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BEELS SOPER u
CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors' Report

library Commission

Sonoma County library

Santa Rosa, California

We have audited die accompanying financial statements of the governmental activities, cacli major fund and the

aggregate remaining fund information of die Sonoma Count)- Library (the "Library"), as of and for the year

ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the Library's

basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance

with accounting principles generally accepted in (he United States of America; this includes the design,

implementation, and maintenance of internal control relevant to the preparation and fair presentation of

financial statements that are free from material misstatcment, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our

audit in accordance with auditing standards generally accepted in the United States of America and the standards

applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of die

United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free from material misstatemenl.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the

risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk

assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of

the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for

the purpose of expressing an opinion on the effectiveness of the entity's internal control. According, we

express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and

the reasonableness of significant accounting estimates made by management, as well as evaluating the overall

presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for out' 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 Sonoma County Library, as ofJune 30, 201 5, and the respective changes in financial position for the year

then ended in accordance with accounting principles generally accepted in the United States of America.
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Emphasis of Matter

As discussed in Note N to the basic financial statements, the Library adopted the accounting requirements of

Governmental Accounting Standards Board Statement No. 68, Accounting and Financial Reporting for Pensions and

Governmental Accounting Standards Board Statement No. 71, Pension Transition for Contributions Made Subsequent

to Measurement Date - an amendment o/GASB Statement No. 68, which resulted in the restatement of previously

reported amounts for the year ended June 30, 2015. Our opinion is not modified with respect to this matter.

Other Matters

Required Supplemental \njbn?iation

Accounting principles generally accepted in the United States of America require that the management's

discussion and analysis and budgetary comparison information on pages 3 - 8 and 33 - 34 be presented to

supplement the basic financial statements. Such information, although not a part of the basic financial

statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential

part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or

historical context. We have applied certain limited procedures to the required supplementary information in

accordance with auditing standards generally accepted in the United States of America, which consisted of

inquiries of management about the methods of preparing the information and comparing the information for

consistency with management's responses to our inquiries, the basic financial statements, and other knowledge

we obtained during our audit of the basic financial statements. We do not express an opinion or provide any

assurance on the information because the limited procedures do not provide us with sufficient evidence to

express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 26, 2016, on our

consideration of the Library's internal control over financial reporting and on our tests of its compliance with

certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of thai-

report is to describe the scope of our testing of internal control over financial reporting and compliance and the

results of that testing, and not to provide an opinion on internal control over financial reporting or on

compliance. That report is an integral part of an audit performed in accordance with Government Auditing

Standards in considering die Library's internal control over financial reporting and compliance.

Petaluma, California

August 26, 2016
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Sonoma County Library

Management's Discussion and Analysis

June 30, 2015

As management of the Sonoma County Library (the "library"), we offer readers of the Library's financial

statements this narrative overview and analysis of the financial activities of the library for the fiscal year that

ended June 30, 2015.

Financial Highlights

■ The liabilities of die library exceeded its assets at the close of the most recent fiscal year by $4,476,015

(net position). The Library's total net position decreased by $10,565,367 from the previous year. The

net position from operations for the year increased by $1,131,552. The large decrease is due to a prior

period adjustment related to the implementation of GASB Statement No. 68, which defined reporting;

requirements for employers mat participate in pension plans. The GASB 68 prior period adjustment

resulted in an $11,696,919 decrease in net position.

As ol the close of the curren! fiscal year, the Library's governmental funds reported combined

ending fund balances of 111,337,841, an increase of $1,350,067 in comparison with the prior year.

Approximately 43% or $4,887,348 is available for spending at the library's discretion (unassigned fund
balance).

At the end of the current fiscal year, the unassigned fund balance for the general fund was

$4,887,348 or 30% of the total general fund expenditures.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Library's basic financial statements. The

Library's basic financial statements comprise three components: 1) government-wide financial statements, 2) fund

financial statements, and 3) notes to die basic financial statements. This report also contains other supplementary

information in addition to the basic financial statements themselves.

Government-wide Financial Statements

The government-wide financial statement portions of this combined reporting format are designed to

provide readers with a broad overview of the library's finances, in a manner similar to the private business
sector.

'Hie statement of net position presents information on all of the Library's assets and liabilities, with the

difference between the two reported as net position. Over time, increases or decreases in net position may

serve as a useful indicator ofwhether the financial position of the Library is improving or deteriorating.

The statement oj activities presents information showing how the government's net position changed during

the most recent fiscal year. All changes in net position arc reported as soon as the underlying event giving

rise to the change occurs, regardless oj the timing of related cash jlows. Thus, revenues and expenses are

reported in this statement for some items that will only result in cash flows in future fiscal periods

(e.g., earned but unused vacation leave).

Governmental Funds

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives. The Library, like other state and local governments, uses fund accounting to

ensure and demonstrate compliance with finance-related legal requirements. The Library's funds all fall under the
category of governmental funds.



Sonoma County Library

Management's Discussion and Analysis

June 30, 2015

Governmental funds are used to account for essentially the same functions reported as governmental activides in

the government-wide financial statements. However, unlike the government-wide financial statements,

governmental fund financial statements focus on near-term inflows and outflows of spendable resources, as well

as on balances of spendable resources available at the end of the fiscal year. Such information may be useful in

evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than thai of the government-wide financial statements, it h

useful to compare the information presented for governmental funds with similar informadon presented for

governmental activities in the government-wide financial statements. By doing so, readers may better understand

the long-term impact of the government's near-term financing decisions. Roth the governmental fund

balance sheet and the governmental fund .statement of revenues, expenditures, and changes in fund balances

provide a reconciliation to facilitate this comparison beLween governmental funds and governmental activities.

The Library maintains five governmental funds. Information is presented separately in the governmental funds

balance sheet and in the governmental funds statement of revenues, expenditures, and changes in fund balances foi:

the general fund and major special revenue Rinds (G.E. Cromwell, Lcoleon Hopkins and Gifts & Donations).

Other Funds contains all of the non-major funds aggregated and presented in a single column.

Notes to the Financial Statements

The notes provide addidonal information that is essential to a full understanding of the data provided m

the government-wide and fund financial statement. The notes to the financial statements can be found after

the basic financial statement section of this report.

Required Supplementary Information

Schedules prcsendng budgetary comparison information for the Library's governmental funds are

supplementary information required by generally accepted accounting principles and immediately follow the

notes to the basic financial statements.

Government-Wide Financial Statements

As noted earlier, net position may serve over time as a useful indicator of a government's financial position. In

die case of the Library, liabilities exceed assets by $4,476,015 at the close of the most recent fiscal year.



Sonoma County Library

Management's Discussion and Analysis

June 30, 2015

Statement of Net Position

Net Assets

As of

|unc 30, 2014

As of

[une30, 2015

Cash and investments in County Treasury

Other current assets

Capital assets

Deterred pensions- outflows

10,322,713

94,408

3,367,385

11,994,145

(45,298

3,230,885

1,192,715

Total assets

Current liabilities

Non-current liabilities

13,784,506

429,287

7,265,867

16,563,043

801,602

16,844,575

Total liabilities

Deferred pensions - inflows

Invested in capital assets, net of related debt

Unrestricted

7,695,154

3,367,385

2,721,967

17,646,177

3,392,881

3,230,885

(7,706,900)

Total net assets 6,089,352 (4,476,015)

Statement of Activities

For the

year ended

fune 30, 2014

For the

year ended

June 30, 2015

Revenues

Program revenues

Property taxes

Investment earnings

Intergovernmental

Other revenue

932,389

14,839,258

197,366

399,229

10L273

S 893.068

16,104,447

89,026

299,300

97.202

Total revenue 16,469,515 17,483,043

Expenses

Personnel

Materials

Depreciation

Other program expenses

$ 11,810,971

1,726,863

298,223

2,874,341

$ 11,800,406

1,653,069

229,378

2.668.638

Total expenses 16,710,398 16,351,491

Increase (decrease) in net position

Net position at beginning of year

Change in accounting principle — GASB 68

(240,883)

6,330,235

! 1,131,552

6,089,352

(11,696,919)

Net position at the end of the year 6.089,352 $ (4.476,015)



Sonoma County Library

Management's Discussion and Analysis

June 30, 2015

As noted earlier, the Library's net position decreased during the year ended June 30, 2015 by

$10,565,367. Library operations increased the net position by $1,131,552. The large decrease in the net

position of $11,696,919 is due to a prior period adjustment related to the implementation of GASB

Statement No. 68, which defined reporting requirements for employers that participate in pension plans.

Governmental Funds

GeneralVand

As previously mentioned, the Library uses funds lo help control and manage money for particular purposes.

For the years ended June 30, 2015 and 2014, the Library's general fund reported a fund balance of $8,269,043

and $6,488,009, respectively. This increase is primarily attributable to the increase in property tax revenues of

approximately $1,300,000 and the transfers from other funds of approximately $517,000 while expenses

stayed relatively flat from year to year.

Special Revenue Y'unds

The changes in the special revenue funds from year to year were as follows:

1) G.E. Cromwell Fund - fund balance decreased from $751,210 to $749,064 for the year ended June 30,

2015. Investment earnings amounted to £3,793 and $5,939 was transferred to the general fund.

2) Leoleon Hopkins Fund - fund balance decreased from $1,046,262 to %983,858 for the year ended June 30,

2015. Investment earnings amounted to $2,596 and $65,000 was transferred to the general fund.

3) Gifts & Donations Fund - fund balance decreased from $720,833 to $571,118 for the year ended |unc 30,

2015. The fund had investment earnings of $3,044 and grants and contributions in the amount of $359,877

for the year. The fund also had expenses in die amount of $314,095 and $198,541 was transferred to the
general fund.

4) Other Funds - fund balance decreased from S98l,520 to $764,758 for the year ended June 30, 2015. The

fund had total revenues of 531,587 and transferred $248,349 to the genera! fund.



Sonoma County Library

Management's Discussion and Analysis

June 30, 2015

Capital Assets

The Library's investment in capital assets as of June 30, 2015, amounted to $3,230,885 (net of accumulated

depreciation). This investment in capital assets includes land, buildings, vehicles and equipment.

Library's Capital Assets

(Nci of Depreciation)

2014

$ 207,000

2,813,134

28,104

319,147

S 3,367,385

2015

3 207,000

2,700,210

48,590

275,085

$ 3,230,885

Land

Buildings and construction in progress

Vehicles

Equipment

Total capital assets, net

Additional information on the Library's capital assets can be found in Note E to these financial statements.

Long-Term Obligations

As of June 30, 2015 and June 30, 2014, the Library had $803,935 and S822.442, respectively, in compensated

absence liabilities. At the end of the year, the Library had $9,378,768 in obligations for the pension liability. As

ot June 30, 2015, the Library had $6,661,872 in obligations for other post-employment benefits. More detailed

information about the Library's compensated absences is presented in Note A and K, the pension liability in
Note G and other pose-employment benefits in Note J-J of the financial statements

General Fund Budgetary Highlights

There were two variances between the budget and actuals that are worth noting for the year ended June 30,

2015. First, the actual tax revenue received was approximately $1,300,000 higher than the budgeted amount

because die property tax base for the County of Sonoma increased more than was expected. The second area
was the salary and benefits area. The actual expense for salary and benefits was lower than the budgeted amount
by approximately $500,000. This variance was the result of numerous positions going unfilled for an extended
period of time and the actual expenses for retiree health benefits coming in lower than budget.

Economic Factors and Next Year's Budget

lhe tax revenue for fiscal year 2015-16 is expected to increase at approximately die same rate as it did in 2014-

15 as the economy continues to recover. The increased revenue will allow the library to address some areas

where expenditures had been deferred during the recession. The Library's 2015-16 budget includes allocations
lor tilling two long vacant positions, an IT Manager and a Facilities Manager. Other areas that will be addressed
include developing a new facilides master plan, adverdsing and an increase in the materials budget.



Sonoma County Library

Management's Discussion and Analysis

Tune 30, 2015

The Library Commission also authorized use of approximately $900,000 of the surplus (fund balance) from

fiscal year 2014-15 operations. This will be used for one-lime expenses that include an additional deposit to the

trust that was set up for the post-employment benefits, a marketing and outreach campaign, a refresh of the

Cloverdale branch interior and initial costs for a temporary Library branch in Roseland.

Contacting the Library's Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general

overview of the Library's finances and to show the Library's accountability for the money it receives. Any

questions about this reporl. or requests for additional information may be directed to Kenneth Nicman, Chief

Financial Officer, 211 E Street, Santa Rosa, California 95404.
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Sonoma Count)- Library

Statement of Net Position

Tune 30, 2015

Assets

Cash and investments in County Treasury % 11 994 145

Other cash ' 3[
Accounts receivable 97 595

Other assets 10 949

Capital assets (net of accumulated depreciation, where applicable)

Landi 207,000
Building and improvements 2 700 210

Furnishings and equipment 275 085

Vehicles 40 cnn

Total capital assets, net 3 230 885

Deferred outflows of resources

Deferred pensions \ 19^ 715

Total deferred outflows of resources 1192 715

Total assets 16,563,043

Liabilities

Amounts payable within one year:

Accounts payable and accrued liabilities $ 801 602

Amounts payable after one year:

Compensated absences 3Q3 935

Net pension liability 9.378 768

Net obligation for post-employment benefits 6 661 872

Total liabilities 17,646 177

Deferred inflows of resources

Deferred pensions 3 392 8SI

Total deferred inflows of resources 3 392 881

Net position

Invested m capital assets, net of related liabilities 3 230 885

Unrestricted ^ (7,706,900)

Total net position 3 (4 476 015)

See accompanying Notes to the Basic Financial Statements
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Sonoma County Library

Statement of Activities

Year Ended June 30, 2015

Program expenses

Library:

Personnel

Materials

Depreciation

Other program expenses

11,800,406

1,653,069

229,378

2,668,638

Total program expenses 16.351,491

Program revenues

Operating grants and contributions

Charges for fines, fees and services

381,024

512,044

Total program revenues 893.068

Net program expenses

General revenues

Property taxes

Investment income

Intergovernmental

Other

15,458,423

16,104,447

89,026

299,300

97,202

Total general revenues 16,589,975

Increase in net position

Net position at beginning of year

Change in accounting principle - GASB 68

Net position at beginning of year, as restated

1,131,552

6,089,352

(11,696,919)

(5.607.5671

Net position at end of year (4,476,015)

See accompanying Notes to the Basic Financial Statements
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