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BEELS SOPER
CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors' Report

Libraiy Commission

Sonoma County library

Santa Rosa, California

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

aggregate remaining fund information of the Sonoma County Library (the -''Library"), a component unit of the

County of Sonoma, as of and for the year ended June 30, 2014, 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 the United States of America; this includes the design,

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

financial statements that arc 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 the

United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatcment.

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

financial statements. The procedures .selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk

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

the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we

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

die reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
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, 2014, 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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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the budgetary comparison

information on page 26 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 suppiementar)' 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 suiheient evidence to express an opinion or provide any assurance.

The Management's Discussion and Analysis is not a required part of the basic financial statements but is

supplementary information rcquu-ed by the Governmental Accounting Standards Board. Management of the

Sonoma County Library has elected to omit this information.

Other Repotting Required by Government Auditing Standards

In accordance with Government Auditing Standards* we have also issued our report dated June 18, 2015, on our

considcration 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 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 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 iw considering the Library's internal control over financial reporting and compliance.

Petaluma, California

June 18, 2015



Sonoma County Library

Statement of Net Position

June 30, 2014

Assets

Cash and investments in County Treasury

Other cash

Accounts receivable

Other assets

Capital assets (net of accumulated depreciation, where applicable)
Land

Building and improvements

Furnishings and equipment

Vehicles

10,322,713

36,753

47,655

10,000

207,000

2,813,134

319,147

28,104

Total capital assets, net
<6'

Total assets
13,784.506

Liabilities

Amounts payable within one year:

Accounts payable and accrued liabilities

Amounts payable after one year:

Compensated absences

Net obligation for post-employment benefits

$ 429,287

822,442

6,443,425

Total liabilities
.69!

Net position

Invested in capital assets, net of related liabilities

Unrestricted
3,367,385

■y 791 0/C7

Total net position
I 6,089,352

See accompanying Notes to the Basic Financial Statements



Sonoma County Library

Statement of Activities

Year Ended Tune 30, 2014

Program expenses

Personnel

Materials

Depreciation

Other program expenses

11,810,971

1,726,863

298,223

2,874,341

Total program expenses 16,710.398

Program revenues

Operating grants and contributions

Charges for fines, fees and services

401,547

530,842

Total program revenues 932.389

Net program expenses

General revenues

Property taxes

Investment income

Intergovernmental

Other

15,778,009

14,839,258

197,366

399,229

101.273

Total general revenues 15,537,126

Decrease in net position

Net position at beginning; of year

(240,883)

6.330.235

Net position at end ofyear $ 6,089,352

See accompanying Notes to the Basic Financial Statements
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Sonoma County Library

Balance Sheet - Governmental Funds

Tune 30, 2014

Special Revenue Funds

G. E. Lcoleon Gifts &

General Cromwell Hopkins Donations

Fund I runclFund
Other

Funds

Total

Governmental

Funds

Assets

Cash and investments

in County Treasury

Other cash

Accounts receivable

Other assets

$ 6,787,727

36,753

34,618

751,210 $ 1,046,262 $ 743,844 % 993,670

8,037 5,000

to,ooo

10,322,713

36,753

47,655

10,000

Total assets ft 6,859,098 $ 751,210 $ 1,046,262 $ 751,881 $ 1,008,670 $10417

Liabilities and fund balances

Liabilities

Accounts payable and

accrued liabilities 3 371,089
3 31,048 % 27,150 % 429,287

Fund balances

Committed:

Capital improvement

Stabilization fund

Assigned

Unassigned

1,384,867

1,989,538

504,605

2,608,999

751,210 1,046,262 720,833 981,520

1,384,867

1,989,538

4,004,430

2 608 999

Total fund balances 6,488,009 753,210 L046.262 ■'20 981 520

Total liabilities and

fund balances ft 6,859,098 $ 751,210 $ 1,046,262 $751,881 $1008 670

Amounts reported for governmental activities in the statement of net position
arc different because:

Capital assets used in governmental activities are not financial resources and
therefore arc not reported in the governmental funds

Long-term liabilities arc not due and payable in the current period

and therefore are not reported in the governmental funds:

Compensated absences

Obligation for post-employment benefits

Net position of governmental activities

9,987,834

3,367,385

(822,442)

(6,443,425)

S 6,089,352

See accompanying Notes to the Basic Financial Statements
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Sonoma County Library

Statement of Revenues, Expenditures and Changes in Fund Balances -

^ Governmental Funds

Year Ended June 30, 2014

Special Revenue Funds

Revenues

Property taxes

Library fines, fees

and services

Intergovernmental

Investment income

Grants and contributions

Other

General

Fund

$ 14,839,258

530,842

399,229

125,676

10,234

101,273

g. a

Cromwell

Fund

_

-

15,103

_

Leoleon Gifts & Total

Hopkins Donations Other Governmental

Fund Fund Funds Funds

20,961 14,981 20,644

225,272 166,041

3 14,839,258

530,842

399,229

197,366

401,547

101.273

Total revenues 16,006,512 15,103 20,961 240,253 186,685 16.469,515

Expenditures

Current

Salaries and benefit?

Operating

Capital outlay

11,015,217

4,309,487

205,133

136,943 154,771

86.305 23.733

11,015,217

4,601,201

315,171

Total expenditures 15,529,837 223,248 78,504 15,931 589

Excess of revenues

over expenditures

Other financing sources (uses)

Transfers in

Transfers out

476,675 15,103 20,961 17,005 8,181 537,925

Total other financing

sources (uses)

Excess of revenue

and other financing sources

over expenditures and other

financing uses 476,675 15,103 20,961 17,005 8,181 537,925

Fund balance at

beginning of year

Fund balance at

end of year

6,011

$ 6,488

,334

,009

736,107

$ 751,210 1

1,025,301

! 1,046,262

703,828

$ 720,833

973

% 981

339 9 449 909

,520 $ 9 987 834

See accompanying Notes to the Basic Financial Statements
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Sonoma County Library

Statement of Revenues, Expenditures and Changes in Fund Balances -

Governmental Funds (continued)

Year Ended June 30, 2014

Amounts reported for governmental activities in the statement of activities

(page 4) are different because:

Net change in fund balances - total governmental funds (page 6) % 537,925

Governmental funds report capital outlays as expenditures;

however, in the statement of activities the cost of those

assets is allocated over their useful lives and reported as

depreciation expense. This is the amount by which

capital outlay (3315,171) exceeded depreciation expense ($298,223)

in the current period. [^ 943

Governmental funds report principal payments and obligations as

expenditures in the period incurred; however, no expense is

recognized in the statement of activities as the capital leases

are recorded as assets with a corresponding Liability in the

statement of net assets. 1 3^-7

The change in compensated absences reported in the statement of

activities does not require the use of current financial resources

and therefore, is not reported as an expenditure in governmental funds. 11 535

The change in the net obligation for post-employment benefits in the

statement of activities does not require the use of current financial resources

and therefore, is not reported as an expenditure in governmental hinds. (808,658)

Decrease in net position of governmental activities (page 4) § /?40

See accompanying Notes to the Basic Financial Statements
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Sonoma County Library

Notes to the Basic Financial Statements

Year Ended June 30, 2014

The notes to the basic financial statements include a summary of significant accounting policies and other notes
considered essential to fully disclose and fairly present the transactions and financial position of the Sonoma
County Library as follows:

Note A. Defining die Financial Reporting Entity

Note B. Summaiy of Significant Accounting Policies

Note C. Stewardship, Compliance and Accountability

Note D. Cash and Investments

Note E. Capital Assets

Note F. Employees' Retirement Plan

Note G. Other Post Employment Benefits

Note H. Deferred Compensation Plan

Note I. Commitments

Note J. Long-Term Obligations

Note K. Insurance

Note L. Related Party Transactions

Note M. Subsequent Events



Sonoma County Library

Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note A. Defining the Financial Reporting Entity

The Sonoma County Library (the 'library") is a joint powers agency established between the County
of Sonoma (the "County") and cities in 1975 to provide library service on an equal basis throughout
the County. The Library Joint Powers Authority (JPA) is governed by a seven-member Library
Commission (the "Commission") which includes five appointees of the Board of Supervisors, and
one appointee each from the cities of Petaluma and Santa Rosa. There are currently ten regional
libraries, two rural library stations, and the Santa Rosa central library.

The Library is a component unit of the County. The Library is a separate legal entity/agency and
presents basic Financial statements. The County exercises financial oversight over the Library in

accordance with the terms of the JPA. In accordance therewith, the financial data of this component
unit will be combined with the County's annual financial report for the fiscal year ended June 30,

2014. There are no other organizations or agencies whose basic financial statements should be
combined and presented with the basic financial statements of the Library.

Note B. Summary of Significant Accounting Policies

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) display information on the Library as a whole. These financial statements include die
financial activities of the Library's nonfiduciary activities. For the most part, the effect of interfund
activity has been removed from these statements. The Library docs not have any activities that arc
considered business-type activities.

The statement of net position presents the financial condition of the government acuviues of the
Ubrary at year end. The statement of activities demonstrates the degree to which the direct expenses
of a given function or segment are offset by program revenues. Program expenses are those that arc
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 instead as general revenues.

During the year, the Library segregates transactions in separate funds in order to aid financial
management and to demonstrate legal compliance. Fund financial statements are designed to present

financial information of the Library at a more detailed level. The focus of governmental fond
financial statements is on major funds. The major funds are presented m separate columns. Non-
major funds are aggregated and presented in a single column.



Sonoma County Library

Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note B. Summary of Significant Accounting Policies (continued)

Measurement Focus, Basis ofAccounting, and Financial Statement Presentation

The government-wide basic financial statements are reported using the economic resources

measurement focus and the accrual basis of accounting. All assets and all liabilities associated with

the operation of the Library are included on the statement of net position. Revenues arc recorded

when earned and expenses are recorded when a liability is incurred, regardless of the riming of related

cash flows. Property taxes are recognized as revenues in the year for which they are levied. Revenues

from grants and donations arc recognized as revenue as soon as all eligibility requirements imposed

by die provider are met.

Governmental funds are reported using the current financial resources measurement focus and the

modified accrual basis of accounting. Under this method, revenues are recognized when measurable

and available. Taxes other than property taxes, interest, certain state and federal grants and charges

for services are accrued when their receipt occurs within three hundred sixty five days of the end of

the accounting period so as to be both measurable and available. Pines and other revenues arc

recorded as revenues when received in cash because they arc generally not measurable until actually

received. Property taxes are accrued when their receipt occurs within sixty days of the end of the

accounting period. However, debt service expenditures, as well as expenditures related to

compensated absences and claims and judgments are recorded only when payment is due. General

capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of general

long-term debt and capital leases are reported as other financing sources.

The Library reports the following major governmental funds:

General Fund

The General Fund is the principal fund of the library. General tax revenues and other sources of

revenue used to finance die fundamental operations of the Library are accounted for in this fund.

General operating expenditures arc paid from this fund.

G. E. Cromwell Fund

The G. E. Cromwell Fund is a major fund and was established in 1987. The funds are to be used

for substantial enrichment and/or enhancement of the Pctaluma Library in the areas of facilities,
collections and sen-ices.

Leoleon Hopkins Fund

The Leoleon Hopkins Fund is a major fund and was established in 2004. The funds are to be used

for the substantial enrichment and/or enhancement of the Pctaluma Library in the areas of
facilities, collections and services.

Gifts & Donations Fund

The Gifts and Donations Fund is a major fund and includes donations and various other gifts. The

funds are used for various Library projects, programs, collections and sendees.

The Other Special Revenue Funds of the Library arc all considered non-major funds. Other Special

Revenue Funds arc used to account for specific revenues that are assigned to expenditure foe
particular purposes.
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Sonoma County Library

Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note B. Summary of Significant Accounting Policies (continued)

Encumbrances

Encumbrance accounting is employed as an extension of the budgetary process. Encumbrance
accounting, under which purchase orders, contracts and other commitments for the expenditure of
funds arc recorded to reserve that portion of the applicable appropriation, is employed in the
governmental fund types. Encumbrances outstanding at year-end are reported as reservations of the
fond balances and do not constitute expenditures or liabilities because the commitments will be
honored during subsequent years.

Cash and Investments

The Library's operating cash is pooled with the Sonoma County Treasurer except for other cash
which consists of petty cash and a payroll clearing account. The County Treasurer also acts as
disbursing agent for the Library.

Investments are stated at fair value in the statement of net position and the corresponding changes in
fair- value of investments are recognized in the year in which the change occurred. The fair value of
investments is determined quarterly. Realized and unrealized gains or losses and interest earned on

pooled investments are allocated quarterly to the appropriate funds based on their respective average
daily balance for that quarter.

CapitalAssets

Capital assets, which include land, buildings, improvements, vehicles, furnishings and equipment are
reported in the government-wide Financial statements. Capital assets are defined by the library as
assets with an initial, individual cost of more than 35,000 and an estimated useful life in excess of one
year. Such assets are recorded at historical cost. Donated capital assets are recorded at the estimated
tair value at the date of donation.

The costs of normal maintenance and repairs that do no, add to the value of the asset or materially
extend the assets' life are not capitalized.

Capital assets of the Library, except land, are depreciated using the Straight-line method over the
following estimated useful lives:

Sidings 50 years
Building improvements 30 yCars

Vehicles "5 years
Furnishings and equipment 5 years

Equipment under capital lease 5 years

The Library's collection of library books is not capitalized. This collection is unencumbered held for
public exhibition and education, protected, cared for and preserved, and subject to the I ibrary's
policy that requires proceeds from Lbc sale of these items to be used to acquire other collection items

11



Sonoma County Library

Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note B. Summary of Significant Accounting Policies (continued)

CompensatedAbsences

library employees arc entitled to certain compensated absences based on their length of
employment. Employees may accumulate earned vacation benefits that can be accrued up to a
maximum of 240 to 280 hours per employee based on years of service. Accumulation of vacation
time in excess of this limit may be granted upon recommendation of the Director with confu-madon

by the Commission. Terminated employees are entitled to foil payment of unused vacation benefits.

Employees may also accumulate unused sick leave benefits without limit. Accumulated sick leave
benefits may convert to compensatory time for up to a maximum of four days determined by a
sliding scale based on actual sick days used during the previous year. Employees separated from
library service, for reasons other than disability, may receive payment of 25% of the monetary
equivalent of their accumulated unused sick leave benefit, not to exceed 500 hours. Employees
separated from library service due to disability may receive full payment for all unused sick leave
Employees retiring from die library may choose to receive payment as described above or to have
unused sick leave converted to additional service credit as 'provided by the Public Employees'
Retirement System ("PERS").

A liability is calculated for all of the costs of compensated absences based upon benefits earned by
employees in the current period for which there is a probability of payment at termination The
salary and related payroll costs used to calculate the liability are chose in effect as of June 30 2013
Because vacation and sick leave balances do not require the use of current financial resources no
liability is recorded within the governmental funds. However, this liability is reflected in the
government-wide statement of net position.

Net Position - Government-wide Financial Statements

Net position represents the difference between assets and liabilities, "Net position invested in capital
assets, net of related debt\ consists of capital assets, net of accumulated depreciation reduced by the
outstanding balances of any borrowings used for the acquisition, construction or improvement of
those assets. Restricted net position"'is reported as restricted if the use is constrained to a particular
purpose. Restrictions are imposed by external organizations such as federal or state laws
"Unrestricted net position" consists of ail other net position that does not meet the definition of the
above two components and is available for general use by the library.

bund Balances — Governmental Funds

Governmental funds report fund balances in specifically defined classifications in accordance with
the criteria established by GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions. The Library classifies fund balances in to the following five categories:

Nonxpendable fund balance - amounts that cannot be spent because they arc either (a) not
spendable in form or (b) legally or contractually required to be maintained intact.

Restricted'fund balance - amounts with constraints placed on their use that are either (a) externally
imposed by creditors, grantors, contributors, or laws or regulations of other governments- or (b)
imposed by law through constitutional provisions or enabling legislation.

12



Sonoma County Library

Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note B. Summary of Significant Accounting Policies (continued)

Fund Balances - Governmental Funds (continued)

Committed fund balance - amounts that can only be used for specific purposes determined by

formal action of the library's highest level of decision making authority (the Sonoma County

Board of Supervisors) and that remain binding unless removed in the same manner. The

underlying action that imposed the limitation needs to occur no later than the close of the

reporting period.

.Assignedfund balance - amounts that are constrained by the library's intent to be used for specific

purposes. The intent can be established at either the highest level of decision making, or by a

body or an official designated for that purpose. This is also the classification for residual funds

in the Library's special revenue funds.

Unasngmdfund balance - the residual classification for the Library's General Fund that includes

amounts not contained in the other classifications. In other funds, the unassigncd classification

is used only if expenditures incurred for specific puiposes exceed the amounts restricted,

committed, or assigned to those purposes.

The Library Commission establishes, modifies or rescinds fund balance commitments and

assignments by passage of an ordinance or resolution. This is done through adoption of the budget

and subsequent budget amendments that occur throughout the year. All such occurrences within the

committed fund balance must then be approved by the Sonoma County Board of Supervisors.

When both restricted and unrestricted resources are available for use, it is the Library's policy to use

restricted resources first, then unrestricted resources as they are needed.

Fund Balance Polhy

The library believes that sound financial management principles require that sufficient funds be

retained by the Library to provide a stable financial base at all times. To retain this stable financial

base, the Library needs to maintain unrestricted fund balance in its general fund sufficient to fund

cash flows of the Library and to provide financial reserves for unanticipated expenditures and/or

revenue shortfalls of an emergency nature. Committed, assigned and unassigned fund balances arc

considered unrestricted.

The purpose of the Library's fund balance policy is to maintain a prudent level of financial resources

to protect against temporary revenue shortfalls or unpredictcd one-time expenditures.

13



Sonoma County Library

Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note B. Summary of Significant Accounting Policies (continued)

X'tmd balance Po/hy (continued)

The Library's committed fund balances are comprised of the following:

Capita/ improvementfund - The Library has adopted a policy to pay for priority projects to expand

and/or improve the Library's services through the creation of new buildings/facilities, the

addition of major new technology, or renovation of existing facilities. The funds in this

category are determined using the Library's budget process and are based on its capital

improvement plan.

Stabulation fund - The Library has adopted a policy and established a committed fund balance

known as the stabilization fund. The stabilization fund is to be no less than 12.5% of the

library's annual operating expenditures in the current year's budget. The purpose o\' the

Library's stabilization fund is (1) to insulate the library programs and sendee levels from large

unanticipated one-time expenditures due to unforeseen circumstance and (2) to temporarily

insulate the library's programs and service levels from slower revenue growth that typically

occurs during an economic recession. The allowable uses of the stabilization fund are as

follows:

Emergency reserves - Half of the stabilization fund, or 6.25% of the Library's approved

operating expenditures for the current fiscal year, will be used in the case of unforeseen

emergencies, including natural and man-made disasters, unanticipated major repairs or

replacement of capital assets, or other cases in which the library is faced with funding a

large, unanticipated expenditure. Emergency reserves must begin to be restored during

the next budgeted year, and the Library Director shall present a plan for the restoration

within three months of its use.

Counter cyclical reserves - The balance of the stabilization fund, or 6.25% of the library's

approved operating expenditures for the current fiscal year, may be used if the property

tax projections fall below the level of the previous year. The reserves may only be used to

maintain current expenditure levels and provide bridge financing during the first eighteen

months of an economic downturn. Counter cyclical reserves must begin to be restored

within twenty-four months of their first use, and the library Director shall present a plan

for restoration within eighteen months of its use.

]1/teifnndTransactions

The following is a description of the basic types of interfund transactions and the related accounting

policies:

1) Quasi-external (charges for current services) - Transactions for services rendered or

facilities provided. These transactions are recorded as revenue in the receiving fund and

expenditures in the disbursing fund.

2) Non-operating transfers - Transactions to allocate resources from one fund to another

fund not contingent on the incurrence of specific expenditures in the receiving fund.

These transactions are recorded as transfers in and out in the same accounting period.

These amounts are eliminated in the governmental activity columns of the governmental funds
balance sheet.

14



Sonoma County Library

Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note B. Summary of Significant Accounting Policies (continued)

Properly Taxes

Property taxes, including tax rates, arc regulated by the State and arc administered locally by the County
I he County is responsible for assessing, collecting and distributing property taxes in accordance with
state law. The County is also responsible for (he allocation of property taxes to the library. Article
XIII of the California Constitution (more commonly known as Proposition 13) limits ad valorem
taxes on real property to 1% of value plus taxes necessary to pay indebtedness approved by voters
prior to July 1, 1978. The Article also established the 1975/76 assessed valuation as the basis and
limits annual increases to the cost of living, not to exceed 2%, for each year thereafter. Property may
also be reassessed to full market value after a sale, transfer of ownership, or completion of new
construction. The State is prohibited under die Article from imposing new ad valorem sales or
transactions taxes on real property. Local government may impose special taxes (except on real
property) with the approval of two-thirds of the qualified electors.

'Hie County has adopted the Teeter Alternative Method of Property Tax Allocation known as the
leetcr 1 Ian . I"he State Revenue and Taxation Code allows counties to distribute secured real

property and supplemental property taxes on an accrual basis resulting in foil payment to the I ibrary
each fiscal year. Any subsequent delinquent payments and related penalties and interest will revert to
the County.

Properly taxes are recognized as revenue when they are levied because they are considered to be both
measurable and available. Liens on real property arc established January 1 for the ensuing fiscal year
Ihe property tax is levied as ofJuly 1 on all taxable property located in the County. Secured property
taxes are due in two equal installments on November 1 and February 1, and arc delinquent after
December 10 and April 10, respectively. Additionally, supplemental property taxes are levied on a
pro rata basis when changes in assessed valuation occur due to sales transactions or the completion
of construction. Property tax collection and valuation information is also disclosed in the County of
Sonoma Comprehensive Annual Financial Report.

NmAccounting Pronouncements

In June 2012, the Governmental Accounting Standards Board ("GASB") issued Statement No 67
financial Reporhngfor Pension Plans - an Amendment a/GASB Statement No. 25 and Statement No' 6s'
Accounting and Financial Reporting Jo?- Pensions - an Amendment o/GASB Statement No. 27. The objective
of both Statements is to improve accounting and financial reporting data by state and local
governments for pensions and pension plans. Both Statements are effective for financial statements
tor periods beginning afterJune 15, 2014.

In November 2013, the Governmental Accounting Standards Board ("GASB") issued Statement No
71 1 cnsion Traction for Contributions Made Subsequent to the Measurement Date - an Amendment ofGA SB
Statement No 68 Ihe objective of this Statement- is to provide transition provision, related to
Statement No. 68 for state or local government employers who contribute to defined benefit pension
pans after the measurement date of the government's beginning net pension liability. This
Statement is effective concurrently with Statement No. 68.

The impact of diese pronouncements which have been issued, but not yet adopted on the basic
financial statements of the Library is unknown at this time.



Sonoma County Library

Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note B. Summary of Significant Accounting Policies (continued)

Rent Expense

Rent expense for the year ended June 30, 2014 amounted to $11,926.

Estimates

The preparation of the basic financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and assumptions

that affect certain reported amounts and disclosures. Accordingly, actual results could differ from

those estimates.

Note C. Stewardship, Compliance and Accountability

Budget and Budgetary Accounting

The Library Commission approves an annual appropriated budget for die General Fund to be

effective July Is1 for the ensuing fiscal year. The Count)' Board of Supervisors dien adopts the

budget. The Library Director is authorized to transfer budgeted amounts within any character

(group of accounts); however, any revisions that alter die total appropriations of any fund must be

approved by the Library Commission and die Board of Supervisors. Annual appropriations that

have not been encumbered lapse at year-end. Budgetary data is presented as required supplementary

information in the accompanying Statement of Revenues, Expenditures, and Changes in Fund

Balance - Budget and Actual - General Fund on page 26.

Note D. Cash and Investments

The Library follows die practice of pooling cash and investments of all funds with die Sonoma County

Treasurer except for petty cash and a payroll clearing account.

Investment earnings on pooled cash and investments are allocated quarterly to the various funds based

on the average daily balances by Rind during the quarter.

Investment Guidelines

The library's pooled cash and investments are invested pursuant to investment policy guidelines

established by the Sonoma Count}' Treasurer and approved by the Sonoma County Board of

Supervisors. The objectives of the policy are, in order of priority: safety of capital, liquidity, and

maximum rate of return. The policy addresses the soundness of financial insdtutions in which the

County will deposit funds, types of investment instruments as permitted by the California Government

Code, and die percentage of the portfolio that may be invested in certain instruments with longer terms
to maturity.
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Sonoma County Library

Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note D. Cash and Investments (continued)

Investment Guidelines (continued)

Permitted investments include die following:

U.S. Treasury and Federal agency securities

Bonds issued by local agencies

- Registered State warrants and municipal notes

Negotiable certificates of deposit

Bankers' acceptances

Commercial paper

Medium-term corporate notes

- Local Agency Investment Fund (State Pool) demand deposits
Repurchase agreements

Reverse repurchase agreements

Shares of a mutual hind average life

Collateralized mortgage obligations

A copy of the County Investment Policy is available upon request from die Treasurer at 585 Fiscal
Drive, Room 1001% Santa Rosa, California, 95403.

Cash and investments as of June 30, 2014, are classified in the accompanying statement of net
position as follows:

Cash and investments in County Treasury * i n 700 ti i
Other cash

-^ |_10,355,052

Investment in County Treasurer's Pooled Cash

As ofJune 30, 2014, the Library's investments consisted of 310,322,713 in the Treasury Pool managed
by the County Treasurer, which carry a weighted average maturity of approximately twelve months
Ihe credit rating and odier information regarding the Treasury Pool for the fiscal year ended June 30
2014 will be disclosed in the County of Sonoma's June 30, 2014, Comprehensive Annual Financial
Report.

The net increase in die fan- value of the Library's investments in die Treasury Pool during fiscal year
June 30, 2014, was $147,784 and is included in investment earnings. Tins amount takes into account all
changes in fan- value (including purchases and sales) that occurred during die year. The unrealized earn
on investments held at year end amounted to 582,399. The realized gains and losses from secumies
matured during the current fiscal year arc recognized through the net change in die fair value of the
investments held in die Treasury Pool.
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Sonoma County Library

Notes to the Basic Financial Statements

Year Ended June 30, 2014

D. Cash and Investments (continued)

Investment in County Treasurer's Pooled Cash (continued)

The net increase in fair value of investments by fund, and included in revenue - investment losses for
the year ended June 30, 2014, are as follows:

General Fund <r g-j

G.E. Cromwell Fund 10 j^g

Leoleon Hopkins Fund 15041

Gifts & Donations Fund in ^q

Other Funds *a 9q^

$147,784

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an

investment. Generally the longer the maturity of an investment, the greater the sensitivity of its fair

value is to changes in market interest rates. As ofJune 30, 2014, the library had no investments other
than the cash and investments pooled with the County Treasury. Other cash consists of petty cash and
a payroll checking account neidier of which constitute investments that cany interest rate risk.

Custodial Credit R&rvfc

Custodial credit risk for deposits is die risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover us deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The custodial credit risk for investments is die
risk that, in die event of die failure of the counterparty to a transaction, a government will not be able
to recover die value of its investment or collateral securides that are in the possession of another party.

The California Government Code and the County's investment policy do not contain legal or policy
requirements that would limit the exposure to custodial credit risk for deposits or investments. The
California Government Code requires that a financial institution secure deposits made by state or local
governmental units by pledging securities in an undivided collateral pool held by a depository regulated
under state law. The market value of the pledged securities in the collateral pool must equal at least
110% of the total amount deposited by the state or local governmental unit. The California
Government Code also limits the total of all securities lending transactions to 20% of die fair value of
the investment portfolio.

Concentration ofCredit Risk

At various times during the year, the Library had on deposit with financial institutions amounts in
excess of the $250,000 federally insured deposit limit. At June 30, 2014, the bank balance of cash held
by a financial institution did not exceed the federal deposit insurance limit.
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Sonoma County Library

Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note E. Capital Assets

Capital asset activity for the governmental activities for the year ended June 30, 2014, was as follows:

July 1, 2013 Increase Decrease |une 30, 2014

Capital assets,

not lacing depreciated:

Land

Capital assets,

being depreciated:

Buildings and

improvements

Vehicles

Furnishings and

equipment

Equipment held under

capital leases

S 207,000

3,320,604

280,857

3,960,870

108,511

$

208,907

-

106,264

-

9

_

_

(246,058)

(108,511)

1 207,000

3,529,511

280,857

3,821,076

Total capital assets

being depreciated 7,670,842 315,171 (354,569)

Less accumulated

depreciation for:

Buildings

and improvements 613,602

Vehicles 238,702

Furnishings and

equipment 3,569,376

Equipment under

capital leases 105,725

102,775

14,051

178,611

2,786

(246,058)

(108,511)

7,631,444

716,377

252,753

3,501,929

Total accumulated

depreciation

Total capital assets

being depreciated, net

Governmental activities

capital assets, net

4,527/105

3,143,437

% 3,350,437 $

298,223

16,948

16,948

(354,569)

S

4,471,059

3,160.385

$ 3,367 385

Depreciation expense relating to governmental activities amounted to $298,223 for the year ended
June 30, 2014, and was charged to program expenses.
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Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note F. Employees' Retirement Plan

Plan Description

The Library contributes to the California Public Employees' Retirement System ("PERS"), an agent

multiple-employer public employee defined benefit pension plan. PERS provides retirement and

disability benefits, annual cost-of-living adjustments, and death benefits to plan members and

beneficiaries. PERS acts as a common investment and administrative agent for participating public

entities within the State of California. Benefit provisions and all other requirements are established by

state statute and county ordinance. Copies of PERS1 annual financial report may be obtained from its

executive office: 400 Q Street, Sacramento, California 95814.

In September 2012, Governor Brown signed the Public Employee Pension Reform Act of 2013

("PERPA"). PERPA went into effect on January 1, 2013. The impact of PERPA on the Library

retirement benefits is that all new employees arc mandated into a new tier of PERS retirement benefits

titled 2.0% at age 62. The 2.0% at age 62 is a lesser benefit that the 2.0% at age 55, unless an employee

works past the age of 66. As ofJune 30, 2014, there were 129 covered employees under the 2.0% at 55

plan and 8 covered employees under the 2.0% at 62 plan.

banding Policy

Participants are required to contribute 7% of (heir annual covered salary. The Library is also required

to contribute at an actuarially determined rate. The rate for the year ended June 30, 2014, was 15.919%

for the annual covered payroll. The contribution requirements of plan members and the library arc

established and may be amended by PERS.

Annual Pension Cost

The library's annual pension cost of 3(1,131,860 for the year ended June 30, 2014, for PERS was equal

to the Library's required and actual contributions. The required contribution was determined as part of

the June 30, 2011, actuarial valuation using the entry age normal actuarial cost method. The

assumptions included in theJune 30, 2011, actuarial valuation were: (a) 7.50% investment rate of return

(net of administrative expenses), (b) projected annual salary increases ranging from 3.30% to 14.20%

depending on age, service and type of employment, and (c) 3.00% payroll growth. Both (a) and (b)

included an inflation component of 2.75%. The actuarial value of PERS assets was determined using

techniques that smooth the effects of short-term volatility in the market value of investments over a 15

year period (smoothed market value). PERS' unfunded actuarial accrued liability is being amortized as a

level percentage of projected payroll on a closed basis. The remaining amortization period at June 30,

2011, was 19 years for prior unfunded sendee.

Three YearTrendInformation (in thousands):

Fiscal Annual Pension Cost Percentage of Net Pension

Year Ended (APC) APC Contributed Obligation

June 30,2012 55 1,148 100%

June 30,2013 1,195 100

June 30,2014 1,132 100
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Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note F. Employees' Retirement Plan (continued)

I 'uiided Status and Funding Progress

As of June 30, 2013, the most recent actuarial valuation, the plan was 80.9% funded (based on the
actuarial value of the assets). The actuarial accrued liability for benefits was $52 995 38? and the
actuarial value of assets was $42,856,115, resulting in an unfunded actuarial' accrued liability
( UAAL") of $10,139,267. The covered payroll (annual payroll of active employees covered by the
plan) was 57,323,101, and the ratio of the UAAL to the covered payroll was 134.8%.

Schedule ofFunding Progress {in thousands):

Actuarial

Valuation

Date

6/30/11

6/30/12

6/30/13

Actuarial

Asset

Value

44,452

46,561

42,856

Entry Age

Actuarial

Accrued

1 .lability

48,921

51,131

52,995

Unfunded

Actuarial

Accrued

Liability

4,469

4,570

10,139

Funded

Ratio

90.9

91.1

80.9

Covered

Payroll

7,481

7,306

7,523

Underfunded

Actuarial Accrued

Liability as

Percentage of

Covered Payroll

59.7%

62.6

134.8

PEES Employer Contribution Rale

PKRS estimates that employer contributions of 16.458% and 17.783% will be required for the years
endingjune 30, 2015 and June 30, 2016, respectively.

Note H. Other Post Employment Benefits

ment
In addition to the pension benefits described in Note F, the Library provides other post employ
benefits ("OPEB") for retired employees.

Plan Description

The Library provides health insurance benefits to all career employees who have retired as of luly 1
U83, and thereafter at the same level of benefits as those being provided for current career
empJoyces and in accordance with the schedule of payments for the same. Any Library employee
newly hired or rehired by the Library after July 1, 1997, will receive this benefit after employment
with the library for at least 10 years (including coverage for the dependent spouse or domestic
partner). Employees hired after October 18, 2013 must have at least 15 years of service For
employees hired between July 1, 1997 and October 18, 2013 that complete at least 20 years the
Library will contribute to the cost of one dependent (spouse or domestic partner). The Library
contributes 80% to 84% of the cost towards the retiree's health insurance benefit depending on
employee classification. This benefit is provided by Library Commission approval of the employee
labor union MOU. r '

21



Sonoma County Library

Notes to the Basic Financial Statements

Year Ended Tune 30, 2014

Note H. Other Post Employment Benefits (continued)

Vunduig Policy

The contribuuon requirements of OPEB plan members and the library are established and may be

amended by agreement of the library Commission and employee labor union. The required

contribution is based on projected pay-as-you-go financing requirements, with an additional amount

to prefund benefits as determined annually by the Library Commission. For the year ended June 30,

2014, the Library contributed only the current pay-as-you-go portion of the current premium which

amounted to $490,84-3. By decision of management and die Libraiy Commission, no amounts were

contributed to prefund benefits. OPEB plan members receiving benefits are currently not required

to contribute.

Annual OPEB Cos! and Net OPEB Obligation

The Library's annual OPEB cost (expense) is calculated based on the annual required contribution

(the "ARC") of the Libraiy, an amount actuarial!}' determined in accordance with the parameters of

GASB Statement No. 45. The ARC represents a level of funding that, if paid on an ongoing basis, is

projected to cover normal costs each year and amortize any unfunded actuarial liabilities (or funding

excess) over a period not to exceed thirty years. The following table shows the components of the

Library's annual OPEB cost for the year, the amount actually contributed to the plan, and changes in

the Library's net OPEB obligation to the Plan:

Annual required contribution $ 1,205,588

Interest on net OPEB obligation 281,738

Adjustment to annual required contribution (187,826)

Annual OPEB cost \ 299 501

Contributions made 49Q 343

Increase in net OPEB obligation 808 658

Net QPEB obligation - beginning of year 5,634,767

Net OPEB obligation - end of year $ 6,443 425

'.K\



Sonoma County Library

Notes to the Basic Financial Statements

Year Ended Tune 30, 2014

Note H. Other Post Employment Benefits (continued)

The Library's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and

die net OPEB obligation for the year ended June 30, 2013, and the two preceding years were as

follows (in thousands):

Percentage ot

Fiscal Annual Annual OPEB Cost Net OPEB

Year Ended OPEB Cost Contributed Obligation

June 30,2012 $ 1,343 39.6% 14,815

June 30,2013 $ 1,356 39.5% $ 5,635

June 30,2013 $ 1,300 37.8% 5? 6,443

bundedStatus and Funding Ptvsress

As of July 1, 2013, the most recent actuarial valuation date, the plan was not funded. The actuarial

accrued liability for benefits was $17,388,266, and the actuarial value of assets was zero, resulting in

an unfunded actuarial accrued liability ("UAAL"} of $17,388,266. The covered payroll (annual

payroll of active employees covered by the plan) was $7,367,137, and the ratio of the UAAL to the

covered payroll was approximately 236%.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and

assumptions about the probability of occurrence of events far into die future. Examples include

assumptions about future employment, mortality, and the healthcare cost trend. Amounts

determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations and
new estimates are made about the future.

Actuarial'Methods andAssumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as

understood by the employer and the plan members) and include the types of benefits provided at the

time of each valuation and the historical pattern of sharing of benefit costs between the employer

and plan members to that point. The actuarial methods and assumptions used include techniques

that are designed to reduce the effects of short-term volatility in actuarial accrued Liabilities and the

actuarial value of assets, consistent with the long-term perspective of the calculations.

In the July 1, 2013 actuarial valuation, the entry age normal funding method was used. The actuarial

assumptions included a 5% investment rate of return (net of administrative expenses), which is a

blended rate of Che expected long-term investment returns on plan assets on the employer's own

investments calculated based on the funded level of the plan at the valuation date, projected salary

increases of 2.8%, and an annual healthcare cost trend rate of 4% - 6% per year. All rates included a

3% inflation assumption. The actuarial value of assets was determined using techniques that spread
the effects of short-term volatility in the market value of investments over a five-year period. The

UAAL is being amortized as a level percentage of projected payroll on an open basis. The remaining
amortization period at June 30, 2013, was 30 years.
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Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note I. Deferred Compensation Plan

The Library has established two deferred compensation plans (the "Plans") created in accordance
with California Government Code Section 53212 and Internal Revenue Code Section 457. The Plans
permit employees to defer a portion of their salary until future years. The deferred compensation is

not available to employees until termination, retirement, death or an unforeseeable emergency.
Under a MOU with the labor union, the Library agrees to make matching contributions to the Plan
of up to 1% of regular compensation for all full and part time participating employees.

The Plans' assets are held by independent investment managers in a trust for the exclusive benefit of
the employees and their beneficiaries and therefore, arc not recorded as assets of the Library. Each
employee directs the investment of the assets in his or her account.

Note J. Commitments

Line ofCredit

The Library has an open line of credit from the County of Sonoma which was approved by
resolution of the Library Commission and the County Board of Supervisors. Article XVI Section 6

of the California State Constitution authorises this type of temporary transfer of funds upon such
approval. The line of credit is granted on an as needed basis, not to exceed the greater of 51,500 000
or 85% of the Library's revenue during the fiscal year. The line of credit is primarily used by' the
Library when its cash balances are depleted prior to receiving property tax revenue from the County
For the year ended June 30, 2014, there were no funds advanced to the Library and therefore, no
interest costs associated with the line of credit.

Note K. Long-Term Obligations

CompensatedAbsences

Vested vacation and an accrual for vested sick leave for Library employees amount to $822,442 at
June 30, 2014 and is recorded as a long-term liability within the statement of net position
Compensated absences are generally liquidated by the General Fund.

Changes in l^ong-Term Obligations

A summary of changes in long-term obligations for the governmental activities is as follows:

Balance

Tub 1,2013 Increase Decrease

Amounts

Balance Due Within

[une 30, 2014 One Year

Compensated absences $ 833,977

$ 1,367

Obligations under

cnpka] lease

% 11,535

% 1,367

$ 822,442
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Notes to the Basic Financial Statements

Year Ended June 30, 2014

Note L. Insurance

The library carries commercial insurance for all significant risks of loss which include public official

liability, general liability, property and workers' compensation insurance. Settled claims resulting from

these risks have not exceeded commercial insurance coverage in any of the past three fiscal years.

Note M. Related Party Transactions

During 2014, the Library contracted with die County of Sonoma for services related to maintaining

the Library's general ledger and for access to service yards and fuel. Total expenditures for such
services amounted to $156,386 for the year.

Note N. Subsequent Events

Tn accordance with ASC 855, The Library subsequent events through June 18, 2015, the date these
financial statements were available to be issued. With the exception of those matters discussed
below, there were no material subsequent events that required recognition or additional disclosure in
the financial statements.

first Amendment and RestatedJoint Powers Agnement

On August 1, 2014, the Library and the County entered into an agreement to modify and amend the
original JPA entered into in 1975 and replace it in its entirety. The new JPA expanded the

membership of the Library Commission and changed the manner in which Commissioners arc
appointed. It also establishes Library Advisory Boards for each city or community in which at least

one regional Library branch operates. A full copy of the amended and restated JPA can be found on
the Library's website at www.sonomacountylibrary.org.
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Sonoma County Library

Statement of Revenues, Expenditures and Changes in Fund Balances -

, Budget and Actual - General Fund

Year Ended Tune 30, 2014

Revenues

Property taxes

library fines, fees

and services

Intergovernmental

Investment earnings (losses)

Grants and contributions

Other

Budgeted Amounts

Origin ;il Final

Actual Amounts Variance with

(Budgetary Basis) l";inal Budget

Sec Note A Positive (Negative)

14,050,445

512,190

204,052

20,000

15,000

95,600

14,091,364

528,690

247,254

24,000

1,000

95.600

14,839,258 3 747,894

530,842

399,229

125,676

10,234

101.273

2,152

151,975

101,676

9,234

5.673

Total revenues 14,897,287 14,987.908 16,006,512 1,018,604

Expenditures

Current

Salaries and benefits

Operating

Retirement - long-term debt

Capital outlay

Contingency

[1,511,500

4,123,048

30,000

190,000

25,000

11,353,926

4,221,376

26,000

290,000

25,000

11,015,217

4,309,487

-

205,133

338,709

(88,111)

26,000

84,867

?=> 000

Total expenditures 5,879,548 15,916.302 15 529 837 186,46:

Excess (deficiency) of revenues

over expenditures

Other financing sources (uses)

Transfers in

(982,261) (928,394) 476,675 1,405,069

Net change in fund balance

Fund balance at beginning of year

Adjustments from budgetary basis to GAAP

Fund balance at end of year

(982,261) $ (928,394) 476,675 $ 1,405,069

6,011,334

6,488,009

See accompanying Notes to Required Supplementary Information
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Notes to Required Supplementary Information

Year Ended June 30, 2014

Note A. Budgetary Accounting

Budgets are adopted on a non-GAAP basis. For the purpose of a budgetary presentation, actual
GAAP expenditures have been adjusted to include current year encumbrances to exclude
expenditures against prior year encumbrances and to exclude other financing sources and off-setting
expenditures related to capital lease additions. In addition, the budgetary presentation reflects the
ericct of reimbursements which are negative expenditures used to transfer costs between departments
within the governmental Rinds. For GAAP purposes, reimbursements are recorded as
expenditures/expenses in the reimbursing fund and as reductions of the expenditures/expenses in the
fund that is reimbursed. Reimbursements primarily consist of charges initially incurred by departments
responsible for communications, vehicles and data processing and eventually applied to other funds.
Reimbursements axe not reflected on the budgetary basis.

Although individually there were excess expenditures over appropriations in the General Fund, total
operating expenditures were not in excess of appropriations.
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BEELS SOPER
CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors' Report on Internal Control Over Financial Reporting

and on Compliance and Other Matters Based on an Audit of Financial

Statements Performed in Accordance with Government Auditing Standards

Library Commission

Sonoma County Library

Santa Rosa, California

We have audited, in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States, the financial statements of die governmental activities, each major fund and the
aggregate remaining fund information of the Sonoma County Library (the "Library"), a component unit of the

County of Sonoma, as of and for the year ended June 30, 2014, and the related notes to the financial statements,
which collectively comprise the Library's basic financial statements and have issued our report thereon dated
June 18, 2015. l

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Library's internal control

over financial reporting (internal control) to determine (he audit procedures that are appropriate in the

circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of

expressing an opinion on the effectiveness of the Library's internal control. Accordingly, we do not express an
opinion on the effectiveness of the Library's internal control.

\ deficiency w internal control exists when the design or operation of a control docs not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatcmetiLs on a timely basis. A material makmss is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility dial a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency or a
combination of deficiencies, in internal control that is less severe than'" a material weakness, yet important
enough to merit attendon by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of diis section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not
Identified Given these limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist that have not been identified
We did identify certain deficiencies in internal control, described in the accompanying schedule of findings and
responses that we consider co be significant deficiencies.

I1) Keller Strcel Peialuma, CA 94952 Tel 707.763.3888 Fa\ 707.763.4888 I www.beels-soper.com
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Independent Auditors' Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial

Statements Performed in Accordance with Government Auditing Standards (continued)

Compliance and Other Matters

As part of obtaining reasonable assurance about whether die Library's financial statements are free of material
restatement, we performed tests of its compliance with certain provisions of laws, regulations contracts and
grant agreements, noncomphaucc with which could have a direct and material effect on the determination of
Financial statement amounts. However, providing an opinion on compliance with those provisions was not an
ob,ective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no

i n°nCOmpllflnCe °1' °lhcr matters *** ** «"F*«I ro ^ reported under Government Auditing

The Library's Response to Findings

The Library's response to the findings identified in our audit is described m the accompanying schedule of
findings and responses. The Library's response was not subjected to the auditing procedures applied in the audit
ot the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of intemal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or
on compliance. Ih.s_report is an integral part of an audit performed in accordance with Government Auditive
Standards• m considering the entity's intemal control and compliance. Accordingly, this communication is not
suitable tor any other purpose.

lop

Petaluma, California

June 18,2015
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Sonoma County Library

Schedule of Findings and Responses

Year Ended Tune 30. 2014

Findings and Responses

2014-01 Availability of Financial Reporting Information

Finding, Based upon the observations made during our audit, we feel the Library has a lack of

control and direction regarding the accounting system and overall fiscal management. In general, an
accounting and information system should be designed to provide management with accurate and

timely financial information to enable well-informed decisions to be made by all levels of

management. The present system fails to meet these expectations. We strongly suggest that Library

seriously consider creating an accounting and information system that will facilitate the production
of more useful financial information, provide for more accountability of assets and provide financial

information at a departmental level lo increase overall accountability throughout the Library, not
just at top level of management.

Response: We acknowledge die need for an enhanced financial management system. Currently, the
Library is dependent on the County of Sonoma (the "County") for financial system support. The
County implemented a new financial management system on July 1, 2014. TheLibrary was part of

the conversion and has begun using the new financial system. The new system has improved

controls and functionality and the Library is working to establish improved reporting within the new
system.

2014-02 Accounting Policies and Procedures

Finding. During the course of our audit we noted the Library lacks a written accounting policies and
procedures manual.

Response: We acknowledge there should be addidonal documentation of the accounting policies and
procedures. This item will be addressed and completed byjune 2015.

2014-03 Gift Acceptance Policy

Vindtng During the course of our audit we noted that the library lacks documented gift acceptance
procedures for public gifts to the Library. This lack of policy also results in an inability for gifts to
be traced to their ultimate use.

Response: We acknowledge there should be additional documentation of the accounting policies and
procedures. This item will be addressed and completed byjune 2015.
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2014-04 Capital Improvement Fund

Finding. During the course of our audit, we noted that the Library lacks a detailed methodology for

the establishment of its restricted capital improvement fund. We suggest that the Library

implement a more thoughtful approach to establishing such balance.

Response. We acknowledge the need to include the establishment of the amount for the restricted

capital improvement fund as part of the annual budget preparation and adoption process.

2014-05 Physical Inventory of Fixed Assets

Finding. During the course of our audit, we noted that the Library has not performed a physical

inventory of its fixed asset ledger and that there arc variances between the fixed asset ledger and the

general ledger.

Response: We acknowledge there was no fixed asset inventory during 2013-14. It is a high priority

that a fixed asset inventory and reconciliation of the Library fixed asset records be completed prior
to June 30, 2015.
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