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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Gorham-MacBane Public Library
Springfield, Tennessee

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities and general fund
and the discretely presented component unit of Gorham-MacBane Public Library (the Library), as of and
for the year ended June 30, 2014, and the related notes to the financial statements, which collectively
comprise the Library’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

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

Basis for Qualified Opinion on Governmental Activities

Because of a lack of historical audit trail with respect to certain fixed assets, we were not able to satisfy
ourselves as to the completeness of fixed assets or the accuracy of the computation of the related
accumulated depreciation or depreciation expense. The completeness and accuracy of fixed assets and
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the related depreciation materially affect the determination of the fixed assets, net position, and expenses
of the governmental activities.

Qualified Opinion

In our opinion, except for the possible effects of the matter discussed in the “Basis for Qualified Opinion”
paragraph, the financial statements referred to above present fairly, in all material respects, the financial
position of the governmental activities of Gorham-MacBane Public Library, as of June 30, 2014, and the
respective changes in financial position thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Unmodified Opinions

In our opinion, of the financial statements referred to above present fairly, in all material respects, the
respective financial position of the discretely presented component unit and the general fund of Gorham-
MacBane Public Library, as of June 30, 2014, and the respective changes in financial position thereof for
the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Budgetary
Comparison Schedule the Schedule of Funding Progress, as listed in the table of contents, be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information presented 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. Gorham-MacBane Public Library has not presented a Management's Discussion and
Analysis. Our opinion on the basic financial statements is not affected by the missing information.

Management has omitted the Management's Discussion and Analysis, that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial statements is not affected by this missing
information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Gorham MacBane Public Library’s basic financial statements. The Board of Directors and Key
Employees is presented for purposes of additional analysis and is not a required part of the basic
financial statements.

The Board of Directors and Key Employees has not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 11,
2015, on our consideration of Gorham MacBane Public Library’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
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agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering Gorham-MacBane
Public Library’s internal control over financial reporting and compliance.

JA a2

. [ ";” A*\‘i ‘ ’
LG, bncliuoen 3 Co.FPLLC;
Gillette, Henderson & Co, PLLC

Hermitage, TN
March 11, 2015
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Gorham-MacBane Public Library
(A Joint Venture)
Governmental Fund Balance Sheet/Statement of Net Position
June 30, 2014
Componenent Unit
General Statement of Friends of the Gorham
Fund Adjustments Net Position MacBaneLibrary

ASSETS
Cash on Hand $ 50 $ - 3 50 $ -
Cash 82,660 - 82,660 1,815
Savings and Temporary Investments 1,045,956
Restricted Cash 101,124 - 101,124
Unconditional Promises to Give - Builidng Campaign 71,120
Captial Assets

Land - 60,000 60,000

Construction in Progress - 236,921 236,921

Other Capital Assets, Net of Accumulated Depreciation - 332,359 332,359
Total Assets 183,834 629,280 813,114 1,118,891
DEFERRED QUTFLOWS OF RESOURCES - - - -
Total Assets and Deferred Outflows of Resources $ 183834 § 629,280 $ 813,114 § 1,118,891
LIABILITIES
Accounts Payable $ 2,116 $ - 8 2116 % -
Payroll Taxes Payable 3,438 - 3,438 -
Accrued Payroll 4,800 - 4,800 -
Total Liabilities 10,354 - 10,354 -
DEFERRED INFLOWS OF RESOURCES - - -
FUND BALANCE

Nonspendable 20,000 (20,000) -

Restricted 81,124 (81,124) -

Unassigned 72,356 (72,356) -
Total Fund Balance 173,480 (173,480) -
Total Liabilities, Deferred Inflows of Resources and
Fund Balance $ 183,834
NET POSITION

Net Investment in Capital Assets 629,280 629,280 -

Restricted - nonexpendable 20,000 20,000 -

Restricted for building expansion 81,124 81,124 -

Temporarily Restricted - - 1,117,076

Unrestricted 72,356 72,356 1,815
Total Net Position $ 802,760 $ 802,760 $ 1,118,891

See Notes to Financial Statements
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Gorham-MacBane Public Library
(A Joint Venture)
Statement of Governmental Fund Revenues, Expenses and Changes in Fund Balance/
Statement of Activities

For the Year Ended June 30, 2014
Componenent Unit

General Statement of  Friends of the Gorham
Fund Adjustments Activities MacBaneLibrary
Revenues
Robertson County $ 174,096 $ - $ 174096 $ -
City of Springfield 168,426 - 168,426 -
Regional Funding 16,715 - 16,715 -
Fines 15,265 - 15,265 -
State Technology Grant 2,966 - 2,966 -
Non-Government Grants 1,500 - 1,500 -
Memorials 1,908 - 1,908 -
Donations 1,344 - 1,344 295,838
Dividends and [nterest 60 - 60 7,327
Miscellaneous Income 12,857 - 12,857 2,489
Total Revenues 395,137 ~ 395,137 305,654
Expenses
Operating Expenses:
Salaries & Related Items 223,162 - 223,162 -
Utilities 17,448 - 17,448 -
Telephone 5,365 - 5,365 -
Maintenance & Repair 25,324 - 25,324 -
Supplies 13,243 - 13,243 -
Postage and Mailing Service 1,097 - 1,097 -
Insurance 6,150 - 6,150 -
Recorded Books Lease 5,000 - 5,000 -
Periodicals 1,943 - 1,943 -
Advertising 642 - 642 -
Professional Services 10,670 - 10,670 41,275
Staff Development 207 - 207 -
Other Expenses 4,301 - 4,301 1,211
Software 2,071 - 2,071 -
Capital Outlay:
Books 35,267 (35,267) - -
Audio-Visual Materials 10,884 (10,884) - -
Capital Outlay 70,515 (55,483) 15,032 -
Depreciation Expense - 66,652 66,652 -
Total program expenses 433,289 (34,982) 398,307 42,486
Net Change in Fund Balance/Net Position (38,152) 34,982 (3,170) 263,168
Fund Balance/Net position at beginning of year 211,632 594,298 805,930 855,723
Fund Balance/Net position at end of year $ 173,480 $ 629,280 §$ 802,760 $ 1,118,891

See Notes to Financial Statements
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Gorham-MacBane Public Library
(A Joint Venture)
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies

A. Organization

Gorham-MacBane Public Library (the Library) was created in February 1969 by the City
of Springfield and Robertson County, Tennessee. The City and the County each
provide half of the operating funds needed to supplement other revenues of the Library.
The purpose of the Library is to furnish information to the citizens of Springfield and
Robertson County, Tennessee.

B. Basis of Presentation

The Library’s financial statements are presented in accordance with generally accepted
accounting principles (GAAP). The Governmental Accounting Standards Board (GASB)
is responsible for establishing GAAP for state and local governments.

C. Reporting Entity

The Library is accounted for as a joint venture between Robertson County and the City
of Springfield. The City and County agreed to split the operational costs of the Library
equally. Board members are appointed by the County. Capital assets used by the
Library would revert to the City and County if the Library were ever disbanded.

The Friends of Gorham-MacBane Public Library (Friends) is a legally separate, tax-
exempt component unit of the Library. The Friends act primarily as a fund-raising
organization to supplement the resources that are available to the Library in support of
its programs. Although the Library does not control the timing or amount of funds
available from the foundation, all funds held by the Friends are for the ultimate benefit
of the Library, and therefore the Friends is considered a component unit and is
discretely presented in the Library's financial statements.

The Friends’ financial information included in the Library’'s audited financial statements
has been consistently reported each year at March 31.

D. Combination Government-Wide and Fund Financial Statements

Combination government-wide and fund financial statements are presented for the
Library. The first column of the statements represents the fund financial statements of
the Library. The third column represents the government-wide financial statements.
The adjustments column represents the adjustments necessary to reconcile the fund
financial statements to the government-wide. The explanations of the reconciling items
are presented as Notes 12 and 13.

Both the government-wide and fund financial statements categorize primary activities as
either governmental or business type. The Library’s services are classified as
governmental activities. The Library has no business-type activities. The financial
statements report information on only nonfiduciary activities of the Library.
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Gorham-MacBane Public Library
(A Joint Venture)
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies - continued

E. Government-Wide Financial Statements

The government-wide financial statements include a statement of net position and a
statement of activities. These statements present summaries of the governmental
activity of the Library.

This government-wide focus is more on the sustainability of the Library as an entity and
the change in the Library’s net position resulting from the current year’s activities.

F. Fund Financial Statements

Fund financial statements report detailed information about the Library. The focus of
fund financial statements in on major funds rather than fund type. The financial
statements of governmental funds include a balance sheet and a statement of
revenues, expenses and changes in fund balance.

The financial transactions of the Library are reported in individual funds in the fund
financial statements. The operations of each fund are summarized by providing a
separate set of self-balancing accounts which include assets, deferred outflows or
resources, liabilities, deferred inflows of resources fund equity, revenues and
expenditures. The individual funds account for the governmental resources allocated to
them for the purpose of carrying on specific activities in accordance with laws,
regulations, or other restrictions.

The Library reports the following major general fund:

Government Fund Types:

General Fund — The 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. All of the essential governmental services are
reported in the General Fund.

All revenues are attributable to the providing of library services.

G. Fund Balance
The Library reports fund balances in the governmental fund financial statements which

are classified as follows:

Nonspendable — Amounts that cannot be spent either because they are not in a
spendable form or because they are legally or contractually required to be
maintained intact.
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Gorham-MacBane Public Library
(A Joint Venture)
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies — continued
H. Fund Balance - continued

Restricted — Amounts that can be spent only for specific purposes because of the
Library’'s Charter, state or federal laws, or externally imposed conditions by
grantors or creditors.

Committed — Amounts that can be used only for specific purposes determined by
the formal action of a resolution made by the Library’s highest level of decision
making authority, the Board of Directors. To be reported as committed, amounts
cannot be used for any other purpose unless the Library takes the same highest
level of action, a Board resolution, to remove or change the constraint.

Assigned — Amounts the Library intends to use for a specific purpose. Intent can
be expressed by the Board of Directors or by an official or body to which the
Board of Directors delegates the authority.

Unassigned — Amounts that are available for any purpose.

When an expenditure is incurred for purposes for which both restricted and unrestricted
fund balance is available, the Library considers restricted funds to have been spent first.
When an expenditure is incurred for which committed, assigned, or unassigned fund
balances are available, the Library considers amounts to have been spent first out of
committed funds, then assigned funds, and finally unassigned funds, as needed, unless
the Board of Directors or the finance committee has provided otherwise in its
commitment or assignment actions.

. Net Position

Government-wide fund net position are divided into three components:
Net investment in capital assets—consist of the historical cost of capital assets
less accumulated depreciation and less any debt that remains outstanding that

was used to finance those assets plus deferred outflows of resources less
deferred inflows of resources related to those assets.

Restricted net position—consist of assets that are restricted by the Library's
creditors (for example, through debt covenants), by the state enabling legislation
(through restrictions on shared revenues), by grantors (both federal and state),
and by other contributors.

Unrestricted—all other net position is reported in this category.
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Gorham-MacBane Public Library
(A Joint Venture)
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies - continued

J. Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to the
point at which revenues or expenditures/expenses are recognized in the accounts and
reported in the financial statements. Basis of accounting relates to the timing of the
measurements made regardless of the measurement focus applied.

The government-wide financial statements are reported using he economic resources
measurement focus and the accrual basis of accounting. Revenues are recognized
when earned and expenses are recognized when incurred.

The governmental fund financial statements are reported using the current financial
resources focus and the modified accrual basis of accounting. Under the modified
accrual basis of accounting, revenues are recorded when susceptible to accrual; i.e.,
both measurable and available. Revenues are considered to be available when they
are collectible 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 fiscal period. Expenditures are generally
recognized under the modified accrual basis of accounting when the related liability is
incurred.

K. Financial Statement Accounts

Cash

Cash consists of deposits in local banks and a money market account held at Edward
Jones Investments. These deposits are stated at cost at June 30, 2014. All of the bank
deposits are covered by federal depository insurance and insured by the State of
Tennessee bank collateral pool. The Edward Jones money market account is fully
insured by SPIC.

Capital Assets

Capital assets purchased or acquired are reported at historical cost or estimated
historical cost. Contributed assets are reported at fair market value as of the date
received. Costs incurred for repairs and maintenance are expensed as incurred.

Additions, improvements and other capital outlays that significantly extend the useful life
of an asset are capitalized as follows:

e Buildings and Land — all acquisitions

¢ Land Improvements - projects over 10K

e Building Renovations and Improvements — projects over 100K that extend the
useful life

e Equipment — equipment costing over 3K with a useful life of 1 year

e Library Books and Audio Visual Materials — all acquisitions
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Gorham-MacBane Public Library
(A Joint Venture)
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies - continued
L. Financial Statement Accounts - continued

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

Buildings and Improvements 7-50 years
Land Improvements 20 years
Books and Audio Visual 10 years
Furniture and Equipment 5-10 years

Revenues
Revenues consist almost entirely of allocations provided by the City of Springfield and
Robertson County. These revenues are recognized when they become available.

Other revenues include fines, donations and gifts, and in-kind allocations from the
Warioto Regional Library Center. These revenues have no receivable component and
are recognized when collected or provided.

M. Budgets

The Library Board appoints a committee, consisting of board members along with the
librarian, which formulates the original budget. The budget is prepare on a modified
accrual basis of accounting. The budget is then submitted to the Library Board for
approval. After Library Board approval, it is then submitted to the City of Springfield
Aldermen for approval. After the City Aldermen have approved the budget, it is then
submitted to the budget commitiee of the Robertson County Commission. Upon
passing review of the budget committee, it is then submitted to the full County
Commission which has the final approval. The operating budget includes proposed
expenditures and the means of financing them. Budget amendments require approval
by the Board of Directors. The legal level of budgetary control is the line-item level.

When unexpected or excess financing becomes available during the year, the Library
Board has given the librarian authority to use her discretion as to how the funds are to
be used unless stipulated by the donor or grantor. Since funding is an unknown
variable for the library, expenditures are difficult to budget throughout the year. As
funding becomes available, the board often authorizes additional expenditures.

N. Use of Estimates

Management uses estimates and assumptions in preparing these financial statements
in accordance with generally accepted accounting principles. Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities and the reported revenues and expenses.
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Gorham-MacBane Public Library
(A Joint Venture)
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies - continued

O. Jointly Governed Organizations

The Gorham-MacBane Library Board comprises the governing Board for Robertson
County of the Regional Library system, which is a component of the State Library
System. The Library does not provide and is not liable for any financial support of the
system.

P. Component Unit

This report includes the financial statements for the Friends of Gorham-MacBane
Library, which is a component unit of the Library. The separately audited financial
statements of the component unit may be obtained by contacting the Director of the
Gorham-MacBane Public Library.

Note 2 — Cash
The Library is allowed to invest funds in a manner as defined in the Tennessee Code
Annotated. At June 30, 2014, the balance of the Library’s deposits were as follows:

Carrying Bank
Amount Balance
Unrestricted
Cash on Hand $ 51 $ -
US Bank 73,749 96,365
Bank of America 8,911 8,911
Total Unrestricted 82,711 105,276
Restricted
Endowment Fund CD 20,000 20,000
Edward Jones Money Market 81,124 81,124
Total Restricted 101,124 101,124
Total Cash $ 183,835 $ 206,400

All deposits are insured by FDIC or SPIC. See also Note 5.

Note 3 — Pension Plan

Plan Description

Employees of Gorham MacBane Public Library are members of the Political Subdivision
Pension Plan (PSPP), an agent multiple-employer defined benefit pension plan
administered by the Tennessee Consolidated Retirement System (TCRS). TCRS
provides retirement benefits as well as death and disability benefits. Benefits are
determined by formula using the member’s high five-year average salary and years of
service. Members become eligible to retire at the age of 60 and with five years of
service or at any age with thirty years of service. A reduced retirement benefit is
available to vested members at the age of 55. Disability benefits are available to active
members with five years of service who become disabled and cannot engage in gainful
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Gorham-MacBane Public Library
(A Joint Venture)
Notes to Financial Statements

Note 3 — Pension Plan- continued

employment. There is no service requirement for disability that is the result of an
accident or injury occurring while the member was in the performance of duty.
Members joining the system after July 1, 1979 become vested after five years of service
and members joining prior to July 1, 1979 were vested after four years of service.
Benefit provisions are established in state statute found in Title 8, Chapter 34-37 of the
Tennessee Code Annotated (TCA). State statutes are amended by the Tennessee
General Assembly. Political subdivisions such as Gorham-MacBane Public Library
participates in the TCRS as individual entities and is liable for all costs associated with
the operation and administration of their plan. Benefit improvements are not applicable
to political subdivisions unless approved by the chief governing body.

The TCRS issues a publicly available financial report that includes financial statements
and required supplementary information for the PSPP. That report may be obtained by
writing to the Tennessee Treasury Department, Consolidated Retirement System, 15th
Floor Andrew Jackson Building, Nashville, Tennessee 37243-0230 or at
www.tn.gov/treasury/tcrs/PS/

Funding Policy
Gorham-MacBane Public Library requires employees to contribute 5.0% of earnable
compensation.

Gorham-MacBane Public Library is required to contribute at an actuarially determined
rate; the rate for the fiscal year ending June 30, 2014 was 10.03% of annual covered
payroll. The contribution requirement of plan members is set by state statute. The
contribution requirement for Gorham-MacBane Public Library is established and may be
amended by the TCRS Board of Trustees.

Annual Pension Cost

For the year ending June 30, 2014, Gorham-MacBane Public Library’s annual pension
cost of $12,368 to TCRS was equal to Gorham-MacBane’s Public Library’s required and
actual contributions. The required contribution was determined as part of the July 1,
2011 actuarial valuation using the frozen age actuarial cost method. Significant
actuarial assumptions used in the valuation include (a) rate of return on investment of
present and future assets of 7.5 percent a year compounded annually, (b) projected
3.0% annual rate of inflation (c) projected salary increases of 4.75% (graded) annual
rate (no explicit assumption is made regarding the portion attributable to the effects of
inflation on salaries), (d) projected 3.5 percent annual increase in the Social Security
wage base inflation, and (e) projected post retirement increases of 2.5 percent annually.
The actuarial value of assets was determined using techniques that smooth the effect of
short-term volatility in the market value of total investments over a ten-year period.
Gorham-MacBane Public Library’s unfunded actuarial accrued liability is being
amortized as a level dollar amount on a closed basis. The remaining amortization
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Gorham-MacBane Public Library
(A Joint Venture)
Notes to Financial Statements

Note 3 — Pension Plan - continued
period at July 1, 2011 was 18 years. An actuarial valuation was performed as of July 1,
2011, which established contribution rates effective July 1, 2012

Trend Information

Fiscal Year Annual Pension Cost Percent of APC Net Pension
Ending (APC) Contributed Obligation
June 30, 2014 $ 12,368 100.00% $0.00
June 30, 2013 $ 8,147 100.00% $0.00
June 30, 2012 $ 7,623 100.00% $0.00

Funded Status and Funding Progress

As of July 1, 2013, the most recent actuarial valuation date, the plan was 80.23 percent
funded, the actuarial accrued liability for benefits was $0.32 million, and the actuarial
value of assets was $0.26 million, resulting in an unfunded actuarial accrued liability
(UAAL) of $0.06 million. The covered payroll (annual payroll of active employees
covered by the plan) $0.06 million, and the ratio of the UAAL to the covered payroll was
102.11 percent.

The schedules of funding progress, presented as requires supplementary information
(RSI) following the notes to the financial statements, present multiyear trend information
about whether the actuarial values of plan assets are increasing or decreasing over time
relative to the AALSs for benefits.

Note 4 — Nonspendable Fund Balance/Nonexpendable Net Position

Nonspendable fund balance/nonexpendable net position consists of a $20,000
endowment held in trust and invested in a certificate of deposit. The certificate of
deposit earns interest at rates commensurate with prevailing market rates for one-year
certificates and renews annually. The market value of this instrument is not materially
different from its carrying value presented in the financial statements. The library is
allowed to use the earnings only, not the corpus, for general budget purposes. The
certificate of deposit is insured by the FDIC. This amount is also reported as restricted
cash.

Note 5 — Restricted Fund Balance/Net Position

Restricted fund balance/net position consists of $81,124 held in Edward Jones for
donations restricted by donors for the library expansion. The market value of this
account is not materially different from its carrying value presented in the financial
statements. The library is allowed to use the donations only for the building expansion.
The account is insured by the SPIC. This amount is also reported as restricted cash.

Page 14




Gorham-MacBane Public Library
(A Joint Venture)
Notes to Financial Statements

Note 6 — Capital Assets
Changes in capital assets for the year are as follows:

Capital Assets, not depreciated Capital Assets, depreciated
Books and Furniture
Construction Building and Audio and
Cost Land in Process Improvements Visual Equipment Totals
6/30/2013 $ 60,000 §$ 185,638 $ 164,279 $ 1,377,452 $ 276,240 $ 2,063,609
Additions - 60,284 - 45,945 4,405 110,634
Retirements/Adjustments - (9,000) - - (9,000)
6/30/2014 60,000 236,922 164,279 1,423,397 280,645 2,165,243
Accumulated Depreciation
6/30/2013 - - 164,279 1,099,350 205,682 1,469,311
Additions - - - 55,308 11,344 66,652
Retirements - - - - - -
6/30/2014 - - 164,279 1,154,658 217,026 1,535,963
Net Capital Assets $ 60,000 § 236,922 $ - $ 268739 § 63619 § 629,280

Depreciation expense of $66,652 was charged to the library services governmental
activity.

Note 7 — Leases

Gorham MacBane Public Library participated in operating leases for books and audio
books in the current fiscal year. The lease agreements are one-year agreements. The
amount paid for the year ending June 30, 2014 was $5,000.

Note 8 — State Appropriation

The Library receives support from the Red River Regional Library Center annually
based on the funding the Center receives from the State of Tennessee and the service
area population of Robertson County in relation to other counties serviced by Warioto.
For the fiscal year ended June 30, 2014, Gorham-MacBane Public Library received
funding of $16,715 from the Warioto Regional Center. Gorham-MacBane does not
receive this support in the form of cash payments. The Center uses these funds to
purchase books and audio visual materials on behalf of the library.

Note 9 — 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; natural disasters and workers’
compensation claims for which the library carries commercial insurance. Settlements
have not exceeded insurance coverage for any claims in the prior three fiscal years.

Note 10 — Concentrations/Related Party Transactions

Gorham-MacBane Public Library has historically received approximately 90% of its
funding from Robertson County and the City of Springfield.
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Gorham-MacBane Public Library
(A Joint Venture)
Notes to Financial Statements

Note 11 — Agency Fund
On June 3, 2014 an agency fund was established by the City of Springfield to

administer the transactions for the building of a new library expansion.

Contributions for this expansion are deposited into the agency fund, and construction
invoices and retainage payments are paid from this fund. Other small miscellaneous
invoices relating to architect and engineering fees are paid from a restricted fund
maintained by the Library itself and are reported as construction in progress in the
financial statements.

The activity in the agency fund will not be reported on the Library’s financial statements
until the expansion project is complete.

A summary of the agency fund transactions is as follows:

Date Donor Amount
6/3/2014 Contribution - Robertson County Community Foundation $ 448,913
6/11/2014 Contribution - City of Springfield 1,000,000
6/20/2014 Contribution - Friends of Gorham-MacBane Public Library 1,000,000
6/23/2014 Contribution - Robertson County Community Foundation 1,000,000
6/30/2014 Bank Interest 280
6/30/2014 Balance $ 3,449,193

Note 12 — Reconciliation of Governmental Fund Balance Sheet to Statement of

Net Position
Amounts reported for governmental activities in the statement of net position are

different because:
Total Fund Balance - Governmental Fund $ 173,480

Capital assets, net of related accumulated
depreciaiton, used in governmental activites are

) ) 629,280
not financial resources and, therefore, are not

reported in the funds

Total Net Position $ 802,760
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Gorham-MacBane Public Library
(A Joint Venture)
Notes to Financial Statements

Note 13 — Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balances to the Statement of Activities

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

Change in Fund Balance - Governmental Fund $ (38,152)

Governmental funds report capital outlays as expenditures.

However, in the statement of activities the cost of those assets are

allocated over their useful lives and reported as depreciation 34,982
expense. This is the amount by which capital outlays exceeded
depreciation expense in the current period.

Change in Net Position $ (3,170

Note 14 — Subsequent Events

Management has evaluated events from June 30, 2014 through March 11, 2015, the
date at which these financial statements were available to be issued, for events that
impact these financial statements. No events have been identified.

END OF NOTES
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Gorham-MacBane Public Library
(A Joint Venture)
Budgetary Comparison Schedule - General Fund
For the Year Ended June 30, 2014

Actual Variance
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
Revenues
Robertson County $ 174,09 $ 174,096 $ 174,096 $ -
City of Springfield 168,576 168,576 168,426 (150)
Regional Funding 16,600 16,600 16,715 115
Fines 13,200 13,200 15,265 2,065
State Technology Grant 3,200 3,200 2,966 (234)
Non-Government Grants - - 1,500 1,500
Memorials 480 480 1,908 1,428
Donations 600 600 1,344 744
Interest 288 288 60 (228)
Miscellaneous Income 6,630 6,630 12,857 6,227
Total Revenues 383,670 383,670 395,137 11,467
Expenses
Operating Expenses:
Salaries & Related ltems 236,820 236,820 223,162 13,658
Utilities 15,000 15,000 17,448 (2,448)
Telephone 6,120 6,120 5,365 755
Maintenance & Repair 14,400 14,400 25,324 (10,924)
Supplies 15,480 15,480 13,243 2,237
Postage and Mailing Service 2,000 2,000 1,097 903
Insurance 3,720 3,720 6,150 (2,430)
Recorded Books Lease - - 5,000 (5,000)
Periodicals 3,600 3,600 1,943 1,657
Advertising 600 600 642 (42)
Professional Services 13,400 13,400 10,670 2,730
Staff Development 240 240 207 33
Other Expenses 10,890 10,890 4,301 6,589
Software 2,400 2,400 2,071 329
Capital Outlay:
Books 40,000 40,000 35,267 4,733
Audio-Visual Materials 9,000 9,000 10,884 (1,884)
Capital Outlay 9,000 9,000 70,515 (61,515)
Total program expenses 382,670 382,670 433,289 (50,619)
Net Change in Fund Balance 1,000 1,000 (38,152) $ (39,152)
Fund Balance at beginning of year 211,632 211,632 211,632
Fund Balance at end of year $ 212632 § 212,632 $ 173,480
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Schedule of Funding Progress for Gorham-MacBane Library

(Dollar amounts in thousands)

Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage of

Actuarial Value of Liability AAL Funded Covered Covered
Valuation Assets (AAL) (UAAL) Ratio Payroll Payroll

Date (a) (b) (b) - (a) (a/b) (c) ((b— a)/c)
July 1, 2013 $259 $322 $64 80.23% $62 102.11%
July 1, 2011 $245 $313 $68 78.37% $95 71.56%
July 1, 2009 $207 $278 $71 74.47% $90 79.23%
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Gillette, Henderson ¢ Co., PLLC

CERTIFIED PUBLIC ACCOUNTANTS

John R. Gillette, CPA 4811 Lebanon Road, Suite 208
Don R. Henderson, CPA Hermitage, TN 37076
Lisa E. McIntosh, CPA (615) 889-1153

Fax (615) 883-2929

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Gorham-MacBane Public Library
Springfield, Tennessee

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, the discretely presented component unit, and the
major fund of Gorham-MacBane Public Library (the Library), as of and for the year ended June
30, 2014, and the related notes to the financial statements, which collectively comprise the
Library’s basic financial statements and have issued our report thereon dated March 11, 2015.
Our report included a qualified opinion on the statement of net assets and the statement of
activities due to scope limitations.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Gorham
MacBane Public Library’s internal control over financial reporting (internal control) to determine
the audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Library’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Library’s internal control.

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
material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as described in the
accompanying schedule of findings and responses, we identified certain deficiencies in internal
control that we consider to be material weaknesses and significant deficiencies.

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. We consider the deficiencies described in the
accompanying schedule of findings and responses to be a material weaknesses: 2014-001 and
2014-002.

Wemben: American Tustizute of Certificd Public ccountants and Te Society of Centificd Public Accountants
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Library’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards and which are described in the accompanying schedule of findings and responses as
item 2014-002.

Management’s Response to Findings

Gorham MacBane Public Library’s response to the findings identified in our audit is described in
the accompanying schedule of findings and responses. The Library’s response was not
subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’'s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Qﬁﬂbm, blnctwm g Co, ;‘?‘L 1L

Gillette, Henderson & Co., PLLC
Hermitage, TN
March 11, 2015
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Gorham-MacBane Public Library
Schedule of Finding and Responses
June 30, 2014

Finding 2014-001 — Capital Asset Records (repeat finding)

Statement of Condition

The capital asset records, especially those related to library books, do not provide a
reliable audit trail to substantiate their value.

Criteria
Capital asset records should be periodically evaluated and reconciled in order to
safeguard and provide values of capital assets.

Effect of Condition
A lack of verified capital asset records increases the potential for theft and attrition

losses to go undetected.

Recommendation
Management should further their efforts to attach a valuation to books in the circulation

system.

Management Response
We intend to resolve the remainder of this issue in the 2014-15 fiscal year.

Finding 2014-002 - Line Items over Budget
Statement of Condition
Many line items are over budget by a material amount.

Criteria

In order to make accurate sound financial decisions, it is important that management
and the board of directors rely on an accurate and current budget. Additionally, a legally
adopted budget with line-item legal control must be amended when line items are over

budget for the Library to remain in compliance.

Effect of Condition
When management and the board of directors do not have an accurate and current
budget, it leaves the Library’s assets at risk of misappropriation without detection.

Recommendation

We recommend that the board review the budget and budget to actual information in
detail at each board meeting to discuss line items that appear over budget. If
questioned expenditures appear appropriate, the budget should be properly amended.

Management Response
The board will review budget to actual information each month and make appropriate

amendments as needed.
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Gorham-MacBane Public Library

Schedule of Prior Audit Findings

June 30, 2014

Financial Statement Findings

Finding Number | Finding Title Status
20131 None (Related to Capital Asset Records) Repeated
2013-2 None (Related to Cash Reconciliations) Corrected
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