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Independent Auditor’s Report

To the Board of Trustees
Lexington Public Library
140 East Main Street
Lexington, Kentucky 40507

We have audited the accompanying financial statements of the governmental activities, the business-typs
activities, each major fund, the aggregate discretely presented component unit and the aggregate remaining fund
information of the Lexington Public Library, a component unit of Lexington-Fayette Urban County
Government, as of and for the year ended June 30, 2010 as listed in the table of contents. The prior year
comparative information has been derived from the Library’s 2009 financial statements and, in our report dated
October 7, 2009, we expressed unqualified opinions on the respective financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information. Thesc -
financial statements are the respensibility of the Library's management. Our responsibility is to express opinions
on these financial statements based on our audit. ' :

We conducted our audit in accordance with auditing standards generally accepted in the Urited States of
America and the standards applicable to financial audits contained in Goverrment Auditing Standards, issued by
the Compirolier General of the United States. Those staridards reguire that we plan and perform the audit to-
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An andit also includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, the aggregate
discretely presented component unit and the aggregate remaining fund informatien of the Lexington Public
Library as of June 30, 2010, and the respective changes in financial position, and cash flows, where applicable,
thereof for the year then ended in conformity with accounting principles generally accepted in the United States
of America. : : : ‘

In accordance with Governmeni Auditing Standards, we have also issued our report-dated September 8, 2010 on
our consideration of the Library's internal control over financial reporting and on cur tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that
réport is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal controk over financial reporting or on
compliance. ~That report is an integral part of an audit performed in accordance with Government Auditing

Standards and should be considered in assessing the results of our audit.

150 Flynn Avenue, Suite 100 502.227.9000 Phone Louisviile

P.O. Box 5630 502.227.9400 Fax Lexington

Frankfort, KY 40602 WWW.MCmcpa.com Covington
Frankfort

An Independent Member of Baker Tilly International Bowling Green
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Ta the Board of Trustees
Lexington Public Library
140 East Main Street

Lexington, Kentucky 40507

The Management’s Discussion and Analysis on pages 3 through 9 and the budgetary comparison on page 39 are
not a required part of the basic financial statements, but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of meagurement and presentation
of the required supplementary information. However, we did not audit the information and express no opinion
on it, ‘

Respectfully submitted, . : -
W %,@Z?L% LLpP
Mountjoy Chilton Medley, LLP

September §, 2010



Management’s Discussion and Analysis

June 30, 2010
FINANCIAL HIGHLIGHTS
. The Library made capital investments during the fiscal yéar for equipment and building
improvements, . '
. The Library allocated 10% of its tax revenues for ii.brary.mater'ials.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report includes this management's discussion and analysis report, the independent aunditor’s
report and the basic financial statements, and the budgetary comparison schedule, which is not part of the
basic financial statements, of the Library. The financial statements also include notes that explain in more
detail some of the information in the financial statements. ' ‘

REQUIRED FINANCIAL STATEMENTS

The Library's financial statements present two kinds of statements, each with a different snapshot of the o
- Library's finances. The focus is both the Library as a whole (government-wide) and the individual fund

financial statermnents. The government-wide financial statements provide both long-term and short-term
information about the Library's overall financial status. The fund financial statements focus on individual
funds of the Library, reporting the Library's operations in more detail than the government-wide statements.
Both perspectives (government-wide and fund) allow the user o address relevant questions, broaden the
basis of comparison (year-to- year or government-to-government) and enhance the Library's accountability.

GOVERNMENT-WIDE STATEMENTS

The government-wide statements report information ‘about the Library as a whole using accounting -
methods similar to those used by private-sector companies. One of the most important gyestions asked

about the Library's finances is "Is the Library, as a whole, better off or worse off as a resulf of this year's
activities?™ The Statement of Net Assets and the Statemeni of Activities report information about the

Library's activities in a way that will help answer this question. These statements inciude all assets and"
liabilities using the accrual basis of accounting, which is similar to the accounting used by most private- -

sector comipanies. All of the cwrrent year's revenues and expenses are taken into account regardless of
when cash is received or paid. ' ' ; - '

These two statements report the net assets of the Library and the-changes in net assets.. One can think of
the Library's net assets - the difference between asseéts and [abilities - as one way o measure financial
health or financial position. Over time, increases or decreases in the Library's net assets are one indicator
of whether its financial health is improving or deteriorating, However, one will need t¢ consider other non-
financial factors such as changes in economic conditions, population growth, and new or changed
governmental legislation. : )

In the Statement of Net Assets and the Statement of Activities, we divide the Library into three kinds of
activities.
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Lexington Public Library
Management’s Discussion and Analysis
June 30, 2010

" (Continued)

GOVERNMENT-WIDE STATEMENTS (Continued)

‘Governmental activities - Most of the Library's basic services are reported here. Property taxss, grants and

other income finance most of these activities.

Business-type activities - The Library reports fees for service activities in this fund; this includes video
rentals, copiers and other machines, and garage activity,

Component unit activities - The Library reports denations in this fund.

- FUND FINANCIAL STATEMENTS

Traditional users of government financial statements will find the fund financial statement presentation
more familiar. The focus is now on the Library's funds. The fund financial statements prov:de more

information about the Library’s funds and not the Library as a'whole.

* The Library has three kinds of funds:

Governmental Funds: Most of the Library's basic services are included in governmental finds, which focus
on (1} how cash and other financial assets that can be readily converted to cash flow in and out and (2) the

" balances left at the year end that are available for spending. Consequently, the governmental. funds

statements provide a detailed short-term view that helps the reader determine whether there are more or -
fewer financial résources that can be spent in the near future to finance the Library's programs. Because
this information does not encompass the additional long-term focus of the government-wide statements,
additional information is provided at the bottom of the governmental funds statement that explains the
relationship (or differences) between them : :

Proprietary Funds: Services for which the L1b1a1y charges customers a fee are generally reported in-
proprietary funds. :

Component Unit Funds - Donations and e:&penses reiated to fundlng the L1b1ary are 1eported in the
component unit. :

FINANCIAL ANALYSIS OF THE LIBRARY AS A WHOLE

A comparative analysis of governmeni-wide information is presented in the financial report.
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Lexington Publie Library
Management’s Discussion and Analysis
June 30, 2010 :
(Continued)

FINANCIAL ANALYSIS OF THE LIBRARY AS A WHOLE (Continued)
STATEMENT OF NET ASSETS

A summary of the Library's Statement of Net Assets is presented in Table A-1.

~ondensed Staté‘ment of Net Assets

Total
2010 ) 2009

Assets

Current and ‘ :

other assets - § 3342835 8§ 4251416

l.ong-term invesiments 336,690

Net Capital Assets 21,443,112 22,249,450

Total Assets . $26785,947  $26,837,556

Liabilities ‘ o

Current Liabilities $ 1,639,666 § 1,647,007

Long-term :

Liabilities 7,760,141 8,094,618

Total Liabilities o 7§ 6,399,807 59,741,625

Net Assets

Invested in

Capital Assets,

Net of Related ‘ ' . .

Debt ’ $13,198,791  §$ 13,696,168
~ Restricted o ' T 40,524

Unrestricted : 4,187,349 3,359,239

Total Net Assets (restated) $17,386,140  § 17,095,931

Total liabilities and

net assets (restated) $26,785,947 _§ 26,837,556

The Library's total assets had littie change over prior year,

A summary of the Library's Statement of Activities is presented in Table A-2.



Lexington Public Library

Management’s Discossion and Analysis
June 30, 2010

_ (Continued)

FINANCIAL ANALYSIS OF THE LIBRARY AS A WHOLE (Continued}

STATEMENT OF ACTIVITIES

C

Revenues

LFUCG tax revenue

Interest and
investment earings
Capital grants and
contributions

Qperating grants and

contributions

Charges Tor services

Other revenues

Total Revenue

Expenses
Personnet

Operating expenses
Grant-foundation
Books & materialy
Biuerprise

Depreciation and

amortization -general

fund
-Carnegic Payment

Library corporation
“Transfer tof{from)
component unit

Interest expense

Total Expenses

Change In Net Assets

Nat Assets - Beginning

(Restated)

‘Net Assets - Ending

ondensed Statement of Activities

TABLE A-2 STATEMENT OF ACTIVITIES

"Page 6

"Jl‘otal . .
2010 2002 Change L PgrccntClumge Pereent of total
$ 13324095 § 13065890 S 258205 2% 92%
71,120 66,474 4,646 7% 0%
105,000 105,000 0% 1%
282,742 267,263 15,479 6% 3%
678.526 681,196 (2,570} 0% 4%
9,724 1,105,339 {1,085,615) -99% 0%
14,471,307 15,201,162 (819,853) 5% 100%
8,350,789 §316.316 34473 0% 59%
2.076,587 2,249,425 (172,838) " 8% 15%
91,163 _ 91,163 100% 1%
1,350,596 1,422,530 (71,934) 5% 10%
489,920 500,924 (11,004 2% 3%
1,634,363 1,083,099 (48,536) 4% 6%
55,000 65,000 L {10,000) -15% 0%
288,660 291,140 2,480y - 1% %
219,315 (788) ' 220,103 -27932% 2%
224,505 245,753 (21,248) 9% 2%
14,181,098 14,173,399 7,699 0% 100% -
200,209 1,117,763 (827,554) “T4Y%,
17,005,931 15,978,168 1,117,763 T%
§  17,386340  $ - 17,095931 3 290,209 2%
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Lexington Public Library
Management’s Discussion and Analysis.
June 30, 2010
(Continued)

FINANCIAL ANALYSIS OF THE LIBRARY AS A WHOLE (Conﬁnued)

STATEMENT OF ACTIVITIES

While the Statemnent of Net Assets shows the financial position of the Library, the Statement of Activities
provides answers as to the nature and source of these changes. The Library's main source of revenue,
property tax, is approximately 92% of the Library's total revenue, The property tax revenue source
increased 2%. 4

The personne! expense represents-approximately 59% of total expenses. '

BUDGET HIGHLIGHTS

The Library adopts an annual Operating Budget following budget workshops with the Board of Trustees

and a vote of the entire Board of Trustees. The operating budget includes proposed expenses and the .

means of financing them. The Library's opereting budget is amended during the year if unusual events
oceurred. A fiscal year 2010 budget comparison for the current month and year to date is presented to

‘management and the Board of Trustees as interim financial statements; however, they are not reported on

nor shown on the financial statements section 6T this report.

The Library's actual expenditures, overall, were less than the approved budget. A 2010 budgef comparison
and analysis is presented in Table A-3 on page 8.
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Lexington Public Library '
Management’s Discussion and Analysis-
June 30, 2010

(Continued)

BUDGET HIGHLIGHTS (Continued)
BUDGET TO ACTUAL - 2010

TABLE A-3 2010 BUDGET TO ACTUAL

; | ~ (Over) Under

SUPPORT AND REVENUES Budget ~ Actual Budget -
KY Dept. of Libraries and Archives ' ' § 153,025 °§ 150,484 % - (2,541)
Grants, other © 130,000 168,985 . 68,985
LFUCG tax revenue T 13,065,900 © 13,324,095 258,195
Contributions ' 111,931 39,372 T(72,559)
Enterprise fund revenue 377,000 396,587 19,587
Fines and lost books ' 284,000 286,463 2 463
Iriterest income _ 80,000 . §3,292 . 3292
Miscellaneous ‘ : . 20,000 6,025 ~ {13,975) -

Total support and revenues .~ . 14,221 856 14,485,303 263 447

EXPENSES _ ' ‘ ‘ :
Personnel S 8,4B3046 " 8,350,789 . 1132257
Operating expenses o : 2,358,663 - 2,076,587 - . 282,076
Library materials . _ ] . - 1,383,611 . - 1,350,596 - - 33,015
Foundation donation/expense - o 195,588 184944 10,644
Grant Expenses - 25,000 . 23,686 1314
Carnegie transfer ‘ ‘ . 55,000 55,000 : -
Depreciation/interest- enterprise 317,500 ©305243 12,257
Enterprise expenses _ ) ' ‘ 135,800 - 184,677 S (48877
Capital purchases - 295,546 390,935 (95,389)
Other expenditures/expenses L _ 291,264 288,660 2,604
Debt service o ‘ 457458, 448,172 . 9,286
Friends donation : © 86931 67477 - 19454

Total expenses 14,085,407 = .- 13,726,766 T 358,641

Changes in fund balances . 136449 758,537 L 632,088

Fund balances- : ' ‘ ‘ . . : ‘
beginning of vear ‘ 3,154,970 3,486,041

FUND BALANCES-END OF YEAR § 3291419 .. 8 4244578 § 5’22,088
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Lexington Public Library
Management’s Discussion and Analysis
June 30, 2010
(Continued)

CAPITAL ASSETS
The Library invested a total of $390,934 in capital assets purchased and in building improvements. The
Library will continue to invest in new technology and replace capital assets and study expansion plans in

accordance with the Library's strategic plan.

DEBT ADMINSTRATION

Business-Type Long-Term Debt

- The Library maintains cash and investments in the Public Library Corporation in order to retire its long-

term debt in a timely manner. The Library's outstanding Jong-term debt held by the Public Library

Corporation at June 30, 2010 amounted to $3,155,452. This debt had an original principal balance of

$3,515,000. The debt was used to purchasé the parking garage ($3,001,000) and provide cash ($514,000) .
for the renovation of the garage. This garage debt will be repaid through the operation of the parking

garage.

Governmental Long-Term Debt

[n September 2007, the Library closed on financing for the Northside branch with the Kentucky League of
Cities. Financing consists of two notes. The first note is a twenty-year loan for $5,200,000 at a fixed rate’
of 3.94%. The second note is a twenty-year loan for $1,500,000 with a variable rate. The total balance of
noth loans was $4.934,166 at June 30, 2010. During the past fiscal year the Library transferred $288,660 to
the Public Library Corporation to pay current debt service. : ‘

CONTACTING THE LIBRARY FINANCIAL MANAGER. A

The financial report is designed to provide the citizens of Lexington-Fayette County and its creditors with a
general overview of the Library's finances and to demonstrate the Library's accountability of the money it .
receives. If you have questions concerning any of the information provided in this report or requests for -
additional information, contact The Lexington Public Library, 140 East Main Street, Lexington, Kentucky
40507. : - '



LEXINGTON PUBLIC LIBRARY
4 STATEMENT OF NET ASSETS

June 30, 2010
(With Comparative Totals As Of June 30, 2009)
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LEXINGTON PUBLIC LIBRARY
STATEMENT OF NETS ASSETS
June 30, 2010
(With Comparative Totals As O June 30, 2009)
Primary Government
Governmental  Business-Type - Tofal Primary

Activities Activities Government
ASSETS
Current Assets: s -
Cash and cash equivalents § - 2,382,456 8 2,070 § - 2,384,526
Short-term investments 2,187,046 ) 2,187,046
Accounts receivabie :
Due from enterprise fund 298,918 ' : " 298,918
Due from component unit 18,311 ' 18,311
.Due from: general fund 169,189 169,189
Other 55,082 9,947 65,029
Prepaid sxpenses 182,776 37,040 219,816
Total Current Assets 5,124,589 218,246 5,342,835
Noncurrent Assets:
Long-tetm investments : _ :
Unamortized bond issuance cost 105,589 49,114 154,703
Capita! assets : ' .
Nondepreciable 4,000,745 o : 4,000,743
Depreciable, net 14,116,920 3,176,744 17,287,664
Total Nongurrent Assets 18,217,254 - 3,225,858 . 21,443,112
Total Assels . $ 23341843 3 3,444,104 & 26,785,947
LIABILITIES
Current Liabilities: :
Accounts payable ' 293,873 ‘ 8 293,881
Accrued payroil - 177,305 o 177,303
Accrued vacation . ' 325,033 ' 325,033
Payroll liabilities ‘ 35711 . o 35,711
Unearned revenue - ’ ' Cs01 301
Accrued interest payable : 116 9,333 9,651
Due te enterprise fund 169,189 ' ' 169,189
Due to general fund .- 298918 ' 298,918
Current portion of long-term debt 254,285 . S 75192 329,477
Total Current Liabilities : ©1,255512 384,154 1,639,666
Noncurrent Liabilities: : '
Bonds payable ‘ 4,679,881 13,080,260 7,760,141
Total Noncurrent Liabilities ‘ " 4,679,881 3,080,260 - 7,760,141
Total Liabilities 5,935,393 3,464,414 9,399,807
NET ASSETS ' '
Invested in capital assets,
net of related debt 13,177,499 21,292 . 13,198,791
Restricted For:
Projects and programs
Construction
Unrestricted 4,228,951 (41,602) 4,187,349
Total Net Assets $ 17,406,450 ¥ (20310) 3§ 17,386,140

The accompanying notes are an integral part of the financial statements.



LEXINGTON PUBLIC LIBRARY
STATEMENT OF NET ASSETS

June 30, 2010
(With Comparative Totals As Of June 30, 2009)
(Continued)
Component . 2010 2009
Unit - Foundation Totals Totals
$ 102,786 § 2487312 § 1,779,185
© 162,051 2,349,097 2,076,305 .
298,918 234,679
18,311 87,564
169,189 © 127,865
65,029 . 53,692
219,816 158,410
264,837 5,607,672 4,519,698
336,693
154,703 2,759
4,000,745 4,000,745
17,287,664 18,085,946
‘ 21,443,112 22,586,143
§ 264837 § 27,050,784 § 27,103,841
293,881 510,720
177,303 162,547
325,033 336,477 -
35,711 ' 29,363
301 501
9,651 36,514
169,189 127,865
18,311 317,229 322,243
329,477 265,903
18,311 1,657,977 1,822,135
7,760,141 3,094,618
7,760,141 8,094,618
18,511 9,418,118 0,916,753
13,198,791 13,696,168
246,526 246,526 93,157
(52,633)
4,187,349 3,452,396
$ 246526 $ 17,632,666 S 17,189,088

The accompanying notes are an integral part of the financial statements.
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LEXINGTON PUBLIC LIBRARY
y STATEMENT OF ACTIVITIES

For The Year Ended June 30, 2010
(With Comparative Totals For the Year Ended June 30, 2009)



LEXINGTON PUBLIC LIBRARY
STATEMENT OF ACTIVITIES
For The Year Ended June 30,2010

Page 14

(With Comparative Totals For The Year Ended June 30, 2089) -

Functions/Pregrams
Primary Government:
- Governmental Activities:
Personne!
Operating expenses
Grant expenses
Friends program support
Construction '
Books and materials
Depreciation/Amortization
[nterest expense
Library Corporation paymeﬁts
Total Governmental Activities

Business-type Activities:
Video rentals and purchases
Parking revenue
Operating expenses
Interest expense
Depreciation/Amortization,
Total Business-type Activities

Total Primary Government

.Component Unit
Foundation

Total Primary Goverriment and Component Unit

Program Revenues Received .

‘Operating Capital
Charges for’ Grants and Grants and
Expenses Services Contributions  Contributions
8,350,789 § - $
2,076,587 50 '
23,686 : 92,730
67,477 39,371 _
' 105,000
1,350,596 286,463 150,641
1,034,563 g '
224,505
288,660 _ _
13,416,863 286,513 ' 282,742 195,000
© 83,903 40,774
‘ 271,987
100,774 79,352
142,537
182,706 .
_ 489,920 392,113
- 13,906,783 $ . 678,626 § - 282742 5 105,000
184,944 : 106,255 )
14,001,727 & 678,626 § 388997 § 105,000

General Revenues:

Property taxes far general purposes
Interest and investment earnings
Miscellaneous )

Gain on sale 6f Northside brarich
Transfer from general fund

Transfers to Carnegie Literacy Center, Inc.

Total General Revenues
Change in Net Assets
Net Assets - Beginning

Net Assels - Ending

The accompanying notes are an integral part of the financial statements.
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LEXINGTON PUBLIC LIBRARY
STATEMENT QF ACTIVITIES
For The Year Ended June 30, 2010
(With Comparative Totals For The Year Ended June 30, 266%)
{Continued)
Net (Expenses) Revenues
and Changes in Net Assets
Primary Government
Governmental  Business-Type ‘ Component 2010 2009
Activitics Activities Total Unit Totals Totals
; : 3
3 (8,350,789) % $ (8,350,789) % (8,350,78%) 3 (8,355,423}
(2,076,537) ' (2,076,537} (2,076,537 (2,248,710)
69,044 69,044 69,044 {(6,456)
(28,106) {28,106} (28,106) 91,983
105,000 105,000 105,000 105,000
(913,492) (913,492) (913,492 - (979,834)
(1,034,563) (1,034,563) . (1,034,563) {1,083,099) -
(224,505} (224,505) (224,505) (245,753)
. (288,660) (288,660) (288,660) {291,140)
(12,742,608) (12,742,608) {12,742 608) {13,013,430)
(43,129) (43,129} (43,129) 18,375
271,987 271,987 271,087 275,071
(21,422 (21,422) (21,422) (73,027}
(142,537) (142,537) (142,537) (151,343)
(162,706) {162,706} (162,706) {162,388) -
(97,807) (97,807) (97,307) (93,111 .
(12,742,608) (97,807) (12,840,413)
(78.689) (78,689) (75,730}
- (78,689). (12,919,104} (13,182,271)
13,324,095 13,324,095 13,324,095 13,065,890
70,393 725 71,120 12,743 . B3,863 66,474
3,975 3,749 9,724 9,724 7,817
. 1,097,522
(219,313) {(219,315) 219,315 -
{55,000} . (55,000} _ {55,000) (65,000)
13,126,130 4,474 13,120,624 232,058 13,362,682 14,172,703
383,542 (93,333) 290,209 153,369 443,578 990,432
17,022,908 73,023 17,095,931 93,157 17,189,088 16,198,656
17,406,450 3§ (20,3100 § 17,386,140 $ 246526 17,632,666 % 17,189,088

The accompanying notes are an integral part of the financial statements.



LEXINGTON PUBLIC LIBRARY
BALANCE SHEET “GOVERNMENTAL FUNDS - MODIFIED CASH BASIS

June 30, 2010
(With Comparative Totals As Of June 30, 2009)



Reconciliation of the Balance Sheet - Governmentzal Funds to Statement of Net Assets:

Total Fund Balances § 4123362
Amounts Reported For Governmental Activities In The Statement '
Of Net Assets Are Different Because:
Capital Assets Used in Governmental Activities Are NotF manclal Resources :

And Therefore Are Not Reported in the Govemmental Funds. ‘ 18,111,665
Unamortized Bond Issuance Cost 105,589
Short-term and Long-term Debt Is Not Due and Payable in the Current Period and,

Therefore, Is Not Reported in the Governmental Funds.

Bonds debt . (4,934,168)
Net Assets Of Governmental Activities . ) $ 17,406,450

The accompanying notes are an integral part of the financizal statements.
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LEXINGTON PUBLIC LIBRARY ‘
BALANCE SHEET - GOVERNMENTAL FUNDS - MODIFIED CASH BASIS
© June 30, 2010 (With Comparative Totals As Of June 30 2009)
lerary o : :
Collection i 2010 Total 2009 Total
General Materials Construction ~ Governmental Governmental

ASSETS Fund , Fund Fund © Funds Funds
Current Assets '

Cash and cash equivalents ‘ 7 -
Unrestricted : $237988 5 3 $ 2,379,886 § 1,739,876
Restricted , : 2570 2,570 2,563

Short-term investments 2,187,044 - 2,187,046. 1,930,238

Construction bond fund ‘ . o o 336,693

Accounts receivable - other 55,082 i o 55,082 41,233

Due from other funds 87,175 270,401 . 357,576 486,070

Due from enterprise fund 298,918 - ‘ © 298918 234,679

Prepaid expenses ‘ 37,875

Other asscts 182,776 ‘ 182,776 94,964
Total assets $5,190,883 §270,401 3 2570 § 5463854 § 4,904,210

LIABILITIES AND FUND BALANCES

Current Liabilities 7 ]
Accounts payable $ 293,873 % s $ 203,873 § 510,720

~ Accrued payroll . 177,305 o 177,305 - 162,547
Accrued vacation 325,033 S 0 325,033 336,477
Accrued interest ) 116 ' ‘ 7 S - 118 18,873 -
Payroll liabilities s 35711 S ' " 35,711 29,363
Due to other funds ‘ ’ 439,550 e 68,864 508,454 613,035

‘Total current liabilities 1,271,628 68,864 1,340,492 1,671,915

Fund balances:

Unreserved _ . )

Special Revenue Fund ' 270,401 . 270,401 237,056 -
General , ' 3,919,255 o ‘ 3,919,255 3,030,438
Reserved : : (66,294) (66,294) 52,367
Total Fund Balances (Restated) . 3,919,255 270,401 - . (66,294) - 4123362 3,319,861
TOTAL LIABILITES - ' o S
AND FUND BALANCES $ 5,190,883 $ 270,401 S 2,570 § 5,463,854 $ 4,991,776



LEXINGTON PUBLIC LIBRARY ‘ :
STATEMENT OF SUPPORT, REVENUE, EXPENDIUTRES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS - MODIFIED CASH BASIS

For The Year Ended June 30, 2010 '
(With Comparative Totals For The Year Ended June 36, 2009)
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LEXINGTON PUBLIC LIBRARY
STATEMENT OF SUPPORT, REVENUE, LXPENDITURES AND CHANGES lN FUND BALANCES
GOVERNMENTAL FUNDS - MODIFIED CASH BASIS
For The Year £nded June 30, 2010 (Wlth Comparative Totals For The Year Ended June 30, 2009)

General Library Collection Construction
Fund Materials Fund Fund
SUPPORT
‘Grants
Ky Dept. of Libraries and Archives $ 150,484 3 . $
Construction grant : ~ 105,000
Grants, other 92,730
LFUCG appropriation ; :
Unrestricted 11,940,484 .
Restricted . , 1,383,611
Donations _
Friends {unresiricted) ’ . 39,372
Total support 12,223,070 1,383,611 © 105,600
REVENUE : . - {
Fines and lost books 286,453 : i
Investment income _
Unrestricted . 70,213
Restricted ) : 330 6
Rental income : 507
Miscellanzous 5,973
Total revenue 362,701 ‘ o330 &
Total support and revenue © 12,585,771 - - 1,383,941 105,006
EXPENDITURES
‘Operating expenditures 2,076,587
Construction 118,908 _
Books and materials ' 1,330,596
- Operating sublease expenditures - 288,660
Friends program support ‘ 67,477
Grant expenditures . 23,686
Debt services _ ' o 224,505 ] _ , 223,667

Total Expenditures - 11,150,612 1350596 -2

Support and revenue over ) . .
{under) expenditures 1,435,159 a 33,345 0 (118,661

Other Financing Sources (Uses)
Proceeds from Northside sale .
Payment to Carnegie Literacy Center, Inc. (55,000) IR
Purchase of property and equipment C {272,027} '
Interfund transfer {219,315)%
Net other financing sources (uses) (546,342)

Net change in Fund Balances §88.817 . 33,345 {118,661)
Fund Balances - Beginning (Restated) 3,030,438 237.056 52,367

Fund Balances - Ending § 3,919255 § 270,401 § (66,294)

The accompanying notes are an integral part of the financial statements.

Salaries and employee benefits 8,350,789 R '
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STATEMENT OF SUPPORT, REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS - MODIFIED CASH BASIS |

For The Year Ended June 30, 2010 (With Comparative Totals For The Year Ended June 3{, 2009)

SUPPORT
Grants

Ky Dept of Libraries and Archives

Construction grant

Grants, other
LFUCG appropriation

Unrestricted

Restricted
Donations

Friends (unrestricted)
Total support

REVENUE
Fines and lost books
Investment income
Unrestricled
Resiricted
Rental income
Miscellaneous
Total revenue
Total support and revenue

EXPENDITURES

Salaries and employee benefits
QOperating expenditures
Construction

Books and materials

Operating sublease expenditures
Friends program support
‘Grant expenditures

Debt services

" Total Expenditures

Support and revenue over
{under) expenditures
Other Financing Sources (Uses)
Proceeds from Northside sale

Payment to Carnegie Literacy Center, Inc.
Purchase of property 'md equipment

Interfund transfer

Nat other ﬁnancmg sources {uses)

Net change in Fund Balances

Fund Balances - Beginning (Restated) '

Fund Balances - Ending

The accompanying notes are an integral part of the financial statements.

2010 Totals
Governmental Fund_s

2009 Totals

Governmental Funds

150,484 170,028
105,000 105,000
92,730 71
11,040,484 11,582,289
1,383,611 1,483,811
39,372 99,968
13,711,681 13,440,967
286,463 272,667
70,213 - 80,574
336 36,163
50 715 -
5,975 7,817
363,037 . 397,936
14,074,718 . 13,838,903 .
8,350,789 8,355,423,
2,076,587 2,248,264
118,908 2,307,317
1,350,596 1,422,530
288,660 291,140
L 67477 . 7,983
23,686 6,527
448172 1,659,742
12,724,875 16,298,926
1,349,843 (2;460,023)
1,200,000
(55,000) (65,000)
(272,027) (451,346)
(219,315) 788
(546,342) 684,442
803,501 (1,775,581)
3,319,861 5,005,442
4,123,362 3,319,861
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LEXINGTON PUBLIC LIBRARY '
RECONCILIATION OF THE STATEMENT OF SUPPORT, REVENUE, EXPENDITURESAND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF
ACTIVITIES -

For The Year Ended June 30,2010

Net Change in Fund Balances - Total Governmental Funds 8 - 803,501

Amounts Reported for Govemnmental Activities in the Stalement of

Activitics Are Diffcrent Because: .
Governmenta! Funds Report Capital Qutiays as Expenditures. However,
in the Statement of Activities the Cost of Those Asscls s Allocated Over
Their Estimated Useful Lives and Reporied as Depreciation Expense.

Depreciable assets : 390,937
Depreciation Expense ‘ (1,028,352)
Amortization Expense (6,011)
Bond Debt Principal Payments o . 223,667
Change in Net Asscts of Governmental Activities 8 183,342

The accompanying notes are an integral part of the financial statements.
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LEXINGTON PUBLIC LIBRARY ‘
STATEMENT OF NET ASSETS - PROPRIETARY FUND
June 30, 2010 (With Comparative Totals As of June 30, 2009)
: 2010 2009
- Enterprise ~  Parking Total Proprietary . Total Proprietary
Fund Fund . __Pund Fund
ASSETS
Current assests .
Cash and cash equivalents ' $ 1,070 $ 1,000 § 2,070 § . 2,070
Accounts receivables ‘ _ 9,947 . 9,947 14,460
Due from general fund 169,189 . 169,189 . 127,865
Prepaid expenses . 37,040 37,040 25572
Total current assets 170,259 - 47987 718,246 169,967,
Nencurrent assets C .
Unamertized bond issuance cost 49,114 149,114 51,160
Capital assets, net of depreciation’ 144,476 - 3,032,268 3,176,744 3,337,407
Total noncurrent assets 7 144,476 3,081,3827 3,225,858 "33 88.567 -
TOTAL ASSETS A $ 314,735  $3,120369  § 3,444,104 3 ' 3,358,534 '
LIABILITIES AND NET ASSETS
Current liabilities - - o 7 L
Accounts payable : $ .8 3 s - S
Accrued interest payable ' o 9,535 9,33 B VAL
Unecarned revenue : : -1 500 0 o . 501 -
Due to general fund , ' 208,918 G 298,918 S 234,679
Current portion of long-term debt S 75,192 - 75,192 72,238
Total current liabilities ' 8 384,146 384,154 © 325,059
Long-term debt , o 3,080,260 3,080,260 . 3,160,452
Total liabilities o : 8 3464406 3,464,414 3,485,511
MNet assets o . . ‘ . :
[nvested in capital assets, net of related debt 144,476 {123,184y o 21202 _ 104,717
I__Jm'estricted _ : 170,251 (211,853). ) (41,602 L {31.694)
Total net assets 314,727 (335,037) O (20,310) 73,023
TOTAL L1IABILITIES AND
NET ASSETS $ 314735 §$3,129369 % 3,444,104 3 3,558,534

The accompanying rotes are an integral part of the financial statements.
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LEXINGTON PUBLIC LIBRARY
STATEMENT OB REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSEFS - .

PROPRIETARY FUND

For The Year Ended June 30, 2010 (With Comparative Totals For The Year Ended June 3¢, 2009)

: 2010 2009
Enterprise Parking “Total Proprietary Total Proprietary
Fund Fund Fund Fund
Operating revenues . . o
Videc rentals and fines $ 40,774 % b 40,774 % 64,751
Copy sales : 79,352 . 79,352 67,991
Parking revenue 271,987 271,987 275,071
Miscellaneous revenue 3,749 3,749 '
Total operating revenues ' 123875 _ 271987 - 395862 407,813
Operating expenses ‘ : . :
Qperating expenses . 83,911 100,766 - . 184,677 187,194
Depreciation/Amortization 77,40‘2' 85,304 162,706 - 162,388
Total operating expenses _ _161,313 ' 186,070 : 7 347,383 349,582
Total operating income (foss) : | (37.438) 85,917 : 48,479 58031
Nonoperating revenues and (expenses) , . : :
[nterest income ‘ o600 125 725 1550
Interest expense ' (142,537) 3 (142,537) (151,343
Tetal noncperating revenues (expenses) 600 ‘”(1‘42,‘412) T (141,812} (150,792)
Change in net assets S (36,838) - (56,495) (93333) (92,5613
Total net assets-beginning N 351,565 (278,542) 73,023 165,584
TOTAL NET ASSETS-ENDING $ 314,727 $(335,037) § . (20,310) % . 73,023

The aceompanying notes are an integral part of the financial statements.
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STATEMENT OF CASH FLOWS - PROPRIETARY FUND

For The Year Ended June 30,2010

{With Comparative Totals As Of June 30, 2009)

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers '
Payroll payments

Payments to suppliers

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES

Transfer from (to) general fund
Bond principal debt paid
Interest paid on capital debt

Net cash (used) by capital
and related financing activities

CASH FLOWS FROM INVESTING ACT]’VIT TES
Interest income :

Net cash provided by financing activiities

Net (decrease) in cash and cash equivalents

Balances-beginning of year

BALANCES-END OF THE YEAR

Reconciliation of operating income to net cash
provided by operating activities
Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation and amortization expense
Changes in asset and liabilities
Accounts receivable”
Prepaid expenses
Accounts payable
Interest payable
Deposits
Uneamned revenue
Net cash provided by operating activities

Supplemental disclosures of cash flow information:
Noncash capital and related financing activiites:
Amortization of bend issue cost

Page 28
. 2010 2009
Enterprise Parking Total Proprietary Total Proprietary .
f‘und ‘Fund Fund " Fund .
$ 124,635 | $256,174 8 380,809 © S - 383,18
(29,241) (29,241) . {15,356
(83911) __(71,525) (155,436) (171.62
40,724 155,408 196,132 195,98
(41324) - 64,242 " 22,918 27,53
(77,238) - (77,238) © (74,65
(142,537) {142,537) (151,34
(41,324) _ (155,533 (196,857) . (198,46
600 125 725 35
600 125 - 75 55
' (1,92
1,070 1,000 2,070 3.99
$ 1070 § 1,000 3§ 2,070 . % 2,07
¢ (37.438) $ 85917 $ 48,479 § 58,23
77,402 85,304 162,706 162,38
4,513 4513 136
S7s2 . (12,220) (11,468) (24,96
8 , 8 4.88.
(8,106) (8,106) 438
: 50
(1,02
$ 40,724 $155408 % 196,132 8§ 193,08
$ $ 2,046 3 2,046 § 1,72

The accompanying notes are an integral part of the financial statements.
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LEXINGTON PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS

June 30,2010
Note 1. Summary of Significant Accounting Policies
Nature of Organization

Lexington Public Library (the Library) is a governmental entity established as a tax-supported library in
1898. The Library is a component unit of the Lexington-Fayette Urban County Government. The
Library is governed by a seven-member Board of Trustees that is empowered by Chapter 173 of the
Kentucky Revised Statutes. The ‘primary mission of the Library is te maintain a free public library in

Lexington-Fayette County, Kentucky with financial support prowded by the Lexington-Fayette Urban -
County Government (LFUCG). The LFUCG support is provided in the form of annual appropriations
based upon property assessments.

The Library's financial statements include the assets and liabilities of the Lexington Public Library
Foundation, Inc. The Foundation was formed in May 1997 for the purpose of benefiting, promoting,
supporting, encouraging, and enhancing the program and facilities of the Lexington Public Library. The

purpose of the Foundation is twoiold; ane, to provide finantial support for specifié projects of any type

it considers appropriate; and two, to assist the Board of Trustees of the Library and its Advisory Board
in making the Library mere valuable to the entire community. The Foundatlon is cons1deled a
discretely presented component unit of the Lexington Public Library.

Basis of Presentation

The Library's financial statements are presented in accordance with the provisions of Governmental
Accounting Standards, Board Statement No. 34, "Basic Financial Statements and Management's
Discussion and Analysis-for State and Local Government,”  Statement No. 34 established fi nancsai
reporting requirements for all state and local governments and consists of the fol]owmcT

‘Management's discussion and analysis (required supinlementary information);.
g ‘ ppiementary InIon

Basic Financial Statements )
Government-wide financial statements
Fund financial statements
Notes to the financial statements

The government-wide financial statements include a statement of net assets and the statement of
activities. These statements display information about the Library as a whole. The statements
distinguish between governmental and business-type activities. The government-wide statements are
prepared using the economic measurement focus. This is the same approach used in the preparation of
proprietary fund financial statements but differs from the manner in which governmental fund financial
statements are prepared. Governmental fund financial statements therefore include reconciliations with .
brief explanations to better identify the relationship between the govennnent—mde staiements and the
statements for individual funds.

Fund financial statements report detailed information about the Library. Their focus is on individual
funds rather than reporting funds by type. The accounting and financial reporting treatment applied 1o a
fund is determined by its measurement focus. All governmental funds are accounted for using a flow of
current financial resources measurement focus. With this measurement focus, only current assets and
current fHabilities generally are included on the balance sheet.
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

(Continued)

Note 1. Summary of Significant Accounting Policies (Continued)
Governmental Funds
The primary govemment reports the following major governmental funds:

General Fund - This is the primary operating fund of the Library. It accounts for all financial resources
of the general government, except where the management requires that a separate fund be used for some
function. B

Library Collection Materials Fund ~ This fund is used to account for library materials purchased and
collections from late fees and fines. The primary source of revenue for this fund is transfers from the
general fund for property taxes. The major expenditures for this fund are books and materials for the
Library, ' ' N C :

Construction Fund — This fund is for library construction. The primary source of income for this fund is
debt incurred. The major expenditures for this fund are construction costs and interest costs from debt.

The primary gevernmerit has no non-major funds.
Special Revenue Funds

The Library Collection Material Fund and Construction Fund are presented as special revenue funds.
Special revenue funds are used to account for the proceeds of specific-reveriue sources and expenditures -
that are raised for specific purposes. : ) :

Proprictary Funds

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with proprietary funds’® principal ongoing operations. All revenues and expenses not
meeting this definition are reported as non-cperating Tevenues and expenses. The government has
elected not to adopt Financial Accounting Standards Board (FASBY Stafements or Interpretations issued
after November 30, 1989. unless the Governmental Accounting Standards Board (GASB) adopts such
FASR Statements or Interpretations. : . : : '

The primary government reports the foliowing major proprietary funds: .

" Enterprise Fund - This fund is used to account for revenues and expenses related to video rentals and

copiers.

Parking Income Fund - This fund is used to account for revenues and expenses related to the parking
garage that the Library owns.

Discretely Presented Component Unit

The financial data of the Lexington Public Library Foundation, Inc., is reported on the Statement of Net
Assets and the Statement of Activities in a separate column that is labeled as “Component Lnit” 10
emphasize this organization’s separateness from the Libraiy’s primary government. The Foundation
collects restricted donations made to the Library. The primary source of revenue for the Foundation is
from library patronages. The major expense for the Foundation is salaries. :
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NOTES TO FINANCIAL STATEMENTS
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(Continued)

Note 1. Summary of Significant Accounting Policies (Continued}
Short-Term Investment

Short-term investments consist of certificates of deposit with initial maturities of twelve months or less.
Fair value approximates carrying amounts. '

Capital Assets

Capital assets are reported in the applicable governmental or business-type activities columns in the
government-wide financial statements. Capital assets are stated at cost. Donated assets are valued at
their estimated fair market value on the date donated. Depreciation of all exhaustible capital assets is
charged as an expense against their operations. The costs of beoks are expensed when purchased.
Depreciation is computed using the straight-line method over the estimated useful life of each asset;
which varies from five to twenty years. - o

Income Taxes

The Foundation is exempt from Federal income taxes under Section 501 (¢)(3) of the Internal Revenue
Code. Accordingly, no provision for income taxes has been made. - ‘

In December 2008, the Financial Accounting Standards Board issued FASB Staff Position (FSP) FIN
48-3, "Effective Date of FASB Interpretation No. 48 for Certain Nonpublic Enterprises.” FSP FIN 48-3
permits an entity within its scope to defer the effective date of FASB Interpretation 48 (Interpretation
48), Accounting for Uncertainty -in Income Taxes, to its annual financial statements for fiscal years
beginning after December 15, 2008, The Foundation has elected to defer the application of

Interpretation 48 for the year ending June 30, 2009. The Foundation evaluates its uncertain tax . .

positions using the provisions of FASB Statement 3, Accounting for Contingencies. Accordingly, a loss- ~
contingency is recognized when it is probably that a liability. has been incurred as-of the date of the .-
financial statements and the amount of the loss can be reasonably estimated. The - amount recognized {s A
subject to estimate and management judgment with respect to the likely outcome of each uncertain tax
position. The amount that is ultimately sustained for an individual uncertain tax position or for all
uncertain tax positions in the aggregate could differ from the amount recognized. '

Cash and Cash Equivalents

For purposes of statements of cash flows, the Library considers all highly-liquid mvestments with an
initial maturity of three month or less to be cash equivalents.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of reventes and expenses during the reporting period.
Accordingly, actual results could differ from those estimates.

Subsequent Events

The Library evaluated events occurring between the end of its most recent fiscal year and September 13,
2010, the date the financial statements were issued. See Note 12 for subsequent events noted.
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010
(Continued)

Note 1. Summary of Significant Accounting Policies (Continued)
The Accounting Standards Codification

In June 2009, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 168, entjtled The
FASB Accounting Standards Codification and the Hicrarchy of Generally Accepted Accounting
Principles (“GAAP™). In subbtance, SFAS No. 168 makes the FASB Accounting Standards
Codification (“ASC”™) the sole source of authoritative accounting technical Iiterature for .
nongovernmental entities. All accounting guidance that is not included in the ASC now is considered to
be non-authoritative. The ASC is effective for interim and annual reporting periods ending after
September 15, 2009. The Foundation adopted the ASC upon issuance, with no material impact to the
financial staternents. '

Note 2. Cash and Investments

Kentucky Revised Statues authorize govemnmental entities to invest in obligations of the United States
and its agencies, obligations of the Commonwealth of Kentucky and its agencies, shares in savings and
inan associations insured by federal agencies and deposits in national or state chartered banks insured
by federal agencies and larger amounts in such institutions providing such banks pledge as security
obligations of the United States government or its agencies. :

The carrying amount of the Library's cash and cash equivalents deposxts at June 30 2010 was
$2,487,312. The carrying amount of the leiazys short-term mvestments at June 30, 2010 was
34_,349,097. o

Note 3. Deposits

The Library maintained deposits of public funds with depository institutions insured by the Federal
Deposit Insurance Corporation (FDIC) as required by KRS 66.480(1)(d). According to KRS 41.240(4),
the depository institution should pledge of provide sufficient collateral which, together with FDIC
insurance, equals or exceeds the amount of public funds on deposit at all times. 'In order to be valid
against the FDIC in the event of failure or msolvency of the depository institution, this pledge or
provision of collateral should be evidenced by an agreement between the Library and the depository
institution, signed by both parties, that is (a) in writing, (b) approved by the board of directors of the
depository institution or.its loan committee, which dpproval must be reflected in the mmutes of the
board or commitiee, and (¢} an official record of the depoe;ltory institation.

Custodia! Credit Risk Deposits

Custodial credit risk is the risk that in the event of a depository institution failure, the government’s
deposits may not be returned. The government does not have a deposit policy folr custodial credit risk
but rather follows the requirements of KRS 41.240(4). As of June 30, 2010, all depesits were covered
by FDIC insurance or a properly executed collateral security agreement.
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{Continued)

Note 4. Lexington-Fayette Urban County Government Agreements

The Library is funded by a dedicated property 1ax assessment collected by the LFUCG, eétlivalelmt to
$.015 per $100 valuation of tobacco in storage and $.05 per each $100 valuation of all other property
assessed for loca! taxation in Lexington, Fayette County, Kentucky under Kentucky Revised Statues
173.360. ' '

The Library and the Lexington Public Library Corporation (the Corporation), which was established in’

1985 for the purpose of providing a means to finance the construction of & new-central library, entered -

into 2 Memorandum of Agreement (the Agreement} in March 1986, to facilitate this construction
process and to facilitate the expansion of library materials and other futurs capital projects. The
Agreement specified that the Library provide the Corporation with 74% of its appropriations from the
LFUCG for fiscal year 1989 and each fiscal year thereafter until the debt obligations approved by the
Library and incurred by the Corporation have been paid or until such other time as the Library and

Corporation determine by mutual agreement. This agreement was amended in 2006 for the current-

fiscal and future fiscal years reducing the transfer to current debt service until all debts are paid.

Note 3. Capital Assets

"Capital asset activity for the year ended June 30, 2010 was as foliows:

Balance Additions Deletions Balance .
6/30/2008 : ‘ 63042010

Governmental Activitics

Depreciable capital assets . o o : .
Land improvements 3 70,279 s § 3 70,279
Village branch construction 708,402 ‘ - 708,402
Buildings and improvements 20,240,272 - 75,000 20,315,272 .
Furniture/equipment 7,267,046 315,934 7,582,980 .

Totals at Cost 28,285,999 390,934 ‘ 28,676,933
Less: accumulated depreciation: 13,537,461 1,028,552 14,565,013

Depreciable capital assets,net - g 14,748,538 §_ (637,618) 5 $ 14,110,920
Nendepreciable capital assets o : .

Land $ 3,539.842 % S $ . . . % 353984z
Artistic clock 460,903 ‘ 460,503
Total Nondepreciable capital assets $ 4,000,745 $ R RN $ 4,000,745
Business-Type Activities:
Furniture/equipment 5 682,312 $ $ 5 682,312
Parking garage & improvements 3,465,758 3,463,758
Totals at cost 4,148,070 - 4,148,070
Less: accumulated depreciation 810,663 160,663 071,326.
Capital assets net 5 3,337,407 '$  (150,663) 5 b 3,176,744
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(Continued)

Note 5. Capital Assets (Continued)

Depreciation expense was-charged as follows:

Governmenlal Activities:
Total Depreciation Expense - Governmental Activities ‘ $ 1,028,552

Business-Type Activilies

Total Depreciation Expense - Busines s-Type Activilies- : b 160,663

(s St A
m——— -

Note 6. Retirement Plan

The Library has elected to participate in the County Empioyees Retirement System (CERS), pursuant to
KRS 78.530 administered by the Board of Trustees of the Kentucky Retirement Systems.. This is a cost
sharing, multiple-employer, defined benefit pension plan, which covers ‘all eligible full-time employees
and provides for retirement, disability, and death benefits to plan members. Benefit contributions and
provisions are established by statute. Nonhazardous covered employees are required to contribute 5
percent of their salary to the plan. The county’s contribution rate for nonhazardous employees was
16.16 percent. The Library's contribution for the year ended. June 30, 2010 was $850,228 and the
employees contributed $267,189. : ' : :

Benefits fully vest on reaching five years of service for nonhazardous smployess. Aspécts of benefits
for nonhazardous employzes include retirement after 27 years of service or age 5.

Historical trend information showing the CERS® progress in accumulating sufficient assets to pay
benefits when due is presented in the Kentucky Retirement Systems’ annual financial report. This
report may be obtained by writing the Kentucky Retirement Systems, 1260 Louisville Road, Frankfort,
KY 40601-6124, or by telephone at (502) 564-4646. ' B

Note 7. Interfund T rané,ac‘tions

Interfund loans on the fund statements at June 30, 2010 consist of the fo]]o'wi‘ng receivables and
payables: ‘

Fund Receivables Payable

General Fund $ 385,093  § 439590
Coliection Materials 270,401
Construction 68,864
Proprietary Funds 169,189 268,918
Foundation 18,311

§ 825,683 $ 825,683
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Note 8. Risk Management

The Library is exposed to varfous risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omission; injuries to employees; and natural disasters. In addition to its general’
liability insurance, the Library alsc carries commercial insurance for all other risks of loss such as

worker's compensation and employee health and accidental insurance. :

Note 2. Long-Term Liabilities
A. Parking Garage Debt

The Library purchased the Park Plaza Garage on April 29, 2005 through a competitive bid process for
$3,001,000. The Library's Board of Trustees determined that in the long-term interest of the Lexington
Public Library the purchase and operation of the parking garage was required. It was also determined
that an additional $514,000 would be required to repair and improve the facility. The Library borrowed
$3,515,000 from the Kentucky League of Cities for & term of 29 years. The debt was broken down into
a fixed rate loan of $2,970,000 with a rate of 4.28% and a variable rate loan of $545,000. The.final
maturity of the debt is April 21, 2034, The variable rate is based on an-assumed rate that is estabiished
at the beginning of each fiscal year. The effective rate at June 30, 2010 was 3.09%.

Business-Type Activities

Fiscal Year Ended

June 30 Principal Interest - Total’
2011 ' 75,192 151,159 | 226351
2012 . 78.049 147,836 225,885
2013 . 81,717 143,666 225,383
2014 ‘ 73,0900 151,298 224,388
2015 96,400 127,988 224,388
2016-2020 - : 542,148 486,275 1,128,423
©2021-2025 - 680,394 459,604 - 1,139,998
2026-2030 736,365 279,419 1,016,284
2031-2034 ; 691,597 . 201920 893,517
Totals § 3155452 § 2,149,165 $ 5304617

Bond issue costs in the amount of $58,988 were incurred in relation to the b011'0\3v'{ngs. These costs are
being amortized over the life of the bonds. Amortization for the year amounted to $2,048.

B. . Northside Branch Debt

. The Library obtained financing for the construction of the Northside branch on September'Zl, 2008,

The Library borrowed $6,700,000 from the Kentucky League of Cities for a term of 20 years. The debt
was broken down into & fixed rate loan of $5,200,000 with a rate of 3.89% and a variable rate loan of
$1,500,000. The final maturity of the debt is November 1, 2027. The variable rate is based on a waekly
rate that is reported to the Kentucky League of Cities by the remarketing agent. At June 30, 2010 the
effective rate was 2.81%.
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Note 9. Long-Term Liabilitics (Continued)

B. Northside Branch Debt (Continued)

Page'37

Fiscal Year Ended

Governinental Activities

June 30 Principal Interest Total

2011 254,285 207,820 - 462,105
2012 244,964 217,713 462,677
2013 257,448 206,258 463,706
2014 213,109 194,633 407,742
2015 218,512 184,494 403,006
2016-2020 1,259,691 755,339 12,015,030
2021-2025 1,592,314 422,716 2,015,030
2026-2028 £93,843 80,087 973,930

4934166 5 2,269,060 .

Totals . 8

Bond issue costs in the amount of $121,53
being amortized over the life of the bonds. Amortization for the year

C. Changes in Long-Term Liabilities

3 7,203,226

8 were incurred in relation to the borrowings. These cOsts are
amounted to §6,011.

Long-term liability activity for the governmental activities. for the year ended June 30, 2010, was as

follows:
Beginning ‘ - Ending  Due Within
Balance _ Additions " Reductions . Bajance - One Year
Governmentaj Activities: o -
Debt Obligations $5,157,833 3 3 © 223,667 -$5,157,83_3 $ 2’54,285‘
Governmental Activities ‘ _ _ SR Lo
Long-term Liabilities $5,157,833 $ 5 223,667  §5,157,833  § 254,285
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{Continued)

C. Changes in Long-Term Liabilities (continued)

Long-term liability activity for the business-type activities for the year ended June 30, 2010, was as

follows:
Beginning : Additional . -Ending Due Within
Business-Type Activities Balance Reductions principal payment . Balance One Year
Debt Obligations $ 3,232,690 3 72,238 3 5000 $3,155452 § 75,192
Business-Type Activities o o
Long-term Liabitities $3,232,690 3 72,238 $ 3,000 $3,155452 % 75,192

Note 10, "Accrued Vacation

When an employee terminates employment with the Library they are paid for their vacation time
remaining, up to 150 hours. A current liability is recorded on the Staternent of Net Assets and the
Balance Sheet for the total amount of vacation earned, not exceeding 150 hours for each employee. The
amount of accrued vacation as of June 30, 2010 was $325,033. : o : ‘

Noté 11. The Lexington Public Library Foundation

The Lexington Public Library and the Lexington Public Library Foundation entered into an agreement
on 12/09/2008 in which the Foundation agreed to be responsible for their own cash management,
accounting and financial reporting. The Foundation Board and its Executive Director agreed 10
manage the proceeds of the Foundation, ensuring that all funds not needed for operating expenses and
budgeted appropriations are used to further the mission of the Library. The Foundation must make a

request in writing for any financial support from the Library as part of the Library’s annual budget .

planning and any said contributions must be approved by the Board of Trustees of the Lexington Public

Library. The Foundation will present a moathly report, including a financial statement, at the Library’s

Board meeting. Furthermore, the Foundation Executive Director will serve under the direction of the
Foundation Board of Directors.

Note 12, Subsequent Events

The Tates Creek Branch building has sustained structural problems; it is estimated that repairs totaling

over $300,000 will be incurred during the 2011 fiscal year . It is anticipated that the repairs will be paid

from the general fimd.

The former executive director has filed a suit against the Lexington Public Library seeking in excess of
5,000,000 for damages. Due to the fact that the case is in a preliminary stage, no evaluation of
outcome or estimate of loss could be reasonably estimated.
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(Continued)

Note 13. Restatement of Fund Balance

The Foundation was presented as a blended-component unit in the financial statements of prior years.
However, it was determined that the appropriate presentation of the Foundation is that.of a discretely
presented component unit.. As a result of the difference in presentation, the fund balance as of June 30,
2009 on the fund statements was restated to make it comparative to 2010. The net effect was to
decrease the fund balance by $93:155, which was the fund balance for the component unit at June 30,
2009. The restated fund balance for June 30, 2009 is $3,310,861 and was previously stated 4t
$3,413,016.
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REQUIRED SUPPLEMENTARY INF
SCHEDULE OF REVENUE AND EXP

For The Year Ended June 30,2010

. Bupport

Grants
KY Dept, of Libraties and Archives
Grants, other
LFUCG appropriation
Unrestricted
Donations
Unrestricted
Restricted
Total support
REVENULE
Fines and lost books
Interest earned
Unrestricted
Misceilancous
Total revenue
Total support and revenue

EXPENDITURES
Salaries waags and employes benelils
-Operating expenses
Transfer to LPL Corporation
Grant Expenses
Debt Sarvice
Friends program support
Total expenses
SUPPORT AND REVENUE
OVER EXPENSES

Other changes

Payments to Camegie Literacy Center, inc.

Purchases of property & equipment
Trans{er to Foundation
Neut increase in fund balances
Fund balances-
beginning of year

FUND BA LANCESl-END OF YEAR

© Page 41

ORMATION — GENERAL FUND
ENDITURES - BUDGET AND ACTUAL

Original Budget Final Budget- Actual (Over) Under Budget
$ 153,025 § 153,025 § 150,484 § (2.541)
25,0060 25,000 92,730 67,730
11,871,346 11,682,289 11,940,484 258,195
86,931 - 86,931 39,372 (47,539) © -
25,000 25,000 . (230000, -
12,161,802 11,972,245 12,723,070 250,823 .
284,000 284,000 286,463 2,463
80,000 80,000 70,213 (9767
20,060 20,000 6,025 (13975
384,000 384,000 362,701 (21,299)
12,545,802 12,336,243 12.585.771 229,326
8,732,196 8,349,045 © 8,350,789 198,257
2,061,148 2.202.663 2.076.587 216,076
291,264 291,264 288,660 2,604
25,000 25,000 1,686 1314
352,458 352,458 343,413 9.043
86,631 86,931 67477 19,454
11,548,997 11,597,362 11,150,612 446,750 -
994,803 738,883 1435159 - 616‘,276'
(45,000) (55,000) (35,000 B
(560.378) (295,546) (272,027 (23519
(170,588} - (170,58%) (219.315) Sty
720,839 237,749 888,817 651,068
3,030,438 3,030,438 3,030,438
$ 3251277 § 3268,187 & 3919255 & 431,068
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LEXINGTON PUBLIC LIBRARY

REQUIRED SUPPLEMENTARY INFORMATION — LIBRARY COLLECTION MATERIALS FUND
SCHEDULE OF REVENUE AND EXPENDITURES - BUDGET AND ACTUAL

For The Year Ended June 30, 2010

Qriginal Budget Final Budget Actual {Over) Under Budget
Support ' ) ) ‘ ‘ ‘
LFUCG appropriations $ 1,520,701 & 1,383,611 $ 1,383,611 § o
Total support . 1,520,701 1,383,611 1,383,611 -
REVENUL ' i '
Interest carned : o ) : )
Restricied ' - 330 . S 330
Total revenue - - 3¢ 330
Total support and revenue 1,520,701 1,383,611 ) © 1,283,041 330
EXPENSES
Books and materials 1,520,701 1,383,611 1,350,596 : 33,005
Tatal cxpenses 1,520,701 1,383,611 1,350,356 © 33,013,
SUPPORT AND REVENUE ‘ ] ) ] ]
OVLR EXPENSES - - 33,343 B 33,345
Net increase in fund balances . - ' ' - 33,345 ' 33,345
FPund balances- ’ . g ' ’
beginning of year 173,700 173,700, 237,056 .
FUND BALANCES-END OF YEAR £ 173,760 § 173,700 § 270400 § .t 33345
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_ Report On Internal Control Over Financial Reporting And
On Compliance And Other Matters Based On An Audit Of Finangial
Statements Performed In Accordance With Government Auditing Standards

To the Board of Directors
Lexington Public Library
Lexington, Kentucky

* We have audited the financial statements of the Lexington Public Library as of and for the year ended
June 30, 2010, and have issued our report thereon dated September 8, 2010. We conducted our audit in
accordance with auditing standards generally accepted in the United States of Americe and the
standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States. :

Internal Control Qver Financi‘al Reporting

In planning and performing our audit, we considered the Library’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our .opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Library’s internal control cver financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Library’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of & control does not allow
management ot employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstatements on a timely basis.” A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on 2
timely basis. ‘

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph and would not necessarily identify all deficiencies in internal contre] over financial
reporting that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control that we consider to be material weaknesses as. defined -above.

150 Flynn Avenue, Suite 100 502.227.9000 Phone Louisville
P.0. Box 5630 502.227.9400 Fax Lexington
Frankfort, KY 40602 WWW,MCmepa.com ' Covington

Frankfort

An Independent Member of Baker Tilly International Bowlin g Green



Report Cn Internal Contrel Over Financial Reporting And
On Compliance And Other Matters Based On An Audit Of The Financial
Statement Performed In Accordance With Government Auditing Standards

Compliance And Other Matiers

As part of obtaining reasonable assurance about whether the Library’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,”
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statément amounts. However, providing an opinion on compliance with
those provisions was not an objective of cur audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards,

This repbrt is intended solely for the information and use of the Board of Directors, management, and
others within the Lexington Public Library and is not intended to be and should no‘c be used by anyone
other than these specified perties.

Respectfully submitted,

VW %W P

Mountjoy Chilton Medley, LLP

September 8, 2010
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September 8, 2010

To The Board of Directors of the Lexington Public Library ;‘Library"

We have audited the financial statements of the Library for the year ended’ June 30, 2010 and have
prepared our report, enciosed herein, and dated September 8, 2010, '

Please note the contact information with respect to the personnel that worked on the year ended June 30,
2010 audit engagement: '

Name Title . Phone ' Email

Mark Schmitt Engagement Partner 502-227-8000 mark.schmitt@memepa.com
Lee Ann Watters Principal ‘ 502-227-9000 | leegnn.watters@memepa,.com
Randy Davis Independent Partner 502-227-2000 randy.davis@mecmopa.com
Jackie Bales Auditor ' 502-227-5000 jackie.bales@memcpa.com

We are required by Statement of Auditing Standards (SAS) No. 114, “The Auditor's Communication With
Those Charged With Governance,” to communicate certain matters related fo the conduct of our audit to
those charged with governance. In keeping with the spirit of this standard, we have provided the attached
items to communicate such matiers. ‘

" This information is intended sclely for the information and use of the Beard of Directors and management
of the Library and is not intended to be and should not be used by anyone other than these specified
parties, - ' '
Very truly yours, _

Horifey kb wislly 427

Mountjoy Chilton Medley, LLP
Frankfort, Kentucky

150 Flynn Avenue, Suite 100 5(02.227.9000 Phone Louisvitle

"P.O, Box'5630 T T o © BD2:227.9400 Fax Tt — e, 7 Lexington
Frankfort, KY 40602 ‘ www.mcmcpa.com ' ‘7 | Covitigton

Frankfort.

An independent Member of Baker Tilly international Bowling Green
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REQUIRED COMMUNICATIONS

Statement of Auditing Standards (SAS) No. 114 and cther professional standards reguire the auditor to provide those
charged with governance with additional information regarding the scope and results of the audit that may assist them '
in overseeing management's financial reporting and disciosure process. Below we summarize these required
communications. '

For purposes of this statement “those charged with govemance’ rﬁeans the person(s) with responsibility for
overseeing the strategic direction of the enfity and obiigations related to the accountability of the entity, which

includes overseeing the financial reporting process.

Area

Comments

Auditors” Respongibiliies  under Generé!ly

Accepted Auditing Standards (GAAS}

As staied in our engagement letter dated April 28,
2010, our responsibilities under generally accepted
auditing standards, is to express an opinion about
whether the financial statements prepared by
management with your oversight are fairly presented,
in. all material respects, in conformity with U.S.
generally accepted accounting principles.

The financial statements are the responsibility of
management. Our audit was designed in accordance
with GAAS and Government Auditing Standards,
issued by the Comptroller General of the United
States of America (GAGAS), .which provides for
reasonable, rather than absoluie, assurance that the
financial statements are free  of material,
misstatement. As 2 part of our audit, we obtained an
understanding of internal control sufficient to plan our
audit and to determinie the nature, timing and extent
of testing performed. We are responsible for
communicaiing significant mailers refated to the
financial statement audit that is, In our professional
jlidgment, relevant to the responsibilities of those
overseeing the financial reporting process. (See our
opinion provided in conjunction with the audit)

Pianned Scope and Timing of Audit

We were engaged to audit the government-wide
statement of net assets of the Library, balance sheet
for govemmental funds;, and balance sheet for
proprietary funds as of June 30, 2010 and the

support, revenuss, and changes in fund balances,
statement of activities for proprietary funds and
statement of cash flows for proprietary funds for the
year then ended.

government-wide statement of activities, statement of .

The objective of our audit and overview of procedures
are stated in our engagement letter dated April 28,
2010, We performed the audit according to the
planned scope.

Qualitative Aspects of the Entity's Significant
Accounting Practices :
The auditor should discuss with those charged with
governance their view about qualitative aspects of the
entity's significant accounting practices, inciuding
accounting policies, accounting estimates, financial
statement disclosures and related matters.

Generally accepted accounting principles provide for
the entity to make accounting estimates and
judgments about accounting policies and financial
statemnent disclosures.

-




Accounting Policies

Accounting Estimates

Financial Statemenf Disclosures

Change in Component Unit Presentation

Management is responsible for the setection and use
of appropriate acceunting policies. In accordance
with the terms of our engagement letter, we wil
advise management about the appropriateness of
sccounting policies and their application.  The

significant accounting policies used by the Library are |

described in Note A to the financial statements. The
application of existing policies was not changed
during the year ended June 30, 2010 (see Appendix

1) We noted no transactions entered into by the

Library during the year for which there is a fack of
authoritative guidance or consensus. There are no
significant transactions that have been recognized in
the fnmancial statements in a different period than
when the transaction oceurred.

Accounting estimates are an integral part of the

financial statements prepared by management and

are based on management's knowledge and
experience about past and current gvents and

assumptions about fuiure events. Certain accountmg'
estimates are. particularly sensitive because of their |

significance fo the financial statements and because

of the possibility that future events affecting them |-

may differ significantly from those expected. The

most sensitive estimate affecting the financiai |
statements was depreciation expense, which s |

calculated based on estimates of useful life of

capitalized property and equ|pment and allowance .
' for doubtful accounts.

We evaluated the key factors and assumptions used
to develop depreciation expense in defermining that it
is reasonable in relation to the financial statements

" taken as a whole.

The disclosures in the financial statements are
neutral, consistent and clear. Ceriain financial
statement disclosurses are particularly sensitive
because of their significance to financial statement
users.

The Lexington Public Library Foundation, a
component unit of the Library, was reported as a
plended component unit in prior years' financial
statements. However, it was determined that the
appropriate presentation of the Foundation is that of 2
discretely presented component unit. As a result of
the difference in presentaticn, the fund balance as of
June 30, 2009 on the fund statements was restated
to make it comparative to 2010. The net effect was to
dacrease the fund balance by $93,157, which was
the fund balance for the component unit at June 30,
2009.

-3-



Significant Difficulties Encountered During the
Audit '

The auditor should inform those charged with
governance of any significant difficulties encountered
in dealing with management related to the
performance of the audit.

We encountered no significant diffi culties in dealing
with management related to the performance of the
audit.

Subsecjuent Event - Tates Creek Branch

Subsequent Event - Litigation

The Tates Creek Branch building has sustained
structural problems; it is estimated that repairs
totaling over $300,000 will be incurred during the
2011 fiscal year. [t is anticipated that the repairs will
be paid from the general fund.

The former executive director has filed a suit against
the Lexington Public Library seeking in excess of
$5,000,000 for damages. - Due to the fact that the
case is in a preliminary stage, no evaluation of
outcome or estimate of loss could be reasonably
estlmated .

Audit Adjustments

Risk and Materiality in
requires the auditor. o
and likely misstatements
other than those -that the

SAS No. 107, Audit
Conducting an Audi,
accumulate all known
indentified in the audit,

auditor believes are trivial.

" | auditor will pass adjustment due to imimateriality.

Several adiustments were made. The total effect of
the adjustments was to-increase net income by |
$617,398. The main reasons for the amount of the
adjusting entries were: 1) an adjusting enlry for
$390,835 was made to capitalize expenditures per
CFO asset listing; and-2) an adjustment to record the
Foundation's activity had a net effect of an increase
of $83,193 on nst income The reclassification

adjusting entries had no. effect on net income. |
Management has agreed to record all audi
adjustments per management representation letter.

An unrecorded entry totaled $5,385. If the
adjustment were made, net assets would be
increased by $5,385. The net effect on net assets is
below materiality and tolerabie misstatement. The

Disagreements with Management

The auditor should discuss with those charged with
governance any disagreemenis with managemsnt,
whether or not satisfactorily resolved, about matters
that individually or in the aggregate could be
significant 1o the entity's financial statemenis or the
auditor's report.

There were no disagreemertts with management
abaut matters that could ke significant to the finangcial
statements or our reports therson.

Management's Consultations  with Other

Accountants

We are not aware of any consultations concerning
any significant accounting or auditing matters with
other accountants related to the 2010 audit.

Other Significant Issuss Discussed, or Subject to
Correspondence, With Management

None

Fraud and llegal Acts

During the conduct of our audit, we did net become

aware of any fraud or lllegal acts

s




Internal Control Related Matters | Dwing the course of the audit, we identified no
deficiencies in internal controt over financial reporiing
that we considered o be significant deficienciss.  The
Controller of Lexington Public Library has reviewed
the disclosure checklist and we believe she has &
sufficient understanding of the information presented
in the financial statements to be able to prepare them
herself; if desired.




APPENDIX |
Note 1. Summary of Significant Accounting Policies
Nature of Organization

Lexington Public Library (the Library) is a governmental entity ‘established as a tax-supported fibrary in
- 1898. The Library is a component unit of the Lexington-Fayette Urban County Government. The Library
is governed by a seven-member Board of Trustees that is empowered by Chapter 173 of the Kentucky
Revised Statutes. The primary mission of the Library is to maintain a free public library in Lexington-
Fayette County, Kentucky with financial support provided by the Lexington-Fayette Urban County
Government (LFUCG). The LFUCG support is provided in the form of annual appropriations based upon
property assessments, . '

The Library's financial statements include the assets and liabilities of the Lexington Public Library
Foundation, inc. The Foundation was formed in May 1897 for the purpose of benefiting, promoting,
supporting, encouraging, and enhancing the program and facilities of the Lexington Pubtic Library. The
purpose of the Foundation is twofold; one, to provide financial support for specific projects of any type it
considers appropriate; and two, to assist the Board of Trustees of the Library and its Advisory Board in
making the Library more valuable to the entire community. The Foundation is considered a discretely
presented component unit of the Lexington Public Library.

Basis of Presentation

The Library's financial statements are presented in accordance with the provisions of Governmental
Accounting Standards, Board Statemeni No. 34, "Basic Financial Statements and Management's
Discussion and Analysis-for State and Local Government.” Statement No. 34 established financial:
reporting requirements for all state and local governments and consists of the following: ‘

Management's discussion and analysis (required supplementary information);

Basic Financial Staiements
Government-wide financial statements
Fund financiai statements ‘ '
Notes to the financial statements

The government-wide financial statements include’ a statement of net assets and the statement of
activities, These statements display information about the Library as a whole. The statements

distinguish- between governmental and business-type- activities: The government-wide: statements are
prepared using the economic-measurement focus. This is the same approach used in the preparation of .
proprietary fund financial statements but differs from the mannar in which governmental fund financial’
statements are prepared. Governmental fund financial statements therefore include reconciliations with

brief explanations to better identify the. relationship between the government-wide statementis and the .
staterments for individual funds. ' . S :

Fund financial statements report detailed information about the Library. Their focus is on individual funds
rather than reporting funds by type. The accounting and financial reporting treatment applied to a fund is
determined by its measurement focus. All governmental funds are accounted for using a flow of current
financial resources measurement focus. With this measurement focus, only current assets and current
iiabilities generally are included on the balance sheet.

Governmental Funds
The primary government reports the following major governmental funds:
General Fund - This is the primary operating fund of the Library. 1t accounts for all financial resources of

the general government, except where the management requires that a separate fund be used for some
function.



APPENDIX |
Note 1. Summary of Significant Accounting Policies
(Continued)

Library Collection Materials Fund — This fund is used to account for library materiais purchased and
collections from late fees and fines. The primary source of revenue for this fund is transfers from the
general fund for property taxes. The major expenditures for this fund are books and matena[s for the
Library.

Construction Fund — This fund is for library construction, The primary source of income for this fund is -
debt incurred. The major expenditures for this fund are construction costs and interest costs from debt.

The primary government has ho noh-major funds.
Special Revenue Funds

" The Library Foundation, Library Collection Materials Fund, and Consfruction Fund are presented as
~ special revenue funds. Special revenue funds are fo account for the proceeds of specmc revenug
sources and expendltures that are legally restricted for speclf C purposes. : .

Proprietary Funds

Proprietary funds distinguish operating revenues and expenses from non—operatmg ttems Operating
revenues and expenses generally result from providing services and producing and deltvenng goods in.
connection with proprietary funds’ principal ongoing operations. All revenues and expenses not meeting
this definition are reported as non-operating revenues and expenses. The government has elected not to-
adopt Financial Accounting Standards Board {FASB) Statements or Interpretations issued after :
November 30, 1889, uniess the Governmental Accou ntmg Standards Board (GASB) adopts such FASB :
Staternents or Interpretations.

The primary government reporis the following major proprietary fund:

Enterprise Fund ~ This fund is used fo account for revenues and expenses related to video rentals and
coplers .

Parking Income Fund - This fund is used to account for revenues and expenses refated to the parking
garage that the Library owns.

Discretely Presented Component Unit

The financial data of the Lexington Public Library. Foundation, Inc. is reported on the Statement of Net
Assets and the Statement of Activities In a separate column that is labeled as "Component Unit" to
emphasize this organization’s separateness from the Library’s primary government. The Foundation
collects restricted donations made to the Library. The primary source of revenue for the Foundation is
from library patronages. The major expense for the Foundation is salaries.

Short-Term Investment

Short-term investments consist of ceriificates of deposit W|th initial maturmes greater than three months.
Fair value approximates carrying amounts.

Capital Asseats
Capital assets are reported in the applicable governmental or business-type activities columns in the
government-wide financial statements. Capital assets are stated at cost. Donated assets are valued at

their estimated fair market value on the date donated. Depreciation of ail exhaustible capital assets is
charged as an expense against their operations. The costs of books are expensed when purchased.

- - —T-



APPENDIX |
Note 1. Summary of Significant Accounting Policies
(Continued) '

Capital Assets (Continued)

Depreciation is computed using the straig-ht-line method over the estimated useful life of each asset,
which varies from five to twenty years.

Income Taxes

The Foundation is exempt from Federal income taxes under Section 501 (c)(3) of the Internal Revenue
Code. Accordingly, no provision for income taxes has been made.

in December 2008, the Financial Accounting Standards Board issued FASB Staff Position {(FSP) FIN 48-

3, "Effective Date of FASB Interpretation No. 48 for Certain Nonpublic Enterprises." FSP FIN 48-3
permits an entity within its scope to defer the effective date of FASB interpretation 48 (Interpretation 48),
Accounting for Uncertainty in income Taxes, to its annual financial statements for fiscal years beginning
after December 15, 2008. The Foundation has elected to defer the application of Interpretation 48 for the-
year ending June 30, 2010. The Foundation evaluates its uncertain tax positions using the provisions of
TASB Statement 5, Accounting for Contingencies. Accordingly, a loss contingency is recognized when it
is probably that a liability has been incurred as of the date of the financial statements and the amount of
the loss can be reasonably estimated. The amount recognized is subject to estimate and management
judgment with respect to the likely outcome of each uncertain tax position. The amount that is ultimately
sustained for an individual uncertain tax position or for all uncertain tax positions in the aggregate could -
differ from the amount recognized. ‘ R :

* Cash and Cash Equivalents

For purposes of statements of cash flows, the Library considers all h'ighly'—liquid‘ investments with an initial
maturity of three month or less to be cash equivalents. : :

Estimafes

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting pericd.
Accordingly, actual results could differ from those estimates. ' - :

Change Iin Required Disclosures

The Library evaluated eventsloccurring between the end of its most recent fiscal year and September 15, -
2010, the date the financial statements were issued. See Note 12 fora subseguent events noted.

The Accounting Standards Codification

In June 2009, the Financial Accounting Standards Board ("FASB") issued SFAS No. 188, entitied The
FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting Principles
{(*GAAP”). In substance, SFAS No, 168 makes the FASB Accounting Standards Codification ("ASC") the
sole source of authoritative accounting technical fiterature for nongovernmental entities. Al accounting
guidance that is not included in the ASC now is considered to be non-authoritative. The ASC is effective
for interim and annual reporting periods ending after September 15, 2000. The Company adopted the

ASC upon issuance, with no material impact to the financial statements.



APPENDIX I

MANAGEMENT REPRESENTATION LETTER

We are providing this latter in connection with your audit of the financial statements of the Lexington
Public Library (the Library) as of June 30, 2010 for the year then ended for the purpose of expressing an
opinion as to whether the financial statements present fairly, in all material respects, the financial position
of the Lexington Public Library and the changes in financial position and cash flows of its proprietary fund
types in conformity with accounting principles generally accepted in the United States of America. We
confirm that we are responsible for the fair presentation in the financial statements of financial position,
results of operations, and cash flows of the proprietary fund types in conformity with accounting principies
generally accepted in the United States of America. We are also responsible for adopting sound
accounting policies, establishing and maintaining internat controi, and preventing and detecting fraud. ~

We confirm, to the best of our knowledge and belief, as of September 15, 2010, the following
representations made to you during your audit: = '

1. The financial statements referred to above are faitly presented in conformity -with accounting "
principles generally accepted in the United States of America and include all properly classified funds
and account groups of the primary -government and alt component units required by generally
accepted accounting principles to be included in the financial reporting entity. '

2. We have made available to you all—

a.  Financial records and related data.

b. Minutes of the mestings of the Lexington Public Library or summaries of actions of recent
meetings for which minutes have not yet been prepared. ' '

3. There have been no communications from regulatory agencies concerning noncompliance with, or
deficiencies in, financial reporting practices. - : C

. 4. There are no material transactions that have not been properly recorded in the éccou'nting records
underlying the financial statements. . . '

5. We believe the effects of the uncorrected financial statement misstatements summarized in the
attached schedule are immaterial, both individually arid in the aggregate, to the financial statements
taken as a whole, [n addition, you have proposed adjusting journal entries that have been posted to
the Library's accounts. Wa are in agreement with those adjustments,

6. We acknowledge our responsibility for the design and implementation of programs and controls to
prevent and detect fraud. :

7. We have no knowledge of any fraud or suspected fraud affecting the Library involving—
a. Management,
b. Employees who have significant roles in internal control, or
c. Others where the fraud could have a material effect on the financial statements.

. 8. We have no knbwledge of any allegations of fraud or suspected fraud affecting the Library received in
communications from employees, former employees, analysis, regulators, or others.

- _g.
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MANAGEMENT REPRESENTATION LETTER
{Continued)

10.

1.

12.

13.

14,

15.

The Library has no plans or intentions that may materially affect the carrying value or classification of
assets, liabilities, or fund equity.

The following, if any, have been properly recorded or disclosed in the financial statements:

a. Related party transactions, including revenues, expenditures/expenses, loans, transfers, leasing
arrangements, and guarantees, and amounts receivable from or payable te related parties.

b. Guarantees, whether written or oral, under which the Library is contingently liable.

¢.  All acdounting estimates that could be material to the financial statements, including the key
factors and significant assumptions underlying those éstimates and measurements. We believe
the estimates and measurements are reasonable in the circumstances, consistently applied, and
adequately disclosed. ' ' :

There are no estimates that may be subject to a material change in the near term that have not been
properly disclosed in the financial statements. We understand that near term means the period within
one year of the date of the financial statements. In addition, we have nc knowledge of concentrations
existing at the date of the financial statements that make the Library vulnerable to the risk of severe
impact that have not been properly disclosed in the financial statements. : .

We are responsible for compliance with the laws, regulations, and provisions of contracts and grant
agresments applicable to us, including tax or debt fimits and debt contracts, and we have identified
and disclosed o you all laws, regulations and provisions of contracts and grant agreements that.we
believe have a direct and material effect on the determination of financial statement amounts or-other
financial data significant to the audit objectives, including legal and contraciual provisions for
reporting specific activities in separate funds, ' ‘ C

Except as made known to you, there are no—

a, Violations or possible violations of budget ordinances, laws and regulations (including those

pertaining to adopting and amending budgets), provisions of contracts and agreements, tax or
debt limits, and any related debt covenants whose effects should be considered for disclosure in
the financial statements or as a basis for recording a loss contingency. ‘ '

b. Unasserted ciaims or aséessmenté that our lawyer has advised us are probable of assertion and-
must be disclosed in accordance with Financial Accounting Standards Board (FASB) Statement

No. 5, Accounting for Contingencias. ‘ ‘

c. Other liabilities or gain or loss contingencies that are required to be accrued cr disclosed by
FASB Statement No. 5. .

d. Reservations or designation of the Library equity that was not properly authorized and approved.
As part of your audit, you assisted with preparation of the financlal statements and related notes. We
have designated an individual with suitable skill, knowledge, or experience to oversee your sernvices
and have made all management decisions and performed all management functions. We have
reviewed, approved, and accepted responsibility for those financial statermments and related notes

The Library has satisfactory title to all owned assets, and there are no liens or encumbrances on such

assets nor has any asset been pledged as collateral.

_-10-
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18.

17.
18.
18.
20.
21,

22.
23.

24,
25,
26.
27.

28,

29.
30.

The Library has complied with all aspects of contractual agreements that would have a material effect
on the financial statements in the event of noncompiiance. o

We have followed all applicable laws and regulations in adopting, approving, and amending‘budgets.

The financia! statements include all component units as well as joint ventures with an equity interest,
and properly disclose ali other joint ventures and other related organizations.

The financial statements properly classify all funds and activities.

All funds that meet the quantitative criteria in GASB Statement Nos. 34 and 37 for présentation as
major are identified and presented as such and all other funds that are presented as major are
particularly important to financial statement users.

Net asset components (invested in capital assets, net of related debt; restricted; and unrestricfed) and
fund balance reserves and designations are properly classified and, if applicable, approved.

Pravisions for uncollectible receivables, if any, have been properly identified and recorded; ‘

Expenses have been appropriately classified in or allocated to functions and programs in the
statement of activities, and allocations have been made on a reasonable basis. S .

Revenues are appropriately classified in the statement of activities within prégram revenues, gengral
revenues, contributions to term or permanent - endowments, or contributions to permanent fund
pringipal. ‘ : :

Interfund, internal, and intra-entity activity and- balances have been ‘appropriately classified:and
reported. ' ‘

Deposits and investment securities are properly classified as to risk; and investmehts are properly
valued. ‘- :

Capital assets, including infrastructure assets, are propér!y cépitalizéd, reported, and, if appiicable,-
depreciated. : : ' '

“The government meets the GASB-established requirerhents for ac’counﬁng for efigible infrastructure

assets using the modified approach.

Required supplementary information (RSI) is measured and presented within prescribed guidelines..

No events, including instances of noncompliance, have occurred subsequent to the balance sheet
date and through the date of this letier that would require adjustment to or disclosure in the
aforementioned financial statements o : :

14 -



Mountjoy
Chilton
MANAGEMENT LETTER | Medley

To the Board of Directors of
the Lexington Public Library

In planning and performing our audit of the financial statements of Lexington Public
Library(the Library) as of and for the year ended June 30, 2010, in accordance with -
auditing standards generally accepted in the United States of America we considered the
Library's internal control over financial reporting (internal control) as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the
financial statements but not for the purpese of expressing an opinion on the effectiveness
of the Library's internal conirol. Accordingly we do not express an opinion on the
Library's internal control. :

Our consideration of internal control was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material wealnesses. - However, during our audit
we noted a matter involving internal control that is presented for your consideration.
This letter does not effect our report dated September 15, 2010 on the “financial
statements of Lexington Public Library We will review the status of this comment during
our next audit cngagement. Our comment and recommendation, which has been
discussed with appropriate members of management, is intended to improve the internal -
control or yesult in other operating efficiencies. We will be pleased to discuss this
comment in further detail at your convenience, perform any additional study of this
maiter, or assist you in implementing the recommendations.  Our comment: 1s
summarized as follows: '

Comment I: We noted that when the money from the coin operated copiers is collected,;
the funds are given to a clerl (if at the branch) but are not rung into the cash register. -

Recommendation: We recommend that the funds collected from copiers at the branch

locations be counted by two employees. We further recommend that these funds be rung -
into the cash register under a separate “key” so that there is a record of what is turned into

the business oflice. ' '

Manaeemerit’s Response:

The Library does not consider the amount of funds at risk material enough to merit the
imvestment in time and cost of requiring the funds collected from copiers af the branch
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locations be counted by two employees and rung into the register. The money collected
in bill form is counted by two employees in the Library’s business office while the coins
are counted by the bank at the time of deposit. The Library monitors coin operated
copier receipts for consistency over time; receipis increased 16.7% for FY 2010 versus
20089.

We believe that the implementation of this recommendation will provide Lexington
Public Library with a stronger system of internal control while also making its operations
morte efficient. We will be happy to discuss the details of this recommendation with you
and assist in any way possible with its implementation

This communication is intended solely for the information and use of management, the
Board of Directors and others within the organization and is not intended to be and
should not be used by anyone other than these specified parties.

Mountjoy Chilton Medley, LLP
Frankfort, Kentucky
September 8, 2010



