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¢ CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report

Library 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, 2008, which collectively comprise the Library’s basic
financial statements as listed in the table of contents. These financial statements are the responsibility of the
Library’s management. 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, 1ssued 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 of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable

basis for our 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 of June 30, 2008, and the respective changes in financial position for the
year then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 1, 2008, on our
consideration of Sonoma County Library’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, 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 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 and important in assessing the results of our audit.

The management’s discussion and analysis (“MD&A”) on pages 3 through 7 and the budgetary comparison
information on pages 32 and 33 are not a required patt of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquities of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

s o L

Petaluma, California
December 1, 2008

19 Keller Street | Petaluma, CA 94952 | Tel 707.763.3888 | Fax 707.763.4888 | www.beels-soper.com
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Sonoma County Library

Management’s Discussion and Analysis

June 30, 2008

As management of the Sonoma County Library (the “Library”), we offer readers of the Library’s financial
statements this narrative overview and analysis of the financial activities of the Library for the fiscal year ended
June 30, 2008. We encourage our readers to consider the information presented here in conjunction with the
Library’s basic financial statements (pages 9 to 13) and the accompanying notes to the basic financial statements
(pages 14 to 30).

Financial Highlights

The financial statements included in this report provide insight into the financial status of the Library for the
year ended June 30, 2008. Based on the operations of the year ended June 30, 2008, the Library’s net assets
increased by $155,380, resulting in ending net assets of $10,616,947.

Total spending for all governmental activities was $15,825,276 and $14,723,285 for the years ended June 30,
2008 and 2007, respectively, which was $1,102,330 and $1,527,194 less than the grants, contributions, fines, fees,
services, property taxes, investment earnings, intergovernmental, and other revenue received for this
governmental activity, totaling $16,927,606 and $16,250,479 respectively.

The interest earned on cash and investments in the County of Sonoma Treasury (“County Treasury”) was
$422,995 and $398,236 for the years ended June 30, 2008 and 2007, respectively. This increase is primarily
related to an increase from 2007 to 2008 in the balance of cash and investments pooled with the County
Treasury in the amount of $936,174.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Library’s basic financial statements.
The Library’s basic financial statements comprise three components: 1) government-wide financial statements,
2) fund financial statements, and 3) notes to the basic financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad view of the Library’s
finances, in a manner similar to private-sector business.

The statement of net assets presents information on all of the Library’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the Library is improving or deteriorating.

The statement of activities presents information showing how the Library’s net assets changed during the most
recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal periods (e.g., earned but unused
vacation leave).

The government-wide financial statements can be found on pages 9 and 10 of this report.

Fund Financial Statements — Governmental Funds

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

accounting to ensure and demonstrate compliance with finance-related legal requirements. The Library’s funds
all fall under the category of governmental funds.
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Management’s Discussion and Analysis

June 30, 2008

Overview of the Financial Statements (continued)
Fund Financial Statements — Governmental Funds (continued)

Governmental funds are used to account for essentially the same functions reported in the governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such information
may be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’s near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and governmental
activities.

The Libraty maintains five governmental funds. Information is presented separately in the governmental funds
balance sheet and in the governmental funds statement of revenues, expenditures, and changes in fund balances
for the general fund and major special revenue funds (G.E. Cromwell, Leoleon Hopkins and Gifts &

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

The Library adopts an annual appropriated budget for its general fund. Budgetary comparison statements have
been provided for the general fund to demonstrate compliance with its budget.

The governmental funds financial statements can be found on pages 11 to 13 of this report.

Notes to the Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements can be found on pages 14
to 30 of this report.

Reguired Supplementary Information

Schedules presenting budgetary comparison information for the Library’s governmental funds can be found on
pages 32 and 33 of this report.
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June 30, June 30, Percentage
Net Assets 2007 2008 Change
Cash and investments in County Treasury $ 10,575,273 $ 11,511,447 8.9 %
Other current assets 48,730 63,744 30.8 %
Capital assets 1,683,297 1,689,742 0.4 %
Total assets 12,307,300 13,264,933 7.8 %
Current liabilities 1,127,390 908,023 (19.5) %
Non-current liabilities 718,349 1,739,963 142.2 %
Total liabilities 1,845,739 2,647,986 43.5 %
Invested in capital assets, net of related debt 1,669,657 1,686,851 1.0 %
Unrestricted 8,791,904 8,930,096 1.6 %
Total net assets $ 10,461,561 $ 10,616,947 1.5 %

The largest portion of the Library’s net assets reflects the cash and investments with the County Treasury. The
balance of cash and investments in the County Treasury increased $936,174 primarily attributable to the excess
of revenues over expenses in the amount of $155,386, and an increase in unfunded net obligqtions for other
post employment benefits in the amount of $§981,262 for the year ended June 30, 2008. The increase in non-
current liabilities reflects the increase in the unfunded net obligation for other post employment benefits.

Year Ended

Year Ended

June 30, June 30, Percentage
Changes in Net Assets 2007 2008 Change
Revenues:
Program revenues $ 894,741 $ 1,005,049 12.3 %
General revenues
Property taxes 13,790,192 14,534,021 54 %
Investment earnings 398,236 422995 6.2 %
Intergovernmental 1,068,853 857,060 (19.8) %
Other revenue 98,457 108,481 10.2 %
Total revenue 16,250,479 16,927,606 4.2 %
Expenses
Personnel $ 10,375,080 $ 12,151,801 17.1 %
Materials 1,628,544 1,706,406 4.8 %
Depreciation 183,027 212,671 16.2 %
Other program expenses 2,539,789 2,701,342 6.4 %
Total expenses 14,726,440 16,772,22 13.9 %
Increase in net assets $ 1,524,039 $ 155,386 (89.8) %
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Changes in Net Assets (continued)

The change in revenues from year to year was primarily due to a $110,308 increase in program revenues, a
$743,829 increase in property tax revenues, a $24,759 increase in investment earnings, a $211,793 decrease in
intergovernmental revenues, and a $10,024 increase in other revenue. The increase in investment earnings is
primarily attributable to the $936,174 increase in cash invested in the County Treasury. The three significant
increases in expenses during the year ended June 30, 2008, were additional salary and benefit costs of $1,776,721
(including a 3.8% cost of living adjustment and other post employment benefit accrual), an increase of $77,862
in Library books and materials expenditures and an increase of $161,552 in other program expense.

Governmental Funds
General Fund

As previously mentioned, the Library uses funds to help control and manage money for particular purposes.
For the years ended June 30, 2008 and 2007, the Library’s general fund reported a fund balance of $7,513,318
and $6,719,224, respectively. This increase is primarily attributable to a $743,829 increase in property tax
revenues, a $24,759 increase in investment earnings, and a $22,213 increase in other revenue.

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

1) G.E. Cromwell Fund — fund balance increased from $692,700 to $702,426 for the year ended June 30,
2008. Investment earnings amounted to $31,380 and the fund expended $21,654 related to capital
outlays for the year ended June 30, 2008.

2) Leoleon Hopkins Fund — fund balance increased from $943,396 to §974,887 for the year ended June 30,
2008. Investment earnings amounted to $41,033 and the fund expended $9,542 related to capital
outlays for the year ended June 30, 2008.

3) Gifts & Donations Fund — fund balance increased from $713,630 to $865,557 for the year ended June
30, 2008. The fund experienced an increase in investment earnings and grants and contributions in the
amount of $54,328 from year to year.

4)  Other Funds — fund balance increased from $498,779 to $613,871 for the year ended June 30, 2008.
The fund experienced an increase in total revenues of $50,857, primarily attributable to an increase of
$4,109 in investment earnings and an increase of $46,748 in grants and contributions.

There were no transfers between the special revenue funds and the general fund for the year ended June 30,
2008.

General Fund Budgetary Highlights

The Library’s budget was revised twice during the year ended June 30, 2008. A budgetary adjustment request
form dated September 26, 2007, appropriated $20,000 into in-service training for a Library all staff day and
appropriated $38,000 into books and materials to purchase a downloadable audio collection. The appropriations
were for the general fund and were transferred from the professional services category.
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General Fund Budgetary Highlights (continued)

A budgetary adjustment request form dated January 29, 2008, appropriated $9,500 into furniture and fixtures for
the Leoleon Hopkins fund, $1,500 into furniture and fixtures for the other funds, and $24,000 into furniture and
fixtures for the G.E. Cromwell fund. The appropriations were transferred from the Library equipment category.

The actual expenditures were under the final budgeted amounts for the year ended June 30, 2008. The actual
revenues available for expenditures were over the final budgeted amounts for the year ended June 30, 2008.
Morte detailed information about the Library’s budget can be found in Note C of the basic financial statements
and in the required supplementary information on pages 32 and 33.

Capital Assets

At June 30, 2008, the Library had $1,686,851 invested in capital assets, including land, buildings and
improvements, vehicles, furnishings and equipment, and capital leases, net of accumulated depreciation of
$3,827,763 and net of related debt of $2,891. For the year ended June 30, 2008, there were additions of
$219,116 which were primarily related to the acquisition of a facilities maintenance truck, branch improvements
and replacement of furnishings. Depreciation expense totaled $212,671 for the year ended June 30, 2008. More
detailed information about the Library’s capital assets is presented in Note E of the basic financial statements.

Debt

As of June 30, 2008 and June 30, 2007, the Library had $758,701 and $775,825, respectively, in compensated
absence liabilities and $2,891 and $13,640, respectively, in obligations under capital leases. As of June 30, 2008,
the Library had $981,262 in obligations for other post employment benefits. More detailed information about
the Library’s debt is presented in Note K and other post employment benefits in Note H of the financial
statements.

Economic Factors and Next Year’s Budget

The Library Commission and Library Director developed a 20-year Facilities Master Plan during the year ended
June 30, 2004. The consulting firm, Group 4 Architecture Research & Planning of South San Francisco
prepared needs assessments and completed the formal master plan. The plan was designed to improve the
Library’s systems in the areas of collections, staffing, automation and technology, and facilities.

The plan also recommends focusing on growth planning to assist the Library in adapting to changes in the
decades ahead. During the year ended June 30, 2009, the Library will again appropriate funds from reserves for
the implementation of the re-design of three Library branches over a period of eighteen months. The
appropriations will primarily be used for design, branch remodels, technology upgrades, furniture and fixtures.

Over the past few years, the Library has been using reserves to fund one-time items in general operations. The
Library Commission has adopted a policy requiring maintaining minimum levels of fund balance. The Library’s
general fund balance in the adopted budget was projected to decrease by $1,359,381 by the close of June 30,
2009. Of the $1,359,381 use of general fund balance, $1,050,000 is estimated to be used in connection with the
re-design of the three Library branches mentioned above.

Contacting the Library’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the Library’s finances and to show the Library’s accountability for the money it receives. Any
questions about this report or requests for additional information may be directed to Sandra M. Cooper, Library
Director, Third and E Streets, Santa Rosa, California 95404.
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