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Independent Auditor’s Report

To the Board of Trustees
Pulaski County Public Library District
Pulaski County, Kentucky

| have audited the accompanying financial statements of the governmental activities, the
discretely presented component unit, the major fund and the remaining fund information of the Pulaski
County Public Library District as of, and for the year ended June 30, 2014, and the related notes to
the financial statements, which collectively comprise the District'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 the
preparation and fair presentation of financial statements that are free from material misstatements,
whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express opinions on these financial statements based on my audit. |
conducted my 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 |
plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

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 the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.
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To the Board of Trustees
Pulaski County Public Library District
Page 2

| believe that the audit evidence obtained is sufficient and appropriate to provide a basis for my
audit opinions.

Opinions

In my opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, discretely presented component unit,
the major fund, and the remaining fund information of the Pulaski County Public Library District as of
June 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.

Other Matters
Required Supplementary Information

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 through 8
and 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. | 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 | obtained during our
audit of the basic financial statements. | do not express an opinion or provide any assurance on the
information because the limited procedures do not provide me with sufficient evidence to express an
opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued my report dated March
4, 2015 on my consideration of the Pulaski County Public Library District’s internal control over
financial reporting and my 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 my
testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the 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 the Pulaski County Public Library District’s internal control over financial reporting and

compliance. % 25, & éL/'/ A Pllc
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MANAGEMENT'S DISCUSSION AND ANALYSIS

My discussion and analysis of the Pulaski County Public Library District’s financial performance
provides an overview of the District’s financial activities for the fiscal year ended June 30, 2014. Please
read it in conjunction with the District’s financial statements.

FINANCIAL HIGHLIGHTS

e The District's net position increased by approximately $408.54 thousand as a result of this
year's operations.

e During the year, the District's governmental activities had expenses of $2,072 thousand,
which was $409 thousand less than the $2,481 thousand generated in tax and other
revenues, which primarily consisted of property taxes, telecommunications taxes, charges for
services, grants and contributions, as well as interest income and other revenue.

¢ The beginning cash balance for the District was $714,987.

e The ending cash balance for the District was $872,818.

e The District’s total debt decreased by $523,676 during the current fiscal year.
USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Position and
the Statement of Activities provide information about the activities of the District as a whole and
present a longer-term view of the District’s finances. Fund financial statements tell how these
services were financed in the short term as well as what remains for future spending. Fund
financial statements also report the District’s operations in more detail than the government-wide
statements by providing information about the District's most significant funds.

Reporting the District as a Whole
Government- Wide Financial Statements

One of the most important questions asked about the District’s finances is, "Is the District as a
whole better off or worse off as a result of the year's activities?" The Statement of Net Position
and the Statement of Activities report information about the District as a whole and about its
activities in a way that helps answer this question. These statements include all assets and
liabilities using the accrual basis of accounting, which is similar to the accounting used by most

private-sector companies. All of the current year's revenues and expenses are taken into account
regardless of when cash is received or paid.



MANAGEMENT'S DISCUSSION AND ANALYSIS, CONTINUED

These two statements report the District’'s net position and changes in them. You can think of the
District’s net position-the difference between assets and liabilities-as one way to measure the
District’s financial health, or financial position. Over time, increases or decreases in the District’s
net position are one indicator of whether its financial health is improving or deteriorating. You will
need to consider other nonfinancial factors, however, such as changes in the District’'s property
tax base to assess the overall health of the District.

Reporting the District’s Most Significant Funds
Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds-not
the District as a whole. Some funds are required to be established by State law and by bond
covenants.

o Governmental funds-The District’s basic services are reported in governmental funds, which
focus on how money flows into and out of those funds and the balances left at year-end that
are available for spending. These funds are reported using an accounting method called
modified accrual accounting, which measures cash and all other financial assets that can
readily be converted to cash. The governmental fund statements provide a detailed short-
term view of the District’s general government operations and the basic services it provides.
Governmental fund information helps you determine whether there are more or fewer
financial resources that can be spent in the near future to finance the District’'s programs. We
describe the relationship (or differences) between governmental activities (reported in the
Statement of Net Position and the Statement of Activities) and governmental funds in a
reconciliation that follows the fund financial statements.

THE DISTRICT AS A WHOLE

The District’'s combined net position increased from a year ago-increasing from $4,518.8
thousand to $4,926.6 thousand.

A large portion of the District’s net position reflects its investment in capital assets (e.g. books,
land and improvements, buildings and improvements, furniture and equipment); less any related
debt used to acquire those assets that is still outstanding. The District uses its capital assets to
provide services to the public; consequently, the capital assets are not available for future
spending. Although the District’s investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate the debt.

Our analysis below focuses on the net position (Table 1) and changes in net position (Table 2) of
the District's governmental activities.



MANAGEMENT'S DISCUSSION AND ANALYSIS, CONTINUED

Table 1
Net Position
(in Thousands)

Primary
Governmental
Activities
2014 2013
Curmrent assets $ 960.96 $ 819.08
Other assets _ 15.23 15.23
Capital assets 12,650.21 12,914.91
Total Assets 13,626.40 13,749.22
Current liabilities 715.89 737.49
Noncurrent liabilities 7,983.90 8,493.65
Total Liabilities 8,699.79 9,231.14
Investment in Capital Assets,

net of Debt 4,160.11 3,901.14
Unrestricted 766.50 616.94
Total Net Position 4,926.61 4,518.08

Net position of the District's governmental activities increased $408.54 thousand from a year
ago. Unrestricted net position-the part of net position that can be used to finance day-to-day
operations without constraints established by debt covenants, enabling legislation, or other legal
requirements changed from $616.94 thousand at June 30, 2013, to $766.50 thousand at June
30, 2014.



MANAGEMENT'S DISCUSSION AND ANALYSIS, CONTINUED

Table 2
Changes in Net Position
(in Thousands)

Primary
Governmental
Activities
2014 2013
Revenues
General Revenues
Property taxes $2,332.44 $2,332.28
Telecommunications tax 27.62 28.40
Charges for services 26.72 2714
Operating grants and contributions 41.65 40.28
Capital grants and contributions 43.00 43.00
Interest income 0.88 0.70
Other revenues 2.63 4.80
Total Revenues 2,474.94 2,476.60
Program Expenses
General Government 1,731.98 1,741.09
Debt Service - Interest 340.08 359.15
Total Expense 2,072.06 2,100.24
Transfers in from component unit 5.65 13.31
Increase(Decrease) in Net Position 408.53 389.67
Net Position, beginning 4,518.08 4,128.41
Net Position, ending $ 4,926.61 $4,518.08

The District’s total revenues were flat for the fiscal year. The total cost of all programs and
services decreased by 1.3 percent ($28.18 thousand).

There was no change in property tax revenue. Grants include state aid and Kentucky
Department for Libraries and Archives grants. State aid was steady for the fiscal year, as were
other grant funds received. The largest expense decrease was in the area of interest expense
on debt service as the declining principal balance is resulting in annual interest savings.
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MANAGEMENT'S DISCUSSION AND ANALYSIS, CONTINUED

The cost of all governmental activities this year was $2,072.06 thousand compared to $2,100.24
thousand last year. However, as shown in the Statement of Activities on page 10, the amount
that our taxpayers ultimately financed for these activities through District taxes was $1,957.18
thousand because the remaining cost was paid by user charges, grants and contributions and
interest income and other revenues. Overall, the District's governmental program revenues,
including fees for services, decreased in 2014 from $27.14 thousand to $26.72 thousand. The
District paid for the remaining "public benefit" portion of governmental activities with $84.65
thousand in grants, $.88 thousand in interest income and $2.63 thousand in other revenues.

THE DISTRICT’S FUNDS

As the District completed the year, its governmental funds reported a fund balance of $766.50
thousand.

General Fund Budgetary Highlights

For the General Fund, actual revenues were $58.33 thousand more than the $2,416.63 thousand

budgeted, while actual expenditures were $485.59 thousand less than the expected $2,816.63
thousand.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At the end of 2014, the District had $12,651.21 thousand invested in a broad range of capital
assets, including land, buildings, furniture and fixtures, equipment and books net of depreciation.
(See Table 4 below.) This amount represents a net decrease (including additions and
deductions) of approximately $264.70 thousand, or 2.0 percent, over last year.

Table 4
Capital Assets at Year-end
(Net of Depreciation, in Thousands)

Primary
Governmental
Activities
2014 2013
Land $ 1,250.72 $ 1,250.72
Construction in progress - -

Books 261.25 286.78
Buildings and improvements 10,428.20 10,629.04
Furniture and fixtures 643.85 690.70
Equipment 66.19 57.67
Total Net Assets $ 12,650.21 $ 12,914.91
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MANAGEMENT'S DISCUSSION AND ANALYSIS, CONTINUED

This year's major additions were books and computers for the various branch locations.
Debt

At year-end, the District had $8.49 million in bonds and notes outstanding versus $9..01 million
last year (a decrease of 5.8 percent) as shown in Table 5.

Table 5
Outstanding Debt at Year-end
(in Thousands)

Primary
Governmental
Activities
2014 2013

General Obligation Bond $ 8,370.00 $ 8,865.00
KACO Leasing Trust 66.84 90.70
Notes Payable 53.26 58.07
Totals $ 8,490.10 $ 9,013.77

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors
and creditors with a general overview of the District’s finances and to show the District’s
accountability for the money it receives. If you have questions about this report or need
additional financial information, contact Charlotte Keeney (606) 679-8401 or by mail at 304
South Main Street, Somerset, Kentucky 42501.



PULASKI COUNTY PUBLIC LIBRARY DISTRICT
STATEMENT OF NET POSITION
June 30, 2014

Primary
Governmental Component
Activities Unit
Assets
Cash and cash equivalents $ 872,818 $ 78,865
Promises to give - 4,473
Receivables
Taxes receivable 53,702 -
Prepaid expenses 34,441 -
Investments - 125,611
Oil paintings 15,000 -
Other assets 233 7,300
Nondepreciable capital assets 1,250,718 -
Depreciable capital assets 11,399,489 684
Total assets $ 13,626,401 $ 216,933
Liabilities
Accounts payable $ 25784 $ -
Accrued expenses 18,569 -
Accrued interest payable 130,167 -
Current portion of long-term debt 541,365 -
Long-term debt, net of current portion 7,948,731 -
Accrued vacation 35,171 -
Total liabilities 8,699,787 -
Net Position
Net investment in capital assets 4,160,111 -
Unrealized gain/loss on investments - 10,678
Unrestricted 766,503 206,255
Total net position 4,926,614 216,933
Total liabilities and net position $ 13,626,401 $ 216,933

The accompanying notes are an integral
part of the financial statements
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
STATEMENT OF ACTIVITIES
for the year ended June 30, 2014

Net (Expense) Revenue and

Program Revenues Changes in Net Assets

Operating Capital
Charges for Grants and Grants and Primary Component
Functions/Programs Expenses Services Contributions Contributions Government Unit
Primary Government
Governmental Activities
Public Library $ 2072061 $ 26,721  § 41,658 $ 43000 $ (1,960,682) $ -
Total primary government 2,072,061 26,721 41,658 43,000 (1,960,682) -
Component Unit
Pulaski County Public
Library Foundation 15,533 - 12,473 - - (3,060)
General Revenues:
Property taxes 2,332,436 -
Telecommunications tax 27,627 -
Interest income 879 3,500
Gains (losses) on investments - 10,681
Other revenues 2,631 -
Total general revenues 2,363,573 14,181
Transfers 5,646 (5,646)
Total general revenues & transfers 2,369,219 8,535
Change in net position 408,537 5,475
Net position, June 30, 2013 4,518,077 211,458
Net position, June 30, 2014 4,926,614 $ 216,933

The accompanying notes are an integral

part of the financial statements
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2014

General
Assets
Cash and cash equivalents $ 872,818
Taxes receivable 53,702
Prepaid expenses 34,441
Qil paintings 15,000
Other assets 233
Total assets $ 976,194
Liabilities and Fund Balances
Liabilities
Accounts payable $ 25,784
Accrued expenses 18,569
Accrued interest payable 130,167
Accrued vacation 35,171
Total liabilities 209,691
Fund Balances
Nonspendable-prepaid expenses 34,441
Nonspendable-Oil paintings 15,000
Unreserved 717,062
Total fund balances 766,503
Total liabilities and fund balances $ 976,194

The accompanying notes are an integral
part of the financial statements
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
RECONCILIATION OF THE BALANCE SHEET-
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET POSITION
June 30, 2014

Total fund balances - total governmental funds $ 766,503

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

Capital assets and the related accumulated depreciation used in governmental
activities are not financial resources and therefore are not reported in the
governmental funds. 12,650,207

Long-term liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the governmental funds. Other

related amounts include unamortized debt issuing costs. (8,490,096)
Net position, end of year - Governmental Activities $ 4,926,614

The accompanying notes are an integral
part of the financial statements
12-



PULASKI COUNTY PUBLIC LIBRARY DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
for the year ended June 30, 2014

General
Revenues
Property taxes $ 2,332,436
Telecommunications tax v 27,627
State aid and grants 84,658
Desk receipts and files 26,721
Interest income 879
Gifts and miscellaneous 2,631
Total revenues 2,474,952
Expenditures
Current
Public Library
Salaries and payroll related expenses 916,035
Operating expenses 377,102
Library materials 37,252
Capital outlay
Books 113,622
Furniture, fixtures and equipment 23,272
Debt service
Principal 523,676
Interest 340,077
Total expenditures 2,331,036
Excess (deficiency) of revenues over expenditures 143,916

Other Financing Sources (Uses)
Loan proceeds -
Transfer from component unit 5,646
Transfer to component unit -

Total other financing sources (uses) 5,646
Net change in fund balances 149,562
Fund balances, beginning of year 616,940
Fund balances, end of year $ 766,502

The accompanying notes are an integral
part of the financial statements
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
for the year ended June 30, 2014

Net change in fund balances - total governmental funds $ 149,562

Governmental funds report capital outlays as expenditures. However, in the statement
of activities the cost of these assets are allocated over their estimated useful lives and
reported as depreciation expense. This is the amount by which capital outlays
exceeded depreciation expense in the current period. (264,701)

The issuance of long-term debt provides current financial resources to governmental
funds, while repayment of the principal and interest consumes current financial
resources of governmental funds. This amount is the net effect of these differences in
the treatment of long-term debt and related items. 523,676

Gains or losses on disposals of capital assets are shown in the statement of activities based
on whether the amount of proceeds exceed the net book value of the underlying asset, while
the full proceeds are shown as revenue in the governmental fund statements. -

Change in net position of governmental activities $ 408,537

The accompanying notes are an integral
part of the financial statements
-14-



PULASKI COUNTY PUBLIC LIBRARY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Reporting Entity

The Pulaski County Public Library District (the District) is an independent governmental unit
established in 1967 in accordance with KRS 65.184. It is governed by a Board of Trustees
who are appointed by the County Judge Executive with the prior approval of the State
Librarian and Commissioner.

The purpose of the District is to provide current, high-demand, high-interest materials in
various formats for people of all ages. Special emphasis is placed on supporting students
of all ages and academic levels with their formal and informal courses of study and self-
improvement. The library serves as a learning and educational center for all residents of
the community.

The Pulaski County Public Library Foundation was evaluated and included as a discretely
presented component unit due to the amount of donations received for the District and the
fact that the Foundation serves the District, exclusively. According to the Articles of
Incorporation for the Foundation, several members of the Board of Trustees for the District
also serve on the Board of Directors for the Foundation.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities) report information on all of the non-fiduciary activities of the District
and its component unit. For the most part, the effect of inter-fund activity has been removed
from these statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which
rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function, or segment, are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include 1)
charges to customers or applicants who purchase, use or directly benefit from goods,
services, or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Other items not properly included among program revenues
are reported instead as general revenues.
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Government-Wide and Fund Financial Statements, Continued

Separate financial statements are provided for governmental funds. Major individual
governmental funds are reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues in the year for which they
are collected. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible within the current period or soon enough thereafter
to pay liabilities of the current period. For this purpose, the District considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However expenditures related to claims and judgments, are recorded only
when payment is due.

Property taxes, grants and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. All other revenue items are considered to be measurable and available
only when cash is received by the District.

The District reports the following Governmental Funds:

General Fund — The general operating fund of the District is used to account for all financial
resources of the general government. This is a major fund of the district.

When both restricted and unrestricted resources are available for use, it is the District’s
policy to use restricted resources first, then unrestricted resources, as needed.
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

D. Assets, Liabilities and Net Assets or Equity

1. Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and demand deposits. Cash and cash
equivalents and certificates of deposit are stated at actual cost which approximates fair
value. Kentucky Revised Statute 66.480 permits the District to invest in U.S. Treasury
obligations, U.S. Agency obligations, certain Federal instruments, repurchase agreements,
commercial banks' certificates of deposit, savings and loan deposits, Commonwealth of
Kentucky investment pool and the Kentucky League of Cities investment pool.

2. Taxes Receivable

Taxes receivable includes taxes that were collected by the tax administrator prior to June
30, 2014 and remitted to the District after June 30, 2014. Taxes receivable are stated at
face amount, which approximates face value.

The District does not maintain an allowance for doubtful accounts due to the fact that all
receivables are normally collected within 30 days and there has been no history of any
uncollectible amounts.

3. Contributions

All unconditional promises to give (contributions) are considered to be available for
unrestricted use unless specifically restricted by the donor. Unconditional promises to give
are recorded when promised. Contributions due in the next year are reflected as current
promises to give and are recorded at their full amount. Contributions which are expected to
be collected in future years are recorded at present value of estimated future cash flows.
The discounts on those amounts are computed using a risk-free interest rate applicable to
the year in which the promise was received. Promises to give are reviewed annually to
determine if an allowance for uncollectible promises receivable is needed. Based upon
management’s judgment, no allowance for uncollectible promises has been provided for the
year ending June 30, 2014.

4, Investments
Investments include certificates of deposit with an initial maturity of greater than six months
and marketable debt securities. Marketable debt securities are classified as available-for-

sale and recorded at current market value. Realized and unrealized gains are included in
income in the year in which they occur.
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

D. Assets, Liabilities and Net Assets or Equity, Continued

5. Capital Assets and Depreciation

Capital assets generally result from expenditures in the governmental funds. These assets
are reported in the governmental activities column of the government-wide statement of net
assets but are not reported in the fund financial statements.

All capital assets are capitalized at cost (or estimated historical cost) and updated for
additions and retirements during the year. Donated fixed assets are recorded at their fair
market values as of the date received. The District capitalizes all book additions made
during the year. The District maintains a capitalization threshold of five hundred dollars for
all other assets. Improvements are capitalized. The cost of normal maintenance and
repairs that do not add to the value of the asset or materially extend an asset’s life are not
capitalized.

All reported capital assets are depreciated with the exception of land and construction in
progress. Improvements are depreciated over the remaining useful lives of the related
capital assets.

Depreciation is computed using the straight-line method over the following useful lives:

Description Years

Books 5
Buildings 20-50
Building Improvements 20-50
Land improvements 10-25
Machinery and equipment 3-15
Furniture and fixtures 5-20

All buildings and vehicles of the District are depreciated using an estimated 20% salvage
value.

6. Compensated Absences

The District allows employees to accrue sick time and vacation time. Sick time may
accumulate up to 90 days maximum. Employees will not be paid for earned sick time not
yet taken at the time of termination of employment. Accrued sick time is not included in the
financial statements, as it does not meet the criteria for accrual.

Vacation time may accumulate up to 30 days maximum. Upon termination, an employee
will be paid for earned vacation not yet taken, but only if the employee gives proper notice
of resignation. The amount of vacation liability is included in the financial statements in the
accrued liabilities total.
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

D. Assets, Liabilities and Net Assets or Equity, Concluded

7. Long-Term Debt and Bond Discounts/Premiums

In the government-wide financial statements, outstanding debt is reported as a liability.
Bond issuance costs and bond discounts or premiums are capitalized and amortized over
the terms of the related debt.

In the fund financial statements, governmental fund types recognize the proceeds of debt
and premiums as other financing sources of the current period. Issuance costs are reported
as expenditures.

8. Fund Equity

In accordance with Government Accounting Standards Board 54, Fund Balance Reporting
and Fund Type Definitions, the District classifies governmental fund balances as follows:

Nonspendable-Includes balance amounts that cannot be spent either because it is not in
spendable form or because of legal or contractual constraints.

Committed-Includes fund balance amounts that are constrained for specific purposes which
are internally imposed by the government through formal action of the District Board of
Trustees and does not lapse at year-end. The Board may also modify or rescind
commitments through formal action.

Assigned-Includes fund balance amounts that are intended to be used for specific purposes
that are neither considered restricted or committed. Fund balances may be assigned by the
District Board of Trustees by a majority vote in a scheduled meeting. The Board may
modify or rescind its assignment of fund balance by the same action.

Unassigned-Includes positive fund balance within the General Fund which has not been
classified within the above mentioned categories.

The District uses restricted /committed amounts to be spent first when both restricted and
unrestricted fund balance is available unless there are legal documents/contracts that
prohibit doing this, such as a grant agreement requiring dollar for dollar spending.
Additionally, the District would first use committed, then assigned, and lastly unassigned
amounts of unrestricted fund balance when expenditures are made.

The District does not have a formal minimum fund balance policy.
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Concluded
E. Budgeting

The District follows the procedures established pursuant to Section 91A.030 of the
Kentucky Revised Statutes in establishing the budgetary data reflected in the financial
statements. Budgets for all funds are adopted on the cash basis. This approximates
accounting principles generally accepted in the United States of America.

In June, the District adopts the annual fiscal year budgets for operating funds. Once
approved, the District may amend the legally adopted budget when unexpected
modifications are required in estimated revenues and appropriations.

F. Other Accounting Policies
1. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect reported amounts of assets, liabilities, designated fund balances
and disclosure of contingent assets and liabilities at the date of the general purpose
financial statements, and the reported amounts of revenues and expenditures during the
reporting period. Actual results could differ from those estimates.

2. CASH AND CASH EQUIVALENTS

The District has cash deposits at four banks. Accounts at the institutions are insured by the
Federal Deposit Insurance Corporation (FDIC) up to $250,000 per institution. The District’'s cash
and cash equivalents had a carrying value of $872,818 and a bank balance of $910,346. Of the
bank balance, $290.939 was covered by FDIC insurance. The remaining $619,407 was
covered by securities held by the pledging institution, but not in the District’'s name.

3. CONTRIBUTIONS RECEIVABLE

Contributions receivable currently represent pledges originally made to the Pulaski County
Public Library Foundation, Inc. Amounts at June 30, 2014 are due as follows:

Amounts due in less than one year $4.473
Total $4,473
4. INVESTMENTS

Marketable debt and equity securities available for sale are stated at market value of $125,611,
including net unrealized gains of $10,678 at June 30, 2014. Unrealized gains were $10,678 and
unrealized losses were $0 at June 30, 2014.
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

5. TRANSFER OF FUNDS

The following transfers were made during the year:

Type of Transfer: Operating

From: Component Unit

To: General Fund

Purpose: Grant revenues and general support.
Amount: $5,646

6. CAPITAL ASSETS

A summary of changes in the District's capital assets is as follows:

June 30, Additions/ Disposals/ June 30,
2013 Transfers Transfers 2014

Primary Government
Governmental Activities

Capital Assets, Not Depreciated
Land $ 1,250,718 $ - $ - $ 1,250,718
Construction-in-Progress

Capital Assets, Depreciated

Books 928,360 113,622 87,031 954,951
Building and improvements 11,844,470 - - 11,844,470
Furniture and fixtures 963,884 - - 963,884
Equipment 315,666 23,272 - 338,938
Totals $15,303,098 $136.894 $87.031 $15,352,961
Accumulated Depreciation

Books 641,586 139,146 87,031 693,701
Buildings and improvements 1,223,161 193,105 - 1,416,266
Furniture and fixtures 273,176 46,847 - 320,023
Equipment 250,267 _ 22497 - 272,764
Totals $2,388,190 $401,595 $ 87,031 $2,702,754

Governmental Activities

Capital Assets, Net $12,914,908 $(264,701) $ - $12,650,207

Depreciation for the District for the fiscal year ended June 30, 2014 totaled $401,595.
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

7. LONG-TERM DEBT

The following is a summary of changes in long-term debt of the District for the year ended June 30,

2014:

Governmental Interest Original Balance at Principal Balance at Current

Activities Rate Issue Amount June 30, 2013 Additions Payments June 30, 2014 Portion
KACO Leasing Trust 380% $ 275,000 $ 90,702 § - $ 23,866 $ 66,836 $ 20,854
Note Payable, BB&T 5.20% 100,000 58,069 - 4,809 53,260 5,511
Series 2006 Bond 3.90% 9,175,000 7,100,000 - 395,000 6,705,000 410,000
Series 2007 Bond 4.30% 1,795,000 1,390,000 - 75,000 1,315,000 80,000
Series 2008 Bond 3.70% 540,000 375,000 - 25,000 350,000 25,000
Totals $ 11,885,000 $ 9,013,771 $ - $ 523,675 $ 8,490,096 $ 541,365

Interest expense for the fiscal year ended June 30, 2014 totaled $340,077.

The annual debt service requirements to maturity for long-term debt are as follows:

Year Ending
June 30, Principal Interest Total

2015 $ 541,365 S 328,911 S 870,276
2016 557,465 308,471 865,936
2017 578,612 287,422 866,034
2018 578,263 265,794 844,057
2019 596,783 243,828 840,611
2020-2026 3,352,608 854,417 4,207,025
2025-2027 2,285,000 181,977 2,466,977
S 8,490,096 $ 2,470,820 $ 10,960,916

8. PROPERTY TAX CALENDAR

Property taxes for fiscal year 2014 were levied in September, 2013 on the assessed valuation of

property located in Pulaski County as of the preceding January 1, the lien date. The due date and
collection periods for all taxes exclusive of vehicle taxes are as follows:

Description

wnN =

Vehicle taxes are collected by the County Clerk of Pulaski and are due and collected in the birth

month of the vehicle's licensee.

Due date for payment of taxes, 1% discount
Face value amount payment due
Delinquent date, 20% penalty, 6% interest per annum
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

9. RETIREMENT PLAN

The District is a participating employer in the County Employees Retirement System "CERS".
CERS is a cost-sharing, multiple-employer, defined benefit pension plan administered by the
Kentucky General Assembly. The plan covers substantially all regular full-time members employed
in hazardous and non-hazardous duty positions of each county and school board, and any
additional eligible local agencies electing to participate in the plan. The plan provides for retirement,
disability and death benefits to plan members. Cost of living adjustments are provided at the
discretion of the state legislature.

CERS issues a publicly available financial report included in the Kentucky Retirement System's
Annual Report that includes financial statements and the required supplementary information for
CERS. That report may be obtained by writing to Kentucky Retirement System, Perimeter Park
West, 1260 Louisville Road, Frankfort, Kentucky, 40601, or by calling (502) 564-4646.

The payroll for employees covered by CERS for the year ended June 30, 2014 was $496,240 while
the District's total payroll was $639,023. Funding for CERS is provided by hazardous duty and
non-hazardous duty members who contribute through payroll deductions and by employers of
members. The contribution requirements of CERS are established and may be amended by the
CERS Board of Trustees.

The contributions to CERS equaled the required contribution for each year. The contributions by
the District and its employees for a three year period are as follows:

2014 2013 2012
Employee Percentage 5.00% 5.00% 5.00%
Employer Percentage 18.89% 19.55% 18.96%
Employee Contributions
Current Service $ 24812 $ 24684 $ 25,051
Employer Contributions $ 93,740 $ 93,696 $ 94,993

CERS does not make separate measurements of assets and pension benefit obligation for
individual employers. The pension benefit obligation at June 30, 2014 for the system as a whole,
determined by actuarial valuation performed as of that date, was $13,061 million. The System's net
assets available for benefits on that date (at fair value) were $8,085 million, resulting in an
unfunded liability of $4,976 million.
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PULASKI COUNTY PUBLIC LIBRARY SYSTEM
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

10. OIL PAINTINGS

The oil paintings are valued at fair market as of the date of donation.

11. GIFTS RECEIVED

During the year ended June 30, 2014, the District received gifts of $2,641 to be expended for
operating purposes.

12. CONTRIBUTED SERVICES

The District receives a significant amount of donated services from the members of the District's
Board of Trustees and unpaid volunteers who assist with various operations and events of the

District. No amounts have been recognized in these statements because the criteria for recognition
have not been satisfied.

13. LEASE OBLIGATIONS

The District leases buildings for its Science Hill and Nancy branch libraries and the Friends of the
Library book sales on month-to-month operating leases. Rental expense for all locations was
$10,400 for the year ended June 30, 2014.

14. RISK MANAGEMENT

The District is exposed to various form of loss associated with the risks of fire, personal liability,
theft, vehicular accidents, errors and omissions, employee injury, fiduciary responsibility, etc. Each
of these risk areas is covered through the purchase of commercial insurance. Settled claims

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

15. SUBSEQUENT EVENTS

The District have evaluated and considered the need to recognize or disclose subsequent events
through March 4, 2015, which represents the date that these financial statements were available to
be issued. Subsequent events past this date, as they pertain to the fiscal year ended June 30,
2014 have not been evaluated by the District.
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PULASKI COUNTY PUBLIC LIBRARY DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET TO ACTUAL
GENERAL FUND
for the year ended June 30, 2014

Variance -
Original Revised Positive
Budget Revisions Budget Actual (Negative)
Revenues
Property taxes $ 2,300,000 $ - $ 2,300,000 $ 2,332,436 $ 32,436
Telecommunications tax - - - 27,627 27,627
State aid and grants 83,225 - 83,225 84,658 1,433
Desk receipts and fines 26,000 - 26,000 26,721 721
Interest income 700 - 700 879 179
Gifts and miscellaneous 6,700 - 6,700 2,631 (4,069)
Total revenues 2,416,625 - 2,416,625 2,474,952 58,327
Expenditures
Current
Public Library
Salaries and payroll related expenses 983,792 - 983,792 916,035 (67,757)
Operating expenses 793,372 - 793,372 377,102 (416,270)
Library materials 38,500 - 38,500 37,252 (1,248)
Capital outlay
Books 120,000 - 120,000 113,622 (6,378)
Furniture, fixtures and equipment 12,000 - 12,000 23,272 11,272
Debt service
Principal 868,961 - 868,961 523,676 (345,285)
Interest - - - 340,077 340,077
Total expenditures 2,816,625 - 2,816,625 2,331,036 (485,589)
Excess of revenues over
(under) expenditures (400,000) - (400,000) 143,916 543,916

Other Financing Sources (Uses)

Loan proceeds - - - - -
Transfer from component unit - - - 5,646 5,646
Transfer to component unit - - - - -

Total other financing sources (uses) - - - 5,646 5,646
Net change in fund balances (400,000) - (400,000) 149,562 549,562
Fund balances, beginning of year 616,940 - 616,940 616,940 -
Fund balances, end of year $ 216,940 $ - $ 216,940 $ 766,502 $ 549,562
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Randall D. Turpin, CPA, PLLC
225 Parkers Mill Road
Somerset, Kentucky 42501

Phone: 606-451-1550
Fax: 606-451-0194
Email: rdt1869@aol.com

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

To the Board of Trustees
Pulaski County Public Library District
Somerset, Kentucky

| 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 the governmental
activities, the discretely presented component unit, the major fund and the remaining fund information
of the Pulaski County Public Library District (a special taxing district) as of and for the year ended
June 30, 2014, and the related notes to the financial statements, which collectively comprise the
Pulaski County Public Library District’s basic financial statements and have issued my report thereon
dated March 4, 2015.

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, | considered the Pulaski County
Public Library District’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing my opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Pulaski County Public Library District’s internal control. Accordingly, | do not express an opinion on
the effectiveness of the Pulaski County Public Library District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control such that there is a reasonable
possibility that 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 attention by those charged with governance.

My consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during my audit | did not
identify any deficiencies in internal control that | consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.
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To the Board of Trustees
Pulaski County Public Library District
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Pulaski County Public Library District's
financial statements are free of material misstatement, | performed tests of its compliance with certain
provisions of laws, regulations, contracts and grants agreements, noncompliance with which could
have direct and material effect on the determination of financial statement amounts. However
providing an opinion on compliance with those provisions was not an objective of my audit, and
accordingly, | do not express such an opinion. The results of my tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of my testing of internal 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. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

ﬂkﬂ(@,%/ cth PLLC

March 4, 2015
Somerset, Kentucky
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