4 Pionegy

Financial Statcments

For the Year Ended June 30, 2014



PIONEER LIBRARY SYSTEM
Ineex
June 30, 2014

Independent Auditors' Report

Required Supplementary Information:
Management's Discussion and Analysis {Unendited)

Basic Financial Statcments
Government-wide Financial Siatements
Statement of Net Position

Statemicit of Activities

Fund Financlal Statements
Balance Sheet - Governmental Funds

Statement of Revenues, Expenditures und Changes in Fund Balances - Governmental Funds
Statement of Fiduciary Net Assets
Statement of Changes in Fiduciuy Net Asscts

Noles to Financial Statements

Required Supplementary Information;
Budgetary Comparison Schedule - General Fund (Unaudited)

Schedule of Changes in Net Pension Liability
Schedule of Net Pension Liabilily
Schedule of Pension Contributions
Schedule of Investment Returns
Compliance and Internal Contcol
Report on Intemal Control Over Financial Reponting and on Compliance and Other Matters

Based on an Audit of Financial $tateinents Performed in Accordance with
Government Audiiing Standards

age

13

14

15

19

R

34

35

37

38



T T e YA+ 3 " a3l Ok f RODNEY GRAY, (PA_ Ty
Gr %Y, B]ﬂ‘]gﬂﬂ & ﬂ(‘inpan}’P FLLC JARICE L. GRAY, CPA, CVA
CERTIMED PUBLIC ACCOUNTANTS TED BLGDCE'T, CPA, CvA
BUSINESE ADVISORS C. JANESE SHEPARD, CPA
470 24TH AVE 3 W by
HORSAN, GKLAHOMA 73069 :
< () 3005533 FAX (405 1645771 ity Mg
1-800.360-5535 RYAN W. GRECNLEE, 7-PA
) IENNY M. NG, CPA
INDEPENDENT AUDITORS? REPORT WILLIAM R. SOUTY, Cha
Scplember 25, 2014

To the Board of Trustecs of
Pioneer Library System
Norman, Oklahoma

Report on the Financiul Statements

We have audited the accompanying financial statements of the govemmental nctivities, the apggregate discretely
presented component unit, cach major fund and the fiduciary fund type of Pioneer Library Sysiem, 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 Fingncial Statemennrts

Management is respensible 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 mainicnance of inlernal control relevant to the preparation and fair presentation of financial
statements that are Iree from material misstatement, whether due to fraud or error.

Auditors’ Responsibifipy

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 und the standards
applicable to financial audils contained in Government Auditing Standards, issued by the Comptroller General of the
United States. The financial stafements of Pioneer Library System Foundation were not audited in accordance with
Government Auditing Standards. Those standards require that we plan and perform the audit to oblain reasonable
assurance about whether the financial staternents are frec from material misstatement.

An audit involves performing procedurcs to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors® judgment, including the assessment of the risks of
material misstatement of the financial staterents, whether due to frand or error. In making those risk assessments, the
auditor considers internal control relevant ta the entity’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the eircumstances, but not for the purpose of expressing an
upinion 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.

We believe that the audit cvidence 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, the aggregate discretely presented component unit, each major fund, as

well as the fiduciary fund type of the Library, a5 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.
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To the Board of Trustees of
Pigncer Library System
Seplember 25, 2014

Orher Maiters
Reguired 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 5-12 and 3233 he presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statcments, is required by the
Ciovernmental Accounting Standards Board, who considers it to be an essential part of financial reparting for placing
the basic financial statements in an appropriate operational, economic, or historical context, We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards gencrally 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 Ginancial statements. We da not
express an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence 1o express an opinion or provide any assurance.

Other Reporting Required by Govermment Auditing Standurds

In accordance with Govermment Auditing Standords, we have also issued our report dated September 24, 2013,
on our consideratiorn of the Library’s internal control over financial reporting and on our tests of jts compliauce with
certain provisions of laws, repulations, contracts, and grant agreements and other matters. The purpose of that report is
10 describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not 1o provide an opinion on internal contrel over financial teporting or on compliance. That report is an
integral part of an audit performed in accordance with Govermment Auditing Standards in considering Pioneer Library
System’s internal control over financial reporting and compliance.

GRAY, BLODGEIT & COMPANY, PLLC
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This discussion and analysis of the financial performance of Pioneer Library System (Library) provides an overall review
of the System’s linancial condition and results of operations for the fiscal year ended June 30, 2014, Readers should read
this information in conjunction with the System’s financial statements,

The Library implemented Governmental Accounting $tandards Board (GASB) statement 67 for the year ended June 30,
2014,

Hnangial Hlyghlights

For fiscal year 2013-2044, the Library’s general fund reported an ending balance of $3,944,101 versus $4,686,009 for the
fiscal year 2012-2013. Of the 2013-14 year end-total, $192,188 is commitied for outstanding encumbrances and $91 8,996
is nsvigned for service upgrades and improvements of library services at current and future libraries within the system.
Althoagh the remaining balance of $2.832.917 is unassigned. the Library administeation, with the Board of Trusiee’s
approval, may use some of these funds, if necessary, to complete upcoming library projects in several of its locations. The
remainder of the money in these funds will be prudently used or committed to alleviate summenyfall cash flow problems
and other emergencies that might arise.

The Library’s operating revenue increased by 3.4% this year. This increase, along with the use of Tund balance reserve
funds, allowed the Library to complete the remodeling project of the new building. The Library began the remodeling of
the old Borders Book Steve building in December of 2012, This remodeling project was completed and the Library took
occupancy of the building in October 2014, The building is being used to house the administrative offices of the Library
and a new branch libraty leased by the City of Norman, The total cost associated with the remadeling of the building in
2013-2014 was $1,272,584. In addition, mosi of the furnishings, equipment, and open day collection costs for the new
building and the library were paid out of the current year and totaled $497,865.

The Pioncer Library System Foundation (Foundation) completed its fourth year of operation as of June 30, 2014. The
Foundation was organized for the purpose of supporting, promoting and improving the programs, collections, facilities and
services of the Tibrary. The Foundation provided financial support for many of the Library’s programs including the 2014
Big Read and the Libraries System-Wide summer programming. The Foundation has been included as a component unit of
the Library and the Foundation has issued its own financial statememts, available from the Library Foundation
administrative office.

Grant highlight for FY 14 included the following: The Oklahoma Departmient of Librarics awarded the Library a $94,753
grant 1o fund Pottawatormie County’s TANF program.

The general fund balance decreased by $741,908 from fiscal year 2013 due to the completion of the remodeling, fumiture,
and equipment cost agsociated with the new building.
Overvisw of the Financial Stateizent

The Library’s basic financisl statements consist of fund financinl statements, notes to financial statements, and required
supplementary information.



Government-Wide Financigl Statements

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

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

The statement of activities presents information showing how the Library"s net assets changed during the most recent fiscal
year. All changes in ret assets are reported as soon s the underlying event giving rise to the change occurs, regardless of
the timing of related cash flows. '

Thus, revenues and expenses are reporled in this statement for some ftems that will only result in cash flows in future
periods (e.g. uncollected taxes and earned but unused vacation leave),

The governmernt-wide financial statements can be found on pages 13 and 14 of this report.
The Library has two kinds of funds — Governtmental Funds and Fiduciary Funds:
Governmental Funds encompass two types: General Fund and Other Governmental Funds:

General Fund represents unrestricted resonrees that are available for on-going general library operations. This is
the Library's primary operating fund.

Other Governmental Funds inelude Gift/Geant Funds.

Gifts/Grant Funds inclnde finds provided by intergovernmental grants and other third parties’ gifts and
grants. All those finds are generally restricted as to use. Therefors, each fund accouats for its receipts and
dishursements of the restricted functions,

Fiduciary Funds are reported in the fiduciary fund financial statements but are excluded from govemment-wide reparting.
They include the Pioneer Library System Pension Plan. Fiduciary fund financial statements report resources that are not
available to fund Library general operations.

Notes to the Financial Statements

The accompanying notes to the financial statements provide information essential to a full und erstanding of the Library*s
fund financial statements.

Supplemental Information.
In addition fo the basic financial stztements and accampanying notes, this report alsp presents certain required

supplementary information, such as comparative statement between budget and actual expenditures, and certain historical
data concermning the defined benefit plan.



Financial Analysis of Library’s Funds

As financiel information is accumulated on a continuous and consistent basis, financial statements and expenditure reports
for governmental funds are presented to the Pioneer Library System Board of Trustees.

For fiseal year 2013-14 govermmental fund balances changed as follows:

Other Tatal

General Fund Govermmental Governmental

Funds Funds Funds
Revenues $ 14,906,225 $ 203.580 $15,199,805
Expenditures § 15,648,133 $ 304,897 $15,953,030
Not Decrease $({  741,908) $ (11,317 $( 753.225)
For fiscal year 2012-13 governmental fund balances changed as follows:

Other Tatal

General Fund Governmental Governmental

Funds Funds Funds
Revenues $ 14,420,333 $ 239,557 $14,659,890
Bxpenditures 5 15.341,622 £ 19711 $15,538,733
Net Decrease $( 921,289) 5 42446 $ ( 878,843)

General Fund;

The Library is primarily (or 96%) funded by Ad Valorem (property) tax. For the 2013-14 financial vear the tax
rates were; 2 6,06 mill Ad Valorem (property) tax in Pottawatomie County, 2 6.11 mill Ad Valorern (property) tax
in McClain County and & 6.11 mill Ad Valorem (property) tax in Cleveland County. For fiscal year 2013-14, the
Counties’ assessed property value had an increase of 2.3% versus 2.6% for 2012-13. Actual tax collections
increased by 2.9% versus 2.8% for the prior year. The increase of 2.9% was due to the collection of more tax
revenue. Fine and other charges for services revenue for 2013-14 increased by $90.258 from 2012-13. This
inerease was due to the leass payments received by the Library from the City of Norman and Michazlangelo’s for
the space they lease in the new building. Statc Aid increased by 51,273 over the prior year, This increase wis
caused by the state giving us more money. Interest income decreased by $2,479 over the prior year. This decrease
1s atributed to less funds being held in reserve because some reserve funds were spent on the building project.

The Expense category Personnel Services increased from 2013 to 2014 due to en increase in hospitalization
expense, an increase in dental insurance expense, the 2.0% salary adfustment that was given to the staff who
qualified for the adjustment, and an increase in disability insurance. The Expense category of Materials was
ncreased because the majority of the costs of the opening day collection for the Norman West branch library were
paid out of the current year's budget. The Technology and Automation category was higher in 2014 than 2013 due
to the fact that the purcheses of the equipment for the Norman West branch library were paid out of the current
year's budget,

The System Services and General and Administrative expense categories were different in 2014 than in 2013
because of the following:

» The increase in attorney fees was due to revisions ini the retirement plans, revisions in the purchase and other
policies, and relinquishing the Library’s 501(C) 3 status.

¢ The Professional Services was a new expense category added for 2014 and contains some expenses that were
previously budgeted in the contract labor category and contains some new expensey,



* The increase in equipment is due to the fact that equipment and furniture purchases for the new building were
made out of this year’s budget,

© The Outreach expense category increased due to targeted mailings and other efforts to reach out to and provide
library services to the outlying areas of the Library’s three counties.

» The Continuing Education expenses decreased because there was less new staff hired during the current year and
less conferences were attended this year.

= Supplies increased because additional supplies were purchased this year due to the addition of the Norman Weslt
branch library.

® System lacilities decreased because the Library vacated a leased property on MofSee Street when they moved into
the new building and therefore did not have to pay the lease or utilities cost for the entire year.

» The Construction project account decreased because more of the remodeling and construction costs for the new
building were paid out of last year’s budget than the current year’s budget,

* Insurance increased because additional coverage was needed to insure the remodeled building and its equipment
and furnishings. I addition, the purchase of a new delivery vehicle increased the insurance costs.
Postage costs decreased becanse the Library continues 10 send items electronically when at all possible.

* Vehicle costs increased because a new delivery van was purchased and it was converted to CNG which is much
more efficient and cost effective,
Revaluation cosis decreased because the cost of the service decreased.

*  Interest expense increased becanse the Library borrowed money this year due to the timing of the completion of
the building project,

= The Development expenses increased because some items that were encumbered vut of last vear’s budget were
paid out of the current year’s expenses.

» Reprographics decreased because the Icases on three copiers cxpired during the year and they haven't been
rencwed yet.
Data Processing increased because some expenses that were paid out of another budget were moved fo this budget.

* Fine Collection Service cost increased as this service was used more during this year than the prior year.
Bad debt expense was u new expense item for this year. It was added to reflect the reduction in value of the note
receivable to reflect the actuatl amount of the note that was collected.

» Travel expenses decreascd this year when compared 1o the prior year.

¢ Telephone expenses decreased this year when compared to the prior year.

Other Governmental Funds;

Gifts/Grants Funds -~ In FY14, the Library received $211,214 in gifts and grants. Outright gifis 1o PLS totaled $50,505,
over half of which was provided by Friends groups throughout the Library ($33,077). This past year, the Library received
$160,709 in grants. In addition 10 the grants mentioned in the finuncial highlights scction there were several other grants
reeeived this year. With a combined gift of $22,824, the Oklahoma Department of Libracios continued to support adult
literacy in all three counties. The Oklahoma Department of Libraries also provided continuing education grants to the
Library for $2,607. The Oklahoma Department of Libraries alse awarded the Library the Lego Stem Grant for $2 1,445,
This grant allowed the Library to purchasc Lego Classtoom packs for use in their summer reading programs, The City of
Purcell donated $11,000 to fund progrmns at the Purcell Library. Hastings Entertainment donated $1,087 to help fund
literacy programs within the Pioneer .ibrary System. A Norman customer won an Oklahoma College Savings Plan Grant
for $1,000 from the Oklahoma Department of Libraries which was awarded to the Noman Library. All of the grantors and
donors have not only provided financial support but have also been active partners providing excelient library services to
the community.

Fiduciary Funds:

The investments of the Systemn Pension Plan increased due to the increase in the stock market. The Pioneer Library System
Board of Trustees froze the defined benefit pension plan as of December 31, 2008 and instituted o defined contribution
retirement plan.



The Lirary as a Whelo

2013-14 2012-13
Assets
Current and Other Asscts $ 4,980,544 $ 5926051
Capiial Assets 10,459,787 _ 9.504.024
Total Assets 15,446,331 15,430,075
Liabililies
Acconnts Payable and Accrued Expenses 128,665 318,980
Other Liabilities 333138 320,105
Total Liabilitics 461,803 648,085
Net Assets
Invested in Capital Assets 10,459,787 9,504,024
Unreserved/Uarestricted Nel Assets 3,944,101 4,686,009
Restricted Net Assets 580,640 591957
Total Net Assels $14,984,528 514,781,990
Change in Net Position:

Beginning Net Position

$14,781,990

5 14,195,154

Restatement {238.013) -
Beginning Net Position as restated 14,543,977 14,195,154
Revenues
Property Taxes 14,278,341 13,883,622
Charges for Services 460,786 368,407
Operating Grants 211,214 201,104
Capital Grants 94,570 1,410
State Aid 156,401 155,128
Investment Earnings 54,251 51,629
Loss on Dispesal (3.826) ___ . (BS512)
Total Revenues 5251707 _14.652.788
Expenses
Public Library Services 9,672,198 9,736,292
Administrative Services 2,611,152 2,232,920
Depreciation — unallocated 2,527806 _ 2,096,740
Total Expenses 14,311,156 14,065,952
Increase in Net Assets 440.55] 586.836
Ending Not Assets 514,984,528 $14,781,990

&eneral Fimd Budpetary Blghhights

The General Fund budget for fiscal year 2013-14 was $16,404,894. This was a 7.89% decrease over the previous year.
The highlights of the budget include:
*  A2.0% salary adjustment for all staff who qualified and were stilt employed on August 31, 2043,
* The Materials budget shows an increase to inclnde items that were encumbered at year end. In addition, the
Norman Westside Library materinls budget was increased becausc most of the opening day collection will be
purchased out of this year’s budget.
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Health insurance was increased to cover an expected increase in the medical and dental insurance rates.

Disability insurance was incrcased by $5,900 to reflect the new rate of the plan.

Unemployment insurance was increased to reflect actual costs.

Lquipment was increased $71,802 to cover the costs of equipment and furnishings for the new building,

Contract Labor was decreascd by $66,800 because mast of these costs were moved (o 1 new budget line item.

Professional Services is a new budget line item and contains costs moved from the contract labor bud get.

Attorney Fees was increase by $5,000 lo more sccurately reflect actual usage.

Revaluation was increased by $16,000 to reflect actual and estimated costs.

Insurance was increased 529,500 which reflects the new rates provided by our insurance provider. The main reason

for the increase was the addition of the Pivneer building to our insurance coverage and the fact that we were under-

insured for the contents of the facilities across the board.

* Postage was decrcascd by $15,000 which reflects the decrease in actual usage,

*  Interest Expense was added bacl 10 the budget for the enrrent year as we anticipate borrowing money this year due
to the timing of the completion of the building project.

® Data Processing was increased by 815,000 to cover expenses that were moved to this budget from another budget.

* The Technology budget was increased to cover the costs of items that were encumbered last year bul not received
and paid for until this year. In addition, the Technology West Side Norman branch was inereased to reflect the
addition of items that were encumbered out of last year’s budget and the fact that more items will be purchased ont
of this year’s budget for the new library.

* Virtual Library was increased to reflect the addition of items encumbered out of last year’s budget,

= Construction Project Norman Center Court was decreased because a majority of the construction project was paid
out of last year’s budget.
Development was decreased by $7,680 to reflect the addition of encumbered items from Jast year's budpet.
System Facilities was decreased because we will not be leasing the facility on McGee Sireet for the entire year or
paying utilities on the facility for the entire year.

* Contractual Services has been reallocmed to other budget ling items.

* Fund Balance Designated Current Year is zero as no fimds from the current aperating budget are being budgeted to
fund balance

*  Reserved for Encumbrances is zero because these funds are now added 1o the expense line item in the budget.

* The Designated Fund Balance reflects several items: Cleveland County, $695,000; McClain County, $173,996;

and Pottawatomie County, $30,000,

" ® T W ®m E ¥ N B

Gapitel Rsset aad iong-Term Beht

The Library®s investment in capital assets, net of accumulated depreciation, as of June 30, 2014 was $10,459.787 and on
June 30, 2013 was $9,505,024. Of the total capital assets, net of accumulated depreciation, on June 30, 2014, 12% are
fumiture. equipment and vehicles; 45% are building and property; and the remaining 43% are books and materials. Of the
total depreciable capital assets, net of accumulated depreciation, on June 30, 2013 12% are furniture, equipment, and
vehicles; 37 % are building and property; and the remaining 51% are books and materials.

The Library has no long-term liabilities. The Board limits borrowing to short-term, usually in the il in anticipation of ad
valorem receipts beginning in December. The note is usually paid off in mid-January. In 2013-14, the Library borrowed
$850,000 and incurred $3,694 in interest expense for a total amount due of $853,694, The total amount due was repaid by
January 4, 2014,

tconemic Environment and Next Year's Budget

The Library’s primary revenue is Ad Velorem (property) tax. The annual growth in the Cleveland, McClain and
Pottawatomie County’s property value is the most important factor for the Library’s revenue outlook. For the most recent
fiscal year the System collected 6.11, 6.11 and 6.06 mills of the assessed property value from the respective counties. The
voters in all three counties approved a two mill increase in May of 2008. The millage increase was much needed,
especially since there had been no increase in millage since the voters approved the 4 mill increase in 1990 for Cleveland

1O



County and in 1992 for the other two counties. The factional part of the milla ge 15 due to the abolishment of the personal
property lax in two of the connties. The system is now al the milluge cap allowed by state law.

The presence of interslate traffic in all three counties has accounted for some of the continued growth as well as being in
the middle of the State and near the State Capitol. The dramatic growth in facilities and related commercial scrvices
emanating from the University of Oklahoma has made a favorable climate around the Norman area. Moore has grown
dramatically as more shopping centers along 1-35 have been and continue to be developed. This growth continues in
Norman as well with the implementation of a TIF district along I-35.The growth continued this yeat at a higher rate than in
previous years due to the continued recovery from the effects of the tomados last May and the continued recovery of the
economy.

In general, the Library still cxpects a continued growth in the tax revenue for the next year. The Cleveland County
Assessor has certified a 3,.82% growth in property value for 2014; the Pottawatomie County Assessor has certified a 9.24%
growth and the McClain County Assessor has certified 4 3.65% growih.

For fiscal ycar 2014-15, the Library Board approved a gencral fund budget of $15,111,577 versus $16,404,894 for 2013-
14.
» A 3.5% salary adjustment for staff who received a successful or cutstanding rating on their annual performance
evaluation and aren’t in iheir training period,
* [lealth insurance was increased to cover anticipated increases in the renewal rates which take effect on May 1,
2015.
Workers Compensation was increased $2,103 1o reflect actual costs.
Unemployment was decreased by $1,000 to refiect actual costs.
Disability insurance was increased 31,005 to refloct additional costs due 1o the salary increases,
The Materials budget was increased by $8,165 to restore prior decreases in this budget item.
Materials Westside Nornman was decreased to zcro since the materials for the opening day collection were
purchased in 2013-14,
* Professional Services was increased $60.402 to reflect anticipated costs of several projects: Board book
preservation, Orange Boy, BoardIDocs expansion and other improvements in online services.
Attorney Fees was increased $15,000 to accurately reflect usage.
Equipment was decreased $144,028 because last year’s budget included furnishings and equipment for the new
building,
* Insurance was increased $10,000 to cover the increased costs associated with the new Pionoer building and its
contents and o cover the addition of a new vehicle to the fleet.
Revaluation was decreased by $9,000 to reflect actual and estimated costs.
Postage was decreased $10,000 which reflects the decrease in actual usage.
Data pracessing was increased $15,800 to cover actual expenses and the possible addition of an on-line application
tracking system.
Interest expense was decreased $2,500 to refloct actual costs from the prior year,
Supplies was increased $4,164 to cover the items that were encumbersd out of the 2013-14 budget.
Vehicles was decreased $9,256 because a car instead of u delivery truck will be purchased this year.,
Raprographics was decreased 57,000 to reflect actun] usage and the expiration of the black and white copier leases
during 2013-14.
Fine Collection was increased $9,000 to reflcet actual costs.
¢ The Technology budget was increased $125,633 which reflects additional equipment purchases, costs associated
with maintaining cquipment purchased, and the addition of iteins encumbered from the 2013-14 budget.
* Technology Westside Norman was decreased $312,056 because mast of the equipment for the new branch was
purchased from last year’s budget.
Virtual Libraty was increased to cover items that were cncumbered out of last year's budget.
Construction Project Norman Center Court was decreased because a majority of the cost of the remodeling project
was paid out of Jast year’s budget.

" ® & w &
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*  Development was increased $7,200 (o cover items that were encumbered out of last year’s budget.

o System Signage was decreased by $11,092 to refiect actual costs and the fuct that al) the signage for the new
building was purchased from the prior year’s budget.

¢ Public Information was increased by $15,074 to reflect the addition of itemns that were encumbered out of last
year’s budget and to cover expenses for additional activities as the new strategic plan is implemented.

*  Programming was increased $43,000 to cover the costs of additional programming as the new strategic plan is
implemented,

¢ System Facililies was increascd $58,000 (o reflect acmal costs of running PLS facilities and (o COVET 30IMe
additional iters, such as outside pole lights, etc.

¢ System Outreach was increased 335,000 to cover additional outreach cost anticipated during the year as the new
strategic plan iz implemented.

* Fund Balance Designated Current Year is $220,000 as these funds will be used for future anticipated library
projects,

*  Assigned Fund Balance reflects several items: Cleveland County, $695,000; McClain County, $173,996; and
Pottawatomie County, $50,000.

Contecalng the Libzary's Financia! Mamagement
This financial report is designed to provide a general overview of the Pionecr Library System, comply with finance-related
laws and regulations, and demonstrate the Library’s commitment to public accountability. If you have any questions sbout

this report or would like to request additional information, contact the Library’s Business Office at 300 Norman Center
Court, Norran, OK 73072,

12



FIONELR LIBRARY SYSTEM

Statement of Net Position
June 30, 2014
Primary Cormponent
Government Unit
Govemmenital Library
Activities Foundation
Asgefs
Cash and Cash Equivalents 4,070,712 117,447
Investments 331,231 -
Ad Vabrem Tax Receivable 123,811 -
Acorued Interest Receivable 870 20
Other Current Assets 423,378 11,240
Other Receivabk 36,542 10,000
Non-Depreciabk Capital Assels 161,179 -
Depreciable Capital Assets, Net 10,298,608 -
Total Assets 15,446,331 138,707
Liabilities
Accounts Payable and Accrued Experses 128,665 9,663
Compensated Absences Payable 333,138 -
Total Lubilities 461,803 9,603
Net Position
Net Investment in Capital Assets 10,459,787 -
Restricted Net Assets 580,640 48,134
Unrestricted Net Assets 3,544,101 80,910
Total Net Pasition 14,984,528 129,044

See Accompanying Motes to Financial Statements
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TIONEER LIBRARY SYSTEM

Staternent of Activites
For the Yea Ended Jume 30, 2014
Net (Bxpense) (Bxpernss)
Revenus and. Reveme and
Changes in Changes in
Fuogum Revenves Net Assets Net Assets
Primary Componcnt
Operating Capital Govermment Unig
Charges for Orants and Granty and Governmenta) Lirary
Fustions/Programs Bervices Covudutions  Contributions Activities Fowndation
Covermmenta) Activities: _
Public Library Services § 9616523 %5 460,786 § 21,214 % 15095 % (8929428
Adminshative Services - - 23,800 {2,587.352)
Depreciation - uwallbealed — - - {2,527,806)
Total Prinwmry Government ™ § '1'.'-1,'_755,431 S 460786 § 211,213 % 38,805 5 (14,044 386)
Component Uni
Library Fomdation 3 172,286 8 e 5183204 3 - $ F1,008
Qeneral Revenues:
Property taxes, kevied for general purposes 14278341 3§ “
State Aid 156,401 -
Book Saks - 1,685
Investment earnings 54,251 .
Loss on Disposaly (3,856) -
Total Geperal Revernies 14485137 8 1685
Change inrict assets 440351 § 12693
Net position - beginning 14,781,590 116,351
Regintment {238,013)
Net position ~ beginnng, a8 restated 14,543,977
Net position - ending 14984,528 & 129,044
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PIONEER LIBRARY SYSTEM

Balance Sheet
Governmental Funds
Jure 30, 2014
Clfts and Total Governmental
ASSEIS General Fund Grants Fund Funds

Cash § 3919006 151,616 5 4,070,712
Investments - 331,231 331,231
Receivable from General Fund - 86,733 86,7433
Ad Valorem TaxReceivable 123,811 - 123811
Accrued Tnterest Receivable 870 - B7
Grants Receivable - 13,571 13,671
Oiher Receivable 2281 - 22871
Deposit 9200 - 9,200
Prepaid Expenses 414,178 - 414,178

Totad Assets B 4,490,006 581251 0§ 5073277

LIABILITIES AND FUND BALANCES

Liabilities

Accounts Payable 4 71,289 2611 8 73900

Accrued Salades and Enployee Benefits 54,765 - 54,765

Compensated Absences Peyable 333,138 - 333,138

Payable to Special Revenue 86,730 - 86,733
‘lotal Liabilities $ 545,025 2611 8 S4R.535
Fund Balunces

Assigned % 418,906 580640 8 1,499,636

Committed 192,188 142,188

Unassigned 2K32.917 - 2832917
Fund Balances, End of Year $ 2,944,101 580,640 5 4,524,741

Total Liabilities and Fund Balences £ 4490006 583,241
Ameunts reporied for governmental activiiies in the statement of net assets are different becauge:

Capital assets used In govemaental activities are not financial resvurces and thersfore

are not reported as assets in gavemmenigl funds, The cost of the assets

is 523,541,280, including §161,179 of non-depreciable assets, and the accumulated depreciation 10,459,787

is 813,081,493,
Toial Net Assels - Governmental Activities % 14,984,528

See Accompanying Notes to Financial Statements
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PIONEER LIB=ARY 3Y S EM
Btetemant of Revenves, Bxpenditures, and Cherges in i und Uslanzes -
Govermental Funds
Forthe Yiar Ended hame 20, 3614

Tailal
Gifts ard Grants Govanm,zal
Generai Fand Fund Lunds
Revenues:
Property Taxes £ 14278341 & « % 14,278,341
Coflections nn Bank Fineg and Copy Servicss Ex Rl - 321,579
Grfiz nnd Grant - 201,214 1214
Sin'a Revenue 156.4G1 - 156,401
Other Cantroets 139,207 - 139,207
[2-Kind Donuéons 3tE1z LR
eteres] 10,457 43,554 54,251
Total Reveryss 5 14835225  § 293580 3 15,199 805
Exponditarss
Persanzl Services b digr080 % . $ WI87,060
Mutirials 2212308 81,097 2,459,455
Gleseral « b Adminigiraive 1,310,066 25,800 1,524,866
Technology and Aulamation 1,255,005 - 1,255,058
Syarem Setviees 1492071 1.492.071
Tulul Txpenditeres $ 15648133 § 4T § 13 455,030
Niet Change in Furd Ralanca % (M908 3 (11317 8§ (753.225)
Bepgming Fund Balunes 4,856 0409 501,957 5,271,955
Ending Fund Balance: 3 IMA01  § smgn 3 4,529,741
Total et chimages i fuimd bolnacus - gevenmental fands 5 [753,225)
The clinngs in nets n3pts reportad in the satement of aotivities i3 different becausz.
Capiml outlzys to purchnse or build capital w212 428 reported i goverumental funds as expenditures.
However, for governmental activities those ¢os13 a2 shown in tho statement o' located over the:r extimated
usefhl lives as enzusl depreciation axpensss in the statounent of sctivitics. (458 is the amount by which
expital outlays excrods depreciation during he pecio.
Depreciation Expense -3 {2,527.806)
Copita) Qutlay 3,735,434 1,197,632
Disposals of capital assets e net cons.denad 1o be expendilures in the govenmpszal
fundty, They 7te however, recoried s o foss in the statement of activilies, (3,856)
Clinnge in el assels nf govemmental 2etivities S 44{,551
R ————

Sec Accompanying Nates to Financial Statements
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PIONEER LIBRARY SYSTEM

Statement of Fiduciary Net Asscts
Fidueiary Fund
Pension
Fund
ASSETS
Current Assets
Cash $ 89,468
Receivables 1,926
Investments 3,643,100
Total Assets $ 3.7344%
NET ASSETS
Net Assets
Held in Trust for Pension
Benefits and Other Purposes $__ 3734494

See Accompanying Notes to Financial Statements
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PIONEER LIBRARY SYSTEM
Statement of Changes in Fiduciary Net Assets

Fiduciary Fund

For the Year Ended June 30, 2014

Additions
Contributions
Emplover
Interest and Dividend Incorne
Net Increase in the Fair Valoe of Investroents
Realized Gain
Total Additions

Deductions
Berncfits Paid
Trustee and Management Fees

Total Deductions

Net Incraase

Net Assets, Beginning of Year

Net Assets, End of Year

See Accompanying Notes to Financial Statements
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Pension
Fuond
$§ 183,000
73,385
396,680
56,190
$ 714255
£ 301,093
18,019
§ 319,112
$ 395143
3,339,351
$ 3,734,494



PIONEER LIBRARY SYSTEM
Notes to Financial Statements
June 30,2014

Note 1 — Summary of Significant Accounting Policies

The Regporting Barity —

Piopeer Library System (The Library) is a corporate body for public purposes created under Title 65 of
the Oklahotna Statutes and accordingly is a separate entity for operating and financial reporting purposes.

The Library is governed by trustees composed of 16 voting members, The Library operations are
conducted by a librarian appointed by the trustees. Trustees include voting members who are
appointees of the various cities in which the Library has locations.

The Library’s financial siatements are prepared in accordance with generally acoepted accounting
principles in the United States of America (U.8. GAAP). The Library’s reporting entity applies all
relevant Governmental Accounting Standards Board (GASB) pronouncements and applicable Finangial
Accountmg Standards Board (FASB) prenouncements and Accounting Principles Board (APB) opinions
1ssued on or before November 30, 1989, unless they conflict with GASB pronouncements. The Library’s
reporting entity does not apply FASB pronouncements or APB opinions issued afier November 30, 1989,

Financial Statement Presentation —

In evaluating how to define the Library, for financial reporting purposes, management has considered ajl
potential component units, The decision to include a potential corponent unit in the reporting entity was
made by applying the criteria established by the Governmental Accounting Standards Board {GASB), The
basic ~~ but not the only -- criterion for including a potential component unit within the reporting entity is
the goveming body's abilitv to exercise oversight responsibiity. The most significant manifestation of
this ability is financial interdependency, Other manifestations of the ability to exercise responsibility
include, but are not limited to, the selection of governing authority, the designation of management, the
ability to significantly influence operations, and accountability for fiscal matters, A second criterion used
in evaluating potential component units is the scope of public service. Application of this criterion
involves considering whether the activity benefits the Library andfor its citizens, or whether the activity is
conducted within the geographic boundaries of the Library and is generally available to its patrons, A
thind criterion nsed to evaluate potential cumponent units for melusion or exclusion from the reporting
enfity 1z the existence of special finaneing relationships, regardless of whether the Library is able to
exercisc oversight responsibilities. Based upon the application of these criteria, the Pioneer Library
System Foundation meets the criteria, which requires a component unit to be presented discretely and
inclnding in the Library’s reporting entity.

Complete financial statements for the Foundation are available from the Foundation administrative office.

Bagic Financial Statements — Government-Wide Sintenents —

The Library®s basic financial statements include both government-wide (reporting the Library as a whole)
and fund financial statements (reporting the Library’s major funds). Both the government-wide and fund
financial statements categorize primary activities as sither governmental or business type. The Library
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PIOMEER LIBRARY SYSTEM
Notes to Financizl Statements
June 30, 2014

Note | — Summary of Sipnificant Accounting Policies (continued)

does not have any activities classificd as business-lype activities. Internal service fund aclivity is
eliminated to avoid “doubling up” revenues and expenses. Fiduciary fands are excluded.

In the government-wide Statement of Net Assets, the Library’s governmental activities are reported using
the accrual basis of accounting. The Library’s net assets are reported in three parts - invested in capital
assets, net of related debt; restricted net assets; and unrestricted net assets. Revenues are recognized when
earned and expenses arc recognized when incurred.

The government-wide Statement of Activities reports both the gross and net cost of each of the Library"s
programs and functions. The functions are also supported by general government revenues, The
Statement of Activities reduces gross expenses (including depreciation) by related program revenues,
operating and capital grants. Program revenues must be directly associated with the function. Operating
grants include operating-specific and discretionary (either operating or capital) grants while the capital
graws column reflects capital-specific grants,

The pension trust fund recognizes employer and participant contributions in the period in which
contributions are due and the Library has made a formal commilment to provide the contributions.
Retirement benefits and refinds are recognized when due and payable in accordance with the terms of the
Plan. See Note 10.

The net costs are normally covered by general revenue (property taxes, State aid, other taxes etc.).

‘The government-wide focus is more on the sustainability of the Library us an entity and the change in the
Library’s net sssets resulting from the current year's activities.

Bagic Financial Statemnents — Fund Financial Statements

Fund financial statements report detailed information about the Library, The focus of govemmental fund
financial statements is on major funds mther than reporting fonds by type. Nommajor funds are apgrepated
aixd presented in a single column,

All governmental funds are accounted for using the current financial resources measurement focus and
the medified accrual basis of accounting, Under this basis revenues are recorded when susceptible to
accrual; i.c. both measurable and available. “Available” means collectible within the current period or
within 60 days after year end. Expenditures are generally recognized under the modified accrual basis of
accounting when the related Hability is incurred, The exception to this general rule is that principal and
interest on gencral obligation long-terin debt, if any, is recognized when due,

The Library reports the following major governmental funds;

General Fund - js the primary operating fund of the Library. Tt is used to account for all financial
resources except those requived to be accounted for in another fund.

Gifts and Grants Fund - is used to account for all gifis and prants made to the Library, which are
to be used for specific purposes.
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PIONEER LIBRARY 5YSTEM
Notes to Financial Statements
Juue 30, 2014

Note 1 — Summary of Significant Ascounting Policies (continued)

The Library reports the following fiduciary funds:

Pension Trust Funds — The Pension Trust Funds are used to account for the receipt, investment
and distribution of retirement contributions fo the Pioneer Library System Pension Plan and Trust
(the Plax}. See also Note 10,

Fund Balance;

Fund Balance — In the governmen-wide financial statements, equity is classified as net assets and
displayed in three components:

1. Invested in capital assets — Consists of capital assets, net of accumulated depreciation.

2. Restricted net assets — Consists of net assets with constrainis placed on the use sither by
external groups, such as grantors or laws and regulations of other governments, or law
through constitutional provisions or enabling legislation.

3. Unrestricted net assets - All other assets that do not meet the definition of "restiicted” or
"invested in capital assets, net.of refated debt.”

When both restricted and unrestricted net assets are available for use, generally it is the Library's
policy to nse restricted resources first.

Governmental fiund equity is classified as find balance. Fund balance is firther classified as
follows:

a) Non-spendable ~ Includes fund balance amounts that cannot be spent either because it is not
in spendahle form or because of legal ar contractual requirements.

b) Restricted — Includes fund balance amounts that are constrained for specific purposes which
are externally imposed by contributors, grantors, or amounts constrained due to constitutional
provisions or enabling legislation,

¢) Commiited — Includes fund balance amounts that are constrained for specific purposes that
are internally imposed by the Library through formal action of the highest level of decision
making authority. The Board of Trustees is the highest level of decision making authority that
can commit fund balance. Once committed, the limitation imposed remains in place until 2
similar action is talten to remove or revise the limitation.

d) Assigned — Includes fund balance amounts that are constrained by the Library's intent to be
used for specific purposes, but are neither restricted nor committed. Intent can be stipulated
by the Board of Trustees. With the exception of the General Fund, this is the residual fund
balance of the classification for all governmental funds with positive balances.

v) Unassigned — Includss the residual balance of the General Fund that hes not been assigned to
other funds and thet has not be restricted, committed, or assigned to specific purposes with
the General Fund.
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PIONEER LIBRARY SYSTEM
Nntes to Financial Statements
June 30, 2014

Nofe 1 — Summary of Significant Accounting Policics (continued)

Basis of Accounting — Basis of accounting refers to when revenues and expenditures arc recognized in the
accounts and reported in the finencial statements. It relates to the timing of the measurements made
regardiess of the measurement focus apptied.

Capital Assets — Capita) asscis purchased or acquired with an eriginal cost of $1.000 or more are reparted
at histarical cest or estimated historical cost. Additions, improvements and other capital outlays that
significantly cxtend the useful life of an asset are capilalized. Other costs incurred for repairs and
maintenance arc expensed as incurred. Depreciation on all assets is provided on the straight-line basis
over the following estimated useful lives:

Furniture and Fixtures 7 years
Computer Equipment 4 years
Vehicles 5 vears
Books and Maicrials S vears
Buildings 40 years
Compens: nges — The Library acorues accumulated unpaid annual leave when carned by the

employee. Generally, annual leave must be taken during the calendar year eamed. Eligible employecs
who end their employment with the Libracy are reimbursed for each day of accumulated annual leave.

Budgets and Budgetary Accounting - The Library is required by state law 1o prepare an annual budget.
The various County Excisc Boards formally approve an annual budget for the general fund.

Budgets generally assume the expenditure of all available resources. Therefore, when the legal budget is
prepared, il is assumed these funds will not have a carryover balance to a subsequent year. Program
revenue received but not spent is restricted and deferred to the subsequent fiscal year. Amounts reported
as program revenue includes (1) charges to customers, (2) operating grams and contributions, and 3)
capital grants and contributions.

Cash and Cash Equivalents — The Library considers all cash on hand, demand deposits, money market
checking and certificates of deposit with an initial maturity of three months or less, held at an individual
bank which are subject 1o early withdrawal penalties no matter what the maturity period, to be cash. Al
short-term cash surpluses are maintained in a cash pool, the earnings from which ere allocated to cach
fund based on month-end deposit balances.

Receivables - All taxes receivable are expected to be collected in one year.

Property Tax Revenues — Property taxes attach an enforceable lien on property as of January 1. Taxes are
levied annually on November 1 and are due one-half by December 31 and one-half by March 31. The
County Assessor's office bills and collects the property taxes and remits to the Library its portion,
Property taxes not paid prior to April are considered delinquent. Such delinguent tax payments have not
historically been material. Delinquent tax payments are received throughout the year and are recognized
as revenue in the year reccived, except for those received within 60 days of year end, which are
recognized as revenucs as of June 30, 2014 in both the government-wide and fund financial statements.

State Bevenues — The Library receives revenue from the state to administer certain categorical library
programs. The board of trustees has designated these funds to be used in technology.
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PIONEER LIBRARY SYSTEM
Notes to Financial Staternents
June 30, 2014

Note 1 ~ Summary of Significant Accounting Policies {continued)

Interfund Balances - During the course of normal operations, the Library has transactions between funds
including expenditures and transfers of resources to provide services, purchase assets and service debt,
Transactions that are normal and recurring between funds are recorded as opetating iransfers.

Contributed Fecilities and Services - The Library operatey seversl branches located in government-owned
buildings and receives certain services without charge. The estimated fair rental value of the premises and
service is not reported in the accompanying statement of revenues, expenditnres, and changes in fund
balance.

Grants - The Library records income from grants in the period received or to the extent of expenses paid
prior to reimbursernent by a grant,

Income Taxes - The Library was established under the provisions of the Oklahema Constitution and ag
such is exempt from income taxes undes the hiternal Revenue Code as & unit of government. The Library
is exempt from income taxes under Section 501(c)3) of the Internal Revenue Code. The Library has also
been classified as an entity that is not a private foundation within ihe meaning of Section 509(a) and
qualifies for deductible cortributions. No provision for federal or state income taxes has been recorded,
There was no interest or penalties to the Internal Revenus Service included in thesc financial statements.
Tax years before 2010 are no Jonger subject to examination by the Internal Revenus Service and the State
of Oklahoma.

Prepaid Expenges - The Library records prepaid insurance, subscriptions and maintenance agreements for
that portion of payments which bave not been used at year-end for government-wide financial statement
purposes. Prepaid expense is included in other current assets in the statement of net assets.

Restricted Resources - The Library records gifis and grants as restricted when the donor specifies a
restriction on the timing or use of the gift or grant. Expenses are allocated first to the restricted resource.
If additional expense is incurred, the expense is allocated to unrestricted funds when the restriction las
been depleted.

Use of Hstimates - The prepamtion of financial statements requires management 1o make estimates and
assumplions that affect the reported amount of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and vipenses
during the reporting period. Actual resulis could differ from those estimates.

Note 2—-C Invesimenis

The Library’s investment policies are governed by state statute. Permissible investments include dirsct
obligations of the United States Government and Agencies; certificates of deposit of savings and loan
associations and bank und irust companies; ‘and savings accounts or savings certificates of savings and
loan associations and trust companies. A certificate of deposit in the amount of $6,200 is pledged on a
letter of credit for a security deposit.



PIONEER LIBRARY SYSTEM
Motes to Financial Statements
June 30, 2014

Note 2 — Cash and fnvestments (continued)

Custodial Credit Risk - Deposits — Custodial oredit risk is the risk that in the event of a bank failure, the
Library’s deposits may not be returned to it. At June 30, 2014, $26,720 of the Library’s bank balance of
34,816,790 was exposed to custodial credit risk because it was not insured or collateralized. The balance
is pariially collateralized with securities held by First Fidelity Bank in the Library’s name. The market
value of these securities as of June 30, 2014 was $4,540,070 plus $250,000 of FDIC' insurance gives
coverage of $4,791,000.

Beneficial interest in assets held by others — In previcus years the Library transferred funds to the
Communities Foundation of Oklahoma (CF0) and the Norman Communities Foundation (managed by
the Communities Foundation of Oklahoma) for investment, The recorded portion of these funds conststs
of transfers to CFO from the Library and the earnings thereon.

Grant awards shall be available for distribution on a yearly basis, subject to final approval by the Board of
Directors of CF(), and based on a specified percentage of the fair market valne of assets on a rolling
average of the previous eight quarters. The Community Foundation maintaing variance power over these
assets. Variance power assures donors that if the charitable purpose of their contribution becomes
impractical or impossible, the distributions will be directed to similar purposes in the community, The
Library's board may, by an affirmative vote of two third of the board, for an unusual circumstance,
recommend and request distribution of all or part of the assets held by CFO. However, the CFO has the
ultimate authority over and control of all property held by CFQ. Distibutions in the amount of $14,205
for the year ended June 30, 2014, was received by the Library from these combined fands.

The Community Foundation maintains legal ownership of the funds. However, accounting principles
generally accepted in the United States of America require the Organization 1o reflect its beneficial
interest in these assets in its financial statements. At Tune 30, 2014, assets transferred to the Community
Foundation by the Organization had a fair value of $331,231 based on the approximate present value of
future cash flows from CFO.

Dineet donations to the Community Foundation from individuals are restricted for endowment purposes
and are not recorded as assets of the Library. Only the eamings on these fimds can be distributed to the
Library. Distributions in the amount of 3887 for the year ended June 30, 2014, were received by the
Library. The fair value of the funds originally donated by third parties at June 30, 2014 was $20,597. The
Organization has no remainder interest in the corpus of these funds.

Investment Interest Rate Risk - The investments of the Pension Plan (see also Note 10) ane invested in
various mutual funds with the Bank of Oklahoma, and may be used only for the payment of benefits to
the members of the Plan. The compositian of the pension trust fumd at fait value is shown in the following
table.
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PICNEER LIBRARY SYSTEM
Notes to Financial Statements

June 30, 2014
Credit Exposure
Market as a Percentage of
Value Total Investments
Pension Fund
Pooled Equity Funds $ 2067245 56.75%
Pooled Fixed Income Funds 1,302,602 35.75%
Alternative Investments 273,253 7.50%
Total Pension Fund Investments $ 3.643,100 100.00%

The following investments represent 5% or more of the net assets of the Plan at June 30, 2014

DFA US Large Cap Value I $380,297
Fidelity Contrafund 232,620
T Rowe Price Growth Stock I 232155
Vanguard Institutional Index I 316,162
PIMCO Total Return Institutional 412,880
Templeton Global Bond Advantage 264,028
VYanguard Short-term Bond Index Signal 210683
Pegpsion Fund Policy

The Pioneer Library System Pension Plan and Trust provides for investment managers who have full
discretion of assets allocated to them subject to the averall investment guidelines set out in the policy.
Menager performance is reviewed by a consultant who provides reports fo the retirement plans investment
and administrative committee and to the board, Any changes in the investment management firm must be
reported as they occur. Overall investment guidelines provide for diversification and allow investment in
domestic and international common stocks. fixed income sccurities, cash equivalents, index funds,
collective trust funds and mutual fonds. The Plan addresses custodial credit risk with policy providing for
the engagement of a cusiodian who accepts possession of securities for safekeeping; collects and
disburses income; collects principal of sold, matured, or called items; and provides periodic accounting to
the board. The pension trast fund holds $3,643,100 in investments. This amount is held by the investment
counterparty, not in the name of the pension fund or the Library.

Pension Trust investing is restricted by Oklahama Statutes to the Prudent Investor Rule.

Note 3 — Noie Receivable

The Library received a note reccivable included in the settiement of an estate during the year ended June
30, 2005, The original note was $100.000 at zero interest, and was due in 2014, The Pioneer Library
System Board of Trustees accepted $80,000 in certified funds in satisfaction of the obligation of the note.
Note 4 — Colleetions

The Library has not capitalized existing inexhaustible collections, including researeh books, because the
values are not readily determinable.
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PIONEER LIBRARY SYSTEM
Notes to Financial Statements
June 30, 2014

Note 5 — Short-Term Borrowing

On an annual basis, the Library utilizes short-term unsecured promissory notes in anticipation of ths
collection of ad valorem taxes. In accordance with Title 65 Section 4-105 of the Oklahoma Statutes, the
term of the loan may not exceed one year. As of June 30, 2014, no balance was owed. Interest expense of
$3,694 was paid during the year ended June 30, 2014

Note & — Other Current Liabilities

The long-term liability balance and activity for the year were as follows:

Beginning Ending Amounts Due
Balance Additions  _Reductions Balance  Within One Year
Compensaled Absences _$ _329.105 453,871 449838 3§ 333138 % 333,138

The general fund will be used to setile the compensated absences lability.

Lease Commitments — The Library leasezs & building for the service center, a building for the
development cffice, telephone equipment, a postage machine and copiers for its branch facilities
and for administration under operating leases. The building lease for the service center was
terminated in September when the service center staff moved into the new Pioneer building, The
other leases are renewed on an annual basis. Lease expense under these leases for 2014 was
$104,898.

Encumbrances — As discussed in Note 1 above, budgetary information, and budgetary basis of
accounting, encumbrance accounting is utilized to the extent necessary to assure effective
budgetary control and accountability and o facilitate effective cask planning and control, At
June 30, 2014 the amount of encumbrances expected to be honored upon performance by the
vendor in the next year were:

(eneral Fund § 192,188
Giftsand Grants Fund __ -
Total $ 192,188
Other Commitments — In the year ended June 30, 2005, the Library received a distribution from

an estate that was to be used for the Noble Public Library. Construction commenced on an
addition to the Nobie library building in 2006, During 2007 construction was completed. Costs
incurred during the year ended June 30, 2007 were approximately $639,000, for a total of
$1.096,000. These costs have been expensed since the building will be owned by the City of
Noble. As of June 30, 2014, the City of Noble has not signed the Inter-local agreement taking
ownership of the building.
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PIONEER LIBRARY SYSTEM
Notes t¢ Financial Statements

June 30, 2014
Note § — Capital Assels
Capital assets of the Library at June 30, 2014 are as follows:
Beginning Ending
Balances Increases Decreases Balances
Non-depreciable Capital Assets:
Land 3 161,179 § - - % 161,179
Depreciable Capital Assets:
Library Books 13,169,153 1,615,623 481,358 14,303,418
Building 3,382,767 1,272,584 - 4,655,351
Fumniture and Fidures 1,043,443 241,554 7,136 1,277,861
Computer Equipnient 2,415,797 552,076 31,429 2,936,444
Vehicles 163426 43,601 n 207,027
Total Capital Assets 20,335,765 3,725,438 519023 23,541,280
Less Accumulated
Depreciation for
Library Books 8,332,345 1,959,833 481,358 9,810,820
Building - 87,288 - 87288
Fumiture and Fidures TI8,736 109,112 5,153 882,695
Computer Equipment 1,847,095 342,890 29,556 2,160,420
Vehicles 111,578 28,683 - 140,261
Total Accumulated
Depreciation 11,069,754 2,527,806 516,067 13,081,493
Total Depreciable Capital
Assets, Net $ 9266011 $ L7632 § 385 § 10,459,787
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PIONEER LIBRARY SYSTEM
Notes to Finanoial Statements
June 30, 2014

Note ? — Fund Balance

Eifective July 1, 2012, the Library implemented GASB Statement No. 54, "Fund Balance Reporting and
Governmental Fund Type Definitions." The following table shows the fund balanee classifications as
shown on the governmental funds balance sheet in scoordance with GASE No. 54 as of June 30, 2014:

General Gifts and Grants GweInatrgLn!a!
Fund Balance Fund Fund Funds
Assignad:

Cleveland County Libraries 5 695000 3 - $ 695000

McClain Ceunty Libraries 173,985 - 173,906

Pottawatomie County Libraries 50,000 - 50,000

Special Revenue Funds . 580,640 580,640
Committed:

Reserved for Encumbrances 192,168 - 192,188
Unassigned: 2832917 - - 2832917
Total Fund Balance 53844101 $_...580.840 S A824.741

Note [0 - ( efit Reti Pl

Plan Description - The Pioneer Library System Pension Plan and Trust (The Plan) is a single-employer
public employees retirement system (PERS) plan that covers alf full-time employees of the Library. This
phin was frozen as of December 31, 2008. Retirement benefits are based on length of service and salary,
Normal retirement for the plan is 65 years of age. Death and deferred vested benefits are also available
under the plan, All benefits vest after 10 years of credited service. Pioneer employees who retire after age
sixty-five with more than four years of credited service are entitled to an anpual retirement benefit,
payable monthly, in an amount equal to one percent of their averages salary based on their highest five
conseculive years within 10 years of retirement. If an employec has less than 10 years of vesting service,
the amount of the benefit is reduced by 1/10® for each vesting year of service fewer than ten. Actuarial
valuations are performed annually on January 1.

Funding Policy - Employees of the library are not required fo contribute 10 the plan. The library is
required to make annual contributions based on an actuarially computed percentage of covercd wages in
amounts sufficient to cover normal cost of benefits and amortize the prior service liabilities. The Pioneer
Library System Board of Trustees has the authority to establish and or amend the fonding policy of the
plan. Contributions for the year ending June 30, 2014 to the defined benefit plan were $188,000,

Net Pension Obligation and Annual Pension Cost — The required contribution was determined as part of
the January 1, 2014 actuarial valuation using the Unit Credit Cost Method. Thisis a change from the prior
year when the Aggregate Cost Method was used, Both methods amortize the unfunded liability over the
average working lifetime of the remaining participants, however, the unit cost method amortization will
remain level until the initial unfunded liability 15 paid off, whereas the aggregate cost method will not
becanse the amortization is refreshed edch year. The change in method was recommended by the actuary,
The most recent actnarial valuation was for the calendar year 2014 and the period is closed. The actnarial
assumptions included the foltowing:
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The interest rate used was 6%. This is also the expected rate of return. Last year the interest rate
assutnption was 5.5% for pre-retivement and 4.5% for post-retirement. This change was suggested

by the actuary,

The mortality table used was for both pre and post-commencement was the 2013 IRS Mortality
table. Last year the 94-Gar table was used, post commencement only. This change was suggested

by the actuary

Note 11 — Retirernent Plan

The annual net pension obligation and annuel pension cost for the current year were as follows:

Net Pension Obligation, Beginning of Year $ 1.526442
Earning from Investments 73,385
Unrealized Appreciation 56,190
Contribution 188,000
Distributions (301,093)
Fees and Commissions 18,019)
Change in Valvation (978,726)
Net Pension Obligation, End of Year $ 346,179

Present Value of Future Benefits

3 4,280,673

Valuation of Assetls 3,734,494
Net Pension Obligation $ 546,179
Components of Annual Pension Cost:
Annual Contribution Necessary to Avoid a Funding Deficiency  § 56,500
Three year trend information is as follows:
Three-Year Trend Information
Fiscal Annonal Percentage Net
Year Pension of APC Pension Actual Contrit
Ending Cost (APC) _ Contributed Obligation
06/30/2012 § 197.670 81.7% $1,509,029 $ 161,500
06/30/2013  $ 176,976 117.5% $1,526,442 § 208,000
06/30/2014 § 56,500 332.7% § 546,179 $ 188,000
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Note 11 — Retirement Plan (continued)
Plan membership as at June 30, 2014 consisted of the following:

Inactive plan members or beneficiaries currently receiving benefits 18
Inactive plan members entitled to but not vet receiving benefits 44
Active plan members _88
Total plan members 150

Multi-year trend information for the plan is as follows:

Schedule of Funding Propress for Pioneer Library System Pension Plan and Trust

Actuarial UAAL as 2
Actuarial Accerued Unfunded Percentage
Actuarial Valueof  Liability (AAL) AAL Funded Covered of Coveered
Valuation Asgeats Entry Age {UAAL} Ratlo Payroll Payroll
Date (2) (b (b-a) (afb) {c) [(b-a)/c]
06/36/2012  $3,063,057 $4,572,086 $1,509.029 67.0% $ - N/A
06/302013  $3,339,351 $4,865,793 $1.526,442 68.6% ¥ - N/A
06/30/2014  $3,734,494 $4,280,673 $ 546,179 87.2% $ - N/A

The Plan’s annual financial report is available from the Business Office of the Pioneer Library System,
300 Norman Center Court, Nomman, Oklahoma 73072.

Note 12 - tributi irement P1

Plan Description - On January 1, 2009 the library implemented this plan. Normal retirement age for this
plan is 65 years of age. Death and deferred vested benefits are also available under this plan. All benefits
vest afler 5 years of credited service. Employees who vetire after age sixty-five will receive their vested
berefits in one of the following manners cut of the amount accumulated in their accounts; (i) by lump
sum payments, or (11) in equal monthly, quarterly, semi-annual or annual installment payments; provided
an installment election must be for a period less than their life expectancy or the life expectancy of their
beneficiaries.

Funding Policy - Employees of the library are not required to contribute to the plan, The library makes an
annual contribution based on a percentage of an employee’s salary. For emplovees that are members of
the Dofined Benefil retirement plan, that was frozen in 2008, the percemtage of salary was based on an
actuariaf calculation that was done in 2008. These percentages were reviewed and recalculated during the
current year which resulted in several of the percentages being changed. These new percentages will be
used when calculating the contributions to participants accounts for 2014. The Pioneer Library System
Board of Trustees has the authority to establish and or aimend the finding policy of the plan. Benefits paid
for 2014 to the plan were $369,831.
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Note 13 - Risk Management

The Library is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions and natural disasters for which the Library carries commercial insurance.
There have been no significant reductions in coverage from the prior year and sefflements have not
exceeded coverage in the past three years,

Note 14 -- Related Party 1eases

The Library leases space to the City of Norman {(City) under an operating lease with annval mutual
renewal, for a term of twenty years. Rent revenue under this lease equaled $109,690, included in Other
contracts on the Statement of Revenues, Expenditures, and Changes in Fund Balances — Governmental
Funds. Under this lease agreement the City agreed to pay $50,000 a year for ten years as reimbursement
for costs incurred to remodel the space for & total of $500,000. 1f the lease is not mutually renewed the
remmainder of $300,000 is to be iemitted to the Library,

Note 15 - Prior Period Adjustiments

In the previous fiscal year the amount of depreciation expense was understated by $238,013. This
understatement of depreciation expense caused the net investment in capital assets to he overstated angd
the net position to be overstated. Acuordingly the Organization has restated its net position as of the
beginning of the year in order to comply with professional standards. The effect of this correction was 1o
decrease the net position at the beginning of the fiscal vear as follows:

June 30, 2013 net position, prior to correction $ 14,781,990
Correction to net posilion classification {238,013}

Net position at the beginning of the year as corrected
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Resotireen {infowsd
Properly Tauas
Stme Revauus
Tnterest
Dther

Relense of Fund Balance
Use of Cesignated Fund Balance

Adourts Aviilable for Apprapristion

Charges (0 Approprietions (omtfows)
Persoanel Service:
hMnteriale
Materals- West Side MNormm
General axd Administrorve
Techunlogy
Tichntilogy-West Side Monman
Wirtusl Library
Conetraciion Project
Syrtem Serviess

Total Charges to Appropristipns

Chavge n Ket Atsets
RBeginning fuxd Balance

Endlig Fand Batanes

Budpgst to Actuil Rezoncilation:

FIONEER LIBRARY SYSTEM

Budgetary Comparison Schedule ~ General Fund (Unaudited)

Revenues on s budgetary basis ane bused on casiy received rether than the
meodifed accrun] basis used for Soancial reperfing

Encumbeanees for tho prioe Sscal vear which were included in Ure yesr
ordered fiyr budgstery pocposes bul want cancelled during the curiers]

budgetary year

The mogunt meported s “fand dalace™ on the bidgersry basis of
accounling derives from the basis of pecountlny used in preprring e
Disrict's bdpet. Thix ot diffiers from the fund brf+<ies reparied in
e galerant el revenues, expenditures and changes in find balaces
because of the cumulative effoot of trensactions such es those described

abive.

32

For the Year Ended June 30, 2014
Budget to GAAP Verigmie with
Budgeted Amoun:s Budpeted Amounts Actual Amouns Diffecences Achyal Arneunts Fiugl Budget Positive
i Final QAAP Bagig OveUnder) Budgetary Basly (Mepitive)
& 13,553,668 4 13,870600 % 14278301 H (3269 & 14,281,510 ¥ 411,010
143,662 149,662 156401 - 156 401 6,739
. - 10,697 - 10,697 10,687
436918 430 168 480,786 10,563 450,223 11,083
- 1,045 44 . 1945 464 -
133420 = = — : :
14280 668 16,404,384 14,906,225 7294 14,844,395 49,501
9,338,180 9,505,685 5,187,060 B 5,183,841 #31,748
1,580,000 1942062 1805.511 53492 1,957,143 E1¥ 73]
200,600 314,857 09357 9,620 38977 53,880
1,018,336 1,408,703 1,501,066 104,671 1,608,737 {196.544)
B24.000 £58,005 861,091 7837 Eé8, 7oK 29,278
206,000 352056 209033 - 209013 143,023
190,000 248,298 184,244 18379 203,323 43003
118,630 1.265,7%2 1,251,573 (1.057) 1,250,516 13236
—_— deadse | 350284 240,408 s 29976t 119,528
14,180,668 15,404 104 15,548,133 189,076 15,k 700 367,685
- - (741.5908) (181,782 200,000 1,007,186
1,637,366 2,709.848 4,686,009 1976164 2,709,845 -
3 1637366  § 3700945 3 944100 8 17Ma5 § 2,300,845 - 1,607,185
3 7284
(185,076}
- .
5 1754



. PIONEER LTBRARY SYSTEM
Budgetary Comparison Schedule — General Fund (Unaudited)
Far the Year Ended Juns 20, 2014

Notes to required Budgelary Information

Note Bndgeting and Hudgetary Control

Oklahoma Btatie requires the Librery to prepare an anoual budpet The various exelse County Extit: Boards formally approve the
‘armual budget for the: general fund, The Libeary adopts its budget af the fund level. .

Budgetary Basis of Accounting

Under the budgetary basis of accounling revennes are recognized when they are seceived rather then esaasd, Parchases of tnaierials,
outside services snd capital outlay are recognized as expenditures when the commitment to purchase is made (eacumbered)
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PIONEEE LIBRARY SYSTEM
Schedule of Changes in Net Pension Lisbility

Ploneer Library System Peasion Plan and Trust
Schedule of Changes in et Pension Liablity

For the Year Ended December 31
Total Penzion Liability

Service Cost

Interest

Changes of henefit terms

Differencss between expected and actual expetisnce
Changgs of assumptions

Benefit payments, incleding refiunds of member contributions
Net change in total pension lisbility

Total Pention Liability--Beginniog
Total Pension Liability--Ending (&)

Plan fidueisry net position

Contributions—employer

Contributions—member

Net investment income

Benefit paymentg, including refunds of member contributions
Administiative expense

Other

Net change i plan fidueciary net position

Plan fiduciary net position—beginring
Plan fiduciary net position—ending (b)

PLS net pension Jinbility (assef)—ending (a) - (b)

Note: Inforimation is not provided for years prior ta 2008 due to it not being available.

The numbers shown are as of the plan year end. The numbers would be different if shown as of June 30.
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2013 2012 2011 2610 2009

$ - s . 5 - 5 - $ -
252,381 238612 246,546 237,066 224,147
48,618 247 559 (116,955) 75,052 4938

(618,654) - 244,140 5 .
(252.483) (201018)  _ (158.3505) (82,058 (85.914)
§ (558,078 % 285153 5 217,228 ¥ 9060 3 14721
4724071 4438918 4,221,592 3992632 3,845411
$ 4,155,993 $ 4324.07!_ § 4438918 3_4,221!6-9_2 $ 3,002.632
$ 208000 S 208000 % 146000 § 155000 % 399260
421 57 310945 @7.067) 310,533 407 581
(252,489) {201.018) {138,505) {83,058) (85,214)
5 4191 5 319927 3 (04T) 8 38647 § 20927
31,278,007 2,960,080 3000552 _ 2814077 _ 2093150
$ 3715198 % 3278007 5 2960080  § 3,000,552 £ 2,514,077
3 440,795 5 1,44606¢ 5 1478838 $ 122,140 § 1,378,555



FHOWEER LIBRARY SYSTEM
Schedule of Net Pention Liability

For ¢ Year Ended Decenber 31 2013 2012 2011 2010 2008 2008
Total Pension Lisbility § 4355903 % 47407 5 4438018 3 4221652 8 190612 5 1mS4H
Flan fiducinry net posion 3,715,198 3278007 2960080 3,000,552 2,614,077 2093150
Netpeozion liablity (aeset) S A0ps 3 IME0S S LATBER g A2 3 135§ 12

Plan fiduciery net position as b pereantage of'the 1otal pension Lability 9500 69,3536 56.68% 71.07% £547T9% 5443%
Covered-sirployves Payoll NiA NiA N/A WA WA 357188
Wet pension Jabidlity (avcer) a3 a petcentupr of covened-employes pryroll NA NA Hia NFA N/A D54

Mate; Information iz not provided foryears priorto 2008 due to it not lwing wveilable, Coy ered-ermployes payroll B not provited after 2008 since the Plan was Bozzn
Lecember 31, 2008 and paricipants ne longer accrue sdditionil bensfits,

The humbers shown & as ot plin yoarend. The nupbers would be diRrent iFshown 83 of June 30.
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FIONEER LIBRARY SYSTEM
Schedule of Pension Contributions

Foor thi Yexr Endad Decomber 11 00 Fl7#] 1011 2000 1080 2008 207 pi] 2008 084

A lly determiand cor tribuli §OTMEm 3 WA § MM 5 1658 5 oM S W[OS & e s 20036 F 99350 3 XYy
Coviebitions fa robtian 30 the peteasislly determied sondoatbon 230 HR00 1,003 139500 159080 242 384 216315 203,564 114,500 220000
Cortibethon deficienday (mmess) IR (O3t & 3985 & 46t 3 SEN 5 BiM 3 733 S GEm §  gam {203
Cavaned-2napio yes Pay noll N NiA MA NiA NA 3,33710 15809 138,410 2,160,580 202,30
Contibitio: s 03 a pere antage of covered-employee paytofl N NA Ria NfA WA B.A%H, 584 B51% 1500 108335

Nole Coveentsomplyed poyrallis aot prcvided siace the L lin wins fozes Deoember 21, 2008 and partici #0 loogar accrun addicions | baefis,
The nupbers shown are e of the plox yasrend, The nomitens would by diTerend Pehawn 23 of Fane 39,
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FIONEER LIBRARY SYSTEM
Schedule of Investment Returns

Fortie Yeur Sded December 31 2013 012 i 2030 2009 2008 2007 2006 2085 2004

Ammomlmoney-seighted e of etum, et of isvestoral openaes ISR 1U04%  DAG%  I229%  BOSIK AN TI0% 107B% 6AI%  J090%

Hots: Tha nusbers shows ara as ofthe plen yemr and The numbers would be diffront Fekows a2 aFFrae 20
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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
PERFORMFD IN ACCORDANCE WI'TH GOVERMMENT AUDITING STANDARDS

September 25, 2014
To the Board of Trustees of
Pioneer Library System
Morman, Oklahona

We have audited, in accordance with the anditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Stunderds issued by the Comptroller
General of the United Siates, the financial statements of the governmental activitics, the apgregate discretely presented
component unit, each major find and the fiduciary fund type of Pioneer Library System {Libtary), 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 thercon dated September 25, 2014,

Internal Control Over Financial Reporting

In planning and performing our sudit of the financial statements, we considered the Library’s intemal control
over financial reporting (internal conttol) to determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinions on the financial statements, butnot for the purpose ofex pressing an opinion un
the effectiveness of the Library®s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Library’s internal control,

A deficiency in infernal 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, misstatements
on a timely basis. A miateriul weakness is a deficiency, or a combination of deficiencies, in internal conirol, such that
there is a reasonable possibilily that a materiai misstalement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis. A significant deficiency is a deficiency, ora 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.

Our 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 cur avdit we did not identify any deficiencies in internal contral that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Library’s financial staiements are free from
malerial missiatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grent agreements, noncompliance with which could have a direct and materiat effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not exprass such an opinion. The results of our tests disclosed no instances of
nencompliance or othicr marters that are required to be reported under Government Auditing Standards.

MEMBER ©OF
OKLAHOMA SOCIETY OF CERTIFIED
PUBLIC ACCOUNTANTS
4 AMERICAN INSTITUTE OF s x "
— 3 CERTIFIED PUBLIC ACCCUITANTS principa|a liance
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To the Board of Trustees of
Pioneer Library System
September 25, 2014

Purpose of this Report

I'he purpose of this report is solely to describe the scope of our 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 contro! or on
compliance. This report is an infegral part of an audit performed in accordance with Govervment Auditing Standards in
considering the entity’s internal control and eompliance. Accordingly, this communication is not suitable for any other
purpose,

GRAY, BLODGETT & COMPANY, PLLC

i
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