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Independent Auditor’s Report 

To the Board of Directors 
Redford Township District Library 
 

We have audited the accompanying financial statements of the governmental activities and each 
major fund of Redford Township District Library (the “Library”) as of and for the year ended 
March 31, 2011, which collectively comprise the Library’s basic financial statements as listed in 
the table of contents.  These financial statements are the responsibility of Redford Township 
District Library’s management.  Our responsibility is to express opinions on these financial 
statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement.  
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements.  An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinions. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of the governmental activities and each major fund of Redford Township 
District Library as of March 31, 2011 and the respective changes in financial position for the year 
then ended, in conformity with accounting principles generally accepted in the United States of 
America. 
 
Redford Township District Library’s management’s discussion and analysis and budgetary 
comparison schedule - General Fund, as identified in the table of contents, are not required 
parts of the basic financial statements but are supplemental information required by the 
Governmental Accounting Standards Board. We have applied certain limited procedures, which 
consisted principally of inquiries of management, regarding the methods of measurement and 
presentation of the required supplemental information. However, we did not audit the 
information and express no opinion on it. 
 

 
August 5, 2011
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Our discussion and analysis of Redford Township District Library’s (the “Library”) financial 
performance provides an overview of the Library’s financial activities for the fiscal year ended 
March 31, 2011.  Please read it in conjunction with the Library’s financial statements.  

Using this Annual Report 

This annual report consists of a series of financial statements.  The statement of net assets and 
the statement of activities provide information about the activities of the Library as a whole and 
present a longer-term view of the Library’s finances.  This longer-term view uses the accrual 
basis of accounting so that it can measure the cost of providing services during the current year 
and whether the taxpayers have funded the full cost of providing government services.  

The fund financial statements present a short-term view; they tell us how the taxpayers’ 
resources were spent during the year, as well as how much is available for future spending. Fund 
financial statements also report the Library’s operations in more detail than the government-
wide financial statements by providing information about the Library’s most significant funds.   

Statement of Net Assets/Statement of Activities 

The following table shows, in a condensed format, the net assets as of March 31, 2011 and 2010: 

2011 2010
Assets

Current assets 5,558,040$         5,880,043$          
Capital assets 8,395,377           8,678,556            

Total assets 13,953,417 14,558,599

Liabilities
Current liabilities 482,480 478,132
Long-term liabilities 6,740,809           6,653,088            

Total liabilities 7,223,289           7,131,220            

Net Assets
Investment in capital assets - Net of related debt 2,300,377 2,228,556
Restricted 706,484 704,490
Unrestricted 3,723,267           4,494,333            

Total net assets 6,730,128$      7,427,379$       

March 31

 
The Library’s combined net assets decreased 9.4 percent from a year ago, decreasing from 
approximately $7.4 million to $6.7 million. 
 



Redford Township District Library 
Management’s Discussion and Analysis (Continued) 

   3

The following table shows the changes in net assets during the fiscal years ended March 31, 2011 
and 2010: 
 

2011 2010
Revenue

Tax levy 1,615,872$         1,796,691$          
Penal fines 53,347 60,568
State aid 25,456 15,609
Book fines 62,214 62,927
Investment earnings 119,095 68,917
Miscellaneous 51,743                64,851                 

Total revenue 1,927,727 2,069,563

Expenses
Personnel 1,451,649 1,584,941            
Contractual services and books 143,874 175,820               
Operating costs 291,327 318,697               
Debt service 262,387 274,125               
Capital outlay 3,037 6,905                   
Depreciation 472,704              484,515               

Total expenses 2,624,978           2,845,003            

Change in Net Assets (697,251)$        (775,440)$         

Year Ended March 31

 
The Library’s total revenue decreased by approximately $142,000 in the current year.  Property 
taxes decreased by approximately $181,000 due primarily to a decrease in property tax value in 
Redford Township.  Conversely, investment earnings increased by $50,000 primarily due to a 
change in the investment portfolio mix from treasury bills to longer-term negotiable certificates 
of deposit.  

Overall, current year expenses decreased by approximately $220,000 or 7.7 percent from the 
prior year.  The Library has made a concerted effort to contain costs by implementing 
reductions in medical healthcare costs and capital outlay in fiscal year 2011.   
       
The Library’s Funds 

Our analysis of the Library’s major funds follows the government-wide financial statements.  The 
fund financial statements provide detailed information about the most significant funds, not the 
Library as a whole.  The Library board creates funds to help manage money for specific 
purposes as well as to show accountability for certain activities, such as the property tax millage 
for the 2002 bond issuance.  The Library’s major funds for 2011 consisted of the General Fund, 
Accrued Employee Benefits Fund, and the Debt Service Fund. 
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Budgetary Highlights 

Over the course of the year, the Library amended the budget to account for an increase in 
capital outlay expenses.  The Library did not have any negative budget variances and actual 
expenditures were $183,176 below budget.   

Capital Asset and Debt Administration 

During the year, the Library purchased a new book tracking system, computer equipment, and 
library materials (books, CDs, and audiovisual materials).  The library building was constructed 
with the proceeds received from the issuance of $8.5 million 2002 Library Building and Site 
Bonds.  The outstanding balance on the bonds was $6.10 million on March 31, 2011.   

Economic Factors and Next Year’s Budgets and Rates 

The Library continues to monitor staffing levels and library services to ensure that it is meeting 
public needs. An expected decline in property taxes and state-aid revenue will cause some 
tightening in operating expenses next year; however, the Library has a long-range budget plan in 
place to help with future planning.    

Contacting the Library’s Management 

This financial report is intended to provide our citizens, taxpayers, customers, and investors with 
a general overview of the Library’s finances and to show the Library’s accountability for the 
money it receives. If you have questions about this report or need additional information, we 
welcome you to contact the library director’s office. 
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General

Fund

Special 

Revenue Fund - 

Accrued 

Employee 

Benefits Fund

Debt Service 

Fund

Total Modified 

Accrual Basis

Assets
Cash and investments (Note 3) 4,750,571$       -   $                 621,913$        5,372,484$      
Taxes receivable 125,991            -                      49,136            175,127           
Due from other funds/internal balances (Note 4) -                       84,000            35,435            119,435           
Due from other governmental units 10,429              -                      -                      10,429             
Capital assets (Note 5):

Assets not being depreciated -                       -                      -                      -                      
Assets being depreciated -                       -                      -                      -                      

Total assets 4,886,991$     84,000$        706,484$      5,677,475$    

Liabilities
Accounts payable 55,268$            -   $                 -   $                 55,268$           
Accrued and other liabilities 31,595              -                      -                      31,595             
Deferred property taxes 125,990            -                      49,432            175,422           
Due to other funds (Note 4) 119,435            -                      -                      119,435           
Compensated absences (Note 6):    
     Due within one year -                       -                      -                      -                      
     Due in more than one year -                       -                      -                      -                      
Long-term debt (Note 6):
     Due within one year -                       -                      -                      -                      
     Due in more than one year -                       -                      -                      -                      
Net other postemployment benefits (Note 10) -                       -                      -                      -                      

Total liabilities 332,288            -                      49,432            381,720           

Fund Balances - Unreserved (Note 7) 4,554,703         84,000            657,052          5,295,755        

Total liabilities and fund balances 4,886,991$     84,000$        706,484$      5,677,475$    

Net Assets
Invested in capital assets - Net of related debt
Restricted - Debt service
Unrestricted

Total net assets

Individual Library Funds

 



 

   6

Individual Funds Balance Sheet/Statement of Net Assets 
March 31, 2011 

Library as  a 

Whole

GASB No. 34 

Adjustments 

(Note 11)

Statement of 

Net Assets - 

Full Accrual 

Basis

-   $                 5,372,484$     
-                      175,127          

(119,435)         -                      
-                      10,429            

325,000          325,000          
8,070,377       8,070,377       

8,275,942       13,953,417     

-                      55,268            
-                      31,595            

(175,422)         -                      
(119,435)         -                      

  
20,617            20,617            
66,262            66,262            

375,000          375,000          
5,720,000       5,720,000       

954,547          954,547          

6,841,569       7,223,289       

(5,295,755)      -                      

2,300,377       2,300,377       
706,484          706,484          

3,723,267       3,723,267       

6,730,128$   6,730,128$   
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General

Fund

Special 

Revenue Fund -

Accrued 

Employee 

Benefits Fund

Debt Service 

Fund

Total Modified 

Accrual Basis

Revenue
Tax levy 1,012,019$      -   $                620,400$         1,632,419$     
Penal fines 53,347             -                     -                       53,347            
State aid 25,456             -                     -                       25,456            
Book fines 62,214             -                     -                       62,214            
Investment earnings 119,021           -                     74                    119,095          
Miscellaneous 51,743             -                     -                       51,743            

Total revenue 1,323,800        -                     620,474           1,944,274       

Expenditures
Personnel 991,355           -                     -                       991,355          
Contractual services and books 275,641           -                     -                       275,641          
Operating costs 291,327           -                     -                       291,327          
Debt service -                       -                     617,387           617,387          
Capital outlay 60,795             -                     -                       60,795            
Depreciation -                       -                     -                       -                      

Total expenditures 1,619,118        -                     617,387           2,236,505       

Excess of Revenue (Under) Over 
Expenditures (295,318)          -                     3,087               (292,231)         

Fund Balance/Net Assets - Beginning of year 4,850,021        84,000            653,965           5,587,986       

Fund Balance/Net Assets - End of year 4,554,703$    84,000$        657,052$       5,295,755$   

Individual Library Funds
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Individual Funds Statement of Revenue, Expenditures, and Changes  
in Fund Balance/Statement of Activities 

Year Ended March 31, 2011 

Library as a 

Whole

GASB No. 34 

Adjustments 

(Note 11)

Statement of 

Activities - Full 

Accrual Basis

(16,547)$          1,615,872$     
-                       53,347            
-                       25,456            
-                       62,214            
-                       119,095          
-                       51,743            

(16,547)            1,927,727       

460,294           1,451,649       
(131,767)          143,874          

-                       291,327          
(355,000)          262,387          

(57,758)            3,037              
472,704           472,704          

388,473           2,624,978       

(405,020)          (697,251)         

1,839,393        7,427,379       

1,434,373$    6,730,128$    
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Note 1 - Summary of Significant Accounting Policies 

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

Reporting Entity 

The Library is governed by an appointed seven-member board of trustees.  In 
accordance with generally accepted accounting principles, there are no component 
units to be included in these financial statements. 

Measurement Focus, Basis of Accounting, and Financial Statement 
Presentation 

The Library’s basic financial statements include both the Library as a whole and its 
individual fund financial statements. 

Library as a Whole Financial Statements 

The Library as a whole financial statements (i.e., the statement of net assets and the 
statement of activities columns) are reported using the economic resources 
measurement focus and the accrual basis of accounting, which are described below. 

Revenue is recorded when earned and expenses are recorded when a liability is 
incurred, regardless of the timing of related cash flows.  Property tax revenue, 
grants, and similar items are recognized as revenue as soon as all eligibility 
requirements imposed by the provider have been met.  

The statement of net assets includes and recognizes all long-term assets and 
receivables as well as long-term debt and obligations.  The Library’s net assets are 
reported in three parts:  invested in capital assets - net of related debt, restricted net 
assets, and unrestricted net assets. 

The statement of activities includes depreciation on long-term assets and eliminates 
capital outlay expense. 

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

Private sector standards of accounting issued prior to December 1, 1989 are 
generally followed in the Library-wide statements to the extent that those standards 
do not conflict with the standards of the Governmental Accounting Standards Board. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 

Fund Financial Statements 

The Library’s individual fund financial statements are reported using the current 
financial resources measurement focus and the modified accrual basis of accounting, 
which is described below. 

Revenue is recognized as soon as it is both measurable and available.  Revenue is 
considered to be available if it is collected within the current period or soon enough 
thereafter to pay liabilities of the current period.  For this purpose, the Library 
considers revenue to be available if it is collected within 60 days of the end of the 
current fiscal period.  Expenditures generally are recorded when a liability is 
incurred, as under accrual accounting.  However, expenditures relating to 
compensated absences and claims and judgments are recorded only when payment 
is due.  

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

The Library reports the following governmental funds: 

General Fund - The General Fund contains the records of the ordinary activities of 
the Library.  General Fund activities are financed by revenue from a general property 
tax millage, state aid, and other sources.   

Special Revenue Fund - Accrued Employee Benefits - The Special Revenue 
Fund is used to account for the proceeds of earmarked revenue or financing 
activities requiring separate accounting because of legal or regulatory provisions.  
The Library’s Accrued Employee Benefits Fund (a Special Revenue Fund) was 
created to account for contributions received from the General Fund toward the 
funding of these benefits.   

Debt Service Fund - The Debt Service Fund is used to account for the annual 
payments of principal, interest, and expenses in connection with the 2002 Library 
Building and Site Bonds.  Debt Service Fund activities are financed by revenue from a 
property tax millage that expires in 2021. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 

Assets, Liabilities, and Net Assets or Equity 

Bank Deposits and Investments - Cash and cash equivalents include cash on 
hand, demand deposits, and short-term investments with a maturity of three months 
or less when acquired. 

Investments - Investments are recorded at fair value, based on quoted market 
prices. 

Receivables and Payables - In general, outstanding balances between funds are 
reported as “due to/from other funds.”     

Property Taxes - Property tax receivables are shown net of allowance for 
uncollectible amounts, if deemed necessary.  Properties are assessed as of 
December 31 and become a lien on December 1 of the following year.  Related 
property taxes are billed on July 1 and December 1 of the following year.  These 
taxes are due on September 15 and February 14 with the final collection date of 
February 28 before they are added to the county tax rolls. 

The July 1, 2010 debt millage and the December 1, 2010 operating millage are 
intended to finance debt service and operations for the year ended March 31, 2011. 
Therefore, they are recognized as revenue during the current year.   

The 2011 taxable valuation of the Library totaled approximately $1.13 billion, on 
which taxes levied consisted of .9233 mills for the Library’s operations and        
.5508 mills for debt service.  This resulted in $1.0 million for operations and 
$620,000 for debt service.  These amounts are recognized in the respective General 
Fund and Debt Service Fund financial statements as tax revenue. 

Capital Assets - Capital assets are defined by the Library as assets with an initial 
cost of more than $1,000 and an estimated useful life in excess of one year.  Such 
assets are recorded at historical cost or estimated historical cost if purchased or 
constructed.  Donated capital assets are recorded at estimated fair market value at 
the date of donation.  
 
Buildings, furniture and equipment, library books, periodicals, and videos are 
depreciated using the straight-line method over their useful lives, as follows: 
 
Buildings 50 years
Furniture and equipment 5-15 years
Library books and AV materials 2-10 years
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Note 1 - Summary of Significant Accounting Policies (Continued) 

Compensated Absences (Vacation and Sick Leave) - It is the Library’s policy to 
permit employees to accumulate earned but unused sick and vacation pay benefits.  
All vacation and sick pay is accrued when incurred in the Library-wide financial 
statements.  A liability for these amounts is reported in governmental funds only for 
eligible employee terminations as of year end. 
 
Long-term Obligations - In the government-wide financial statements, long-term 
debt and other long-term obligations are reported as liabilities in the governmental 
activities statement of net assets. 
 
Pension and Other Postemployment Benefit Costs - The Library offers both 
pension and retiree healthcare benefits to board-approved retirees. The Library 
receives an actuarial valuation to compute the annual required contribution (ARC) 
necessary to fund the obligation over the remaining amortization period. In the 
governmental funds, pension and OPEB costs are recognized as contributions are 
made. For the government-wide financial statements, the Library reports the full 
accrual cost equal to the current year required contribution, adjusted for interest 
and “adjustment to the ARC” on the beginning of year underpaid amount, if any. 
 
Subsequent Events - The financial statements and related disclosures include an 
evaluation of events up through and including August 5, 2011, which is the date the 
financial statements were available to be issued.   

Use of Estimates - The preparation of financial statements in conformity with 
accounting principles generally accepted in the United States of America requires 
management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenue and expenses during 
the period.  Actual results could differ from those estimates. 
 

Note 2 - Stewardship, Compliance, and Accountability  

Budget Information - The annual budget is prepared by the director and the 
Library board and adopted by the Library board; subsequent amendments are 
approved by the Library board.  Unexpended appropriations lapse at year end; 
encumbrances are not included as expenditures.  The amount of encumbrances 
outstanding at March 31, 2011 has not been calculated.  During the current year, the 
budget was amended in a legally permissible manner. 

A budget was not prepared for the Accrued Employee Benefits Fund because no 
expenditures were anticipated. 
 



Redford Township District Library 
Notes to Financial Statements 

March 31, 2011 

  13

Note 2 - Stewardship, Compliance, and Accountability (Continued) 

The budget has been prepared in accordance with accounting principles generally 
accepted in the United States of America. The budget statement (statement of 
revenue, expenditures, and changes in fund balance) is presented on the same basis 
of accounting and level of detail as the adopted budget.  State law requires 
expenditures to stay within appropriated amounts, and the Library did not have any 
unfavorable expenditure budget variances. 

Note 3 - Deposits and Investments 

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) 
authorizes local governmental units to make deposits and invest in the accounts of 
federally insured banks, credit unions, and savings and loan associations that have 
offices in Michigan.  The Library is allowed to invest in bonds, securities, and other 
direct obligations of the United States or any agency or instrumentality of the United 
States; repurchase agreements; bankers’ acceptances of United States banks; 
commercial paper rated within the two highest classifications, which matures not 
more than 270 days after the date of purchase; obligations of the State of Michigan 
or its political subdivisions, which are rated as investment grade; and mutual funds 
composed of investment vehicles that are legal for direct investment by local units of 
government in Michigan.  

The Library has designated four banks for the deposit of its funds.  The investment 
policy adopted by the board in accordance with Public Act 196 of 1997 has 
authorized investment in bonds and securities of the United States government and 
bank accounts and CDs, but not the remainder of state statutory authority as listed 
above.  The Library’s deposits and investment policies are in accordance with 
statutory authority.  

The Library’s cash and investments are subject to several types of risk, which are 
examined in more detail below: 

Custodial Credit Risk of Bank Deposits 

Custodial credit risk is the risk that in the event of a bank failure, the Library’s 
deposits may not be returned to it. At year end, the Library had $1,146 of bank 
deposits (certificates of deposit, checking, money market, and savings accounts) that 
were uninsured and uncollateralized.  The Library evaluates each financial institution 
with which it deposits funds and assesses the level of risk of each institution; only 
those institutions with an acceptable estimated risk level are used as depositories. 
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Note 3 - Deposits and Investments (Continued) 
 

Credit Risk 
 
State law limits investments in commercial paper to the top two ratings issued by 
nationally recognized statistical rating organizations. The Library has no investment 
policy that would further limit its investment choices. As of year end, the credit 
quality ratings of debt securities (other than the U.S. government) are as follows:  
 

Investment Fair Value Rating  Rating Organization 

Bank investment pools 305,064$    AAA S&P
Bank investment pools 621,913      AAA S&P
Bond mutual funds 1,576,601   AAA S&P
Negotiable certificates of deposit 1,770,972   Not rated N/A
 
Interest Rate Risk 
 
Interest rate risk is the risk that the value of investments will decrease as a result of a 
rise in interest rates. The Library’s investment policy does not restrict investment 
maturities, other than commercial paper which can only be purchased with a 270-
day maturity.  At year end, the average maturities of investments are as follows: 
 

Investment Fair Value  Maturity 

Bond mutual funds 550,638$   4.74 years
Bond mutual funds 251,860     5.30 years
Bond mutual funds 247,024     4.5 years
Bond mutual funds 280,992     4.52 years
Bond mutual funds 246,087     2.78 years
Negotiable certificates of deposit 688,075     Less than 1 year
Negotiable certificates of deposit 671,267     1-5 years
Negotiable certificates of deposit 411,630     Greater than 5 years
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Note 4 - Interfund Receivables and Payables 

The following are the interfund receivables at March 31, 2011: 

Receivable Fund Payable Fund Amount

Special Revenue Fund General Fund 84,000$             
Debt Service Fund General Fund 35,435               

Total interfund receivables 119,435$           
 
These balances result from the time lag between the recording of the transaction in 
the accounting system and the actual payments being made between funds. 

 
Note 5 - Capital Assets 

Capital asset activity of the Library was as follows: 
 

Balance
April 1, 2010 Additions Disposals

Balance 
March 31, 

2011

Capital assets not being depreciated -
Land 325,000$        -   $               -   $            325,000$        

Capital assets being depreciated:
Building 7,877,026       -                    -                 7,877,026       
Furniture and equipment 1,178,180       57,758          -                 1,235,938       
Library books and audiovisual

materials 3,585,268       131,767        -                 3,717,035       

Total 12,640,474     189,525        -                 12,829,999     

Less accumulated depreciation:
Building (944,165)         (157,541)       -                 (1,101,706)      
Furniture and equipment (530,853)         (105,022)       -                 (635,875)         
Library books and audiovisual

materials (2,811,900)      (210,141)       -                 (3,022,041)      

Total (4,286,918)      (472,704)       -                 (4,759,622)      

Net capital assets being depreciated 8,353,556       (283,179)       -                 8,070,377       

Net capital assets 8,678,556$     (283,179)$     -   $            8,395,377$     
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Note 6 - Long-term Debt 

The Library issued bonds to provide for the acquisition and construction of a library 
facility. The Library has the following long-term debt outstanding as of March 31, 
2011:   
 

 Principal 

Maturity 
Ranges 

 Balance

April 1,
2010  Additions  Reductions 

 Balance

March 31,
2011 

 Due Within 
One Year 

Governmental Activities
Bonds payable - 2002 Library and Building and

Site Bonds, original issue of $8,500,000
maturing through 2023, with interest
rates ranging from 2.75%-4.65% $375,000 - 

$665,000 6,450,000$    -   $           (355,000)$       6,095,000$    375,000$     

Other long-term liabilities - Compensated
absences N/A 77,840           36,581      (27,542)           86,879           20,617         

Total bonds payable and
other long-term liabilities 6,527,840$    36,581$    (382,542)$       6,181,879$    395,617$     

 

The compensated absences represent the estimated liability to be paid to employees 
under the Library’s paid time-off policy.  Under the Library’s policy, employees earn 
paid time off based on time of service with the Library. 

Debt Service Requirements 

The annual requirements to service all debt outstanding as of March 31, 2011 
(excluding compensated absences), including principal and interest, are as follows: 

 Years Ending 
March 31 Principal Interest Total

2012 375,000$       249,426$       624,426$       
2013 395,000         235,368         630,368         
2014 415,000         220,279         635,279         
2015 440,000         203,938         643,938         
2016 465,000         186,038         651,038         

2017-2021 2,705,000      610,064         3,315,064      
2022-2023 1,300,000      60,988           1,360,988      

Total 6,095,000$    1,766,101$    7,861,101$    
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Note 7 - Designated Fund Balance 

Library management has designated a portion of the fund balance of the General 
Fund for the following purposes: 

Working capital 405,000$       
Property tax float 750,000         
Capital improvements and replacements 860,000         
Library construction - Second floor 2,000,000      

Total designated fund balance 4,015,000      

Undesignated fund balance 539,703         

Total fund balance 4,554,703$    
 
The working capital designation represents approximately 25 percent of current 
year expenditures.  This amount is designated as the minimum amount of fund 
balance needed to operate the Library.     

The property tax float designation represents approximately 75 percent of the taxes 
levied in December 2010 to fund Library operations from January 2011 to 
December 2011, until taxes are collected next year. 

Capital improvements and replacements are designations to fund the estimated 
future capital outlay needs of the Library. 

Library construction - second floor is a designation to fund the costs associated with 
completing the construction of the unfinished space on the second floor of the 
Library. 

Undesignated fund balance has not been designated for a specific purpose at this 
time, but management is in the process of evaluating several potential uses. 

 
Note 8 - Risk Management 

The Library is exposed to various risks of loss related to property loss, torts, errors 
and omissions, and employee injuries (workers’ compensation), as well as medical 
benefits provided to employees.  The Library has purchased commercial insurance 
to cover these risks.  Settled claims related to the commercial insurance have not 
exceeded the amount of insurance coverage in any of the past three fiscal years.  
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Note 9 - Pension Plan  

Plan Description - The Library provides a defined benefit pension plan to its 
employees through the Municipal Employees’ Retirement System of Michigan 
(MERS), an agent multiple-employer pension plan.  MERS provides retirement and 
disability benefits; these benefits were established in Library policies and may be 
amended at any time.  MERS issues a publicly available financial report that includes 
financial statements as well as trend information for the system; that report may be 
obtained by writing to 1134 Municipal Way, Lansing, Michigan 48917. 

Funding Policy - The obligation to contribute to and maintain MERS for these 
employees was established by negotiation with the Library’s employees and 
currently does not require employee contributions. 

Annual Pension Cost - For the year ended March 31, 2011, the Library’s annual 
pension cost of $78,000 was equal to the required and actual contribution that was 
determined by the actuarial valuation at December 31, 2008, using the entry age 
normal actuarial cost method.  The actuarial assumptions included (a) an 8 percent 
investment rate of return, (b) projected salary increases of 4.5 percent to 
8.4 percent per year, with a 4.5 percent inflation increase, and (c) no cost-of-living 
adjustments.   

Three-year trend information is as follows: 
 

Fiscal Year Ended March 31
2009 2010 2011

Annual pension cost (APC) 78,000$         74,000$         78,000$           
Percentage of APC contributed 100%            100%            100%              

Actuarial Valuation as of December 31
2008 2009 2010

Actuarial value of assets 1,608,859$    1,684,609$    1,776,386$      
Actuarial accrued liability (AAL)

(entry age) 1,835,329$    1,901,445$    1,967,306$      
Unfunded AAL (UAAL) 226,470$       216,836$       190,920$         
Funded ratio 87.7%           88.6%           90.3%             
Covered payroll 508,569$       535,564$       514,310$         
UAAL as a percentage of covered payroll 44.5% 40.5% 37.1%
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Note  9  - Pension Plan (Continued) 
 
Actuarial Methods and Assumptions - In the December 31, 2010 actuarial 
valuation (the most recent actuarial valuation), the entry age actuarial cost method 
was used.  Significant actuarial assumptions used include (a) an 8 percent 
investment rate of return, (b) projected salary increases of 4.5 percent to 8.4 
percent per year, and (c) no cost-of-living adjustments. The actuarial value of assets 
was determined using techniques that smooth the effects of short-term volatility 
over a four-year period.  The unfunded actuarial liability is being amortized as a 
level percentage of payroll on a closed basis.  The remaining amortization period is 
28 years. 

 
Note 10 - Postemployment Benefits 

The Library provides healthcare benefits to all full-time employees upon 
retirement, in accordance with current Library policy; however, the board 
reserves the right to change or withdraw that benefit at any time.  In the current 
year, the board authorized a $30,000 transfer into a single employer-defined 
benefit plan administered by the Municipal Employees’ Retirement System.  
Currently, the Library has no retirees who qualify for postemployment benefits.  
Expenditures for postemployment healthcare benefits are recognized as the 
insurance premiums become due. 

Plan Description - The Library provides retiree healthcare benefits to eligible 
employees and their spouses. This is a single employer-defined benefit plan 
administered by the Library. The benefits are provided to employees based on 
board approval.  

Funding Policy - The employee benefit currently does not require a contribution 
from employees. The Library has no obligation to make contributions in advance of 
when the insurance premiums are due for payment.  

Funding Progress - For the year ended March 31, 2011, the Library has 
estimated the cost of providing retiree healthcare benefits through an actuarial 
valuation as of March 31, 2010. The valuation computes an annual required 
contribution, which represents a level of funding that, if paid on an ongoing basis, is 
projected to cover normal cost each year and amortize any unfunded actuarial 
liabilities over a period not to exceed 30 years. This valuation’s computed 
contribution and actual funding are summarized as follows: 
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Note 10 - Postemployment Benefits (Continued) 

Annual required contribution (recommended) 489,617$           
Interest on the prior year's net OPEB obligation 20,132               
Less adjustment to the annual required contribution (28,494)              

Annual OPEB cost 481,255             

Less amounts contributed:
Payments of current premiums -                         
Advance funding 30,000               

Increase in net OPEB obligation 451,255             

OPEB obligation - Beginning of year 503,292             

OPEB obligation - End of year 954,547$           
 
The funding progress of the plan as of the most recent valuation date is as follows: 

Actuarial value of assets -$                   
Actuarial accrued liability (AAL) 3,253,746$        
Unfunded AAL (UAAL) 3,253,746$        
Funded ratio -                         
Annual covered payroll 508,569$           
Ratio of UAAL to covered payroll 640%
 
Actuarial Methods and Assumptions - Actuarial valuations of an ongoing plan 
involve estimates of the value of reported amounts and assumptions about the 
probability of occurrence of events far into the future. Examples include 
assumptions about future employment, mortality, and the healthcare cost trend. 
Amounts determined regarding the funded status of the plan and the annual 
required contributions of the employer are subject to continual revision as actual 
results are compared with past expectations and new estimates are made about 
the future. The schedule of funding progress presents multi-year trend information 
about whether the actuarial value of plan assets is increasing or decreasing over 
time relative to the actuarial accrued liabilities for benefits.  
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Note 10 - Postemployment Benefits (Continued) 

Projections of benefits for financial reporting purposes are based on the substantive 
plan (the plan as understood by the employer and the plan members) and include 
the types of benefits provided at the time of each valuation and the historical 
pattern of sharing of benefit costs between the employer and plan members to that 
point. The actuarial methods and assumptions used include techniques that are 
designed to reduce the effects of short-term volatility in actuarial accrued liabilities 
and the actuarial value of assets, consistent with the long-term perspective of the 
calculations.  

In the March 31, 2010 actuarial valuation, the projected unit credit actuarial cost 
method was used. The actuarial assumptions included a 4 percent investment rate 
of return (net of administrative expenses), which is a blended rate of the expected 
long-term investment returns on plan assets and on the employer's own 
investments calculated based on the funded level of the plan at the valuation date 
and an annual healthcare cost trend rate of 10 percent initially and then graded 
down to 5 percent in 2015. The UAAL is being amortized on a level dollar closed 
basis. The remaining amortization period at March 31, 2010 was 30 years. 

Note 11 - Reconciliation of the Library as a Whole and the Individual Fund 
Financial Statements 

Total fund balances and the net change in fund balances of the Library’s individual 
funds differ from net assets and change in net assets of the Library as a whole 
reported in the statement of net assets and statement of activities.  This difference 
results primarily from the long-term economic focus of the statement of net assets 
and statement of activities versus the current focus of the statement of the 
individual governmental funds’ balance sheet and statement of revenue, 
expenditures, and changes in fund balance.  The following is a reconciliation of fund 
balance to net assets and the net change in fund balance to the net change in net 
assets: 
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Note 11 - Reconciliation of the Library as a Whole and the Individual Fund 
Financial Statements (Continued) 
 
Total Fund Balance - Modified Accrual Basis 5,295,755$     

Amounts reported in the statement of net assets
are different because:

Property tax revenue not collected within 60 days 
of year end is recorded as deferred revenue in
the funds 175,422          

Capital assets are not financial resources and 
are not reported in the funds 8,395,377       

Compensated absences:
Current portion (20,617)$       
Long-term portion (66,262)         (86,879)           

Long-term debt:
Current portion (375,000)       
Long-term portion (5,720,000)    (6,095,000)      

Net OPEB obligation does not present a claim on
current financial resources.  Therefore, it is not
reported as a fund liability (954,547)         

Total Net Assets - Full Accrual Basis 6,730,128$     
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Note 11 - Reconciliation of the Library as a Whole and the Individual Fund 
Financial Statements (Continued) 
 
Net Change in Fund Balances - Modified Accrual Basis (292,231)$   

Amounts reported in the statement of activities are different
because:

Revenue reported in the statement of activities
that does not provide current financial resources
is not reported as revenue in the funds (16,547)       

Governmental funds report capital outlays as expenditures
in the statement of activities; these costs are allocated over
their estimated useful lives as depreciation:

Library books and audiovisual materials 131,767      
Capital outlay 57,758        
Depreciation (472,704)     

Increase in net OPEB obligation expenses reported in the statement 
of activities does not require the use of current resources,
therefore, it is not reported in the fund statements until it comes
due for payment (451,255)     

Increase in the accrual for compensated absences is reported
as an expenditure in the fund financial statements, but not
in the statement of activities (9,039)         

Repayment of bond principal is an expenditure in the fund 
financial statements, but not in the statement of activities 355,000      

Change in Net Assets - Full Accrual Basis (697,251)$   
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Note 12 - Upcoming Accounting Pronouncements 

In March 2009, the GASB issued Statement No. 54, Fund Balance Reporting and 
Governmental Fund-type Definitions.  The objective of this statement is to enhance 
the usefulness of fund balance information by providing clearer fund balance 
classifications that can be more consistently applied and by clarifying the existing 
governmental fund-type definitions.  This statement establishes fund balance 
classifications that comprise a hierarchy based primarily on the extent to which a 
government is bound to observe constraints imposed upon the use of the 
resources reported in governmental funds.  Under this standard, the fund balance 
classifications of reserved, designated, and unreserved will be replaced with five 
new classifications: nonspendable, restricted, committed, assigned, and unassigned.  
The Library is currently evaluating the impact this standard will have on the 
financial statements when adopted.  The Library will implement Statement No. 54 
with the fiscal year ending March 31, 2012. 
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Original
Budget

Amended
Budget Actual

Favorable 
Variance with

Amended 
Budget

Revenue
Millage 865,820$       865,820$       1,012,019$    146,199$         
Penal fines 45,000           45,000           53,347           8,347               
State aid 15,000           15,000           25,456           10,456             
Book fines 55,000           55,000           62,214           7,214               
Interest 58,211           58,211           119,021         60,810             
Other 33,500           33,500           51,743           18,243             

Total revenue 1,072,531      1,072,531      1,323,800      251,269           

Expenditures
Personnel services 977,740         1,017,428      991,355         26,073             
Contractual services and books 270,000         282,000         275,641         6,359               
Operating costs 316,266         317,766         291,327         26,439             
Capital outlay 45,100           185,100         60,795           124,305           

Total expenditures 1,609,106      1,802,294      1,619,118      183,176           

Excess of Expenditures Over Revenue (536,575)        (729,763)        (295,318)        434,445$       

Fund Balance - Beginning of year 4,657,500      4,657,500      4,850,021      

Fund Balance - End of year 4,120,925$  3,927,737$  4,554,703$  
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Section I - Communications Required Under SAS 115 

In planning and performing our audit of the financial statements of Redford Township District 
Library as of and for the year ended March 31, 2011, 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 our auditing procedures for the 
purpose of expressing our opinion 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.  

Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses and therefore, there can be no assurance that all 
deficiencies, significant deficiencies, or material weaknesses have been identified.  However, as 
discussed below, we identified a certain deficiency in internal control that we consider to be a 
material weakness. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent or detect and correct misstatements on a timely basis.  

A material weakness is a deficiency, or a combination of deficiencies, in internal control such that 
there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented or detected and corrected on a timely basis.  

 Journal entries were required during the audit to ensure the financial statement presentation 
was in conformity with generally accepted accounting principles, including full accrual 
presentation of the governmental funds.  This qualifies as a material weakness in internal 
control.  The entries included adjustments required for the full accrual presentation of the 
government-wide statements, an adjustment to record accounts receivable and deferred 
revenue related to property taxes, and an adjustment to record the Library’s investments to 
fair market value.   
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Section II - Communications Required Under SAS 114 

Our Responsibility Under U.S. Generally Accepted Auditing Standards  

As stated in our engagement letter dated March 4, 2011, our responsibility, as described by 
professional standards, is to express an opinion about whether the financial statements prepared 
by management with your oversight are fairly presented, in all material respects, in conformity 
with U.S. generally accepted accounting principles.  Our audit of the financial statements does 
not relieve you or management of your responsibilities.  Our responsibility is to plan and 
perform the audit to obtain reasonable, but not absolute, assurance that the financial statements 
are free of material misstatement. 

As part of our audit, we considered the internal control of the Library.  Such considerations 
were solely for the purpose of determining our audit procedures and not to provide any 
assurance concerning such internal control. 

We are responsible for communicating significant matters related to the audit that are, in our 
professional judgment, relevant to your responsibilities in overseeing the financial reporting 
process.  However, we are not required to design procedures specifically to identify such 
matters. 

Planned Scope and Timing of the Audit 

We performed the audit according to the planned scope and timing previously communicated to 
you in our letter about planning matters dated June 13, 2011. 

Significant Audit Findings  

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies.  In 
accordance with the terms of our engagement letter, we will advise management about the 
appropriateness of accounting policies and their application.  The significant accounting policies 
used by Redford Township District Library are described in Note 1 to the financial statements.  
No new accounting policies were adopted and the application of existing policies was not 
changed during the year ended March 31, 2011.  

We noted no transactions entered into by the Library during the year for which there is a lack of 
authoritative guidance or consensus.  

There are no significant transactions that have been recognized in the financial statements in a 
different period than when the transaction occurred.  
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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 the allowance for uncollectible property taxes and the 
estimates related to pension and other postemployment benefits (OPEB) funding.  

Management’s estimate of the allowance for uncollectible property taxes is based on collection 
history. We evaluated the key factors and assumptions used to develop the allowance for 
uncollectible property taxes in determining that it is reasonable in relation to the financial 
statements taken as a whole.   

The disclosures in the financial statements 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 Note 9 - Pension 
Plan and Note 10 - Postemployment Benefits.    

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 trivial, and communicate them to the appropriate 
level of management.  There were no uncorrected misstatements identified during the audit.  
The following material misstatements detected as a result of the audit procedures were 
corrected by management:   

In order to comply with GASB Statement No. 34, long-term debt and capital assets, including 
depreciation, were recorded in the government-wide financial statements.  In addition, an 
adjustment to accounts receivable and deferred revenue for property taxes and a fair market 
adjustment to the Library’s investment were recorded.  

Disagreements with Management 

For the purpose of this letter, professional standards define a disagreement with management as 
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 August 5, 2011.  
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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. 

Upcoming Accounting Pronouncement 

In March 2009, the GASB issued Statement No. 54, Fund Balance Reporting and Governmental 
Fund-type Definitions.  The objective of this statement is to enhance the usefulness of fund 
balance information by providing clearer fund balance classifications that can be more 
consistently applied and by clarifying the existing governmental fund-type definitions. This 
statement establishes fund balance classifications that comprise a hierarchy based primarily on 
the extent to which a government is bound to observe constraints imposed upon the use of the 
resources reported in governmental funds.  Under this standard, the fund balance classifications 
of reserved, designated, and unreserved will be replaced with five new classifications: 
nonspendable, restricted, committed, assigned, and unassigned.  The Library will be required to 
implement this standard for the fiscal year ending March 31, 2012. 
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