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INDEPENDENT AUDITORS' REPORT

To the Board of:
Marigold Library System

We have audited the accompanying financial statements of Marigold Library System,
which comprise the statement of financial position as at December 31, 2010 and the
statements of operations and changes in fund balances and cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory
information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Canadian generally accepted accounting principles, and
for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with Canadian auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.

Except as explained in the following paragraph, we conducted our audit in accordance
with Canadian auditing standards. Those standards involve performing procedures to
obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on our judgment, including the assessment of the risks
of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, we consider internal controls relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal controls. We also
include evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall financial statement presentation.
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Due to the inability to count book inventory, we were unable to perform the necessary
audit procedures to confirm, or verify by alternative means, physical book inventory
amounts at year end. Accordingly, we were not able to determine whether any
adjustments might be necessary to book inventory capital, amortization, accumulated
amortization and invested in capital assets.

Opinion

In our opinion, except for the effect of adjustments, if any, which we may have
determined to be necessary, had we been able to confirm the year end book inventory
amounts described in the preceding paragraph, these financial statements present fairly,
in all material respects, the financial position of Marigold Library System as at
December 31, 2010 and the results of its operations and cash flows for the year then
ended in accordance with Canadian generally accepted accounting principles.

/%77/ %///7;%.; v‘%’:ao_.

Strathmore, Alberta Gregory, Harriman & Associates
April 19, 2011 Professional Accountants
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Note 1

Note 2

Note 3

MARIGOLD LIBRARY SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

Purpose of the Organization

Marigold Library System (“System”) is a library resource and information centre
established for all participating residents of the System. The Board of Management of
the Marigold Library System is established by virtue of the Alberta Libraries Act.

Economic Dependence

The System is dependent on contributions from the Province of Alberta in order to
continue operations.

Significant Accounting Policies and Reporting Practices

Fund Accounting

Marigold Library System follows the restricted fund method of accounting for
contributions.

The Operating Fund accounts for revenues and expenses relating to the
organization's program delivery and administrative activities.

The Capital Fund reports the assets, liabilities, revenues and expenses related to the
organization's capital assets.

Capital Management

Capital is comprised of Marigold Library System’s fund balance and any debt that it
may issue. As at December 31, 2010, Marigold Library System’s fund balances were
$4,675,025 and it had no outstanding debt. Marigold Library System’s objectives when
managing capital are to continue as a going concern to protect its ability to meet its
on-going liabilities. Protecting the ability to pay current and future liabilities includes
maintaining capital above minimum regulatory levels, current financial strength rating
requirements and internally determined capital guidelines based on risk management
policies.

Internally Restricted Assets

The Internally Restricted balance, in the amount of $1,258,034 (2009 - $738,034), is
not available for other purposes without the approval of the Board of Directors. Of this
amount, $793,986 (2009 - $460,986) is restricted for capital projects, and $464,048
(2009 - $277,048) is restricted for operating purposes.

(continues)
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Note 3

MARIGOLD LIBRARY SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

Significant Accounting Policies and Reporting Practices (continued)

Capital Assets

Purchased capital assets are recorded at cost. Contributed capital assets are
recorded at fair market value at the date of contribution. Additions to the
organization's capital assets are recognized for expenditures in excess of $1,000 with

a useful life beyond two years.

All capital assets are amortized at fixed rates applied to diminishing balances. The
rates can be summarized as follows:

Buildings 4%

Books : 12%

Computer Equipment 30%, 45%, 55% and 100%
Data Network Infrastructure 30%

Furniture and Equipment 20%

Automotive Equipment 30%

Amortization expense is reported within the Capital Fund.

The half year rule is in effect in the year of acquisition. No amortization is taken in the
year of disposition.

Revenue Recognition

Restricted contributions related to general operations are recognized as revenue of
the Operating Fund in the year in which the related expenses are incurred. All other
restricted contributions are recognized as revenue of the Capital Fund.

Unrestricted contributions are recognized as revenue of the Operating Fund in the
year received or receivable if the amount to be received can be reasonably estimated
and collection is reasonably assured.

Income Taxes

As a registered not-for-profit organization, the organization is exempt from paying
income taxes under Section 149(1)(f) of the Income Tax Act.

Foreign Currency Translation

All assets and liabilities of operations denominated in currencies other than Canadian
dollars have been translated into Canadian dollars at the rate of exchange in effect at
the balance sheet date. Gains and losses resulting from the translation of assets and
liabilities are reflected in net income.

Revenue and expense accounts are translated at the average rates of exchange
prevailing during the period.

(continues)
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Note 3

Note 4

Note 5

Note 6

MARIGOLD LIBRARY SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

Significant Accounting Policies and Reporting Practices (continued)

Measurement Uncertainty

The financial statements have been prepared in accordance with Canadian generally
accepted accounting policies. The precise value of many assets and liabilities is
dependent on future events. As a result, the preparation of financial statements for a
period involves the use of approximations, which have been made using careful
judgment by management. Actual results could differ from those approximations.

Cash and Cash Equivalents

2010 2009
Operating
Petty Cash $ 200 $ 200
Bank 178,711 55,405
GIC maturing December 20, 2011,
at an interest rate of 1.50% 14,497 13,932
Premium Class Money Market Fund,
118,095.4 units, fixed value of $10/unit 987,546 1,007,107
1,180,954 1,076,644
Capital
GIC maturing December 20, 2011,
at an interest rate of 1.50% 63,030 60,576
GIC maturing June 21, 2011,
at an interest rate of 1.10% 72,917 72,554
Premium Class Money Market Fund,
65,803.9 units, fixed value of $10/unit 658,039 327.856
793,986 460,986
Total $1974940 $1,537.630
Accounts Receivable
2010 2009
Reimbursements $11,032 $ 8,538
Grants Receivable - 48,915
Levies - 3,325
Other - 130
$11,032 $ 60,908
Prepaid Expenses
2010 2009
Maintenance $10,129 $ -
Telecommunications 5,991 12,702
Prepaid Credit Card 4,969 (1,960)
Electronic Resources 3,371 11,092
Postage 1,980 699
Benefits 767 856
Training Costs - 181
$27.207 $ 23,570
Gregory, Harriman & Associates, Professional Accountants 11



Note 7

Note 8

Note 9

Note 10

MARIGOLD LIBRARY SYSTEM

NOTES TO THE FINANCIAL STATEMENTS

DECEMBER 31, 2010

Capital Assets

2010 2009
Accumulated Net Book Net Book
Cost Amortization Value Value
Buildings $1,188417 $ 571,278 $ 617,139 $ 639405
Books 5,494,206 2,927,073 2,567,133 2,473,828
Computer Equipment 607,725 582,705 25,020 185,939
Data Network Infrastructure 10,802 9,260 1,542 2,204
Furniture and Equipment 407,229 316,210 91,019 112,902
Automotive Equipment 127,129 46,944 80,185 93,338
$7.835508 $4453470 $3.382038 $ 3.507,616
Accounts Payable and Accrued Liabilities
2010 2009
Trade Payables $ 51,666 $ 85406
Payroll Liabilities 53,407 10,246
Accrued Liabilities 28,000 23,300
Vacation Payable 24 443 34,739
$ 157,516 $ 153,691
Deferred Revenue
2010 2009
Establishment Grants $431,214 $ 488,666
Rural Information Services Initiative Grants 132,180 240,233
Alberta Public Library Electronic Network Grant 19,915 -
Collection Funds : 2,671 12,405
Integrative Health Institute Donation 413 1,388
$ 586,393 $ 742,692

Invested in Capital Assets

This balance represents Marigold Library System’s net investment in capital
assets. It is the original asset cost, less accumulated amortization, debt directly
related to the capital assets and any deferred contributions related to the assets.

Gregory, Harriman & Associates, Professional Accountants
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Note 11

Note 12

MARIGOLD LIBRARY SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

Internally Restricted Funds
The organization has internally restricted funds for operations and special projects as

well as for capital purchases as listed below. The internally restricted funds are not
available for unrestricted purposes without approval of the Board of Directors.

. 2009 Increases Decreases 2010
Operating Internally Restricted
Operating $277048 $187.000 $ - $ 464,048
277,048 187.000 - 464,048
Capital Internally Restricted
Vehicle 24,000 20,000 - 44,000
Building 436,986 313,000 - 749,986
460,986 333,000 - 793,986
Total Internally Restricted $738,034 $520000 $ - $1,258.034

Financial Instruments

The organization chooses to apply the presentation and disclosure requirements in
Section 3861 Financial Instruments — Presentation and Disclosure in place of Section
3862 and 3863.

The organization has classified the following financial assets and liabilities as held for
trading: cash and cash equivalents, accounts receivable, accrued interest receivable,
and accounts payable and accrued liabilites. Transactions to purchase or sell these
items are recorded on the trade date, and transaction costs are immediately
recognized in the Statement of Operations. Held for trading financial instruments are
subsequently measured at their fair value, without any deduction for transaction costs
incurred on sale or other disposal, unless the fair value is not readily available. Gains
and losses arising from changes in fair value are recognized immediately in the
Statement of Operations. The fair value of cash and cash equivalents, accounts
receivable, accrued interest receivable, and accounts payable and accrued liabilities
approximates their carrying value due to their short term nature.

Credit Risk

Credit risk arises from the possibility that the entities to which the organization
provides services may experience financial difficulty and be unable to fulfill their
obligations. The organization is exposed to financial risk that arises from the credit
quality of the entities to which it provides services. As the organization provides
products and services to a variety of customers, its credit risk is minimized.

(continues)
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Note 12

Note 13

Note 14

Note 15

Note 16

MARIGOLD LIBRARY SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

Financial Instruments (continued)

Interest Rate Risk

Interest rate risk arises from the possibility that the value of, or cash flows related to, a
financial instrument will fluctuate as a result of changes in market interest rates. - The
organization is exposed to financial risk from interest rate differentials between market
interest rates and the rates used on their financial instruments.

Fair Value

The fair values of cash and cash equivalents, accounts receivable, accrued interest
receivable, and accounts payable and accrued liabilities, correspond closely to their
carrying amount because of their short term maturity dates.

Related Party Transactions

During the year Marigold Library System contributed $94,709 (2009 - $71,282)
towards The Regional Automation Consortium ("TRAC"), shown under Expenditures
on the Statement of Operations and Changes in Fund Balances. TRAC is a not-for-
profit organization in which Marigold is one of four participating organizations along
with Northern Lights Library System, Yellowhead Regional Library System and Peace
Library System, which share a centralized computer system for library automation.
This funding was determined based on an equal funding from each member and the
members' intent was to provide financial assistance to this organization.

Interfund Transfers

Interfund transfers were required to fund the cash outlays for capital asset
acquisitions and loan principal payments. During the year, $1,161,070 was
transferred from operations to fund capital transactions, including $333,000, which
was then transferred to capital reserves. An additional $187,000 was transferred from
operations to operating reserves.

Contributed Materials

Contributed materials have been reported at fair market value. Contributed books in
the amount of $6,070 (2009 - $2,400), has been recognized as capital asset additions
on the Statement of Financial Position and as capital donations revenue on the
Statement of Operations.

Commitments

Marigold Library System leases office equipment under long term operating leases.
Future minimum operating lease payments are as follows:

2011 $ 18,249
2012 2,525

Gregory, Harriman & Associates, Professional Accountants 14



MARIGOLD LIBRARY SYSTEM
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010

Note 17 Comparative Figures

Some of the comparative figures have been reclassified to conform to the current
year's presentation.

Gregory, Harriman & Associates, Professional Accountants 15



