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INDEPENDENT AUDITORS’ COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE 
 

September 26, 2014 
 
 
Board of Trustees 
Kalamazoo Public Library 
Kalamazoo, Michigan 
 
We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of the Kalamazoo Public Library (the “Library”) as of and for 
the year ended June 30, 2014, and have issued our report thereon dated September 26, 2014. 
Professional standards require that we advise you of the following matters relating to our audit. 
 
Our Responsibility in Relation to the Financial Statement Audit 
 
As communicated in our engagement letter dated June 16, 2014, our responsibility, as described by 
professional standards, is to form and express opinions about whether the financial statements that 
have been 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 respective responsibilities.  
 
Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain 
reasonable, rather than absolute, assurance about whether the financial statements are free of 
material misstatement. An audit of financial statements includes consideration of internal control over 
financial reporting as a basis for designing 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 
over financial reporting. Accordingly, as part of our audit, we considered the internal control of the 
Library solely for the purpose of determining our audit procedures and not to provide any assurance 
concerning such internal control. 
 
We are also responsible for communicating significant matters related to the audit that are, in our 
professional judgment, relevant to your responsibilities in overseeing the financial reporting process. 
However, we are not required to design procedures for the purpose of identifying other matters to 
communicate to you. 
 
We have provided our findings regarding internal control over financial reporting and compliance noted 
during our audit in a separate letter to you dated September 26, 2014. In addition, we noted certain 
other matters which are included in Attachment A to this letter.  
 
Planned Scope and Timing of the Audit 
 
We performed the audit according to the planned scope and timing previously communicated to you in 
our engagement letter and in our meeting about planning matters on July 14, 2014.  
 
Compliance with All Ethics Requirements Regarding Independence 
 
The engagement team, others in our firm, as appropriate, and our firm has complied with all relevant 
ethical requirements regarding independence. 
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Qualitative Aspects of the Library’s Significant Accounting Practices 
 
Significant Accounting Policies  
 
Management has the responsibility to select and use appropriate accounting policies. A summary of the 
significant accounting policies adopted by the Library is included in Note 1 to the financial statements. 
 
For the year ended June 30, 2014, the Library modified its method for estimating the likelihood that a 
current employee covered under the retirement incentive program will remain employed until 
retirement, thereby qualifying for the supplemental payment. In previous years, the Library utilized an 
estimated percentage to quantify the liability (which is reported only in the full-accrual, government-
wide statements). In the current year, the Library calculated the probability of each employee 
remaining until retirement following a statistical table provided by the Governmental Accounting 
Standards Board (GASB). The probability-adjusted liability by person was substantially higher than the 
calculation based on the estimated percentage used in the past. This change in estimate was 
accounted for in the current year statement of activities.  
 
No matters have come to our attention that would require us, under professional standards, to inform 
you about (1) the methods used to account for significant unusual transactions and (2) the effect of 
significant accounting policies in controversial or emerging areas for which there is a lack of 
authoritative guidance or consensus.  
 
Significant Accounting Estimates 
 
Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s current judgments. Those judgments are normally based on 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 markedly from management’s 
current judgments. 

 
The most sensitive accounting estimates affecting the financial statements were: 

 
 Management’s estimate of the useful lives of depreciable capital assets is based on the 

length of time it is believed that those assets will provide some economic benefit in the 
future. 

 
 Management’s estimate of the accrued compensated absences is based on current hourly 

rates and policies regarding payment of earned but unused vacation time.  
 

 Management’s estimate of the liability for retirement incentive payments to qualifying 
employees is based on provisions of bargaining unit agreements, current hourly rates, and a 
table of probability factors from the GASB representing the likelihood that an employee 
will remain employed until retirement.  

 
 Management’s estimate of the allowance for uncollectible receivable balances is based on 

past experience and future expectation for collection of delinquent personal property taxes 
receivable. 

 
 The assumptions used in the actuarial valuations of the MERS defined-benefit pension 

benefits plan is based on historical trends and industry standards. 
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We evaluated the key factors and assumptions used to develop these estimates and determined that 
they are reasonable in relation to the basic financial statements taken as a whole and in relation to the 
applicable opinion units. 
 
Significant Difficulties Encountered During the Audit 
 
We encountered no significant difficulties in dealing with management relating to the performance of 
the audit. 
 
Uncorrected and Corrected Misstatements 
 
For purposes of this communication, professional standards require us to accumulate all known and 
likely misstatements identified during the audit, other than those that we believe are trivial, and 
communicate them to the appropriate level of management. Further, professional standards require us 
to also communicate the effect of uncorrected misstatements related to prior periods on the relevant 
classes of transactions, account balances or disclosures, and the financial statements as a whole and 
each applicable opinion unit. In addition, professional standards require us to communicate to you all 
material, corrected misstatements that were brought to the attention of management as a result of 
our audit procedures. 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, professional standards define a disagreement with management as a 
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or 
auditing matter, which could be significant to the Library’s financial statements or the auditors’ 
report. No such disagreements arose during the course of the audit. 
 
Representations Requested from Management 
 
We have requested certain written representations from management, which are included in 
Attachment C to this letter. 
 
Management’s Consultations with Other Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and 
accounting matters. Management informed us that, and to our knowledge, there were no consultations 
with other accountants regarding auditing and accounting matters. 
 
Other Significant Matters, Findings, or Issues 
 
In the normal course of our professional association with the Library, we generally discuss a variety of 
matters, including the application of accounting principles and auditing standards, operating and 
regulatory conditions affecting the entity, and operational plans and strategies that may affect the 
risks of material misstatement. None of the matters discussed resulted in a condition to our retention 
as the Library’s auditors. 
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Other Information in Documents Containing Audited Financial Statements 
 
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 as a whole. 
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 statements or to the financial statements themselves.  
 
Upcoming Changes in Accounting Standards 
 
Generally accepted accounting principles (GAAP) are continually changing in order to promote the 
usability and enhance the applicability of information included in external financial reporting. While it 
would not be practical to include an in-depth discussion of every upcoming change in professional 
standards, Attachment B to this letter contains a brief overview of recent pronouncements of the 
Governmental Accounting Standards Board (GASB) and their related effective dates. Management is 
responsible for reviewing these standards, determining their applicability, and implementing them in 
future accounting periods. 
 
This information is intended solely for the use of the governing body and management of the 
Kalamazoo Public Library and is not intended to be and should not be used by anyone other than these 
specified parties. 
 

Very truly yours, 
 

 

  



KALAMAZOO PUBLIC LIBRARY

Attachment A - Comments and Recommendations
For the June 30, 2014 Audit

Documented Review and Approval of Cash Receipts

The Library has assigned a single individual with the responsibility for the preparing the deposit slip,
physically (or at times, electronically) remitting the deposit to the bank, and comparing the bank deposit to
the supporting documentation (i.e., cash register reports, remittance advices, subsidiary detail, etc.). We
noted one instance in which the bank deposit did not agree to the supporting cash register report; however,
there was no documentation or notation for the discrepancy. In order to safeguard the assets of the Library
and provide for a clear audit trail, we recommend that variances between the supporting documentation
and actual cash receipt be explained in writing and attached to the deposit. An independent individual
should compare the general ledger posting to the deposit slip and supporting documentation to ensure the
amounts agree. For administrative convenience, it would acceptable for this step to occur monthly as part
of the bank reconciliation process. In order to document the controls in place, we encourage the individuals
involved in both the preparation and review process to sign or initial and date the paperwork. 

In addition, we noted one instance in which a check made out to the Library was inadvertently left in a
drawer and not deposited for a period of nearly two months. The check was ultimately deposited with the
bank and the revenue has been accounted for in the year-end financial statements. This appears to be an
isolated incident. 

During our audit, we became aware of certain other matters that are opportunities for strengthening
internal control and/or improving operating efficiency. This memorandum summarizes our comments and
recommendations regarding those matters. Our consideration of the Library's internal control over financial
reporting is described in our report, dated September 26, 2014, issued in accordance with Government 
Auditing Standards. This memorandum does not affect that report or our report dated September 26, 2014,
on the financial statements of the Kalamazoo Public Library.

Best Practices for Capital Assets and Depreciation

Accounting standards require that assets with an estimated useful life beyond one year be capitalized and
depreciated systematically in the Library's government-wide financial statements in order to spread the
cost over the period of expected use. The Library's current policy specifies a threshold of $1,000 for
recording capital assets. This amount is quite low for a government the size of the Library and may be
creating an unnecessary administrative burden to track, tag, and account for such assets. Conversely, the
Library's practice has been to expense all building improvements and software purchases, items which
technically qualify as "capital assets" and are often well over the $1,000 threshold. While this inconsistency
may not result in a material misstatement of the Library's financial statements, we recommend a
comprehensive review and revision of the Library's capitalization policies and procedures. The Library may
want to consider establishing different thresholds for capitalization based on the type of asset. For
example, it may be prudent to only capitalize significant building improvements, while using a smaller
threshold (such as $5,000) for general equipment purchases. The Government Finance Officers Association
(GFOA) has published various recommended practices that may be useful in developing this policy.
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KALAMAZOO PUBLIC LIBRARY

Attachment A - Comments and Recommendations
For the June 30, 2014 Audit

The Library uses an annual operating budget as a control mechanism over its expenditure of public funds.
Budget and actual reports are reviewed at the Board level on a monthly basis. We noted certain instances
in which the original and amended budgets as recorded in the Library’s accounting software did not agree
by character or in total to the budgets approved by the Board of Trustees. Management has indicated that
this is result of unexplained inconsistencies in the accounting software, such that budget and actual reports
sometimes require manual adjustments before being presented to the Board. Since the Library uses the
accounting system to generate budget vs. actual reports regularly, we encourage management to work with
its software vendor to develop a process for generating accurate budgetary reports. This will reduce the
amount of administrative time required to manually adjust the system-generated reports, minimize the risk
of human error, and allow for accurate information to be available on-demand. 

    

Budgetary Compliance
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KALAMAZOO PUBLIC LIBRARY

Attachment C – Management Representations

The following pages contain the written representations that we requested from management.

For the June 30, 2014 Audit
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Attachment C – Management Representations

The following pages contain the written representations that we requested from management.

For the June 30, 2014 Audit
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