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LIMITED LIABILITY PARTNERSHIP
CERTIFIED PUBLIC ACCOUNTANTS BUSINESS DEVELOPMENT CONSULTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Trustees
Mid-Hudson Library System
103 Market Street
Poughkeepsie, NY 12601

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each mgjor fund, and the
aggregate remaining fund information of the Mid-Hudson Library System (the “Library System”) as of and for the year
ended December 31, 2019, and the related Notes to the Financial Statements, which collectively comprise the 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; thisincludesthe design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financia statementsthat arefreefrom
meaterial misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility isto 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 Americaand the standards applicableto
financial audits contained in Gover nment Auditing Sandards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonabl e 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 sel ected depend on the auditor’ sjudgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. 1n making those risk assessments, the auditor
considersinternal control relevant to the entity’ s preparation and fair presentation of the financial statementsin order to
design audit proceduresthat are appropriate in the circumstances, but not for the purpose of expressing an opinion onthe
effectiveness of the entity’ sinternal 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.

rbtcpas.com

11 Racquet Road 2678 South Road, Suite 101 P.O.Box 209 340 Madison Avenue
Newburgh, NY 12550 Poughkeepsie, NY 12601 51 Sullivan Street 19th Floor
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, each major fund, and the aggregate remaining fund information of the Mid-
Hudson Library System as of December 31, 2019, and the respective changesin financial position thereof for the year
then ended, in accordance with accounting principles generally accepted in the United States of America

Other Matters
Required Supplementary Information

Accounting principles generally accepted inthe United States of Americarequirethat the Management’ s Discussion and
Analysis, Budgetary Comparison Schedule, Schedule of Changesin Total OPEB Liability and Related Ratios, Schedule
of Proportionate Share of the Net Pension Liability, and Schedule of Pension Contributions on pages 3-8 and 35-38,
respectively, be presented to supplement the basic financia 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 appropriate operational, economic, or
historical context. We have applied certain limited proceduresto 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
responsesto our inquiries, the basic financial statements, and other knowledge we obtained during our audit of thebasic
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.

Emphasis of Matter

The Library System has implemented GASB 84, Fiduciary Activities for the year ended December 31, 2019. This
implementation required that the Statement of Changesin Fiduciary Net Position be presented al ong with the Statement
of Net Position. Our opinion is not modified with respect to this matter.

Other Reporting Required by Government Auditing Standards

I n accordance with Government Auditing Standards, we have issued our report dated July 15, 2020, on our consideration
of Mid-Hudson Library System'’ sinternal control over financial reporting and on our tests of itscompliance 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 oninternal control over financial reporting or on compliance. That report isan integral part
of an audit performed in accordance with Gover nment Auditing Standardsin considering Mid-Hudson Library System’s
internal control over financia reporting and compliance.

RBT CPAs, LLEP

Newburgh, NY
July 15, 2020



MID-HUDSON LIBRARY SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION
MANAGEMENT’SDISCUSSION AND ANALYSIS

The accompanying management discussion and analysis of the Mid-Hudson Library System'’ sfinancial performance has
been prepared to provide an overview of the Library System'’ sfinancial activitiesfor the year ended December 31, 2019.
Thisdiscussion and analysisisonly an introduction and should be read in conjunction with the Library System’ sfinancial
statements.

Requests For |nformation

This report is designed to provide an overview of the Library System’s finances for those with an interest in this area.
Questions concerning any of theinformation found in thisreport or requestsfor additional information should be directed
to Rebekkah Smith Aldrich, Executive Director, Mid-Hudson Library System, 103 Market Street, Poughkeepsie, NY
12601.

Financial Highlights

- TheLibrary System’s net position was $(276,856) at December 31, 2019.

- Thetotal net position decreased by $(229,489) during the year ended December 31, 2019.

- At December 31, the Library System’s proportionate share of the net pension liability for ERS was $227,000 and its
OPEB liability was $3,402,283.

- Asof the close of the current year, the Library System’s governmental funds reported an ending fund balance of
$2,502,198, a decrease of $11,395 in comparison with the prior year.

- At the end of the current year, unassigned fund balance for the General Fund was $1,953,384.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Library System’s basic financial statements.
TheLibrary System’shasic financial statements consist of three components; 1) government-widefinancia statements, 2)
fund financial statements, and 3) notesto the financial statements. The basic financia statements present two different
views of the Library System’s financial position through the use of government-wide statements and fund financial
statements. Each view will be explained in more detail following this narrative. In addition to the basic financia
statements, this report contains other supplementary information that will enhance the reader’s understanding of the
financial condition of the Library System.



MID-HUDSON LIBRARY SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION
MANAGEMENT’SDISCUSSION AND ANALYSIS

Required Components of the Library System’s Basic Financia Statements

Figurel

Management'’s Basic

Discussion and Financial

Analysis Statements
Government-wide Fund Notes to the
Financial Financial Financial Statements
Statements Statements

Summary » Detall

Basic Financial Statements

Thefirst two statementsin the basic financial statements are the Gover nment-Wide Financial Statements. They provide
both short and long-term information about the Library System’s financial status.

The next statements are Fund Financial Statements. These statements focus on the activities of theindividual parts of the
Library System. These statements provide more detail than the government-wide statements. There aretwo partsto the Fund
Financial Statements, they include: 1) the governmental and fiduciary fund statements and 2) reconciliations to the
government-wide financial statements.

The next section of the basic financial statementsisthenotes. Thenotesto the financial statements explainin detail some of
the data contained in those statements.

Gover nment-wide Financial Statements

The government-wide financial statements are designed to provide the reader with abroad overview of the Library System’s
finances, similar in format to a financial statement of a private-sector business. The government-wide statements provide
short and long-term information about the Library System’s financial status as awhole.

The two government-wide statements report the Library System’s net position and how it has changed. Net position is the
difference between the Library System'’s total assets and total liabilities. Measuring net position is one way to gauge the
Library System’s financial condition.

Thegovernmental activitiesinclude most of the Library System’ sbasic servicessuch aslibrary services. Stateaid and charges
for services finance most of these activities.



MID-HUDSON LIBRARY SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION
MANAGEMENT’S DISCUSSION AND ANALYSIS

Fund Financial Statements

Thefund financial statements provide amore detailed look at the Library System’ s most significant activities. A fundisa
group of self-balancing accounts that is used to maintain control over resources that have been segregated for specific
activities or objectives. The Library System, like all other governmental entitiesin New Y ork, uses fund accounting to
ensure and reflect compliance with finance-related legal requirements, such asthe New Y ork State General Municipal Law
and local finance law. All of the funds of the Library System are classified in one of two categories: governmental funds
and fiduciary funds.

Governmental Funds— Governmental funds are used to account for those functions reported as governmental activitiesin
the government-wide financial statements. All of the Library System'’s basic services are accounted for in governmental
funds. Thesefundsfocuson how assets can readily be converted into cash flow in and out, and what monies arel eft at year-
end that will be availablefor spending in the next year. Governmental funds are reported using an accounting method called
modified accrual accounting, which provides a short-term spending focus. As aresult, the governmental fund financial
statements give the reader a detailed short-term view that helps him or her determine if there are more or less financial
resources availableto financethe Library System’ sprograms. The relationship between governmental activities (reportedin
the Statement of Net Position and the Statement of Activities) and governmental fundsisdescribed in reconciliationsthat are
apart of the fund financial statements.

Fiduciary Funds—TheLibrary System actsin a custodial capacity for assets that are ultimately transferred to others, such
ascounty moniesheld for distribution. Thesefunds are excluded from the government-widefinancial statements becausethe
Library System cannot use these assets to finance operations.

TheLibrary System adopts an annual budget for certain funds asrequired by municipal law. Thebudgetisalegally adopted
document that incorporates state budgetary appropriations for the Library System, the management of the Library System,
and the decisions of the Board about which services to provide and how to pay for them. It also authorizes the Library
System to obtain funds from identified sources to finance these current period activities. The budgetary comparison
demonstrates how well the Library System complied with the budget ordinance and whether or not the Library System
succeeded in providing the services as planned when the budget was adopted. The budgetary comparison schedul e usesthe
modified accrual basis of accounting and is presented using the same format, language and classificationsasthelegal budget
document. The schedule shows four columns. 1) the original budget as adopted by the Board; 2) the final budget as
amended by the Board; 3) the actual revenues, expenditures and ending balances; and 4) the variance between the final
budget and actual revenues and expenditures. The schedule is presented as required supplementary information.

Notesto the Financial Statements

The notes provide additional information that isessential to afull understanding of the data provided in the government-wide
and fund financial statements.



MID-HUDSON LIBRARY SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION
MANAGEMENT’S DISCUSSION AND ANALYSIS

GOVERNMENT-WIDE FINANCIAL ANALYSIS
GOVERNMENTAL ACTIVITIES

NET POSITION
$ %
2019 2018 Change Change

Current Assets $ 2611952 $ 259458 % 17,366 0.67%
Capital Assets 874,603 715,339 159,264 22.26%
Total Assets 3,486,555 3,309,925 176,630 5.34%
Deferred Outflows of Resources 202,163 359,281 (157,118) -43.73%
Total Assets and Deferred Outflows of Resources 3,688,718 3,669,206 19,512 0.53%
Current Liabilities 109,754 80,993 28,761 35.51%
Long-Term Liabilities 3,746,663 3,247,736 498,927 15.36%
Total Liabilities 3,856,417 3328729 % 527,688 15.85%
Deferred Inflows of Resources 109,157 387,844 (278,687) -71.86%

Net Position:
Net Investment in Capital Assets 874,603 715,339 159,264 22.26%
Unrestricted (1,151,459) (762,706) (388,753) 50.97%
Tota Net Position $ (276,856) $ (47,367) $ (229,489) 484.49%




MID-HUDSON LIBRARY SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION
MANAGEMENT’S DISCUSSION AND ANALYSIS

GOVERNMENT-WIDE FINANCIAL ANALYSIS
GOVERNMENTAL ACTIVITIES
CHANGESIN NET POSITION

Restated $ %
2019 % 2018 % Change Change
Revenues:
Program Revenues:
Charges for Services $ 755,383 21.65% $ 808,577 1299% $  (53,194) -6.58%
Operating Grants 17,743 0.51% 46,224 0.74% (28,481) -61.62%
General Revenues:
Use of Money and Property 24,627 0.71% 20,801 0.33% 3,826 18.39%
Miscellaneous 91,103 2.61% 97,062 1.56% (5,959) -6.14%
Gains from Accounting Standard Change - 0.00% 2,373,470 0.00% (2,373,470) -100.00%
State Sources 2,600,285 74.52% 2,880,640 46.26% (280,355) -9.73%
Total Revenues 3,489,141  100.00% 6,226,774 61.88%  (2,737,633) -43.97%
Expenses:
Library Services 3,718,630  100.00% 3,701,426  100.00% 17,204 0.46%
Total Expenses 3,718,630  100.00% 3,701,426  100.00% 17,204 0.46%
Increase/(Decrease) in Net Position $ (229,489) $ 2,525,348 $ (2,754,837) -109.09%




MID-HUDSON LIBRARY SYSTEM
REQUIRED SUPPLEMENTARY INFORMATION
MANAGEMENT’S DISCUSSION AND ANALYSIS

Governmental Funds Financial Analysis

Asnoted earlier, the Library System uses fund accounting to ensure and demonstrate compliance with finance-rel ated legal
requirements.

Governmental Funds: The focus of the Library System’s governmental funds is to provide information on near-term
inflows, outflows and balances of usable resources. Such information isuseful in assessing the Library System’ sfinancing
requirements. Specifically, unassigned fund balance can be auseful measure of the Library System’ snet resources available
for spending at the end of the year.

The General Fund is the chief operating fund of the Library System. At the end of the current year, the unassigned fund
balance of the General Fund was $1,953,384. Asameasure of the General Fund' sliquidity, it may be useful to comparethe
unassigned fund balance to total fund expenditures. Unassigned fund balance represents 56.1% percent of total General
Fund expenditures.

At December 31, 2019, the governmental funds of the Library System reported a combined fund balance of $2,502,198, a
0.45 percent decrease over the prior year end. Included in this change in fund balance is an increase in the General Fund.

General Fund Budgetary Highlights: During the year, the Library System revised the General Fund budget. Generally,
budget amendmentsfall into one of three categories: 1) amendments madeto adjust the estimatesthat are used to prepare the
original budget ordinance once exact information isavailable; 2) amendments made to recognize new funding amountsfrom
external sources, such as Federal and State grants; and 3) increases in appropriations that become necessary to maintain
services.

The original budgeted revenues for the General Fund were increased by the Board of Trustees during the year by $71,019,
based on mid-year budget review.

Inreviewing the actual results of operationsfor the General Fund for the year ended December 31, 2019, as compared to the
adjusted budget, you will find expenditureswere $31,080 over the budget, primarily dueto more contractual expensesduring
the year than the budgeted amounts.

Fund Balances: Asdiscussed, theLibrary System’ sgovernmental fundsare reported in thefund statementswith amodified
accrual basisthat uses a short-term, inflow and outflow spendable resourcesfocus. Thisinformation isuseful in assessing
resources available at the end of the year in comparison with upcoming financial requirements. The major governmental
funds of the Library System consist of the General Fund, Capital Fund, and Specia Aid Fund.

Capital Assets. The Library System’sinvestment in capital assets, net of accumulated depreciation, as of December 31,
2019 was $874,603. Thisisan increase of $159,264. The capital assets include land, buildings, equipment, furniture and
fixtures, and construction in process. The Library’s depreciation expense for the year was $32,231.



MID-HUDSON LIBRARY SYSTEM
STATEMENT OF NET POSITION
DECEMBER 31, 2019

Governmental
Activities
ASSETS
Cash and Cash Equivalents $ 2,467,505
State and Federal Aid Receivable 4,070
Accounts Receivable 1,747
Prepaid Expenditures 138,630
2,611,952
Capital Assets, not being depreciated 10,000
Capital Assets, being depreciated, net 864,603
Tota Capital Assets, net (Note V) 874,603
Total Assets 3,486,555
DEFERRED OUTFLOWS OF RESOURCES
Pension (Note V1) 202,163
Tota Deferred Outflows of Resources 202,163
TOTAL ASSETS & DEFERRED OUTFLOWS OF RESOURCES 3,688,718
LIABILITIES
Accounts Payable 21,877
Accrued Liabilities 35,844
Unearned Revenue 52,033
Noncurrent Liabilities:
Net Pension Liability (Note V1) 227,000
Compensated Absences (Note VIII) 117,380
Other Post Employment Benefits (Note VII) 3,402,283
Total Liabilities 3,856,417
DEFERRED INFLOWS OF RESOURCES
Pension (Note V1) 109,157
Total Deferred Inflows of Resources 109,157
TOTAL LIABILITIES& DEFERRED INFLOWS OF RESOURCES 3,965,574
NET POSITION
Net Investment in Capital Assets 874,603
Unrestricted (1,151,459)
Total Net Position $ (276,856)

See notes to the financial statements.
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MID-HUDSON LIBRARY SYSTEM
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2019

Program Revenues

Operating Capital
Chargesfor Grants and Grants and Governmental
Expenses Services Contributions ~ Contributions Activities
FUNCTIONS/PROGRAMS
Governmental Activities:
Library Services $ (3,718,630) $ 755,383 $ 17,743 % - $ (2,945,504)
Total Governmental Activities $ (3,718,630) $ 755383 $ 17,743 $ - (2,945,504)
Genera Revenues:
Use of Money and Property 24,627
Miscellaneous 91,103
State Sources 2,600,285
Total General Revenues 2,716,015
Change in Net Position (229,489)
Net Position - Beginning (47,367)
Net Position - Ending $ (276,856)

See notes to the financial statements.
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MID-HUDSON LIBRARY SYSTEM
BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2019

Totd
Governmental
Generd Capital Specia Aid Funds

ASSETS

Cash and Cash Equivalents $ 2,077,430 $ 380,505 $ 9,570 $ 2,467,505

State and Federal Aid Receivable 4,070 - - 4,070

Accounts Receivable 1,747 - - 1,747

Prepaid Expenses 138,630 - - 138,630
Total Assets $ 2,221,877 $ 380,505 $ 9,570 $ 2,611,952
LIABILITIESAND FUND BALANCES
Liabilities:

Accounts Payable $ 21877 % - $ - $ 21,877

Accrued Liabilities 35,844 - - 35,844

Unearned Revenue 39,872 - 12,161 52,033
Total Liabilities 97,593 - 12,161 109,754
Fund Balance:

Nonspendable 138,630 - - 138,630
Fund Balance - Assigned:

Assigned 32,270 - - 32,270

Capital - 380,505 - 380,505

Fund Balance - Unassigned 1,953,384 - (2,591) 1,950,793
Total Fund Balances 2,124,284 380,505 (2,591) 2,502,198
Total Liabilities and Fund Balances $ 2,221,877 $ 380,505 $ 9,570 $ 2,611,952

See notes to the financial statements.
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MID-HUDSON LIBRARY SYSTEM

RECONCILIATION OF GOVERNMENTAL FUNDSBALANCE SHEET TO THE STATEMENT OF NET POSITION

DECEMBER 31, 2019

Totd Long-Term
Governmental Assets and Reclassifications Statement of Net
Funds Liabilities and Eliminations Position Totals

ASSETS

Cash and Cash Equivaents $ 2,467,505 $ - $ $ 2,467,505

State and Federal Aid Receivable 4,070 - 4,070

Accounts Receivable 1,747 - 1,747

Prepaid Expenses 138,630 - 138,630

Capital Assets, Net - 874,603 874,603
Deferred Outflows of Resources - 202,163 202,163
Total Assets and Deferred Outflows of Resources $ 2,611,952 $ 1,076,766  $ $ 3,688,718
LIABILITIES

Accounts Payable $ 21,877 $ - $ $ 21,877

Accrued Expenditures 35,844 - 35,844

Unearned Revenue 52,033 - 52,033

ERS Net Pension Liability-Proportionate Share - 227,000 227,000

Compensated Absences - 117,380 117,380

Other Postemployment Benefits - 3,402,283 3,402,283
Total Liabilities 109,754 3,746,663 3,856,417
Deferred Inflows of Resources - 109,157 109,157
Total Fund Balances 2,502,198 (2,779,054) (276,856)
Total Liahilities, Deferred Inflows of Resources, and Fund Balances/Net Positior $ 2,611,952 $ 1,076,766 $ $ 3,688,718

See notes to the financial statements.

12



MID-HUDSON LIBRARY SYSTEM

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2019

Totd
Governmental
Generd Capital Specia Aid Funds
Revenues:
Charges for Services $ 755383 % - $ - $ 755383
Use of Money and Property 21,541 3,086 - 24,627
Miscellaneous 91,103 - - 91,103
State Sources 2,600,285 - 17,743 2,618,028
Total Revenues 3,468,312 3,086 17,743 3,489,141
Expenditures:
Persona Services 1,094,108 - - 1,094,108
Equipment and Capital Outlay 193,496 - - 193,496
Contractual Expenditures 1,572,973 - 18,594 1,591,567
Employee Benefits 621,365 - - 621,365
Tota Expenditures 3,481,942 - 18,594 3,500,536
Excess (Deficiency) of Revenues
Over Expenditures (13,630) 3,086 (851) (11,395)
Other Financing Sources/(Uses):
Operating Transfersin 129,902 39,600 - 169,502
Operating Transfers Out (39,600) (129,902) - (169,502)
Tota Other Financing Sources/(Uses) 90,302 (90,302) - -
Change in Fund Balances 76,672 (87,216) (851) (11,395)
Fund Balances - Beginning 2,047,612 467,721 (1,740) 2,513,593
Fund Balances - Ending $ 2124284  $ 380505 % (2591) $ 2,502,198

See notes to the financial statements.
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MID-HUDSON LIBRARY SYSTEM

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURESAND CHANGESIN
FUND BALANCESTO THE GOVERNMENTAL FUNDSTO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2019

Totd Long-Term
Governmental Revenue, Capital Asset Reclassifications Statement of
Funds Expenses Related Items and Eliminations Activities Totals
Revenues:
Charges for Services 755,383 $ - $ - - % 755,383
Operating Grants and Contributions - - - 17,743 17,743
Use of Money and Property 24,627 - - - 24,627
Miscellaneous 91,103 - - - 91,103
State Sources 2,618,028 - - (17,743) 2,600,285
Total Revenues 3,489,141 - - - 3,489,141
Expenditures:
Personal Services/Library Services 1,094,108 - 32,231 2,592,291 3,718,630
Equipment and Capital Outlay 193,496 - (191,495) (2,001) -
Contractual Expenditures 1,591,567 - - (1,591,567) -
Employee Benefits 621,365 377,358 - (998,723) -
Total Expenditures 3,500,536 377,358 (159,264) - 3,718,630
Other Financing Sources/(Uses):
Operating Transfersin 169,502 - - (169,502) -
Operating Transfers Out (169,502) - - 169,502 -
Tota Other Financing Sources/(Uses) - - - - -
Change in Fund Balances/Net Position (11,3%5) $ (377,358) $ 159,264 - $ (229,489)

See notes to the financial statements.
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MID-HUDSON LIBRARY SYSTEM
STATEMENT OF FIDUCIARY NET POSITION
DECEMBER 31, 2019

Custodial
Funds

ASSETS

Cash $ 99,463
Total Assets $ 99,463
NET POSITION

Restricted for Member Libraries $ 99,463
Total Net Position $ 99,463

See notes to the financial statements.
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MID-HUDSON LIBRARY SYSTEM
STATEMENT OF CHANGESIN FUDICIARY NET POSITION
DECEMBER 31, 2019

Custodial
Funds
Additions;

Grants Held for Member Libraries $ 228,062
Total Additions 228,062
Deductions:

Disbursements to Member Libraries 154,207
Total Deductions 154,207
Change in Net Position 73,855
Net Position - Beginning 25,608
Net Position - Ending $ 99,463

See notes to the financial statements.
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MID-HUDSON LIBRARY SYSTEM
NOTESTO BASIC FINANCIAL STATEMENTS

A.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

The Library System is a State sponsored organization which works cooperatively with member libraries in Dutchess,
Columbia, Greene, Putnam, and Ulster Counties to establish aset of uniform standards and equity of accessthroughout
the service community.

The Library System provides centralized automation, consulting and support services, coordinates and facilitates
cooperation among member libraries, and is engaged in advocacy for and promotion of public libraries.

The Library System, for financial purposes, includes al of the funds relevant to the operations of the Library System.
The financial statements include organizations, functions and activities that are controlled by or dependent upon the
Library System. Control or dependence is determined on the basis of budget adoption, taxing authority, funding and
appointment of the respective governing Board. Under these criteria, no other entities are included in the Library
System'’ s financial statements.

The accounting policies of the Library System conform to accounting principles generally accepted in the United States
of Americafor governmental units as established by the Governmental Accounting Standards Board (“GASB”). The
notes to the financial statements are an integral part of the statements and are intended to be read with them.

Government-Wide and Fund Financial Statements

The government-widefinancial statements(i.e., the statements of net position and activities) report information on all of
the nonfiduciary activities of the primary government. For the most part, the effect of interfund activity has been
removed from these statements.

The statement of activities demonstrates the degreeto which the direct expenses of agiven function or segment are 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. Taxes and other items not properly
included among program revenues are reported as general revenues.

Separate fund financial statements are provided for governmental funds and fiduciary funds. Major individual
governmental funds are reported as separate columnsin the fund financial statements.

17



MID-HUDSON LIBRARY SYSTEM
NOTESTO BASIC FINANCIAL STATEMENTS

C.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED
M easur ement Focus, Basis of Accounting and Financial Statement Presentation

The government-widefinancia 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. Grantsand similar items are recognized asrevenue assoon asall eligibility
requirements imposed by the provider have been met.

Amounts reported as program revenues include: 1) chargesto customers or applicants for goods, services or privileges
provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special assessments.
Internally dedicated resources are reported as general revenues rather than as program revenues.

Governmental fund financial statements are reported using the current financial resources measurement focus and the
modified accrua basis of accounting. Revenues are recognized as soon as they are both measurable and available.
Revenues are considered available when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For thispurpose, the government considersrevenuesto be availableif they are collected
within 60 days of the end of the current fiscal period. Expendituresgenerally arerecorded when aliability isincurred, as
under accrual accounting.

The following fund types are used by the Library System:
1. Governmental Funds
The focus of the governmental funds' measurement (in the fund statements) is upon determination of
financial position and changesin financial position (sources, uses, and balances of financial resources) rather
than upon net income.
The following is a description of the governmental funds of the Library System:
a.  General Fund is the general operating fund of the Library System. It is used to account for all
financial resources except those required to be accounted for in another fund. The General Fund is

considered amajor fund and is presented separately.

b. Capital Fundisusedto account for thefinancial resources used for acquisition, construction, or major
repair of capital facilities.

c. Special Aid Fund isused to account for the proceeds of specific revenue sources, such asfederal and
state grants, that are legally restricted to expenditures for specified purposes.

2. Fiduciary Fund
Fiduciary Fund is used to account for fiduciary activities. Fiduciary activities are those in which the
Library System acts as atrustee or agent for resources that belong to others. These activities are not

included in the government-wide financial statements, because their resources do not belong to the
Library System, and are not available to be used.
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D.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED
Pervasiveness of Estimates

The preparation of financial statementsin conformity with accounting principles generally accepted in the United States
of America regquires 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 financia statements and the reported
amounts of revenues and expenses during the reporting period. Actua results could differ from those estimates.
Estimates and assumptions are made in a variety of areas, including computation of other postemployment benefits,
compensated absences, potential contingent liabilities and useful lives of long-lived assets.

Budgetary Data

The Library System administration prepares a proposed budget for approval by the Board of Trustees for the General
Fund. Appropriations are adopted at the program line item level. Appropriations established by the adoption of the
budget constitute alimitation on expenditures (and encumbrances) which may beincurred. Appropriations|apse at the
end of thefiscal year unless expended or encumbered. Encumbranceswill lapseif not expended in the subsequent year.
Supplemental appropriations may occur subject to legal restrictions, if the Board approves them because of a need that
exists which was not determined at the time the budget was adopted.

Budgets are adopted on an annual basis consistent with GAAP. Appropriations authorized for the year areincreased by
the amount of encumbrances carried forward from the prior year.

Cash and I nvestments

The Library System’sinvestment policies are governed by State statutes. In addition, the Library System hasits own
written investment policy. TheLibrary System’ s monies must be deposited in FDIC-insured commercial banksor trust
companieslocated within the State. The Library System isauthorized to use demand accounts and certificates of deposit.
Permissible investments include obligations of the U.S. Treasury and U.S. Agencies, repurchase agreements and
obligations of New Y ork State or itslocalities.

Collateral is required for demand deposits and certificates of deposit not covered by federal deposit insurance.
Obligations that may be pledged as collateral are obligations of the United States and its agencies and obligations of the
State and its municipalities and school districts.

Accounts Receivable

Accounts receivable are shown gross, with uncollectible amounts recognized under the direct write-off method. No
alowance for uncollectible accounts has been provided sinceit is believed that such allowance would not be material.
All receivablesrecorded in the governmental fund’ s balance sheet are expected to be collected within sixty days of year
end.

Due To/From Other Funds

Amounts dueto and due from within the same fund type have been eliminated in the Government-wide statements. See
Note IV for a schedule detailing the interfund balances.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED

Capital Assets

Capital assetsarereported at historical cost. The Library System depreciates capital assets using the straight line method
over the estimated useful lives of the assets. Capitalization thresholds and estimated lives of assets reported in the
government-wide statements are as follows:

Capitalization Estimated
Threshold Useful Life
Furniture, Fixtures and Equipment $ 1,000 5-10 Years
Vehicles 1,000 5-8 Years
Buildings and Improvements 1,000 30 Years

Vested Employee Benefits

Library System employees are granted vacation and sick leave and earn compensatory absencesin varying amounts. In
the event of termination or upon retirement, an employee may be entitled to payment for accumul ated vacation and sick
leave and unused compensatory absences at various rates subject to certain maximum limitations. A liability for accrued

vacation and sick timeisreflected in the Government-wide statements under the heading “ Compensated Absences.” See
Note VIII.

The Library System’s employees participate in the New Y ork State Employees’ Retirement System. See Note V1.

In addition to providing pension benefits, the Library System provides health insurance coverage for retired employees.
Substantially all of the Library System’s employees may become eligible for these benefits if they reach normal
retirement age and at least 5 years of service while working for the Library System. Health care benefits are provided
through an insurance company whose premiums are based on the benefits paid during the year for the Library System.
The Library System recognizes the cost of providing benefits by recording its share of insurance premiums as a
governmental fund expenditure in the year paid. See Note VII.

Risk Retention

TheLibrary System assumestheliability for most risk including, but not limited to, property damage and personal injury
liability. The Library System purchases commercial insurance to mitigate these risks, subject to certain deductibles.
Judgments and claims are recorded when it is probabl e that an asset has been impaired or aliability has been incurred
and the amount of 10ss can be reasonably estimated.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED
L. Equity Classification

1

Government-Wide Statements
Equity is defined as net position and displayed in three components:
o Net Investment in Capital Assets

Consistsof capital assets, including restricted capital assets, net of accumulated depreciation and reduced by
the outstanding balances of any bonds, mortgages, notes or other borrowings that are attributable to the
acquisition, construction or improvement of those assets.

e Restricted Net Position

Consists of net assets with constraints placed on the use either by: 1) external groups such as creditors,
grantors, contributors or laws or regulations of other governments; or 2) law through constitutional provisions
or enabling legidation.

e Unrestricted Net Position

The remaining portion of net position that does not meet the definition of “restricted” or “net investment in
capital assets.”

Fund Financial Statements

Equity isdefined asfund balance and displayed in five fund bal ance classifications, which are based primarily
on the extent to which a government is bound to observe constraints imposed upon the use of resources
reported in the governmental funds:

Nonspendable:

Amounts that cannot be spent in the current period either because of their form or because they must be
maintained intact. Prepaid expenses are nonspendable assets because, by definition, the money has already
been spent.

Restricted:
Amounts that are subject to externally enforceable legal purpose restrictions imposed by creditors, grantors,
contributors or laws and regulations of other governments or through constitutional provisions or enabling
legidlation.

Committed:

Amountsthat are subject to a purpose constraint imposed by aformal action of the government’ shighest level
of decision-making authority (the Board of Trustees) before the end of the year. The same level of formal
action is required to remove the constraint.

Assigned:

Amounts that are subject to a purpose constraint that represents an intended use established by the
government’ shighest level of decision-making authority or by its designated body or official. The purpose of
the assignment must be narrower than the purpose of the General Fund. In funds other than the General Fund,
assigned fund balance represents the residual amount of fund balance.

Unassigned:

Representsthe residual amount of fund balancein the General Fund. In funds other than the Genera Fund, this
classification should only be used to report a deficit balance.
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L.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED
Equity Classification - continued

3. Restricted Resources
When an expenseisincurred for purposesfor which both restricted and unrestricted net position are available, it
istheLibrary System’ spolicy to apply restricted funds before unrestricted funds, unless otherwise prohibited by
lega requirements. Similarly, when an expenditure is incurred for which multiple classifications of fund
balance are available, the Library System’s policy isto apply fund balance in the following order: restricted,
committed, assigned, unassigned.

. Interfund Transfers

The operations of the Library System giveriseto certain transactions between funds, including transfersto provide
services and construct assets. Interfund transfers within fund categories are eliminated for the Statement of
Activities. A detailed description of theindividual fund transfers that occurred during the year is provided in Note
V.

Subsequent Events

Management has eval uated subsequent events from December 31, 2019, through July 15, 2020, the date on which
the financial statements were available to be issued.

EXPLANATION OF CERTAIN DIFFERENCESBETWEEN GOVERNMENTAL FUND
STATEMENTSAND GOVERNMENT-WIDE STATEMENTS

Duetothe differencesin the measurement focus and basis of accounting used in the governmental fund statements
and the government-wide statements, certain financial transactions are treated differently. The differences result
primarily from the economic focus of the government-wide statements, compared with the current financial
resources focus of the governmental funds.

Total Fund Balances of Governmental Funds vs. Net Position of Governmental Activities

Total fund balances of the Library System’s governmental funds differ from "net position" of governmental
activitiesreported in the Statement of Net Position. Thisdifference primarily resultsfrom the additional long-
term economic focus of the Statement of Net Position versusthe solely current financial resourcesfocus of the
Governmental Funds Balance Sheet.

The basic financial statements contain a detailed reconciliation of the items creating the differences between
fund balance reported in the Governmental Funds Balance Sheet and Net Position reported on the Statement of
Net Position.

(1) Thecostsof building and acquiring capital assets (land, infrastructure, buildings and equipment) financed
from the governmental funds are reported as expendituresin the year they are incurred and the assets do
not appear on the Balance Sheet. However, the Statement of Net Position includes those capital assets
among the assets of the Library System as awhole, with their original costs capitalized and depreciation
expensed annually over their useful lives.

Original Cost of Capital Assets $ 1,163,946
Accumulated Depreciation (289,343)
Capital Assets, Net $ 874,603
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[I. EXPLANATION OF CERTAIN DIFFERENCESBETWEEN GOVERNMENTAL FUND
STATEMENTSAND GOVERNMENT-WIDE STATEMENTS - CONTINUED

(2) The governmenta funds do not include long-term liabilities because they are not due and payable in the
current period. However, these liabilities are reported in the Statement of Net Position because they
represent economic liabilities. Balances at year end were:

Net Employee Retirement System $ 227,000
Compensated Absences Payable 117,380
Other Postemployment Benefits 3,402,283

$ 3,746,663

(3) Deferred outflowsand inflowsrelated to pensions are reported in the Statement of Net Position, but not in
the governmental funds, because they are not due and payablein the current period. Balancesat year end

were:
Deferred Outflows of Resources $202,163
Deferred Inflows of Resources (109,157)
$ 93,006

B. Explanation of Differences between Governmental Funds Operating Statement and the Statement of Activities

Differences between the Governmental Funds Statement of Revenues, Expenditures and Changes in Fund
Balance and the Statement of Activitiesfall into one of three broad categories:

e Long-term revenue differences arise because governmental funds report revenues only when they are
considered "available,” whereasthe Statement of Activitiesreportsrevenueswhen earned. Differencesin
long-term expenses arise because governmental funds use acurrent financial resource measurement focus,
whereas the Statement of Activities uses an economic resource measurement focus.

e Capital asset transaction differences include the difference between recording an expenditure for the
purchase of capital assetsin the governmental fund statements and depreciation expense on thoseitemsas
recorded in the Statement of Activities.

e The basic financial statements contain a detailed reconciliation of the items creating the differences

between the change in fund balance reported in the governmental fund statements and the change in net
position reported in the Statement of Activities.
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[I. EXPLANATION OF CERTAIN DIFFERENCESBETWEEN GOVERNMENTAL FUND
STATEMENTSAND GOVERNMENT-WIDE STATEMENTS - CONTINUED

B. Explanation of Differences between Governmental Funds Operating Statement and the Statement of Activities-
continued

Tota Expenditures

Tota expenditures reported in governmental funds $ 3,500,536

In the Statement of Activities, certain operating expenses (compensated absences and
retirement incentives) are measured by the amounts earned during the year. In the
governmental funds, however, expenditures for these items are measured by the amount
of financia resources used (essentialy, the amounts actually paid). This is the amount
by which the liability for compensated absences increased during the year. 30,886

In the Statement of Activities, the expense for other postemployment benefits is
measured based on the change in the actuarially determined OPEB liahility of the
Library System. In the governmental funds, however, these expenditures are measured
by the amount of financial resources used (essentially, the amounts actually paid). This
is the amount by which the change in the OPEB liability exceeded the amount of
financial resources used during the year. 347,821

In the Statement of Activities, pension expense related to the ERS defined benefit planis
measured as the change in the Library System's proportionate shares of the net pension
assets, liahilities, deferred outflows, and deferred inflows as of the measurement date. In
the governmental funds, however, these expenditures are recognized as the sum of (1)
amounts paid by the employer to the pension plan, and (2) the change between
beginning and ending balances of amounts normally expected to be liquidated with
expendable available financial resources. This is the amount by which pension expense
was |ess than the amount of financial resources expended during the year. (1,349)

When the purchase or construction ot capital assets 1S financed through governmental
funds, the resources expended for those assets are reported as expenditures in the year
they are incurred. However, in the Statement of Activities, the cost of those assets is
allocated over their estimated useful lives and reported as depreciation expense. Thisis
the amount by which capital expenditures of $191,495 exceeded depreciation expense of
$32,231 inthe current year. (159,264)

Total Expensesin the Statement of Activities $ 3,718,630
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CASH

At December 31, 2019, the carrying amount of the Library System’s deposits (cash, certificates of deposit and
interest-bearing savings accounts) was $2,566,918 and the bank balance was $2,697,832. The Library System’s
deposits at December 31, 2019, and during the year then ended, were entirely covered by FDIC Insurance or by
pledged collateral held by the Library System’ s agent bank in the Library System’s name. Petty cashisincludedin

cash and cash equivalents and totaled $50 at year end.
INTERFUND ACTIVITY
There were no interfund receivables or payables at December 31, 2019.

Interfund revenues and expenditures at December 31, 2019 were as follows:

Transfers In Transfers Out
General Fund $129,902 $ 39,600
Capital Fund 39,600 129,902

Total Governmental Activities $169,502 $ 169,502

CAPITAL ASSETS

Capital asset balances and activity for the year ended December 31, 2019 were as follows:

Beginning Ending
Balance Increases  Decreases  Reclassifications Balance
Capital Assets, not being depreciated:

Land $ 10,000 $ - 8 - $ - $ 10,000

Construction in Process 52,831 112,945 - (165,776) -
Tota Capital Assets, not being depreciated 62,831 112,945 - (165,776) 10,000
Capital Assets, being depreciated:

Building 801,278 - - 165,776 967,054

Equipment, Furniture and Fixtures 155,362 78,550 (47,020) - 186,892
Total Capital Assets being depreciated 956,640 78,550 (47,020) 165,776 1,153,946
Accumulated Depreciation for:

Building, Equipment, and Furniture and Fixtures (304,132) (32,231) 47,020 - (289,343)
Total Accumulated Depreciation (304,132) (32,231) 47,020 - (289,343)
Total Capital Assets, being depreciated, net 652,508 46,319 - 165,776 864,603
Total Capital Assets, net $ 715339 $159264 $ - $ - $ 874,603

Depreciation expense was al charged to the Library Services program.

25



MID-HUDSON LIBRARY SYSTEM
NOTESTO BASIC FINANCIAL STATEMENTS

VI. PENSION PLANS

Plan Description
The Library System participatesin the New Y ork State and Local Employees’ Retirement System (“ERS”), acost-

sharing multiple-employer retirement system. ERS provides retirement benefits as well as death and disability
benefits. Obligationsof employersand employeesto contribute and benefitsto employees are governed by the New
Y ork State Retirement and Social Security Law (“NY SRSSL”). Asset forthinthe NY SRSSL, the Comptroller of
the State of New Y ork (“Comptroller”) serves as sole trustee and administrative head of the ERS. The Comptroller
shall adopt and may amend rules and regulations for the administration and transaction of the business of the System
and for the custody and control of their funds. ERS issues a publicly available financial report that includes
financial statements and required supplementary information. That report may be obtained by writing to the New
York State and Local Retirement Systems, Gov. Alfred E. Smith State Office Building, Albany, New Y ork 12244.

Funding Policy
ERS is noncontributory except for Tier 3, 4, 5 and 6 employees who joined the New York State and Local

Employees’ Retirement System after July 27, 1976, who contribute 3% to 6% of their salary. Under the authority of
the NYSRSSL, the Comptroller shall certify annually the rates, expressed as proportions of member payroll and
employer contributions, used in computing the contributions required to be made by employers to the pension
accumulation fund. An Eligible Tier 3 or 4 member with ten or more years of membership, or ten years credited
service, will not be required to contribute to the Retirement System. Tier 5 and 6 members must continue to
contribute throughout their employment.

The Library System is required to contribute at an actuarially determined rate. The required contributions for the
current year and two preceding years were:

Plan Y ear Ended March 31 ERS

2020 $127,489
2019 $117,756
2018 $112,248

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

At December 31, 2019, the Library System reported a liability of $227,000 for its proportionate share of the net
pension liability for ERS. The net pension liability was measured as of March 31, 2019 for ERS. Thetotal pension
liability used to calculate the net pension liability was determined by an actuarial valuation. The Library System's
proportion of the net pension liability was based on a projection of the Library System's long-term share of
contributionsto ERSrelativeto the projected contributions of all participating members, asactuarially determined.
Thisinformation was provided to the Library System by ERS.

At March 31, 2019, the Library System’s proportion was .0032038 percent of the Employees’ Retirement System
lighility.
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V1. PENSION PLANS—-CONTINUED

For the year ended December 31, 2019, the Library System recognized pension expense of $123,709. At December
31, 2019, the Library System reported deferred outflows of resources and deferred inflows of resources related to

pensions for the following sources:
Deferred Outflows  Deferred Inflows

of Resources of Resources

Differences Between Expected and Actual Experience $ 44,701 $ 15,238
Changes of Assumptions 57,059 -
Net Difference Between Projected and Actual Investment ) 58261
Earnings on Pension Plan Investments '
Changes in Proportion and Differences Between Employer 4786 35,658
Contributions and Proportionate Share of Contributions ' '
Employer Contributions Subsequent to the M easurement

95,617 -
Date
Total $ 202,163 $ 109,157

The Library System contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ended December 31, 2020. Other amounts reported as deferred outflows of resources
and deferred inflows of resources related to pensions will be recognized in pension expense as follows:

Y ear Ended December 31:
2020 $ 33,748
2021 (54,076)
2022 (10,190)
2023 27,907
$ (2,611)

Actuarial Assumptions

Thetotal pension liability as of the measurement date was determined by using an actuarial valuation asnoted inthe
table below, with update procedures used to roll forward the total pension liability to the measurement date.

Significant actuarial assumptions used in the valuations were as follows:

ERS
Measurement Date March 31, 2019
Investment Rate of Return 7.00%

compounded annually
net of investment expense

Projected Salary Increases 3.80%
Decrement Tables April 1, 2010 -
March 31, 2015
System's Experience
Inflation Rate 2.50%
Mortality Improvement Society of Actuaries
Scale MP - 2014

27



MID-HUDSON LIBRARY SYSTEM
NOTESTO BASIC FINANCIAL STATEMENTS

V1. PENSION PLANS—-CONTINUED

Thelong-term expected rate of return on pension plan investments was determined using abuilding-block method in
which best estimate ranges of expected future real rates of return (expected returns net of investment expense and
inflation) are developed for each mgjor 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 each of the target asset allocation percentages
and by adding expected inflation.

Best estimates of arithmetic real rates of return for each mgjor asset classincluded in the target asset allocation for
the retirement system are summarized below:

Long-Term
Expected Real
Asset Class Rate of Return
Domestic Equity 4.55%
International Equity 6.35
Private Equity 7.50
Redl Estate 5.55
Absolute Return Strategies 3.75
Opportunistic Portfolio 5.68
Red Assets 5.29
Bonds and Mortgages 131
Cash (0.25)
Inflation-indexed Bonds 1.25

Discount Rate

The discount rate used to calculate the total pension liability was 7.0%. The projection of cash flows used to
determine the discount rate assumes that contributions from plan memberswill be made at the current contribution
rates and that contributions from employers will be made at statutorily required rates, actuarially. Based upon the
assumptions, ERS's fiduciary net position was projected to be available to make all projected future benefit
payments of current plan members. Therefore, thelong-term expected rate of return on pension plan investmentswas
applied to all periods of projected benefit payments to determine the total pension liability.

Sensitivity of the Proportionate Share of the Net Pension Liability to the Discount Rate Assumption

The following presentsthe Library System’ s proportionate share of ERS net pension liability calculated using the
discount rates referred to above, aswell aswhat the Library System'’ s proportionate share of the net pension liability
would beif it were cal culated using adiscount rate that is 1 percentage point lower or 1 percentage point higher than
the current rate referred to above:

1% Current 1%
Decrease Discount Increase
(6.0%) (7.0%) (8.0%)

Library System's Proportionate Share

of the Net ERS Pension (Licbility)/Asset  ©(002482)  $ (227,000)  $ 416,058
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V1. PENSION PLANS—-CONTINUED

Pension Plan Fiduciary Net Position

The components of the current-year net pension liability of the employers as of March 31, 2019, were as follows:

Dollarsin Thousands

Employees
Retirement
System
Employers’ Net Pension Liability $ (189,803,429)
Plan Net Position 182,718,124
Employers' Net Pension Liability $ (7,085,305)
Ratio of Plan Net Position to the 96.27%

Employers Total Pension Liability

Payables to the Pension Plan

Employer contributions for the plan year ended March 31, 2020 were paid to ERS in December 2019. Prepaid
retirement contributions as of December 31, 2019 amounted to $31,872.

VII. OTHER POSTEMPLOYMENT BENEFITS

Plan Description

The Library System provides postemployment health insurance coverage to retired employees through a self-
administered single employer plan in accordance with the provisions of various employment contracts. The benefit
levels, employee contributions and employer contributions are governed by the Library System's contractual
agreements. No assets are accumulated in atrust that meetsthe criteriain paragraph 4 of GASB Statement 75. The
plan does not issue a stand-alone financial report.

Benefits Provided

The Library System’s OPEB plan subsidizes the cost of healthcare to eligible retired employees and their spouses
and dependent children. Eligibility is based on the respective rules of the New Y ork State and Local Employees
Retirement System (ERS) as well as the provisions of the Library System’s agreements with its employees. The
following eligibility rules currently apply to the Library System’s employees:

Provider Y ears of

Group Options Hire Date Service
Management/CSEA |[NYSHIP  |Post 10/1/16 20
9/1/12-9/30/16 15
9/1/03-9/1/12 10
Pre 9/1/2003 5
Management/CSEA [MVP Retire pre-2006 5
NYSHIP |Retire pre-2006 5
Management/CSEA [NYSHIP  |Retire pre 3/31/13 10
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VII. OTHER POSTEMPLOYMENT BENEFITS - CONTINUED

Medical and prescription drug benefits are offered to retirees on a Library-subsided basis. Upon attaining age 65 or
upon disability retirement, Medicare (Parts A and B) becomes the primary provider for hospital insurance and
supplementary medical insurance, with the Library System’s plan providing an additional layer of coverage. The
Library System reimburses retirees and their spouses for Medicare Part B premiums, but not those of surviving
spouses for employees who retire after March 31, 2013.

The benefit terms are dependent on which contract covers each employee. Contribution ratesfor new retireesare as

follows:
Library System Contributions (Fixed)
Individual
Provider and
Group Options Hire Date Saary Individual Spouse Children  Family
Management

/CSEA NYSHIP [Active Up to $54,999 |Subscriber and Spouse under 65 | $954.21  N/A N/A  $2,050.85
Employees Subscriber or Spouse Over 65 N/A N/A N/A 1,462.88
Subscriber and Spouse Over 65 368.99 N/A N/A 952.20
$55,000-76,999 Subscriber and Spouseunder 65| 91771 N/A N/A 2,050.85
Subscriber or Spouse Over 65 N/A N/A N/A 1,462.88
Subscriber and Spouse Over 65 354.88 N/A N/A 952.20
$77,000 and up Subscriber and Spouseunder 65|  886.42  N/A N/A 1,954.34
Subscriber or Spouse Over 65 N/A N/A N/A 1,301.52
Subscriber and Spouse Over 65 34278 N/A N/A 853.58
NYSHIP [Retire pre 3/31/13 N/A Subscriber and Spouseunder 65|  782.14  N/A N/A 1,809.58
Subscriber or Spouse Over 65 N/A N/A N/A 1,329.89
Subscriber and Spouse Over 65 30245 N/A N/A 850.18
NYSHIP [Retire pre-2006 N/A Subscriber and Spouse under 65 |  954.21  N/A N/A 2,050.85
Subscriber or Spouse Over 65 N/A N/A N/A 1,462.88
Subscriber and Spouse Over 65 368.99 N/A N/A 952.20
MVP Retire pre 2006 N/A All Ages 262.98 N/A N/A 262.98

TheLibrary System’ s contribution is equivalent to that portion of health insurance premiums paid that are allocated
to retirees, estimated to be $179,083 during the year ended December 31, 2019.
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VII. OTHER POSTEMPLOYMENT BENEFITS—CONTINUED

Employees Covered by Benefit Terms

At December 31, 2019, the following employees were covered by benefit terms:

Active employees 13
Retired 17
Terminated 0
Deceased 1
Total employees covered by benefit terms 31

Total OPEB Liability

The Library System obtained an actuarial valuation report as of December 31, 2019. The liability for other
postemployment benefits was measured as of December 31, 2019 and totaled $3,402,283.

Actuarial Assumptions and Other Inputs

Thetotal OPEB liability inthe December 31, 2019 actuarial valuation was determined using the following actuarial
assumptions and other inputs, applied to all periods included in the measurement, unless otherwise specified:

Projected Salary Increases, Including Wage

Inflation 2.50%
Discount Rate 3.26%
Healthcare Cost Trend Rates Pre-65: Ranging from 7.6% to

3.0% for pharmacy, medical,
dental and vision for 2019,
reduced incrementally to an

ultimate rate of 4.7% to 3.0%

after 10 years

Post-65: Same

Current Retiree's Share of Benefit Related Costs Retirees pay based on specific
cost sharing agreement

Future Retiree's Share of Benefit Related Costs  Retirees pay based on specific
cost sharing agreement

e Thediscount rate was based on areview of theyield derived from the 20 Year AA Municipal GO Bond Rate
Index per Fidelity Investments.

e Mortality Rates were based on April 1, 2010 — March 31, 2015 NY SLRS experience with adjustments for
mortality improvements based on the SOA Scale MP-2014.

e Theactuaria assumptions used in the December 31, 2019 val uation were based on the results of an actuarial
experience study for the period April 1, 2010 — March 31, 2015.
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VII. OTHER POSTEMPLOYMENT BENEFITS—CONTINUED

Changesin the Total OPEB Liability during the year ended December 31, 2019:

Balance - Beginning $ 3,054,462
Changes for the Y ear:
Service Cost 122,968
Interest 112,428
Effect of Economic/ Demographc Gains or Losses 122,421
Changes in Assumptions or Other Inputs 169,087
Benefit Payments (179,083)
Net Changes 347,821
Balance - Ending $ 3,402,283

Sensitivity of the Total OPEB Liability to Changesin the Discount Rate

The following table presents the total OPEB liahility of the Library System, aswell aswhat the Library System’s
total OPEB liability would be if it were calculated using a discount rate that is 1 percentage point lower or higher
than the current discount rate.

1% Discount 1%
Decrease Rate Increase
2.26% 3.26% 4.26%
Total OPEB Liability $ 3924781 $ 3402283 $ 2,985,907

Sensitivity of the Total OPEB Liability to Changesin the Healthcare Cost Trend Rates

The following table presents the total OPEB liability of the Library System, aswell aswhat the Library System’s
total OPEB liability would beif it were calculated using ahealthcare cost trend rate that is 1 percentage point lower
or higher than the healthcare cost trend rate.

1% Healthcare 1%
Decrease Cost Trend Rate Increase
Total OPEB Liability $ 2924033 $ 3402283 $ 4,012,504

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to OPEB

For the year ended December 31, 2019, the Library System recognized OPEB expense of $526,903. Because the
OPEB plan is unfunded and the Library System qualified for and used the Alternative Measurement Method, the
Library System did not report any deferred outflows of resources or deferred inflows of resourcesrelated to OPEB.
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VIII.  LONG-TERM LIABILITIES

XI.

Long-term liability balances and activity for the year are summarized below:

Amounts
Balance Balance Due
January 1, December 31, Within
2019 Increases Decreases 2019 OneYear
Governmental Activities:
Compensated Absences $ 86494 $ 30886 $ - $ 117380 $ -
Other Postemployment
Benefits 3,054,462 347,821 - 3,402,283 -
Pension 106,780 120,220 - 227,000 -
Total Long-Term Liabilities $ 3,247,736  $498927 $ - $ 3746663 $ -

Activity for compensated absencesis shown at net dueto theimpracticality of determining these amounts separately.
Payments of compensated absences are dependent upon future factors and, therefore, the timing of such payments
cannot be determined. Compensated absences are reflected as along-term liability in the Statement of Net Position.

. OPERATING LEASE

TheLibrary System|easesacopier from Toshiba Corporation. The total minimum rental commitment at December
31, 2019, under the lease mentioned above, is due during the following fiscal years:

Year Ending

Decmber 31, Amount
2020 $ 4,740
2021 395

$ 5,135
Rental expense included in the Statement of Revenues, Expenditures, and Changes in Fund Balances —
Governmental Funds for the year ended December 31, 2019 related to the lease mentioned above was $7,853.

CONTINGENCIES

Grant Funding
TheLibrary System hasreceived grantswhich are subject to audit by agencies of the State and Federal governments.

Such audits may result in disallowances and a request for areturn of funds to the Federal and State governments.
Based on past audits, the Library System’s administration believes disallowances, if any, will be immaterial.

FIDUCIARY FUND
During 2019, Columbia County and Ulster County used the Library System to distribute fundsto librariesin their

respective counties. The Library System records these amounts in the custodial fund for their Member Libraries.
Activity is recorded as additions and deductions in this fund.
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XIl. CAPITAL FUNDS

TheLibrary System maintainsfundsfor member libraries and the Systemitself, for the purposes of shared purchases
among the member libraries. The funds are broken out between members and the System as follows:

Member's Capital $ 190571
MHLS Capital 189,934
Total Capital Funds $ 380,505

XI11.SUBSEQUENT EVENTS

Subsequent to December 31, 2019, local, U.S., and world governments have encouraged self-isolation to curtail the
spread of the global pandemic, coronavirus disease (COV ID-19), by mandating temporary work stoppage in many
sectors and imposing limitations on travel and size and duration of group meetings. There is unprecedented
uncertainty surrounding the duration of the pandemic, its potential economic ramifications, and any government
actionsto mitigate them. The Library System existsto provide support to its member libraries. Accordingly, while
management cannot quantify the financial and any other impacts to the Library System as of July 15, 2020,
management believes that a material impact on the Library System's financial position and results of future
operationsis reasonably possible, whether reflecting an increased or decreased demand for its services.

XIV.NEW ACCOUNTING PRINCIPLES

In January of 2017, GASB issued Statement No. 84, Fiduciary Activities. The objective of Statement No. 84 isto
improve guidance regarding the identification of fiduciary activitiesfor accounting and financial reporting purposes
and how those activities should be reported. Statement No. 84 establishes criteriafor identifying fiduciary activities
of al state and local governments. The focus of the criteriagenerally ison (1) whether agovernment is controlling
the assets of the fiduciary activity and (2) the beneficiaries with whom a fiduciary relationship exists. Separate
criteria are included to identify fiduciary component units and postemployment benefit arrangements that are
fiduciary activities. Therequirements of GASB 84 are effective for reporting periods beginning after December 15,
2018. The Library System has implemented of GASB 84 in the current year and noted minimal impact on its
financial statements.

In June of 2017, GASB issued Statement No. 87, Leases. The objective of this Statement is to better meet the
information needs of financial statement users by improving accounting and financial reporting for leases by
governments. Under this Statement, alesseeisrequired to recognize alease liability and an intangible right-to-use
lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of resources, thereby
enhancing the relevance and consistency of information about governments’ leasing activities. TheLibrary System
has not evaluated the effect of GASB 87 on itsfinancia statements.

In May of 2020, GASB issued Statement No. 95, Postponement of the Effective Date of Certain Authoritative
Guidance. GASB 95 delaysthe effective date of several standards, including GASB 87, which isnow effectivefor
fiscal years beginning after June 15, 2021.

The GASB hasalsoissued Statements 88 - 94. None of these statements are expected to have a substantive effect on
the Library System’s financial reporting.
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MID-HUDSON LIBRARY SYSTEM
SCHEDULE OF CHANGESIN TOTAL OPEB LIABILITY AND RELATED RATIOS

Total OPEB Liahility 12/31/19 12/31/18
Service Cost $ 122968 $ 131,402
Interest 112,428 68,439
Economic/Demographic Gains or Losses 122,421 (1,171,006)
Changes in Assumptions or Other Inputs 169,087  (1,233,389)
Benefit Payments (179,083)  (168,916)

Net Change in Total OPEB Liability 347,821 (2,373,470)

Total OPEB liability - beginning 3,054,462 5,427,932

Total OPEB liahility - ending $ 3,402,283 $3,054,462

Covered Payroll $ 1,094,108 $1,081,336

Total OPEB Liability as a percentage of covered payroll 310.96% 282.47%

Notes to Schedule:

Changes in Assumptions:
Changes in Assumptions and other inputs reflect the effects of changes in the discount rate each period.
The following are the discount rates used in each period:
12/31/18 3.64%
12/31/19 3.26%

No assets are accumulated in a Trust that meets the criteriain paragraph 4 of GASB Statement 75 to

pay related benefits.

GASB 75 requires that the past 10 years of information be presented. Due to the fact that 2018 was the year of
implementation, prior year information is not available for 10 years. The datawill be accumulated over time and
presented according to GASB 75.
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Proportion of the Proportionate Share Net Pension Fiduciary Net Position

Net Pension  of the Net Pension Covered Asset (Liability) asaPercentage  as a Percentage of
Plan Y ear Ended Asset (Liability)  Asset (Liability) Payrall of Covered Payroll Tota Pension Liability

Employees Retirement System

3/31/2019 0.00320380% $ (227,000) $ 911,690 -24.90% 96.27%
3/31/2018 0.00308500% $ (106,780) $ 842,405 -12.68% 98.24%
3/31/2017 0.00327370% $ (307,604) $ 1,064,492 -28.90% 94.70%
3/31/2016 0.00305020% $ (489,559) $ 982,136 -49.85% 90.70%
3/31/2015 0.00311890% $ (105,366) $ 936,277 -11.25% 97.95%

GASB 68 requires that the past 10 years of information be presented. Due to the fact that GASB 68 was recently implemented, prior year
information is not available for 10 years. The data will be accumulated over time and presented according to GASB 68.
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Required Contributions

Contractually Actual Contribution Covered as a Percentage of its
Plan Y ear Ended Required Contribution Employer Contribution deficiency (excess) Payroll Covered Payroll
Employees Retirement System
3/31/2019 $ 117,756 $ 117,756 $ - $ 911,690 12.92%
3/31/2018 $ 112248 $ 112,248 $ - $ 842,405 13.32%
3/31/2017 $ 102,879 $ 102,879 $ - $ 1,064,492 9.66%
3/31/2016 $ 114645 $ 114645 $ - $ 982,136 11.67%
3/31/2015 $ 94,003 $ 94,003 $ - $ 936,277 10.04%

GASB 68 requires that the past 10 years of information be presented. Due to the fact that GASB 68 was recently implemented, prior year
information is not fully available for 10 years. The datawill be accumulated over time and presented according to GASB 68.
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GENERAL FUND

FOR THE YEAR ENDED DECEMBER 31, 2019

Budgeted Actual Amounts Variance with Final
Origina Final GAAPBasis Budget
Revenues:
Charges for Services $ 790,708 % 723759 $ 755383 % 31,624
Use of Money and Property 5,000 13,000 21,541 8,541
Miscellaneous 112,854 112,854 91,103 (21,751)
State Sources 2,479,002 2,482,689 2,600,285 117,596
Total Revenues 3,387,564 3,332,302 3,468,312 136,010
Expenditures:
Salaries 1,043,262 1,013,551 1,094,108 (80,557)
Equipment and Capital Outlay 20,600 195,624 193,496 2,128
Contractual Expenditures
Grants 761,519 765,276 859,894 (94,618)
Operations and Maintenance 76,974 76,974 61,723 15,251
Other Contractua 834,263 803,474 651,356 152,118
Employee Benefits
State Retirement System 120,605 116,350 125,056 (8,706)
Socia Security 79,865 75,894 80,011 (4,117)
Workers Compensation 12,000 12,000 13,016 (1,016)
Unemployment Insurance 1,300 1,300 - 1,300
Disability Insurance 1,300 1,300 925 375
Medical Insurance 428,155 389,119 402,357 (13,238)
Total Expenditures 3,379,843 3,450,862 3,481,942 (31,080)
Other Financing Sources/(Uses):
Operating TransfersIn 31,879 158,160 129,902 (28,258)
Operating Transfers Out (39,600) (39,600) (39,600) -
Tota Other Financing Sources/(Uses) (7,722) 118,560 90,302 (28,258)
Net Change in Fund Balance - - 76,672 76,672
Appropriation of Fund Balance - - - -
Total Change in Fund Balance $ - 3 - $ 76672 $ 76,672
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LIMITED LIABILITY PARTNERSHIP
CERTIFIED PUBLIC ACCOUNTANTS BUSINESS DEVELOPMENT CONSULTANTS

INDEPENDENT AUDITOR’SREPORT 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
Mid-Hudson Library System
103 Market Street
Poughkeepsie, NY 12601

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicableto the financial audits contained in Government Auditing Standardsissued by the Comptroller General
of the United States, the financia statements of the governmental activities, each major fund, and the aggregate remaining
fund information of the Mid-Hudson Library System as of and for the year ended December 31, 2019, and the rel ated notes
tothefinancial statements, which collectively comprisethe Library System’ sbasic financial statements, and haveissued our
report thereon dated July 15, 2020.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Mid-Hudson Library System’s internal
control over financia reporting (internal control) to determine the audit proceduresthat 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 onthe
effectiveness of Mid-Hudson Library System’s internal control. Accordingly, we do not express an opinion on the
effectiveness of Mid-Hudson Library System’sinternal control.

A deficiency ininternal control existswhen the design or operation of acontrol doesnot allow management or employees, in
the normal course of performing their assigned functions, to prevent, or detect and correct, misstatementson atimely basis.
A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that amaterial misstatement of the entity’ sfinancial statementswill not be prevented, or detected and corrected on
atimely basis.

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

rbtcpas.com

11 Racquet Road 2678 South Road, Suite 101 P.O.Box 209 340 Madison Avenue
Newburgh, NY 12550 Poughkeepsie, NY 12601 51 Sullivan Street 19th Floor
T:(845) 567-9000 T:(845) 485-5510 Wurtsboro, NY 12790 New York, NY 10173
F:(845) 567-9228 F:(845) 485-5547 T:(845) 888-5656 T:(718) 772-0850
F:(845) 888-2789 F:(718) 772-0851

39



Compliance and Other Matters

As part of obtaining reasonabl e assurance about whether the Mid-Hudson Library System’ sfinancial statementsarefreefrom
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have adirect and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with these 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 honcompliance or other
matters that are required to be reported under Gover nment Auditing Standards.

Purpose of ThisReport
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’ sinternal control or on compliance. Thisreportis

an integral part of an audit performed in accordance with Government Auditing Standards in considering the Mid-Hudson
Library System’sinternal control and compliance. Accordingly, this communication is not suitable for any other purpose.

RBT CPAs, LLP

Newburgh, NY
July 15, 2020






MID-HUDSON LIBRARY SYSTEM
SCHEDULE OF FINDINGS
DECEMBER 31, 2019

. Internal Control Findings

None Noted.

. Compliance Findings

None noted.
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