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INDEPENDENT AUDITOR’S REPORT

Members of the Belleville Area District Library Board
Belleville Area District Library
Belleville, Michigan

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities and each
major fund of the Belleville Area District Library (the Library) as of and for the year ended June
30, 2022, and the related notes to the financial statements, which collectively comprise the
Library’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund, of the Library,
as of June 30, 2022, and the respective changes in financial position, for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of the Library and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with accounting principles generally accepted in the United States of America, and
for the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Library’s
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.



Independent Auditor’s Report
(Continued)

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinions. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
generally accepted auditing standards will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if
there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Library’s internal control. Accordingly,
no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Library’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.



Independent Auditor’s Report
(Continued)

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information as listed in the
table of contents be presented to supplement the basic financial statements. Such information is
the responsibility of management and, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Mot & %@,’M
Detroit, Michigan
December 22, 2022



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

Management’s Discussion and Analysis
June 30, 2022

Belleville Area District Library (the Library) management offers this narrative overview and
analysis of the Library’s financial activities and statements for the fiscal year ended June 30, 2022.
This narrative is an overview of the financial health of the Library based on the information in the
statements. This discussion is intended to be an objective, straightforward and understandable
introduction to the Library’s financial statements.

Using this Annual Report

This annual report consists of a series of financial statements. The statement of net position and
the statement of activities of the Library as a whole present a longer-term view of the Library's
finances. This longer-term view uses the accrual basis of accounting to demonstrate the cost of
providing services during the current year and the degree to which the taxpayers have funded the
full cost of providing government services.

The fund financial statements present a short-term view and demonstrate how the taxpayers'
resources were spent during the year, as well as how much is available for future spending, on a
modified accrual basis. The fund financial statements report the Library's operations in more detalil
than the government-wide financial statements by providing information about the Library's most
significant funds.

Financial Highlights

The Library’s new library building construction project is essentially complete, and the remaining
unspent construction funds will be transferred to the library’s debt service fund in the 2022-23
Fiscal Year. To support the repayment of the project's 20-year bond issue of $13,820,000
approved by the voters in November 2016, a debt service millage of 0.62 mills was authorized by
the Library Board to be levied in Winter 2021. The library also levied two operating millages
approved by the voters of 0.7 mills and 0.75 mills. The operating millages levied on the Winter
2021 tax bill were rolled back by the Headlee Amendment (MCL 211.34d) to 0.6864 mills and
0.7354 mills.



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

Management’s Discussion and Analysis (Continued)
June 30, 2022

Statement of Net Position

The following table shows, in a condensed format, the Library's net position on a comparative

basis as of June 30, 2022 and 2021:

Change from

June 30, 2022 June 30, 2021 2022-2021
Assets
Capital Assets $ 13,390,501 $ 13,445,337 $ (54,836)
Restricted Investments 613,872 1,162,881 (549,009)
Other Assets 5,525,852 5,039,691 486,161
Total Assets 19,530,225 19,647,909 (117,684)
Liabilities
Current Liabilities 739,686 832,918 (93,232)
Bonds Payable, Net of Current Portion 10,958,816 11,560,160 (601,344)
Compensated Absences 83,209 98,994 (15,785)
Total Liabilities 11,781,711 12,492,072 (710,361)
Net Position
Net Investment in Capital Assets 1,970,905 2,782,346 (811,441)
Restricted for Capital Projects
and Debt Service 1,189,098 1,656,353 (467,255)
Restricted Building Contributions 459,387 456,867 2,520
Unrestricted 4,129,124 2,260,271 1,868,853
Total Net Position $ 7,748,514 $ 7,155,837 $ 592,677




BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

Management’s Discussion and Analysis (Continued)
June 30, 2022

Statement of Activities

The following table shows, in a consolidated format, the Library’s Statement of Activities on a
comparative basis for the years ended June 30, 2022, and June 30, 2021:

Change from

June 30, 2022 June 30, 2021 2022-2021
Revenue
Property Taxes $ 3,112,744 $ 3,045,940 $ 66,804
Library Fines and Fees 59,483 59,305 178
Other 57,620 101,172 (43,552)
Interest Income 2,589 2,155 434
Total Revenue 3,232,436 3,208,572 23,864
Expenses
Salaries and Benefits 890,958 849,020 41,938
Depreciation 758,201 679,122 79,079
Other 990,600 953,100 37,500
Total Expenditures 2,639,759 2,481,242 158,517
Change in Net Position $ 592,677 $ 727,330 $ (134,653)

The Library’s net position increased from June 30, 2021 to June 30, 2022 by approximately $600
thousand primarily due to property tax revenue from debt service and operating mileages. These
revenues were primarily used to pay debt service.

The property tax revenues for June 30, 2022, were generated by an operating millage of 0.6864
mills. Voters in the library service area authorized the Library to levy an additional 0.75 operating
millage and a 0.64 debt service millage to support the issuance of bonds in the amount of
$13,820,000 to fund the construction of a new library. These millages were levied on the winter
2021 tax roll and recognized in the year ending June 30, 2022. The additional operating millage
was reduced to 0.7345 mills under the Headlee rollback.

The Library’s Funds

General Fund
For the fiscal year ended June 30, 2022, the General Fund revenues were in excess of
expenditures by $528,314. Actual revenues were higher than budget by $ 40,743 and actual

expenditures were less than budgeted expenditures by $368,071. Per Board resolution,
$1,040,000 of the fund balance has been committed to cover the Library’s 2022-2023 budget.



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

Management’s Discussion and Analysis (Continued)
June 30, 2022

The Library’s Funds (Continued)
Capital Projects Fund

During fiscal year ended June 30, 2017 the Capital Projects Fund received $13,820,000 of
bond proceeds plus a premium from the bond sale of $426,880. The bonds will be paid off
over a twenty year period. The bond proceeds were immediately invested and generated
approximately $1,000 of interest income for the year ended June 30, 2022. Capital outlay
expenditures were approximately $490,000.

Debt Service Fund

For the fiscal year ending June 30, 2022, the Debt Service Fund had property tax revenue of
$1,004,144. Debt service payments of $982,350 were made during the year.

Capital Assets and Debt Administration

During the year ended June 30, 2022, the Library purchased books and periodicals totaling
$178,429, which were added to the existing collection. In addition, property costing $490,040
was purchased by the Capital Projects Fund in connection with the construction of a new
library. Computers were purchased with a cost of $34,896. Depreciation expense for the year
was $758,201.

At the end of 2022 the Library had approximately $13.4 million in capital assets, including the
Library building. The Library had long-term debt obligations of approximately $11.2 million at
June 30, 2022.

General Fund Budgetary Highlights

Over the course of the fiscal year ending June 30, 2022, the Library revises its budget to reflect
changes in revenues and expenditures. State law requires that the budget be amended to ensure
that expenditures do not exceed appropriations. A schedule showing the Library’s original and
final budget amounts compared with amounts actually paid and received is provided in the
required supplemental information of these financial statements.

Budgeted revenues for the General Fund were increased by $62,500 from the original budget,
primarily due to increases in millage revenue and state aid. Budgeted expenditures for the
General Fund were increased by $5,100. Total actual expenditures were $368,071 under
budget.

Economic Factors and Next Year’s Budget

The library’s original operating tax levy of .7 mills (rolled back by the Headlee Amendment to
.6864) was restored by the voters in August 2022. This millage restoration is no longer subject
to tax capture pursuant to Public Act 57, Public Acts of Michigan, 2018, as amended, and the
2022-2023 General Fund budgeted tax revenue reflects this increase in the library’s revenue.



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

Management’s Discussion and Analysis (Continued)
June 30, 2022

Economic Factors and Next Year’s Budget (Continued)

In 2016 voters in the library service area authorized the Library to incur $13,820,000 in debt (total
20-year repayment with interest $19,654,575) for the construction of a new library facility. The
maximum number of years the bonds may be outstanding, exclusive of any refunding is twenty-
one years.

The 2022-2023 Capital Projects budget reflects the transfer out of the remaining funds to the Debt
Service Fund.

The 2022-2023 Debt Service Fund reflects the anticipated .22 debt service millage to be received
from the Winter 2022 tax roll plus the payment of interest and principal on the outstanding bonds
due in November 2022 and May 2023. (The .22 debt service millage is lower in 2022 due to the
transfer in of the remaining Capital Project funds).

Contacting the Library's Management

This financial report is intended to provide the 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 Belleville Area District Library at 167 Fourth Street, Belleville, MI 48111.



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

Statement of Net Position
June 30, 2022

Governmental
Funds
Assets
Current Assets
Cash & Cash Equivalents (Note 3) $ 5,444,681
Investments-Restricted (Note 3) 613,872
Due From Other Governmental Units 50,935
Prepaid Expenses 30,236
Total Current Assets 6,139,724
Non-Current Assets
Capital Assets - Net (Note 5) 13,390,501
Total Assets $ 19,530,225
Liabilities and Net Position
Liabilities
Current Liabilities
Accounts Payable $ 30,037
Accrued Liabilities 41,180
Bonds Payable-Current Portion (Note 8) 580,000
Bond Premium-Current Portion (Note 8) 21,344
Accrued Interest payable 67,125
Total Current Liabilities 739,686
Non-Current Liabilities
Bonds Payable (Note 8) 10,660,000
Bond Premiums (Note 8) 298,816
Compensated Absences Payable (Note 7) 83,209
Total Non-Current Liabilities 11,042,025
Total Liabilities 11,781,711
Net Position
Net Investment in Capital Assets 1,970,905
Restricted for Capital Projects 791,851
Restricted for Debt Service 397,247
Restricted - Building Contributions 459,387
Unrestricted 4,129,124
Total Net Position 7,748,514
Total Liabilities and Net Position $ 19,530,225

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



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

Functions / Programs:
Governmental Activities:
Library

General Revenues:
Property Taxes (Note 1)
State Aid
Library Fines and Fees
Interest

Total General Revenues

Change in Net Position
Net Position, Beginning of Year

Net Position, End of Year

Program Revenue

Statement of Activities
Year Ended June 30, 2022

Governmental
Activities

Charges for

Expenses Services

Net (Expense)
Revenue and
Changes in
Net Position

Operating Capital Grants
Grants and and
Contributions Contributions

$ 2,639,759 $

$ 7,272 $ 10,331 $

(2,622,156)

3,112,744
40,017
59,483

2,589

3,214,833

592,677
7,155,837

$ 7,748,514

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

10



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

Balance Sheet
Governmental Funds
June 30, 2022

Capital Debt
General Projects Service Total
Assets
Cash and Cash Equivalents (Note 3) $ 4,910,545 $ 177,979 $ 356,157 $ 5,444,681
Investments-Restricted (Note 3) - 613,872 - 613,872
Due from Other Governmental Units 46,710 - 4,225 50,935
Prepaid Expenses 30,236 - - 30,236
Due from Other Funds (Note 9) - - 36,865 36,865
Total Assets $ 4,987,491 $ 791,851 $ 397,247 $ 6,176,589
Liabilities and Fund Balance
Liabilities
Accounts Payable $ 30,037 $ - % - % 30,037
Accrued Liabilities 41,180 - - 41,180
Due to Other Funds (Note 9) 36,865 - 36,865
Total Liabilities 108,082 - 108,082
Deferred Inflows- Unavailable Revenue 36,209 - 36,209
Fund Balance
Non-Spendable 30,236 - - 30,236
Restricted 459,387 791,851 397,247 1,648,485
Committed for Working Capital 1,040,000 - - 1,040,000
Undesignated 3,313,577 - - 3,313,577
Total Fund Balance 4,843,200 791,851 397,247 6,032,298
Total Liabilities, Deferred Inflows and Fund
Balance $ 4,987,491 $ 791,851 $ 397,247 $ 6,176,589

The accompanying notes are an integral part of the financial statements.
11



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

Reconciliation of Total Governmental Fund Balance
to Net Position of Governmental Activities
June 30, 2022

Total Fund Balance - Governmental Fund $ 6,032,298

Amounts reported for governmental activities in the Statement of Net
Position are different because -

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the Governmental Funds Balance

Sheet
Capital Assets at Cost 16,336,459
Accumulated Depreciation (2,945,958)

Revenues not meeting the availability Criteria are Recorded as
Deferred Inflows at the Fund Level, but Recorded as Revenue
in the Full Accrual Statements. 36,209

Long-term Liabilities are not due and payable in the current period and
therefore are not reported in governmental funds

Bonds Payable (11,240,000)

Bond Premium (320,160)
Compensated Absences Payable (83,209)

Accrued interest is not reported in the governmental funds (67,125)

Total Net Position of Governmental Activities $ 7,748,514

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



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

Statement of Revenues, Expenditures, and Changes in Fund
Balance — Governmental Funds
June 30, 2022

General Capital Debt
Fund Projects Service Total
Revenue
Property Taxes $ 2,108,600 $ - $ 1,004,144 $ 3,112,744
Grant Revenue 7,272 - - 7,272
State Aid 40,017 - - 40,017
Local Library Fines and Fees 73,425 - - 73,425
Contributions and Donations 10,331 - - 10,331
Investment Income 1,598 991 - 2,589
Total Revenue 2,241,243 991 1,004,144 3,246,378
Expenditures
Salaries 906,743 - - 906,743
Benefits and FICA 258,587 - - 258,587
Books 178,429 - - 178,429
Supplies 30,092 - - 30,092
Professional Fees 24,670 - - 24,670
Dues 3,130 - - 3,130
Contracted Services 79,229 - - 79,229
Telephone 19,403 - - 19,403
Insurance 20,294 - - 20,294
Utilities 55,244 - - 55,244
Repairs and Maintenance 53,543 - - 53,543
Printing and Publications 14,383 - - 14,383
Postage 6,996 - - 6,996
Computer Hardware/Software 47,796 - - 47,796
Miscellaneous 14,390 - - 14,390
Capital Outlay - 490,040 - 490,040
Debt Service - - 982,350 982,350
Total Expenditures 1,712,929 490,040 982,350 3,185,319
Excess (Deficiency) of Revenues
Over Expenditures 528,314 (489,049) 21,794 61,059
Fund Balance - June 30, 2021 4,314,886 1,280,900 375,453 5,971,239
Fund Balance - June 30, 2022 $ 4,843,200 $ 791,851 $ 397,247 $ 6,032,298

The accompanying notes are an integral part of the financial statements.
13



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

Reconciliation of the Statement of Revenues, Expenditures, and Changes
In Fund Balance of Governmental Funds to the Statement of Activities
June 30, 2022

Net Changes in Fund Balance - Total Governmental Funds $ 61,059

Amounts reported for governmental activities in the Statement of
Activities are different because:

Governmental funds report capital outlays as expenditures; in the
Statement of Activities, these costs are allocated over their useful
lives as depreciation

Depreciation Expense (758,201)
Capital Outlay 703,365

(Increase) Decrease in non-current liabilities for compensated
absences payable is an expense in the Statement of Activities but is
not an expenditure in the governmental funds 15,785

Revenue is recorded in the statement of activities when earned.
It is not reported in the Funds until Collected or Collectible within
60 days of year end (13,942)

Repayment of debt is an expense in the governmental funds but it
reduces the debt in the statement of Net Position 560,000

Amortization of bond premiums reduces the debt liability in the
statement of Net Position 21,344

Accrued interest on bonds is not recorded at the fund level, but is
an expense in the Statement of Activities 3,267

Change in Net Position of Governmental Activities $ 592,677

The accompanying notes are an integral part of the financial statements.
14



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

1)

Notes to Financial Statements
June 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Effective April 17, 2010, Belleville Area District Library (the "Library") (formerly known as
the Fred C. Fischer Library) was established as a district library with a territory which is
located in the jurisdictional limits of the City of Belleville, Van Buren Township, and
Sumpter Township. Its purpose is to provide library services to the residents of all the
participating communities.

Reporting Entity

The Library is governed by an elected seven-member board. The accompanying financial
statements have been prepared in accordance with criteria established by the
Governmental Accounting Standards Board for determining the various governmental
organizations to be included in the reporting entity. The Library utilizes a General Fund, a
Capital Projects Fund and a Debt Service Fund to account for all its financial resources.

Basis of Accounting

The accounting policies of 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:

The government-wide full accrual financial statements (the statement of net position and
the statement of activities) are recorded using the economic resources measurement
focus and the accrual basis of accounting. Revenue is recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized
in the accounting period in which it becomes susceptible to accrual that is, when it
becomes both measurable and available. Revenue is considered 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.

When an expense is incurred for purposes for which both restricted and unrestricted net
assets are available, the Library's policy is to first apply restricted resources.

When an expense is incurred for purposes for which amounts in any of the unrestricted

fund balance classifications could be used, it is the Library's policy to spend funds in this
order: committed, assigned, and unassigned.

15



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

1)

Notes to Financial Statements (Continued)
June 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Governmental Funds

The focus of the governmental funds’ measurement (in the fund statements) is upon
determination of financial position and changes in financial position (sources, uses, and
balances of financial resources) rather than upon net income. The following is a
description of the governmental funds of the Library:

a. General Fund is the general operating fund of the Library. It is used to account for all
financial resources except those required to be accounted for in another fund.

b. Capital Projects Fund is used to record proceeds or other revenue and the
disbursement of invoices specifically designated for construction of the new library
building. The fund operates until the purpose for which it was created is accomplished.

c. Debt Service Funds are used to account for the accumulation of funds for the periodic
payment of principal and interest on general long-term debt.

Property Tax Revenue - Property taxes are levied on each December 1 on the taxable
valuation of property included in the Library's district, as of the preceding December 31.
Taxes are considered delinquent on March 1 of the following year, at which time penalties
and interest are assessed.

The Library's 2021 tax is levied and collectible on December 1, 2021 and is recognized as
revenue in the year ended June 30, 2022, when the proceeds of the levy are budgeted
and available for the financing of operations.

The 2021 taxable valuation of the Library's district, which includes that of the City of
Belleville, Sumpter Township, and Van Buren Township, totaled approximately $1,638
million. A portion of that taxable value is captured by various tax increment financing
districts. Taxes levied consisted of 1.4218 mills and resulted in a net Library levy of
approximately $2,108,000.

In addition, a tax levy of 0.62 mills was levied for debt service which resulted in a net levy
of approximately $1,004,000 recorded in the debt service fund.

Cash Equivalents - The Library considers all highly liquid investments purchased with a
maturity of three months or less to be cash equivalents.

Restricted Assets — Certain resources from the issuance of bonds are classified as
restricted assets on the Statement of Net Position because their use is limited by
applicable bond covenants.

Prepaid Expenses — Payments made to vendors for services that will benefit periods
beyond June 30, 2022 are recorded as prepaid expenses.

16



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

1)

Notes to Financial Statements (Continued)
June 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fixed Assets - Capital assets owned by the Library, are reported in the statement of net
position. Capital assets are defined by the Library as assets with an initial individual cost
of more than $1,000 and an estimated useful life in excess of one year. However, books
and periodicals are identified by management at acquisition regardless of dollar amount
and capitalized accordingly. 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.

Depreciation on all assets is provided on the straight-line basis over the following
estimated useful lives:

Books and Periodicals 5to 15 years
Building Additions 30 years
Building Improvements 15 years
Computers 5years

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 sick and
vacation pay is accrued when incurred in the government-wide financial statements.

Deferred Outflows of Resources — In addition to assets, the balance sheet will
sometimes report a separate section for deferred outflows of resources. This separate
financial statement element, deferred outflows of resources, represents a consumption of
new position that applies to a future period(s) and so will not be recognized as an outflow
of resources (expenses/expenditures) until then. The Library did not have any items that
gualify for reporting in this category at June 30, 2022.

Deferred Inflows of Resources — In addition to liabilities, the balance sheet will
sometimes report a separate section for deferred inflows of resources. This separate
financial statement element, deferred inflows of resources, represents an acquisition of
net position that applies to a future period(s) and so will not be recognized as an inflow of
resources (revenue) until that time. The Library had deferred inflows-unavailable revenue
of $36,209 at June 30, 2022.

Fund Equity — Fund balance classifications comprise a hierarchy based primarily on the

extent to which a government is bound to observe constraints imposed on the use of the
resources reported in governmental funds.

17



BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

1)

2)

Notes to Financial Statements (Continued)
June 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fund Equity (Continued)
Fund Equity is classified as net position and displayed in three components:

(a) Net Investment in Capital Assets - Consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, mortgages, notes, or other borrowings that are attributable to
the acquisition, construction, or improvement of those assets.

(b) Restricted - Consists of net position with constraints placed on the use by: (1) external
groups such as creditors, grantors, contributors, or laws or regulations of other
governments; or (2) law through constitutional provisions or enabling legislation.

(c) Unrestricted - All other net position that does not meet the definition of "restricted" or
"net investment in capital assets".

In the fund financial statements, governmental funds report the following components of
fund balance:

* Nonspendable - Amounts that are not in spendable form or are legally or
contractually required to be maintained intact.

+ Restricted - Amounts that are legally restricted by outside parties, constitutional
provisions, or enabling legislation for use for a specific purpose.

+ Committed - Amounts that have been formally set aside by the Library's board for
use for specific purposes. Commitments are made and can be rescinded only via
resolution of the Library's board. At June 30, 2022, the Library has $1,040,000
committed for 2022-23 expenses.

+ Assigned - Intent to spend resources on specific purposes expressed by the
Library's board.

* Unassighed — Amounts that do not fall into any other category above. This is the
residual classification within the general fund.

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.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

For the fiscal year ended June 30, 2022, no expenditures exceeded appropriations.
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BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

3)

Notes to Financial Statements (Continued)
June 30, 2022

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. A
local unit 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 three financial institutions for the deposit of its funds. The
investment policy, adopted by the board effective April 17, 2010 and 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 the state
statutory authority as listed above. The Library's deposits and investment policies are in
accordance with statutory authority.

The Library's cash is subject to 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. The Library does not have a deposit policy for custodial credit risk. At year end, the
Library had total bank deposits of $ 6,106,740, out of which $5,856,740 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.

Investments

The Library has investments that are held in various investment vehicles. Following is a
summary of the Library’s investment securities which were uninsured and unregistered,

Investment Type Fair Value

Cash Mgmt Class $ 608,227
Max Class 5,645
Total Investments $ 613,872

Custodial Credit Risk

The Library has adopted a policy that indicates the Library will minimize custodial credit
risk, which is the risk that in the event of the failure of the counterparty the Library will not
be able to recover the value of its investments that are in possession of an outside party,
by diversifying the investment portfolio so the impact of potential loss from any one type
of security or issuer will be minimized.
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(formerly the Fred C. Fischer Library)

3)

Notes to Financial Statements (Continued)
June 30, 2022

DEPOSITS AND INVESTMENTS (Continued)

Interest Rate Risk

The Library has adopted a policy that indicates the Library will minimize interest rate risk,
which is the risk that the market value of securities in the portfolio will fall due to changes
in market interest rates, by limiting the weighted average maturity of the investment
portfolio to less than a given period of time.

Fair Value Measurements

The framework for measuring fair value provides a fair value hierarchy that prioritizes the
inputs to valuation techniques used to measure fair value. The hierarchy gives the highest
priority to unadjusted quoted prices in active markets for identical assets or liabilities (level
1 measurement) and the lowest priority to unobservable inputs (level 3 measurements).
The three levels of the fair value hierarchy are described as follows:

Level 1. Inputs to the valuation methodology are unadjusted quoted prices for identical
assets or liabilities in active markets that the Library has the ability to access.

Level 2: Inputs to the valuation methodology include:
Quoted prices for similar assets or liabilities in active markets;
Quoted prices for identical or similar assets or liabilities in inactive markets;
Inputs other than quoted prices that is observable for the assets or liabilities;

Inputs that are derived principally from or corroborated by observable market data
by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must
be observable for substantially the full term of the asset or liability.

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair
value measurement.
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(formerly the Fred C. Fischer Library)

3)

Notes to Financial Statements (Continued)
June 30, 2022

DEPOSITS AND INVESTMENTS (Continued)

Fair Value Measurements (Continued)

The asset or liability’s fair value measurement level within the fair value hierarchy is based
on the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

The Library’s fair value hierarchy for those assets measured at fair value on a recurring
basis as of June 30, 2022 is summarized as follows:

Quoted Prices in Significant

Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
Cash Mgmt Class $ 608,227 $ - $ - 0% 608,227
Max Class 5,645 - - 5,645
Total $ 613,872 $ - $ - $ 613,872

Following is the description of the valuation methodologies used for assets measured at
fair value:

Short-term Investments: The Library’s short-term investments consist of deposits in
sweep and checking accounts. It has the general characteristics of demand deposit
accounts in that the Library may deposit and withdraw additional cash at any time without
prior notice or penalty.

Federal Agency Bonds: The Library’s bonds pricing is based on quoted market prices.
Credit Risk

The Uniform Prudent Management of Institutional Funds Act does not limit investments of
the endowment funds to certain credit ratings issued by nationally recognized statistical

rating organizations. The Library has adopted a policy that indicates the Library’s
investment goals and objectives.
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3)

4)

5)

Notes to Financial Statements (Continued)
June 30, 2022

DEPOSITS AND INVESTMENTS (Continued)

Concentration of Credit Risk

The Library has adopted a policy that indicates the Library will minimize custodial credit
risk, which is the risk of loss attributed to the magnitude of the Library’s investment in a
single issuer, by diversifying the investment portfolio so that the impact of potential losses
from any one type of security or issuer will be minimized.

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 for employee
injuries and participates in the Michigan Municipal Risk Management Authority risk pool
(as a state pool member) for claims relating to loss, torts, and errors and omissions. Settled
claims relating to the commercial insurance have not exceeded the amount of insurance
coverage in any of the past three fiscal years.

The Michigan Municipal Risk Management Authority state pool program operates as a
common risk-sharing management program for local units of government in Michigan;
member premiums are used to purchase commercial excess insurance coverage and to
pay member claims in excess of deductible amounts.

CAPITAL ASSETS

Capital asset activity of Belleville Area District Library's governmental activities is as
follows:

Balance Balance

6/30/2021 Additions Disposals 6/30/2022
Land $ 205,969 % - 8 -8 205,969
Building 11,891,266 452,909 - 12,344,175
Books and Periodicals 2,219,268 178,429 (125,705) 2,271,992
Furniture and Fixtures 1,095,699 37,131 - 1,132,830
Computers 346,597 34,896 - 381,493
Subtotal 15,758,799 703,365 (125,705) 16,336,459

Accumulated Depreciation:

Building 462,322 405,000 - 867,322
Books and Periodicals 1,607,284 159,376 (125,705) 1,640,955
Furniture and Fixtures 91,894 74,284 - 166,178
Computers 151,962 119,541 - 271,503
Subtotal 2,313,462 758,201 (125,705) 2,945,958
Net Capital Assets $ 13,445337 $ (54,836) $ - $ 13,390,501
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6)

7)

8)

Notes to Financial Statements (Continued)
June 30, 2022

DEFINED CONTRIBUTION PENSION PLAN

The Library provides pension benefits to all of its full-time employees through a defined
contribution plan. In a defined contribution plan, benefits depend solely on amounts
contributed to the plan plus investment earnings, Employees are eligible to participate from
the date of employment. As established by board approval, the Library contributes 10
percent of employees’ gross earnings, and employee contributions for each employee plus
interest allocated to the employee's account are fully vested immediately. The Library's
total payroll for the current period was $906,743. The current period contribution was
calculated based on covered payroll of $538,333, resulting in an employer contribution of
$53,833 and employee contributions of $26,916.

COMPENSATED ABSENCES

Compensated absences represent the library’s liability for accrued sick and vacation time
at June 30, 2022. This is a long-term liability and is therefore recorded only in the
statement of net position, and not at the fund level. The balance for compensated
absences payable was $83,209 at June 30, 2022.

BONDS PAYABLE

On April 10, 2017, the Library sold $13,820,000 of bonds to fund a new facility. The bond
principal and interest is to be paid over a twenty-year period. The bond principal
outstanding as of June 30, 2022 was $11,240,000. The bonds carry an interest rate of
3.5%-4.0% and are repayable in the range of $455,000-$955,000 per year.

The bonds were issued with a premium of $426,880. This will be amortized over the life of
the bonds. The unamortized premium at June 30, 2022 was $320,160.

The future maturities of the bonds are as follows:

Year Principal Interest Total
2023 $ 580,000 $ 402,750 $ 982,750
2024 600,000 382,450 982,450
2025 620,000 361,450 981,450
2026 645,000 339,750 984,750
2027 665,000 317,175 982,175
2028-32 3,705,000 1,219,250 4,924,250
2033-37 4,425,000 518,525 4,943,525
Total $ 11,240,000 $ 3,541,350 $ 14,781,350
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9)

10)

11)

Notes to Financial Statements (Continued)
June 30, 2022

INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS
The composition of interfund balances is as follows:

Fund Due To Fund Due From Amount

Debt Service General Fund $ 36,865

Interfund balances are a result of a time lag between the dates goods and services are
provided, transactions are recorded and payments between funds are made.

The balance due to the debt service fund relates to Wayne County property tax settlement
payments related to debt service that were initially deposited in the general fund and
transferred to the debt service fund subsequent to year-end.

NEW ACCOUNTING PRONOUNCEMENTS

In June 2017, the Governmental Accounting Standards Board issued GASB Statement
No. 87, Leases, which improves accounting and financial reporting for leases by
governments. This statement requires recognition of certain lease assets and liabilities
for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. It
establishes a single model for lease accounting based on the foundational principle that
leases are financings of the right to use an underlying asset. Under this statement, a
lessee is required to recognize a lease liability and an intangible right-to-use lease asset,
and a lessor is required to recognize a lease receivable and a deferred inflow of resources.

The Library implemented GASB 87 during the year. However, due to the nature of its
leases, the impact is considered to be insignificant and immaterial for any amounts to be
recorded in the financial statements.

SUBSEQUENT EVENTS

Subsequent events were evaluated through December 22, 2022, which is the date the

financial statements were available to be issued. No issues which could have a material
effect on these financial statements have come to our attention.
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BELLEVILLE AREA DISTRICT LIBRARY
(formerly the Fred C. Fischer Library)

Required Supplemental Information
Budgetary Comparison Schedule — General Fund
Year Ended June 30, 2022

Variance
Original Amended Favorable
Budget Budget Actual (Unfavorable)
Revenue
Property Taxes $ 2,030,000 $2,080,000 $ 2,108,600 $ 28,600
Grant Revenue 8,400 7,200 7,272 72
State aid 34,000 40,000 40,017 17
Local Library Fines and Fees 61,600 66,900 73,425 6,525
Contributions and Donations 2,500 4,900 10,331 5,431
Interest Income 1,500 1,500 1,598 98
Total Revenue 2,138,000 2,200,500 2,241,243 40,743
Expenditures - Current
Salaries 968,000 968,000 906,743 61,257
Benefits and FICA 294,100 294,100 258,587 35,513
Books 240,000 240,000 178,429 61,571
Supplies 30,000 40,000 30,092 9,908
Professional Fees 37,200 37,200 24,670 12,530
Dues 5,000 5,000 3,130 1,870
Contracted Services 146,000 121,000 79,229 41,771
Telephone 31,000 31,000 19,403 11,597
Insurance 38,000 38,000 20,294 17,706
Utilities 76,000 76,000 55,244 20,756
Repairs and Maintenance 50,000 75,000 53,543 21,457
Printing and Publications 18,000 22,000 14,383 7,617
Postage 12,000 13,000 6,996 6,004
Computer Hardware/Software 80,000 80,000 47,796 32,204
Bank Charges 600 700 - 700
Capital Outlay 10,000 10,000 - 10,000
Miscellaneous 40,000 30,000 14,390 15,610
Total Expenditures 2,075,900 2,081,000 1,712,929 368,071
Excess of Revenue Over Expenditures 62,100 119,500 528,314 408,814
Fund Balance - June 30, 2021 4,314,886
Fund Balance - June 30, 2022 $ 4,843,200
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1)

Note to Required Supplementary Information
Year Ended June 30, 2022

BUDGETARY INFORMATION

The annual budget is prepared by the Library's director and submitted to the Library's
board for its approval; subsequent amendments are also submitted to the Library's board
for approval. Unexpended appropriations lapse at year end; encumbrances are not
included as expenditures. The amount of encumbrances outstanding at June 30, 2022
has not been determined. The budget has been prepared in accordance with accounting
principles generally accepted in the United States of America.

The budget has been adopted on a line-item basis; expenditures at this level in excess of
amounts budgeted are a violation of Michigan law. A comparison of actual results of
operations to the budget as adopted by the participating communities' board or council
and Belleville Area District Library is included in the required supplemental information.
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