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FORTENBERRYXBALLARD, PC
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT ON THE BASIC FINANCIAL
STATEMENTS AND SUPPLEMENTARY INFORMATION

Board of Trustees
Madison County Library System

Report on the Financial Statements

We have audited the accompanying financial statements of the Madison County Library System, a
component unit of Madison County, Mississippi, as of and for the year ended September 30,
2018, and the related notes to the financial statements, which collectively comprise the Madison
County Library System’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 an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

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

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

1929 SPILLWAY ROAD, SUITE B
BRANDON, MISSISSIPPI 38047
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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 Madison County Library System, as of September 30, 2018
and the respective changes in financial position, and, where applicable, cash flows thereof for the
year then ended in accordance with accounting principles generally accepted in the United States
of America.

Emphasis of Matter

As discussed in Note 1 to the financial statements, the Library adopted Governmental Accounting
Standards Board (GASB) Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions. As a result, net position as of October 1, 2017,
has been restated. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison information, the Schedule of
Library’s Proportionate Share of the Net Pension Liability, Schedule of Library’s Contributions
(PERS), the Schedule of Library’s Proportionate Share of the Net OPEB Liability, Schedule of
Library’s Contributions (OPEB) on pages 8 to 13 and 35 to 43, respectively, be presented to
supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 8,
2019, on our consideration of the Madison County Library System 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 solely to
describe the scope of our testing of the internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Madison
County Library System’s 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 Madison County Library System’s internal control over financial
reporting and compliance.

ﬁ(//é-»/ﬂé&‘7 { Batiane, <

Fortenberry & Ballard, PC Certified Public Accountants
May 8, 2019
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- MANAGEMENT’S DISCUSSION AND ANALYSIS



Madison County Library System
Management’s Discussion and Analysis
For the Year Ended September 30, 2018

The following discussion and analysis of Madison County Library System’s financial performance
provides an overview of the Library’s financial activities for the year ended September 30, 2018.
The intent of this discussion and analysis is to look at the Library’s performance as a whole.
Readers are encouraged to review the financial statements and the notes to the financial
statements to enhance their understanding of the Library’s financial performance.

FINANCIAL HIGHLIGHTS

Total net position for 2018 decreased $215,796, including a prior period adjustment of
($181,060), due primarily to the effect of recording the net OPEB liability, which
represents a 22% decrease from fiscal year 2017. Total net position for 2017 decreased
$109,338, which represents a 13% decrease from fiscal year 2016.

Operating revenues amounted to $2,129,038 and $2,056,333, or 89% and 87% of all
revenues for fiscal years 2018 and 2017, respectively. Non-operating revenues accounted
for $264,163, or 11% of total revenues for 2018, and $309,391, or 13% of total revenues
for 2017.

The Library had $2,427,937 and $2,475,062 in expenses for fiscal years 2018 and 2017;
Operating expenses of $2,311,342 accounted for 95% of total expenses in fiscal year 2018
and operating expenses of $2,326,631 accounted for 94% of total expenses in the previous
fiscal year. Non-operating expenses for fiscal year 2018 and 2017 were as follows:
$116,595 and $148,431, respectively.

Capital assets, net of accumulated depreciation, increased by $43,184 for 2018 and
increased by $84,833 for 2017. The increase for 2018 was due primarily to the additions
to reading material, furniture and fixtures, and computer equipment.

Net pension liability increased 3% to $2,760,408 in 2018 compared to $2,668,055 in
2017. Deferred outflows related to pension accounted for $296,318 in 2018 and
$447,688 in the previous year. Deferred inflows related to pensions amounted to
$283,563 in the current year and $354,016 for the previous year.

Net OPEB liability totaled $182,921 in 2018. Deferred outflows related to OPEB totaled
for $12,760. Deferred inflows related to OPEB totaled $21,211 in the current year.



Madison County Library System
Management’s Discussion and Analysis
For the Year Ended September 30, 2018

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction to the Library’s basic financial statements,
which include the basic financial statements and the notes to the financial statements. This report
also contains required supplementary information.

Financial Statements

The financial statements are designed to provide the reader with a broad overview of the Library’s
finances. These statements consist of the Statement of Net Position, the Statement of Activities,
and the Statement of Cash Flows which are prepared using the flow of economic resources
measurement focus and the accrual basis of accounting. The current year’s revenues and
expenses are taken into account regardless of when cash is received or paid.

The Statement of Net Position presents information on all the Library’s nonfiduciary assets,
deferred outflows, liabilities, and deferred inflows, with the differences between them reported as
“net position.” Over time, increases or decreases in the Library’s net position may serve as a
useful indicator of whether its financial position is improving or deteriorating.

The Statement of Activities presents information showing how the Library’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods.

The Statement of Cash Flows provides information about cash receipts, cash payments, and the
net change in cash resulting from the operating, investing, and financing activities of the Library
during the year.

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
immediately following the basic financial statements.

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also presents a
budgetary comparison schedule, the Schedule of the Library’s Proportionate Share of the Net
Pension Liability, Schedule of Library Contributions (PERS), the Schedule of the Library’s
Proportionate Share of the Net OPEB Liability, and Schedule of Library Contributions (OPEB) as
required supplementary information. The Library adopts an annual operating budget. A
budgetary comparison schedule has been provided as required by the Governmental Accounting
Standards Board.



Madison County Library System
Management’s Discussion and Analysis
For the Year Ended September 30, 2018

Net Position

Net Position may serve over time as a useful indicator of the Library’s financial position.
Liabilities and deferred inflows of resources exceeded assets and deferred outflows of resources

by $1,186,508 as of September 30, 2018.

The Library’s financial position is a product of several financial transactions including the net
result of activities, the acquisition and disposal of capital assets and the depreciation of capital

assets.

Table 1 presents a summary of the Library’s net position at September 30, 2018 and September

30, 2017.

Table 1
Condensed Statement of Net Position

Percentage
September 30, 2018 September 30, 2017 Change

Current assets 423,232 410,964 3%
Restricted assets 702,785 638,582 10%
Capital assets, net 723,419 680,235 6%

Total assets 1,849,436 1,729,781 7%
Deferred outflows of resources 309,078 447,688 (B1)%
Current liabilities 96,919 126,110 (23)%
Net pension liability 2,760,408 2,668,055 3%
Net OPEB liability 182,921 N/A

Total liabilities 3,040,248 2,794,165 9%
Deferred inflows of resources 304,774 354,016 (14)%
Net position:
Net investment in capital assets 723,419 680,235 6%
Restricted 702,785 638,582 10%
Unrestricted (2,612,712) (2,289,529) (14)%

Total net position (deficit) (1,186,508) (970,712) 22%

10




Madison County Library System
Management’s Discussion and Analysis
For the Year Ended September 30, 2018

Additional information on unrestricted net position:

In connection with the application of standards on accounting and financial reporting for pensions
and OPEB, management presents the following additional information:

Total unrestricted net position (deficit) $ (2,612,712

Less unrestricted deficit in net position resulting from recognition of the net
pension and net OPEB liability including the related deferred outflows and
deferred inflows 2,939,025

Unrestricted net position, exclusive of the net pension and net OPEB liability effect  § 326,313

The following are significant current year transactions that have had an impact on the Statement
of Net Position:

] Increase in net capital assets in the amount of $43,184.
" Implementation of GASB 75 which resulted in the recognition of a net OPEB liability in
the amount of $182,921.

Changes in net position

The Library’s total revenues for the fiscal years ended September 30, 2018 and September 30,
2017 were $2,393,201 and $2,365,724, respectively. The total cost of all programs and services
was $2,427,937 for 2018 and $2,475,062 for 2017.

Table 2 presents a summary of the changes in net position for the fiscal years ended September
30, 2018 and September 30, 2017.

1



Madison County Library System
Management’s Discussion and Analysis
For the Year Ended September 30, 2018

Table 2
Changes in Net Position

Year Ended Year Ended
September 30, September 30, Percentage
2018 2017 Change

Revenues:

Operating revenues $ 2,129,038 2,056,333 4%

Non-operating revenues 264,163 309,391 (15)%

Total revenues 2,393,201 2,365,724 1%
Expenses:

Operating expenses 2,311,342 2,326,631 (1%

Non-operating expenses 116,595 148,431 2%

Total expenses 2,427,937 2,475,062 2)%

Increase (Decrease) in net position (34,736) (109,338) (68)%
Net Position (Deficit), Beginning, as previously reported (970,712) (861,374) (13)%
Prior period adjustments (181,060) N/A
Net Position (Deficit), Beginning, as restated (1,151,772) (861,374) (34)%
Net Position (Deficit), Ending $ (1,186,508) (970,712) 22)%
BUDGETARY HIGHLIGHTS

During the year, the Library revised the annual operating budget. Budget revisions were made to
address and correct the original budgets to reflect more accurately the sources and uses of funding

for the Madison County Library System.

A schedule showing the actual and budgeted amounts, along with its corresponding variance, is

provided in this report as required supplementary information.
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Madison County Library System
Management’s Discussion and Analysis
For the Year Ended September 30, 2018

CAPITAL ASSETS

Capital Assets. As of September 30, 2018, the Library’s total capital assets were $5,410,228,
including reading materials, furniture and fixtures, office equipment, computer equipment, and
vehicles. This amount represents an increase of $300,929 from 2017. Total accumulated
depreciation as of September 30, 2018, was $4,686,809, and total depreciation expense for the
year was $267,951, resulting in total net capital assets of $723,419.

Table 4
Capital Assets, Net Accumulated Depreciation

September 30, September 30, Percentage

2018 2017 Change
Reading materials $ 620,652 560,204 11%
Furniture and fixtures 33,049 22,892 44%
Office equipment 12,544 16,773 (25)%
Computer equipment 32,477 45,259  (28)%
Vehicles 24,697 35,107 (30)%
Total $ 723,419 680,235 6%

Additional information on the Library’s capital assets can be found in Note 3 included in this
report.

CONTACTING THE LIBRARY’S FINANCIAL MANAGEMENT

If you have questions about this report, contact the office of the Madison County Library System,
102 Priestley Street, Canton, MS 39046.
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MADISON COUNTY LIBRARY SYSTEM
{a component unit of Madison County, Mississippi)

Statement of Net Position
September 30, 2018

Assets
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable
Total current assets

Non-current assets:
Capital assets, net of accumulated depreciation:
Reading Materials
Furniture and fixtures
Office equipment
Computer equipment
Vehicles
Total non-current assets

Total Assets

Deferred Outflows of Resources
Deferred outflows - pensions
Deferred outflows - OPEB
Total Deferred Outflows of Resources

Liabilities
Current liabilities:
Accounts payable
Accrued expenses
Net OPEB liability
Total current liabilities

Non-current liabilities:
Net OPEB liability
Net pension liability
Total non-current liabilities

Total Liabilities

Deferred Inflows of Resources
Deferred inflows - pensions
Deferred inflows - OPEB
Total Deferred Inflows of Resources

Net Position
Net investment in capital assets
Restricted:
Expendable:
Unemployment
Other
Unrestricted
Total Net Position (Deficit)

The notes to the financial statements are an integral part of this statement.

298,204
702,785
125,028

1,126,017

620,652
33,049
12,544
32,478
24,696

723,419

1,849,436

296,318
12,760

309,078

33,658
63,261
7,331

104,250

175,590
2,760,408

2,935,998

3,040,248

283,563
21,211

304,774

723,419

15,000
687,785
(2,612,712)

(1,186,508)
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MADISON COUNTY LIBRARY SYSTEM
{a component unit of Madison County, Mississippi)

Statement of Activities
For the Year Ended September 30, 2018

Operating Revenues:

Auditorium Use Fees

City of Canten

City of Madison

City of Ridgeland

Town of Flora

Copies

Faxes

Madison County

MLC - Personnel Grant
Total Operating Revenues

Operating Expenses:
Salaries - payroll
Benefits
Salaries - payroll tax
Repairs and maintenance
Automation
Postage and shipping
Office supplies
Janitorial supplies
Professional fees
Insurance
Office equipment and furnitures
Automobile
Staff development and training
Telephone
Utilities
Library programs
SIRSI maintenance
Contractual services
Dues
Telecommunications
Travel
Depreciation
Total Operating Expenses

Operating Income (Loss)

Non-Operating Income (Expenses):
E-Rate Reimbursement
Friends of the Library Donations
Fines
Lost Books
Grants
Miscellaneous
Interest
Donations
LSTA Grant
Health insurance
Life insurance
MLC Grant
Unemployment reimbursement
Loss on disposal of assets
Total Non-Operating Income (Expenses)

Change in Net Position

Net Position (Deficit), Beginning , as previously reported
Prior Pericd Adjustments

Net Position (Deficit), Beginning, as restated

Net Position (Deficit), Ending

The note1s§o the fi ial are an integral part of this statement.

1,175
86,144
100,000
110,000
1,200
39,710
20,509
1,658,046
112,254
2,129,038

1,116,991
371,610
82,644
32,501
26,414
4,673
33,938
4,410
9,353
31,608
25,699
4,327
2,559
6,847
68,113
20,415
40,118
4,307
2,264
146,265
8,335
267,951
2,311,342

(182,304)

108,366
5,281
25,161
1,251
250
871
1,138
(281)
6,410
(113,564)
(1,874)
115,435
(351)
525
147,568

(34,736)

(970,712)

(181.060)
1,151,772

— (1151.772)
(1,186,508)



MADISON COUNTY LIBRARY SYSTEM
(a component unit of Madison County, Mississippi)

Statement of Cash Flows
For the Year Ended September 30, 2018

Cash Flows from Operating Activities

Receipts from customers 61,394
Receipts from other governments 2,033,034
Other operating cash receipts 5,590
Payments to employees (1,386,511)
Payments to suppliers of goods or services (504,006)
Net Cash Provided (Used) by Operating Activities 209,501
Cash Flows from Non-Capital Related Financing Activities
Donations 9,331
Grants 203,040
Other (95,928)
Net Cash Provided (Used) by Non-Capital Related Financing Activities 116,443
Cash Flows from Capital Related Financing Activities
Acquisition of capital assets (309,816)
Net Cash Provided (Used) by Capital Related Financing Activities (309,816)
Cash Flows from Investing Activites
Interest earned 1,138
Net Cash Provided (Used) by Investing Activities 1,138
Net Increase (Decrease) in Cash and Cash Equivalents 17,266
Cash and Cash Equivalents, Beginning 983,723
Cash and Cash Equivalents, Ending 1,000,989
Reconciliation of Operating Income (Loss) to Net Cash Provided (Used) by Operating Activities
Operating Income (Loss) $ (182,304)
Adjustments to reconcile operating income to net cash provided (used) by operating activities
Depreciation 267,951
Change in assets, deferred outflows, liabilities and deferred inflows:
Decrease (increase) in receivables (28,676)
Decrease (increase) in deferred outflows 138,610
Increase (decrease) in payables (34,441)
Increase (decrease) in accrued expenses 5,250
Increase (decrease) in net pension liability 92,353
Increase (decrease) in deferred inflows (49,242)
Net Cash Provided by Operating Activities $ 209,501

The notes to the financial statements are an integral part of this statement.
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Madison County Library System

Notes to the Financial Statements
For the Year Ended September 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Madison County Library System have been
prepared in conformity with generally accepted accounting principles (GAAP) as prescribed by
the by the Governmental Accounting Standards Board (GASB). GASB is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles. The
most significant of the Library’s accounting policies are described below.

A. Reporting Entity

The Library located in central Mississippi near the state capital, Jackson, is one of the
fifty-three public library systems in the state of Mississippi. The Library provides library
resources and services necessary to meet the informational, recreational and cultural needs
of the public.

Madison County Library System, a political subdivision, is a joint city-county public
library system. The Library is governed by an administrative Board of Library Trustees,
consisting of nine members: one from each of the four cities in Madison County: Canton,
Camden, Flora and Ridgeland, and one appointee from each of the five county
supervisors’ districts.

B. Basis of Accounting

The Library’s basic financial statements consists of the Statement of Net Position, the
Statement of Activities and the Statement of Cash Flows. These statements provide a
more detailed level of financial information.

The Statement of Net Position presents the financial condition of the Library at year end.
The Statement of Activities presents a comparison between operating revenues, non-
operating revenues and operating expenses and non-operating expenses for the Library’s
activities.

C. Measurement Focus and Basis of Accounting

In the Statement of Net Position and Statement of Activities, activities are presented using
the economic resources measurement focus and the accrual basis of accounting. Revenues
are recognized when earned, and expenses are recorded when the liability is incurred or
economic asset used. Revenues, expenses, gains, losses, assets, and liabilities resulting
from exchange and exchange-like transactions are recognized when the exchange takes
place.

19



Madison County Library System

Notes to the Financial Statements
For the Year Ended September 30, 2018

20

D. Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits, all certificates of
deposit and cash equivalents with maturities of 12 months or less. Cash and cash
equivalents are valued at cost.

E. Capital Assets

Capital assets, which include vehicles, furniture and furnishings and library materials are
capitalized at their estimated depreciable values. Library materials over 5 years have been
deemed to be fully depreciated and neither the cost nor the accumulated depreciation is
included. Depreciation is calculated on a straight-line basis for vehicles and equipment
and furnishings over the following estimated useful lives:

_Asset Years
Vehicles 5
Equipment and furnishings 5
Library materials 5

F. Equity Classification

Equity is classified as net position and displayed in three components:

1. Net investment in capital assets consists of capital assets, net of accumulated
depreciation, and reduced by outstanding balances of any related debt obligations
attributable to the acquisition, construction or improvement of those assets.

2. Restricted net position results when constraints placed on net position use are
either externally imposed or imposed by law through constitutional provisions or
enabling legislation.

3. Unrestricted net position consists of net position not meeting the definition of the
two preceding categories. Unrestricted net position often has constraints on
resources imposed by management which can be removed or modified.

When an expense is incurred for purposes for which both restricted and unrestricted net
position are available, management applies unrestricted net position first, unless a
determination is made to use restricted net position. The Library’s policy concerning
which to apply first varies with the intended use and legal requirements. Management
typically makes this decision on a transactional basis at the incurrence of the expense.



Madison County Library System

Notes to the Financial Statements
For the Year Ended September 30, 2018

NOTE 2 - CASH AND CASH EQUIVALENTS

The collateral pledged for public entities’ deposits in financial institutions is held in the name of
the State Treasurer under a program established by the Mississippi State Legislature and is
governed by Section 27-105-5, Miss. Code Ann. (1972). Under this program, the entity’s funds
are protected through a collateral pool administered by the State Treasurer. Financial institutions
holding deposits of public funds must pledge securities as collateral against those deposits. In the
event of failure of a financial institution, securities pledged by that institution would be liquidated
by the State Treasurer to replace the public deposits not covered by the Federal Deposit Insurance
Corporation.

At September 30, 2018 the carrying amount of the Library’s deposits with financial institutions
reported was $1,000,989 and the bank balance was $1,010,984. Of the bank balances, $250,000
was covered by federal depository insurance and the remainder of $760,984 was collateralized
with securities by the pledging financial institution’s agent in the Library’s name.

Custodial Credit Risk - Deposits. Custodial credit risk is defined as the risk that, in the event of
the failure of a financial institution, the Library will not be able to recover deposits or collateral
securities that are in the possession of an outside party. The Library does not have a deposit
policy for custodial credit risk. In the event of failure of a financial institution, securities pledged
by that institution would be liquidated by the State Treasurer to replace the public deposits not
covered by the Federal Deposit Insurance Corporation. Deposits above FDIC coverage are
collateralized by the pledging financial institution's trust department or agent in the name of the
Mississippi State Treasurer on behalf of the Library. As of September 30, 2018, none of the
Library’s bank balance of $1,010,984 was exposed to custodial credit risk.

NOTE 3 - CAPITAL ASSETS
Capital assets consist primarily of library materials, furniture, fixtures, equipment and vehicles that

are being depreciated on the straight-line basis over estimated useful lives of five years. The
changes in the capital assets accounts were as follows:

21



Madison County Library System

Notes to the Financial Statements

For the Year Ended September 30, 2018

Beginning Ending
Balance Additions Deletions Adjustments Balance
Depreciable capital assets:
Reading materials $ 3,765,268 277,341 4,042,609
Furniture and fixtures 756,167 19,722 775,889
Office equipment 222,788 4,475 218,313
Computer equipment 283,155 12,753 6,256 1,844 291,496
Vehicles 81,921 81,921
Total depreciable capital assets 5,109,299 309,816 10,731 1,844 5,410,228
Less accumulated depreciation for:
Reading materials 3,205,064 216,893 3,421,957
Furniture and fixtures 733,275 9,565 742,840
Office equipment 206,015 4,229 4,475 205,769
Computer equipment 237,896 26,854 5,731 259,019
Vehicles 46,814 10,410 57,224
Total accumulated depreciation 4,429,064 267,951 10,206 0 4,686,809
Total depreciable assets, net 680,235 41,865 525 1,844 723,419
Total capital assets, net $ 680,235 41,865 525 1,844 723,419

NOTE 4 - DEFINED BENEFIT PENSION PLAN

General Information about the Pension Plan

Plan Description. The Madison County Library System contributes to the Public
Employees' Retirement System of Mississippi (PERS), a cost-sharing, multiple-employer,

defined benefit pension plan. PERS provides retirement and disability benefits, annual

cost-of-living adjustments and death benefits to plan members and beneficiaries. Plan
provisions and the Board of Trustees’ authority to determine contribution rates are
established by Miss. Code Ann. Section 25-11-1 et seq., (1972, as amended) and may be

amended only by the State of Mississippi Legislature. PERS issues a publicly available
financial report that includes financial statements and required supplementary information.
That report may be obtained by writing to Public Employees' Retirement System of
Mississippi, PERS Building, 429 Mississippi Street, Jackson, MS 39201 or by calling
(601) 359-3589 or 1-800-444-PERS.

Benefits provided. Membership in PERS is a condition of employment granted upon hiring
for qualifying employees and officials of the State of Mississippi, state universities,
community and junior colleges, and teachers and employees of the public school districts.
For those persons employed by political subdivisions and instrumentalities of the State of
Mississippi, membership is contingent upon approval of the entity’s participation in PERS
by the PERS’ Board of Trustees. If approved, membership for the entity’s employees is a
condition of employment and eligibility is granted to those who qualify upon hiring.
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Madison County Library System

Notes to the Financial Statements
For the Year Ended September 30, 2018

Participating members who are vested and retire at or after 60 or those who retire
regardless of age with at least 30 years of creditable service (25 years of creditable service
for employees who became members of PERS before July 1, 2011) are entitled, upon
application, to an annual retirement allowance payable monthly for life in an amount equal
to 2.0 percent of their average compensation for each year of creditable service up to and
including 30 years (25 years for those who became members of PERS before July 1, 2011),
plus 2.5 percent for each additional year of creditable service with an actuarial reduction in
the benefit for each year of creditable service below 30 years or the number of years in age
that the member is below 65, whichever is less. Average compensation is the average of the
employee’s earnings during the four highest compensated years of creditable service.
Benefits vest upon completion of eight years of membership service (four years of
membership service for those who became members of PERS before July 1, 2007). PERS
also provides certain death and disability benefits. A Cost-of-Living Adjustment (COLA)
payment is made to eligible retirees and beneficiaries. The COLA is equal to 3.0 percent of
the annual retirement allowance for each full fiscal year of retirement up to the year in
which the retired member reaches age 60 (55 for those who became members of PERS
before July 1, 2011), with 3.0 percent compounded for each fiscal year thereafter. Plan
provisions are established and may be amended only by the State of Mississippi Legislature.

Contributions. At September 30, 2018, PERS members were required to contribute 9% of
their annual covered salary, and the Library is required to contribute at an actuarially
determined rate. The employer's rate at September 30, 2018 was 15.75% of annual
covered payroll. The contribution requirements of PERS members and employers are
established and may be amended only by the State of Mississippi Legislature. The Library’s
contributions (employer share only) to PERS for the years ending September 30, 2018,
2017, and 2016 were $168,667, $162,371, and $169,782, respectively, equal to the
required contributions for each year.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions

At September 30, 2018, the Library reported a liability of $2,760,408 for its proportionate
share of the net pension liability. The net pension liability was measured as of June 30,
2018, and the total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of that date. The Library’s proportion of the net
pension liability was based on a projection of the Library’s long-term share of contribution
to the pension plan relative to projected contributions of all participating entities,
actuarially determined. The Library’s proportionate share used to calculate the September
30, 2018 net pension liability was 0.016596 percent, which was based on a measurement
date of June 30, 2018. This was an increase of 0.000546 percent from its proportionate
share used to calculate the September 30, 2017 net pension liability, which was based on a
measurement date of June 30, 2017.
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For the year ended September 30, 2018, the Library recognized pension expense of
$341,936. At September 30, 2018 the Library reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual experience $ 90,912
Net difference between projected and actual earnings on 49,655
pension plan investments
Change of assumptions
Changes in proportion and differences between Library 162,910 233,908
contributions and proportionate share of contributions
Library contributions subsequent to the measurement date 42,496
Total $ 296,318 283,563

$42,496 reported as deferred outflows of resources related to pensions resulting from
Library contributions subsequent to the measurement date will be recognized as a
reduction to the net pension liability in the year ended September 30, 2019. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

Year ending September 30: Amount
2019 $ 26,362
2020 (1,030)
2021 (42,661)
2021 (12,412)
Total $ (29,741)

Actuarial assumptions. The total pension liability in the June 30, 2018 actuarial valuation
was determined using the following actuarial assumptions, applied to all periods included in
the measurement:
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Inflation 3.0 percent
Salary increases 3.25 - 18.50 percent, including inflation
Investment rate of return 7.75 percent, net of pension plan investment expense,

including inflation

Mortality rates were based on the RP-2014 Healthy Annuitant Blue Collar Table Projected
with Scale BB to 2022, with males rates set forward one year.

The actuarial assumptions used in the June 30, 2018 valuation were based on the results of
an actuarial experience study for the period July 1, 2012 to June 30, 2016. The experience
report is dated April 18, 2017.

The long-term expected rate of return on pension plan investments was determined using a
log-normal distribution analysis in which best-estimates ranges of expected future real rates
of return (expected nominal returns, net of pension plan investment expense and the
assumed rate of inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected
inflation. The target asset allocation and best estimates of arithmetic real rates of return for
each major asset class as of June 30, 2018, are summarized in the following table:

Target Long-Term Expected
Asset Class Allocation Real Rate of Return
U.S. Broad 27.00% 4.60%
International Equity 18.00% 4.50%
Emerging Markets Equity 4.00% 4.75%
Global 12.00% 4.75%
Fixed Income 18.00% 0.75%
Real Estate 10.00% 3.50%
Private Equity 8.00% 5.10%
Emerging Debt 2.00% 2.50%
Cash 1.00% 0.00%

Total 100%

Discount rate. The discount rate used to measure the total pension liability was 7.75
percent. The projection of cash flows used to determine the discount rate assumed that
plan member contributions will be made at the current contribution rate (9.00%) and that
employer contributions will be made at the current employer contribution rate (15.75%).
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Based on those assumptions, the pension plan’s fiduciary net position was projected to be
available to make all projected future benefit payments of current plan members. Therefore,
the long-term expected rate of return on pension plan investments was applied to all
periods of projected benefit payments to determine the total pension liability.

Sensitivity of the Library’s Proportionate Share of the Net Pension Liability to Changes in
the Discount Rate. The following presents the Library’s proportionate share of the net

pension liability calculated using the discount rate of 7.75 percent, as well as what the
Library’s proportionate share of the net pension liability would be if it were calculated
using a discount rate that is 1-percentage-point lower (6.75 percent) or 1-percentage-point
higher (8.75 percent) than the current rate:

Current
1% Discount
Decrease Rate 1% Increase
(6.75%) (7.75%) (8.75%)
Library’s proportionate share of $ 3,634,665 $ 2,760,408 $ 2,033,785

the net pension liability

Pension Plan Fiduciary Net Position. Detailed information about the pension plan’s
fiduciary net position is available in the separately issued PERS financial report.

NOTE 5 - OTHER POSTEMPLOYMENT BENEFITS (OPEB)
General Information about the OPEB Plan.

Plan description. State law mandates that all state, public education, library, junior and
community college and retiring employees be offered health and life benefit coverage
through the State and School Employees’ Life and Health Insurance Plan (the Plan). The
Plan was established by Section 25-15-3 et. seq., Mississippi Code Ann. (1972), which may
be amended only by the State Legislature. The State and School Employees® Health
Insurance Management Board (the Board) administers the Plan. The Board has the sole
legal authority to promulgate rules and regulations governing the operations of the Plan
within the confines of the law governing the Plan. The Plan is self-insured and is financed
through premiums collected from employers, employees, retirees and COBRA participants.
The Plan provides for Other Postemployment Benefits (OPEB) as a multiple-employer
defined benefit OPEB plan for units of state government, political subdivisions, community
colleges and school districts.. A trust was created June 28, 2018 for the OPEB Plan and,
the Plan is considered a cost-sharing multiple-employer defined benefit OPEB plan. The
plan does not issued a stand-alone financial report.
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Benefits provided.

The Plan was formed by the State Legislature to provide group health and life benefits to
full-time active and retired employees of the State, agencies, universities, community/junior
colleges, public school districts and public libraries. In addition, the spouse and/or children
of covered employees and retirees, as well as surviving spouses and COBRA participants,
may be eligible for health insurance coverage under the Plan. Benefits of the OPEB Plan
consist of an implicit rate subsidy, which is essentially the difference between the average
cost of providing health care benefits to retirees under age 65 and the average cost of
providing health care benefits to all participants when premiums paid by retirees are not
age adjusted. Employees’ premiums are funded primarily by their employers. Retirees
must pay their own premiums, as do active employees for spouse and dependent medical
coverage. The Board has the sole authority for setting life and health insurance premiums
for the Plan. Per Section 12-15-15 (10) Mississippi Code Ann. (1972), a retired employee
electing to purchase retiree life and health insurance must pay the full cost of such
insurance premium deducted monthly from his state retirement plan check or direct billed
for the cost of the premium if the retirement check is sufficient to pay for the premium. If
the Board determined actuarially that the premium paid by the participating retirees
adversely affects the overall cost of the Plan to the State, then the Board may impose a
premium surcharge, not to exceed 15%, upon such participating retired employees who are
under the age for Medicare eligibility and who are initially employed before January 1,
2006. For participating retired employees who are under the age for Medicare eligibility
and who are initially employed on or after January 1, 2006, the Board may impose a
premium surcharge in an amount the Board determined actuarially to cover the full cost of
insurance. The Plan offers a Base option and a Select option for health benefits for non-
Medicare participants. The Plan includes a separate coverage level for Medicare eligible
retirees, Medicare Eligible surviving spouses, and Medicare eligible dependents of retirees
and surviving spouses.

Contributions.

The Board has the sole authority for setting life and health insurance premiums for the
Plan. The required premiums vary based on the plan selected and the type of participant.
Employers pay no premiums for retirees while employees’ premiums are funded primarily
by their employer. Contributions to the OPEB plan from the Library were $0 for the year
ended September 30, 2018.
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OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources related to OPEB

At September 30, 2018, the Library reported a liability of $182,921 for its proportionate
share of the net OPEB liability. The net OPEB liability was measured as of June 30, 2017,
and the total OPEB liability used to calculate the net OPEB liability was determined by an
actuarial valuation as of that date. The basis for the Library’s proportion is determined by
comparing the employer’s average monthly employees participating in the Plan with the
total average employees participating in the Plan in the fiscal year of all employers. The
allocation was utilized because the level of premiums contributed by each employer is the
same for any employee regardless of plan participation elections made by the employee. At
the measurement date of June 30, 2018, the Library’s proportion was 0.02364700 percent.
This was an increase of 0.00178071 percent from the proportionate share as of the
measurement date of June 30, 2017.

For the year ended September 30, 2018, the Library recognized OPEB expense of $8,468.
At September 30, 2018, the Library reported deferred outflows of resources and deferred
inflows of resources related to OPEB from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Differences between expected and actual $ 372 5
experience
Change of assumptions 13,034
Changes in proportion and differences
between Library contributions and
proportionate share of contributions 12,388 8,177
Total $ 12,760 $ 21,211

$0 reported as deferred outflows of resources related to OPEB resulting from Library
contributions subsequent to the measurement date will be recognized as a reduction to the
net OPEB liability in the year ended September 30, 2019. Other amounts reported as
deferred outflows of resources and deferred inflows of resources related to OPEB will be
recognized in OPEB expense as follows:
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Year Ending September 30:

2019 $ (2,006)
2020 (2,006)
2021 (2,006)
2022 (2,006)
2023 (985)
Thereafter 558
Total 5 (8,451)

Actuarial assumptions. The total OPEB liability in the June 30, 2018 actuarial valuation
was determined using the following actuarial assumptions, applied to all periods included in
the measurement, unless otherwise specified:

Inflation 3.00 percent
Salary increases 3.25 - 18.50 percent, including wage inflation

Long-term Investment Rate of Return,
net of OPEB plan investment expense,
including inflation 4.50 percent

Municipal Bond Index Rate
Measurement Date 3.89 percent
Prior Measurement Date 3.56 percent

Year FNP is projected to be depleted
Measurement Date 2018
Prior Measurement Date 2017

Single Equivalent Interest Rate, net of
OPEB plan investment expense, including

inflation
Measurement Date 3.89 percent
Prior Measurement Date 3.56 percent
Health Care Cost Trends

Medicare Supplement Claims  7.25 percent for 2018 decreasing to an ultimate
Pre-Medicare rate of 4.75 percent by 2028
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Both pre-retirement and post-retirement mortality rates were based on the RP 2014
Healthy Annuitant Blue Collar Table projected with Scale BB to 2022, male rates set
forward 1 year and adjusted by 106% for males at all ages, and females adjusted to 90%
for ages less than 76, 95% for age 76, 105% for age 78 and 110% for ages 79 and greater.
Post-disability mortality rates were based on the RP 2014 Disabled Retiree Mortality Table
set forward 4 years for males and 3 years for females.

The demographic actuarial assumptions used in the June 30, 2018 valuation were based on
the results of an actuarial experience study dated April 18, 2017.

The remaining actuarial assumptions (e.g., initial per capita costs, health care cost trends,
rate of plan participation, rates of plan election, etc.) used in the June 30, 2018 valuation
were based on a review of recent plan experience done concurrently with the June 30, 2018
valuation.

The plan had no assets as of the measurement date of 2018.

Discount rate. The discount rate used to measure the total OPEB liability at June 30, 2018
was 3.89 percent. Since the Prior Measurement Date, the Discount Rate has changed from
3.56% to 3.89%.

The discount rate determination will use a municipal bond rate to the extent the trust is
projected to run out of money before all benefits are paid. The rate used, if necessary, for
this purpose is the average of the Bond Buyer General Obligation 20-year Municipal Bond
Index Rates during the month of June published at the end of each week by the Bond
Buyer.

Sensitivity of the Library’s proportionate share of the net OPEB liability to changes in the
discount rate. The following presents the Library’s proportionate share of the net OPEB
liability, as well as what the Library’s proportionate share of the net OPEB liability would
be if it were calculated using a discount rate that is 1-percentage-point lower (2.89
percent) or 1-percentage point higher (4.89 percent) than the current discount rate:

1% Discount 1%
Decrease Rate Increase
(2.89%) (3.89%) (4.89%)
Net OPEB liability $ 202,764 $ 182,921 $ 165,856

Sensitivity of the Library’s proportionate share of the net OPEB liability to changes in the
healthcare cost trend rates. The following presents the Library’s proportionate share of
the net OPEB liability, as well as what the Library’s proportionate share of the net OPEB
liability would be if it were calculated using healthcare cost trend rates that are 1-
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percentage-point lower or 1-percentage-point higher than the current healthcare cost trend
rates:

Healthcare Cost
1% Trend Rates 1%
Decrease Current Increase
Net OPEB liability $ 169,446 $ 182,921 $ 198,226

OPEB plan fiduciary net position. The fiduciary net position for the OPEB plan was zero
as of June 30, 2018, the measurement date. Therefore, no separately issued financials were
prepared. Detailed information about the OPEB plan’s fiduciary net position for June 30,
2019 and going forward will be available in separately issued financial reports available on
the Mississippi Department of Finance and Administration’s website.

NOTE 6 - RELATED ENTITIES

The Madison County Library System has related entities known as the Friends of the
Library. These are non-profit organizations which raise funds to assist in various expenses
of the Library. A condensed unaudited combined statement of the Friends’ organizations is

as follows:

Condensed Statement of Net Position

Library
Camden Canton Flora Ridgeland Madison Foundation Total
Assets
Cash 386 6,778 4,595 18,817 28,073 60,243 118,892
Investments 45,508 45,508
Total Assets 386 6,778 4,595 64,325 28,073 60,243 164,400
Net Position 386 6,778 4,595 64,325 28,073 60,243 164,400
Condensed Statement of Activities
Library
Camden Canton Flora Ridgeland Madison Foundation Total
Revenues $ 50 1,256 10,387 12,162 60,312 84,167
Expenses 102 3,825 3,976 7,927 10,922 69 26,821
Change in net position (102) (3,775) (2,720) 2,460 1,240 60,243 57,346
Net Position, Beginning 488 10,553 7,315 61,865 26,833 0 107,054
Net Position, Ending $ 386 6,778 4,595 64,325 28,073 60,243 164,400

31



Madison County Library System

Notes to the Financial Statements
For the Year Ended September 30, 2018

NOTE 7 - GRANT AWARDS

The following is a summary, by subgrant number, of all funds received from the
Mississippi Library Commission for the year ended September 30, 2018.

Funding Source: State

SH18-360-26-0 Health Insurance Grant $ 85,084
SH19-360-26-0 Health Insurance Grant 28,480
SL18-361-26-0 Life Insurance Grant 1,397
SL19-361-26-0 Life Insurance Grant 474
SP18-362-26-0 Personnel Grant 85,594
SP19-362-26-0 Personnel Grant 26,660

Funding Source: Federal

FIA18-1412-26-0 Information Access 3,000
FLL18-1914-26-0 Lifeling Learning 3,000
FPD18-1910-26-0 Professional Development Grant 3,500

Total $ 237,189

NOTE 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 certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

NOTE 9 - ECONOMIC DEPENDENCE
The Library receives a substantial amount of its support from state and local governments.

A significant reduction in this level of support, should it occur, may have a material effect
on the Library's programs and activities.
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NOTE 10 - RISK MANAGEMENT

The Library is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; business interruption; errors and omissions; employee injuries and
illnesses; natural disasters and employee health and accident benefits. The Library carries
commercial insurance for claims arising from such matters. Settled claims have not
exceeded this commercial coverage in any of the three preceding years.

NOTE 11 - CONTINGENCIES

Federal Grants - The Library has received federal grants for specific purposes that are
subject to audit by the grantor agencies. Entitlements to these resources are generally
conditional upon compliance with the terms and conditions of the grant agreements and
applicable federal regulations, including the expenditure of resources for allowable
purposes. Any disallowance resulting from the grantor audit may become a liability of the
Library.

Litigation - The Library is party to legal proceedings, many of which occur in the normal
course of governmental operations. It is not possible at the present time to estimate the
outcome or liability, if any, of the Library with respect to the various proceedings.

NOTE 12 - SUBSEQUENT EVENTS

Events that occur after the Statement of Net Position date but before the financial
statements are available to be issued must be evaluated for recognition or disclosure. The
effects of subsequent events that provide evidence about conditions that existed at the
Statement of Net Position date are recognized in the accompanying financial statements.

Subsequent events which provide evidence about conditions that existed after the Statement

of Net Position date require disclosure in the accompanying notes. Management of the
Madison County Library System evaluated the activity of the Library through the date the
financial statements were available to be issued, and determined no subsequent events have
occurred requiring disclosure in the notes to the financial statements.
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REQUIRED SUPPLEMENTARY INFORMATION



Operating Revenues:
Auditorium use fees
City of Canton
City of Madison
City of Ridgeland
Copy and fax
Madison County
Personnel grant
Town of Flora

Total Operating Revenues

Operating Expenses:
Salaries - payroll
Benefits
Salaries - payroll tax
Repairs and maintenance
Automation
Postage and shipping
Office supplies
Janitorial supplies
Professional fees
Insurance
Office equipment and fumitures
Automobile
Staff development and training
Telephone
Utilities
Library programs
SIRS| maintenance
Contractual services
Dues
Summer reading donation
Tech services supplies
Telecommunications
Travel

Total Operating Expenses

Operating Income (Loss)

Non-Operating Income (Expenses:
MLC Grant
E-rate reimbursement
Fines
LSTA grant
Friends of the library donations
Lost bocks
Interest
Grants
Miscellaneous
Health insurance
Life insurance
Loss on disposal of assets
Unemployment reimbursement
Donations

MADISON COUNTY LIBRARY SYSTEM
. . Required Supplementary Information
Statement of Actual and Budgeted Revenues and Expenses
For the Year Ended September 30, 2018

Total Non-Operating Income (Expenses)

Change in Net Position

Net Position (Deficit), Beginning, as previously reported

Prior Period Adjustments

Net Position (Deficit), Beginning, as restated

Net Position (Deficit), Ending

The notes to the requi J y inf

are an integral part of this schedule.

Variance
Favorable
Actual Budgeted (Unfavorable)
1,175 900 275
86,144 92,000 (5.856)
100,000 100,000 -
110,000 110,000 -
60,219 45,000 15,219
1,658,046 1,619,454 38,592
112,254 107,335 4,919
1,200 1,200 -
2,129,038 2,075,889 53,149
1,116,991 1,147,335 30,344
371,610 261,000 (110,610)
82,644 (82,644)
32,501 26,159 (6.342)
26,414 14,500 (11,914)
4,673 5,000 327
33,938 31,500 (2,438)
4,410 5,000 580
9,353 8,715 (638)
31,608 31,608 -
25,699 33,000 7,301
4,327 30,000 25,673
2,559 1,401 (1.158)
6,847 10,000 3,153
68,113 78,000 9,887
20,415 285,169 264,754
40,118 40,118 (0)
4,307 20,000 15,693
2,264 1,385 (879)
18,000 18,000
3,000 3.000
146,265 150,000 3,735
8,335 10,000 1,665
2,043,391 2,210,889 167,498
85,647 (135,000) (114,349)
115,435 115,435
108,366 135,000 (26,634)
25,161 25,161
6,410 6,410
5,281 5,281
1,251 1,251
1,138 1,138
250 250
871 871
(113,564) (113,564)
(1.874) (1,874)
(525) (525)
(351) (351)
(281) (281)
147,568 135.000 12,568
233,215 {0) {233.215)
(970,712) 0 (970,712)
(181,060 0 {181.060)
1,151,772 0 (1.161.772)
(918,557) 0 (918,557)




Madison County Library System

Schedule of the Library’s Proportionate Share of the Net Pension Liability
Last 10 Fiscal Years*

For the Year Ended September 30, 2018

2018 2017 2016 2015 2014

Library’s proportion of the net pension liability (asset) 0.016596% 0.016050% 0.016957% 0.016103% 0.016429%
Library’s proportionate share of the net pension liability (asset) $ 2,760,408 2,668,055 3,028,944 2,489,206 1,994,180
Library's covered payroll $ 1,059,816 1,029,606 1,084,794 1,006,025 1,004,330
Library's proportionate shere of the net pension liability (asset)

as a percentage of its covered payroll 260.46% 259.13% 279.22% 247.43% 198.56%
Plan fiduciary net position as a percentage of the total

pension liability 62.54% 61.49% 57.47% 61.70% 67.21%

* The amounts presented for each fiscal year were determined as of the twelve months ended at the measurement date of June 30 of the fiscal year
presented. This schedule is presented to illustrate the requi to show infc jon for 10 years. However, GASB Statement No. 68 was
implemented for the fiscal year ended September 30, 2015, and, until a full 10 year trend is compiled, the Library has only presented
information for the years in which information is available.

The accompanying notes to the Required Supplementary Information are an integral part of this schedule.



Madison County Library System
Schedule of Library Contributions

Last 10 Fiscal Years*

For the Year Ended September 30, 2018

Contractually required contribution
Contributions in relation to the contractually required contribution

Contribution deficiency (excess)
Library's covered payroll

Contributions as a p ge of covered payroll

* This schedule is presented to illustrate the requirement to show information for 10 years. |

$

2018 2017 2016 2015 2014
168,667 162,371 169,782 160,208 158,889
168,667 162,371 169,782 160,208 158,889

1,070,902 1,030,927 1,077,981 1,017,194 1,008,819
15.75% 15.75% 15.75% 15.75% 15.75%
H , GASB S No. 68 was impl d for the fiscal year ended

September 30, 2015, and, until, a full 10 year trend is compiled, the Library has only presented information for the years in which information is available.

The accompanying notes to the Requi pp Y

ion are an i

gral part of this schedule.
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Schedule of the Library's Proportionate Share of the Net OPEB Liability

OPEB
Last 10 Fiscal Years*
Library's proportion of the net OPEB liability

Library's proportionate share of the net OPEB liability
(asset)

Library's covered-employee payroll

Library's proportionate share of the net OPEB liability
(asset) as a percentage of its covered-employee payroll

Plan fiduciary net position as a percentage of the total
OPEB liability

2018

182,921

0.02364700%

1,069,538 **

17.10%

0.00%

The notes to the required supplementary information are an integral part of this schedule.

* The amounts presented for each fiscal year were determined as of the measurement

date of 6/30 of the year prior to the fiscal year presented.

** The amount used to calculate this figure was based on the Plan's covered-employee

payroll as of the measurement date.

This schedule is presented to illustrate the requirement to show information for 10 years.
However, until a full 10-year trend is compiled, the Library has only presented information

for the years in which information is available.
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Schedule of Library Contributions
OPEB

Last 10 Fiscal Years*

2018

Contractually required contribution $ -

Contributions in relation to the contractually
required contribution -

Contribution deficiency (excess) $ -

Library's covered-employee payroll 1,007,776

Contributions as a percentage of covered-employee payroll 0.00%

The notes to the required supplementary information are an integral part of this schedule.

* This schedule is presented to illustrate the requirement to show information for 10 years.

However, GASB 75 was implemented in FYE 6/30/18, and, until a full 10-year trend is
compiled, the Library has only presented information for the years in which information
available.

39



Madison County Library System

Notes to the Supplementary Information
For the Year Ended September 30, 2018

Budgetary Comparison Schedule

1

2)

Basis of Presentation

The Budgetary Comparison Schedule presents the original legally adopted budget,
and the actual data on the GAAP basis and variances between the budget and the
actual data.

Budget Amendments and Revisions

The budget is adopted by the Library and filed with the taxing authority.
Amendments can be made on the approval of the Library board. A budgetary
comparison is presented consistent with accounting principles generally accepted in
the United States of America.

Pension Schedules

M

40

Changes of assumptions

2015:

The expectation of retired life mortality was changed to the RP-2014 Healthy Annuitant
Blue Collar Table projected to 2016 using Scale BB rather than the RP-2000 Mortality
Table, which was used prior to 2015.

The expectation of disabled mortality was changed to the RP-2014 Disabled Retiree Table,
rather than the RP-2000 Disabled Mortality Table, which was used prior to 2015.

Withdrawal rates, pre-retirement mortality rates, disability rates and service retirement
rates were also adjusted to more closely reflect actual experience.

Assumed rates of salary increase were adjusted to more closely reflect actual and
anticipated experience.

The price inflation and investment rate of return assumptions were changed from 3.50% to
3.00% and 8.00% to 7.75% respectively.

2016:

The assumed rate of interest credited to employee contributions was changed from 3.50%
to 2.00%.
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2017:

The expectation of retired life mortality was changed to the RP-2014 Healthy Annuitant
Blue Collar Mortality Table projected with Scale BB to 2022. Small adjustments were
also made to the Mortality Table for disabled lives.

The wage inflation assumption was reduced from 3.75% to 3.25%.

Withdrawal rates, pre-retirement mortality rates, disability rates and service retirement
rates were also adjusted to more closely reflect actual experience.

The percentage of active member disabilities assumed to be in the line of duty was
increased from 6% to 7%.

) Changes in benefit provisions
2016:

Effective July 1, 2016, the interest rate on employee contributions shall be calculated
based on the money market rate as published by the Wall Street Journal on December 31
of each preceding year with a minimum rate of one percent and a maximum rate of five
percent.

3) Method and assumptions used in calculations of actuarially determined contributions.
The actuarially determined contribution rates in the schedule of employer contributions
are calculated as of June 30, two years prior to the end of the fiscal year in which
contributions are reported (June 30, 2015 valuation for the June 30, 2017 fiscal year
end). The following actuarial methods and assumptions were used to determine the most
recent contribution rate reported in that schedule:

Actuarial cost method Entry age

Amortization method Level percentage of payroll, open

Remaining amortization period  33.9 years

Asset valuation method 5-year smoothed market

Price Inflation 3.00 percent

Salary increase 3.75 percent to 19.00 percent, including inflation

Investment rate of return 7.75 percent, net of pension plan investment
expense, including inflation

OPEB Schedules

)] Changes of assumptions

2017:
The discount rate was changed from 3.01% for the prior Measurement Date to 3.56% for
the current Measurement Date.
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2018:
The discount rate was changed from 3.56% for the prior Measurement Date to 3.89% for
the current Measurement Date.

The healthcare cost trend rates was changed from 7.75% for the prior Measurement Date
to 7.25% for the current Measurement Date.

Changes in benefit provisions

Methods and assumptions used in calculation of Actuarially Determined Contributions.
The Actuarially Determined Contributions rates, as a percentage of payroll, used to
determine the Actuarially Determined Contribution amounts in the Schedule of Employer
Contributions are calculated as of the most recent Valuation Date. The following actuarial
methods and assumptions (from the June 30, 2016 actuarial valuation) were used to
determine contribution rates reported in that schedule for the year ending June 30, 2017:

Actuarial cost method Entry age

Amortization method Level dollar

Amortization period 30 years, open

Asset valuation method Market Value of Assets
Price Inflation 3 percent
Salary increases, including wage inflation 3.25 percent to 18.50 percent

Initial health care cost trend rates Medicare
Supplement Claims Pre-Medicare 7.75 percent

Ultimate health care cost trend rates Medicare
Supplement Claims Pre-Medicare 5.00 percent

Year of ultimate trend rates Medicare
Supplement Claims Pre-Medicare 2022
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C)

&)

Long-term investment rate of return, net of
OPEB plan investment expense, including
price inflation 3.56 percent

2018:

Methods and assumptions used in calculation of Actuarially Determined Contributions.
The Actuarially Determined Contributions rates, as a percentage of payroll, used to
determine the Actuarially Determined Contribution amounts in the Schedule of Employer
Contributions are calculated as of the most recent Valuation Date. The following actuarial
methods and assumptions (from the June 30, 2018 actuarial valuation) were used to
determine contribution rates reported in that schedule for the year ending June 30, 2018:

Actuarial cost method Entry age

Amortization method Level dollar

Amortization period 30 years, open

Asset valuation method Market Value of Assets
Price Inflation 3 percent
Salary increases, including wage inflation 3.25 percent to 18.50 percent

Initial health care cost trend rates Medicare
Supplement Claims Pre-Medicare 7.25 percent

Ultimate health care cost trend rates Medicare
Supplement Claims Pre-Medicare 5.00 percent

Year of ultimate trend rates Medicare
Supplement Claims Pre-Medicare 2022

Long-term investment rate of return, net of
OPEB plan investment expense, including
price inflation 3.89 percent

Under GASB 75, employers are also required to consider any implicit subsidy that may be
occurring. Medical costs generally increase with advancing age. Therefore, the medical
costs for the retiree group are higher than the medical costs for the employee group, even
taking Medicare into account. Stated another way, when a plan includes both employees
and retirees, the blended premiums are almost always higher than what the premiums
would be for employees, and lower than what the premiums would be for retirees, if each
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group were rated separately. The premium rate difference is referred to as the implicit rate
subsidy.
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REPORT ON INTERNAL CONTROL AND COMPLIANCE
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FORTENBERRYXBALLARD, PC

CERTIFIED PUBLIC ACCOUNTANTS

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

Board of Trustees
Madison County Library System

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States,
the financial statements of Madison County Library System, a component unit of Madison
County, as of and for the year ended September 30, 2018, and the related notes to the
financial statements, which collectively comprise the Madison County Library System’s
basic financial statements, and have issued our report thereon dated May 8, 2019.

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 entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

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

1929 SPILLWAY ROAD, SUITE B
BRANDON, MISSISSIPPI 39047

TELEPHONE 601992-5292 FAX 601-992-2033
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Madison County Library
System’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.

Purpose of this Report

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

forTeuseaky 4 Batians, ¢

Fortenberry & Ballard, PC Certified Public Accountants
May 8, 2019
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Madison County Library System
Schedule of Findings and Responses
For the Year Ended September 30, 2018

Section I: Summary of Auditor’s Results

Financial Statements:
1. Type of auditor’s report issued: Unmodified.

2. Internal control over financial reporting:
a. Material weakness(es) identified? No.
b.  Significant deficiency(ies) identified? None reported.

3. Noncompliance material to financial statements noted? No.

Section II: Financial Statements Findings

The results of our tests did not disclose any findings related to the financial statements that
are required to be reported by Government Auditing Standards.
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