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REPORT ON MATTERS IDENTIFIED AS A RESULT OF 
THE AUDIT OF THE FINANCIAL STATEMENTS 

 
 
Library Board and Management 
Great River Regional Library 
St. Cloud, Minnesota 
 
 
In planning and performing our audit of the financial statements of Great River Regional Library, St. Cloud, 
Minnesota, as of and for the year ended December 31, 2013, in accordance with auditing standards generally 
accepted in the United States of America, we considered the Library’s internal control over financial 
reporting (internal control) as a basis for designing our auditing procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose 
of expressing an opinion on the effectiveness of the Library’s internal control.  Accordingly, we do not 
express an opinion on the effectiveness of the Library’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding paragraph and 
was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that were 
not identified.  
 
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 Library’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.  The 
significant deficiencies identified are stated within this letter. 
 

During our audit, we also became aware of a matter other than significant deficiencies or material 
weaknesses that represents an opportunity for strengthening financial statement transparency.  It is described 
in the accompanying letter under Recommendation. 
 
The accompanying memorandum also includes financial analysis provided as a basis for discussion.  The 
matters discussed herein were considered by us during our audit and they do not modify the opinion 
expressed in our Independent Auditor’s Report dated April 29, 2014, on such statements. 

 
This communication is intended solely for the information and use of management, the Library Board and 
state oversight awarding and pass-through agencies and is not intended to be and should not be used by 
anyone other than these specified parties. 
 

 
KERN, DEWENTER, VIERE, LTD. 
St. Cloud, Minnesota 
April 29, 2014 
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GREAT RIVER REGIONAL LIBRARY 
 

SIGNIFICANT DEFICIENCIES 
December 31, 2013 

 
 
LACK OF SEGREGATION OF ACCOUNTING DUTIES 
 
During the year ended December 31, 2013, the Great River Regional Library (the “Library”) had a lack 
of segregation of accounting duties due to a limited number of office employees.  The lack of adequate 
segregation of accounting duties could adversely affect the Library’s ability to initiate, record, process 
and report financial data consistent with the assertions of management in the financial statements.   
 
Management and the Library Board are aware of the lack of segregation of accounting duties and have 
taken certain steps to compensate for the condition, but due to the small accounting staff needed to 
handle all of the accounting duties, the costs of obtaining desirable segregation of accounting duties can 
often exceed benefits which could be derived.  However, management and the Library Board must 
remain aware of this situation and should continually monitor the accounting system, including changes 
that occur. 
 
The lack of segregation of accounting duties can be demonstrated in the following areas, which is not 
intended to be all inclusive: 
 

 The Accounting Coordinator has full general ledger access, including the ability to write and 
post journal entries, and is also responsible for review of the financial activities of the Library. 

 The Accounting Specialist posts revenue receipts and automatic deposits into the transaction file 
and fund accounting software and can make deposits. 

 The Accounting Coordinator creates checks, has access to the signature stamps and also verifies 
the disbursements against the accounts payable ledger. 

 The Accounting Coordinator approves and processes payments to benefit vendors and posts the 
activity to the accounting software. 

 The Accounting Coordinator is responsible for creating and calculating all year end reports and 
accruals and is also responsible for revewing and approving the financial statements. 

 
Library’s Response: 
 
Management continually reviews internal controls to ensure accounting duties are segregated as well as 
they can be.  The Library has determined the costs of hiring additional staff for the purpose of further 
segregation of accounting duties exceeds the estimated benefits which could be derived.  Management 
will continue to monitor internal controls and implement necessary charges as applicable.  
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GREAT RIVER REGIONAL LIBRARY 
 

SIGNIFICANT DEFICIENCIES 
December 31, 2013 

 
 
PREPARATION OF FINANCIAL STATEMENTS AND RELATED NOTE DISCLOSURES 
 
As a function of the audit process, auditors are required to gain an understanding of the Library’s 
internal control, including the financial reporting process. 

 
The Library does not have an internal control system designed to provide for the preparation of the 
financial statements and related note disclosures in accordance with accounting principles generally 
accepted in the United States of America.  As auditors, we were requested to draft the financial 
statements and accompanying Notes to the Financial Statements.  This circumstance is not unusual in an 
organization of your size. 
 
This condition increases the risk that errors could occur which would not be prevented or detected and 
corrected in a timely manner.  Even though all management decisions related to financial reporting are 
made by the Library’s management and approval of the financial statements and accompanying note 
disclosures lies with management, it is the responsibility of management and those charged with 
governance to make the decision whether to accept the degree of risk associated with this condition 
because of cost or other considerations. 
 
Library’s Response: 
 
The Library accepts this risk at this time.
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GREAT RIVER REGIONAL LIBRARY 
 

RECOMMENDATION 
December 31, 2013 

 
 
CONSIDER IMPLICATIONS OF POST EMPLOYMENT BENEFITS 
 
Many government entities offer their employees Other Post Employment Benefits (OPEB) as part of a 
compensation package.  These benefits are part of an exchange of salaries and benefits for employee 
services rendered.  For example, employees may receive post employment health care benefits such as 
health insurance payments after retirement.   
 
GASB Statement No. 45 addresses these post employment benefit concerns.  This Statement improves 
the usefulness of financial reporting by requiring a method for measuring and recognizing the OPEB 
expense over the estimated years of service for each individual employee; in addition, it provides 
information on an estimated actuarial OPEB liability and whether or not the plan is properly funded. 
 
The Library provides an opportunity for health insurance benefits to qualifying retired employees.  Even 
though the Library does not pay for these benefits, those retirees are included in the Library’s plan.  This 
implicit benefit is considered OPEB.  With GASB Statement No. 45, the Library is required to recognize 
the costs of these benefits in the period in which the related services were received by the employer.   
 
We recommend the Library implement GASB Statement No. 45 for 2014 and have an actuarial analysis 
conducted of the Library’s OPEB liability.   
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GREAT RIVER REGIONAL LIBRARY 
 

REQUIRED COMMUNICATION 
December 31, 2013 

 
 
We have audited the financial statements of the Library for the year ended December 31, 2013, and have 
issued our report dated April 29, 2014.  Professional standards require that we provide you with the 
following information related to our audit. 
 
OUR RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN 

THE UNITED STATES OF AMERICA AND GOVERNMENT AUDITING STANDARDS 
 
As stated in our engagement letter, our responsibility, as described by professional standards, is to 
express an opinion about whether the financial statements prepared by management with your oversight 
are fairly presented, in all material respects, in conformity with accounting principles generally accepted 
in the United States of America.  Our audit of the financial statements does not relieve you or 
management of your responsibilities. 
 
As part of our audit, we considered the internal control of the Library.  Such considerations were solely 
for the purpose of determining our audit procedures and not to provide any assurance concerning 
internal control. 
 
As part of obtaining reasonable assurance about whether the financial statements are free from material 
misstatement, we performed tests of the Library’s compliance with certain provisions of laws, 
regulations, contracts and grant agreements.  However, the objective of our tests was not to provide an 
opinion on compliance with such provisions. 
 
Our responsibility for the supplementary information accompanying the financial statements, as 
described by professional standards, is to evaluate the presentation of the supplementary information in 
relation to the financial statements as a whole and to report on whether the supplementary information is 
fairly stated, in all material respects, in relation to the financial statements taken as a whole. 
 
PLANNED SCOPE AND TIMING OF THE AUDIT 
 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements; therefore, our audit involved judgment about the number of transactions to be 
examined and the areas to be tested. 
 
Our audit included obtaining an understanding of the Library and its environment, including internal 
control, sufficient to assess the risks of material misstatement of the financial statements and to design 
the nature, timing and extent of further audit procedures.  Material misstatements may result from 
(1) errors, (2) fraudulent financial reporting, (3) misappropriation of assets, or (4) violations of laws or 
governmental regulations that are attributable to the Library or to acts by management or employees 
acting on behalf of the Library. 
 
QUALITATIVE ASPECTS OF ACCOUNTING PRACTICES 
 
Management is responsible for the selection and use of appropriate accounting policies.  The significant 
accounting policies used by the Library are described in Note 1 to the financial statements.  No new 
accounting policies were adopted and the application of existing policies was not changed during the 
year ended December 31, 2013.  We noted no transactions entered into by the Library during the year 
for which there is a lack of authoritative guidance or consensus.  All significant transactions have been 
recognized in the proper period. 
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GREAT RIVER REGIONAL LIBRARY 
 

REQUIRED COMMUNICATION 
December 31, 2013 

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

Depreciation – The Library is currently depreciating its capital assets over their estimated useful 
lives, as determined by management, using the straight-line method. 
 
Functional Expense Allocation – The Library is currently allocating costs among the programs and 
supporting services benefited.  The costs are allocated based on management’s estimates. 

 
The financial statement disclosures are neutral, consistent and clear. 
 
DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 
 
We encountered no difficulties in dealing with management in performing and completing our audit. 
 
CORRECTED AND UNCORRECTED MISSTATEMENTS 
 
Professional standards require us to accumulate all misstatements identified during the audit, other than 
those that are clearly trivial, and communicate them to the appropriate level of management.  We 
identified the following uncorrected misstatement of the financial statements: 
 

 OPEB Liability 
 

Management has determined its effect is immaterial to the financial statement taken as a whole.  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 as a financial accounting, reporting or 
auditing matter, whether or not resolved to our satisfaction that could be significant to the financial 
statements or the auditor’s report.  We are pleased to report that no such disagreements arose during the 
course of our audit. 
 
MANAGEMENT REPRESENTATIONS 
 

We requested certain representations from management which were provided to us in the management 
representation letter. 
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GREAT RIVER REGIONAL LIBRARY 
 

REQUIRED COMMUNICATION 
December 31, 2013 

 
 
MANAGEMENT CONSULTATIONS WITH OTHER INDEPENDENT ACCOUNTANTS 
 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations.  If a consultation involves 
application of an accounting principle to the Library’s financial statements or a determination of the type 
of auditor’s opinion that may be expressed on those statements, our professional standards require the 
consulting accountant to check with us to determine that the consultant has all the relevant facts.  To our 
knowledge, there were no such consultations with other accountants. 
 
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 Library’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 
 
With respect to the supplementary information accompanying the financial statements, we made certain 
inquiries of management and evaluated the form, content and methods of preparing the information to 
determine that the information complies with accounting principles generally accepted in the United 
States of America, the method of preparing it has not changed from the prior period, and the information 
is appropriate and complete in relation to our audit of the financial statements.  We compared and 
reconciled the supplementary information to the underlying accounting records used to prepare the 
financial statement or to the financial statements themselves. 
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GREAT RIVER REGIONAL LIBRARY 
 

FINANCIAL ANALYSIS 
December 31, 2013 

 
 
The following pages provide graphic representation of select data pertaining to the financial position and 
operations of the Library for the past five years.  Our analysis of each graph or chart is presented to 
provide a basis for discussion of past performance and how implementing certain changes may enhance 
future performance.  We suggest you view each graph or chart and document if our analysis is consistent 
with yours.  A subsequent discussion of this information should be useful for planning purposes. 
 
GOVERNMENTAL ACTIVITIES REVENUES 
 
The Library’s revenues for the last five years are depicted in the chart below, and revenues for 2013 and 
2012 are depicted on the pie charts on the following page.  Revenues for the year ended December 31, 
2013 totaled $ 9,507,437, which was an increase of $ 234,241, or 2.5%, from 2012.  The most 
significant fluctuation was in state and other grants, which increased $ 257,640, or 11.9%.  This increase 
is due to an increase in receipts of the Regional Library Basic System Support (RLBSS) Grant.  The 
receipts collected for this grant fluctuate each year depending on the timing of payments made to the 
Library.  In 2013, the Library received a larger dollar amount of their 2014 grant award (60%) by 
December 31, 2013 compared to only receiving approximately 42% of their 2013 grant award by 
December 31, 2012.  The increase was also due to an increase in the Regional Library 
Telecommunications Aid (RLTA) of $ 25,349.  Regional receipts, which had been decreasing since 
2010, remained the same in 2013.  The Library applies a three-part formula to each member county 
based on tax capacity, user share and population share for regional receipts so even though the total 
contribution from all counties remained the same as last year, the individual contributions from each 
county fluctuated based on the data going into the formula.  Other revenue fluctuations include a 
decrease in Interest of $ 14,527 and a decrease in Fines and Miscellaneous revenue of $ 26,201.  Interest 
revenue decreased as a result of lower rates on CD’s while Fines and Miscellaneous revenue decreased 
as a result of the Library lowering, in 2012, the amount a patron can owe and still have borrowing 
privileges.  There was also an increase in electronic material checked out in 2013 reducing the amount 
of fine revenue that could be collected. 
 

2009 2010 2011 2012 2013

Regional Receipts 6,867,957$  6,867,957$  6,651,269$  6,325,494$  6,325,496$  

Reimbursement - City of

  St. Cloud 118,660       93,790         88,421         89,157         95,013         

Interest 64,140         32,281         20,973         35,877         21,350         

Gifts and Contributions 245,610       105,590       187,771       109,009       120,480       

State and Other Grants 954,872       2,033,951    2,082,541    2,163,033    2,420,673    

Fines and Miscellaneous 530,828       576,681       618,562       550,626       524,425       

Total Revenues 8,782,067$  9,710,250$  9,649,537$  9,273,196$  9,507,437$  

Year Ended December 31,
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GREAT RIVER REGIONAL LIBRARY 
 

FINANCIAL ANALYSIS 
December 31, 2013 

 
 

GOVERNMENTAL ACTIVITIES REVENUES 
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GREAT RIVER REGIONAL LIBRARY 
 

FINANCIAL ANALYSIS 
December 31, 2013 

 

 
GOVERNMENTAL ACTIVITIES EXPENSES 
 
The Library’s 2013 and 2012 expenses are shown in the chart below and on the following page.  Total 
expenses for 2013 decreased $ 25,523, or 0.3%, from $ 9,672,494 in 2012 to $ 9,646,971 in 2013.  The 
major expense for the Library continues to be salaries and related employee benefits.  Expenses for this 
category decreased $ 38,116, or 0.6%, in 2013.  This was primarily the result of several high level 
employee retirements that were replaced with new employees at much lower salaries.  Operating 
expenses, the Library’s second largest expense category, remained relatively consistent, decreasing        
$ 11,899 from 2012.  Depreciation expense increased $ 34,631, or 2.9%, due to the Library adding new 
assets in 2013, which were depreciated from the date of purchase.  The loss on disposal of materials and 
automation expenses made up just 1.5% and 2.1% of the Library’s expenses, respectively, in 2013.  The 
loss on disposal of materials was consistent with 2012.  Automation expenses were also consistent with 
2012, decreasing $ 10,579. 
  

2009 2010 2011 2012 2013

Salaries and Benefits 6,771,247$  6,503,450$  6,519,795$  6,838,488$  6,800,372$  

Operating 855,938 1,365,195 1,382,989 1,279,319 1,267,420

Depreciation 1,029,907 1,080,151 1,148,764 1,199,692 1,234,323

Loss on Disposal of Materials 94,853 134,971 103,783 141,211 141,651

Automation 165,704 125,243 149,524 213,784 203,205

8,917,649$  9,209,010$  9,304,855$  9,672,494$  9,646,971$  

Year Ended December 31,
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 GREAT RIVER REGIONAL LIBRARY 
 

FINANCIAL ANALYSIS 
December 31, 2013 

 

 
GOVERNMENTAL ACTIVITIES EXPENSES 
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GREAT RIVER REGIONAL LIBRARY 
 

FINANCIAL ANALYSIS 
December 31, 2013 

 
 
GOVERNMENTAL ACTIVITIES 
 
Expenses exceeded revenues by $ 139,534 in 2013.  Although expenses exceeded revenues, the 
Library’s unrestricted net position increased $ 241,968 in 2013.  The overall decrease in net position was 
related to the decrease in the Library’s investment in capital assets.  This decrease in the investment in 
capital assets was due to the Library adding fewer assets in the current year than depreciation expense 
taken on capital assets.  Asset additions vary from year-to-year depending on the Library’s equipment 
replacement schedule.   
 
The bar chart below highlights the results of operations for the last five years.  Net position by category 
is discussed further on the following page. 
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GREAT RIVER REGIONAL LIBRARY 
 

FINANCIAL ANALYSIS 
December 31, 2013 

 
 
GOVERNMENTAL ACTIVITIES 
 
The Library’s net investment in capital assets has decreased each year from 2009 to 2013.  This means 
the Library’s capital assets were being replaced at a slower rate than they were being depreciated.  The 
amount of restricted net position is money that is restricted from outside sources for specific purposes.  
The unrestricted portion of net position is the remaining balance that is not tied up in capital assets or 
restricted for specific purposes.  The Library’s restricted.  The following chart and table illustrate the 
changes in net position during this time period. 
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2009 2010 2011 2012 2013

Net Position:

Restricted -$                   -$                   124,477$       98,144$         89,221$         

Unrestricted 3,412,240      3,947,829      4,430,071      4,612,474      4,854,442      

Net Investment in Capital Assets 7,466,029      7,431,680      7,169,643      6,772,253      6,399,674      

Total Net Position 10,878,269$  11,379,509$  11,724,191$  11,482,871$  11,343,337$  
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INDEPENDENT AUDITOR’S REPORT 
 
 
 
 
Library Board 
Great River Regional Library 
St. Cloud, Minnesota 
 
 

Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities and the major 
fund of Great River Regional Library (a library organized under Minnesota Statutes Section 134.34), 
St. Cloud, Minnesota, as of and for the year ended December 31, 2013, 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 Library’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 Library’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. 
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Opinions  
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities and the major fund of Great River Regional 
Library, St. Cloud, Minnesota, as of December 31, 2013, and the respective changes in financial position 
and the budgetary comparison for the General Fund 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 Management’s 
Discussion and Analysis, which follows this report letter, 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 (GASB) 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 the Library’s basic financial statements.  The Schedule of Financial Position – 
Arts and Cultural Heritage Grant and Schedule of Revenues, Expenditures and Changes in Financial 
Position – Arts and Cultural Heritage Grant are presented for purposes of additional analysis and are not 
a required part of the basic financial statements.   
 
The Schedule of Financial Position – Arts and Cultural Heritage Grant and Schedule of Revenues, 
Expenditures and Changes in Financial Position – Arts and Cultural Heritage Grant are the responsibility 
of management and were derived from and relate directly to the underlying accounting and other records 
used to prepare the basic 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 basic 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 Schedule of Financial Position – Arts and Cultural Heritage 
Grant and Schedule of Revenues, Expenditures and Changes in Financial Position – Arts and Cultural 
Heritage Grant are fairly stated, in all material respects, in relation to the basic financial statements as a 
whole.  
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Other Reporting Required by Government Auditing Standards

  

 
In accordance with Government Auditing Standards, we have also issued our report dated April 29, 2014 
on our consideration of Great River Regional Library’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 Great River Regional 
Library’s internal control over financial reporting and compliance. 
 
 
 

 
KERN, DEWENTER, VIERE, LTD. 
St. Cloud, Minnesota 
April 29, 2014
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GREAT RIVER REGIONAL LIBRARY 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
December 31, 2013 

 
 
Introduction 
 
As management of the Great River Regional Library (The “Library”), we offer readers of the Library 
financial statements this narrative overview and analysis of the financial activities of the Library for the 
year ended December 31, 2013.  All amounts, unless otherwise indicated, are expressed in dollars. 
 
Funding Issues 
 
Although many experts predicted 2013 would be the end of the most significant and long lasting 
economic downturn since the Great Depression, this did not occur on the scale necessary for national 
economic recovery.  Minnesota’s economy continued to struggle also seeing more business failures and 
homes slipping into foreclosure.  As in previous years, these national and local trends contributed to the 
decline of the tax base in the counties which fund the Library.  
 
Our signatories, the six counties of Benton, Morrison, Sherburne, Stearns, Todd, and Wright maintained 
a zero percent increase in Library funding from 2012 revenue, based on their flat revenue and state aid.  
At the same time, the demand for library service continued unabated especially for circulating materials 
and internet access. 
  
With difficult economic times continuing, public library internet access has become a life-line for many 
people.  High-speed, broadband internet access at home is a luxury for an increasing number of people.  
Others live in rural areas within the region where broadband internet access is simply not available to 
them at any price.  As more and more government services and businesses go digital only, some people 
are left behind because of their lack of knowledge.  The digital divide widens and public libraries act to 
provide a bridge.   
 
Despite the importance, internet availability continued to be limited by open hours since people can only 
use the internet stations during open hours which require staffing.  The bulk of the declining Library 
budget continued to be spent in the staffing area, but open hours had to be rationed given budget 
realities.  
 
The Library again received funding through the Legacy Amendment dedicated to art, history and 
culture.  This made a wide variety of programs and events available to Library residents across the 
region.  Although this funding was reduced over the previous grant, Great River was still able to put on 
many educational and entertaining performances and programs for Central Minnesotans. 
 
Although the Library experienced another challenging financial year again in 2013, it is still as popular 
as ever.   
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GREAT RIVER REGIONAL LIBRARY 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
December 31, 2013 

 
 
FINANCIAL HIGHLIGHTS 
 
 The total current assets of the Library are $ 6,928,002 with the noncurrent assets at $ 6,399,674 for 

total assets of $ 13,327,676.  This is an increase of $ 257,756 or 2.0% over 2012. 
 

 The total current liabilities for the Library are $ 1,448,103 with the non-current liabilities at 
$ 536,236 for total liabilities of $ 1,984,339.  This is an increase of $ 397,290 or 25.0%. 

 
 The net position of the Library at the beginning of 2013 was $ 11,482,871.  At the end of 2013, the 

net position was $ 11,343,337.  Of this amount, $ 4,854,442 (unrestricted net position) may be used 
to meet the Library’s ongoing obligations to customers and creditors.  This is an increase of 
$ 241,968.   
 

 The Library’s total net position decreased $ 139,534.   
 

 As of the end of the current year, the Library reported combined ending fund balances of 
$ 5,370,858, an increase of $ 173,535.   
 

 At the end of the current year, the unassigned fund balance for the General Fund was $ 3,278,231, a 
6.4% increase over 2012. 

 
Overview of the Financial Statements  
This discussion and analysis is intended to serve as an introduction to the Library basic financial 
statements.  The basic financial statements are comprised of three components: 1) government-wide 
financial statements, 2) fund financial statements and 3) Notes to the Financial Statements.  This 
financial report will include the Management’s Discussion and Analysis, financial statements with 
accompanying notes and the Independent Auditor’s Report. 
 

Required Financial Statements  
The government-wide financial statements on pages 14 and 15 report information about the Library 
using accounting methods similar to those used in private sector companies (accrual method).  These 
statements offer information about the Library as a whole. 
 
The Balance Sheet (Table 1) on the following page was prepared on the modified accrual basis of 
accounting and includes only the Library’s current assets and current liabilities.  It also provides the 
basis for assessing the liquidity and financial flexibility of the Library.
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GREAT RIVER REGIONAL LIBRARY 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
December 31, 2013 

 
 
FINANCIAL HIGHLIGHTS 
 

2013 2012

ASSETS:

Cash and Investments 6,579,492$          5,902,981$              

Accounts Receivable -                           116                          

Interest Receivable 29,078                 31,503                     

Grants Receivable -                           75,346                     

Due from Other Governments 95,013                 89,157                     

Supplies Inventory 53,052                 40,586                     

Total Assets 6,756,635$          6,139,689$              

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts Payable 162,355$             195,799$                 

Accrued Payroll 178,919               138,511                   

Accrued Payroll Taxes 20,518                 17,886                     

Due to Other Governments 87,525                 82,091                     

Unearned Revenue 936,460               508,079                   

Total Liabilities 1,385,777            942,366                   

Fund Balance:

Nonspendable 53,052                 40,586                     

Restricted 89,221                 98,144                     

Committed 1,857,754            1,857,813                

Assigned 92,600                 120,069                   

Unassigned 3,278,231            3,080,711                

Total Fund Balance 5,370,858            5,197,323                

Total Liabilities and Fund Balance 6,756,635$          6,139,689$              

Table 1

       General Fund

December 31, 2013 and 2012

BALANCE SHEET - GOVERNMENTAL FUNDS
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GREAT RIVER REGIONAL LIBRARY 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
December 31, 2013 

 
 
FINANCIAL HIGHLIGHTS 
 
All of the current year’s revenues and expenditures on the modified accrual basis of accounting are 
accounted for in the Statement of Revenues, Expenditures and Changes in Fund Balances (Table 2).  
This Statement measures the success of the Library’s operations over the last year and can be used to 
determine whether the organization has successfully recovered all its cost through revenue sources. 
 

2013 2012

REVENUES:

Regional Receipts 6,325,496$                  6,325,494$                   

State and Other Grants 2,420,673                    2,163,033                     

Interest   21,350                         35,877                          

Gifts and Contributions 120,480                       109,009                        

Reimbursement - City of St. Cloud 95,013                         89,157                          

Fines and Miscellaneous 524,425                       550,626                        

Total Revenues 9,507,437$                  9,273,196$                   

EXPENDITURES:

Personnel 6,846,493$                  6,828,324$                   

Services and Contracts 1,084,126                    1,032,812                     

Commodities 82,344                         96,800                          

Vehicle Expenses 54,085                         59,854                          

Library Materials 960,443                       994,714                        

Equipment  49,382                         29,556                          

Contingency Fund Expenses 14,385                         5,306                            

Automation Operating 203,205                       213,784                        

Capital Outlay 39,439                         6,775                            

Total Expenditures 9,333,902                    9,267,925                     

Revenues Over Expenditures 173,535                       5,271                            

Proceeds from Sale of Capital Assets -                                  2,985                            

Total Change in Fund Balances 173,535                       8,256                            

FUND BALANCES:

Beginning 5,197,323                    5,189,067                     

Ending 5,370,858$                  5,197,323$                   

In Fund Balances

December 31, 2013 and 2012

Table 2

Statement of Revenues, Expenditures and Changes
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GREAT RIVER REGIONAL LIBRARY 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
December 31, 2013 

 
 
FINANCIAL HIGHLIGHTS 
 
The other required financial statement is the Statement of Activities (Table 3).  This statement reports 
revenues, expenses and changes in net position resulting from operations, investing and financing 
activities on the full accrual basis of accounting. 
 

Functions/Program

2013 2012 2013 2012 2013 2012 2013 2012 2013 2012

Government Activities:

Institutional 971,687$     1,025,411$  -$              -$              17,601$     17,163$     2,548$  6,500$  (951,538)$       (1,001,748)$    

Operational 384,517       376,471       -                -                -                 -                 -            -            (384,517)         (376,471)         

Outreach 656,028       605,451       -                -                670,011     602,531     -            -            13,983             (2,920)             

Public Services 7,634,739    7,665,161    431,179    464,724    120,480     109,009     -            -            (7,083,080)      (7,091,428)      

Total Governmental Activities 9,646,971$  9,672,494$  431,179$  464,724$  808,092$   728,703$   2,548$  6,500$  (8,405,152)$    (8,472,567)$    

General Revenues:

Regional Receipts 6,325,496$      6,325,494$     

Other Revenues Not Restricted to 

  Specific Programs 1,918,772        1,711,898       

Unrestricted Investment Earnings 21,350             35,877            

      Total General Revenues 8,265,618$      8,073,269$     

Change in Net Position (139,534)         (399,298)         

Net Position - Beginning 11,482,871      11,724,191     

Prior Period Adjustment -                      157,978          

Net Position - Beginning, Restated 11,482,871      11,882,169     

Net Position - Ending 11,343,337$    11,482,871$   

Statement of Activities

Table 3

December 31, 2013 and 2012

Program Revenues

Net (Expense) Revenue

and Changes in Net Position

Capital

Grants and

Expenses

Governmental

ActivitiesContributions

Operating

Grants and

Contributions

Charges for

Services

 
In addition, the Library presents the Notes to the Financial Statements.  The Notes provide additional 
information that is essential to a full understanding of the data provided in the financial statements.  The 
Notes to the Financial Statements can be found starting on page 21 of this report. 
 
Financial Analysis of the Library  
 
The Statement of Net Position and the Statement of Activities report information about the Library’s 
activities in a way that will help tell us if we are better off this year than we were last year as a result of 
the current year’s activity.  These two Statements report the net position (Table 4) of the Library and 
changes in net postion.  The net position is the difference between total assets and liabilities on the full 
accrual basis of accounting.  Over time, increases or decreases in the Library’s net position are one 
indicator of whether its financial health is improving or deteriorating.  Other nonfinancial factors 
influence this also.  They include the health of the economy and legislative mandates and actions. 
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GREAT RIVER REGIONAL LIBRARY 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
December 31, 2013 

   

 
FINANCIAL HIGHLIGHTS 
 

2013 2012

Current Assets 6,928,002$          6,297,667$             

Noncurrent Assets 6,399,674            6,772,253               

Total Assets 13,327,676$        13,069,920$           

Current Liabilities 1,448,103$          1,018,008$             

Noncurrent Liabilities 536,236               569,041                  

Total Liabilities 1,984,339            1,587,049               

Net Position:

Net Investments in Capital Assets 6,399,674            6,772,253               

Restricted 89,221                 98,144                    

Unrestricted 4,854,442            4,612,474               

Total Net Position 11,343,337          11,482,871             

Total Liabilities and Net Position 13,327,676$        13,069,920$           

Great River Regional Library Net Position

Table 4

Governmental Activities

December 31, 2013 and 2012

 
The amounts reported for governmental activities in the Statement of Net Position are different than on 
the balance sheet because capital assets used in governmental activities are not current financial 
resources and are not reported as assets in governmental funds.  Also, long-term liabilities are not due 
and payable in the current period and therefore are not reported as liabilities at the fund level.
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GREAT RIVER REGIONAL LIBRARY 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
December 31, 2013 

 
 
FINANCIAL HIGHLIGHTS 
 

2013 2012

Capital Assets:

Books and Library Materials 13,444,000$       13,442,793$     

Computers, Furniture and Equipment 784,618              922,703            

Vehicles 100,132              100,132            

Less Accumulated Depreciation (7,929,076)         (7,693,375)        

Total Capital Assets, Net of Depreciation 6,399,674$         6,772,253$       

Great River Regional Library Capital Assets

Table 5

December 31, 2013 and 2012

 
Additional information on the Library’s capital assets can be found in Note 4 on page 28 of this report. 
 
Debt Administration 
 
At the end of the current year, the Library had no long-term debt. 
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS  
 
The Library is responsible by signatory agreement from the 6 counties for staffing, materials and 
services for the 32 libraries which reside within county limits.  The Library has no buildings in capital 
assets.  
 
The 2014 budget for total operating revenue reflects a 0.68% decrease over calendar year 2013.   
 
Demand for electronic resources continues to skyrocket while the price structure remains in flux.  As I 
mentioned in previous years, the Library could very easily spend the entire materials budget to satisfy 
the burgeoning public appetite.  In addition, some publishers of electronic content continue to play 
hardball with pricing and continue to demand top dollar for their materials, especially popular content 
such as bestselling fiction, which the bulk of public library users demand.  The steep prices (as well as 
the varying ownership models) may cause the Library to examine our services to determine where or 
how our limited funds might be better spent.          
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GREAT RIVER REGIONAL LIBRARY 

 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

December 31, 2012 
 
 

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS  
 
Other economic factors which are of note but not yet clearly defined include: a potential increase in 
minimum wage and a possible increase in required PERA contributions.  In addition, almost all 
employers are trying to guess how the 2015 implementation of the Affordable Care Act will impact 
them and their ability to continue to provide meaningful yet cost effective employee benefits.  There are 
a lot of unknowns ahead.  
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide a general overview of the Library’s finances for all those 
with an interest in the government’s finances.  Questions concerning any of the information provided in 
this report or requests for additional financial information should be addressed to Great River Regional 
Library, Accounting Coordinator - Accounting, 1300 St. Germain, St. Cloud, Minnesota 56301. 
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BASIC FINANCIAL STATEMENTS



Governmental 

Activities

ASSETS

Current Assets

Cash and Investments 6,579,492$      

Interest Receivable 29,078             

Due from Other Governments 95,013             

Supplies Inventory 53,052             

Prepaid Items 171,367           

Total Current Assets 6,928,002        

Noncurrent Assets

Capital Assets:

Books and Library Materials 13,444,000      

Vehicles 100,132           

Computers, Furniture and Equipment 784,618           

Less Accumulated Depreciation (7,929,076)      

Total Capital Assets, Net of Depreciation 6,399,674        

Total Assets 13,327,676$    

LIABILITIES AND NET POSITION

Liabilities

Accounts Payable 162,355$         

Accrued Payroll 178,919           

Accrued Payroll Taxes 20,518             

Due to Other Governments 87,525             

Unearned Revenue 936,460           

Compensated Absences Payable:

Payable Within One Year 62,326             

Payable After One Year 536,236           

Total Liabilities 1,984,339        

Net Position

Net Investment in Capital Assets 6,399,674        

Restricted 89,221             

Unrestricted 4,854,442        

Total Net Position 11,343,337      

Total Liabilities and Net Position 13,327,676$    

The Notes to the Financial Statements are an integral part of this statement. 14

December 31, 2013

STATEMENT OF NET POSITION

GREAT RIVER REGIONAL LIBRARY
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General Fund

ASSETS

Cash and Investments 6,579,492$    

Interest Receivable 29,078           

Due from Other Governments 95,013           

Supplies Inventory 53,052           

Total Assets 6,756,635$    

LIABILITIES AND FUND BALANCES

Liabilities

Accounts Payable 162,355$       

Accrued Payroll 178,919         

Accrued Payroll Taxes 20,518           

Due to Other Governments 87,525           

Unearned Revenue 936,460         

Total Liabilities 1,385,777      

Fund Balances

Nonspendable 53,052           

Restricted 89,221           

Committed 1,857,754      

Assigned 92,600           

Unassigned 3,278,231      

Total Fund Balances 5,370,858      

Total Liabilities and

  Fund Balances 6,756,635$    

The Notes to the Financial Statements are an integral part of this statement. 16                  

GREAT RIVER REGIONAL LIBRARY

BALANCE SHEET - GOVERNMENTAL FUND

December 31, 2013



GREAT RIVER REGIONAL LIBRARY

RECONCILIATION OF THE BALANCE SHEET TO

THE STATEMENT OF NET POSITION - GOVERNMENTAL ACTIVITIES

December 31, 2013

Total Fund Balances - Governmental Activities 5,370,858$       

different because:

Capital assets used in governmental activities are not current financial resources 

and, therefore, are not reported as assets in the governmental fund.

Cost of Capital Assets 14,328,750       

Less Accumulated Depreciation (7,929,076)       

Prepaid expenses are recorded in the governmental fund using the purchases method

of accounting.  Prepaid expenses are recorded using the consumption method for

governmental activities. 171,367            

Long-term liabilities, including compensated absences, are not due and payable

in the current period and, therefore, are not reported as liabilities in the 

governmental fund.  Long-term liabilities at year-end consist of:

Compensated Absences Payable (598,562)          

11,343,337$     

The Notes to the Financial Statements are an integral part of this statement. 17                     

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

Total Net Position - Governmental Activities



General Fund

REVENUES

Regional Receipts

Benton County 504,792$        

Morrison County 445,848          

Sherburne County 1,231,906       

Stearns County 2,073,560       

Todd County 306,180          

Wright County 1,756,341       

City of Staples 6,869              

State and Other Grants 2,420,673

Investment Income 21,350            

Gifts and Contributions 120,480          

Reimbursement - City of St. Cloud 95,013            

Fines and Miscellaneous 524,425          

Total Revenues 9,507,437       

EXPENDITURES

Personnel 6,846,493       

Services and Contracts 1,084,126       

Commodities 82,344            

Vehicle Expenses 54,085            

Library Materials 960,443          

Equipment 49,382            

Contingency Fund Expenses 14,385            

Automation Operating 203,205          

Capital 39,439            

Total Expenditures 9,333,902       

Excess of Revenues Over Expenditures 173,535          

FUND BALANCES

Beginning of Year 5,197,323       

End of Year 5,370,858$     

The Notes to the Financial Statements are an integral part of this statement. 18                   

For the Year Ended December 31, 2013

GREAT RIVER REGIONAL LIBRARY

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES - GOVERNMENTAL FUND



GREAT RIVER REGIONAL LIBRARY

RECONCILIATION OF THE STATEMENT OF REVENUES,

EXPENDITURES AND CHANGES IN FUND BALANCES

TO THE STATEMENT OF ACTIVITIES - GOVERNMENTAL ACTIVITIES

For the Year Ended December 31, 2013

173,535$          

Amounts reported for governmental activities in the Statement of Activities are

different because:

Capital outlays are reported in governmental fund as expenditures.  However, 

in the Statement of Activities, the cost of those assets is allocated over the 

estimated useful lives as depreciation expense.

Capital Outlays 1,003,395         

Depreciation Expense (1,234,323)        

Disposal of Capital Assets (141,651)           

Prepaid expenses are recorded in the governmental fund using the purchases

method of accounting, however, they are recorded using the consumption

method for governmental activities. 13,389              

Compensated absences are recognized as paid in the governmental fund but

recognized as the expense is incurred in the Statement of Activities. 46,121              

(139,534)$         

The Notes to the Financial Statements are an integral part of this statement. 19

Change in Net Position - Governmental Activities

Net Change in Fund Balances - Governmental Activities



GREAT RIVER REGIONAL LIBRARY

STATEMENT OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCES - 

BUDGET AND ACTUAL - GENERAL FUND

For the Year Ended December 31, 2013

Budgeted

Amounts Variance with

Original Actual Final Budget -

 and Final Amounts Over (Under)

REVENUES

Regional Receipts

Benton County 504,792$       504,792$       -$                   

Morrison County 445,848         445,848 -                     

Sherburne County 1,231,906      1,231,906 -                     

Stearns County 2,073,558      2,073,560 2                    

Todd County 306,180         306,180 -                     

Wright County 1,756,341      1,756,341 -                     

City of Staples 6,900             6,869 (31)                 

State and Other Grants 1,712,250      2,420,673      708,423         

Investment Income 45,000           21,350           (23,650)          

Gifts and Contributions 55,000           120,480         65,480           

Reimbursement - City of St. Cloud 88,400           95,013           6,613             

Fines and Miscellaneous 559,025         524,425         (34,600)          

Total Revenues 8,785,200      9,507,437      722,237         

EXPENDITURES

Personnel 6,915,000      6,846,493      (68,507)          

Services and Contracts 448,700         1,084,126 635,426         

Commodities 109,500         82,344 (27,156)          

Vehicle Expenses 52,100           54,085 1,985             

Library Materials 947,100         960,443 13,343           

Equipment   24,000           49,382 25,382           

Contingency Fund Expenses 2,800             14,385 11,585           

Automation Operating 231,000         203,205 (27,795)          

Capital 55,000           39,439 (15,561)          

Total Expenditures 8,785,200      9,333,902      548,702         

Excess of Revenues Over 

 Expenditures -$                   173,535         173,535$       

FUND BALANCES

Beginning of Year 5,197,323

End of Year 5,370,858$    

The Notes to the Financial Statements are an integral part of this statement. 20
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. Reporting Entity 
 
The Great River Regional Library (the “Library”) is operated for the Counties of Benton, Morrison, 
Sherburne, Stearns, Todd and Wright, Minnesota.  The Library was organized under Minnesota Statutes 
Sec. 134.34.  The Library is governed by a 15 member board (including alternates) comprised of 
representative members from each County.  Each representative is entitled to one vote. 
 
For financial reporting purposes, the Library’s financial statements include all funds which the Library 
exercises financial accountability.  Component units are legally separate organizations for which the 
officials of the Library would be financially accountable and would be included within the basic 
financial statements of the Library because of the significance of their operational or financial 
relationships with the Library.   
 
The Library would be considered financially accountable for a component unit if it appoints a voting 
majority of the organization’s governing body and it is able to impose its will on the organization by 
significantly influencing the programs, projects, activities or level of services performed or provided by 
the organization or there is a potential for the organization to provide specific financial benefits to or 
impose specific financial burdens on, the Library.  Based on the component unit definition criteria 
stated, it has been determined the Library has no component units.  
 
B. Government-Wide and Fund Financial Statements 
 
The government-wide financial statements (i.e., the Statement of Net Position and the Statement of 
Activities) report information on the Library as a whole.  The Library has only governmental activities, 
which normally are supported by taxes and intergovernmental revenues. 
 
The Statement of Activities demonstrates the degree to which the direct expenses of a given function or 
segment is offset by program revenues.  Direct expenses are those that are clearly identifiable with a 
specific function or segment.  Program revenues include 1) charges to customers or applicants who 
purchase, use or directly benefit from goods, services or privileges provided by a given function or 
segment and 2) grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular function or segment.  Regional receipts and other items are not included 
among program revenues; instead, they are properly reported as general revenues. 
 
The Library applies restricted resources first when an expense is incurred for a purpose for which both 
restricted and unrestricted resources are available.  Depreciation expense is included in the direct 
expenses of the function it is specifically identified with.   
 
Separate fund financial statements on the modified accrual basis are provided for the governmental fund. 

 
C. Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 
The government-wide financial statements are reported using the economic resources measurement 
focus and the accrual basis of accounting.  Revenues are 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. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
C. Measurement Focus, Basis of Accounting and Financial Statement Presentation (Continued) 
 
Governmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting.  Revenues are recognized as soon as they are both 
measurable and available.  “Measurable” means the amount of the transaction can be determined.  
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 current period.  State and 
federal grants are recorded in the year in which the related expenditure is made.    
 
Expenditures generally are recorded when a liability is incurred, as under accrual accounting.  However, 
expenditures related to compensated absences and claims and judgments are recorded only when 
payment is due. 
 
Description of Fund: 
 
Major Governmental Fund: 
 

General Fund – This Fund is the Library’s only operating fund.  It accounts for all financial 
resources of the Library. 

 
D. Assets, Liabilities and Net Position or Fund Balance 

 
1.  Cash and Investments 
 
Minnesota Statutes require all deposits be protected by federal deposit insurance, corporate surety 
bonds or collateral.  The market value of collateral pledged must equal 110% of the deposits not 
covered by Federal Deposit Insurance Corporation (FDIC) insurance or corporate surety bonds. 
 
Minnesota Statutes authorize the Library to invest in obligations of the U.S. Treasury, agencies and 
instrumentalities, shares of investment companies whose only investments are in the aforementioned 
securities, obligations of the State of Minnesota or its municipalities, bankers’ acceptances, future 
contracts, repurchase and reverse repurchase agreements and commercial paper of the highest 
quality with a maturity of no longer than 270 days and in the Minnesota Association of Governments 
Investing for Counties (MAGIC) Fund.  Investments for the Library are reported at fair value. 
 
The MAGIC Fund is an external investment pool not registered with the Securities and Exchange 
Commission (SEC) that follows the same regulatory rules of the SEC under Rule 2.a.7.  The 
reported value of the pool is the same as the fair value of the pool shares. 

 
At December 31, 2013, cash and investments were comprised of deposits and MAGIC cash 
management funds and certificates of deposit.   
 
The Library has formal policies in place specifically to address custodial credit risk relating to 
deposits and investments, interest rate risk, credit risk and concentration of credit risk.   
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

D. Assets, Liabilities and Net Position or Fund Balance (Continued) 
 

1. Cash and Investments (Continued) 
 
Custodial Credit Risk – Deposits:  In the case of deposits, this is the risk that in the event of a bank 
failure, the Library’s deposits may not be returned to it.  The Library has adopted a policy to address 
custodial credit risk for deposits that matches Minnesota Statutes requirement that all deposits with 
financial institutions must be fully insured or be collateralized at an amount equal to 110% of 
deposits in excess of FDIC insurance.   
 
Interest Rate Risk:  This is the risk that market values of securities in a portfolio would decrease due 
to changes in market interest rates.  The Library’s investment policy states the Library will manage 
its interest rates by structuring the investment portfolio to meet cash requirements for ongoing 
operations, thereby avoiding the need to sell securities on the open market prior to maturing and 
investing operating funds primarily in shorter-term security, money market mutual funds or similar 
investment pools and limiting the average maturity of the portfolio. 
 
Credit Risk:  Credit risk is the risk that an issuer or other counterparty to an investment will not 
fulfill its obligations.  State law and the Library’s investment policy limit investments in commercial 
paper and corporate bonds to the top two ratings issued by nationally recognized statistical rating 
organizations.    
 
Concentration of Credit Risk:  This is the risk of loss attributed to the magnitude of an investment in 
a single issuer.  The Library’s investment policy states it will provide information about the 
concentration of credit risk associated with the investments by disclosing on the financial report the 
number of financial institutions associated with the investment amounts.  The policy also states 
investments shall be diversified by limiting investments to avoid over concentration in securities 
from a specific issuer or business sector, excluding U.S. Treasury securities and that investments 
will be held at separate financial institutions within the FDIC insured amounts unless there is 
additional approved collateral designated for Library investments beyond the FDIC insured amount.   
 
Custodial Credit Risk – Investments:  For an investment, this 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 or 
collateral securities that are in the possession of an outside party.  The Library’s investment policy 
states investments purchased by the Library must be sufficiently collateralized. 

 
2. Materials and Supplies Inventory 
 
Materials and supplies inventory are valued at cost using the first-in, first-out (FIFO) method.  
Inventories are recorded as expenditures when consumed rather than when purchased.   
 
3. Prepaid Items 

 

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as 

prepaid items in the government-wide financial statements.  Prepaid items are recorded as an 

expense at the time of consumption in the government-wide financial statements while the purchases 

method is used in the fund financial statements. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

D. Assets, Liabilities and Net Position or Fund Balance (Continued) 
 

4. Capital Assets 
 
Capital assets, which include books, equipment and vehicles, are reported in the government-wide 
financial statements.  Capital assets are defined by the Library as assets with an initial, individual 
cost of more than $ 1,000 and an expected longevity of one year or more.  Such assets are recorded 
at historical cost or estimated historical cost if purchased or constructed.  Certain equipment will be 
capitalized even though it is not above the $ 1,000 threshold.  Examples of such equipment include 
but are not limited to the following:  computers, printers, projectors and copiers.  Donated capital 
assets are recorded at estimated fair market value at the date of donation. 
 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially 
extend assets lives are not capitalized.  Major outlays for capital assets and improvements are 
capitalized when they are placed in service. 
 
Property, plant and equipment of the Library are depreciated using the straight-line method over the 
following estimated useful lives: 

 
Books 10 Years

Paperbacks and Periodicals 5 Years

Films, Videotapes, Media Sets,

  Records, Cassettes, Compact Discs 10 Years

Furniture 10-25 Years

Equipment 5 Years

Vehicles 5 Years

Software 5-10 Years  
 
5. Compensated Absences 
 
Library employees earn paid time off (PTO) based on length of service.  PTO is allowed to be 
carried over to the following year to a maximum of two times the days earned that year.  Employees 
earn 18 days of PTO the first 4 years of employment up to 33 days for employees working 25 or 
more years.  Employees are compensated for 100% of unused PTO upon termination.  The estimated 
accumulated PTO is included in the Statement of Net Position as a liability. 
 
In addition to PTO, certain employees hired prior to December 31, 2008 have extended sick leave 
bank (ESLB) time.  ELSB time can no longer be earned by employees, but employees are 
compensated for 25% of unused ESLB time upon retirement based on Public Employees’ 
Retirement Association of Minnesota (PERA) eligibility requirements.  ESLB can be used only if an 
employee has exhausted all of their PTO and has an eligible reason to draw down their ESLB. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
D. Assets, Liabilities and Net Position or Fund Balance (Continued) 
 

6. Fund Balance 
 

a. Classification 
 
In the fund financial statements, governmental funds report fund classifications that comprise a 
hierarchy based primarily on the extent to which the Library is bound to honor constraints on the 
specific purpose for which amounts in those funds can be spent.   
 

 Nonspendable Fund Balances – These are amounts that cannot be spent because they are 
not in spendable form.   
 

 Restricted Fund Balances – These are amounts that are restricted to specific purposes 
either by a) constraints placed on the use of resources by creditors, grantors, contributors, 
or laws or regulations of other governments or b) imposed by law through enabling 
legislation. 

 

 Committed Fund Balance – These are amounts that are committed for specific purposes 
by formal action of the Library’s highest level of decision making authority.  The 
Library’s highest level of decision making authority is the Library Board.  These balances 
will remain committed unless the Library Board takes formal action to rescind. 

 

 Assigned Fund Balance – These are amounts that are constrained by the Library’s intent 
to be used for specific purposes but are neither restricted nor committed.  Assignments 
are made by the Library’s Finance Coordinator.   

 

 Unassigned Fund Balance – These are residual amounts in the General Fund not reported 
in any other classification.   

 

b.  Minimum Fund Balance 
 

The Library’s target General Fund unassigned fund balance is a minimum of three months of the 
current operating budget. 

 
7. Net Position 
 
Net position represents the difference between assets and liabilities in the government-wide financial 
statements.  Net investment in capital assets consists of capital assets, net of accumulated 
depreciation, reduced by the outstanding balance of any long-term debt used to build or acquire the 
capital assets.  As of December 31, 2013, no related long-term debt existed.  Net position is reported 
as restricted in the government-wide financial statements when there are limitations on their use 
through external restrictions imposed by creditors, grantors or laws or regulations of other 
governments. 
 
 



GREAT RIVER REGIONAL LIBRARY 
 

NOTES TO THE FINANCIAL STATEMENTS 
December 31, 2013 

 
 

26 

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
D. Assets, Liabilities and Net Position or Fund Balance (Continued) 

 
8. 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.  Estimates also affect the reported amounts of revenue and 
expenditures/expense during the reporting period.  Actual results could differ from those estimates. 

 
NOTE 2 – STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 
 
A. Budgetary Information 
 
The Library annually prepares an operating budget for the General Fund.  The budget is prepared on a 
basis consistent with accounting principles generally accepted in the United States of America.  Budget 
amounts are amended only upon approval of the Library Board. 
 
B. Excess of Expenditures Over Appropriations 
 
For the year ended December 31, 2013, expenditures exceeded appropriations in the General Fund by 
$ 548,702.  The Library carries forward unused budget balances each year until they are used.  The 
majority of the excess expenditures over appropriations are the result of expenditures coming out of 
dedicated funds from previous years as well as activity related to the RLTA and Arts and Legacy Grants 
not being included in the budget. 
 
NOTE 3 – DEPOSITS AND INVESTMENTS 
 
Cash balances of the Library’s funds are invested to the extent available in various investments 
authorized by Minnesota Statutes.  For purposes of identifying risk of investing public funds, the 
balances and related restrictions are summarized below and on the following page. 
 
A. Deposits 
 
Custodial Credit Risk – Deposits:  As of December 31, 2013, the Library’s bank balance was not 
exposed to custodial credit risk because it was insured and fully collateralized with securities held by the 
pledging financial institution’s trust department or agent and in the Library’s name. 
 
As of December 31, 2013, the Library had the following deposits: 
 

Checking 37,767$          

Savings 290,664          

Total Deposits 328,431$        
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NOTE 3 – DEPOSITS AND INVESTMENTS 
 

B. Investments 
 

The Library’s investments of $ 6,251,061 at December 31, 2013 were comprised of certificates of 
deposit with the MAGIC Fund valued at $ 4,930,000 and $ 1,321,061 of cash management funds.  The 
MAGIC Fund invests in compliance with Minnesota Statutes. 
 

As of December 31, 2013, the Library had the following investments:  
 

Investment Maturities Fair Value

MAGIC Cash Management Funds n/a 1,321,061$   

Far East National Bank, CA 02/06/14 248,000        

Pacific Trust Bank, Fsb,CA 03/25/14 247,000        

Bank Leumi ESA, NY 04/09/14 248,000        

Affiliated Bank,TX 04/14/14 247,000        

Onewest Bank, Fsb, CA 06/04/14 247,000        

Bank of East Asia Ltd. 07/31/14 248,000        

Isreal Discount Bank of New York 08/04/14 247,000        

State Bank of India, NY 09/26/14 245,000        

National Republic Bank of Chicago (The), IL 09/26/14 246,000        

Orrstown Bank, PA 10/15/14 246,000        

Safra National Bank of NewYork, NY 11/06/14 246,000        

Privatebank & Trust Co., Bloomfield Hill 11/07/14 245,000        

First Capital Bank, TN 01/07/15 246,000        

Mechanics Savings Bank, ME 02/04/15 246,000        

Pacific Enterprise Bank, CA 04/17/15 246,000        

Bridgewater Bank, MN 06/10/15 247,000        

Vibra Bank, CA 06/29/15 246,000        

Edgar County Bank & Trust Co., IL 07/13/15 247,000        

Post Oak Bank, N.A., TX 08/10/15 246,000        

Sonabank, VA 10/16/15 246,000        

Total Investments 6,251,061$   

 
Credit Risk:  The MAGIC Fund investment portfolio is comprised of investments which, in aggregate, 
are rated by Standard and Poor’s (S&P) as A-1 or higher. 
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NOTE 3 – DEPOSITS AND INVESTMENTS 
 
B. Investments (Continued) 
 
The following is a summary of total deposits and investments: 
 

Deposits (Note 3.A.) 328,431$        

Investments 6,251,061       

Total Deposits and Investments 6,579,492$     

 
Deposits and investments are presented in the December 31, 2013 basic financial statements as follows: 
 

Statement of Net Position:
Cash and Investments 6,579,492$   

 
NOTE 4 – CAPITAL ASSETS 
 
Capital asset activity for the year ended December 31, 2013 was as follows: 
 

Beginning Ending

Balance Increases Decreases Balance

Capital Assets being Depreciated:

Books and Library Materials 13,442,793$    860,447$       859,240$    13,444,000$  

Computers, Furniture and 

  Equipment 922,703 142,948 281,033 784,618

Vehicles 100,132 -                    -                  100,132

Total Capital Assets, Cost 14,465,628 1,003,395 1,140,273 14,328,750

Less Accumulated Depreciation for:

Books and Library Materials 6,964,049 1,089,156 718,758 7,334,447

Computers, Furniture and

  Equipment 662,944 133,720 279,864 516,800

Vehicles 66,382 11,447 -                  77,829

Total Accumulated

  Depreciation 7,693,375 1,234,323 998,622 7,929,076

      Total Capital Assets, Net 6,772,253$      (230,928)$     141,651$    6,399,674$    

 
Depreciation expense was charged to functions/programs of the Library as follows: 
 
Institutional 12,083$       

Operational 13,559         

Public Services 1,208,681    

Total Depreciation Expense 1,234,323$  
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NOTE 5 – DEFERRED REVENUE 
 
As of December 31, 2013 and 2012, the Library had deferred revenue for unspent grants as follows: 
 

2013 2012

State Grants 936,460$     508,079$     

December 31, 

 
NOTE 6 – LONG-TERM LIABILITIES 
 
A. Changes in Long-Term Liabilities 
 
Long-term liability activity for the year ended December 31, 2013 was as follows: 
 

Beginning Ending Due Within

Balance Additions Reductions Balance One Year

Compensated Absences

  Payable 644,683$  376,561$ 422,682$   598,562$ 62,326$    

 
NOTE 7 – DEFINED BENEFIT PENSION PLAN – STATE-WIDE 
 
Public Employees’ Retirement Association  
 
A. Plan Description 
 
All full-time and certain part-time employees of the Library are covered by defined benefit plans 
administered by the Public Employees’ Retirement Association of Minnesota (PERA).  PERA 
administers the General Employees’ Retirement Fund (GERF), which is a cost-sharing, multiple-
employer retirement plan.  This Plan is established and administered in accordance with Minnesota 
Statutes Chapters 353 and 356. 
 
GERF members belong to either the Coordinated or Basic Plan.  Coordinated Plan members are covered 
by Social Security and Basic Plan members are not.  All new members must participate in the 
Coordinated Plan.   
 
PERA provides retirement benefits as well as disability benefits to members, and benefits to survivors 
upon death of eligible members.  Benefits are established by state statute, and vest after three years of 
credited service if hired prior to July 1, 2010; benefits vest after five years of service if hired after July 1, 
2010.  The defined retirement benefits are based on a member’s highest average salary for any five 
successive years of allowable service, age and years of credit at termination of service. 
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NOTE 7 – DEFINED BENEFIT PENSION PLAN – STATE-WIDE 
 
Public Employees’ Retirement Association (Continued) 
 
A. Plan Description (Continued) 
 

Two methods are used to compute benefits for PERA’s Coordinated and Basic Plan members.  The 
retiring member receives the higher of a step-rate benefit accrual formula (Method 1) or a level accrual 
formula (Method 2).  Under Method 1, the annuity accrual rate for a Basic Plan member is 2.2% of 
average salary for each of the first 10 years of service and 2.7% for each remaining year.  The annuity 
accrual rate for a Coordinated Plan member is 1.2% of average salary for each of the first 10 years and 
1.7% for each remaining year.  Under Method 2, the annuity accrual rate is 2.7% of average salary for 
Basic Plan members and 1.7% for Coordinated Plan members for each year of service.  For GERF 
members hired prior to July 1, 1989, whose annuity is calculated using Method 1, a full annuity is 
available when age plus years of service equal 90.  Normal retirement age is 65 for Basic and 
Coordinated Plan members hired prior to July 1, 1989.  Normal retirement age is the age for unreduced 
Social Security benefits capped at 66 for Coordinated Plan members hired on or after July 1, 1989.  A 
reduced retirement annuity is also available to eligible members seeking early retirement. 
 
There are different types of annuities available to members upon retirement.  A single-life annuity is a 
lifetime annuity that ceases upon the death of the retiree – no survivor annuity is payable.  There are also 
various types of joint and survivor annuity options available which will be payable over joint lives.  
Members may also leave their contributions in the Fund upon termination of public service in order to 
qualify for a deferred annuity at retirement age.  Refunds of contributions are available at any time to 
members who leave public service, but before retirement benefits begin. 
 

The benefit provisions stated in the previous paragraphs of this section are current provisions and apply 
to active Plan participants.  Vested, terminated employees, who are entitled to benefits but are not yet 
receiving them, are bound by the provisions in effect at the time they last terminated their public service. 
 

PERA issues a publicly available financial report that includes financial statements and required 
supplementary information for GERF.  That report may be obtained on the Internet at www.mnpera.org, 
by writing to PERA at 60 Empire Drive, #200, St. Paul, Minnesota 55103-2088 or by calling  
(651) 296-7460 or (800) 652-9026. 
 
B. Funding Policy 
 

Minnesota Statutes Chapter 353 sets the rates for employer and employee contributions.  These Statutes 
are established and amended by the State Legislature.  The Library makes annual contributions to the 
pension plans equal to the amount required by state statutes.  GERF Coordinated Plan members were 
required to contribute 6.25% of their annual covered salary in 2013.  In 2013, the Library was required 
to contribute the following percentage of annual covered payroll:  7.25% for Coordinated Plan members.  
The Library’s contributions to Public Employees’ Retirement Fund for the years ending December 31, 
2013, 2012 and 2011 were $ 380,539, $ 384,216 and $ 366,761, respectively.  The Library’s 
contributions were equal to the contractually required contributions for each year as set by state statute. 
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NOTE 8 – FUND BALANCE DETAIL 
 
Fund balances are classified as follows to reflect the limitations and restrictions of the respective funds:   

General Fund

Nonspendable:

Inventory 53,052$           

Restricted:

Gift Fund 89,221             

Committed:

Capital Expenditures 605,062           

Payroll Fund 147,087           

Emergency Substitute 40,000             

Computer Replacement 357,665           

Building Maintenance 85,778             

HRIS/Payroll 5,600               

Staff Development Services 18,000             

Compensated Absences 598,562           

    Total Committed 1,857,754        

Assigned:

Revolving Fund 2,709               

Inter-Library Loan Fund 985                  

Revenue Fund - MCIT 74,066             

Staff Training Fund 166                  

Sales Revenue Fund 14,674             

    Total Assigned 92,600             

Unassigned 3,278,231        

Total 5,370,858$      
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NOTE 9 – OPERATING LEASE/RENTAL COMMITMENT 
 
The Library has an agreement with the City of St. Cloud for the rental of the building in which the 
Library operates its headquarters.  The Library is responsible for 18% of the operating costs of the 
building, while the City of St. Cloud is responsible for the remaining 82%.  The Library is also charged 
for employee parking in the amount of $ 15,757 for January to December 2013, with a 3% increase each 
year thereafter.  The Library pays for custodial services, which is included as part of the total operating 
costs of the building while the City of St. Cloud pays for all other operating costs.  The Library’s share 
of total operating costs of 18% is calculated at the end of the fiscal year and the difference between the 
custodial costs paid by the Library and the 18% operating cost total is determined and paid by the 
Library to the City or vice-versa.  At December 31, 2013, the City owed the Library $ 95,013 for their 
share of the custodial services costs, while the Library owed the City $ 87,525 for their share of the 
remaining operating costs, for net amount of $ 7,488 owed to the Library.   
 
NOTE 10 – GASB STATEMENTS ISSUED BUT NOT YET IMPLEMENTED 
 
GASB Statement 68 replaces the requirements of Statement No. 27, Accounting for Pensions by State 
and Local Governmental Employers and Statement No. 50, Pension Disclosures, as they relate to 
governments that provide pensions through pension plans administered as trusts or similar arrangements 
that meet certain criteria.  Statement 68 requires governments providing defined benefit pensions to 
recognize their long-term obligation for pension benefits as a liability for the first time, and to more 
comprehensively and comparably measure the annual cost of pension benefits.  This Statement will be 
effective for the year ending December 31, 2015. 
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SUPPLEMENTARY INFORMATION



Arts and 

Cultural 

Heritage Grant

ASSETS

Cash and Investments 40,763$            

LIABILITIES 

Unearned Revenue 40,763$            

*  Note:  The activity for this Grant is included in the General Fund.
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SCHEDULE OF FINANCIAL POSITION - 



Arts and 

Cultural 

Heritage Grant

REVENUES

Grant Revenue 356,493$         

EXPENDITURES

Administration 8,689               

Advertising 31,767             

Local Programs 288,529           

State-wide Programs 22,509             

Personnel 4,999               

Total Expenditures 356,493           

Excess of Revenues Over Expenditures -                       

GRANT BALANCES

Beginning of Year -                       

End of Year -$                     

*  Note:  The activity for this Grant is included in the General Fund.
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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 
 
 

 
 
Library Board 
Great River Regional Library 
St. Cloud, Minnesota 
 
 
We have audited, in accordance with the auditing standards generally accepted in the United State 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 and the major fund of Great River Regional Library, St. Cloud, Minnesota, as of and for the 
year ended December 31, 2013, and the related Notes to the Financial Statements, which collectively 
comprise the Library’s basic financial statements and have issued our report thereon dated April 29, 
2014.   
 
Internal Control Over Financial Reporting  
 
In planning and performing our audit of the financial statements, we considered the 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.  
 
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 Library’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 and therefore, material weaknesses or significant deficiencies 
may exist that were not identified.  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 identified.  We did identify certain deficiencies in internal 
control, described in the accompanying Schedule of Findings and Responses on Internal Control as 
Audit Findings 06-01 and 06-02 that we consider to be significant deficiencies. 
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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 no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards.   
 
Library’s Response to Findings 
 
The Library’s responses to the findings identified in our audit are described in the accompanying 
Schedule of Findings and Responses on Internal Control.  The Library’s responses were not subjected to 
the auditing procedures applied in the audit of the financial statements and, accordingly, we express no 
opinion on them.  
 
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 
Library’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 Library’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose. 
 
 
 

 
KERN, DEWENTER, VIERE, LTD. 
St. Cloud, Minnesota 
April 29, 2014 
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REPORT ON LEGAL COMPLIANCE 

 
INDEPENDENT AUDITOR’S REPORT 

 
 
 
 
Library Board 
Great River Regional Library 
St. Cloud, Minnesota 
 
 
We have audited, 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, the financial statements of the governmental 
activities and the major fund of Great River Regional Library, St. Cloud, Minnesota, as of and for the 
year ended December 31, 2013, and the related Notes to the Financial Statements, and have issued our 
report thereon dated April 29, 2014. 
 
The Minnesota Legal Compliance Audit Guide for Political Subdivisions, promulgated by the State 
Auditor pursuant to Minnesota Statutes Sec. 6.65, covers six categories of compliance to be tested:  
contracting and bidding, deposits and investments, conflicts of interest, public indebtedness, claims and 
disbursements and miscellaneous provisions.  Our study included all of the listed categories except that 
we did not test for compliance with the provisions for public indebtedness as the Library does not have 
any debt or the miscellaneous provisions as none of those statutes applied to the Library. 
 
In connection with our audit, nothing came to our attention that caused us to believe that Great River 
Regional Library failed to comply with the provisions of the Minnesota Legal Compliance Audit Guide 
for Political Subdivisions.  However, our audit was not directed primarily toward obtaining knowledge 
of such noncompliance.  Accordingly, had we performed additional procedures, other matters may have 
come to our attention regarding the Library’s noncompliance with the above referenced provisions. 
 
This report is intended solely for the information and use of the Library Board, management and the 
Office of the State Auditor and is not intended to be and should not be used by anyone other than those 
specified parties.   
 
 
 

 
KERN, DEWENTER, VIERE, LTD. 
St. Cloud, Minnesota 
April 29, 2014 
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GREAT RIVER REGIONAL LIBRARY 
 

SCHEDULE OF FINDINGS AND RESPONSES  
ON INTERNAL CONTROL 

December 31, 2013 
 
 

CURRENT YEAR INTERNAL CONTROL FINDINGS: 
 
Significant Deficiencies: 

 
Audit Finding 06-01 – Lack of Segregation of Accounting Duties 
 
During the year ended December 31, 2013, the Library had a lack of segregation of accounting 
duties due to a limited number of office employees.  The lack of adequate segregation of accounting 
duties could adversely affect the Library’s ability to initiate, record, process and report financial data 
consistent with the assertions of management in the financial statements.   
 
Management and the Library Board are aware of the lack of segregation of accounting duties and 
have taken certain steps to compensate for the condition, but due to the small accounting staff 
needed to handle all of the accounting duties, the costs of obtaining desirable segregation of 
accounting duties can often exceed benefits which could be derived.  However, management and the 
Library Board must remain aware of this situation and should continually monitor the accounting 
system, including changes that occur. 
 
The lack of segregation of accounting duties can be demonstrated in the following areas, which is 
not intended to be all inclusive: 

 
 The Accounting Coordinator has full general ledger access, including the ability to write and 

post journal entries, and is also responsible for review of the financial activities of the Library. 
 The Accounting Specialist posts revenue receipts and automatic deposits into the transaction file 

and fund accounting software and can make deposits. 
 The Accounting Coordinator creates checks, has access to the signature stamps and also verifies 

the disbursements against the accounts payable ledger. 
 The Accounting Coordinator approves and processes payments to benefit vendors and posts the 

activity to the accounting software. 
 The Accounting Coordinator is responsible for creating and calculating all year end reports and 

accruals and is also responsible for reviewing and approving the financial statements  
 

Library’s Response: 
 

Management continually reviews internal controls to ensure accounting duties are segregated as well 
as they can be.  The Library has determined the costs of hiring additional staff for the purpose of 
further segregation of accounting duties exceeds the estimated benefits which could be derived.  
Management will continue to monitor internal controls and implement necessary charges as 
applicable.  
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GREAT RIVER REGIONAL LIBRARY 
 

SCHEDULE OF FINDINGS AND RESPONSES  
ON INTERNAL CONTROL 

December 31, 2013 
 
 

CURRENT YEAR INTERNAL CONTROL FINDINGS: 
 
Significant Deficiencies: (Continued) 
 

Audit Finding 06-02 – Preparation of the Financial Statements and Related Note Disclosures 
 
As a function of the audit process, auditors are required to gain an understanding of the Library’s 
internal control, including the financial reporting process. 
 
The Library does not have an internal control system designed to provide for the preparation of the 
financial statements and related note disclosures in accordance with accounting principles generally 
accepted in the United States of America.  As auditors, we were requested to draft the financial 
statements and accompanying Notes to the Financial Statements.  This circumstance is not unusual 
in an organization of your size. 
 
This condition increases the risk that errors could occur which would not be detected and corrected 
in a timely manner.  Even though all management decisions related to financial reporting are made 
by the Library’s management and approval of the financial statements and accompanying note 
disclosures lies with management, it is the responsibility of management and those charged with 
governance to make the decision whether to accept the degree of risk associated with this condition 
because of cost or other considerations. 
 
Library’s Response: 
 
The Library accepts this risk at this time. 

 
  
 



Operating and Capital Expenditures

Personnel Expenditures (Includes the following): 340,081.00$      

Supervisory and All Staff Day Training

Employee Benefits

Increase to Employer Portion of PERA Contributions

Services and Contracts 59,472.00           

Commodities (27,000.00)          

Vehicles (600.00)               

Library Materials -                       

Equipment (9,000.00)            

Contingency/Service Charges (1,018.00)            

Automation (15,000.00)          

Capital 6,605.00             

13,459.00$         

353,540.00$      

4.04%

Total $$ Increase in Spending over 2014

Total % Increase in Spending over 2014

2015 Budget Summary

General Wage Increase/Movement within Range

Affordable Care Act (ACA) Provisions

Increase in the State Minimum Wage (Effective 8/1/15)

Subtotal Operating and Capital
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Regional Public Library Systems are required to provide State Library Services a long-range 
strategic plan in even numbered years. Because planning cycles vary and planning is 
continuous, please provide one of the following with this aid application.  
 
Please indicate which is attached:  
 

 A new long-range strategic plan. The plan includes a narrative describing the 
process followed to create the plan, a list of participants, a description of needs 
assessment activities, stakeholder input process, timeline, etc. that resulted in the plan. 

 A brief report on the status of the current plan. The report details any changes to 
the current plan or indicates that there are no changes.   

 A narrative describing a long-range planning process that is underway. Please 
include planning activities completed to date and a time frame for completion. The 
approved strategic plan is due to State Library Services by December 31, 2014.  

 
 
7. List local governmental units (cities and counties with branch or member libraries) 
participating in the region as of June 30, 2014 and the amount of funding that the 
governmental unit provided for operating purposes of public library service during the 
preceding year. This information is used to determine compliance with state-certified level of 
library support requirements (Minnesota Statutes 134.34).   
 

   
2013 

   
Dollar Amount 

   
Provided for 

Name of Participating OPERATING 
Governmental Unit Purposes 

GRRL Signatories: 

Benton County $500,398 
Morrison County $441,967 
Sherburne County $1,221,183 
Stearns County $2,055,511 
Todd County $303,515 
Wright County $1,741,053 

GRRL cities with supplemental levy: 

City of Big Lake $118,972 
City of Buffalo $71,978 
City of Elk River $99,490 
City of Monticello $35,381 
City of St. Cloud $401,973 

 
 



Requested General Wage Increase 
Percent of Staff Requesting each Percent Increase

Requested Movement within Pay Range
Percent of Staff Requesting each Percent Movement

▪Increased benefits (health, esp. dental insurance)
▪Aide Compensation (benefits and higher wages)
▪Increase of staff hours, or at least maintain current levels

14 people responded to the question "What other benefits would you like to see added or changed?"  
Three themes emerged from these comments.

 GRSA Budget Request
5/20/2014

A survey was sent to all non-union staff requesting input for GRSA's budget request.
52 responses of 181 eligible staff (29%)

2% 
4% 

37% 

19% 

19% 

19% 

2% 

44% 

19% 

18% 

17% 

4% 

5% 

2% 

3% 

1% Increase 

4% 

5% 

2% 

3% 

0% Increase 
1% 
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