XYZ Public Library

XYZ County

Notes to the Basic Financial Statements

For the Year Ended December 31, 20CY

	Note: This shell is a guide for preparing your annual footnotes to the financial statements when filed on the OCBOA Basis.  These footnotes are not all inclusive and might include disclosures not applicable to your particular Library.  Modify, delete, or add additional disclosures as necessary. 

Items highlighted in yellow are provided for guidance purposes only and should be deleted prior to submission.

See GASB Codification 2300 – Notes to the Financial Statements. As explained in paragraph .102, the notes to the financial statements should communicate information essential for fair presentation of the basic financial statements that is not displayed on the face of the financial statements. As such, the notes form an integral part of the basic financial statements. Notes should focus on the primary government—specifically, its governmental activities, business-type activities, major funds, and nonmajor funds in the aggregate. Information about the government's discretely presented component units should be presented as discussed in paragraph .105.
Items highlighted in green are items that are generic, and should be reviewed for entity specific information and modified to report specifics for your library.
In this sample 20CY means current year and 20PY means prior year and would be replaced with the four digit current year (for example 2015) or four digit prior year (for example 2014).

If you are considering participation in the GFOA Small Government Certificate Program, refer to their checklist for additional program requirements.




Note 1 – Description of the Library and Reporting Entity 
(There are various ways libraries can be formed.  Below are two sample notes related to library board appointments. The first sample has appointments made by a school district board of education and the second has appointments made by a county.  You can modify as needed)
Sample 1 – School District Board Appointments
The XYZ Public Library (the Library) was organized as a school district public library in XXXX under the laws of the State of Ohio.  The Library has its own seven-member Board of Trustees appointed by the XYZ School District Board of Education.  Appointments are for seven-year terms and members serve without compensation.  Under Ohio statutes, the Library is a body politic and corporate capable of suing and being sued, contracting, acquiring, holding, possessing, and disposing of real property, and of exercising such other powers and privileges conferred upon it by law.  The Library also determines and operates under its own budget.  Control and management of the Library is governed by sections 3375.33 to 3375.39 of the Ohio Revised Code with the administration of the day-to-day operations of the Library being the responsibility of the Director and financial accountability being solely that of the Clerk-Treasurer.
The Library is fiscally independent of the Board of Education, although the Board of Education serves in a ministerial capacity as the taxing authority for the Library.  The determination to request approval of a tax levy, the role and purpose(s) of the levy, are discretionary decisions made solely by the Board of Library Trustees.  Once those decisions are made, the Board of Education must put the levy on the ballot.  There is no potential for the Library to provide a financial benefit to or impose a financial burden on the Board of Education.
Under the provisions of Statement No. 14 of the Governmental Accounting Standards Board, “The Financial Reporting Entity,” the Library is considered to be a related organization of the Ohio School District.
Sample 2 – County Board Appointments
The Board of Library Trustees of XYZ Public Library (the Library) has seven members:  three appointed by the Common Pleas Court Judges and four appointed by the Sample County Commissioners.  Appointments are for seven-year terms and members serve without compensation.  Under Ohio statutes, the Library is a body politic and corporate capable of suing and being sued; contracting; acquiring, holding, processing, and disposing of real and personal property; and exercising such powers and privileges as are conferred upon it by law.  The Library also determines and operates under its own budget.  The control and management of the Library is governed by Sections 3375.22 to 3375.27 of the Ohio Revised Code.  The Board of Library Trustees appoints a Director/Fiscal Officer, Business Manager/Deputy Fiscal Officer, and two Assistant Deputy Fiscal Officers.

There is no potential for the Library to provide a financial benefit to or to impose a financial burden on the County Commissioners, nor can the County Commissioners significantly influence the programs, activities, or level of service performed or provided by the Library.  The Library is fiscally independent of the County, although the County Commissioners serve in a ministerial capacity as the taxing authority.  The determination to request approval of a tax, the rate, and the purpose(s) of the levy are discretionary decisions made solely by the Board of Library Trustees.  Once these decisions are made, the County Commissioners must place the levy on the ballot.

Under the provisions of Governmental Accounting Standards Board Statement No. 61, “The Financial Reporting Entity: Omnibus”, the Library is considered a related organization to Sample County.  
Component Units

(Delete if there are no component units.)  
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; the Library is legally obligated or has otherwise assumed the responsibility to finance the 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 authorizes the issuance of debt or the levying of taxes or determines the budget if there is also the potential for the organization to provide specific financial benefits to, or impose specific financial burdens on the Library.    Component units also include legally separate, tax-exempt entities whose resources are for the direct benefit of the Library, are accessible to the Library and are significant in amount to the Library.  (Delete if no tax-exempt entities are included per GASB 39.  Also, Auditor of State Bulletin 2004-001 provides guidance on determining significance.)  
Describe any included component units and the GASB Statement 14/39 criteria mandating their inclusion (e.g., appointment of a majority of the governing board).  For any blended component units presented with aggregated nonmajor funds, disclose whether they are presented with governmental, enterprise or fiduciary funds.
Separately-audited statements for [name of component unit] are available from [name of chief fiscal officer, address, etc.].

Joint Ventures, Jointly Governed Organizations, Public Entity Risk Pools and Related Organizations

[Review GASB Codification 2100, Defining the Financial Report Entity, for guidance.  Delete if the Library does not participate in jointly governed organizations, joint ventures and/or public entity risk pools or is not associated with related organizations.]  
(Delete if the Library does not participate in jointly governed organizations, joint ventures and/or public entity risk pools or is not associated with related organizations.)  The Library participates in jointly governed organizations, joint ventures and a public entity risk pool and is associated with a related organization.<< modify as necessary.  Notes XX to the financial statements provides additional information for these entities. (Include the appropriate footnote. Notes X, X - X provide additional guidance <<modify note #’s as necessary) 

The Friends of the XYZ Public Library, Inc. is a not-for-profit organization with a self-appointing board.  The Library is not financially accountable for the organization, nor does the Library approve the budget or the issuance of debt of the organization.  (Explain which of the criteria from GASB Statement No. 39 is not met as the basis for excluding from the reporting entity of the Library. Auditor of State Bulletin 2004-001 provides guidance on determining significance.)  Therefore, this organization has been excluded from the reporting entity of the Library.

The Library’s management believes these financial statements present all activities for which the Library is financially accountable.
Note 2 - Summary of Significant Accounting Policies
As discussed further in the “Basis of Accounting” section of this note, these financial statements are presented on a modified cash basis of accounting.  This 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. Following are the more significant of the Library’s accounting policies.

Basis of Presentation
Edit this section of the notes for the financial statements that are included in your financial statements – delete any information that you are not presenting.
The Library’s basic financial statements consist of government-wide 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.

Government-wide Financial Statements  The statement of net position and the statement of activities display information about the Library as a whole.  These statements include the financial activities of the library, except for fiduciary funds.  The activity of the internal service fund is eliminated to avoid “doubling up” receipts and disbursements.  The statements distinguish between those activities of the Library that are governmental and those that are considered business-type.  Governmental activities generally are financed through taxes, intergovernmental receipts and other nonexchange transactions.  Business-type activities are financed in whole or in part by fees charged to external parties for goods or services.    

The statement of net position presents the cash and investment balances, inventory, prepaid items, interfund loan balances, capital assets and debt of the governmental and business-type activities of the Library at year end.  The statement of activities compares disbursements with program receipts for each of the Library's governmental and business-type 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 or business-type activity 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 and enterprise fund financial statements is on major funds.  Each major fund is presented in a separate column.  Nonmajor funds are aggregated and presented in a single column.  The internal service funds are presented in a single column on the face of the proprietary fund statements.  Fiduciary funds are reported by type. 
Proprietary fund statements distinguish operating transactions from nonoperating transactions.  Operating receipts generally result from exchange transactions such as charges for services directly relating to the funds’ principal services. Operating disbursements include costs of sales and services and administrative costs.  The proprietary fund statements report all other receipts and disbursements as nonoperating.
Fund Accounting
[Review GASB Codification 1300, Fund Accounting, paragraphs .104-.114 for guidance.]

Edit this section of the notes for the financial statements that are included in your financial statements – delete any information that you are not presenting.
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.  The Library’s funds are divided into three categories, governmental, proprietary and fiduciary.
Governmental Funds   Governmental funds are those through which most governmental functions of the Library are financed.  The following are the Library’s major governmental funds (Each major governmental fund’s description should be specific to the fund and not a generic fund-type description.  Each major special revenue fund’s description should disclose the fund’s purpose and identify the revenue and other resources reported in the fund.):
General Fund   The general fund accounts for and reports all financial resources not accounted for and reported in another fund.  The general fund balance is available to the Library for any purpose provided it is expended or transferred according to the general laws of Ohio.

Building and Repair Fund   The building and repair fund accounts for and reports resources committed by the Board of Library Trustees specifically for major capital and technology improvements.
Renovation Fund   The renovation fund accounts for and reports restricted resources received from XYZ School District from the sale of bonds.   XYZ School District serves as the taxing authority and issues tax related debt on behalf of the Library, although their role is limited to a ministerial function.  After XYZ School District issues the bonds, the proceeds are paid to the Library.  These monies are restricted by State Statute for the renovation of the Main Library.
The other governmental funds of the Library account for and report grants and other resources whose use is restricted, committed or assigned to a particular purpose. 

Proprietary Funds   The Library classifies funds financed primarily from user charges for goods or services as proprietary.  Proprietary funds are classified as either enterprise or internal service.


Enterprise Funds   Enterprise funds may be used to account for any activity for which a fee is charged to external users for goods or services.  The Library’s major enterprise funds are:
(Describe each major enterprise fund.  The description should be specific to the fund and not a generic fund type description.)
Internal Service Fund   Internal service funds account for services provided by one section of the Library to another on a cost-reimbursement basis.  The Library’s internal service fund accounts for a self-insurance program for employee health, vision, prescription drug and dental benefits.
Fiduciary Funds   Fiduciary fund reporting focuses on net position and changes in net position.  The fiduciary fund category is split into four classifications:  pension trust funds, investment trust funds, private purpose trust funds, and agency funds.  Trust funds are used to account for assets held under a trust agreement for individuals, private organizations, or other governments which are not available to support the Library’s own programs.  The Library’s private purpose trust fund accounts for programs that (describe nature of trust funds here).  Agency funds are purely custodial in nature and are used to account for assets held by the Library for individuals, other governments or other organizations.  The Library’s agency fund accounts for (describe nature of agency funds here).
(Note:  classifying private purpose funds requires judgment.  If the intent generally benefits the Library’s own programs, permanent or special revenue fund classification is appropriate.  However, if the intent is to benefit a specific individual, private organization, or another government which is not available to support the Library’s own programs, private purpose trust fund classification is more appropriate which are included in the Fiduciary Funds below.  See Bulletin 2005-05 for additional classification guidance.)
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.

If using modified cash, include explanation of modification you are making.
Two criteria which are helpful in determining whether a modification to the cash basis has substantial support are:

 1. 
The modification is equivalent to the accrual basis of accounting (or modified accrual basis, 
where applicable, in GAAP for state and local governments) for a particular item; and

2. 
The modification is not illogical.

In the process of implementing the modified cash basis, the Library should use the following criteria:

1. 
The modifications should be made only to transactions initially derived from cash receipts or 
disbursements; and

2. 
The modifications should have substantial support by being both equivalent to GAAP and 
logical.

For example, a modification to report capital assets should involve recording and depreciating only capital assets that result from cash transactions.  This modification should not involve the recording and depreciating of capital assets resulting from capital lease transactions or donated capital assets, because these assets are not the result of a cash transaction.  Depreciating capital assets that were acquired with cash is considered logical because it is a GAAP-equivalent allocation of the cash basis assets’ costs over the assets’ useful lives.
Budgetary Process

All funds, (except agency funds), are legally required to be appropriated.  The appropriations resolution is the Trustee’s authorization to spend resources and sets limits on cash disbursements plus encumbrances at the level of control selected by the Trustees.  The legal level of control has been established at the fund and character or major category of the object code level for all funds.  Budgetary modifications at the legal level of control may only be made by resolution of the Board of Library Trustees.  (Modify as needed.)
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 Clerk Treasurer. The amounts reported as the original budgeted amounts on the budgetary statements reflect the amounts of estimated resources when the original appropriations were adopted.  The amounts reported as the final 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 Cash Equivalents

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.” 
Cash and cash equivalents that are held separately in accounts at a financial institution for debt service are reported as “Cash and Cash Equivalents with Fiscal Agents.” 

Investments of the cash management pool and investments with an original maturity of three months or less at the time they are purchased  are presented on the financial statements as cash equivalents.  Investments with an initial maturity of more than three months that were not purchased from the pool are reported as investments.

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.

During 20CY, the Library invested in nonnegotiable certificates of deposit, repurchase agreements, federal agency securities, a money market mutual fund, and STAR Ohio.  Investments are reported at cost, except for the money market mutual fund and STAR Ohio.  The Library’s money market mutual fund investment is recorded at the amount reported by [institution’s name] on December 31, 20CY.  

STAR Ohio (the State Treasury Asset Reserve of Ohio), is an investment pool managed by the State Treasurer’s Office which allows governments within the State to pool their funds for investment purposes.  STAR Ohio is not registered with the SEC as an investment company, but has adopted Governmental Accounting Standards Board (GASB), Statement No. 79, “Certain External Investment Pools and Pool Participants.”  The Library also implemented GASB Statement No. 79 for 2016.  The implementation of this GASB pronouncement had no effect on beginning net position/fund balance.  [The previous two sentences should be deleted after 2016.] The Library measures their investment in STAR Ohio at the net asset value (NAV) per share provided by STAR Ohio. The NAV per share is calculated on an amortized cost basis that provides an NAV per share that approximates fair value.

For 2016, there were no limitations or restrictions on any participant withdrawals due to redemption notice periods, liquidity fees, or redemption gates.  However, notice must be given 24 hours in advance of all deposits and withdrawals exceeding $25 million. STAR Ohio reserves the right to limit the transaction to $50 million, requiring the excess amount to be transacted the following business day(s), but only to the $50 million limit. All accounts of the participant will be combined for these purposes.
Interest earnings are allocated to Library funds according to State statutes, grant requirements, or debt related restrictions.  Interest receipts credited to the General Fund during 20CY was $___________ which includes $_______ assigned from other Library funds.
Restricted Assets

Assets are reported as restricted when limitations on their use change the nature or normal understanding of the availability of the asset.  Such constraints are either externally imposed by creditors, contributors, grantors, or laws of other governments, or are imposed by law through constitutional provisions or enabling legislation.  Unclaimed monies that are required to be held for five years before they may be utilized by the Library are reported as restricted  (Modify as needed.)
Inventory and Prepaid Items

The Library reports disbursements for inventories and prepaid items when paid.  These items are not reflected as assets in the accompanying financial statements.
Inventories resulting from cash transactions are presented at cost on a first-in, first-out basis and are reported as disbursements when used.  Prepaid items are reported as disbursements when consumed.  (Modify as needed.)
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.
(Sample disclosure if the Library chooses to report and depreciate capital assets arising from cash transactions.)  The Library’s general capital assets are capital assets which are associated with and generally arise from governmental activities.  They result from disbursements, generally from the governmental funds.  General capital assets are reported in the governmental activities column of the government-wide statement of net position but are not reported in the fund financial statements.
All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and reductions during the year.  The Library maintains a capitalization threshold of $__.  Improvements are capitalized; the costs of normal maintenance and repairs that do not add to the value of the asset or materially extend and asset’s life are not.

All capital assets are depreciated except for land and construction in process.  Improvements are depreciated over the remaining useful lives of the related capital assets.  Depreciation is computed using the straight-line method over the following useful lives:


[image: image1.emf]Estimated

Useful

Description Lives

Land Improvements xx - xx years

Buildings xx - xx years

Building Improvements xx - xx years

Equipment xx - xx years

Vehicles xx - xx years


Interfund Receivables/Payables

The Village reports advances-in and advances-out for interfund loans.  These items are not reflected as assets and liabilities in the accompanying financial statements. 

The fund financial statements report outstanding interfund loans as interfund receivables/payables.  Interfund loans which do not represent available expendable resources are classified as nonspendable  fund balance.  Interfund balances are eliminated in the statement of net position, except for any net residual amounts due between governmental and business-type activities, which are presented as internal balances.
Accumulated Leave

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

Employer Contributions to Cost-Sharing Pension Plans

The Library recognizes the disbursement for their employer contributions to cost-sharing pension plans when they are paid.  As described in Notes 9 and 10, the employer contributions include portions for pension benefits and for postretirement health care benefits.  

Long-Term Obligations

The Library’s modified cash basis financial statements do not report liabilities for long-term obligations.  Proceeds of debt are reported when the cash is received and principal and interest payments are reported when paid.  Since recording a capital asset when entering into a capital lease is not the result of a cash transaction, neither an other financing source nor a capital outlay expenditure is reported at inception.  Lease payments are reported when paid.  (Modify if the Library chooses to modify the cash basis of accounting to record and report long-term obligations arising from cash transactions in the financial statements.) Delete reference to leases if there are not leases.
Net Position
Net investment in capital assets consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowings used for the acquisition, construction, or improvement of those assets.  (Delete if none reported.)  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.  Net position restricted for other purposes include resources restricted for [describe most significant purposes included in other purposes].
The Library’s policy is to first apply restricted resources when an obligation is incurred for purposes for which both restricted and unrestricted net position are available. (Modify as needed)

Disclose amount restricted by enabling legislation.
Fund Balance

[Review GASB 54, Fund Balance Disclosures, paragraphs 5-23 and GASB Codification 1800, Classification and Terminology, paragraph .183, for guidance.]
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.  It also includes the long-term amount of interfund loans.

Restricted   Fund balance is reported as 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.  State Statute authorizes the Library Clerk to assign fund balance for purchases on order provided such amounts have been lawfully appropriated.
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.

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.
Internal Activity
Transfers between governmental and business-type activities on the government-wide financial statements are reported in the same manner as general receipts.

Internal allocations of overhead expenses from one function to another or within the same function are eliminated on the Statement of Activities. Payments for interfund services provided and used are not eliminated.

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.  Interfund transfers are reported as other financing sources/uses in governmental funds and after nonoperating receipts/disbursements in proprietary funds.  Repayments from funds responsible for particular disbursements to the funds that initially paid for them are not presented in the financial statements.

Extraordinary and Special Items

(Delete if none.)  Extraordinary items are transactions or events that are both unusual in nature and infrequent in occurrence.  Special items are transactions or events that are within the control of management and are either unusual in nature or infrequent in occurrence.  

Estimates

(Delete if none.)  The modified cash basis of accounting used by the Library requires management to make estimates and assumptions that affect certain reported amounts and disclosures (such as estimated useful lives in determining depreciation expense); accordingly, actual results could differ from those estimates.

Note 3 – Accountability and Compliance

Accountability

Describe any deficit fund balances/net position and management’s actions taken to address any such deficits.
Compliance

Describe any significant violations of finance-related legal or contractual provisions and management’s actions taken to address such violations.
The notes should disclose significant violations of finance-related legal or contractual provisions.  GASB does not define what are considered significant violations, but other literature provides the following examples:
Disclose any instance where the accounting system does not include a fund required by law or regulation to help assure restrictions on disbursements are met.

Disclose ANY excess of disbursements over appropriations in the general or major special revenue funds included in budgetary statements.  Disclose in footnotes to RSI if presented as RSI.

Disclose any significant excess of disbursements over appropriations for other funds.

Disclose any other significant budgetary violations such as appropriating more than what was certified available for appropriation.

Disclose any deficit fund equity in nonmajor funds.

Disclose violations of debt covenants or contracts.

Disclose significant violations of grant requirements such as disallowed costs or failure to meet eligibility requirements or matching requirements that may require repayment.

Disclose violations of laws relating to investments and deposits.  

Note 4 – 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 is (and any major special revenue fund are) prepared on the budgetary basis to provide a meaningful comparison of actual results with the budget.  The difference(s) between the budgetary basis and the modified cash basis are as follows:

1. Outstanding year end encumbrances are treated as cash disbursements (budgetary basis) rather than as restricted, committed or assigned fund balance (modified cash basis).
2.  Outstanding year end advances are treated as an other financing source or use (budgetary basis) rather than as an interfund receivable or payable (modified cash basis).
3. Unreported interest is reported on the statement of modified receipts, disbursements, and changes in fund balances (cash basis), but not on the budgetary basis.
Adjustments necessary to convert the results of operations at the end of the year on the budget basis to the cash basis are as follows:
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Special

General Revenue Fund

Cash Basis $0 $0

Beginning of Year:

  Unreported Interest 0 0

End of Year:

  Unreported Interest 0 0

Encumbrances 0 0

Budget Basis $0 $0


Note 5 – Deposits and Investments

(Modify as appropriate considering the Library investment policy.)
State statutes classify monies held by the Library into three categories.

Active monies are public monies determined to be necessary to meet current demands upon the Library treasury.  Active 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 Board has identified as not required for use within the current five year period of designation of depositories.  Inactive deposits must either be evidenced by certificates of deposit 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. Interim monies are those 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 held by the Library can be deposited or invested in the following securities:

1.
United States Treasury bills, 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 obligations or securities issued by any federal government agency or instrumentality, including, but not limited to, Federal National Mortgage Association, Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation, and Government National Mortgage Association.  All federal agency securities shall be direct issuances of federal government agencies or instrumentalities;

3.
No-load money market mutual funds consisting exclusively of obligations described in (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;

4.
Time certificates of deposit or savings or deposit accounts including, but not limited to, passbook accounts;

5.
Bonds and other obligations of the State of Ohio, and with certain limitations bonds and other obligations of political subdivisions of the State of Ohio;

6.
The State Treasurer's investment pool (STAR Ohio);

7.
Certain bankers’ acceptances and commercial paper notes for a period not to exceed one hundred eighty days in an amount not to exceed 40 percent of the interim monies available for investment at any one time if training requirements have been met; and

8.
Written repurchase agreements in the securities described in (1) or (2) provided the market value of the securities subject to the repurchase agreement must exceed the principal value of the agreement by at least two percent and be marked to market daily, and the term of the agreement must not exceed thirty days.
Investments in stripped principal or interest obligations, reverse repurchase agreements, and derivatives are prohibited.  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. (delete if included as part of interest rate risk)
Investments may only be made through specified dealers and institutions.  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 clerk/treasurer or, if the securities are not represented by a certificate, upon receipt of confirmation of transfer from the custodian.  
At year end, the Library had $________ in undeposited cash on hand which is included as part of “Cash” or “Equity in Pooled Cash and Cash Equivalents” (choose the appropriate account) on the financial statements.
Deposits

(Delete if no such exposure.)  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.  At year end, $___________ of the Library’s bank balance of $____________ was exposed to custodial credit risk because those deposits were uninsured and collateralized.   Although all statutory requirements for the deposit of money had been followed, non-compliance with federal requirements could potentially subject the Library to a successful claim by the FDIC.  (Modify as needed.)
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.  (Modify as needed.)
Investments
(Delete if no such exposure.)
The library reports their investments at cost or net asset value per share.  The fair value of these investments is not materially different from cost. As of December 31, 20CY, the Library had the following investments: While samples of specific identification and segmented time distribution tables follow, the Library should select one to include):

[image: image3.emf]Carrying

Amount Maturity

Federal National Mortgage Association Note

Federal Home Loan Mortgage Corporation Note

Federal Home Loan Bank Note

Money Market Mutual Fund

STAR Ohio Average XX.X Days

Total Portfolio $0



[image: image4.emf]Carrying Less More

Amount' than 1 1-2 3-5 than 5

Federal Home Loan

  Mortgage Corporation Notes

Federal Home Loan Bank Notes

Federal National Mortgage

  Association Notes

Repurchase Agreements

Money Market Mutual Fund

STAR Ohio

Total Investments $0 $0 $0 $0 $0

Investment Maturities (in Years)


Interest Rate Risk  (Delete if no such exposure) 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’s investment policy addresses interest rate risk by requiring the Library’s investment portfolio be structured so that securities mature to meet cash requirements for ongoing operations and/or long-term debt payments, thereby avoiding the need to sell securities on the open market prior to maturity, and by investing operating funds primarily in short-term investments.  (Modify as needed.)
Credit Risk  (Delete if no such exposure)  The security underlying the repurchase agreement, the Federal National Mortgage Association Notes, Federal Home Loan Mortgage Corporation Notes and Federal Home Loan Bank Notes carry a rating of ____ by ____________ and _____ by ___________.  STAR Ohio carries a rating of AAAm by Standard and Poor’s.  The money market fund carries a rating of ______ by ______________.  The Library has no investment policy dealing with investment credit risk beyond the requirements in state statutes.  Ohio law requires that STAR Ohio maintain the highest rating provided by at least one nationally recognized standard rating service and that the money market fund be rated in the highest category at the time of purchase by at least one nationally recognized standard rating service.  (Modify as needed.  ORC 135.14 also contains credit risk requirements for commercial paper notes which could be disclosed if the Library invests in commercial paper notes and does not have an investment policy of its own regarding the notes.)
Custodial Credit Risk   (Delete if no such exposure) For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the Library will not be able to recover the value of its investments or collateral securities that are in the possession of an outside party.  The repurchase agreement, theFederal National Mortgage Association Notes, Federal Home Loan Mortgage Corporation Notes, and the Federal Home Loan Bank Notes are exposed to custodial credit risk as they are uninsured, unregistered, and held by the counterparty’s trust department or agent but not in the Library’s name.
The Library has no investment policy dealing with investment custodial risk beyond the requirements in ORC 135.14(M)(2) which states, “Payment for investments shall be made only upon the delivery of securities representing such investments to the treasurer, investing authority, or qualified trustee.  If the securities transferred are not represented by a certificate, payment shall be made only upon receipt of confirmation of transfer from the custodian by the treasurer, governing board, or qualified trustee.”  (Modify as needed.)
Concentration of Credit Risk   The Library places no limit on the amount it may invest in any one issuer.  The following investments represent five percent or more of total investments as of December 31, 20X2:


[image: image5.emf]Investment Issuer

Federal National Mortgage Association Note %

Federal Home Loan Mortgage Corporation Note

Federal Home Loan Bank Note

Percentage of

Investments


Note 6 - Property Taxes
This sample note uses dates and years appropriate for reporting the year ended December 31, 2015.  

Property taxes include amounts levied against all real and public utility property located in the Library.  Property tax revenue received during 2015 for real and public utility property taxes represents collections of 2014 taxes.  
2015 real property taxes are levied after October 1, 2015, on the assessed value as of January 1, 2015, the lien date.  Assessed values are established by State law at 35 percent of appraised market value.  2015 real property taxes are collected in and intended to finance 2016.

Real property taxes are payable annually or semi-annually.  If paid annually, payment is due December 31; if paid semi-annually, the first payment is due December 31, with the remainder payable by June 20.  Under certain circumstances, State statute permits later payment dates to be established.

Public utility tangible personal property currently is assessed at varying percentages of true value; public utility real property is assessed at 35 percent of true value.  2015 public utility property taxes which became a lien December 31, 2014, are levied after October 1, 2015, and are collected in 2016 with real property taxes.

The full tax rate for all Library operations for the year ended December 31, 2015, was $X.XX per $1,000 of assessed value.  The assessed values of real property and public utility tangible property upon which 2015 property tax receipts were based are as follows:
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Public Utility Personal Property

Total $0


The County Treasurer collects property taxes on behalf of all taxing districts in the county, including the Library.  The County Auditor periodically remits to the Library its portion of the taxes collected.

Note 7 – Interfund Balances and Transfers
Transfers

During 20CY, the following transfers were made:
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Major Funds

  Major Other

Special Nonmajor

Transfer to General Revenue Fund Governmental Total

Other Nonmajor

  Governmental Funds $0 $0 $0 $0


The above mentioned Transfers From/To were used to move receipts from the fund that statute or budget requires to collect them to the fund that statute or budget requires to expend them; and to use unrestricted receipts collected in the General Fund to finance various programs accounted for in other funds in accordance with budgetary authorizations.  Nonroutine transfers from the Major Special Revenue Fund and other nonmajor governmental funds were in compliance with Ohio Revised Code to either make debt payments or for designated projects.  (Modify as Needed)
Interfund Balances

Interfund balances at December 31, 20CY, consisted of the following individual fund receivables and payables:


[image: image8.emf]Interfund Interfund

Major Funds

General Fund

Fund Name

Other Governmental Funds

Fund Name

Fund Name

Fund Name

Total Governmental Activities 0 0

Business-Type Activity

Fund Name

Total $0 $0

Receivable Payable


Interfund balances at December 31, 20CY, consisted of $XXX,XXX advanced to other governmental funds to provide working capital for operations or projects.  The interfund receivables/payables are expected to be repaid within one year.   (Modify as needed.)
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.  During 20CY, the Library contracted with several companies for various types of insurance coverage as follows:


[image: image9.emf]Company Type of Coverage Coverage

Indiana Insurance Company Property

Commercial Umbrella Liability

Inland Marine

Crime

Extra Expense

General Liability, in aggregate

General Liability, per occurrence

Fleet Insurance, single limit

Fleet Insurance, uninsured

Cincinnati Insurance Employee Dishonesty

St. Paul Travelers Insurance Boiler and Machinery

Spoilage

Water Damage

Hazardous Substance

Ammonia Contamination

Off Premises Services Interruption

Ohio Casualty Public Officials Bond


Settled claims have not exceeded this coverage in any of the last three years and there was no significant reduction in coverage from the prior year.

The Library participates in the XXXX Group Rating Plan (GRP) for worker’s compensation.  The intent of the GRP is to achieve the benefit of reduced premiums for the participants, foster safer working conditions and foster cost-effective claims management skills by virtue of its grouping and representation with other participants in the GRP.  The workers’ compensation experience of the participating cities is calculated as one experience and a common premium is applied to all cities in the GRP.  Each participant pays its workers’ compensation premium to the state based on the rate for all cities in the GRP rather than its individual rate.  Total savings are then calculated and each participant’s individual performance is compared to the overall savings of the GRP.  A participant will then either receive money from or be required to contribute to the “Equity Pooling Fund.”  This “equity pooling” arrangements insures that each participant shares equally in the overall performance of the GRP.  ___________________ provides administrative, cost control and actuarial services to the GRP.

OR, if not included in a risk pool or group rating for WC, use the paragraph below:
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.
The Library manages employee health benefits on a self-insured basis.  The employee health benefit plan provides basic health and dental coverage through ________, the third party administrator (TPA) of the program, which reviews and pays the claims.  A specific excess loss coverage (stop-loss) insurance policy covers claims in excess of $________ per employee per year.  The family, employee plus one, and single premiums were $_____, $_______, and $_______ for medical and $______, $______, and $____ for dental, respectively.  The TPA charges the Library a medical administration fee of $____ per employee per month and a dental administration fee of $_____ per employee per month.
Self-Insurance Footnote Comments:

This example footnote will always require considerable modification.  For example, the illustration describes an entity that simultaneously has obtained commercial liability insurance, has no liability insurance, and has pooled its liability risk.  Usually only one of these three conditions will apply.  

The example also describes an entity that has joined a pool to insure liability risks and is self-insured for health insurance.  The opposite may apply, or some other combination may apply.  

As illustrated in the second commercial insurance paragraph, we request you disclose if you have elected to forego liability insurance.  You would be considered uninsured when you have none of the following:
1.
Commercial insurance coverage

2.
A self-insurance fund

3.
Fund equity reserved for self-insurance under 5705.13 (A) (2)

4.
Participates in a self-insurance pool

5.
Annual appropriations for claims costs reasonably sufficient to cover those costs.

There is no requirement to disclose a lack of health insurance coverage.  Health insurance coverage is an employee benefit; failing to insure health coverage is a risk for employees, not a direct risk to a subdivision.  Conversely, you should disclose if you have contractually agreed to cover employee health costs.  Such costs are often significant and therefore of interest to financial statement readers.

The two-year comparison of cash and investments vs. actuarial-liabilities is a useful measurement of the adequacy of your funding methods / formulas.  A significant excess of liabilities over assets or a trend showing a deteriorating excess of assets should warn management and financial statement users that current funding methods / formulas may require modification.  In such instances, management must disclose plans to address the issue.    

If the notes do not address management’s plans regarding a material deficiency of actuarial liabilities greater than related assets, your auditors will consider whether the disclosure is sufficient and whether a going concern contingency exists (see Auditing Standards Section AU-C 705). For going concern, considerations see GASB Codification Section 2250 Starting at Paragraph .117.

While the Auditor of State believes all subdivisions with significant self-insurance commitments should have an actuary measure the liability annually, the Revised Code does not require this for all subdivisions or all types of insurance (see Appendix 2 in Bulletin 2001-05).  If the Revised Code requires the measurement, but you elect not to comply, you would be unable to prepare the comparison of assets with actuarial liabilities, and your auditors would need to consider (1) qualifying their financial statement opinions for an inadequate disclosure and (2) reporting a material noncompliance finding in the report on compliance and internal controls required by Government Auditing Standards.
However, if the Revised Code does not require you to actuarially measure your liabilities, the lack of an actuarial disclosure would not affect auditors’ reports.  The disclosure could still describe the funding methods.  You should also disclose if you were unable to pay claims in a timely manner. 

[Note: Use only the paragraphs that apply.  Some of the descriptions below are mutually exclusive, so you must make appropriate modification.] 
[If the footnote at the link above is not for the fiscal year you are reporting, please obtain the necessary information from these risk management agencies, as applicable.  If the footnote information is not available for your fiscal year from these agencies, use the most recent information available and add a note in your footnote the time period of the information reported and indicate it is the most recent information available at the time the footnotes were prepared.] 
Note 9 - Defined Benefit Pension Plan Includes Information for 2015
Plan Description – Ohio Public Employees Retirement System (OPERS)

Note:  This shell includes state and local division, public safety division and law enforcement division.  The note should be customized to include only the divisions in which your local government participates.  
The OPERS portion of the note presents information for the traditional plan only; it will need to be edited to include the combined plan and member-directed plan if needed or material. 

Plan Description – Library  employees, other than XXXX, participate 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 and the combined plan is a cost-sharing, multiple-employer defined benefit pension plan with defined contribution features.  While members (e.g. Library employees) may elect the member-directed plan and the combined plan, substantially all employee members are in OPERS’ traditional plan; therefore, the following disclosure focuses on the traditional pension plan.
OPERS provides retirement, disability, survivor and death benefits, and annual cost of living adjustments to members of the traditional plan.  Authority to establish and amend benefits is provided by Chapter 145 of the Ohio Revised Code.  OPERS issues a stand-alone financial report that includes financial statements, required supplementary information and detailed information about OPERS’ fiduciary net position that may be obtained by visiting https://www.opers.org/financial/reports.shtml, by writing to the Ohio Public Employees Retirement System, 277 East Town Street, Columbus, Ohio 43215-4642, or by calling 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):


[image: image10.emf]Group A Group B Group C

Eligible to retire prior to 20 years of service credit prior to Members not in other Groups

January 7, 2013 or five years January 7, 2013 or eligible to retire and members hired on or after

after January 7, 2013 ten years after January 7, 2013 January 7, 2013

State and Local State and Local State and Local

Age and Service Requirements: Age and Service Requirements: Age and Service Requirements:

Age 60 with 60 months of service credit Age 60 with 60 months of service credit Age 57 with 25 years of service credit

or Age 55 with 25 years of service credit or Age 55 with 25 years of service credit or Age 62 with 5 years of service credit

Formula: Formula: Formula:

2.2% of FAS multiplied by years of 2.2% of FAS multiplied by years of 2.2% of FAS multiplied by years of

service for the first 30 years and 2.5% service for the first 30 years and 2.5% service for the first 35 years and 2.5%

for service years in excess of 30 for service years in excess of 30 for service years in excess of 35

Public Safety Public Safety Public Safety

Age and Service Requirements: Age and Service Requirements: Age and Service Requirements:

Age 48 with 25 years of service credit Age 48 with 25 years of service credit Age 52 with 25 years of service credit

or Age 52 with 15 years of service credit or Age 52 with 15 years of service credit or Age 56 with 15 years of service credit

Law Enforcement Law Enforcement Law Enforcement

Age and Service Requirements: Age and Service Requirements: Age and Service Requirements:

Age 52 with 15 years of service credit Age 48 with 25 years of service credit Age 48 with 25 years of service credit

or Age 52 with 15 years of service credit or Age 56 with 15 years of service credit

Public Safety and Law Enforcement Public Safety and Law Enforcement Public Safety and Law Enforcement

Formula: Formula: Formula:

2.5% of FAS multiplied by years of 2.5% of FAS multiplied by years of 2.5% of FAS multiplied by years of

service for the first 25 years and 2.1% service for the first 25 years and 2.1% service for the first 25 years and 2.1%

for service years in excess of 25 for service years in excess of 25 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.

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

2015 Statutory Maximum Contribution Rates

Employer 14.0 % 18.1 % 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.


Employer contribution rates are actuarially determined and are expressed as a percentage of covered payroll.  

The Library’s contractually required contribution was $XXX,XXX for year 2015.  

Note 10 - Postemployment Benefits Includes information for 2015
Ohio Public Employees Retirement System
Plan Description - The 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.

OPERS maintains two cost-sharing, multiple-employer defined benefit postemployment health care trusts, which fund multiple health care plans including medical coverage, prescription drug coverage, deposits to a Health Reimbursement Arrangement and Medicare Part B premium reimbursements, to qualifying benefit recipients of both the traditional pension and the combined plans.  Members of the member-directed plan do not qualify for ancillary benefits, including OPERS sponsored health care coverage. 

In order to qualify for postemployment health care coverage, age and service retirees under the traditional pension and combined plans must have twenty 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 45.  See OPERS’ CAFR referenced below for additional information.

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

Disclosures for the health care plan are presented separately in the OPERS financial report.  Interested parties may obtain a copy by visiting https://www.opers.org/financial/reports.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 postemployment health care through their contributions to OPERS.  A portion of each employer’s contribution to OPERS is set aside to fund OPERS health care plans.  

Employer contribution rates are expressed as a percentage of the earnable salary of active members.  In 2015, state and local employers contributed at a rate of 14.0 percent of earnable salary and public safety and law enforcement employers contributed at 18.1 percent.  These are the maximum employer contribution rates permitted by the Ohio Revised Code.  Active member contributions do not fund health care.

OPERS maintains three health care trusts.  The two cost-sharing, multiple employer trusts, the 401(h) Health Care Trust and the 115 Health Care Trust, work together to provide health care funding to eligible retirees of the Traditional Pension and Combined plans.  The third trust is a Voluntary Employee’s Beneficiary Association (VEBA) that provides funding for a Retiree Medical Account for Member-Directed Plan members.  Each year, the OPERS Board of Trustees determines the portion of the employer contributions rate that will be set aside to fund health care plans.  The portion of employer contributions allocated to health care for members in the Traditional Pension Plan and Combined Plan was 2.0 percent during calendar year 2015.  As recommended by OPERS’ actuary, the portion of employer contributions allocated to health care beginning January 1, 2016 remained at 2.0 percent for both plans.  The Board is also authorized to establish rules for the retiree or their surviving beneficiaries to pay a portion of the health care provided.  Payment amounts vary depending on the number of covered dependents and the coverage selected.  The employer contribution as a percentage of covered payroll deposited to the VEBA for participants in the Member-Directed Plan for 2015 was 4.5 percent.  

Substantially all of the Library’s contribution allocated to fund postemployment health care benefits relates to the cost-sharing, multiple employer trusts.  The corresponding contribution for the years ended December 31, 2015, 2014, and 2013 was $xx,xxx, $xx,xxx, and $xx,xxx, respectively.  For 2015, xx percent has been contributed with the balance being reported as an intergovernmental payable.  The full amount has been contributed for 2014 and 2013.
Note 11 - Debt
[Review GASB Codification 1500, Reporting Liabilities, paragraph .129 Debt Obligations for guidance.  Delete footnote if your Library does not have Debt.]
Note: County library districts and regional library districts can issue any securities authorized by ORC 133.  Other libraries can only issue TANs & RANs, though they may have debt issued by the taxing authority of the subdivision to whose jurisdiction the Library is subject.  In such instance, the debt is normally a liability of the taxing authority, not the library.  Such debt should not be listed here as a library liability.  However, consider disclosing that the debt has been issued on the library’s behalf, and whether the library has any contingent obligation for repayment.]
Notes Payable

A summary of the note transactions for the year ended December 31, 20CY, follows:


[image: image12.emf]Outstanding Outstanding

December 31, 20PY Additions Deletions December 31, 20CY

Governmental Activities

2009   1.5%

Revenue Anticipation Note $0


(Describe the purpose for which the note was issued, source of funding for repayment, maturity date, and amounts due within one year.  Provide a payment schedule if the notes are to be repaid over multiple years.)  
Construction and Improvement of Facilities
In 20X1, the Board of Library Trustees of XYZ Public Library submitted to XYZ School District a bond issue to be used for improvements to the Library System.  Ohio Local School District serves as the taxing authority and issues tax related debt on behalf of the Library, although their role is limited to a ministerial function.  The determination to request approval of a tax levy, the rate, and the purpose are discretionary decisions made solely by the Library Board of Trustees.

With approval of the bond issue in 20X1, the School District issued bond anticipation notes for Library improvements in the amount of $X,XXX,XXX in 20X1 and  $X,XXX,XXX in 20X2.  During 20X2, the notes were rolled into bonds.  Because the bonds are general obligation of XYZ School District, the long-term obligation is excluded from the general long-term obligations of the Library.  The receipt and expenditure of the proceeds from the property tax levy for the retirement of the debt is reflected in the School District’s bond retirement fund.   As of June 30, 20CY (the latest information available) principal outstanding was $____________.
Leases

(Disclose material leases.  Under the Library’s modified cash basis of accounting, there is no distinction between the reporting for a capital lease and an operating lease.)
The Library leases buildings, vehicles and other equipment under noncancelable leases.  The Library disbursed $___________ to pay lease costs for the year ended December 31, 20CY.  Future lease payments are as follows (next five years individually then five year increments):
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20XX $0

20XX 0

20XX 0

20XX 0

20XX 0

20XX-20XX 0

Total $0


Note 12 – Construction and Contractual Commitments

Identify any potentially significant outstanding construction or other contractual commitments.  

Note 13 – Contingent Liabilities

(Modify as needed.  Review GASB Codification 1500, Reporting Liabilities, paragraph .125 for guidance.  Briefly describe potentially material suits.  Include the range of potential loss.  However, avoid naming plaintiffs.  Allow legal counsel to review your draft language.)
(Modify or delete as appropriate.)   The Library is defendant in several lawsuits.  Although management cannot presently determine the outcome of these suits, they believe the resolution of these matters will not materially adversely affect the Library’s financial condition.

(Include the following paragraph only if grants were received.)  Amounts grantor agencies pay to the Library are subject to audit and adjustment by the grantor, principally the federal government. Grantors may require refunding any disallowed costs.  Management cannot presently determine amounts grantors may disallow.  However, based on prior experience, management believes any refunds would be immaterial.

Note 14 – Joint Ventures

A joint venture is a legal entity or other organization that results from a contractual arrangement and that is owner, operated, or governed by two or more participants as a separate and specific activity subject to joint control, in which that participants retain (a) an ongoing financial interest or (b) and ongoing financial responsibility. See GASB Statements 14 and 39, and GASB Codification J50 paragraph .102.
Include a general description of each joint venture that includes the following:

Describe any ongoing financial interest.

Describe any ongoing financial responsibility.

Provide information to allow users of the financial statements to evaluate whether the joint venture is accumulating significant financial resources or is experiencing fiscal stress that may cause an additional financial benefit or burden for the Library in the future.

Provide information on related party transactions.
Note 21 – Jointly Governed Organizations
A jointly governed organization is a regional government or other multigovernmental arrangement that is governed by representatives from each of the governments that create the organization, but that is not a joint venture because the participants do not retain an ongoing financial interest or responsibility. See GASB Statements 14 and 39, and GASB Codification J50 paragraph .111.
Include a general description of each jointly governed organization and provide information on related party transactions.
Note 22 – Public Entity Risk Pool

If the Library participates in a public entity risk pool, it should describe that arrangement.  That description should specifically address the rights and responsibilities of the Library and the pool and the composition of the governing board.
Note 23 – Related Organizations

A related organization is an organization, for which the Library is accountable because the Library appoints a voting majority of the board, but is not financially accountable.  This note should disclose the nature of the Library’s accountability for any related organization and any related party transactions. See GASB Statements 14 and 39, and GASB Codification 2600 paragraph .128.
This note should disclose the nature of the Library’s accountability for any related organization and any related party transactions.
Note 18 – Related Party Transactions

GASB Codification Section 2250 Starting at Paragraph .102
Related party transactions are transactions that an informed observer might reasonably believe reflects considerations other than economic self-interest based upon the relationship that exists between the parties to the transactions.  The term is often used in contrast to an arm’s length transaction.  The notes should disclose the terms of material related party transactions.  See GASB 56 for further guidance.
Example:  A Library Trustee is part owner of a company from which the Library acquired (described acquisition briefly) during the year.  The Library paid $XXX for this acquisition.  The Library also uses office space a Library Trustee donated.  

Significant* related party transactions must be disclosed.  They may be indicative of ethics or other violations, but that is not the purpose of disclosing related party transactions.  Related party transactions require disclosure because the reported amount of a transaction not conducted at arms-length may not be indicative of its true value, and may mislead readers about the Library’s ongoing ability to obtain or provide these goods or services if it must repay (or receive) fair value for them in future years.

A transaction may be “significant” when the dollar amount is immaterial, if it does not represent the fair value of the transaction.  For example, a government may rent a facility to a related party for $1 per year.
Note 19 – Fund Balances

Fund balance is classified as nonspendable, restricted, 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:  (See the Fund Balance Classification Worksheet contained in the OCBOA shells to identify purposes.)
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Fund Governmental

Fund Balances General Name Funds Total

Nonspendable

Prepaids $0

Inventory 0

Total Nonspendable 0 0 0 0

Restricted for

Summer Reading Program 0

Debt Service 0

Capital Improvements 0

Total Restricted 0 0 0 0

Committed to

add description as needed 0

Assigned to

add description as needed 0

Unassigned (Deficit) 0

Total Fund Balances $0 $0 $0 $0


In addition to the above fund balance constraints, the Library has a General Fund budget stabilization arrangement that does not meet the criteria to be classified as restricted or committed. Pursuant to Ohio

Revised Code Section 5705.13, the Library established a budget stabilization by resolution to provide options to respond to unexpected issues and afford a buffer against shocks and other forms of risk such as

revenue volatility, unexpected infrastructure failure, or disaster situations. Expenditures of a recurring nature are not addressed through the use of this arrangement. The Library Trustees authorized the funding of this arrangement as resources become available in the General Fund. The fund balance should not exceed 30 percent of the General Fund average revenues. The balance in the reserve at December 31, 2015, is $XXX.
Note 20 – Subsequent Events

Identify any event occurring after the end of the year that significantly affects the financial condition of the Library (debt issue, tax levy, etc.).  See GASB 56 for further guidance.
Note 21 – Change in Basis of Accounting and Restatement of Net Position/Fund Equity
Last year, the Library reported fund financial statements by fund type using the regulatory basis of accounting as prescribed by the State Auditor’s Office.  This year the Library has implemented the modified cash basis of accounting described in Note 2.  The fund financial statements now present each major fund in a separate column with nonmajor funds aggregated and presented in a single column, rather than a column for each fund type.

(Modify or delete the following narrative and tables, as appropriate, given the Library’s choices regarding the reporting of inventory, prepaid items, interfund receivables (payables), capital assets, and long-term debt.)
As described in Note 2, the Library made the following modifications to the cash basis of accounting in implementing the modified cash basis of accounting 

[image: image15.emf]Other Total

Fund Governmental Governmental

General Name Funds Funds

Fund Balance December 31, 20PY $0

Adjustments:

    Inventory 0

    Prepaid Items 0

    Interfunds 0

Adjusted Fund Balance

    December 31, 20PY $0 $0 $0 0

Government Wide Financial Statement Adjustments:

    Capital Assets

    Long-Term Debt

    Net Pension Liability

    Internal Service Fund - Internal Balance

    Internal Service Fund - Governmental Portion

    Internal Service Fund - External Portion

Governmental Activities Net Position December 31, 20PY $0


The restatement of the business-type activities is as follows:


[image: image16.emf]Total

Fund Fund Business-Type

Name Name Activities

Fund Equity,

    December 31, 20PY $0

Adjustments:

    Inventory 0

    Prepaid Items 0

    Capital Assets 0

    Interfunds 0

    Notes Payable 0

    Net Pension Liability 0

    Long-Term Liabilities 0

Adjusted Fund Equity

    December 31, 20PY $0 $0 0

Internal Service Fund - Internal Balance

Adjusted Net Position, Business-Type

    Activities, December 31, 20PY $0


Note 22 – Capital Assets

(Even if the Library chooses not to report and depreciate capital assets resulting from cash transactions in the financial statements, the Auditor of State’s Office encourages reporting capital asset activity in the notes to the financial statements to demonstrate compliance with OAC 117-2-02.)
Capital asset activity for the year ended December 31, 20CY, was as follows:

[image: image17.emf]Balance Balance

12/31/20PY Additions Deductions 12/31/20CY

Governmental Activities

Nondepreciable Capital Assets,

Land $0

Construction in Progress 0

Total Nondepreciable Capital Assets, 0 0 0 0

Depreciable Capital Assets

Land Improvements 0

Buildings 0

Building Improvements 0

Equipment 0

Vehicles 0

Total Depreciable Capital Assets 0 0 0 0

Less Accumulated Depreciation

Land Improvements 0

Buildings 0

Building Improvements 0

Equipment 0

Vehicles 0

Total Accumulated Depreciation 0 0* 0 0

Total Depreciable Capital Assets 0 0 0 0

Total Governmental Activities

  Capital Assets, Net $0 $0 $0 $0


* Depreciation expense was charged to the governmental activities as follows:

[image: image18.emf]Library Services:

    Public Services and Programs

    Collection Development and Processing

Support Services:

    Facilities Operations and Maintenance

    Information Services Support

    Business Administration

Total Governmental Depreciation Expense $0


(Delete if no Business-Type Activities)


[image: image19.emf]Balance Balance

12/31/20PY Additions Deductions 12/31/20CY

Business-Type Activities

Nondepreciable Capital Assets

Land $0

Construction in Progress 0

Total Nondepreciable Capital Assets 0 0 0 0

Depreciable Capital Assets

Land Improvements 0

Buildings 0

Building Improvements 0

Equipment 0

Vehicles 0

Total Depreciable Capital Assets 0 0 0 0

Less Accumulated Depreciation

Land Improvements 0

Buildings 0

Building Improvements 0

Equipment 0

Vehicles 0

Total Accumulated Depreciation 0 0 0 0

Total Depreciable Capital Assets,  Net 0 0 0 0

Total Business-Type Activities

  Capital Assets, Net $0 $0 $0 $0


Note 23 – Component Units

Users should be able to distinguish between information pertaining to the library (including its blended component units) and that of its discretely presented component units.

Notes should encompass major discretely presented component units considering the unit’s significance relative to the total discretely presented component units and the nature and significance of the unit’s relationship to the library.  Determining which discretely presented component unit disclosures are essential to fair presentation is a matter of professional judgment and should be done on a component unit-by-component unit basis.  A specific type of disclosure might be essential for one component unit but not for another depending on the component unit’s significance relative to the total component units and the individual component unit’s relationship with the library.
Component unit information included in other notes need not be repeated in this note.
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Sheet1

		Year				Amount

		20XX				$0

		20XX				0

		20XX				0

		20XX				0

		20XX				0

		20XX-20XX				0

		2023-2025				0

		Total				$0
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								Carrying

								Amount				Maturity

		Federal National Mortgage Association Note

		Federal Home Loan Mortgage Corporation Note

		Federal Home Loan Bank Note

		Money Market Mutual Fund

		STAR Ohio										Average XX.X Days

		Total Portfolio						$0
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		Company				Type of Coverage				Coverage

		Indiana Insurance Company				Property

						Commercial Umbrella Liability

						Inland Marine

						Crime

						Extra Expense

						General Liability, in aggregate

						General Liability, per occurrence

						Fleet Insurance, single limit

						Fleet Insurance, uninsured

		Cincinnati Insurance				Employee Dishonesty

		St. Paul Travelers Insurance				Boiler and Machinery

						Spoilage

						Water Damage

						Hazardous Substance

						Ammonia Contamination

						Off Premises Services Interruption

		Ohio Casualty				Public Officials Bond
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								State								Public								Law								Public								Law

								and Local								Safety								Enforcement								Safety								Enforcement

		2015 Statutory Maximum Contribution Rates

		Employer						14.0		%						18.1		%						18.1		%						18.1		%						18.1		%

		Employee						10.0		%						12.0		%						12.0		%						*								**



		2015 Actual Contribution Rates

		Employer:

				Pension				12.0		%						14.1		%						14.1		%						16.1		%						16.1		%

				Post-employment Health Care Benefits				2.0								4.0								4.0								2.0								2.0



		Total Employer						14.0		%						18.1		%						18.1		%						18.1		%						18.1		%



		Employee						10.0		%						11.5		%						12.1		%						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.
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Sheet1

												Investment Maturities (in Years)

								Carrying				Less												More

								Amount'				than 1				1-2				3-5				than 5

				Repurchase Agreements				$0				$0				$0				$0				$0

				U.S. Treasury Bills

				Commercial Paper

		Federal Home Loan

		Mortgage Corporation Notes

		Federal Home Loan Bank Notes

		Federal National Mortgage

		Association Notes

		Repurchase Agreements

		Money Market Mutual Fund

		STAR Ohio

				Total Investments				$0				$0				$0				$0				$0
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												Other				Total

								Fund				Governmental				Governmental

				General				Name				Funds				Funds



		Fund Balance December 31, 20PY														$0

		Adjustments:

		    Inventory														0

		    Prepaid Items														0

		    Interfunds														0



		Adjusted Fund Balance

		    December 31, 20PY		$0				$0				$0				0



		Government Wide Financial Statement Adjustments:

		    Capital Assets

		    Long-Term Debt

		    Net Pension Liability

		    Internal Service Fund - Internal Balance

		    Internal Service Fund - Governmental Portion

		    Internal Service Fund - External Portion



		Governmental Activities Net Position December 31, 20PY														$0































Sheet2






Sheet1

												Total

				Fund				Fund				Business-Type

				Name				Name				Activities



		Fund Equity,

		    December 31, 20PY										$0

		Adjustments:

		    Inventory										0

		    Prepaid Items										0

		    Capital Assets										0

		    Interfunds										0

		    Notes Payable										0

		    Net Pension Liability										0

		    Long-Term Liabilities										0



		Adjusted Fund Equity

		    December 31, 20PY		$0				$0				0



		Internal Service Fund - Internal Balance



		Adjusted Net Position, Business-Type

		    Activities, December 31, 20PY										$0















































Sheet2






_1387625473.xls
Sheet1

						Outstanding												Outstanding

						December 31, 20PY				Additions				Deletions				December 31, 20CY

		Governmental Activities

		2009   1.5%

		Revenue Anticipation Note																$0
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Sheet1

						Percentage of

		Investment Issuer				Investments

		Federal National Mortgage Association Note						%

		Federal Home Loan Mortgage Corporation Note

		Federal Home Loan Bank Note

		Federal Farm Credit Bank Notes				0.00

		STAR Ohio				0.00

		Total				0.00		%






Sheet1

				Balance												Balance

				12/31/20PY				Additions				Deductions				12/31/20CY

		Governmental Activities

		Nondepreciable Capital Assets,

		Land														$0

		Construction in Progress														0

		Total Nondepreciable Capital Assets,		0				0				0				0

		Depreciable Capital Assets

		Land Improvements														0

		Buildings														0

		Building Improvements														0

		Equipment														0

		Vehicles														0

		Total Depreciable Capital Assets		0				0				0				0

		Less Accumulated Depreciation

		Land Improvements														0

		Buildings														0

		Building Improvements														0

		Equipment														0

		Vehicles														0

		Total Accumulated Depreciation		0				0		*		0				0

		Total Depreciable Capital Assets		0				0				0				0

		Total Governmental Activities

		  Capital Assets, Net		$0				$0				$0				$0
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						Balance												Balance

						12/31/20PY				Additions				Deductions				12/31/20CY

		Business-Type Activities

		Nondepreciable Capital Assets

		Land																$0

		Construction in Progress																0

		Total Nondepreciable Capital Assets				0				0				0				0

		Depreciable Capital Assets

		Land Improvements																0

		Buildings																0

		Building Improvements																0

		Equipment																0

		Vehicles																0

		Total Depreciable Capital Assets				0				0				0				0

		Less Accumulated Depreciation

		Land Improvements																0

		Buildings																0

		Building Improvements																0

		Equipment																0

		Vehicles																0

		Total Accumulated Depreciation				0				0				0				0

		Total Depreciable Capital Assets,  Net				0				0				0				0

		Total Business-Type Activities

		  Capital Assets, Net				$0				$0				$0				$0
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														Other

										Fund				Governmental

		Fund Balances				General				Name				Funds				Total

		Nonspendable

		Prepaids																$0

		Inventory																0

		Total Nonspendable				0				0				0				0

		Restricted for

		Summer Reading Program																0

		Debt Service																0

		Capital Improvements																0

		Total Restricted				0				0				0				0

		Committed to

		add description as needed																0

		Total Committed				0				0				0				0

		Assigned to

		add description as needed																0

		Total Assigned				0				0				0				0

		Unassigned (Deficit)																0

		Total Fund Balances				$0				$0				$0				$0
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		Library Services:

		    Public Services and Programs

		    Collection Development and Processing

		Support Services:

		    Facilities Operations and Maintenance

		    Information Services Support

		    Business Administration



		Total Governmental Depreciation Expense				$0
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		Real Property

		Public Utility Personal Property

		Total				$0
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						Estimated

						Useful

		Description				Lives



		Land Improvements				xx - xx years

		Buildings				xx - xx years

		Building Improvements				xx - xx years

		Equipment				xx - xx years

		Vehicles				xx - xx years

		Description








