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 INDEPENDENT AUDITOR'S REPORT
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Dear 'Bbéﬁpl'Me_mb.é_rs: =

" ‘We have audited the acf.co'mp'an'yiﬁg-'financial-'statéménts' of fhe_-govéfnmehtél actlvities, each 'majc)r‘-fund_,‘ :

. _and aggrégate remaining fung information of Rawson Memorial Library, Cass City, Michigan, as of and for

o the year ended December 31, 2007, which collectively comprisé the Library's basic financial statements as
- listed in the table of contents. These financial statements are the responsibility of the Rawson Memorial
- Library's management. Our respohsibility is to express an opinion on these financial statements based on.

our audit. - . - [T L I S T

: Weibdﬁd%kd our audit,'i'ri"ac_c?':.drda'npe'With‘ auditing standards generally aé'cé‘p_té'd in the U:ni_tedf.S‘té'té-s of -
~~ . America and.the standards applicable to financial audits contained in Government-Auditing Standards, -

.. issued by the Gomptroller General of the United States. Thiose standards require that we plah and perform

- the audit:to obtain reasonable assurance about whether the financial statéments are free of material
. misstaterent. 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 signiflcant estimates made by management, as well-as evaluating the overall financial statements

- presentation. We believe that our audit provides.a rEa'soh'abie"ba‘sis*for;dur;opin‘ion_.'r_

» ."_In‘du'r'opririlbh','thfe financial statements referred ’tcln"ab'o'vé'p‘_rés’tan't jfai_rly,' _'in 'all- m'at'eriai'reépecgs, the

. respective financial position of the government activities, esich major fuind, and the aggregate remaining -

~ fund information of the Rawson Memorial Library as of December 31, 2007 and the respective changes in

“financia

nancial’ pasition, thereof for the'year theri-entled in conforimity with accounting principles: generally
accepted in tiie United States of America.. - * . - .. T o

g The n:fla'riagﬁeh"i_é_r'ftfs,discussio’n--énd aha!'ysis;'a'nd budgetary‘cdmba'r"isoh info'r'rﬁétibn:bh_pégés i through w )

e and pages 12 and- 13, are not'a required part, of the basic financial statements but aré required: by -
‘accotinting.principles generally accepted if the United States of America, We have applied certain limited

. _procedures,. which -corisisted principally of inquiries of management- regarding the ‘methods "of .
. . measurement and presentation of the required supplementary information.. However we did.not audit the

989-673-3137

.- information and express no opiriion on it.
715 Bast Frank Sfreet__‘_ 3 _ W"a“&' A
[Caro,MI 48723 '
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MANAGEMENT'S DISCUSSION AND ANALYSIS
RAWSON MEMORIAL LIBRARY
FISCAL YEAR ENDING DECEMBER 2007

This discussion and analysis of the Rawson Memorial District Library's financial
performance provides an overview of the Library's financial activities for the fiscal year
ended December 31, 2007 and comparative data from 2006. Please read it in conjunction
with the Library's financial statements.

USING THIS ANNUAL REPORT

This annual report consists of three parts-management's discussion and analysis, the basic
financial statements, and the required supplementary information. The basic financial
statements include information that presents two different views of the Library.

The first, second and third column of the financial statements include information on the
Library's General Fund and Special Revenue Funds under the modified accrual method.
These Fund Financial Statements focus on the current financial resources and provide a
more detailed view about the accountability of the Library's sources and uses of funds.

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

The Government-Wide Financial Statement columns provide both long-term and short-
term information about the Library's overall financial status. 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. These
statements tell how these services were financed in the short term as well as what remain
for future spending,

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



CONDENSED FINANCIAL INFORMATION

The table below shows key financial information in a condensed format:

ASSETS
Current assets
Capital assets
Total asscts

LIABILITIES
Current liabilities
Long-term liabilities
Total liabilities

NET ASSETS
Invested in capital assets
Restricted
Unréstricted
Total net assets

REVENUE
Property taxes
Gifts & bequests
Penal fines
Other
Total revenue

EXPENSES
Personal service
Other
Total expenses

CHANGE IN NET ASSETS

NET ASSETS, JANUARY 1

PRIOR PERIOD ADJUSTMENT

NET ASSETS, DECEMBER 31

2006
$ 822,013
$ 634916
$ 1,456,929

$ 7,897

$ 9213

$ 17,110

$ 634,916
$ 582,241
$ 222662

$ 1,439,819

$ 170,013
$ 23,275
$ 58,303
3

57.465

$ 309,056

$ 177,907
$ 105,992
$ 283,899

$ 25157

$ 1.414.662

§ 1439819

ii

2007

$1,067,590
$ 612.414
$1,680,004

$ 8768

$ 9477
$ 18,245

$ 612,414
$ 582,593
$ 466,752

$ 1,661,759

$ 187,696
§ 23,877
$ 53,166
§ 64649
$ 329,388

$§ 180,404
$ 111,041
$§ 291,445
§ 37,943
$ 1.439.819

$ 183,997

$ 1,661,759



THE LIBRARY AS A WHOLE

» The Library is reporting financial statements this year that meet the requirements
of GASB Number 34. The primary change requires reporting all assets at full
cost less accumulated depreciation.

¢ Asaresult of this change, the Library reports net assets of $1,661,759 this year on
a full accrual basis, as compared to $871,125 on the modified accrual basis of
accounting,

s The Library's primary sources of revenue were from property taxes and penal
fines for the year ended December 31, 2007, Total tax collections were § 187,696
representing approximately 56 percent of total revenue for the library as a whole.
Total penal fines were $53,166 representing approximately 16 percent of total
revenue for the library as a whole.

e Salaries and fringe benefits are the largest overall expenditure of the Library. For
the year ended December 31, 2007, this expenditure was $180,404 representing
61 percent of the total expenditures for the library as a whole.

» Depreciation expense totaled $43,376 or 15 percent of the Library's total
expenses.

¢ Total expenditures for the entire year under the modified accrual method of
accounting were $268,679.

THE LIBRARY'S FUNDS

The budgetary analysis of the General Fund and Endowment Fund is included on pages
12 and 13, which includes revenues and expenditures, excess of revenue over
expenditures, other financing sources and fund balance. The fund balance of the General
Fund increased during the current year by $56,657. This represents unspent revenue
greater than expenses. The fund balance of the Endowment Fund increased during the
current year by $352. This represents revenue greater than expenses.

LIBRARY BUDGETARY HIGHLIGHTS
Over the course of the year, the Library Board amended the General Fund and
Endowment Fund’s budget. The major variance was in penal fines.

CAPITAL ASSETS AND LONG-TERM DEBT ACTIVITY

At the end of the fiscal year, the Library had § 612,414 (net of accumulated depreciation)
invested in buildings, furniture, equipment, books and materials. During the year,
$18,110 was spent on books and new collection items and $ 2,764 was spent on
equipment.

iii



In April 2006, the Rawson Library changed the General Fund account and Endowment
Fund accont to Trust Accounts at Chemical Bank. In the past Rawson Library’s holdings
with Chemcial Bank were diversified and held at Chemcial Bank, Chemical Shoreline
and Chemical West so all monies would have FDIC coverage. In early 2006, all of
Chemical Banks entities combined. Chemical Bank came to the Rawson Library Board
and explained the situation and suggested a move of all of Rawson Library General Fund
monies into a Tust Account and the Endowment Fund monies into it’s own Trust
Account. This resulted in an increase of interest on both accounts. It also resulted in fees
being paid for management of the Rawson accounts.

NEXT YEAR'S MILLAGE RATES
For fiscal year 2007, the Library had two millages: .7455 expiring in 2012, and .35
expiring in 2009.

ECONOMIC FACTORS

The Library's major sources of funding continue to be property taxes and penal fines
from the county. This year saw a decrease in penal fines of $5,137 from last year’s
revenue of $58,303 for a total of § 53,166 for 2007.

REQUEST FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers, investors,
and creditors with a general overview of the Library's finances and to show the Library's
accountability for the money is receives. Questions concerning any of the information
provided in this report or requests for additional financial information should be address
to Kate Van Auken, Library Director, Rawson Memorial Library, 6495 Pine Street, Cass
City, M1 48726.

iv



BASIC FINANCIAL STATEMENTS



RAWSON MEMORIAL LIBRARY

COMBINED BALANCE SHEET/STATEMENT OF NET ASSETS -

ALL FUND TYPES AND ACCOUNT GROUP
December 31, 2007

ASSETS

CURRENT ASSETS:
Cash on hand & in bank
Certificates of deposits
Taxes receivable
Due from other funds

Total current assets

CAPITAL ASSETS:
Capital assets, net of accumulated
depreciation
Total capital assets

TOTAL ASSETS

LIABILITIES
CURRENT LIABILITIES:
Deferred revenue
Other current liabilities
Due to other funds
Accounts Payable
Total Current Liabilities

LONG-TERM LIABILITIES:
Compensated absences
Total long-term liabilities

TOTAL LIABILITIES

FUND BALANCE/NET ASSETS
Unrestricted
Restricted
Invested in capital assets, net of related debt

TOTAL FUND BALANCE/NET ASSETS

TOTAL LIABILITIES & FUND BALANCE

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

GOVERNMENTAL FUND TYPES

Total ~

General Endowment Modified -
Fund Fund Accrual Basis
$ 290,028 $ 133,865 $ 423,893
456,000 456,000
7,272 7,272
297,300 589,865 887,165
$ 297,300 $ 589,865 $ 887,165
$ 197 3 197
(147) {147)
$ 7,272 7,272
8,718 8,718
8,768 7,272 16,040
8,768 7,272 16,040
288,532 288,532
582,593 582,593
288,532 582,503 871,125
$ 297,300 $ 589,865 $ 887,165




LIBRARY AS

A WHOLE
Statement
GASB No. 34 of Net
Adjustments Assets

$ 423,893

456,000

$ 187,697 187,697
(7,272) -
180,425 1,067,580
612,414 612,414
612,414 612,414
792,839 $ 1,680,004

$ 197
(147)

(7,272) -

8,718

(7,272) 8,768

9,477 9,477

9,477 9,477

2,205 18,245

178,220 466,752

- 582,593

612,414 612,414
790,634 1,661,759
792,839 $ 1,680,004




RAWSON MEMORIAL LIBRARY
COMBINED STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES/STATEMENT OF ACTIVITIES -
ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2007

REVENUE:
Taxes
Penal fines
State aid
Gifts and bequests
Interest income
Charges for service
Book fines
Loss on CD
Newspaper project
Other revenus

TOTAL REVENUES

EXPENDITURES:
Personal services
Books and periodicals
Supplies
Utilittes & phone
Professional services
Maintenance
Memberships
Equipment & improvements
Copier expense
Insurance
Depreciation
TIFA {Village)
Newspapser project
Trust Fees
Other expendifures

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER}
EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
TOTAL OTHER FINANCING SOURCES (USES)
EXCESS OF REVENUES AND OTHER SOURCES
CVER (UNDER) EXPENDITURES AND
AND OTHER USES
FUND BALANCE JANUARY 1, 2007
PRIOR PERICD ADJUSTMENT

FUND BALANCE DECEMBER 31, 2007

The aceornpanying noles are an integral part of these financial statements.

GOVERNMENTAL FUND TYPES

General Endowment
Fund Fund

$ 183,096
53,166
6,789
23,877
15447 25,713
12,236
3,553
352
178
381

299,623 26,065

176,190
26,503
6,332
13,118
3,950
17,685
3,849
4,250
5,604
8,156

1,821

178
710

2,333

267,969 710

31,654 25,355

25,003 -
- {25,003)

25,003 (25,003}

58,857 352

231,875 582,241

$§ 288,532 $ 582,593




LIBRARY AS

A WHOLE
Tofal - Statement
Madified - GASB No. 34 of
Accrual Basis Adjustments Activities
$ 183,996 $ 3,700 $ 187,696
53,166 53,166
6,789 6,789
23,877 23,877
41,160 41,160
12,236 12,236
3,553 3,553
352 352
178 178
381 381
325,688 3,700 329,388
176,190 264 176,454
26,503 (18,110} 8,393
6,332 6,332
13,118 13,118
3,950 3,950
17,685 17,685
3,849 3,849
4,250 (2,764) 1,486
5,604 5,604
6,156 6,156
- 43,376 43,376
1,821 1,821
178 178
710 710
2,333 2,333
268,679 22,766 291,445
57,009 {19,086) 37,943
25,003 {25,003) -
{25,003) 25,003 -
57,009 {19,0686) 37,943
814,116 625,703 1,439,819
183,997 183,997
$ 871,125 $ 790,634 $ 1,661,759




RAWSON MEMORIAL LIBRARY
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
ALL TRUST AND AGENCY FUNDS
December 31, 2007

LITERACY COUNCIL

BALANCE BALANCE
JANUARY 1, DECEMBER 31,
2007 ADDITIONS DEDUCTIONS 2007
ASSETS
Due from other funds $ 7,429 3 2,433 $ 1,144 $ 8,718
TOTAL ASSETS $ 7,429 $ 2,433 $ 1,144 3 8,718
LIABILITIES
Due to other Agencies 3 7,429 $ 2,433 $ 1,144 $ 8,718
TOTAL LIABILITIES $ 7,429 $ 2,433 $ 1,144 ¥ 8,718

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



RAWSON MEMORIAL LIBRARY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Rawson Memorial Library is a District Library organized under Section 6, Public Act 24 of 1989, located in Cass City, Michigan.
The participating municipalities include Elkland Township, Village of Cass City, Novesta Township and Elmwood Township.
The District Library Organizational Plan was dated December 6, 1989.

The District Library will be governed by a board consisting of eight appointed board members and serves the geographical
areas of the municipal members.

The major accounting principles and practices followed by the Library are presented below to assist the reader in understanding
the financial statements and the accompanying format of the financial statements for all funds presented in conformity with
generally accepted accounting principles applied to governmental units.

BASIS OF ACCOUNTING:

In evaluating how to define the Library, for financial reporting purposes, management has considered all potential component
units. The decision to include a potential component unit in the reporting entity was made by applying the criteria set forth in
GAAP, currently GASB Statement #14, The Financial Reporting Entity.

Based upon the application of these criteria, the basic financial statements of the Rawson Memorial Library contain all the
funds and account groups controlled by the District's Board as no other entity meets the criteria to be considered a blended
component unit or a discretely presented component of the Library nor is the Library a component unit of another entity.

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) are reported
using the economic resources measurement focus and the accrual basis of accounting, which is 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 revenues are recognized in the fiscal year following the December 1 levy date. Grants and
simitar 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
obtligations. 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.

Fund Financial Statements

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



RAWSON MEMORIAL LIBRARY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (Continued):

Fund Financial Statements (Cantinued):

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

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

The Library reports the following governmental funds as major funds::

General Fund - The General Fund is the Library's primary operating fund. It accounts for all financial resources except
those required to be accounted for in another fund.

Special Revenue Funds - The Endowment Fund is utilized to account for proceeds of specific revenue sources that are
board restricted to expenditures. The Endowment fund was established May 15, 1990. The income from this fund will
be transferred to the general fund for operating purposes. Capital from this fund can be transferred by a two-thirds
majority vote of the entire library board. The investment of the fund will be at the discretion of the library board.

Trust and Agency Funds - Trust and Agency Funds are used to account for assets held by the Library in a trustee
capacity or as an agent for individuals, private organizations, other governmental units, and/or other funds.

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY:
Cash and Investments — The Library considers all highly liquid investments purchased with an original maturity of three
months or less to be cash equivalents. Investments are recorded at fair value.

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

Property Taxes — The property tax is levied each December 1 on the assessed valuation of the property located in the
Townships. Rawson Memorial receives the collected portion of the property taxes in full from the local townships and all
delinquent taxes are handled through the county. The Library tax revenues are recognized in the fiscal year following the
December 1 levy date. The Library levied 1.10 mills on an SEV of $162,251,727 on all property within the district. A millage
proposal was passed in August, 2006. The Library has a millage levy of .75 mills for 10 years, 2003 to 2012; the renewal
millage is a levy of .35 mills for 4 years from 2006 to 2009. These mills will be levied by the Library as of December 1, 2007 for
the .35 mills and as of December 1, 2004 for the .75 mills. The .75 levy was reduced by the Headlee rollback.

Capital Assets — Capital assets are defined by the Library as assets other than technology related with an initial cost of more
than $2,000 and an estimated useful life In excess of one year. Capital assets for technology related equipment used an
acquisition cost of $1,000 or more and a useful life of more than 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.



RAWSON MEMORIAL LIBRARY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (Continued):

Capital Assets (Continued):
Buildings, furniture and equipment, and library books, periodicals, and videos are depreciated using the straight-line method
over the following useful lives:

Buildings and improvements 7 - 50 years
Furniture and equipment 520 years
Library books and videos 5 years

Fund Equity — In the fund financial statements, governmental funds report reservations of fund balance for amounts that are
not available for appropriation or are legally restricted by outside parties for a specific purpose.

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 - RECONCILIATION OF THE LIBRARY AS A WHOLE AND THE GOVERNMENTAL

FUNDS 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 change in
fund balance. The following is a reconciliation of fund balances to net assets and the net change in fund balances to the net
change in net assets:

Total Fund Balance — Modified-accrual Basis $871,125
Amounts reported in the statement of net assets are different

because:

Property taxes receivable — 2007 levy 187,697
Capital assets are not financial resources are and are not

reported in the funds 612,414
Long-term liabilities are not due and payable in the current

period and are not reported in the funds (9.477)
Total Net Assets — Full-accrual Basis $1,661,759



RAWSON MEMORIAL LIBRARY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 2 — RECONCILIATION OF THE LIBRARY AS A WHOLE AND THE GOVERNMENTAL
FUNDS FINANCIAL STATEMENTS (Continued):

Net Change in Fund Balances — Modified-accrual Basis $57,009

Amounts reported in the statement of revenues, expenditures,
and changes in fund balances are different hecause:

Property taxes receivable 3,700
Governmental funds report capital outlay as expenditures in

the statement of activities; these costs are allocated over their
estimated useful lives as depreciation:;

Library books and videos 18,110
Equipment & Improvements 2,764
Depreciation expense (43,378)
Amounts accrued for compensated absences are not
reflected as expenses in the fund statements (264)
Change in Net Assets — Full-accrual Basis $37,943

NOTE 3 - DEFINED CONTRIBUTION PENSION PLAN:
The Library established a Simplified Employee Pension Plan during 1984, which covers all qualifying employees of the Library.

Under the plan, the Library contributes an amount equal to ten (10%) percent of the qualifying employee’s wages to the plan on
behalf of the employee.

All amounts contributed are immediately and fully vested with the employee. Total contributions under the pian were $13,783
during 2007.

NOTE 4 - STEWARDSHIP, COMPLIANCE & ACCOUNTABILITY:

Budgets are adopted on a basis consistent with U.S. generally accepted accounting principles. Annual appropriated budgets
are adopted for the general and special revenue funds. All annual appropriations lapse at fiscal year end.

The Library does not maintain a formalized encumbrance accounting system.
The Library follows these procedures in establishing the budgetary data reflected in the financial statements:

1. The Director submits to the Board of Trustees a proposed operating budget for the fiscal year commencing on
January 1. The operating budget includes proposed expenditures and the means of financing them. The level
of control for the budgets is at the functional level as set forth and presented as required supplementary
information.

2. Public hearings are conducted to obtain taxpayer comments.



RAWSON MEMORIAL LIBRARY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 4 - STEWARDSHIP, COMPLIANCE & ACCOUNTABILITY {Continued):

3. Prior to January 1, the budget is legally adopted by Board of Trustees resolution pursuant to the Uniform
Budgeting and Accounting Act (P.A. 621 of 1878). The Act requires that the budget be amended prior to the end
of the fiscal year when necessary to adjust appropriations if it appears that revenues and other financing sources
will be less than anticipated or so that expenditures will not be in excess of original estimates. Expenditures
shall not be made or incurred, unless authorized in the budget, or in excess of the amount appropriated.
Violations, if any, are noted in the required supplementary information section.

4. The Director is authorized to transfer budgeted amounts between major expenditure functions within any fund;
however, these transfers and any revisions that alter the total expenditures of any fund must be approved by the
Board of Trustees.

5. Formal budgetary integration is employed as a management control device during the year for the general fund
and special revenue fund.

6. The budget as presented, has been amended. Supplemental appropriations were made during the year with the
last one approved prior to December 31.

NOTE 5 - DEPOSITS AND INVESTMENTS:

Deposits:
At year-end, the bank balances were $885,099. The carrying amount of the Library's deposits was $879,893. Of the balance

$556,000 was covered by federal depository insurance. All Library deposits are uncollateralized, except the assets held In the
Chemsweep account in excess of the FDIC limit, which are fully collateralized by the Bank. The Bank has pledged U.S.
Treasury securities with the Federal Reserve Bank in Chicago to guarantee the funds.

Investments:

State statutes authorize the Library to invest in obligations of the United States, or agencies and instrumentalities of the U.S.,
commercial paper rated at the time of purchase within the top two classifications by at least two of the four rating agencies,
certificates of deposits, repurchase agreements, banker's acceptances, and mutual funds.

The Library's investments are categorized below to give an indication of the level of risk assumed at year ended. Category 1
Includes investments that are insured or registered or for which the securities are held by the Library or its agent in the Library's
name. Category 2 includes uninsured and unregistered investments for which the securities are held by the broker's or dealer's
trust department or agent in the Library's name. Category 3 includes uninsured and unregistered investments for which the
securities are held by the broker or dealer or by its trust department but not in the Library’s name. The Library held no Category
1,2 & 3 investments during 2007. Additional disclosures required by GASB 40 are not included in the accompanying financial
statements.

NOTE 6 - RISK MANAGEMENT:

The Library is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets: errors and
omissions; injurles to employees and natural disasters. The Library carries commercial insurance to cover any losses that may
result from the above described activities.
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RAWSON MEMORIAL LIBRARY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 7 - CHANGES IN CAPITAL ASSETS:

The adjustments column is to adjust prior year baiances to the December 31, 2007 actual in accordatice with new capita!izatioh

policy. A summary of changes in general fixed assets follows;

BALANCE BALANCE
JANUARY 1, DECEMBER 31,
2007 ADDITIONS ADJUSTMENTS 2007

Land $ 41,037 $ 41,037
Buildings 722,618 722,618
Computer Eguipment 50,800 $ 2,764 $ (6,134) 47,430
Library Books 114,647 18,110 (25,272) 107,485
Machinery & Equipment 9,454 9,454
938,556 20,874 (31,408) 928,024

Accumulated Depreciation (303,640) (43,376) 31.406 {315,610)
Net Capital Assets $634.916 $(22,502) $ - $612,414

Depreciation for the fiscal year ended December 31, 2007 amounted to $43,376.

NOTE 8 — LEASES:

The Library leases a color copier under an operating lease agreement that expires in 2007. Lease expense amounted to
$3,410. At December 31, 2007, future lease payments under such leases are as follows:

December 31

2008 $3,000
2009 3,000
2010 3,000
2011 3,000
2012 1,500
NOTE 9 — INTERFUND RECEIVABLES AND PAYABLES:
INTERFUND INTERFUND
RECEIVABLE PAYABLE
General Fund $7.272 $8,718
Endowment Fund 7,272
Agency Fund 8,718
Total $15.990 $15,990

The outstanding balances between funds result mainiy from the time lag between the dates that (1) interfund goods and
services are provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting systems, and
(3) payments between funds are made.

NOTE 10- TRANSFERS:
The endowment fund transferred $25,003 to the general fund during the current fiscal year to subsidize operations.

NOTE 11 — PRIOR PERIOD ADJUSTMENT:
There was a prior period adjustment made to the statement of net assets, GASB No. 34 Adjustmenis, to correct beginning
net assets. The change was to record the beginning balance of property taxes receivabie that was not recorded at
Becember 31, 2006. The total amount of the prior period adjustment was $183,997,
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RAWSON MEMORIAL LIBRARY
COMBINED STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES - BUDGET (GAAP) AND ACTUAL

FOR THE YEAR ENDED DECEMBER 31, 2007

REVENUE:
Taxes
Penal fines
State aid
Gifts and bequests
Interest income
Charges for service
Book fines
Newspaper project
Other revenues

TOTAL REVENUES

EXPENDITURES:
Salaries
FICA
Retirement
Health Insurance
Books and periodicals, etc,
Supplies
Utilities & phone
Professicnal services
Maintenance
Memberships
Equipment & improvements
Copier expense
Insurance
TIFA (Village)
Newspaper project
Other expenditures

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER}
EXPENDITURES

OTHER FINANCING SOURCES (USES)

Transfers in

Transfers out
TOTAL OTHER FINANCING SOURCES (USES)
EXCESS OF REVENUES AND OTHER SOQURCES

OVER (UNDER) EXPENDITURES AND OTHER
USES

FUND BALANCE JANUARY 1, 2007

FUND BALANCE DECEMBER 31, 2007

Ses the accompanying notes.

GENERAL FUND

VARIABLE-
BUDGET FAVORABLE

ORIGINAL FINAL ACTUAL  {UNFAVORABLE)
$ 173,000 $ 180,000 183,096  § 3,996
43,000 53,000 53,166 166
6,300 6,780 6,789 9
17,000 20,000 23,877 3,877
7,000 12,000 15,447 3,447
12,550 11,865 12,236 371
3,500 3,500 3,553 53
178 178
150 380 381 1
262,500 287,525 299,623 12,008
150,000 150,000 146,640 3,360
12,000 11,500 11,218 282
14,000 14,000 13,783 217
4,400 4,900 4,549 351
36,500 28,870 26,503 2,367
6,600 6,810 6,332 478
15,120 13,350 13,118 232
4,380 3,975 3,950 25
11,500 19,300 17,685 1,615
4,300 3,900 3,849 51
5,000 4,500 4,250 250
7,200 6,000 5,604 396
6,300 6,200 6,156 44
2,100 1,825 1,821 4
178 (178)
3,100 2,600 2,333 267
282,500 277,730 267,969 9,761
(20,000) 9,795 31,654 21,859
20,000 25,000 25,003 3
20,000 25,000 25,003 3
$ - $ 34795 56,657 % 21,862

231,875
288,532
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RAWSON MEMORIAL LIBRARY
COMBINED STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES - BUDGET (GAAP) AND ACTUAL
ENDOWMENT FUND
FOR THE YEAR ENDED DECEMBER 31, 2007

REVENUE:
Interest income
Loss on CD
Gifts and bequests

TOTAL REVENUES

EXPENDITURES:
Equipment
Trust fees
Miscellaneous

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER)
EXPENDITURES

OTHER FINANCING SOURCES (USES)

Transfers in

Transfers out
TOTAL OTHER FINANCING SOURCES (USES)
EXCESS OF REVENUES AND OTHER SOURCES

OVER (UNDER) EXPENDITURES AND OTHER
USES

FUND BALANCE JANUARY 1, 2007

FUND BALANCE DECEMBER 31, 2007

See the accompanying notes.

VARIABLE-
BUDGET FAVORABLE
ORIGINAL FINAL ACTUAL  (UNFAVORABLE)
$ 20000 $ 25710  § 25713 S 3
352 352
20,000 25.710 26,065 355
710 710 .
710 710 ;
20,000 25,000 25,355 355
(20,000) (25,000) (25,003) (3)
(20,000) (25,000) (25,003) (3)
$ -3 : 32§ 352
582,241
$ 582,593
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June 13, 2008

" To the Members ‘of the Board
_Rawson Memorlal lerary

ln plannlng and performlng our audit of the flnanmal statements of Rawson Memorlal Library as. of .

~and. for-the-year ended December 31, 2007, in accordance with auditing standards generally
. accepted in.the United States of America, we considered Rawson Memorial Library’s internal control
. over financial reportlng {internal control) as a basis"for designing our -auditing procedures for the.

purpose of expressing-our-opinion on the financia! statements, but not.for the purpose of expressmg

an opinion on the effectiveness of the Library’s internal control Accordmgly, we do not express an

' _ -opmlon on the effectweness of the lerary s internal control

o Our consrderatlon of internal control was for the. limited purpose descnbed in the precedlng
. paragraph and: would not necessanly identify all deficiencies in internial control that might -be
- significant deficiencies or material weaknesses. However, as discussed below, we |dent|fled certarn
) deflmencles in mternal contral that we consrder to be significant defrcrencres :

oA control defrcrency emsts when the desrgn or operatlon ofa control does not-allow management or
) employees, in_the ‘normal course of performing their asmgned functions; to prevent or detect
- misstatements on a timely basis. A srgnrfrcant deficiency is a control deflclency, ora comblnatlon of
* - .control deficiencies, that. adversely affects the entltys abllity to initiate, authorize, regord, process, or
report financlal data: relrably in accordance with generally act:epted -accounting. pririciples: suchthat
.. -thére:is more.than & remote likelihood that a misstatement of the entity's financial statements that is -
U more than mconsequentlal will not be prevented or detected by the entity’s internal control Durlng
‘ the course of our audrt we observed the following sigmflcant deflcrency '

: Frnancra[ Statements : ' T Co
‘After conS|der|ng the quallflcatrons of the accountlng personnel of the Rawson Memorral lerary,
we believe that the personnel have the abilities to maintain the day-to- -day bookkeeplng of the

. Library, but they do not have the qualifications and- abilities to’ gengrate financial statements,

includirig the required footnotes, in accordance with accountlng princrples generally accepted m

N “the Unrted States of Amerlca

A matenal Weakness isa 3|gn|frcant defrcrency, or combmatlon of significant defrmencres that results
. .- i more: than a remote Jikelihood that a material mlsstatement of the financial statements will not be
* prevented or: detected by the entrty s internal control Dunng the course of our audit, we observed no

' ”material weaknesses . : :

-;_The foIIow:ng c0mments relate to certaln of the lerarys accountlng, flnanclal and admrmstratlve’ .

policies and - procedures that we observed during the course of our audit. These matters- are not -

' considered controt deﬁcrenc:es or material weaknesses as defmed by professronal standards

' : Segregatron of Duties . :
~ Due:to the limited number of people many crltlcal dutles are comblned and glven to. the

.- available employees. To the extent possible, duties should be segregated to serve as a check
and balance and to maintain the best control system. possrble We recommend the I|brary- |
: .segregate dutres whenever possrble t . ‘



Members of the Board
June 13, 2008
Page 2

This communication is intended solely for the information and use of management, Rawson Memorial
Library, and others within the organization, and is not intended to be and should not be used by anyone
other than these specified parties.

We appreciate the opportunity to be of service to the Rawson Memorial Library and look forward each
year to continuing our relationship. The cooperation extended to us by your staff throughout the audit
was greatly appreciated. Should you wish to discuss any item included in this letter further, we would be
happy to do so.

Very truly yours,

Qucdonon by, Rusdanddh $duam, B2,

Anderson, Tuckey, Bernhardt & Doran, P.C.
Certified Public Accountants
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To the Members of . the Board

Rawson Memorral lerary '

We have audrted the flnancral statements of the’ governmental activities, the busmess—type actwrtles. h

the. aggregate dlscreteiy presented component units, each ma]or fund, and tie aggregate remaining

fund information of Rawson. Memorial Library for the year ended December 31; 2007, and have Issued -

o our report thereon dated June 13, 2008. Professional standards requrre that we prowde you with the

,followmg mformatron related to.our audit

| Our Resgonsrblllty gnder U S. Generally Acgggted Audltlng Standgrd

T As stated in our engagement letter.dated’ ‘May 5, 2008, our responsiblllty as descrlbed by profeSslonaI

‘ ._standards is to express opinjons 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 financiat statements does not rel:eve you or
management of your respons:billties L

' : Planned Scope and Timing of the Audit

" We performed the audit according to the planned scope and trming prevrously communlcated to you rn :
g our meetmg about planning matters on May 8, 2008

:‘:_ -SIinftcartt Audtt Flndlnqs _ _ _
‘Qua!rtatrve Aspects of Accountrng Practu:es h

"Management is. responmbte for the selection’ and use. of approprlate accountrng pollcres In
8 'acoordance with “‘the terms of our engagement letter, we will advise managemient “aboit - the‘
'-,japproprlateness of account:ng policies, and their application. The ‘significarit accountrng policiés used -

by Rawson ‘Memorial Library are desciibed in Note 1. to the financial statements, ., ‘We noted no -

','-'transactlons entered into by the governmental unit during the year for: which there is a lack of
~authoritative. gmdance or-consensus. There are no significant transactions that have been recogn:zed
~in the flnanc|al statements |n a dlfferent perlod than when. the transaction occurred o

| thﬁcu!tres Encountered in Pen‘ormmg the Audit

o 'We enc0untered no 3|gn|frcant difficulties |n dealmg wrth management |n performmg and comptetlng |
" our audlt : : : ‘ o

l Corrected and Uncorrected Misstatements

e Professmnat standards require us to accumutate all known and tlkely mlsstatements |dent|f|ed durlng—'

ey iI-IS_ Bast Frank_Street

- Caro, MI 48723

989673137

. -.800.234-8829 .. .
+*Fax 989-673- 3375

'.jﬂmﬂb@&m'

',,a thdepa.com

-Ofﬁce locattons in Caro, o

-.A""Cass Clty & Marlette

* . the audit, ‘other’ than those-that are trivial, and communicate them to-the’ approprtate level: of -
. ‘management Management has corrected all such- risstatements.
.. misstatemerits detected as -a result of audit procedures arid corrected by management were materlal N
T elther mdnwdually or |n the aggregate to the financtal statements taken as awhole L ,

In addition, none. of the -

o ._'Drsagreements with Management

o For- purposes of -this ‘letter, professlonal standards defme a dlsagreement wrth management as: a

- finandial accountrng reporting, -or auditing matter, whether or.not resolved to our satrsfactron, that
. could be S|gmf|cant 1o the financial statements.or the audltor s report We'are pleased to report that no
E such dlsagreements arose durlng the 00urse of our audlt .
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June 13, 2008
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Management Representations

We have requested certain representations from management that are included in the management
representation letter dated June 13, 2008,

Management Consulfations 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 governmental unit’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 governmental unit’s auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses were
not a condition to our retention.

This information is intended solely for the use of the Members of the Board and management of Rawson
Memeorial Library and is not intended to be and should not be used by anyone other than these specified

parties.
Very truly yours,

er"""’\' Ruwdandk denen, PC,

Anderson, Tuckey, Bernhardt, & Doran, P.C.
Certified Public Accountants



