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INDEPENDENT AUDITOR’S REPORT
July 20, 2016

Reuben McMillan Free Library Association
Mahoning County

305 Wick Avenue

Youngstown, Ohio 44503

To the Board of Trustees:
Report on the Financial Statements

We have audited the accompanying modified cash-basis financial statements of the governmental
activities, each major fund and the aggregate remaining fund information of the Reuben McMillan Free
Library Association, Mahoning County, (the Library) as of and for the years ended December 31, 2015
and 2014, and the related notes to the financial statements, which collectively comprise the Library’'s
basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for preparing and fairly presenting these financial statements in accordance
with the modified cash accounting basis Note 2 describes. This responsibility includes determining that
the modified cash accounting basis is acceptable for the circumstances. Management is also responsible
for designing, implementing and maintaining internal control relevant to preparing and fairly presenting
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financial statements based on our audit. We audited in accordance
with auditing standards generally accepted in the United States of America and the financial audit
standards in the Comptroller General of the United States’ Government Auditing Standards. Those
standards require us to plan and perform the audit to reasonably assure the financial statements are free
from material misstatement.

An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures
selected depend on our judgment, including assessing the risks of material financial statement
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control
relevant to the Library's preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not to the extent needed to opine on the
effectiveness of the Library's internal control. Accordingly, we express no opinion. An audit also includes
evaluating the appropriateness of management’'s accounting policies and the reasonableness of their
significant accounting estimates, as well as our evaluation of the overall financial statement presentation.

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.

...“bringing more to the table”
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Opinion

In our opinion, the financial statement referred to above present fairly, in all material respects, the
respective modified cash financial position of the governmental activities, each major fund and the
aggregate remaining fund information of Reuben McMillan Free Library Association, Mahoning County,
Ohio, as of December 31, 2015 and 2014, and the respective changes in modified cash financial position
and the budgetary comparison for the General Fund thereof for the years then ended in accordance with
the accounting basis described in Note 2.

Accounting Basis

We draw attention to Note 2 of the financial statements, which describes the accounting basis. The
financial statements are prepared on the modified cash basis of accounting, which differs from generally
accepted accounting principles. We did not modify our opinion regarding this matter.

Other Matters
Other Information

We applied no procedures to Management's Discussion & Analysis as listed in the table of contents.
Accordingly, we express no opinion or any other assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 20, 2016,
on our consideration of the Library’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. That report describes the scope of our internal control testing over financial reporting and
compliance, and the results of that testing, and does not opine on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Library’s internal control over financial reporting and compliance.

ﬁ%/W%/ AC

Perry and Associates
Certified Public Accountants, A.C.
Marietta, Ohio



Reuben McMillan Free Library Association
Management’s Discussion and Analysis
For the Years Ended December 31, 2015 and 2014
Unaudited

This discussion and analysis of the Reuben McMillan Free Library Association’s (the Library) financial
performance provides an overview of the Library’s financial activities for the years ended December
31, 2015 and 2014 within the limitations of the Library’'s modified cash basis accounting. Readers
should also review the basic financial statements and notes to enhance their understanding of the
Library’'s financial performance.

Financial Highlights

Key financial highlights are as follows:

>

In 2015, net position of governmental activities increased $1,626,587 or 5 percent while in
2014 the net position increased $4,683,636 or 16 percent. So that the Library may continue its
long history of being debt free it follows a practice of saving for capital projects. As such, these
monies are targeted to be used to carry out major capital projects as identified in long range
strategic facility timelines. Projects completed in 2015 include the new Canfield Branch Library
and a large portion of a major renovation of the interior of the Boardman Branch Library.
Upcoming projects include a new facility that will replace the existing West Branch Library
which will also house the Community Outreach/Pop-Up Library Services. The new building will
be known as the Michael Kusalaba Branch Library with ground breaking scheduled for late
summer of 2016. Also during 2016 a site selection process will begin to identify a location for a
branch that would serve to replace and consolidate the aged Brownlee/Struthers/Campbell
Branches. The long range plan also addresses a need for a major renovation of the Main
Branch.

During 2015 the Library received a donation pledge of $1.68 million from the Youngstown
Foundation on behalf of The Michael Kusalaba Fund. The donation was specified for a library
on the west side of Youngstown and will be named in his memory. The donation represented
the largest grant ever awarded in the 97-year history of the Foundation. The pledge will be
distributed to the Library over a five-year period commencing in 2016.

The Library’s general receipts consist primarily of the Public Library Fund (PLF) and other
intergovernmental and property taxes.

e Receipts from the PLF were $8,166,189 for 2015 or 42 percent of total receipts for the
year and for 2014 were $7,426,065 equating to 40 percent of the total receipts for
2014. The PLF receipts for 2014 and the first six months of 2015 were set at 1.66%
of state general revenue fund (GRF) tax revenue less amounts to fund the Library for
the Blind and the OPLIN Technology Fund. Beginning with July of 2015 and going
through June of 2016 this percentage was temporarily increased to 1.7%. Also
affecting the PLF is the continuing over haul of the taxing structure in Ohio the impact
of which is still unfolding. This will be pertinent to the PLF receipts given it is a based
upon state GRF tax receipts.

e The Library received property tax receipts from a 1.8 mill and 1 mill levy. For 2015 the
amount received from these was $9,407,729 or 49 percent of total receipts while for
2014 levy proceeds were $9,247,731 or 50 percent of the total receipts.

The Library has two labor unions. The contract with the Clerical/Maintenance/Technical
Service Employees International District 1199 covers the period of May 1, 2013 through April
30, 2016 while the contract with Public Librarians Association of Youngstown Service
Employees International Union District 1199 is effective from October 1, 2013 through March
31, 2016.
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Using the Basic Financial Statements

This annual report is presented in a format consistent with the presentation requirements of
Governmental Accounting Standards Statement No. 34 as applicable to the Library’s modified cash
basis of accounting.

Report Components

The Statement of Net Position and the Statement of Activities provide information about the cash
activities of the Library as a whole.

Fund financial statements provide a greater level of detail. Funds are created and maintained on the
financial records of the Library as a way to segregate money whose use is restricted to a particular
specified purpose. These statements present financial information by fund, presenting funds with the
largest balances or most activity in separate columns.

The notes to the financial statements are an integral part of the government-wide and fund financial
statements and provide expanded explanation and detail regarding the information reported in the
statements.

Basis of Accounting

The basis of accounting is a set of guidelines that determine when financial events are recorded. The
Library has elected to present its financial statements on a modified cash basis of accounting per the
Auditor of State Bulletin 2005-002 and GASB Statement No. 34. This basis of accounting is a basis of
accounting other than generally accepted accounting principles. Under the Library’s modified cash
basis of accounting, receipts and disbursements are recorded when cash is received or paid.

As a result of using the modified cash basis of accounting, certain assets and their related revenues
(such as accounts receivable) and certain liabilities and their related expenses (such as accounts
payable) are not recorded in the financial statements. Therefore, when reviewing the financial
information and discussion within this report, the reader must keep in mind the limitations resulting
from the use of the modified cash basis of accounting.

Reporting the Library as a Whole

The Statement of Net Position and the Statement of Activities reflect how the Library did financially
during 2015 and 2014, within the limitations of modified cash basis accounting. The Statement of Net
Position presents the cash balances and investments of the governmental activities of the Library at
year end. The Statement of Activities compares cash disbursements with program receipts for each
governmental program. Program receipts include charges paid by the recipient of the program’s
goods or services and grants and contributions restricted to meeting the operational or capital
requirements of a particular program. General receipts are all receipts not classified as program
receipts. The comparison of cash disbursements with program receipts identifies how each
governmental function draws from the Library’s general receipts.

These statements report the Library’s cash position and the changes in cash positions. Keeping in
mind the limitations of the modified cash basis of accounting, you can think of these changes as one
way to measure the Library’s financial health. Over time, increases or decreases in the Library’s cash
position is one indicator of whether the Library’s financial health is improving or deteriorating. When
evaluating the Library’s financial condition, you should also consider other nonfinancial factors as well
such as the Library’s property tax base, the condition of the Library’s capital assets and infrastructure,
the extent of the Library’s debt obligations, the reliance on non-financial resources for operations and
the need for continued growth in the major local revenue sources such as property tax and PLF.



Reuben McMillan Free Library Association
Management’s Discussion and Analysis
For the Years Ended December 31, 2015 and 2014
Unaudited

The Statement of Net Position and the Statement of Activities are comprised of governmental activities
only:
Governmental activities - All of the Library’s basic services are reported here. PLF support
and property taxes finance most of these activities. Benefits provided through governmental

activities are not necessarily paid for by the people receiving them.

Reporting the Library’s Most Significant Funds

Fund financial statements provide detailed information about the Library’s major funds — not the
Library as a whole. The Library establishes separate funds to better manage its many activities and to
help demonstrate that money is restricted as to how it may be used, and is being spent for the
intended purpose. The funds of the Library are classified as governmental funds. The governmental
fund financial statements provide a detailed view of the Library’s governmental operations and the
basic services it provides. Governmental fund information helps determine whether there are more or
less financial resources that can be spent to finance the Library’s programs. The Library’s significant
governmental funds are presented on the financial statements in separate columns. The information
for nonmajor funds (funds whose activity or balances are not large enough to warrant separate
reporting) is combined and presented in total in a single column. The Library’s major governmental
funds are the General Fund and Capital Projects Funds. The programs reported in governmental
funds are closely related to those reported in the governmental activities section of the entity-wide
statements.
The Library as a Whole

Table 1 provides a summary of the Library’s net position for 2015 compared to 2014 and 2014
compared to 2013 on a modified cash basis:

(Table 1)
Net Position

Governmental Activities

2015 2014 2013

Assets

Cash and Cash Equivalents $ 11,995,150 $ 13,589,145 $ 9,208,520
Investments 23,282,957 20,062,375 19,759,364
Total Assets $ 35,278,107 $ 33,651,520 $28,967,884
Net Position

Unrestricted $ 35,278,107 $ 33,651,520 $28,967,884
Total Net Position $ 35,278,107 $ 33,651,520 $28,967,884

As mentioned previously, in 2015 net cash position increased $1,626,587 or 5 percent while in 2014
the net position increased $4,683,636 or 16 percent. The Building and Repair Funds are earmarked
to assist in financing capital projects identified in the Library’s Strategic plan which include:

» A major renovation to the Main Branch facility that saw its last renovation 20 years ago.

» A new branch and service model to replace the existing West Branch Library.
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» Addressing issues with three of the urban area branches, the newest of which was built in
1977.

Table 2 reflects the change in net position in 2015 and 2014. A comparative analysis of government-
wide data has been presented for 2015 compared to 2014 and 2014 compared to 2013.

(Table 2)
Changes in Net Position
Governmental Governmental Governmental
Activities for Activities for Activities for
2015 2014 2013
Receipts:
Program Receipts:
Charges for Services and Sales $ 237,866 $ 260,712 $ 256,474
Operating Grants and Contributions - - 17,396
Capital Grants and Contributions 164,149 159,955 25,661
Total Program Receipts 402,015 420,667 299,531
General Receipts:
Property and Other Local Taxes 9,407,729 9,247,731 9,199,333
Public Library Fund 8,166,189 7,426,065 7,573,141
Grants and Entitlements not Restricted to
Specific Programs 1,427,672 1,444,833 1,436,774
Earnings on Investments 168,158 110,132 94,078
Miscellaneous 116,559 177,593 103,854
Total General Receipts 19,286,307 18,406,354 18,407,180
Total Receipts $ 19,688,322 $ 18,827,021 $ 18,706,711
Disbursements:
Library Services:
Public Services and Programs 6,652,411 6,548,408 6,275,694
Collection Development and Processing 2,439,759 2,431,059 2,282,769
Support Services:
Facilities Operation and Maintenance 1,988,761 1,830,262 1,842,978
Information Services 371,845 376,921 267,738
Business Administration 1,697,439 1,689,586 1,625,540
Capital Outlay 4,911,520 1,267,149 1,992,818
Total Disbursements 18,061,735 14,143,385 14,287,537
Increase/(Decrease) in Net Position 1,626,587 4,683,636 4,419,174
Net Position, Beginning of Year 33,651,520 28,967,884 24,548,710
Net Position, End of Year $ 35,278,107 $ 33,651,520 $ 28,967,884

Program receipts account for 2 percent of the total receipts for the Library in years one and two and
less than 2 percent in year three. The property tax valuations for Mahoning County experienced some
growth resulting in higher collections in 2015 and 2014 as compared to 2013 for both the Property and
Other Local Taxes Receipts and the Grants and Entitlements — two of the larger revenue streams for
the Library that are approximately 55 percent of total revenue for 2015 and 57 percent for 2014 and
2013. The next largest revenue item - Public Library Fund amounted to 41 percent of total revenue for
2015 and 39 and 40 percent for 2014 and 2013.

Disbursements for 2015 were increased over 2014 and 2013 due primarily to capital outlay for the
Boardman Branch interior renovations and the new Canfield Branch building which was completed in
2015.
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Governmental Activities

If you look at the Statement of Activities for 2015 and 2014, you will see the first column lists the major
services provided by the Library. The next column identifies the costs of providing these services. In
2015, the major program disbhursements for governmental activities are for Public Service and
Programs, Collection Development and Processing, Capital Outlay and Facilities Operations and
Maintenance and Business Administration which account for 43.9 percent, 16 percent, 13.9 percent,
12.9 percent and 11.4 percent respectively for 2015 and 46.9 percent, 16 percent 9.1 percent, 14
percent and 11.8 percent respectively for 2014. The next column on the Statement entitled Program
Cash Receipts indentify amounts paid by people who are directly charged for the service. The Net
(Disbursements) Receipts column compares the program receipts to the cost of the service. This “net
cost” amount represents the cost of the service, which ends up being paid from money provided by
local taxpayers. These net costs are paid from general receipts, which are presented at the bottom of
the Statement. A comparison between the total cost of services and the net cost is presented in Table
3.

(Table 3)
Governmental Activities
Total Cost of Services Net Cost of Services
2015 2014 2013 2015 2014 2013

Library Services:

Public Services and Programs ($6,652,411) ($6,548,408) ($6,275,694) ($6,414,545) ($6,287,696) ($6,001,824)

Collection Development and Processing (2,439,759) (2,431,059) (2,282,769) (2,439,759) (2,431,059) (2,282,769)
Support Services:

Faciliies Operation and M aintenance (1,988,761) (1,830,262) (1,842,978) (1,988,761) (1,830,262) (1,842,978)

Information Services (371,845) (376,921) (267,738) (371,845) (376,921) (267,738)

Business Administraion (1,697,439) (1,689,586) (1,625,540) (1,697,439) (1,689,586) (1,625,540)
Capital Outlay (4,911,520) (1,267,149) (1,992,818) (4,747,371) (1,107,194) (1,967,157
Total Governmental Activities ($18,061,735)  ($14,1437385)  ($14,287,537)  ($17,659,720)  ($13,722,718)  ($13,988,006)

The table above illustrates that over 98 percent of disbursements were supported through tax receipts,
the PLF and other general revenues for 2015, 97 percent for 2014 and 98 percent for 2013.

The Library’s Funds

Total governmental funds had receipts of $19,688,322 and disbursements of $18,061,735 in 2015,
and had receipts of $18,827,021 and disbursements of $14,143,385 in 2014.

General Fund Budgeting Highlights

The Library’s budget is prepared according to Ohio law and is based upon accounting for certain
transactions on a basis of cash receipts, disbursements and encumbrances. The most significant
budgeted fund is the General Fund. During fiscal years 2015 and 2014 the budget was stable.

The General Fund is the chief operating fund of the Library. At the end of 2015, the unassigned fund
balance of the General Fund was $4,445,961 while the total balance in the Fund was $4,883,610. At
the end of 2014, the unassigned balance was $4,295,867 of a total balance in the Fund of $4,619,446.
For 2015, the original budgeted receipts were $18,491,744 while actual receipts were $19,389,549.
For 2014 the original budgeted receipts were $17,956,359 while actual receipts were $18,583,566.
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Capital Assets and Debt Administration

Capital Assets

Acquisitions of property, plant and equipment are recorded as disbursements when paid. Although
the Library does track these items, they are not reflected as assets in the accompanying financial
statements.

Debt

The Library has a long standing practice of saving for capital projects over a period of time and as
such remains debt free.

Current Issues
A major challenge is the uncertainty of the future of state funding along with the real estate
reappraisals that occur every three years. These impact the receipts of PLF and property tax

collections which accounted for about 98 percent of the Library’s revenue stream for 2015.

The Library has a 2.4 mill levy that was approved by the voters in 2014 and which will remain in effect
until calendar year 2019 (collection year 2020).

The “My Library 2020” strategic plan was approved by the board of trustees in 2014 and has helped to
provide clarity for facilities plans and flows from prior plans and that incorporated community input.
The Library will continue to move forward with initiatives to bring the plans to life.

Contacting the Library’s Financial Management

The financial report is designed to provide our citizens and taxpayers with a general overview of the
Library’s finances and to reflect the Library’s accountability for the monies it receives. Questions
concerning any of the information in this report or requests for additional information should be
directed to Susan Merriman, Chief Fiscal Officer, The Reuben McMillan Free Library Association (also
known as The Public Library of Youngstown and Mahoning County), 305 Wick Avenue, Youngstown,
Ohio 44503.



Reuben McMillan Free Library Association
Mahoning County
Statement of Net Position - Modified Cash Basis
December 31, 2015

Governmental
Activities

Assets

Equity in Pooled Cash and

Cash Equivalents $ 11,995,150

Investments 23,282,957
Total Assets 35,278,107
Net Position
Unrestricted 35,278,107
Total Net Position $ 35,278,107

See accompanying notes to the basic financial statements.



Reuben McMillan Free Library Association

Mahoning County

Statement of Activities - Modified Cash Basis
For the Year Ended December 31, 2015

Governmental Activities
Current:
Public Services and Programs
Collection Development and Processing
Support Services:
Facilities Operation and Maintenance
Information Services
Business Administration
Capital Outlay

Total Governmental Activities

Program Cash Receipts

Net (Disbursements)
Receipts and Changes
in Net Position

Charges
Cash for Services Capital Grants Governmental
Disbursements and Sales and Contributions Activities
$ 6,652,411 $ 237,866 $ - $ (6,414,545)
2,439,759 - - (2,439,759)
1,988,761 - - (1,988,761)
371,845 - - (371,845)
1,697,439 - - (1,697,439)
4,911,520 - 164,149 (4,747,371)
$ 18,061,735 $ 237,866 $ 164,149 (17,659,720)

See accompanying notes to the basic financial statements.

General Receipts

Property Taxes Levied for General Purposes

Public Library Fund

Grants/Entitlements not Restricted to Specific Programs
Earnings on Investments

Miscellaneous

Total General Receipts

Change in Net Position

Net Position Beginning of Year

Net Position End of Year

10

9,407,729
8,166,189
1,427,672
168,158
116,559

19,286,307

1,626,587

33,651,520

$ 35,278,107




Reuben McMillan Free Library Association
Mahoning County
Statement of Assets and Fund Balances - Modified Cash Basis
Governmental Funds
December 31, 2015

Total
Building & Technology Governmental
General Repair Fund Development Fund Funds
Assets
Equity in Pooled Cash and Cash Equivalents  $ 3,578,530 $ 8,036,478 $ 380,142 $ 11,995,150
Investments 1,305,080 21,575,938 401,939 23,282,957
Total Assets $ 4,883,610 $ 29,612,416 $ 782,081 $ 35,278,107
Fund Balances
Committed $ - $ 548,816 $ - $ 548,816
Assigned 437,649 29,063,600 782,081 30,283,330
Unassigned 4,445,961 - - 4,445,961
Total Fund Balances $ 4,883,610 $ 29,612,416 $ 782,081 $ 35,278,107

See accompanying notes to the basic financial statements.

11



Reuben McMillan Free Library Association

Mahoning County
Statement of Receipts, Disbursements and Changes in Fund Balances - Modified Cash Basis
Governmental Funds

For the Year Ended December 31, 2015

Receipts

Property and Other Local Taxes
Public Library

Intergovernmental

Patron Fines and Fees
Contributions, Gifts and Dontations
Earnings on Investments
Miscellaneous

Total Receipts

Disbursements
Current:
Library Services:
Public Services and Programs
Collection Development and Processing
Support Services:
Facilities Operation and Maintenance
Information Services
Business Administration
Capital Outlay

Total Disbursements
Excess of receipts over (under) disbursements
Other Financing Sources (Uses)
Transfers In
Transfers Out
Total Other Financing Sources (Uses)
Net Change in Fund Balance

Fund Balances Beginning of Year

Fund Balances End of Year

Total
Building & Technology Governmental
General Repair Fund Development Fund Funds
9,407,729 $ - $ - $ 9,407,729
8,166,189 - - 8,166,189
1,427,672 - - 1,427,672
237,866 - - 237,866
- 164,149 - 164,149
33,534 134,513 111 168,158
116,559 - - 116,559
19,389,549 298,662 111 19,688,322
6,652,411 - - 6,652,411
2,439,759 - - 2,439,759
1,988,761 - - 1,988,761
371,845 - - 371,845
1,685,778 11,409 252 1,697,439
8,681 4,706,847 195,992 4,911,520
13,147,235 4,718,256 196,244 18,061,735
6,242,314 (4,419,594) (196,133) 1,626,587
- 5,758,150 220,000 5,978,150
(5,978,150) - - (5,978,150)
(5,978,150) 5,758,150 220,000 -
264,164 1,338,556 23,867 1,626,587
4,619,446 28,273,860 758,214 33,651,520
4,883,610 $ 29,612,416 $ 782,081 $ 35,278,107

See accompanying notes to the basic financial statements.
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Reuben McMillan Free Library Association
Mahoning County
Statement of Receipts, Disbursements and Changes
In Fund Balance - Budget and Actual - Budget Basis
General Fund
For the Year Ended December 31, 2015

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
Receipts
Property and Other Local Taxes $ 9,263,497 $ 9,407,729 $ 9,407,729 $ -
Public Library 7,468,379 8,166,189 8,166,189 -
Intergovernmental 1,407,200 1,427,672 1,427,672 -
Patron Fines and Fees 251,811 237,866 237,866 -
Earnings on Investments 26,000 33,534 33,534 -
Miscellaneous 74,857 116,559 116,559 -
Total Receipts 18,491,744 19,389,549 19,389,549 -
Disbursements
Current:

Library Services:

Public Services and Programs 7,322,019 6,700,450 6,698,347 2,103
Collection Development and Processing 2,926,749 2,715,764 2,673,701 42,063

Support Services:

Facilities Operation and Maintenance 2,230,664 2,113,771 2,092,092 21,679
Information Services 425,067 404,306 404,239 67
Business Administration 1,993,613 1,718,529 1,707,825 10,704

Capital Outlay 115,000 8,685 8,681 4
Total Disbursements 15,013,112 13,661,505 13,584,885 76,620
Excess of Receipts Over (Under) Disbursements 3,478,632 5,728,044 5,804,664 76,620
Other Financing Sources (Uses)

Transfers Out (5,798,150) (5,978,150) (5,978,150) -
Total Other Financing Sources (Uses) (5,798,150) (5,978,150) (5,978,150) -
Net Change in Fund Balance (2,319,518) (250,106) (173,486) 76,620
Unencumbered Fund Balance at Beginning of Year 822,402 822,402 822,402 -
Prior Year Encumbrances Appropriated 252,918 252,918 252,918 -
Unencumbered Fund Balance at End of Year $  (1,244,198) $ 825,214 $ 901,834 $ 76,620

See accompanying notes to the basic financial statements.
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Reuben McMillan Free Library Association
Mahoning County
Statement of Net Position - Modified Cash Basis
December 31, 2014

Governmental
Activities

Assets

Equity in Pooled Cash and

Cash Equivalents $ 13,589,145

Investments 20,062,375
Total Assets 33,651,520
Net Position
Unrestricted 33,651,520
Total Net Position $ 33,651,520

See accompanying notes to the basic financial statements.
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Reuben McMillan Free Library Association

Mahoning County

Statement of Activities - Modified Cash Basis
For the Year Ended December 31, 2014

Governmental Activities
Current:
Public Services and Programs
Collection Development and Processing
Support Services:
Facilities Operation and Maintenance
Information Services
Business Administration
Capital Outlay

Total Governmental Activities

Program Cash Receipts

Net (Disbursements)
Receipts and Changes
in Net Position

Charges
Cash for Services Capital Grants Governmental
Disbursements and Sales and Contributions Activities
$ 6,548,408 $ 260,712 $ - $ (6,287,696)
2,431,059 - - (2,431,059)
1,830,262 - - (1,830,262)
376,921 - - (376,921)
1,689,586 - - (1,689,586)
1,267,149 - 159,955 (1,107,194)
$ 14,143,385 $ 260,712 $ 159,955 (13,722,718)

See accompanying notes to the basic financial statements.

General Receipts

Property Taxes Levied for General Purposes

Public Library Fund

Grants/Entitlements not Restricted to Specific Programs
Earnings on Investments

Miscellaneous

Total General Receipts

Change in net position

Net Position Beginning of Year

Net Position End of Year

15

9,247,731
7,426,065
1,444,833
110,132
177,593

18,406,354

4,683,636

28,967,884

$ 33,651,520




Reuben McMillan Free Library Association
Mahoning County
Statement of Assets and Fund Balances - Modified Cash Basis
Governmental Funds
December 31, 2014

Total
Building & Technology Governmental
General Repair Fund Development Fund Funds
Assets
Equity in Pooled Cash and Cash Equivalents  $ 3,367,647 $ 9,740,352 $ 481,146 $ 13,589,145
Investments 1,251,799 18,533,508 277,068 20,062,375
Total Assets $ 4,619,446 $ 28,273,860 $ 758,214 $ 33,651,520
Fund Balances
Committed $ - $ 3,883,592 $ - $ 3,883,592
Assigned 323,579 24,390,268 758,214 25,472,061
Unassigned 4,295,867 - - 4,295,867
Total Fund Balances $ 4,619,446 $ 28,273,860 $ 758,214 $ 33,651,520

See accompanying notes to the basic financial statements.
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Reuben McMillan Free Library Association

Mahoning County
Statement of Receipts, Disbursements and Changes in Fund Balances - Modified Cash Basis
Governmental Funds

For the Year Ended December 31, 2014

Receipts

Property and Other Local Taxes
Public Library

Intergovernmental

Patron Fines and Fees
Contributions, Gifts and Dontations
Earnings on Investments
Miscellaneous

Total Receipts

Disbursements
Current:
Library Services:
Public Services and Programs
Collection Development and Processing
Support Services:
Facilities Operation and Maintenance
Information Services
Business Administration
Capital Outlay

Total Disbursements
Excess of Receipts Over (Under) Disbursements
Other Financing Sources (Uses)
Transfers In
Transfers Out
Total Other Financing Sources (Uses)
Net Change in Fund Balance

Fund Balances Beginning of Year

Fund Balances End of Year

Total
Building & Technology Governmental
General Repair Fund Development Fund Funds
9,247,731 $ - $ - $ 9,247,731
7,426,065 - - 7,426,065
1,444,833 - - 1,444,833
260,712 - - 260,712
- 159,955 - 159,955
26,632 82,335 1,165 110,132
177,593 - - 177,593
18,583,566 242,290 1,165 18,827,021
6,548,408 - - 6,548,408
2,431,059 - - 2,431,059
1,830,262 - - 1,830,262
376,921 - - 376,921
1,677,917 11,423 246 1,689,586
76,788 1,057,703 132,658 1,267,149
12,941,355 1,069,126 132,904 14,143,385
5,642,211 (826,836) (131,739) 4,683,636
- 4,502,000 250,000 4,752,000
(4,752,000) - - (4,752,000)
(4,752,000) 4,502,000 250,000 -
890,211 3,675,164 118,261 4,683,636
3,729,235 24,598,696 639,953 28,967,884
4,619,446 $ 28,273,860 $ 758,214 $ 33,651,520

See accompanying notes to the basic financial statements.
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Reuben McMillan Free Library Association
Mahoning County
Statement of Receipts, Disbursements and Changes
In Fund Balance - Budget and Actual - Budget Basis
General Fund
For the Year Ended December 31, 2014

Receipts

Property and Other Local Taxes
Public Library
Intergovernmental

Patron Fines and Fees
Earnings on Investments
Miscellaneous

Total Receipts
Disbursements

Current:
Library Services:

Public Services and Programs
Collection Development and Processing

Support Services:

Facilities Operation and Maintenance

Information Services
Business Administration
Capital Outlay

Total Disbursements

Excess of Receipts Over (Under) Disbursements

Other financing sources (uses)
Transfers Out

Total Other Financing Sources (Uses)

Net Change in Fund Balance

Unencumbered Fund Balance at Beginning of Year
Prior Year Encumbrances Appropriated

Unencumbered Fund Balance at End of Year

Variance with

Budgeted Amounts Final Budget
Positive

Original Final Actual (Negative)
$ 9,142,013 $ 9,247,731 $ 9,247,731 $ -
7,050,896 7,426,065 7,426,065 -
1,429,276 1,444,833 1,444,833 -
252,550 260,712 260,712 -
11,000 26,632 26,632 -
70,624 177,593 177,593 -
17,956,359 18,583,566 18,583,566 -
6,914,671 6,568,715 6,557,965 10,750
3,021,938 2,588,276 2,558,622 29,654
2,242,455 1,965,869 1,936,470 29,399
341,254 411,191 407,655 3,536
1,932,063 1,743,999 1,727,434 16,565
128,792 76,792 76,788 4
14,581,173 13,354,842 13,264,934 89,908
3,375,186 5,228,724 5,318,632 89,908
(4,752,000) (4,752,000) (4,752,000) -
(4,752,000) (4,752,000) (4,752,000) -
(1,376,814) 476,724 566,632 89,908
822,402 822,402 822,402 -
468,431 468,431 468,431 -
$ (85,981) $ 1,767,557 $ 1,857,465 $ 89,908

See accompanying notes to the basic financial statements.
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REUBEN MCMILLAN FREE LIBRARY ASSOCIATION
MAHONING COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE 1 - DESCRIPTION OF THE LIBRARY AND REPORTING ENTITY

The constitution and laws of the State of Ohio establish the rights and privileges of the Reuben McMillan
Free Library Association, Mahoning County, (the Library) as a body corporate and politic. The Library
appoints a fifteen-member Board of Trustees to govern the Library. Fifteen Trustees shall be elected by
the Trustees, and shall serve three year terms with five being elected at each annual meeting. The Library
provides the community with various educational and literary resources.

Reuben McMillan Free Library Association is a not-for-profit corporation which adopted its articles of
incorporation in accordance with Ohio Revised Code Section 1713.28. The Library is funded primarily with
public monies to provide free library services to the citizens of Mahoning County.

The Library was established October 27, 1880, under the name “The Youngstown Library Association” and
officially changed its legal name in 1898 to “The Reuben McMillan Free Library Association”. The Library
is also known as “The Public Library of Youngstown & Mahoning County”.

Corporate Account

The Reuben McMillan Free Library Association maintains an account designated as the Library Foundation
Account which contains private monies donated to the Library which are not public funds and which are not
included on these financial statements. The account is subject to a separate audit and the audit report may
be obtained from the Chief Fiscal Officer of the Library.

The Library’s management believes these financial statements present all activities for which the Library is
financially accountable.

Component units are legally separate organizations for which the Library is financially accountable. The
Library is financially accountable for an organization if the Library appoints a voting majority of the
organization’s governing board and (1) the Library is able to significantly influence the programs or services
performed or provided by the organization; or (2) the Library is legally entitled to or can otherwise access
the organization’s resources; or the Library is legally obligated or has otherwise assumed the responsibility
to finance deficits of or provide financial support to the organization; or the Library is obligated for the debt
of the organization. Component units may also include organizations for which the Library approves the
budget, the issuance of debt, or the levying of taxes. The Library has no component units.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

As discussed further below, the financial statements of the Library have been prepared on a modified cash
basis of accounting. The modified cash basis of accounting differs from accounting principles generally
accepted in the United States of America (GAAP). Generally accepted accounting principles include all
relevant Governmental Accounting Standards Board (GASB) pronouncements, which have been applied
to the extent they are applicable to the modified cash basis of accounting. The Library’s most significant
accounting principles are described below.

Basis of Presentation

The Library’s basic financial statements consist of government-wide financial statements, including a
Statement of Net Position and a Statement of Activities, and fund financial statements, which provide a
more detailed level of financial information.

19



REUBEN MCMILLAN FREE LIBRARY ASSOCIATION
MAHONING COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation (Continued)

Government-Wide Financial Statements — The Statement of Net Position and the Statement of Activities
display information about the Library as a whole. These statements distinguish between activities that are
governmental and those that are considered business-type activities. The Library had no business-type
activities during the year ended December 31, 2015 and 2014.

The Statement of Net Position presents the cash and investment balances of the governmental activities
of the Library at year-end. The Statement of Activities presents a comparison between direct
disbursements and program receipts for each program or function of the Library’s governmental activities.
Disbursements are reported by function. A function is a group of related activities designed to accomplish
a major service or regulatory program for which the Library is responsible. Program receipts include
charges paid by the recipient of the program’s goods or services, grants and contributions restricted to
meeting the operational or capital requirements of a particular program, and receipts of interest earned on
grants that are required to be used to support a particular program. General receipts are all receipts not
classified as program receipts, with certain limited exceptions. The comparison of direct disbursements
with program receipts identifies the extent to which each governmental function is self-financing on a
modified cash basis or draws from the Library’s general receipts.

Fund Financial Statements — During the year, the Library segregates transactions related to certain Library
functions or activities in separate funds in order to aid financial management and to demonstrate legal
compliance.

Fund financial statements are designed to present financial information of the Library at this more detailed
level. The focus of governmental fund financial statements is on major funds. Each major fund is presented
in a separate column. Non-major funds are aggregated and presented in a single column.

The Library’s financial statements are prepared using the modified cash basis of accounting. Except for
modifications having substantial support, receipts are recorded in the Library’s financial records and
reported in the financial statements when cash is received rather than when earned, and disbursements
are recorded when cash is paid rather than when a liability is incurred.

As a result of the use of this modified cash basis of accounting, certain assets and their related revenues
(such as accounts receivable and revenue for billed or provided services not yet collected) and certain
liabilities and their related expenses (such as accounts payable and expenses for goods or services
received but not yet paid, and accrued expenses and liabilities) are not recorded in these financial
statements.

Fund Accounting

The Library uses funds to maintain its financial records during the year. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts. The Library’s funds are all classified as
governmental.

Governmental Funds:

Governmental funds are financed primarily from taxes, intergovernmental receipts (e.g. grants), and
other nonexchange transactions. Monies are assigned to the various governmental funds according to
the purposes for which they may or must be used. The following are the Library’s major Governmental
Funds:
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REUBEN MCMILLAN FREE LIBRARY ASSOCIATION
MAHONING COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Accounting (Continued)

General Fund The General Fund reports all financial resources except those required to be
accounted for in another fund.

Building and Repair Fund — This fund received monies from investment earnings, contributions
and miscellaneous income. Proceeds were used for buildings and building improvements.

Technology Development Fund - This fund received monies from investment earnings.
Proceeds were used to purchase technological equipment.

Basis of Accounting

The Library’s financial statements are prepared using the modified cash basis of accounting. Except for
modifications having substantial support, receipts are recorded in the Library's financial records and
reported in the financial statements when cash is received rather than when earned and disbursements are
recorded when cash is paid rather than when a liability is incurred. Any such modifications made by the
Library are described in the appropriate section in this note.

As a result of the use of this modified cash basis of accounting, certain assets and their related revenues
(such as accounts receivable and revenue for billed or provided services not yet collected) and certain
liabilities and their related expenses (such as accounts payable and expenses for goods or services
received but not yet paid, and accrued liabilities and the related expenses) are not recorded in these
financial statements.

Budgetary Process

The Board must annually approve appropriations measures and subsequent amendments. Encumbered
appropriations do not lapse at year end. Budgetary expenditures (that is disbursements and
encumbrances) may not exceed appropriations at the object level of control.

For control purposes, the Library estimates cash receipts for the year. These estimated receipts, together
with the unencumbered carry-over balances from the prior year, set a limit on the amount the Trustees may
appropriate. The estimated receipts may be revised during the year if projected increases or decreases in
receipts are identified by the Chief Fiscal Officer. The amounts reported as the original budgeted amounts
on the budgetary statements reflect the amounts of estimated resources at the time final appropriations
were enacted by the Trustees.

The appropriations resolution is subject to amendment throughout the year with the restriction that
appropriations should not exceed estimated resources. The amounts reported as the original budgeted
amounts reflect the first appropriation ordinance for that fund that covered the entire year, including
amounts automatically carried forward from prior years. The amounts reported as the final budgeted
amounts represent the final appropriation amounts passed by the Trustees during the year.

Cash and Investments

Library records identify the purchase of specific investments by specific funds.

To improve cash management, cash received by the Library is pooled and invested. Individual fund integrity
is maintained through the Library’s records. Interest in the pool is presented as “Equity in Pooled Cash and
Cash Equivalents.” Investments with an original maturity of three months or less at the time they are
purchased and investments of the cash management pool are presented on the financial statements as
cash equivalents. Investments with an initial maturity of more than three months are reported as
investments. The Library followed Ohio statutes for the allocation of interest earnings among the Library’s
funds.
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REUBEN MCMILLAN FREE LIBRARY ASSOCIATION
MAHONING COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and Investments (Continued)

Investments are reported as assets. Accordingly, purchases of investments are not recorded as
disbursements, and sales of investments are not recorded as receipts. Gains or losses at the time of sale
are recorded as receipts or negative receipts, respectively.

Fund Balance

Fund balance is divided into five classifications based primarily on the extent to which the Library is bound
to observe constraints imposed upon the use of the resources in the governmental funds. The
classifications are as follows:

Nonspendable

The nonspendable fund balance category includes amounts that cannot be spent because they are
not in spendable form, or are legally or contractually required to be maintained intact. The “not in
spendable form” criterion includes items that are not expected to be converted to cash.

Restricted

Fund balance is restricted when constraints placed on the use of resources are either externally
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or
regulations of other governments; or is imposed by law through constitutional provisions.

Committed

The committed fund balance classification includes amounts that can be used only for the specific
purposes imposed by formal action (resolution) of Library Trustees. Those committed amounts
cannot be used for any other purpose unless the Library Trustees remove or change the specified
use by taking the same type of action (resolution) it employed to previously commit those amounts.
Committed fund balance also incorporates contractual obligations to the extent that existing
resources in the fund have been specifically committed for use in satisfying those contractual
requirements.

Assigned

Amounts in the assigned fund balance classification are intended to be used by the Library for
specific purposes but do not meet the criteria to be classified as restricted or committed. In
governmental funds other than the general fund, assigned fund balance represents the remaining
amount that is not restricted or committed. In the general fund, assigned amounts represent
intended uses established by the Library Trustees or a Library official delegated that authority by
resolution, or by State Statute.

Unassigned

Unassigned fund balance is the residual classification for the general fund and includes amounts
not contained in the other classifications. In other governmental funds, the unassigned
classification is used only to report a deficit balance.
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REUBEN MCMILLAN FREE LIBRARY ASSOCIATION
MAHONING COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fund Balance (Continued)

The Library applies restricted resources first when expenditures are incurred for purposes for which either
restricted or unrestricted (committed, assigned, and unassigned) amounts are available. Similarly, within
unrestricted fund balance, committed amounts are reduced first followed by assigned, and then unassigned
amounts when expenditures are incurred for purposes for which amounts in any of the unrestricted fund
balance classifications could be used.

Accumulated Leave

In certain circumstances, such as upon leaving employment, employees are entitled to cash payments for
unused leave. Unpaid leave is not reflected as a liability under the modified cash basis of accounting the
Library uses.

Net Position

Net position is reported as restricted when there are limitations imposed on their use either through enabling
legislation or through external restrictions imposed by creditors, grantors, or laws or regulations of other
governments. The Library applies restricted resources first when an obligation is incurred for purposes for
which both restricted and unrestricted net position is available.

Interfund Transactions

Exchange transactions between funds are reported as receipts in the seller funds and as disbursements in
the purchaser funds. Subsidies from one fund to another without a requirement for repayment are reported
as interfund transfers. Intrerfund transfers are reported as other financing sources/uses in governmental
funds. Repayments from funds responsible for particular disbursements to the funds that initially paid for
them are not presented in the financial statements.

Capital Assets

Acquisitions of property, plant and equipment are recorded as disbursements when paid. These items are
not reflected as assets in the accompanying financial statements.

Extraordinary and Special ltems

Extraordinary items are transactions or events that are both unusual in nature and infrequent in occurrence.
The Library had no extraordinary items. Special items are transactions or events that are within the control
of management and are either unusual in nature or infrequent in occurrence. The Library had no special
items.

NOTE 3 - BUDGETARY BASIS OF ACCOUNTING

The budgetary basis as provided by law is based upon accounting for certain transactions on the basis of
cash receipts, disbursements, and encumbrances. The Statement of Receipts, Disbursements and
Changes in Fund Balance — Budget and Actual — Budgetary Basis presented for the General Fund and the
Capital Funds are prepared on the budgetary basis to provide a meaningful comparison of actual results
with the budget. The difference between the budgetary basis and the modified cash basis are that
outstanding year end encumbrances are treated as disbursements (budgetary basis) rather than as
restricted, committed or assigned fund balance (modified cash basis) and outstanding year end advances
are treated as an other financing source or use (budgetary basis) rather than as an interfund
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REUBEN MCMILLAN FREE LIBRARY ASSOCIATION
MAHONING COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE 3 - BUDGETARY BASIS OF ACCOUNTING (Continued)

receivable or payable (modified cash basis). The encumbrances outstanding at year end amounted to
$437,649 for December 31, 2015 and $323,579 for December 31, 2014 for the General Fund. There were
no outstanding advances at year end.

NOTE 4 — DEPOSITS AND INVESTMENTS

State statutes classify monies held by the Library into three categories.

Active deposits are public deposits necessary to meet current demands on the Library treasury. Such
monies must be maintained either as cash in the Library treasury, in commercial accounts payable or
withdrawable on demand, including negotiable order of withdrawal (NOW) accounts, or in money market
deposit accounts.

Inactive deposits are public deposits that the Library has identified as not required for use within the current
five-year period of designation of depositories. Inactive deposits must either be evidenced by deposits
maturing not later than the end of the current period of designation of depositories, or by savings or deposit
accounts including, but not limited to, passbook accounts.

Interim deposits are deposits of interim monies which are not needed for immediate use but which will be
needed before the end of the current period of designation of depositories. Interim deposits must be
evidenced by time certificates of deposit maturing not more than one year from the date of deposit or by
savings or deposit accounts including passbook accounts.

Interim monies may be deposited or invested in the following securities:

1. United States Treasury bill, bonds, notes, or any other obligation or security issued by the United
States Treasury, or any other obligation guaranteed as to principal and interest by the United States;

2. Bonds, notes, debentures, or any other obligation or security issued by any federal government
agency or instrumentality including, but not limited to, the Federal National Mortgage Association,
Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation,
Government National Mortgage Association, and Student Loan Marketing Association. All federal
agency securities shall be direct issuances of federal government agencies or instrumentalities;

3. Written repurchase agreements in the securities listed above provided the market value of the
securities subject to the repurchase agreement must exceed the principal value of the agreement by
at least 2 percent and be marked to market daily, and the term of the agreement must not exceed
thirty days;

4. Bonds and other obligations of the State of Ohio or Ohio local governments;

5. Time certificates of deposit or savings or deposit accounts including, but not limited to, passbook
accounts;

6. No-load money market mutual funds consisting exclusively of obligations described in division (1) or

(2) and repurchase agreements secured by such obligations, provided that investments in securities
described in this division are made only through eligible institutions;
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REUBEN MCMILLAN FREE LIBRARY ASSOCIATION
MAHONING COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE 4 — DEPOSITS AND INVESTMENTS (Continued)

ORC 135.14 prohibits investments in stripped principal or interest obligations, reverse repurchase
agreements and derivatives. The Library Board of Trustees had a policy in place that stated that “The
Library shall invest proceeds from the Mahoning County Public Library Fund in accordance with Ohio
Revised Code Section 135.14". During the audit period there were two US Treasury Stripped securities
that were inadvertently purchased in February of 2014 with one maturing in November of 2014 and the
other maturing in May of 2015 with both realizing a gain. Upon discovery of this oversight the Library
conducted a review with the investing institution that acted to ensure that safeguards were put into place to
prevent further purchases of stripped investments occurring in the Library’s portfolio.

The issuance of taxable notes for the purpose of arbitrage, the use of leverage and short selling are also
prohibited. An investment must mature within five years from the date of purchase unless matched to a
specific obligation or debt of the Library, and must be purchased with the expectation that it will be held to
maturity.

Investments may only be made through specified dealers and institutions. Payment for investments may
be made only upon delivery of the securities representing the investments to the treasurer or qualified
trustee or, if the securities are not represented by a certificate, upon receipt of confirmation of transfer from
the custodian.

Deposits

Custodial Credit Risk Custodial credit risk for deposits is the risk that in the event of bank failure, the
Library will not be able to recover deposits or collateral securities that are in the possession of an outside
party. Protection of the Library’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC)
up to $250,000 per depository agreement, by eligible securities pledged by the financial institution, by surety
company bonds deposited with the financial institution or by a single

collateral pool established by the financial institution. In accordance with Chapter 135 of the Ohio Revised
Code, any public depository pursuant to an award of Library funds shall be required to pledge as security
for repayment of all public monies eligible securities of aggregate market value equal to the required values.

Deposits As of December 31, 2015 and 2014, the carrying amount of the Library’s deposits was
$11,391,584 and $12,893,114 and the bank balance was $12,027,181 and $13,217,803. Of the bank
balance $250,025 was covered by Federal depository insurance, while $11,777,156 and $12,967,778 was
exposed to custodial credit risk because the securities were held by the pledging financial institutions trust
department or agent, but not in the Library’s name.

The Library has no deposit policy for custodial risk beyond the requirements of State statute. Ohio law
requires that deposits be either insured or be protected by eligible securities pledged to and deposited
either with the Library or a qualified trustee by the financial institution as security for repayment, or by a
collateral pool of eligible securities deposited with a qualified trustee and pledged to secure the repayment
of all public monies deposited in the financial institution whose market value at all times shall be at least
one hundred five percent of the deposits being secured.

At year end 2015 and 2014, the Library had $2,325 in undeposited cash on hand, which is included on the
balance sheet of the Library as part of “Equity in Pooled Cash and Cash Equivalents.”

25



REUBEN MCMILLAN FREE LIBRARY ASSOCIATION

MAHONING COUNTY

NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND 2014

NOTE 4 — DEPOSITS AND INVESTMENTS (continued)

Investments

As of December 31, 2015 the Library had the following investments:

2015 Moody
Investment Type Cost Basis % of Total Maturity Rating
N/A - FDIC

Certificates of Deposit/ CDARs $ 5,764,619 24.14% Less than five years insured
Federal Farm Credit Bank 1,004,590 4.21% Less than five years Aaa
Federal Home Loan Bank 2,942,994 12.32% Less than four years Aaa
Federal Home Loan Mortgage Corp 3,251,950 13.62% Less than three years Aaa
Federal National Mortgage Assoc 4,075,388 17.06% Less than four year Aaa
Federated U.S. Treasury Money Market 601,230 2.52% Less than one year Aaa
U.S. Treasury Bill 124,591 0.52% Less than one year Aaa
U.S. Treasury Note 6,118,826 25.62% Less than five years Aaa

$23,884,188 100.00%

As of December 31, 2014 the Library had the following investments:

2014
Investment Type Cost Basis % of Total Maturity Moody Rating
N/A - FDIC
Certificates of Deposit/CDARs $ 751,799 3.62% Less than two years insured
Federal Farm Credit Bank 1,001,860 4.83% Less than one year Aaa
Federal Home Loan Bank 5,003,204  24.10% Less than five years Aaa
Federal Home Loan Mortgage Corp 3,954,687  19.05% Less than three years Aaa
Federal National Mortgage Assoc 5,230,951  25.20% Less than five years Aaa
Federated U.S. Treasury Money Market 693,706 3.34% Less than one year Aaa
U.S. Treasury Bill 124,784 0.60% Less than one year Aaa
U.S. Treasury Note 3,995,090 19.25% Less than three years Aaa
$ 20,756,081 100.00%

Interest Rate Risk Interest rate risk arises because potential purchasers of debt securities will not agree
to pay face value for those securities if interest rates subsequently increase. The Library does not have
an investment policy beyond the requirements of State Statute. Ohio law addresses interest rate risk by
requiring that the Library’s investment portfolio be structured so that securities mature to meet cash
requirements for ongoing operations thereby avoiding the need to sell securities on the open market prior

to maturity.
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NOTE 4 — DEPOSITS AND INVESTMENTS (continued)

Custodial Credit Risk For an investment, custodial credit risk is the risk that, in the event of the failure of
the counterpart to a transaction, the Library will not be able to recover the value of investment or collateral
securities that are in the possession of an outside party. The Library’s investment policy does not address
custodial credit risk beyond the requirements of the Ohio Revised Code. All of the Library’s investments
are held in the name of the Library.

Concentration of Credit Risk The Library’'s investment policy places no limit on the amount that may be
invested in any one issuer.

NOTE 5 - GRANTS-IN-AID AND TAX RECEIPTS

The primary source of revenue for most Ohio public libraries is the State Library and Public Library Fund
(PLF). The PLF is allocated to each county based on the county’s prior intangibles tax of PLF revenues
and its population. The County Budget Commission allocates these funds to the Library based on its needs
such as the construction of new library buildings, improvements, operation, maintenance, or other
expenses. The Budget Commission cannot reduce its allocation of these funds to the Library based on of
any additional revenues the Library receives.

Real property taxes become a lien on January 1 preceding the October 1 date for which rates are adopted
by Board of Trustees. The State Board of Tax Equalization adjusts these rates for inflation. Property taxes
are also reduced for applicable homestead and rollback deductions. Homestead and rollback amounts are
then paid by the State, and are reflected in the accompanying financial statements as Intergovernmental
Receipts. Payments are due to the County by December 31. If the property

owner elects to make semiannual payments, the first half is due December 31. The second half payment
is due the following June 20.

Public utilities are also taxed on personal and real property located within the taxing district.

The County is responsible for assessing property, and for billing, collecting, and distributing all property
taxes on behalf of the Library.

For 2015 and 2014 the Library had a 5-year 1 mill renewal levy that was passed starting with tax year 2010,
collection year 2011. The Library also had a new 5-year 1.8 mill levy that was passed starting with tax year
2010, collection year 2011 with both ending with tax year 2014 collection year 2015. In 2014 the library
went back on the ballot and passed a five year 1.8 renewal levy with a .6 additional for a total of 2.4 mills
to start with tax year 2015 and collection year 2016.
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NOTE 6 - DEFINED BENEFIT PENSION PLAN

Ohio Public Employees Retirement System

Plan Description - The Library participates in the Ohio Public Employees Retirement System (OPERS).
OPERS administers three separate pension plans. The Traditional Pension Plan is a cost-sharing multiple-
employer defined benefit pension plan. The Member-Directed Plan is a defined contribution plan in which
the member invests both member and employer contributions (employer contributions vest over five years
at 20 percent per year). Under the Member-Directed Plan, members accumulate retirement assets equal
to the value of member and vested employer contributions plus any investment earnings. The Combined
Plan is a cost-sharing multiple-employer defined benefit pension plan. Under the Combined Plan, OPERS
invests employer contributions to provide a formula retirement benefit similar in nature to, but less than, the
Traditional Pension Plan benefit. Member contributions, the investment of which is self-directed by the
members, accumulate retirement assets in a manner similar to the Member-Directed Plan.

OPERS provides retirement, disability, survivor and death benefits and annual cost of living adjustments to
members of the Traditional Pension and Combined Plans. Members of the Member-Directed Plan do not
qualify for ancillary benefits. Authority to establish and amend benefits is provided in Chapter 145 of the
Ohio Revised Code. OPERS issues a stand-alone financial report. Interested parties may obtain a copy
by visiting https://www.opers.org/investments/cafr.shtml, by writing to OPERS, 277 East Town Street,
Columbus, Ohio 43215-4642 or by calling (614) 222-5601 or 800-222-7377.

Senate Bill (SB) 343 was enacted into law with an effective date of January 7, 2013. In the legislation,
members were categorized into three groups with varying provisions of the law applicable to each group.
The following table provides age and service requirements for retirement and the retirement formula applied
to final average salary (FAS) for the three member groups under the traditional plan as per the reduced
benefits adopted by SB 343 (see OPERS CAFR referenced above for additional information):
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NOTE 6 - DEFINED BENEFIT PENSION PLAN (Continued)

Ohio Public Employees Retirement System (Continued)

Group A
Eligible to retire prior to
January 7, 2013 or five years
after January 7, 2013

Group B
20 years of service credit prior to
January 7, 2013 or eligible to retire
ten years after January 7, 2013

Group C
Members not in other Groups
and members hired on or after
January 7, 2013

State and Local

Age and Service Requirements:
Age 60 with 60 months of service credit
or Age 55 with 25 years of service credit

Formula:
2.2% of FAS multiplied by years of
service for the first 30 years and 2.5%
for service years in excess of 30

Public Safety

Age and Service Requirements:
Age 48 with 25 years of service credit
or Age 52 with 15 years of service credit

Law Enforcement

Age and Service Requirements:
Age 52 with 15 years of service credit

Public Safety and Law Enforcement

Formula:
2.5% of FAS multiplied by years of
service for the first 25 years and 2.1%
for service years in excess of 25

State and Local

Age and Service Requirements:
Age 60 with 60 months of service credit
or Age 55 with 25 years of service credit

Formula:
2.2% of FAS multiplied by years of
service for the first 30 years and 2.5%
for service years in excess of 30

Public Safety

Age and Service Requirements:
Age 48 with 25 years of service credit
or Age 52 with 15 years of service credit

Law Enforcement

Age and Service Requirements:
Age 48 with 25 years of service credit
or Age 52 with 15 years of service credit

Public Safety and Law Enforcement

Formula:
2.5% of FAS multiplied by years of
service for the first 25 years and 2.1%
for service years in excess of 25

State and Local

Age and Service Requirements:
Age 57 with 25 years of service credit
or Age 62 with 5 years of service credit

Formula:
2.2% of FAS multiplied by years of
service for the first 35 years and 2.5%
for service years in excess of 35

Public Safety

Age and Service Requirements:
Age 52 with 25 years of service credit
or Age 56 with 15 years of service credit

Law Enforcement

Age and Service Requirements:
Age 48 with 25 years of service credit
or Age 56 with 15 years of service credit

Public Safety and Law Enforcement

Formula:
2.5% of FAS multiplied by years of
service for the first 25 years and 2.1%
for service years in excess of 25

Final average Salary (FAS) represents the average of the three highest years of earnings over a member’s
career for Groups A and B. Group C is based on the average of the five highest years of earnings over a

member’s career.

Members who retire before meeting the age and years of service credit requirement for unreduced benefits
receive a percentage reduction in the benefit amount.

When a benefit recipient has received benefits for 12 months, an annual cost of living adjustment (COLA)
is provided. This COLA is calculated on the base retirement benefit at the date of retirement and is not
compounded. For those retiring prior to January 7, 2013, the COLA will continue to be a 3 percent simple
annual COLA. For those retiring subsequent to January 7, 2013, beginning in calendar year 2019, the
COLA will be based on the average percentage increase in the Consumer Price Index, capped at 3 percent.
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NOTE 6 - DEFINED BENEFIT PENSION PLAN (Continued)

Ohio Public Employees Retirement System (Continued)

Funding Policy - The Ohio Revised Code (ORC) provides statutory authority for member and employer
contributions as follows:

State Public Law
and Local Safety Enforcement
2015 Statutory Maximum Contribution Rates
Employer 140 % 181 % 18.1 %
Employee 10.0 % * **
2015 Actual Contribution Rates
Employer:

Pension 12.0 % 16.1 % 16.1 %
Post-employment Health Care Benefits 2.0 2.0 2.0
Total Employer 14.0 % 18.1 % 18.1 %
Employee 10.0 % 12.0 % 13.0 %

*  This rate is determined by OPERS' Board and has no maximum rate established by ORC.
** This rate is also determined by OPERS' Board, but is limited by ORC to not more
than 2 percent greater than the Public Safety rate.

The 2015 and 2014 member contribution rates were 10.00 percent of covered payroll for members in state
and local classifications.

The Library’s 2015 and 2014 contribution rate was 14.00 percent of covered payroll.
The Library’s contributions to OPERS for the years ended December 31, 2015, 2014, and 2013 were

$855,287, $845,534, and $803,967, respectively, which were equal to the required contributions for those
years.

NOTE 7 - POSTEMPLOYMENT BENEFITS

Ohio Public Employees Retirement System

Plan Description - Ohio Public Employees Retirement System (OPERS) administers three separate
pension plans: The Traditional Plan — a cost sharing, multiple-employer defined benefit pension plan; the
Member-Directed Plan — a defined contribution plan; and the Combined Plan — a cost-sharing multiple-
employer defined benefit pension plan that has elements of both a defined benefit and defined contribution
plan.
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NOTE 7 - POSTEMPLOYMENT BENEFITS (continued)

Ohio Public Employees Retirement System (continued)

OPERS maintains a cost-sharing multiple employer defined benefit post-employment healthcare plan,
which includes a medical plan, prescription drug program, and Medicare Part B premium reimbursement,
to qualifying benefit recipients of both the Traditional Pension and Combined Plans. Members of the
Member-Directed Plan do not qualify for ancillary benefits, including post-employment health care
coverage.

In order to qualify for post-employment health care coverage, age and service retirees under the Traditional
Pension and Combined Plans must have 10 or more years of qualifying Ohio service credit. Health care
coverage for disability benefit recipients and qualified survivor benefit recipients is available. The health
care coverage provided by OPERS meets the definition of an Other Post-Employment Benefit (OPEB) as
described in GASB Statement No. 45. OPERS’ eligibility requirements for post-employment health care
coverage changed for those retiring on and after January 1, 2015. Please see the Plan Statement in the
OPERS 2013 CAFR for details.

The Ohio Revised Code permits, but does not require, OPERS to provide OPEB benefits to its eligible
benefit recipients. Authority to establish and amend health care coverage is provided in Chapter 145 of the
Ohio Revised Code.

OPERS issues a stand-alone financial report. Interested parties may obtain a copy by visiting
https://www.opers.org/investments/cafr.shtml, by writing to OPERS, 277 East Town Street, Columbus, Ohio
43215-4642 or by calling (614) 222-5601 or 800-222-7377.

Funding Policy - The Ohio Revised Code provides the statutory authority requiring public employers to
fund post-retirement health care through their contributions to OPERS. A portion of each employer’s
contribution to OPERS is set aside for the funding of post —retirement health care.

Employer contribution rates are expressed as a percentage of the earnable salary of active members. In
2015 and 2014 state and local employers contributed at a rate of 14.0% of earnable salary. These are the
maximum employer contribution rates permitted by Ohio Revised code. Active member contributions do
not fund the OPEB Plan.

OPERS'’ Post-Employment Health Care plan was established under, and is administrated in accordance
with, Internal Revenue Code section 401(h). Each year, the OPERS Board of Trustees determines the
portion of the employer contribution rate that will be set aside for funding of post-employment health care.
The portion of employer contributions allocated to health care for the members in the Traditional Plan was
2.0% during calendar year 2014. Effective January 1, 2015, the portion of employer contributions allocated
to health care remains at 2.0% for both plans, as recommended by OPERS’ actuary. The OPERS Board
of Trustees is also authorized to establish rules for the retiree or their surviving beneficiaries to pay a portion
of health care provided. Payment amounts vary depending on the number of covered dependents and the
coverage selected.

The employer contributions that were used to fund post-employment benefits were $122,135 for 2015,
$120,742 for 2014, and $57,403 for 2013.
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NOTE 7 - POSTEMPLOYMENT BENEFITS (continued)

Ohio Public Employees Retirement System (continued)

Changes to the health care plan were adopted by the OPERS Board of Trustees on September 19, 2012,
with a transition plan commencing January 1, 2014. With the passage of pension legislation under SB 343
and the approved health care changes, OPERS expects to be able to consistently allocate 4.0% of the
employer contributions toward the health care fund after the end of the transition period.

NOTE 8 - 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; injuries to employees and natural disasters. The Library maintains comprehensive
insurance with private carriers for real property, building contents, and vehicles. Vehicle policies include
coverage for bodily injury and property damage. Real property and contents are 100% insured.

In addition to the coverage above, the Chief Fiscal Officer and Deputy Fiscal Officer are bonded for $25,000
each. There has not been a significant reduction in coverage from the prior year. Settled claims have not
exceeded this commercial coverage in any of the past three years, and there was no significant reduction
in coverage from the prior year.

The Library pays the State Workers’ Compensation System a premium based on a rate per $100 of salaries.
This rate is calculated based on accident history and administrative costs. The System administers and
pays all claims.

NOTE 9 - LEASE OBLIGATIONS

The Library has entered into a lease agreement for a copier for the Administrative offices with an annual
cost of $5,220 that expires in May of 2017, a printing machine with an annual cost of $13,200 with a lease
expiring December 2019, a 3-D printer with an annual cost of $750 and a postage meter lease with a total
annual cost of $660.

NOTE 10 — CONTINGENCIES

GRANTS The Library receives financial assistance in the form of grants from various agencies. The
disbursement of funds received under these programs requires compliance with terms and conditions
specified in the grant agreements and are subject to audit by the grantor agencies. Any disallowed claims
resulting from such audits could become a liability of the general fund or any other applicable funds.
However, in the opinion of management, any such disallowed claims will not have a material adverse effect
on the overall financial position of the Library.

NOTE 11 - FUND BALANCES

Fund balance is classified as committed, assigned and/or unassigned based primarily on the extent to
which the Library is bound to observe constraints imposed upon the use of the resources in the government
funds. The constraints placed on fund balance for the major governmental funds and all other governmental
funds are presented below:
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NOTE 11 - FUND BALANCES (Continued)

2015
Building and Technology

Fund Balances General Repair Dewvelopment Total
Committed to:
New Canfield Branch Library $ - % 505,603 $ - % 505,603
Boardman Branch Renovations - 43,213 - 43,213
Total Committed - 548,816 - 548,816
Assigned to:
Operating Expenses 437,649 - - 437,649
Capital Projects - 29,063,600 782,081 29,845,681
Total Assigned 437,649 29,063,600 782,081 30,283,330
Unassigned (Deficit) 4,445,961 - - 4,445,961
Total Fund Balances $ 4,883,610 % 29,612,416 % 782,081 $ 35,278,107

2014

Building and Technology

Fund Balances General Repair Development Total
Committed to:
New Canfield Branch Library $ - % 3,835,412 $ - $ 3,835,412
Boardman Branch Renovations - 48,180 - 48,180
Total Committed - 3,883,592 - 3,883,592
Assigned to:
Operating Expenses 323,579 - - 323,579
Capital Projects - 24,390,268 758,214 25,148,482
Total Assigned 323,579 24,390,268 758,214 25,472,061
Unassigned (Deficit) 4,295,867 - - 4,295,867
Total Fund Balances $ 4,619,446 $ 28,273,860 % 758,214 $ 33,651,520
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

July 20, 2016

Reuben McMillan Free Library Association
Mahoning County

305 Wick Avenue

Youngstown, Ohio 44503

To the Board of Trustees:

We have audited in accordance with auditing standards generally accepted in the United State and the
Comptroller General of the United States’ Government Auditing Standards, the modified cash-basis
financial statements of the governmental activities, each major fund and the aggregate remaining fund
information of the Reuben McMillan Free Library Association, Mahoning County, (the Library) as of
and for the years ended December 31, 2015 and 2014, and the related notes to the financial statements
which collectively comprise the Library’s basic financial statements and have issued our report thereon
dated July 20, 2016, wherein we noted the Library uses a special purpose framework other than generally
accepted accounting principles.

Internal Control Over Financial Reporting

As part of our financial statement audit, we considered the Library’s internal control over financial
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the
extent necessary to support our opinions on the financial statements, but not to the extent necessary to
opine on the effectiveness of the Library’s internal control. Accordingly, we have not opined on it.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, when performing their assigned functions, to prevent, or detect and timely
correct misstatements. A material weakness is a deficiency, or combination of internal control
deficiencies resulting in a reasonable possibility that internal control will not prevent or detect and timely
correct a material misstatement of the Library’s financial statements. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

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 internal control deficiencies that might be material
weaknesses or significant deficiencies. Given these limitations, we did not identify any deficiencies in
internal control that we consider material weaknesses. However, unidentified material weaknesses may
exist.

... “bringing more to the table”
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Reuben McMillan Free Library Association

Mahoning County

Independent Auditor’'s Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Required by Government Auditing Standards

Page 2

Compliance and Other Matters

As part of reasonably assuring whether the Library’s financial statements are free of material
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could directly and materially affect the determination of financial
statement amounts. However, opining on compliance with those provisions was not an objective of our
audit and accordingly, we do not express an opinion. The results of our tests disclosed no instances of
noncompliance or other matters we must report under Government Auditing Standards.

Purpose of this Report
This report only describes the scope of our internal control and compliance testing and our testing results,
and does not opine on the effectiveness of the Library’s internal control or on compliance. This report is

an integral part of an audit performed under Government Auditing Standards in considering the Library’s
internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

%ﬁ,/m%/ AC

Perry and Associates
Certified Public Accountants, A.C.
Marietta, Ohio
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Dave Yost - Auditor of State

REUBEN MCMILLAN FREE LIBRARY ASSOCIATION
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CLERK’S CERTIFICATION

This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

isan Lubbitt

CLERK OF THE BUREAU

CERTIFIED
OCTOBER 6, 2016
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