The cost of the assets is $14,617,219 and the accumulated
depreciation is $(7,798,527). 6,818,692
Internal service funds are used by management to accumulate funds for the purpose of paying retirement
obligations. The assets and liabilities of the internal service funds are included in governmental
activities in the statement of net position. 210,965
Deferred inflows of resources net of deferred outflows of resources for pension obligations is not a
financial resource and, therefore, is not reported in governmental funds. (159,154)
Long-term liabilities are not due and payable in the current period and, therefore, are not reported as
liabilities in the funds. Long-term liabilities at year-end consist of:
Net pension liability (682,900)
Compensated absences 357,238)
Total net position - governmental activities 38965463

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



Traverse Area District Library

GOVERNMENTAL FUNDS - STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE

Year Ended December 31, 2020

Non-Major Total
General Public Permanent Governmental
Fund Improvement Fund Funds
REVENUES
Property taxes $ 4,988,837 S - $ - 3 4,988,837
State grants 119,047 - - 119,047
Other grants 45,975 - - 45,975
Charges for services 57,881 - - 57,881
Fines and forfeitures 224,147 - - 224,147
Investment income 23,890 44,955 808 69,653
Contributions and other income 34,966 717 - 35,683
Total revenues 5,494,743 45,672 808 5,541,223
EXPENDITURES
Current
Personnel 3,043,344 - - 3,043,344
Additional retirement contribution 110,000 - - 110,000
Supplies and collection additions 716,463 - - 716,463
Other services and charges 1,164,648 3,763 67 1,168,478
Capital outlay 93,455 163,041 5,000 261,496
Total expenditures 5,127,910 166,804 5,067 5,299,781
REVENUES OVER EXPENDITURES 366,833 (121,132) (4,259) 241,442
OTHER FINANCING SOURCES (USES)
Operating transfers in 110,000 209,603 - 319,603
Operating transfers out (403,805) - - (403,805)
Total other financing sources (uses) (293.805) 209.603 - (84.202)
NET CHANGE IN FUND BALANCE 73,028 88,471 (4,259) 157,240
Fund balance, beginning of year 1,422,722 1,525,074 30,062 2,977,858
Fund balance, end of year $ 1,495,750 §$ 1,613,545 $ 25,803 $ 3,135,098

———— e e e s —— ———————————

The accompanying notes are an integral part of these financial statements. -8-



Traverse Area District Library

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE WITH
THE STATEMENT OF ACTIVITIES

Year Ended December 31, 2020

Total net change in fund balance - governmental funds $ 157,240
Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays to purchase or build capital assets are reported in the governmental
funds expenditures. However, those costs are allocated over their estimated
useful lives as annual depreciation expense in the statement of activities. This
is the amount by which depreciation expense exceeds capital outlays during the
period.

Capital outlays $ 600,687
Depreciation expense _ (599,601) 1,086

Change in deferred outflows of resources, net of the change in deferred inflows of
resources for pension obligations. 44,305

In the statement of activities, certain operating expenses - accrued leave - are measured by
the amounts earned during the year. In the governmental funds, however, expenditures
for these items are measured by the amount of financial resources used. This year, the
amount earned was more than the accrued leave paid. (89,524)

Internal service funds are used by management to charge the costs of certain activities to
individual funds. The net revenues of the internal service funds are reported with

governmental activities. 85,015
Decrease in net pension liability 216,599
Change in net position of governmental activities $ 414,721

The accompanying notes are an integral part of these financial statements. -9-



Traverse Area District Library
STATEMENT OF NET POSITION - INTERNAL SERVICE FUND

December 31, 2020
ASSETS
CURRENT ASSETS
Investments $ 16,707
Due from other funds 194,202
Interest receivable 56
Total current assets $ 210965
NET POSITION
Committed for pension liability $ 210,965

The accompanying notes are an integral part of these financial statements. -10-



Traverse Area District Library

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION - INTERNAL

SERVICE FUND
Year Ended December 31, 2020

NONOPERATING REVENUES

Gain (loss) on investments

Interest income
INCOME BEFORE TRANSFERS
OTHER FINANCING SOURCES (USES)

Transters from other tunds

Transfers to other funds

Total other financing sources (uses)

CHANGE IN NET POSITION
NET POSITION, beginning of year

NET POSITION, end of year

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

A (147)
960

813

194,202
(110.000)
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Traverse Area District Library
STATEMENT OF CASH FLOWS - INTERNAL SERVICE FUND
Year Ended December 31, 2020

Change in net position § 85015
Adjustments to reconcile change in net position
Change in amounts due from other funds (88,525)
Change in interest receivable 53
Net cash from operating activities (3,457)
Investing activities
Sale of investments 3.457
NET CHANGE IN CASH -
Cash, beginning of year -
Cash, end of year $ -

The accompanying notes are an integral part of these financial statements. -12-



Traverse Area District Library
NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Introduction

The accounting policies of the Traverse Area District Library (the "Library or "TADL") conform to
generally accepted accounting principles as applied to governmental units. The following is a summary
of the significant policies.

The Traverse Area District Library was established on January 1, 1983 pursuant to the Library Act of
Michigan by participating municipalities of the City of Traverse City and Grand Traverse County. The
Library provides library services to the public.

The Financial Reporting Entity

As a district Library, the Library is governed by a Board of Trustees, appointed in accordance with the
Library bylaws. The Board has governance responsibilities over all activities related to the Traverse Area
District Library. The Board receives funding from local and State government sources and must comply
with concomitant requirements of these funding entities. However, the Board is not included in any other
governmental "reporting entity" as defined by the Government Accounting Standards Board since the
Board members, who are appointed, have decision-making authority, the power to designate
management, the responsibility to significantly influence operations, and primary accountability for fiscal
matters. In accordance with generally accepted accounting principles, there are no component units to be
included in the financial statements.

The Traverse Area District Library maintains associate library relationships with the Peninsula
Community, Fife Lake Public, and Interlochen Public Libraries. These contractual relationships provide
for an exchange of library services. The agreements also provide for payments to the associate members
of the amounts based on varying factors. Supplemental payments may also be made to the associate
members at the discretion of the Board of Trustees. The Library operates branches in the Village of
Kingsley and East Bay Township.

The Traverse Area District Library also provides services for eligible blind and physically handicapped
residents to an eight-county region by means of the TADL Talking Book Library. Part of the Michigan
Braille and Talking Book Library Network of Regional and Subregional Libraries, expenditures related to
this program are partially funded through State and Federal grants and in-kind support.

Government-Wide and Fund Financial Statements

Government-Wide Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the activities of the primary government. For the most part, the

effect of interfund activity has been removed from these statements. Governmental activities are
supported by charges for services and tax revenues.

-13-



NOTES TO FINANCIAL STATEMENTS - Continued

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are 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 the 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. Internally dedicated resources are reported as general
revenues rather than as program revenues.

Fund Financial Statements

The balance sheets and statements of revenues, expenditures and changes in fund balance (i.e. fund
financial statements) for the Library's governmental and internal service funds display information about
the major and aggregated non-major funds for the various fund types. Major funds are generally those
that represent 10% or more of the respective fund type's assets, liabilities, revenues or expenditures.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide statements report using the economic resource measurement focus and the accrual
basis of accounting generally including the reclassification or elimination of internal activity (between or
within funds). Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Grants, property taxes and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

The governmental funds use a financial resources measurement focus and are accounted for using the
modified accrual basis of accounting. Under the financial resources measurement focus, only current
assets and current liabilities are generally included on governmental fund balance sheets. The
governmental fund operating statements present a summary of sources and uses of available spendable
resources. Under the modified accrual basis of accounting, revenues are recorded when susceptible to
accrual, i.e., both measurable and available. Available means collectible within the current period or
soon enough thereafter to be used 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. Current expenditures are generally recorded when the fund liability is incurred, if
measurable. Exceptions to this general rule include principal and interest on long-term debt, which is
recognized when due and accrued compensated absences, which is recorded when payable from current
available financial resources.

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

-14-



NOTES TO FINANCIAL STATEMENTS - Continued

Fund Types and Major Funds

Activities in Major Funds

General Fund - This fund is used to account for all financial resources except those provided for in
other funds. The fund includes the general operating expenditures of the Library.

Public Improvement Special Revenue Fund - This fund is used to accumulate money for acquiring,
constructing, extending, altering, repairing, or equipping public improvements or buildings.

Activities in Non-Major Funds

Permanent Fund - This fund is used to account for the corpus and earnings of a trust of which the
earnings can be spent.

Internal Service Fund - This fund is used to account for operations that provide services to the
Library. Specifically, this fund is used to service the net pension liability of the Library.

Budgeting Data

The annual budgets are prepared by the Library's management and adopted by the Library Board;
subsequent amendments are approved by the Library Board. During the current year, the budget was
amended in a legally permissible manner.

The budgets have been prepared in accordance with generally accepted accounting principles. The
budget statement (statement of revenue, expenditures and change 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 an activity basis; expenditures at this level in excess of amounts
budgeted are a violation of Michigan Law. A comparison of actual results of operations to the budget as
adopted by the Board is included in the financial statements.

The District Library follows these procedures in establishing the budgetary data reflected in the financial
statements:

a. On or about December 1st, the District Library submits to the general public a proposed
operating budget for the fiscal year commencing the following January 1st. The operation
budget includes proposed expenditures and the means of financing them.

b. Public hearings are conducted to obtain taxpayer comments.
c. On or about December 3 Ist, the budget is legally enacted through passage of a resolution.

d. The District Library Director is authorized to transfer budgeted amounts within the four
budgeted categories.

e. Appropriations for the funds lapse at the end of the fiscal year.
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NOTES TO FINANCIAL STATEMENTS - Continued

Cash and Investments

The Library considers all cash, demand deposits and short-term investments with an original maturity of
three months or less to be cash equivalents.

Cash deposits are reported at carrying amounts that reasonably estimate fair value. Investments are
reported at fair value.

Property Tax Receivable

Property taxes are levied and attach as an enforceable lien on property on December 1st on the taxable
valuation of property as of the preceding December 31st. The property taxes are billed and collected by
local units of government within the Library District, which then remit the District Library's designated
portion on a semi-monthly basis. During March of each year, uncollected real property taxes are
transferred to the respective County which pays the Library for those balances and accepts responsibility
for collection. Responsibility for the collection of unpaid personal property taxes remains with the local
units of government.

Although the Library's 2020 ad valorem tax is levied and collectible on December 1, 2020, it is the
Library's policy to recognize revenues from the current tax levy in the subsequent year when the proceeds
of this levy are budgeted and made available for the financing of the Library's operations.

Capital Assets

Capital assets, which include property and equipment are reported in the government-wide statements
(statement of net position) and are stated at cost. Assets acquired by gift or bequest are recorded at their
fair market value at the date of transfer. The Library generally capitalizes assets with costs of $500 or
more and an estimated life in excess of one year. Collection assets are recorded as group additions and
deletions each year. No depreciation is recorded on land or construction-in-process. Expenditures for
major renewals and maintenance and repairs are charged to current expenditures as incurred.
Depreciation is computed using the straight-line method. When capital assets are disposed, the cost and
applicable accumulated depreciation are removed from the respective accounts and the resulting gain or
loss is recorded in operations.

The estimated useful lives, in years, for depreciable assets are as follows:

Furniture, fixtures and equipment 3-40 years
Buildings and improvements 15-40 years
Collections-books, DVD's, videotapes, etc. 6 years
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NOTES TO FINANCIAL STATEMENTS - Continued

Deferred Inflows and Outflows of Resources

Government-wide financial statements report deferred inflows of resources in connection with the net
pension obligation. Governmental funds report deferred inflows of resources in connection with
receivables for revenues that are not considered to be available to liquidate liabilities of the current period
or for resources that have been received, but not yet earned. At the end of the current fiscal year, the
various components of deferred inflows of resources reported in the governmental funds were as follows
for receivables and revenues:

Property taxes:
General Fund $ 5,126,735

Government-wide financial statements report deferred outflows of resources in connection with
consumption of net position that applies to a future period(s) and will not be recognized as an outflow of
resources (expense) until then. Deferred outflows of resources are related to recording the net pension
obligation.

Compensated Absences

District Library employees earn leave in varying amounts based on length of service. Unused leave may
accumulate and be carried over to a subsequent year, subject to restrictions. Leave accrued at year end
which is subject to payment upon termination has been included as a liability on the statement of net
position and not on the fund balance sheet as the balance has not yet matured from resignations or
retirements.

Fund Balance

In the fund financial statements, governmental funds classify fund balance as nonspendable for amounts
that are not in a spendable form, such as inventory and prepaid expenses, or are required to be maintained
intact. Restricted fund balance includes amounts that can be spent only for the specific purposes
stipulated by external resource providers, such as grant providers, constitutionally, or through enabling
legislation. Effectively, restrictions may be changed or lifted only with the consent of resource providers.
Committed fund balance includes amounts that can be used only for the specific purpose determined by a
formal action of government's highest level of decision-making authority. Commitments may be changed
or lifted only by the government taking the same formal action that imposed the constraint originally.
Assigned fund balance comprises amounts intended to be used by the government for a specific purpose.
Unassigned fund balance is the residual classification for the general fund and includes all amounts not
contained in the other classifications. Unassigned amounts are technically available for any purpose.

When both restricted and unrestricted fund balances are available for use, it is the Library's policy to use
restricted fund balance first, then unrestricted fund balance. However, the Library reserves the right to
use unrestricted fund balance first. Furthermore, committed fund balances are reduced first, followed by
assigned amounts, and then unassigned amounts when expenditures are incurred for purposes for which
amounts in any of those unrestricted fund balance classifications can be used.
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NOTES TO FINANCIAL STATEMENTS - Continued

It is the Board of Trustees intent to utilize the Public Improvement Fund's restricted balance as follows:

Sight and sound $ 3,355
Youth services 6,615
Local history collections 14,121
Teen services 5,037
Talking Book Library 10,261
Undesignated 1,559,739

Total restricted fund balance $§ 1,599,128

Contributions

All contributions are considered to be available for unrestricted use unless specifically restricted by the
donor.

Pensions

For purposes of measuring the Net Pension Liability, deferred outflows of resources and deferred inflows
of resources related to pension and pension expense, information about the fiduciary net pension 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 fair value.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the

reported amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.

Subsequent Events

The Library has evaluated subsequent events and transactions for potential recognition and disclosure
through June 17, 2021, the date the financial statements were available to be issued.
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NOTES TO FINANCIAL STATEMENTS - Continued

NOTE B - CASH AND INVESTMENTS

At December 31, 2020, the Library's cash and investments include the following:

Balance Sheet Classification

Cash Investments Total
Total $ 1,282,196 $ 2,668,359 $ 3,950,555

These deposits are in two (2) financial institutions located in Michigan. State policy limits the Library's
investing options to financial institutions located in Michigan.

Deposits Risk

Interest Rate Risk - State law limits the allowable investments and the maturities of some of the
allowable investments as identified in the following list of authorized investments. The Library's
investment policy does not have specific limits in excess of State law on investment maturities as a
means of managing its exposure to fair value losses arising from increasing interest rates. The maturity
dates for each investment are identified below for investments held at year-end.

Credit Risk - State law limits investments to specific government securities, certificates of deposits and
bank accounts with qualified financial institutions, commercial paper with specific maximum maturities
and ratings when purchased, bankers acceptances of the Library's specific financial institutions, qualified
mutual funds and qualified external investment pools as identified in the following listing. The Library's
investment policy does not have specific limits in excess of State law on investment credit risk. The
rating for each investment (not including money market investments) is AA+.

Custodial Credit Risk - Deposits - Custodial credit risk is the risk that in the event of a bank failure, the
Library's deposits may not be returned. The Library minimizes this risk by pre-qualifying the financial
institutions, broker/dealers, intermediaries, and advisors to be in compliance with the requirements set
forth in the Library's investment policy. As of year-end, $1,123,387 of the Library's bank balance of
$1,373,387 was exposed to custodial credit risk because it was uninsured and uncollateralized.

Custodial Credit Risk - Investments - For an investment, custodial credit risk is the risk that, in the event
of the failure of the counterparty, the Library will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. The Library minimized this risk by pre-
qualifying the financial institutions, brokers/dealers, intermediaries and advisors to be in compliance with
the requirements set forth in the Library's investment policy. The custodial risk for money market mutual
funds cannot be determined because the mutual fund does not consist of specifically identifiable
securities. The Library is exposed to custodial credit risk for the remaining securities because they are
uninsured and unregistered with securities held by the counter party or the counter party's trust
department or agent, but not in the Library's name.
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NOTES TO FINANCIAL STATEMENTS - Continued

Statutory Authority

State statutes authorize the Library to invest in:

a.

b.

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

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

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

Banker's acceptance of United States banks.

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

Mutual funds registered under the Investment Company Act of 1940 with the authority to
purchase only investment vehicles that are legal for direct investment by a public corporation.
External investment pools as authorized by Public Act 20 as amended through December 31,
1997.

The Library categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The Library has the following recurring fair value
measurements as of December 31, 2020:

Investment Maturities (in years)

Significant
Quoted Prices in Gther
Active Markets  Observable Significant
Investments by Fair for Identical Inputs Unobservable More
Value Level Assets (Level 1) (Level 2) Inputs (Level 3) Current 1-5 6-10 than 10

Government backed

bonds $ - $ 1,727,018 § - $§ 56,864 $1,666549 $§ 3,605 S
Treasury bonds - 577,995 - 51,076 526,919 -
Certificates of deposit 343,222 - - 343,222 - -
Money market funds 20,124 - - 20,124 - -

Total $ 363,346 $ 2,305,013 $ - § 471,286 $2,193.468 $ 3.605

The Library's investments in money market mutual funds and cash equivalents are not required to be
classified by fair value.

Following is a description of the valuation methodologies used for assets measured at fair value on a
recurring basis.

There have been no changes in the methodologies used at December 31, 2020.

U.S. government bonds, municipal bonds and corporate bonds: Valued at fair value using a matrix
pricing technique. Matrix pricing is used to value securities based on the securities' relationship to
benchmark quoted prices.
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NOTES TO FINANCIAL STATEMENTS - Continued

Certificates of Deposit: Valued at the fair value based on quoted prices.

The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while the Library believes its valuation
methods are appropriate and consistent with other market participants, the use of different methodologies
or assumptions to determine the fair value of certain financial instruments could result in a different fair
value measurement at the reporting date.

NOTE C - INVESTMENT IN CAPITAL ASSETS

Investment in capital assets changed as follows during the year ended December 31, 2020:

Capital Sales and
Beginning Acquisitions Adjustments Ending

Buildings $ 7,727,546 § 683,842 § - $§ 8,411,388
Collections 3,530,560 376,375 (157,152) 3,749,783
Furniture and equipment 2,206,018 65,508 (161,023) 2,110,503

Total depreciable assets 13,464,124 1,125,725 (318,175) 14,271,674
Less accumulated depreciation (7,517,101) (599,601) 318,175 (7,798.,527)
Land 345,545 - - 345,545
Construction in progress 525,038 - (525,038) -

Total non-depreciable assets 870,583 - (525,038) 345,545

Total capital assets, net $ 6,817,606 $ 526,124 $ (525,038) § 6,818,692

Total depreciation expense for the year ended December 31, 2020, was $599,601.

NOTE D - LONG-TERM DEBT

The following is a summary of changes in long-term debt for the year ended December 31, 2020:

Beginning Ending Current
Balance New Debt  Payments Balance Portion
Compensated absences $ 267,714 $ 89,524 $ - § 357,238 § 44,602

Compensated absences are liquidated in the general fund.
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NOTES TO FINANCIAL STATEMENTS - Continued

NOTE E - INTERFUND TRANSACTIONS
Interfund Receivable/Payables

Interfund receivables/payables consists of the following as of December 31, 2020:

Receivables Payables
Major Funds:
General Fund $ - $ 388,404
Public Improvement Fund 194,202 -
Internal Service Fund 194,202 -

$ 388404 § 388404

Operating Transfers

Operating transfers in and out of individual funds are summarized as follows during the year ended
December 31, 2020:

Fund Transfers In Transfers Out

Major Funds:
General Fund $ 110,000 $ 403,805
Public Improvement Fund 209,603 -
Internal Service Fund 194,202 110,000
Total $ 513,805 § 513,805

Transfers were used to move General Fund unrestricted excess revenues to finance various projects in the
Public Improvement and Internal Service funds. The Internal Service fund transferred to the General
Fund for an additional contribution to the Library's MERS plan.
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NOTES TO FINANCIAL STATEMENTS - Continued

NOTE F - PENSION PLAN

The Library participates in two retirement programs as detailed below:

Defined Contribution Plan - Emplovee Investment Plan and Trust

The Library participates in a self-administered defined contribution pension plan established on June 1,
1985. There are two types of contributions that the Library may make: discretionary matching and
discretionary profit sharing. Employees are eligible to participate in the plan after reaching 21 years of
age and providing three months of service. As authorized by the plan document, each participant may
contribute from 1% to 15% of compensation to this plan. The Library may contribute each year,
depending on its funding. Participants in the plan are vested depending on their years of service. The
employee will be credited with one year of service for each plan year in which at least 1,000 hours of
service were completed. All employee contributions are 100% vested at all times.

The Library opened a MERS Defined Contribution plan as of November 1, 2016. As authorized by the
plan document, each participant will contribute 3% of compensation to this plan. The Library contributes
8% of the employee's compensation. All employees are 100% vested after 5 years of service. The
employee will be credited with one vesting year for each 12 months of continuous employment from the
date of hire.

The employer contribution to the self-administered defined contribution plan and the MERS defined
contribution plan for the year totaled $102,075 and $143,564, respectively. The employee contributions
totaled $176,875 and $53,950, respectively. Plan provisions and contribution requirements are
established and may be amended by the Library Board.

Defined Benefit Plan - Municipal Emplovees Retirement System of Michigan

The Library participates in the Municipal Employees Retirement System of Michigan ("MERS") defined
benefit plan. The defined benefit pension plan provides certain retirement, disability and death benefits
to plan members and beneficiaries. MERS is an agent multiple-employer, State-wide 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 by accessing
the MERS website at www.mersofmich.gov.

In October 2016, the Library and the Teamsters Union reached an agreement on the labor contract that
had expired on December 31, 2015. The settlement included the transition from the MERS Defined
Benefit plan to a MERS Defined Contribution plan. The MERS Defined Benefit plan was frozen as of
November 1, 2016. Employees will maintain their benefits pursuant to the MERS Defined Benefit plan.
Benefits Provided

Benefits were frozen as of November 1, 2016.

The vesting period is 6 years.
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NOTES TO FINANCIAL STATEMENTS - Continued
Normal retirement age is 60 with early retirement at 55 with 15 years of service, or 50 with 25 years of
service.

Final average compensation is calculated based on 5 years. Members contributions are 0% because the
plan is closed.

Employees Covered by Benefit Terms

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

Inactive employees or beneficiaries currently receiving benefits 34
Inactive employees entitled to but not yet receiving benefits 8
Active employees 27
69

Contributions

The employer is required to contribute amounts at least equal to the actuarially determined rate, as
established by the MERS Retirement Board. The actuarially determined rate is the estimated amount
necessary to finance any unfunded accrued liability. The employer may establish contribution rates to be
paid by its covered employees.

Employer contributions were $120,000 based on the annual required contribution. The Library
contributed $110,000 in excess of the annual required contribution.

Net Pension Liability

The employer's 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
December 31, 2019.

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:

Inflation: 2.5%
Salary increases: 3.0% in the long-term.
Investment rate of return: 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%.
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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
Target Expected Real
Asset Class Allocation  Rate of Return
Global equity 60.0 % 5.19 %
Global fixed income 20.0 % 0.75 %
Private investments 20.0 % 1.81 %
Discount Rate

The discount rate used to measure the total pension liability is 7.60% for 2019. 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 plan's 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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Changes in Net Pension Liability
Increase (Decrease)
Net Pension
Total Pension Plan Fiduciary  Liability/
Liability Net Position (Asset)

(a) (b) (a)-(b)
Balances at December 31, 2019 $ 7,027,594 § 6,128,095 § 899,499
Changes for the year
Service cost 1,100 - 1,100
Interest on total pension liability 514,941 - 514,941
Changes in benefits - - -
Difference between expected and actual experience (37,768) - (37,768)
Changes in assumptions 254,298 - 254,298
Employer contributions - 230,000 (230,000)
Net investment income - 755,913 (755,913)
Benefit payments, including employee refunds (505,221) (505,221) -
Administrative expense - (12,147) 12,147
Other changes 24,596 - 24.596
Net changes 251,946 468,545 (216,599)
Balances as of December 31, 2020 $ 7279540 $ 6,596,640 $ 682,900

Sensitivity of Net Pension Liability to Changes in the Discount Rate

The following presents the Net Pension Liability of the Library, calculated using the discount rate of
7.60%, as well as what the employer's Net Pension Liability would be using a discount rate that is 1
percentage point lower (6.60%) or 1% higher (8.60%) than the current rate.

Current
Discount
1% Decrease Rate 1% Increase
6.60% 7.60% 8.60%
Net pension liability $ 1,395,053 $§ 682,900 $ 76,100

Note: The current discount rate shown for GASB 68 purposes is higher than the MERS assumed rate of
return. This is because for GASB purposes, the discount rate must be gross of administrative expenses,
whereas for funding purposes, it is net of administrative expenses.
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Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
Pensions

For the year ended December 31, 2020, the Library recognized pension benefit of $(30,906). The Library
reported deferred outflows and inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows of  Inflows of
Resources Resources

Difference in experience $ - $ (123,098)

Difference in assumptions 169,532 -

Excess (deficit) investment returns - (205,588)
Total $ 169532 § (328,686)

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

Years Ended
2021 $ (65304)
2022 89,242
2023 (122,872)
2024 (60,220)

$ (159,154)

NOTE G - DEFERRED COMPENSATION PLAN

The Library offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code 457. The plan, available to all Library employees, permits them to defer a portion of their
salary until future years. The deferred compensation is not available to employees until termination,
retirement, death or unforeseeable emergency.

In complying with the amended Section 457 requirements, these assets are for the exclusive benefit of

participants and not subject to the claims of the Library's general creditors. As such, they are not
included in a custodial fund of the Library.
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NOTE H - OPERATING LEASES

The Library leases equipment from a financial institution under a five year operating lease expiring in
August 2023. The total rent expense was $22,909 for the year ended December 31, 2020.

The minimum annual payments under this lease are as follows:

Years Ended
2021 S 22,909
2022 22,909
2023 15,273

3 61,091

NOTE I - RISKS AND UNCERTAINTIES

Risk Management

The Library is exposed to various risks of loss related to property, torts, errors and omissions, employee
injuries (workers' compensation), as well as medical benefits provided to employees. The Library has
purchased commercial insurance for claims. Settled claims relating to the commercial insurance have not
exceeded the amount of insurance coverage in the past four fiscal years. There were no significant
reductions in insurance coverage during the past year.

COVID-19

On March 10, 2020, the World Health Organization declared the coronavirus outbreak (COVID-19) a
pandemic. The Library believes it understands the risks associated with COVID-19. The Library is
continuously implementing risk mitigation tactics as to the risk of the impact of COVID-19 related to
their operations within and outside the Library. The extent to which the pandemic impacts operations
will depend on future developments, which are highly uncertain at this time and cannot be predicted.

The Library was generally closed to the public after the onset of the pandemic as a result of COVID-19
and reopened as restrictions were lifted. To ease the financial burden on patrons, the Library decided to
suspend the collection of penal fines in August. The Library received a CARES Act grant for
approximately $6,000 and a Michigan Department of Labor and Economic Opportunity grant for

approximately $9,700 to reduce the financial impact of the pandemic on operations during the year ended
December 31, 2020.

Where possible, the Library conducts meetings virtually to mitigate risks of meeting in person. The
Library has made various technological improvements to facilitate remote work and meeting settings as a
result of COVID-19 and reopened as restrictions were lifted.
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NOTE J - COMMITMENTS AND CONTINGENCIES
Collectively Bargained Employment Agreement
The employees of the Library are organized under the Teamsters State, county and municipal workers

local 214 (the "Union"). The Board of Trustees and the Union have a contract for October 20, 2016
through December 31, 2021.
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Traverse Area District Library

SCHEDULE OF CHANGES IN THE MERS NET PENSION ASSET AND RELATED RATIOS

For the years ended December 31:

2020 2019 2018 2017 2016 2015
Total Pension Liability

Service cost $ 1,100 $ 1,515 § 1,950 ¢ 199,446 $ 215673 §$ 197,882
Interest 514,941 559,529 554,612 668,004 603,264 574,593
Changes in benefit terms - - - (1,603,158) - -
Difference between expected and actual experience (37,768) (271,179) (30,107) (117,979) 242,089 -
Changes in assumption 254,298 - - - 450,014 -
Benefit payments, including employee refunds (505,221) (448,086) (451,825) (431,735) (429,433) (389,185)
Other 24,596 (31,582) (14,823) (23,177) (34,593) (24,527)

Net change in total pension liability 251,946 (189,803) 59,807 (1,308,599) 1,047,014 358,763
Total pension liability, beginning 7,027,594 7,217,397 7,157,590 8,466,189 7,419,175 7,060,412

Total pension liability, ending

$ 7,279,540 § 17,027,594

$ 7217397 § 7,157,590

$§ 8466,180 § 7,419,175

Plan Fiduciary Net Position

Contributions - employer

Contributions - employec

Net investment income

Benefit payments, including employee refunds
Administrative expense

Net change in plan fiduciary net position
Plan fiduciary net position, beginning
Plan fiduciary net position, ending

Employer net pension liability

Plan fiduciary net position as a percentage of total pension liability

Covered employee payroll

Employer's net pension liability as a percentage of covered employee

payroll

Note to schedule:
The plan was closed October 31, 2016.
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$ 230,000 $ 299,528 § 299,372 § 299,900 $ 654,923 § 265,502
- - - (123) 68.879 83,538
755,913 749,972 (231,447) 707,090 555,932 (70,448)
(505,221) (448,086) (451,825) (431,735) (429,433) (389,185)
(12,147) (12,930) (11,492) (11,182) (10,910) (10,244)
468,545 588,484 (395,392) 563,950 839,391 (120,837)
6,128,095 5,539,611 5,935,003 5,371,053 4,531,662 4,652,499

$ 6,596,640 S 6,128,095

$ 5539611 $ 5,935,003

$ 5371,053 $ 4,531,662

$ 1,677,786 $ 1,222,587

$ 682000 5 899499

91 % 87 %
$ 1236453 $ 1401775

$ 3,095136 S 2,887,513

77 % 83 %

$ 1646335 3 1,733,192

63 % 61 %

$ 1,785,090 § 1,673,876

173 % 173 %



Traverse Area District Library
SCHEDULE OF MERS EMPLOYER'S CONTRIBUTIONS

For the years ended December 31,

2020 2019 2018 2017 2016 2015
Actuarial determined contributions $ 120,000 $ 99,528 $ 99,372 $ 99,777 § 304,734 § 265,502
Contribution in relation to the actuarially determined
contributions 230,000 299,528 299,372 299,777 679,734 265,502

Contribution excess § 110,000 $ 200,000 $ 200,000 $ 200,000 $ 375,000 § -
Covered emp]oyee payrol] $1 ,236,453 $1 2401 ,775 $1 36463335 $1 27333 192 $I ,785:090 $1 z6732876
Contributions as a percentage of covered employee payroll 19 % 21 % 18 % 17 % 38 % 16 %
Notes to Schedule
Actuarial cost method Entry age
Amortization method Level percentage of payroll, closed
Remaining amortization period 23 years
Asset valuation method 5 year smoothed
Inflation 2.5%
Salary increases 3.0%
Investment rate of return 7.75%
Retirement age Varies depending on plan adoption
Mortality 50% female/ 50% male RP-2014 Group Annuity Mortality

Table

Previous actuarial methods and assumptions:
A seven year smoothed asset valuation method was used for the time period of 2015 through 2018. Inflation and salary increases were expected to
be 3.5% and 4.5%, respectively, for 2015. Salary increases were expected to be 3.75% for the time period of 2016 through 2019.
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Traverse Area District Library

BUDGETARY COMPARISON SCHEDULE FOR THE GENERAL FUND

Year Ended December 31, 2020

Variances - Positive

(Negative)
Budgeted Amounts Actual Original to  Final to Actual
Original Final (GAAP Basis) Final Total
REVENUES
Property taxes $4.964.590 $4,964,590 $ 4,988,837 - 3 24,247
State grants 118,425 118,425 119,047 - 622
Other grants 10,000 10,000 45,975 - 35,975
Charges for services 80,000 80,000 57,881 - (22,119)
Fines and forfeitures 320,000 231,485 224,147 (88,515) (7,338)
[nterest income 15,000 15,000 23,890 - 8.890
Contributions and other income 48.500 48,500 34,966 - (13.534)
Total revenues 5.556.515 5.468.000 5.494.743 (88.515) 26.743
EXPENDITURES
Current
Personnel 3,261,357 3,345,282 3,153,344 (83,925) 191,938
Supplies 731.745 801,745 716,463 (70,000) 85,282
Other services and charges 1,462,563 1,284,722 1,164,648 177,841 120,074
Capital outlay 100.850 130.850 93.455 (30.000) 37.395
Total expenditures 5.,556.515 5.562.599 5.127.910 (6,084) 434,689
REVENUES OVER (UNDER)
EXPENDITURES - (94.599) 366.833 (94.599) 461,432
OTHER FINANCING SOURCES (USES)
Operating transfers in - 110,000 110,000 110,000 -
Operating transfers out = (403.805) (403.805) (403.805) =
Total other financing
sources (uses) - (293.805) (293.805) (293.,805) -
NET CHANGE IN FUND
BALANCE - (388.,404) 73,028 (388,404) 461,432
Fund balance, beginning of year 1,422,722 1,422,722 1,422,722 - -
Fund balance. end of year $1.422.722 §$1.034318 § 1495750 § (388.404) § 461,432
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Traverse Area District Library

DETAIL SCHEDULE OF REVENUE, EXPENSE AND CHANGE IN FUND BALANCE - BUDGET AND
ACTUAL - GENERAL FUND

Year Ended December 31, 2020

Variances - Positive (Negative)

Budgeted Amounts Actual Original to Final to Actual
Original Final (GAAP Basis) Final Total
REVENUES
Property taxes $ 4,964,590 § 4,964,590 $ 4,988,837 S - 8 24247
State grants 118.425 118,425 119,047 - 622
Other grants 10,000 10,000 45,975 - 35,975
Charges for services 80,000 80,000 57,881 - (22,119)
Fines and forfeitures 320,000 231,485 224,147 (88,515) (7,338)
Interest income 15,000 15,000 23,890 - 8,890
Contributions and other income 48,500 48,500 34,966 - (13.534)
Total revenues 5,556,515 5,468,000 5.494.743 (88,515) 26,743
EXPENDITURES
Current
Personnel
Salaries and wages 2,412,415 2,386,340 2,255,968 26,075 130,372
Payroll taxes 67,301 67,301 60,287 - 7,014
Medical insurance 367,526 367,526 331,397 - 36,129
Life insurance 9,085 9,085 7,929 - 1,156
Retirement contributions 382,050 492,050 475,639 (110,000) 16,411
Workers' Compensation
insurance 7.500 7.500 7.860 - (360)
Unemployment insurance 7.240 7.240 7.146 - 94
Disability insurance 8.240 8.240 7.118 - 1,122
Total personnel 3.261,357 3,345,282 3.153.344 (83,925) 191,938
Supplies
Office supplies 123,015 153,015 120.381 (30,000) 32,634
Operating supplies 601,980 636,980 593,432 (35,000) 43,548
Repair and maintenance 6,750 11,750 2.650 (5,000) 9.100
Total supplies 731,745 801.745 716.463 (70.000) 85.282
Other services and charges
Contract services 272,955 195.114 179.921 77.841 15.193
Communication 29,290 29,290 22,403 - 6.887
Education and travel 63.920 63.920 29,770 - 34,150
Printing and publishing 30.800 30.800 13,939 - 16.861
Insurance and bonds 32,040 32,040 30,818 - 1,222
Public utilities 118,200 118,200 90,610 - 27,590
Repair and maintenance 355,170 255,170 242,500 100,000 12,670
Aid to other units 550,188 550,188 550,188 - -
Miscellaneous 10,000 10,000 4,499 - 5.501
Total other services and
charges 1,462,563 1,284,722 1,164,648 177,841 120.074
Capital Outlay 100,850 130.850 93,455 (30,000) 37.395
Total expenditures 5.556.515 5.562.599 5.127.910 (6.084) 434.689
REVENUES OVER (UNDER)
EXPENDITURES - (94,599) 366,833 (94,599) 461,432
OTHER FINANCING SOURCES (USES)
Operating transfers in - 110,000 110.000 110,000 -
Operating transfers out - (403,805) (403.805) (403.805) -
NET CHANGE IN FUND BALANCE - (388,404) 73.028 (388.,404) 461,432
Fund balance, beginning of year 1,422,722 1,422,722 1,422.722 - -
Fund balance, end of year $ 1,422,722 $ 1,034.318 $ 1.495.750 $ (388.404) $ 461.432
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Traverse Area District Library
Traverse City, Michigan

We have audited, 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, the financial statements of the governmental activities, each major
fund and the aggregate remaining fund information of the Traverse Area District Library (the "Library" or
"TADL") 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 and have issued our report thereon dated
June 17, 2021.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Library'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 Library’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Library’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 Library’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.
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Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that have
not been identified. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, as described below, we identified a deficiency
in internal control that we consider to be a significant deficiency.

Finding 2020-001 Preparation of Financial Statements

Criteria: The preparation of financial statements is the responsibility of the Library management and
requires internal controls over both (1) recording, processing and summarizing financial data (i.e.,
maintaining internal books and records) and (2) reporting this financial data in the form of financial
statements, including all related note disclosures (i.e., external financial reporting).

Condition: As is the case with many small governments, the Library is relying on their independent external
auditors to assist with the preparation of the financial statements and related note disclosures as part of its
external financial reporting process.

Cause: This condition was caused by the Library's decision that it is more cost effective to outsource the
preparation of its annual financial statements to auditors than to incur the time and expense of obtaining the
necessary training and expertise required for the Library to perform this task internally.

Effect: The Library's ability to adjust its books and records and prepare financial statements is based, in part,
on its reliance on its external auditors who cannot, by definition, be considered a part of the Library's internal
controls.

Recommendation: The Library should perform a review of the draft financial statements and notes prior to
approving them to accept responsibility for their content.

Management's Response: The Library has evaluated the cost vs. benefit of establishing internal controls
over the preparation of financial statements in accordance with GAAP, and determined that it is in the best
interests of the Library to outsource this task to its external auditors and to carefully review the draft financial
statements and notes prior to approving them and accepting responsibility for their content and presentation.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Library’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

-37-



Board of Trustees
Traverse Area District Library

Library's Response to Finding

The Library's response to the finding identified in our audit is identified above. The Library's response was
not subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on it.

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 Library'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 Library's internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Dennis, Cartttond' g Niorgarth

June 17, 2021
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AUDIT-RELATED COMMUNICATIONS

To the Board of Trustees
Traverse Area District Library

We have audited the financial statements of the governmental activities, each major fund and the aggregate
remaining fund information of the Traverse Area District Library (the "Library" or "TADL") for the year
ended December 31, 2020. Professional standards require that we provide you with information about our
responsibilities under generally accepted auditing standards and Government Auditing Standards as well as
certain information related to the planned scope and timing of our audit. We have communicated such
information in our letter to you dated April 14, 2021. Professional standards also require that we
communicate to you the following information related to our audit.

Compliance and Internal Controls

As part of obtaining reasonable assurance about whether the Library's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements. 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.

In planning and performing our audit of the financial statements in accordance with auditing standards
generally accepted in the United States of America, we considered the Library's internal control over
financial reporting (internal control) as a basis for designing 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 Library's internal control. Accordingly, we do not
express an opinion on the effectiveness of the Library's internal control.

We have issued our 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
thereon dated June 17, 2021.
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The following additional matters are not considered to be material weaknesses or significant deficiencies in
internal control, but are opportunities to improve the Library's internal control procedures:

Consider Risks in Operations of Third-party Service Providers

The Library uses investment service providers ("service providers"). Although internal controls are in
place to ensure the accuracy and validity of the data going to the service providers, the accuracy and
validity of investment related results is only as good as the internal controls employed by the third-party
service providers. By using third-party service providers, the Library assumes the risk of incomplete or
inaccurate data processing, or worse, the risk of fraud. We recommend the Library annually inquire and
obtain, if available, each vendors' service auditor report under SAS No. 70, Service Organizations, to
assist in evaluating each vendors' internal control design and operating effectiveness.

Increase the Threshold for Capitalization of Fixed Assets

At present, the Library capitalizes property acquisitions with a useful life of greater than one year and
value of over $500. We recommend that management consider increasing the threshold to avoid having
to keep ongoing records for items of relatively small value. Purchases costing less than the newly
established amount or having a useful life of less than one year should be expensed, since the
administrative burden of maintaining depreciation records for such items would exceed the benefits.

Current Year Status of Prior Year Recommendation
Approval of Journal Entries - Resolved During 2020

During our audit, we noted journal entries did not have approval by a member of management that
is separate from the entry postings. We recommend the adoption of a policy whereby all journal
entries will be approved by a member of management that does not have access to posting journal
entries. All entries should be initialed by the preparer and the individual approving them in order
to document approval by the appropriate individuals. Additionally, we recommend all journal
entries be accompanied by a description and adequate supporting data.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the Library are described in Note A of the financial statements. No new
accounting policies were adopted and the application of existing policies was not changed in the year. We
noted no transactions entered into by the Library during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in the
proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are based
on management's 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 significantly from those
expected. The most sensitive estimates affecting the financial statements were:
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- Net pension liability based on information provided by MERS.
- Management's estimate of depreciation expense was based on useful lives of capital assets per Internal
Revenue Service guidelines.

We evaluated the key factors and assumptions used to develop the estimates in determining that they are
reasonable in relation to the financial statements taken as a whole.

The financial statement disclosures are neutral, consistent and clear. Certain financial statement disclosures
are particularly sensitive because of their significance to financial statement users. The most sensitive
disclosures affecting the financial statements were:

- Pension Plan
- Commitments and Contingencies

No Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are clearly trivial, and communicate them to the appropriate level of management.
Below is a summary of corrected adjustments of the financial statements. There were no uncorrected
misstatements.

Corrected Adjustments

- Adjust General Fund taxes receivable and deferred taxes to actual (increase of approximately
$133,000).

- Record transfer of General Fund balance to Public Improvement and Internal Service Funds
(approximately $388,000).

No Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting or auditing
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or the
auditor's report. We are pleased to report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated June 17, 2021.
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Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a "second opinion" on certain situations. If a consultation involves application
of an accounting principle to the Library's financial statements or a determination of the type of auditor's
opinion that may be expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge,
there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Library's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Leases

Governmental Accounting Standards Board Statement No. 87, Leases, will be effective for reporting periods
beginning after June 15, 2021. This standard establishes revised standards on lease accounting and financial
reporting requiring all capital and operating leases be recorded on the government-wide and proprietary fund
statements as a right-to-use asset and offsetting lease liability. The standard does not apply to short-term
leases under a year in length.

New Auditor Reporting Standards

In May 2019, the AICPA Auditing Standards Board issued Statement on Auditing Standards (SAS) No. 134,
Auditing Reporting and Amendments, Including Amendments Addressing Disclosures in the Audit of
Financial Statements. The standard will significantly alter the content and layout of the auditor's report.
SAS No. 134 will place the auditor's opinion at the front of the report to highlight the auditor’s opinion and
the responsibilities of both entity management and auditors. Additionally, the standard addresses the
auditor's responsibility to communicate key audit matters (KAMs) in the auditor's report, when the auditor is
engaged to do so. However, the communication of KAMs is not mandated. The standard is effective for
periods ending on or after December 15, 2021.
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Other Matters

We applied certain limited procedures to the required supplementary information (RSI) that supplements the
basic financial statements. Our procedures consisted of inquiries of management regarding the methods of
preparing the information and comparing the information for consistency with management's responses to
our inquires, the basic financial statements and other knowledge we obtained during our audit of the basic
financial statements. We did not audit the RSI and do not express an opinion or provide any assurance on the
RSL

We were engaged to report on the supplementary information, which accompanies the financial statements
but is not required supplementary information. With respect to this supplementary information, we made
certain inquiries of management and evaluated the form, content and methods of preparing the information to
determine that the information complies with accounting principles generally accepted in the United States of
America, the method of preparing it has not changed from the prior period, and the information is appropriate
and complete in relation to our audit of the financial statements. We compared and reconciled the
supplementary information to the underlying accounting records used to prepare the financial statements or to
the financial statements themselves.

This information is intended solely for the information and use of the Board of Trustees and management of
the Traverse Area District Library, and is not intended to be, and should not be, used by anyone other than
these specified parties.

Dernis, Garttandy Nierganth

June 17, 2021
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