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Independent Auditor's Report

To the Board of Directors
Baker County Library District
2400 Resort Street

Baker City, Oregon

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Baker County Library District, Baker City, Oregon, as of and for the year
ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the basic financial
statements as listed in the table of contents.

Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and

maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor's Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that

we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity's preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities and each major fund of Baker County Library District, as of June 30, 2015, and the
respective changes in financial position for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Emphasis of Matter

We have previously audited the District's June 30, 2014 financial statements, and we expressed an unqualified opinion
in our report dated December 31, 2014. In our opinion, the summarized comparative information presented herein as of
and for the year ended June 30, 2014 is consistent, in all material respects, with the audited financial statements from
which it has been derived, except for the following: as discussed in Note 1 to the financial statements, the District has
implemented GASB Statement No. 68. In the application of GASB 68, the prior year summarized totals in the
Statement of Net Position have been restated to reflect the accrued pension liability and net deferred outflow of pension

costs. However, information is not available to appropriately restate the Statement of Activities. Our opinion is not
modified with respect to this matter.

2790 Main Street Members of 1005 Adams Avenue
Baker City, OR 97814 American Institute of Certified Public Accountants La Grande, OR 97850

541-523-4471 Oregon Society of Certified Public Accountants 541-963-6009
541-523-3340 fax visit us at www.glbm.net 541-963-5589 fax
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United State of America require that the management's discussion and
analysis, as listed in the table of contents, be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures
to the required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management'’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

The budgetary comparison schedules presented as Required Supplementary Information, as listed in the table of
contents, have been subjected to the auditing procedures applied in the audit of the basic financia! statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America, and in
our opinion are fairly stated in all material respects in relation to the basic financial statements as a whole.

Other Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Baker County Library District's financial statements. The other supplementary information listed in the table of contents
is presented for purpose of additional analysis and is not a required part of the basic financial statements.

The other supplementary information as listed in the table of contents is the responsibility of management and is derived
from and relates directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America.

In our opinion, the information is fairly stated in all material respects in relation to the financial statements as a whole.

Report on Other Legal and Regulatory Requirements

In accordance with Minimum Standards for Audits of Oregon Municipal Corporations, we have also issued our report
dated December 16, 2015, on our consideration of compliance with certain provisions of laws and regulations, including
the provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules. The purpose of that report is
to describe the scope of our testing of compliance and the results of that testing and not to provide an opinion on
compliance.
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Baker County Library District
MANAGEMENT’S DISCUSSION AND ANALYSIS

The management of the Baker County Library District (Library District) offers readers of the Library
District's financial statements this narrative overview and analysis of the financial activities for the fiscal
year ended June 30, 2015. The Library District’s financial statements and notes to the financial
statements, which follow should be considered in reading the information presented.

Financial Highlights

Assets of the Baker County Library District exceeded its liabilities at the close of the most recent fiscal
year by $1,983,685 (net position). The Library District's total net position increased by $134,722 over
the prior fiscal year. The increase consisted of an increase in the year-end cash balance of $58,187 and
other adjustments primarily related to the implementation of GASB 68. Combined total assets increased
$147,990 with an increase in year-end cash, again, of $58,187 and an increase in property taxes
receivable of $9,618 over the prior fiscal year. The largest increase was $129,225 the District’s portion
of a pension asset related to the implementation of GASB 68, which is explained in more detail in the
financial statement footnotes. The total capital assets decreased $74,487, the net of depreciation
expense of $78,233 and asset purchases of $3,746. Building & Improvements decreased $66,812 due to
depreciation expense. Furniture, fixtures and equipment decreased $2,618 with depreciation exceeding
additions. Vehicles decreased by $5,057 due to depreciation expense. Prepaid expense increased by
$4,992 for the General Fund and a similar receivable from Sage Fund of $19,454. Both of these items
are related to electronic deposits for payroll which the General Fund transmits for both funds and Sage
Fund reimburses its portion of the transaction and payroll expenses.

At the close of the current fiscal year, the Baker County Library District's governmental funds reported
combined ending fund balance (modified accrual) of $349,638. The Special Revenue — Other Uses
Funds balance of $158,577 represents funds that are restricted, committed and assigned either by outside
parties or management. The General Fund balance of $191,061 represents funds that are restricted of
$16,976 and unassigned of $174,085 which is the amount that assets exceed liabilities. The combined
ending fund balance at the end of the previous fiscal year was $307,122.

The General Fund contains the only funds available for discretionary spending, with a current balance of
$174,085 in unassigned fund balance. This unassigned fund balance shows an increase of $15,961 in
the ending fund balance in the General Fund over the previous fiscal year, which was $158,124 on the
modified accrual basis. Combining assets in cash of $237,515, property taxes receivable of $87,192,
prepaid expenses $27,496, Sage fund receivable of $19,454 for electronic payroll and taxes, and other
current assets of $4,759 with liabilities of $185,3535, the General Fund ending balance is $191,061. This
represents an increase in assets of $84,383 and an increase in liabilities of $51,446 over the last fiscal
year. The increase in assets is due to multiple factors, cash increased by $47,912, property taxes
receivable increased by $9,618, receivables increased $22,161, and prepaid expenses increased $4,992
for payroll. The overall change in liabilities was largely due to an increase in wages payable of $14,885
representing both General and Sage funds. Other factors included an increase of property taxes
receivable $9,618, an increase in accounts payable $714 and payroll taxes payable increased $9,946.




Baker County Library District
Management’s Discussion and Analysis, Continued

Overview of the Financial Statements

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

Government-wide financial statements. These statements are designed to provide readers with a
broad overview of the Baker County Library District's finances in a manner similar to a private-sector
business.

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

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

Both of the government-wide financial statements report pension information for the first time on the
full accrual basis with the implementation of a new Governmental Accounting Standards Board
Statement No 68 (GASB 68) (Accounting and Financial Reporting for Pensions — an Amendment of
GASB Statement No 27). The statements also include a restatement of the prior period net position. A
complete explanation can be found in Note 11 on pages 26-29 of this report.

The government-wide financial statements report functions of the Baker County Library District that are
principally supported by taxes and intergovernmental revenues and are considered governmental
activities. These governmental activities reported as full accrual numbers (see pages 10-11) yielded a
total of $986,821 in revenues. Revenues from property taxes of $929,744 represent 94% of total District
revenues. The charges for services of $15,974 (2% of revenues) are incidental cost-recovery for printing
and faxing activities, sale of computer memory devices for in-house use, and fines for overdue materials.
There are no charges for borrowing materials unless a person does not return them as agreed.
Contributions, interest and miscellaneous revenues for the year totaled $41,103 (4% of revenues).

The governmental activities of the Baker County Library District are the provision of print and media
materials, and some educational programming activities, to the general public. The government-wide
financial statements can be found on pages 10-11 of this report.




Baker County Library District
Management’s Discussion and Analysis, Continued

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The Baker County Library
District, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

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

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

The Baker County Library District maintains two individual governmental funds. Information is
presented separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures, and changes in fund balances for each fund.

The Baker County Library District adopts an annual appropriated budget for each of its funds. A
budgetary comparison statement for each fund has been provided to demonstrate compliance with the
budget. This information can be found in the required supplementary information section.

The basic governmental fund financial statements can be found in the Basic Financial Statement section.

Agency funds are used to account for resources held by the District in a purely custodial capacity for
another entity. On June 17, 2014, the Library District agreed to act as the fiscal agent for the Sage
Library System at the request of the Sage User Council beginning on July 1, 2014. These funds are not
available to support library operations. The Library District is the fiscal agent, administering the funds
to operate activities for this council of regional libraries. (See reporting on page 16 and Note 1 on page
18.)

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found behind the fund financial statements in the Basic Financial
Statement section.

Required supplementary information. This section contains a statement of revenues, expenditures and
changes in fund balance for each of the governmental funds on the modified accrual basis. These
statements compare the budget with actual expenditures.
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Baker County Library District
Management’s Discussion and Analysis, Continued

Government-wide financial analysis. As noted earlier, net position may serve over time as a useful
indicator of a government's financial position. In the case of the Baker County Library District, assets
exceeded liabilities by $1,983,685 at the close of the fiscal year (fitll accrual method).

The largest portion of the Baker County Library District's assets reflect its investment in capital assets
(land, buildings, vehicles, and equipment). The District uses these capital assets to provide services to
citizens; consequently, these assets are not available for future spending.

A portion of the Baker County Library District's net assets represents resources that are subject to
external restrictions on how they may be used. The remaining balance of unassigned net assets may be
used to meet the government's ongoing obligations to citizens and creditors. Net position shows a
balance $109,870 for unassigned net assets and $158,577 for committed net assets.

Net Position

Fiscal Year Fiscal Year
2013-2014 2014-2015
Current assets $ 441,055 $ 534,993
Net pension asset 0 129,225
Capital assets 1,789,725 1,715,238
Deferred outflows, pensions 47,143 46,457
Total assets 2,277,923 2425913
Current labilities 114,756 166,721
Net pension liability 290,929 -
Long-term liabilities 23,275 21,646
Deferred inflows, pensions - 253.861
Total liabilities 428,960 442.228
Invested in capital assets,
Net of related debt 1,789,725 1,715,238
Unassigned, reported in
General fund, unrestricted 154,026 109,870
Change in accounting principle  (243,786) -
Committed to special uses 148.998 158.577
Total net position $1.848.963 $1.983.685

The District's current fiscal year net position increased by $134,722 over the prior fiscal year. The
increase was due to an increase in cash and fund balances, and adjustments for GASB 68
implementation. The change in net position is reported on page 11 of this report.

Governmental funds. Governmental funds combined fund balance increased by $42,516. The fund
balance of the General Fund increased by $32,937 while the Other Uses Funds increased by $9,579.
The changes in fund balances are reported on page 14 of this report.

The modified accrual basis statements (Fund Financial Statements, pages 12 and 14) are reconciled with
the full accrual statements (Government-wide Financial Statements, pages 10-11) on pages 13 and 15.




Baker County Library District
Management’s Discussion and Analysis, Continued

On the modified accrual method, the District has combined fund balance of $191 ,061 with the
unassigned portion of $174,085 in the General Fund at fiscal year-end.

Summary of Revenues, Expenditures and
Changes in Fund Balance for General Fund

Variance
Favorable
Budget Actual (Unfavorable)
Total Revenues $978.645 $964.017 $(14.628)
Expenditures:
Personal Services 628,350 624,326 4,024
Materials & Supplies 298,065 296,254 1,811
Debt Service 2,000 2,000 0
Capital Outlay 100 0 100
Contingency 231,630 0 231,630
Total Expenditures 1.160.145 922.580 237.565
Revenues Over (Under) Expenditures (181,500) 41,437 222937
Other Financing Sources (Uses) (8.500) (8.500) 0
Revenues Over (Under) Expenditures
And Other Financing Uses (1590,000) 32,937 222,937
Fund Balances, Beginning 190,000 158,124 (31,876)
Fund Balances, Ending b 0 $191,061 $191.061

The Other Uses Fund comprises all other activities of the District. This "Other Uses Fund" includes the
memorial department, technology department, capital projects department, the literacy coalition funds,
and a provision for severance liability. The Debt Service Fund, which is held separate for repaying the
bond from special tax levies, has been closed since the District currently does not have bonded debt.

Economic Factors and Next Year's Budget. The District has a five-year local option tax of 0.249 (that
was renewed in May 2011, effective through June 30, 2017) in addition to its permanent rate of 0.5334.
The District will lose a small percentage of collections on its permanent rate due to compression by
overlapping taxing districts, which share proportionally in the loss of collections where the combined
total of authority exceeds $10 per $1,000 Total Assessed Value (TAV). In the areas of the District that
are already compressed with permanent tax rates, the local option tax may either be partially collectible
or not at all.

The total budget for operations remained relatively flat in the upcoming fiscal year with the budget
increasing for fiscal year 2015-2016 to $1,249,527 as compared to fiscal year 2014-2015 of $1,172,645
(including adopted changes). The local option levy voters approved was for operating funds to continue
library services at the current service level. The contingency reserve goal of $200,000 was realized in
the prior year and has been preserved in the current budget. The contingency accumulation is intended
to achieve the goal of greater fiscal stability and at the same time eliminate the need for borrowing
operating funds in October until property tax revenues are received in early November.

In the Fiscal Year 2015-2016 budget, Personal Services increased at 13.1% over Fiscal Year 2014-2015
with effort given to maintain current personnel and public service levels. The District changed group
health insurance carriers (effective June 2015) in an effort to ease the financial burden rising costs of
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