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Independent Auditor's Report

Board of Directors
Woodlands Library Cooperative
Albion, Michigan 49224

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of Woodlands Library Cooperative,
as of and for the years ended September 30, 2016 and 2015, and the related notes to the financial statements, which
collectively comprise the Cooperative’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 fimancial 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
fmancial 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.



Board of Directors
Woodlands Library Cooperative

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the business-type activities of Woodlands Library Cooperative as of September 30, 2016 and 2015, and the
respective changes in financial position, and, where applicable, cash flows thercof for the years then ended in conformity
with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis on pages 5 through 7 be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Woodlands Library Cooperative’s basic financial statements. The schedules listed in the table of contents are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The schedules of general and administrative expenses are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the schedules of
general and administrative expenses are fairly stated in all material respects in relation to the financial statements as a
whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 9, 2016, on our
consideration of the Woodlands Library Cooperative’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is 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 Woodlands Iibrary
Cooperative’s mternal control over financial reporting and compliance.
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November 9, 2016
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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

Board of Directors
Woodlands Library Cooperative
Albion, Michigan 49224

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 business-type activities of Woodlands Library
Cooperative, as of and for the years ended September 30, 2016 and 2015, and the related notes to the financial
statements, which collectively comprise the Woodlands Library Cooperative’s basic financial statements, and have
issued our report thereon dated November 9, 2016 .

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Woodlands Library Cooperative’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 Woodlands Library Cooperative’s internal control. Accordingly, we do
not express an opinion on the effectiveness of Woodlands Library Cooperative’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstaterments on a tiinely 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. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or, significant
deficiencies, Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identifted.
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Compliance and Other Matters

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

We noted certain matters that we reported to management of Woodlands Library Cooperative in a separate letter dated
November 9, 2016.

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 and 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. _ /
w;% g &wﬁ@w
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WOODLANDS LIBRARY COOPERATIVE

Management’s Discussion and Analysis
Year Ended September 30, 2016

Using this Annual Report

This annual report consists of the fndependent Auditor’s Reports, the Management’s Discussion and
Analysis (this section), the basic financial statements, and other supplemental information. The basic
financial statements also include notes that explain some of the information in the financial statements
and provide more detailed data. The statements are followed by a section of other supplemental
information that further explains and supports the information in the financial statements.

Required Financial Statements

The Cooperative’s financial statements report information using accounting methods similar to those used
by private sector companies. These statements offer short-term and long-term financial information about
their activities. The statement of Net Position mcludes all of the Cooperative’s assets and liabilities. This
statement provides information about the nature of the assets and the obligations of the Cooperative. In
addition, this statement provides the basis for evaluating the capital structure of the Cooperative and
assessing the liquidity and financial flexibility of the Cooperative.

All of the revenues and expenses for the current year are accounted for in the Statement of Revenues,
Expenses, and Changes in Net Position. This statement measures how well the Cooperative covered the
costs for services during the past year. The final required financial statement is the Statement of Cash
Flows. This statement reports cash receipts, cash payments, and net changes in cash resulting from
operations, investing, and financing activities and provides answers to the origins of income, the uses, and
the changes in the cash balance during the reporting period.

Condensed Financial Information
Table I below compares key financial information of the Cooperative’s Statement of Net Position.

Table I:
Condensed Statement of Net Position
September 30,
(in thousands)
2016 2015 2014

Total Current Assets $1,153.0 $1,065.4 $999.9
Net Capital Assets 2.0 2.6 1.0
Total Asscts 1,155.0 1,068.0 1,000.9
Total Current Liabilities 13.3 11.3 7.6
Net Investment in Capital Assets 2.0 2.6 1.0
Unrestricted Assets 1,139.7 1,054.1 992.3
Total Net Position $1,141.7 $1,056.7 $993.3




WOODLANDS LIBRARY COOPERATIVE

Management’s Discussion and Analysis
Year Ended September 30, 2016

Condensed Financial Information (Concluded)
The Cooperative’s net position increased by $85,004 this year compared to an increase of $63,409 in the
prior year due to increases in revenues for state aid, overdrive, and other.

The Legislature approved $0.3270 per capita in 2015-2016 vs. $0.2944 in 2014-2015. Direct and indirect
state aid accounts for 90% of Cooperative’s operating income.

Woodlands Downloadable Library (contractual with OverDrive) was formed in 2010 and now has 47 of
the 50 member libraries in the group. The cooperative’s eResources committee has opted to continue
contracting with OverDrive for the service. The cooperative’s Ancestry.com group formed in 2015
{contract with ProQuest) increased from 1| members to 23 member libraries subscribing to the service.

Table I below compares key financial information of the Cooperative’s Statement of Revenues,
Expenses, and Changes in Net Position.

Table II:

Changes in Net Position
Year Ended September 30,

(in thousands)
2016 2015 2014
Operating Revenues $614.7 $548.5 $554.0
Operating Expenses 532.1 486.9 395.9
Operating Income 82.7 61.6 158.1
Net Non-operating Revenues 2.3 1.8 2.0
Changes in Net P osition 85.0 63.4 160.1
Beginning Net Position. 1,056.7 993.3 833.2
Ending Net Position $1,141.7 $1,056.7 $993.3

The Cooperative operates with one fund, an enterprise fund, on a full accrual basis of accounting similar
to private sector companies. The Cooperative’s primary source of revenue is from direct and indirect
state aid. Direct state aid accounts for 45%, and indirect state aid paid by member libraries accounts for

45%. OverDrive, associate memberships, continuing education, and interest account for the remaining
10%.




WOODLANDS LIBRARY COOPERATIVE

Management’s Discussion and Analysis
Yeqr Ended September 30, 2016

Capital Assets and Debt Administration
The Cooperative did not purchase any new capital assets this year. The depreciation expense for the year
was $592.

The Cooperative does not have any debt obligations.

Budgetary Highlights

The governing board amended the budget four times in 2015-2016 to take into account the events that
occurred throughout the year. Budgeted expenses were $552,422 for 2016 and $553,595 for 2015,
respectively.

Economic Factors and Next Year’s Budgetary Highlights

State aid revenue for 2016-2017 is based on $0.32479 per capita, which is still below the $0.50 cap
approved in 1977. The proposed budget for 2016-2017 includes a contingency of $57,720. These funds
will be used to provide grants and continuing education opportunities for the Cooperative's libraries.

Member libraries with Renaissance Zones or a debt millage have seen some reimbursements for lost
revenues due to the personal property tax repeal passed by the state's voters in August 2015; most
libraries do not have the zones nor a debt millage and have yet to see reimbursement for lost revenue.

The roads proposal was rejected by the state's voters in May 2016. This means that the Michigan
legislature is actively seeking alternative ways to fund road repairs. Penal fines are always at risk when
these discussions happen. Many of our member libraries rely heavily upon their penal fines for daily
library operations.

Contacting the Cooperative’s Financial Management

This financial report is designed to provide the Cooperative’s citizens, taxpayers, customers, and creditors
with a general overview of the Cooperative’s finances. If you have any questions about this report or
need additional financial information, contact the Woodlands Library Cooperative, 415 South Superior,
Suite A, Albion, MI 49224-2135,



WOODLANDS LIBRARY COOPERATIVE

Statements of Net Position
September 30, 2016 and 2015

2016 2013
Assets
Current Assets:
Cash $619,064 §517.401
Investments 361,579 361,641
Accounts receivable 2,681 14,146
Interest receivable 1,038 926
Prepaid expenses 168,636 171,240
Total Current Assets 1,153,018 1,065,354
Capital Assets;
Office equipment 1,873 3,357
Furniture and fixtures 1,918 4,848
Other equipment 17.844 21,347
21,635 31,732
Less: Allowance for depreciation 19,663 29,188
Total Capital Assets 1,972 2,564
Total Assets 1,154,990 1,067,918
Liabilities
Current Liabilities:
Accounts payable 0 2,318
Accrued vacation 13,314 8,928
Total Liabilities 13,314 11,246
Net Position
Net investment in capital assets 1,972 2,564
Unrestricted 1,139,704 1,054,108
Total Net Position $1,141,676 $1,056,672

See accompanying notes to the basic financial statcments.



WOODLANDS LIBRARY COOPERATIVE

Statements of Revenues, Expenses, and Changes in Net Position

For the Years Ended September 30, 2016 and 2015

Operating Revenunes
State aid to cooperative
State aid from members
OverDrive
Other

Tatal Operating Revenues

Operating Expenses
Programs:
Delivery
Automation
OverDrive
Library grants
Traming

General and administrative

Total Operating Expenses
Net Operating Income (Loss)

Nonoperating Revenues (Expenses)
Interest

Change in Net Position
Net Position - Beginning of Year

Net Position - End of Year

See accompanying notes to the basic financial statements.

2016 2015
$279.473 $251,737
275,556 248,141
53,061 48,035
6,653 580
614,743 548 493
206,736 196,419
13,500 13,500
68,105 63,367
50,000 49,000
3,814 5,937
342,155 328,223
189,912 158,723
532,067 486,946
82,676 61,547
2,328 1,862
85,004 63,409
1,056,672 993,263
$1,141,676 $1,056,672




WOODLANDS LIBRARY COOPERATIVE

Statements of Cash Flows
For the Years Ended September 30, 2016 and 2015

2016 2015

Cash Flows from Operating Activities:

Receipts from state and members $626,208 $546,355

Payments to suppliers (423248) (420,747)

Payments to employees (101,555) (89,003)
Net Cash Provided (Used) by Operating Activities 99,405 36,605
Cash Flows from Investing Activities;

Acquisition of capital assets 0 (1,965)

(Purchase) Redemptions in investments 62 (447

Interest 2,196 1,634

2,258 (778)

Net Increase (Decrease) in Cash and Cash Equivalents 101,663 35,827
Cash and Cash Equivalents - Beginning of Year 517,401 481,574
Cash and Cash Equivalents - End of Year $619,064 $517.401

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities

Operating Income (Loss) $82,676 $61,547
Adjustments to reconcile operating income (loss) to

net cash provided by operating activities:

Depreciation 592 377

Changes in assets and liabilities:

(Increase) Decrease in assets:

Accounts receivable 11,465 (2,138)
Prepaid expenses 2,604 (26,784)
Inecrease (Decrease) in liabilities:
Accounts payable (2,318) 2,318
Accrued vacation 4,386 1,285
Total Adjustments 16,137 (25,319)
Total cash provided by operating activities $99,405 $36,605

There were no noncash investing and financing transactions
for the years ending September 30, 2016 and 2015.

See accompanying notes to the basic financial statements,

10



WOODLANDS LIBRARY COOPERATIVE

Notes to Financial Statemenis
Years Ended September 36, 2016 and 2015

The financial statements of the Cooperative include all accounts controlled by or dependent on the
Cooperative board. The purpose of Woodlands Library Cooperative is to: (1) extend and improve access
to library services and materials for each child, youth, and adult of the Cooperative region appropriate to
his or her informational and recreational needs; (2) improve and strengthen resources and services of
member libraries; (3) encourage continued growth and development of library services to the citizens of
the State of Michigan.

The establishment of the Cooperative is based on Public Act 89 of 1977,

Note 1 Purpose
Note 2 Authority
Note 3

Summary of Sienificant Accounting Policies

The accounting policies of the Cooperative conform to accounting principles generally accepted in the
United States of America applicable to governments. The financial activities of the Cooperative are
recorded within one fund, categorized and described as an enterprise fund. This enterprise fund reports
operations that provide services which are financed primarily by direct and indirect state aid.

Significant accounting policies followed by Woodlands Library Cooperative are described below to
enhance the usefulness of the financial statements to the reader:

a) Basis of Accounting
The Cooperative's financial statements are prepared on the accrual basis of accounting; consequently,
revenues are recognized when they are earned and expenses are recognized when they are incurred.
Operating revenues are charges for all exchange transactions for services which include direct state
aid and indirect state aid. Operating expenses are all the costs necessary to provide services and
conduct programs. General and administrative costs are also operating expenses. Nonoperating
revenues represent revenue sources that are primarily non-exchange in nature such as interest.

When both restricted and unrestricted resources are available for use, it is the government’s policy to
use restricted resources first, then unrestricted resources as they are needed.

b) Capital Assets
Items capitalized are valued at cost and depreciated by the straight-line method over the estimated

useful lives of the assets. The Cooperative maintains a capitalization threshold of one thousand
dollars.

Depreciation expense was $592 for 2015-2016 and $377 for 2015-2016. The following estimated

lives were used to determine the depreciation expense for the periods ending September 30, 2016 and
2015:

Office Equipment 5 years
Furniture 10 years
Other Equipment 3-5 years

¢) Cash and Cash Equivalents
For purposes of the Statement of Cash Flows, Woodlands Library Cooperative has defined cash and
cash equivalents to include cash on hand, demand deposits, and short-term investments with a
maturity of three months or less when acquired. Deposits are carried at cost.

11



WOODLANDS LIBRARY COOPERATIVE

Notes to Financial Statements
Years Ended September 30, 2016 and 2015

The Cooperative’s management evaluated subsequent events from September 30, 2016 through
November 9, 2016 the date the financial statements were available to be issued.

Note 3 Summary of Significant Accounting Policies (Concluded)
d) Investments
Investments are stated at fair value.
€) Subsequent Events
Note 4 Deposits With Financial Institutions

Statutes authorize Woodlands Library Cooperative to invest in obligations of the U.S. Treasury, agencies,
and instrumentalities; commercial paper within the three highest rate classifications by at least two rating
services; banket's acceptances of U.S. bank repurchase agreeinents; savings accounts and certificates of
deposit with banks and savings and loan associations, or credit unions which are insured with the
applicable federal agency.

Public Act 367 of 1982 (know as the Surplus Funds Investment Pool Act) enables municipalities to mvest
surplus operating funds in investment pools managed by qualified financial institutions. At September
30, 2016, Woodlands Library Cooperative had invested in such a fund with a local bank. The
Cooperative is able to retrieve these funds without restriction and, accordingly, this amount is considered
to be available cash. The local bank invests these funds in a variety of instruments including bonds and
direct obligations of the United States, certificates of deposit, commercial paper rated within the three
highest classifications by not less than two standard rating services, United States government or federal
agency obligation repurchase agreements and bankers acceptances of the United States banks.

The Cooperative believes that, due to the dollar amounts of cash deposits and the limits of FDIC
insurance, and since State of Michigan legislation does not require that all deposits be collateralized, it is
impractical to insure all bank deposits. As a result, the Cooperative evaluates each financial institution
with which it deposits Cooperative funds and assesses the level of risk at each institution; only those
institutions with an acceptable estimated risk level are used as depositories.

The Board of Directors has adopted an investment policy authorizing certain types of investments and
authorized the depositories: PNC Bank, Homestead Savings Bank, First Merit Bank, and Chemical Bank.

Interest rate risk. The Cooperative’s investinent policy does not limit investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates.

Credit risk. The Cooperative will minimize credit risk, which is the risk of loss due to the failure of the
security issuer or backer, by limiting investments to the types of securities listed in the Cooperative’s

investment policy.

Concentration of credit risk. The Cooperative does not place any limits on the amount the Cooperative
may deposit or invest in any one issuer.

12



WOODLANDS LIBRARY COOPERATIVE

Notes fo Financial Statements
Years Ended September 30, 2016 and 2013

Note 4

Deposits With Financial Institutions (Concluded)

Note 5

Custodial credit visk. Custodial credit risk for deposits is the risk that in the event of a bank failure, the
Cooperative’s deposits may not be returned or the Cooperative will not be able to recover the collateral
securities in the possession of an outside party. The Cooperative has $1,007,923 and $890,729 for 2016
and 2015 respectively invested in checking accounts, money markets, and certificates of deposit. The
Cooperative’s deposits are insured by the FDIC in the amount of $731,356 and $730,002 for 2016 and
2015, respectively, with uninsured deposits of $276,567 and $160,727 for 2016 and 2015, respectively.
The Cooperative Board approves and designates a list of authorized depository institutions. The
Cooperative’s investment policy does not address deposit risk.

Foreign currency risk. The Cooperative is not authorized to invest in investments which have this type of
risk.

Investments

The Cooperative determines fair values by applying the following guidelines. If available, the
Cooperative uses market prices in active markets for identical assets and classifies these assets as Level 1.
When the market prices for similar financial instruments in an active market are not available, the
Cooperative estimates fair value based on pricing models using matrix pricing and classifies these assets
as Level 2. In sitnations where there is little or no market activity for same or similar financial
instruments, the Cooperative estimates fair value using its own assumptions about future cash flows and
appropriate risk-adjusted discount rates and classifies these assets as Level 3. As of September 30, 2016
and 2015, the Cooperative’s investment holdings were all Level | assets. The Cooperative did not have
any Level 2 or Level 3 assets during the reported years.

Level 1 investment holdings as of September 30, 2016 and 20135, are as follows:

2016 2015
Fair Fair
Cost Value Cost - Value
Certificates of Deposit $361,579 $361,579 $361,641 $361,641

13



WOODLANDS LIBRARY COOPERATIVE

Notes to Financial Statements
Years Ended September 30, 2016 and 2015

Note 6 Capital Assets
Capital asset activity for the year ended September 30, 2016 was as follows:
Balance at Balance at
October 1, 2015 Additions Retirements September 30, 2016
Capital assets being depreciated:
Office equipment $5,557 $0 $3.684 $1,873
Furniture and fixtures 4,848 0 2,930 1,918
Other equipment 21,347 0 3,503 17,844
Totals at historical cost 31,752 0 10,117 21,635
Less accumulated depreciation:
Office equipment (4,860) (199) (3.684) (1,375)
Furniture and fixtures (4.848) 0 (2,930) (1,918)
Other equipment (19.480) (393) (3,503) (16,370)
Total accumulated depreciation (29,188) (592) (10,117) (19.663)
Net capital assets $2,564 ($592) $0 $1,972
Note 7 State Aid to Cooperative
The State granted aid directly to library cooperatives based on a rate per capita of $0.3270 for 2015-2016
and $0.2944 for 2014-2015.
Note 8 State Aid from Members
The State granted aid to public libraries is used to purchase services which are provided by the
cooperative. The rate per capita of $0.3270 for 2015-2016 and $0.2944 for 2014-2015 was based on the
"qualified” populations in the service areas of the public libraries.
Note 9 Expenses

The Cooperative incurred the following expenses to member libraries during the fiscal years ended

September 30, 2016 and 2015 for contracted services and projects:

2016
Payee Amount

Monroe County Library System $53,314
Lenawee District Library 10,854
Van Buren District Library 13,025
Branch District Library 10,854
Midwest Collaborative for Library Services 111,219
Jackson District Library 26,050

$225,316

14

2015
Amount
$53,758
10,993
13,192
10,993
99,678
26,384

$214,998



WOODLANDS LIBRARY COOPERATIVE

Notes to Financial Statements
Years Ended September 30, 2016 and 2015

Note 10

Compensated Absences

Note 11

Woodlands Library Cooperative does accrue vacation pay for its employees as of the year end. The
amount of unused vacation pay was $13,314 and $8,928 as of September 30, 2016 and 2015, respectively.

Pension Plan

The Cooperative provides a defined contribution pension benefit plan for employees who are at least 21
years old and have completed one year of service. The plan is through Ameriprise Financial and was
effective October 1, 1994. The Cooperative contributes 10% of the employee’s wages to the plan and
they are 100% vested immediately. Employees are not required to contribute to the plan. The costs for
the fiscal years ending September 30, 2016 and 2015, were $10,192 and $9,063, respectively. For the
fiscal year ending September 30, 2016, the covered payroll was $101,920 out of a total payroll of
$112,185. For the fiscal year ending September 30, 2015, the covered payroll was $90,630 out of a total
payroll of $99,310. As of August 30, 2015, the defined contribution pension benefit plan was closed and
rolled into a SEP IRA plan. The Cooperative will contribute 10% of the employee's wage to individual
SEP IRA plans.

15



WOODLANDS LIBRARY COOPERATIVE

Schedules of General and Administrative Expenses
September 30, 2016 and 2015

Salaries

Board members
Payroll taxes
Employee benefits
Pension

Workers' compensation
Postage

Office supplies
Office internet
Periodicals
Coniracted services
Professional services
Memberships
Telephone

Travel

General insurance
Repair and maintenance
Office rent

Bank charges
Printing

Other

Depreciation

16

2016 2015
$101,555 $89,003
1,914 2,298
8,582 7,597
16,940 13,191
10,192 9,063
263 233
817 484
374 540
600 166
90 80
5,080 5,080
5,130 5,020
22,503 7,000
2,020 1,249
6,908 5,135
1,127 1,384
2,732 1,524
1,430 8,580
619 719
104 0
340 0
592 377
$189.912 $158,723
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Board of Directors
Woodlands Cooperative Library
Calhoun County, Michigan

In planning and performing our audit of the financial statements of Woodlands Library Cooperative as of and for the
year ended September 30, 2016, in accordance with auditing standards generally accepted in the United States of
America, we considered the Cooperative’s internal control over financial reporting (internal control) as a basis for
designing our auditing 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 Cooperative’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Cooperative’s internal control.

Our consideration of mternal control was for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal controt that might be material weaknesses or significant deficiencies
and, therefore, material weaknesses or significant deficiencies may exist that were not identified. However, as
discussed below, we identified the following deficiency in internal control that we consider to be a significant
deficiency.

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 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 did not identify any deficiencies in internal control
that we consider to be material weaknesses.

A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance. We consider the
following deficiency in the Cooperative’s internal control to be a significant deficiency:

Financial Statements

As is common with simaller and medium sized entities, the Cooperative has historically relied on their independent
auditors to assist in the preparation of the financial statements and footnotes. As a compensating control, the
Cooperative carefully reviews the draft of the financial statements and notes prior to approving.-and accepting
responsibility for their content and presentation.

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

Very truly yours,

o el DW%M

NovembeY 9, 2016
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November 9, 2016

Board of Directors
Woodlands Library Cooperative
Albion, Michigan 49224

We have audited the financial statements of the business-type activities of Woodlands Library Cooperative for the
years ended September 30, 2016 and 2015, Professional standards require that we provide you with information
about our responsibilities under generally accepted auditing standards (and if applicable, Government Auditing
Standards and Uniform Guidance), as well as certain information related to the planned scope and timing of our audit.
We have communicated such information in our letter to you dated October 20, 2016. Professional standards also
require that we communicate to you the following information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by Woodlands Library Cooperative are described m Note 3 to the financial statements. No new
accounting policies were adopted and the application of existing policies was not changed during 2016. We noted no
transactions entered into by the governmental unit during the year for which there is a lack of authoritative guidance
or consensus. All significant transactions have been recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events. Certain
accounting estimates are particularly sensitive because of their significance to the financial statements and because of
the possibility that future events affecting them may differ significantly form those expected. The most sensitive
estimate affecting the financial statements was:

Management’s estimate of the useful lives of depreciable capital assets based on the length of time
those assets will provide economic benefit in the future.

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

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



Board of Directors
Woodlands Library Cooperative
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Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other
than those that are clearly trivial, and communicate them to the appropriate level of management. Management has
corrected all such misstatements. In addition, none of the misstatements detected as a result of audit procedures and
corrected by management were material, either individually or in the aggregate, to the financial statements taken as a
whole.

Disagreements with Management

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

Management Representations

We have requested certain representations from management that are included in the management representation letter
dated November 9, 2016.

Management Consultations with Other Independent Accountants

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

Other Audit Findings or Issues

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

Other Matters

We applied certain limited procedures to the other supplemental information accompanying the basic financial
statements. Our procedures consisted of inquiries of management regarding the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We did not audit the
other supplementary information and do not express an opinion or provide any assurance on the other supplemental
information.

This information is intended solely for the information and use of the Board of Directors, Library of Michigan and
management of Woodlands Library Cooperative and is not intended to be and should not be used by anyone other
than these specified parties.

Very truly yours,

ity




