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Department of County Management

MULTNOMAH COUNTY OREGON

501 SE Hawthorne Blvd, Suite 531

Portland, Oregon 97214

(503) 988-3786 phone A Multnomah
(503) 988-3292 fax aimamm Cou nty

December 30, 2015

Honorable County Chair and Multnomah County Library District Board of Commissioners
Multnomah County, Portland, Oregon

INTRODUCTION

We are pleased to submit the Basic Financial Statements for Multnomah County Library District,
Portland, Oregon (the District), for the year ended June 30, 2015. This report includes the opinion of
our independent auditors, Moss Adams LLP.

We prepared this report for the Secretary of the State of Oregon as required under ORS 297.425. The
District's financial statements are also included in the Comprehensive Annual Financial Report of
Multnomah County (the County) as a blended component unit. This is necessary because the Board
of County Commissioners of Multnomah County serves as the governing body and maintains overall
financial accountability for the District.

Accounting principles generally accepted in the United States of America (US GAAP) requires that
management provide a narrative introduction, overview, and analysis to accompany the basic
financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of
transmittal is designed to complement MD&A and should be read in conjunction with it. The Library
District’s MD&A can be found immediately following the independent auditors’ report.

PROFILE OF THE DISTRICT

In 1864 a small group of local citizens joined together to form a subscription library, which today is
known as Mulinomah County Library. The library began operation in 1902 as Oregon’s first
tax-supported public library. Multnomah County assumed the entire tax support of the library in
1911, and, for much of its history, the library was funded by the County’s General Fund.
Challenging economic times over the years led to passing various serial levies to provide additional
temporary funding for the libraries; however library supporters recognized the need for stable and
dedicated library funding.

In November 2010, the voters amended the Multnomah County Charter and established a method
under which the Multnomah County Board of County Commissioners could form a library district
upon voter approval (Multnomah County Home Rule Charter Chapter IX). In August 2012, the
County Board referred to the voters ballot measure to approve formation of a Multnomah County
Library District (Resolution 2012-104). The voters approved the formation of the library district at
the November 6, 2012 general election (Measure 23-143). The effect of this measure created the
Multnomah County Library District (MCLD) on July 1, 2013 as a separate taxing district for the
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Library as a mechanism to secure permanent funding for Library operations. The Library District’s
boundaries are contiguous with those of Multnomah County. The library district tax replaces the
Hbrary’s previous funding model of temporary local option levies and annual contributions from
Multnomah County’s General Fund. Library district taxes are dedicated to fund only library services.
The County and the District have executed an intergovernmental agreement which states that the
County will be reimbursed by the District for the cost of library operations provided using County
resources, including administrative costs such as finance, legal, human resources, risk management
and internal services.

The District’s financial statements are prepared on the accrual basis of accounting, revenues are
tecorded at the time they are earned and expenses are recorded at the time the liabilities are incurred.
The District’s budget is prepared on the modified accrual basis of accounting. Oregon Budget Law
requires the use of budgetary control. See page 14 for the Schedule of Revenues, Expenditures, and
Changes in Fund Balances — Budget and Actual.

As Oregon's largest public library, Multnomah County Library serves nearly one-fifth of the state's
population with a wide variety of programs and services. Multnomah County Library is the oldest
public library district west of the Mississippi, with a history that reaches back to 1864.

FACTORS AFFECTING FINANCIAL CONDITION

The Multnomah County Library District provides library funding to a countywide population of
765,775 residents. The County’s library system consists of 19 neighborhood branches that house
nearly 900 computer search stations for the public and a collection of two million books and other
library materials. In addition to books, the library serves the community via its website, electronic
databases, social media, ebooks, and more.

Fiscal year 2015 marked the second full year of the newly created Multnomah County Library
District, which was authorized by voters in November 2012. The District formation relieved
Multnomah County of a $15.3 million commitment for ongoing General Fund support in fiscal year
2014 and beyond. Increased property tax compression results in an offsetting loss to the County
General Fund of approximately $7.2 million. For the Library, the County and its patrons, the
District’s permanent rate means County libraries will no longer be dependent on successive 5-year
local option tax levies. The permanent tax rate of $1.24 replaces a lower local option rate of $0.89
and addresses significant cuts the Library experienced in fiscal year 2013.

Property taxes are the District’s largest revenue source accounting for almost 95% of total budgeted
revenues for fiscal year 2015. Property taxes have remained relatively insulated from declining reat
estate values. Property taxes are govemned by two state constitutional measures, Measure 5 and
Measure 50, which set limits on the amount of tax that can be collected. In general, property tax
values cannot grow by more than 3% year over year. For fiscal year 2016, property tax collections
are expected to increase by 6.4% driven by new construction and decreased Measure 5 compression.
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The District’s permanent rate is limited to $1.24 per $1,000 AV. For fiscal year 2016, the District
will levy the same rate as the prior year, $1.18 per $1,000. The Library District permanent tax rate
supports the County’s library system in accordance with the intergovernmental agreement between
Multnomah County and the Library District.

AWARDS AND ACKNOWLEDGEMENTS

I would like to acknowledge the help of the Finance Division staff, who aided me in the preparation
of this report. I appreciate their excellent work. 1 also want to thank the staff in the Department of
County Management for their contributions during the year.

Respectfully submitted,

Joseph Mark Campbell

Chief Financial Officer
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REPORT OF INDEPENDENT AUDITORS

The Board of County Commissions
Multnomah County Library District

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the major fund,
and the respective budgetary comparison for the General Fund of the Multnomah County Library
District (“the District”), a component unit of Multhomah County, Oregon as of and for the year ended
June 30, 2015, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or

error.

Auditor’s Responsibilily

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

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

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

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

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis on pages 4 through 7 be presented to supplement the basic financial
statements. Such information, although not a part of the hasic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District's basic financial statements. The Supplementary Information, as
identified in the table of contents, is presented for purposes of additional analysis and is not a required
part of the basic financial statements.

The Supplementary Information is the responsibility of management and was derived from and relates
- directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the supplementary information is fairly stated, in all material respects, in relation to the basic financial
statements as a whaole.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District's basic financial statements. The introductory section (Board of County
Commissioners and transmittal letter) are presented for purposes of additional analysis and are not a
required part of the basic financial statements.
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The introductory section has not been subjected to the auditing procedures applied in the audit of the
basic financial statements, and accordingly, we do not express an opinion or provide any assurance on it.”

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 30,
2015 on our consideration of the Multnomah County Library District’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report 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 internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the Multnomah County Library District's internal control over financial reporting and compliance.

Report on Other Legal and Regulatory Requirements

In accordance with the Minimum Standards for Audits of Oregon Municipal Corporations, we have
issued our report dated December 30, 2015 on our consideration of the Multnomah County Library
District’s compliance with certain provisions of laws and regulations, including the provisions of Oregon
Revised Statutes as specified in Oregon Administrative Rules. The purpose of that report is to describe
the scope of our testing of compliance and the results of that testing and not to provide an opinion on

compliance.

James C. Lanzarotta, Partner
On behalf of Moss Adams LLP
Certified Public Accountants
Eugene, Oregon

December 30, 2015




(This page intentionally left blank.)



Department of County Management
MULTNOMAH COUNTY OREGON

501 SE Hawthorne Blvd, Suite 531

Portland, Oregon 97214 .

(503) 988-3786 phone A Multnomah
(503) 988-3292 fax dggs Cou nty

MANAGEMENT DISCUSSION AND ANALYSIS

As management of Multnomah County Library District, we offer readers of the District’s basic
financial statements this narrative overview and analysis of the financial activities of the District for
the year ended June 30, 2015. Multnomah County and the Library District have entered into an

- intergovernmental agreement that provides for a structure of governance, internal services and
management. Through this IGA the District’s resources support the operations of the County
libraries and related County services.

We encourage readers to consider the information presented here in conjunction with the additional
information that we have furnished in our letter of transmittal, which can be found on pages ii-iv of

this report.

Financial Highlights

Government-wide Statements
o The District’s assets exceeded its liabilities and deferred inflows of resources at June 30, 2015

by $70,376,966. Of this amount $7,840,195 is restricted for Libraty operations and $900,765 is
unrestricted and may be used {o meet ongoing obligations.

s Total net p051t10n as of June 30, 2015 was $70,376,966, an increase of $66,035,533. This
increase is primarily due to the capital assets transferred from the Library fund of $61,636,006
(net of accumulated depreciation) and a $4,464,920 increase in property tax revenue, the
District’s largest revenue source. For fiscal year 2015 the District recognized $68,730,347 in
property taxes. The District’s property tax rate is $1.18 per $1,000 of assessed value. Total
expenses for the District in the second vear were $67,975,589. All of the District’s expenses
were used to support County Library operations.

o Total assets for the District were $70,843,470, of this $7,840,195 is recorded‘as restricted by
the approved property tax levy or by contracts with the District’s grantors or contributors.

Fund Statements
o At June 30, 2015 the Disirict’s governmental funds reported ending fund balance of

$6,434,479, an increase of 128% over the prior year.

Overview of the Financial Statements

This discussion and analysis is infended to serve as an introduction fo the Library District’s basic
financial statements. The District’s basic financial statements include: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the basic financial statements. This report
also contains other supplementary information in addition to the basic financial statements

themselves.




Government-wide financial statements. The government-wide financial statement are designed to
provide readers with a broad overview of the District’s finances, in a manner similar fo a private-sector

business. -

The Statement of Net Position presents information on all of the District’s assets, liabilities and deferred
inflows of resources with the difference reported as net position. Over time, increases or decreases in
net position may serve as a useful indicator of whether the financial position of the District is improving
or deteriorating.

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

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

Notes to the basic financial statements. The notes provide additional information that is essential to a
full understanding of the data provided in the fund financial statements. The notes to the financial

statements can be found on pages 15-20 of this report.
Significant Financial Transactions

During fiscal year 2015, Multnomah County's Board of County Commissioners authorized the transfer
of library related capitalized assets from the County to the Library District. The acquisition value of the
assets transferred was $126,570,693 less the related accumulated depreciation of $64,934,687. This
resulted in a net capifal asset fransfer of $61,636,006. "Additional details regarding the categoties of
assets transferred can be found in footnote C. 2 Capital Assets (page 18).

Financial Analysis of the District

Net position may serve as a useful mdicator of a government’s financial condition. As noted earlier, the
District’s total assets exceeded its liabilities and deferred inflows of resources by $70,376,966. At the
end of the fiscal year, the District is able to report positive balances in each category of net position. The
following statements summarize the Distriet’s net position at June 30, 2015.



Multnomah County Library District
Statement of Net Position

June 30,
2015 2014

Cash and investments $ 6,151,854 § 2,566,625

Receivables ' 3,055,610 2,069,688

Capital assets, net 61,636,006 -
Total assets 70,843,470 4,636,313

Liabilities — due to other governments 401,004 244,880

Deferred inflows of resources 65,500 50,000

Net position:

Net invesment in capital assets 61,630,006 -

Restricted for library operations 7,840,195 2,692,019

Unrestricted 500,765 1,649,414

Total net position § 70,376,966 $ 4,341,433

Multnomah County Library District
Changes in Net Position
June 30,
2015 2014

Revenues

Program revenues:

Fines, fees and charges for services $ 1,967,763 § 1,616,643
Operating grants and contributions 1,604,737 1,308,152

General Revenues:

- Property taxes 68,730,347 64,265,427
Interest earnings 72,269 31,767
Transfer n - capital assefs 61,636,006 -

Total revenues 134,011,122 67,221,989

Expenses . '

Operating expenses:

Library services 67,975,589 62,880,556
Total expenses 67,975,589 62,880,556

Inciease in net position 66,035,533 4,341,433

Beginning net position 4,341,433 -

Ending net position $ 70376966 § 4,341,433




Fund Financial Analysis

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements. The District’s governmental fund provides information on near-term inflows,
outflows and balances of spendable resources. Unassigned fund balance may serve as a useful measure
of a government’s net resources available for spending at the end of a fiscal year.

The General Fund is used to account for all revenues and expenditures applicable to the general
operations of the District. Restricted fund balance was $5,533,714 and the assigned fund balance was
$900,765 at June 30, 2015. The restricted amounts are for property taxes and grant programs.

General Fund Budgetary Highlights

The District adopted a budget for its General Fund (see page 14) in accordance with Oregon budget law
and prior to the start of the fiscal year. The adopted budget was not amended; therefore the original and

final budgets are the same.

The District’s actual expenditures were below the total budgeted expenditures by $2,602,751 or 2% for
the period from July 1, 2014 through June 30, 2015. Budgeted expenditures are based on the amount of
projected revenues (primarily property tax collections) while actual expenditures reflect the total amount
paid to support the cost of County library operations. ‘

Economic Factors and Budget Information for Next Year

The District’s adopted revenues for fiscal year 2016 total $81,553,157, which represents an increase of
$10,076,139 or 12% from the prior year. Property tax revenues are the single Jargest source of revenue
for the District. Property tax revenues are expected to increase in fiscal year 2016 by 6% due to an
increase in assessed values.

The District maintains its intergovernmental agreement (IGA) with Multnomah County to provide
library operations and support to the District. The IGA is effective from January 1, 2013 to June 30,
2016.

Requests for Information

This financial report is designed to provide a general overview of Multnomah County Library District’s
- finances for all those with an interest in the government’s finances. Questions concerning any of the
information provided in this report or requests for additional financial information should be directed to

the following address:

Multnomah County

Department of County Management
501 SE Hawthorne Blvd, Suite 531
Portland, OR.

97214-3501



MULTNOMAH COUNTY LIBRARY DISTRICT
(A component unit of Mulitnomah County, Oregon)
Statement of Net Position

©Juneé 30,2015

ASSETS
Current assets
Unrestricted:
Cash and investments
Receivables:
Accounts
- Restricted:
Cash and investments
Receivables:
Taxes
Accounts
Non-current assefs
Capital assets (net of accumulated depreciation)
Total assets

LIABILITIES
Liabilities payable from restricted assets:
Accounts payable
Payable to Multnomah County
Total liabilities

DEFERRED INFLOWS OF RESOURCES
Resources received before time requirements met
Total deferred inflows of resources

NET POSITION
Net investment in capital assets’
Restricted for:
Expendable - Library operations
Unrestricied

Total net position

The notes to this financial are an integral part of this statement.

Primary
Government

Governmental
Activities

$ 3,166,919
40,366
2,984,935

2,613,074
402,170

61,636,006
70,843,470

30
400,974
401,004

65,500
65,500

61,636,006

7,840,195
900,765

$ 70,376,966




MULTNOMAH COUNTY LIBRARY DISTRICT
(A component unit of Multnomah County, Oregon)
Statement of Activities
For the Year Ended June 30, 2015

Net (Expense)
Revenues and
Changes in Net

Program revennes Position
Primary
government
Operating
Charges for Grants and Governmenta
Funetions/Programs Expenses Services Contributions Coniributions 1 Activities

Primary government: _
Library services and operations § 67,975,589 § 1,967,763 $ 1,604,737 $

- $ (64,403,089

Total governmental activities $§ 67,975,589 § 1,967,763 § 1,604.737 $

- $  (64,403,089)

General revenues:
Taxes:
Property taxes, levied for general purposes
Interest and investment eamings
Special item — transfer of capital assets from
the County
Tuotal general revenues and transfers
Change in net position
Net position - beginning

Net position - ending

The notes to this financial statement are an integral part of this statement.
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68,730,347
72,269

61,636,006
130,438,622
66,035,533
4,341,433

$ 70,376,966



MULTNOMAH COUNTY LIBRARY DISTRICT
(A component unit of Multnomah County, Oregon)

Balance Sheet -
Governmental Fund
June 30, 2015

ASSETS
Unrestricted:
Cash and investments
Receivables:
Accounts
Restricted:
Cash and investinents
Receivables: ‘
Taxes
Accounts
Total assets

LIABILITIES
Liabilities payable from restricted assets:
Accounts payable
Due to other governments
Total liabifities

DEFERRED INFLOWS OF RESOURCES

Resources not yet available:
Property taxes
Resources received before time
requirements met
Total deferred inflows of resources

FUND BALANCE
Restricted
Assigned
Total fund balance
Total liabilities, deferred inflows of
resources and fund balance

The notes to the financial statements are an integral part of this statement.
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General Fund

$ 3,166,919
40,366
2,984,935

2,613,074
402,170

$ 9,207,464

8 30

400,974

401,004

2,306,481

65,500

2,371,981

5,533,714
900,765
6,434,479

S 9,207,464




MULTNOMAH COUNTY LIBRARY DISTRICT
(A component unity of Multnomah County, Oregon)
Reconciliation of the Balance Sheet to the Statement of Net Position

Governmental Fuad
As of June 30, 2015

Total fund balances - Governmental Fund $ 6,434,479

Amounts reported for governmental activities in the statement of net position are
different because:

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the governmental funds.
Governmental capital assets $ 126,570,693
Less accumulated depreciation ‘ (64,934,687) 61,636,006

Deferred inflows represents amounts that were not available to fund current
expenditures and therefore are not reported in the governmental funds.

Property taxes 2,306,481

Net Position of Governmental Activities _ $ 70,376,966

The notes to the financial staternents are an integral part of this statement.
| 11



MULTNOMAH COUNTY, OREGON -
(A component unit of Mnltnemah County, Oregon)
Statement of Revenues, Expenditures, and Changes in Fund Balances
P «(Fovernmental Fund - T
For the Year Iinded June 30, 2(}15

General Fund
REVENUES
Payments in lieu of taxes $ 73,058
Taxes 67,783,861
Intergovernmental 512,255
Licenses and permits : ‘ 116,605
Charges for services : 1,364,831
Interest ‘ 72,269
Other: ' '
Noa-governmental grants 1,659,297
Miscellaneous 3,367
Total revenues 71,585,743
EXPENDITURES
Current:
Intergovernmental - Payments to Mulinomah County 67,975,589
Total expenditores 67,975,589
Net change in find balances : 3,610,154
Fund balances - beginning 2,824,325
Fund balances - ending $ 6,434,479

The notes to the financial statements are an integral part of this statement. -
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MULTNOMAH COUNTY LIBRARY DISTRICT
(A component unit of Multnomah County, Oregon)
Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balances to the Statement of Activities
Governmental Fund
For the period ending June 30, 2015

Net change in fund balances ~ Governmental Fund

Amounts reported for governmental activities in the statement of net position are different because:

Revenues in the statement of activities that do not provide current financial resources are
not reported as revenues in the governmental funds.
Transfer of capital assets from the County, net of accumulated depreciation:
Increase in deferred inflows of resources — property taxes

Change in net positidn of governmental activities

The notes to the financial statements are an integral part of this statement.
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$ 3,610,154

61,636,006
789,372

$ 66,035,533




MULTNOMAH COUNTY LIBRARY DISTRICT
(A component unit of Multnomah County, Oregon)
Statement of Revenues, Expenditures, and Changes in Fund Balances « Budget and Actual
Lo ‘General Fund . . :
For the Year Ended June 30, 2015

Variance with

Final Budget
Budgeted Amounis Actual " Favorable
Original FHinal Airounts (Unfavorable)
REVENUES
Payments in lieu of taxes - % - & 73,058 § 73,058
Taxes - property 66,891,684 66,891,684 67,783,861 892,177
Intergovernmental 384,000 384,000 512,255 128,255
Licenses and permits 115,000 115,000 116,605 1,605
Charges for services 1,432,000 1,432,000 1,364,831 (67,169)
Interest 20,000 20,000 72,269 52,269
Other:
Non-governmental grants 1,616,169 1,734,156 1,659,297 (74,859)
Miscellaneous 1,500 1,500 3,567 2,067
. Total revenues 70,460,353 70,578,340 71,585,743 1,007,403
EXPENDITURES
Payiments to County for library operations 70,460,353 70,578,340 - 67,975,589 2,602,751
Net change in firnd balances - - 3,610,154 3,610,154
Fund balances - beginning - - 2,824,325 2,824,325
Fund balances - ending $ - 3 - $ 6434479  § 6,434,479

The accompanying notes are an integral part of the financial statements.
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MULTNOMAH COUNTY LIBRARY DISTRICT
(A component unit of Multnomah County, Oregon)
Notes to Basic Financial Statements
June 30, 2015

Note A. Summary of significant accounting policies

1.

Reporting entity

In 2010, the voters amended the Multnomah County Charter and established a method under which
the Multnomah County Board of County Commissioners could form a library district upon voter
approval (Multnomah County Home Rule Charter Chapter IX). Subsequently, in August 2012, the
County Board referred to the voters’ a ballot measure to approve formation of the Multnomah
County Library District (Resolution 2012-104). The voters approved the formation of the library
district at the November 6, 2012 general election (Measure 23-143). The Multnomah County
Library District (MCLD) was created on July 1, 2013 with the approval of measure 23-143. The
effect of passing this measure created a library district with a permanent rate dedicated to library
services, operations, books, materials, programs, activities and oversight of the district. The
District’s permanent rate is a mechanism to secure permanent funding for Library operations. The
Multnomah County Board of Commissioners (the Board) is the governing body of the District. The
boundaries for MCLD include all territory within Multnomah County. Since Multnomah County is
financially accountable for and significantly influences the operations of the District, the District is
included in the financial statements of Multnomah County as a special revenue fund.

Government-wide and fund financial statements

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of
Activities) report information on all of the nonfiduciary activities of the District (the primary
government) and its component units. Governmental activities are primarily supported by taxes.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment is offset by program revenues. Direct expenses are those that are clearly identifiable with
a specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included
among program revenues are reported instead as general revenues.

The fund financial statement provides information about the District’s primary operating fund, the
General Fund.

Measurement focus, basis of accounting, and financial statement preparation

The District’s basic financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. The measurement
focus is on the flow of economic resources. With this measurement focus, all assets and all liabilities
associated with the operations are included on the Statement of Net Position.
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MULTNOMAH COUNTY LIBRARY DISTRICT
(A component unit of Multnomah County, Oregon)

Notes to Basic Financial Statements
June 30, 2015

The financial statements of the District have been prepared in accordance with accounting principles
generally accepted in the United States of America (US GAAP). US GAAP statements include all
relevant Governimental Accounting Standards Board {(GASB) pronouncements. The financial
statements have incorporated all applicable GASB pronouncements.

The accompanying basic financial statements have been prepared for purposes of Oregon statutory
reporting requirements. The District’s General Fund is a governmental fund, which is reported
using the current financial resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they are both measurable and available. Revenues
are considered to be available when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the government considers
revenues to be available if they are collected within 60 days of the end of the current fiscal period.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.

Cash and investments

The District’s cash and investments are deposited in the County’s investment pool. The District’s
cash and investments participate in this pool rather than specific, identifiable securities. The
District’s share of County pooled cash and investments can be drawn upon demand, and therefore,
the entire amount on deposit with the County is considered cash equivalents. Interest earned on
pooled investments is allocated monthly based on the average daily cash balance of the District in
relation to total investments in the pool. It is not practical to determine the investment risk,
collateral, or insurance coverage for the District’s share of these pooled investments.

State statutes authorize the County to invest in obligations of the U.S. Treasury, commercial paper,
corporate bonds, municipal bonds, banker’s acceptances, repurchase agreements, and the State
Treasurer’s Local Government Investment Pool (LGIP). Investments for the County, as well as for
its component units, are reported at fair value. The LGIP operates in accordance with appropriate
State laws and regulations.

Information about the pooled investments is included in the County’s Comprehensive Annual
Financial Report (CAFR) and may be obtained by contacting the County’s Finance Division at 501
SE Hawthorne Boulevard, Suite 531, Portland, OR 97214 or found on line at:
https://multco.us/finance/financial-reports

Accounts receivables

The District’s receivables are tax distributions which are collected through the County’s property tax
system. Real and personal property taxes are assessed and become a lien against the property as of
July 1 each year, and are payable in three installments on November 15, February 15 and May 15.
All property taxes receivable are due from property owners within the District. Property tax
receivables are deemed to be substantially collectible or recoverable though foreclosure.
Accordingly, no allowance for doubtful tax accounts is deemed necessary. The District also reports
receivables at year-end for expenditure driven grants and contributions.
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MULTNOMAH COUNTY LIBRARY DISTRICT
(A component unit of Multnomah County, Oregon)
Notes to Basic Financial Statements
June 30, 2015

6. Capital assets

The District’s capital assets which consist of land, buildings, equipment, works of art, and their
improvements, are reported on the government-wide financial statements, Capital assets are defined
as assets with an initial, individual cost of more than $5,000 for equipment and $100,000 for
infrastructure and internally developed software with an estimated useful life of at least three years.
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation.,

The costs of normal maintenance and repairs are expensed as incurred. Expenditures for major
additions, improvements and replacements are capitalized. Capital assets are depreciated unless they
are inexhaustible in nature, such as land. Property plant and equipment of the District are depreciated
using the straight line method over the following estimated useful lives:

. Equipment, including software 3 - 20 years
. Buildings and improvements 40 years

7. Deferred inflows of xesources

Deferred inflows of resources represent an acquisition of net position that is applicable to a future
reporting period. In the Statement of Net Position this includes resources that are received before
the District has met eligibility requirements related to time. In the governmental fund financial
statements, deferred inflows of resources also include revenues that are measurable but not available.

8. Net position and fund balances

Net position is reported on the Statement of Net Position. Within net position, the net investment in
capital assets represents total capital assets less accumulated depreciation. The District does not
teport any debt directly related to its capital assets. The restricted component of net position consists
of external constraints on resources imposed by grantors, contributors, laws or regulations of other
governments, or constraints imposed by law through constitutional provisions or enabling
legislation. Of the total restricted balance, the majority is restricted by enabling legislation, as a
result of the amendment to the County’s charter to allow the District to impose ad valorem property

- taxes sufficient to support its function and services, with a permanent rate limit for operating taxes
approved by County voters. The remaining restricted balance represents restrictions by third parties
such as grantors and contributors. Amounts reported as unrestricted consist of assets that do not
meet the definition of “restricted” as noted. Unrestricted resources include as fines, fees and charges
for services that do not carry any constraints on spending.

On the governmental fund balance sheet, the District’s fund balances carry the same restrictions as
noted above for net position. Assigned fund balance represents resources constrained by the
County’s intent to use them for a specific purpose. Unassigned fund balance has not been restricted

to a specific purpose.
9. Intergovernmental agreements

Multnomah County and the District have entered into an intergovernmental agreement (IGA) that
states the County will be reimbursed for the cost of library operations by the District. The IGA also
provides a structure for governance, internal services and management of the Districts as well as
defining ownership of library assets. The terms of the agreement are effective January 1, 2013 to
June 30, 2014 and the agreement has been renewed through June 30, 2016.
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MULTNOMAH COUNTY LIBRARY DISTRICT
(A component unit of Multhomah County, Oregon)
Notes to Basic Financial Statements
June 30, 2015

10. Use of estimates

In preparing the basic financial statements in conformity with accounting principles generally
accepted in the United States of America (US GAAP), management is required to make estimates
and assumptions that affect the reported amounts of assets and liabilities and the disclosures of
contingent assets and liabilities at the date of the financial statements and revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Note B. Stewardship, compliance, and accountability
Budgets

The District’s budget is prepared and adopted in accordance with Oregon local budget law. Certain
adjustments are necessary to reconcile from the budgetary basis to the US GAAP basis. All annual
appropriations lapse at fiscal year end. During the month of February each year, the District submits
requests for appropriations to the County Chair so that a budget may be prepared. By May 15, the
proposed budget is presented to the County Board of Commissioners for approval. The Board holds
public hearings and a final budget must be prepared and adopted no later than June 30. '

The adopted budget is prepared by fund and department. The County’s department managers may -
make transfers of appropriations within a department and fund. Transfers and changes (increases) of
appropriations between departments or funds require the approval of the Board. The legal level of
budgetary control, (i.e., the level at which expenditures may not legally exceed appropriations) is the

fund and department level.

Note C. Detailed notes on the Fund
1. Cash and investments

The District’s cash and investments reported on the statement of net position represent the District’s
share of the County’s cash and investment pool. The District’s participation in the cash and
investment pool is involuntary. Inferest earnings from this pool are allocated to the Disirict on a
monthly basis. At June 30, 2015 the District’s share of the County’s cash and investment pool
totaled $6,151,854. Of this amount $2,984,935 is restricted by external grant agreements and the
requirements of the District’s property tax levy.

2. Capital assets
In fiscal year 2015, the County transfer net asseis from the primary government to the District.

Beginning Increases Decreases Ending

Balance Balance
Buildings $ - % 64,879,047 $ - § 64,879,047
Land and land improvements - 3,343,953 - 3,343,953
Equipment - 53,917,358 - 53,917,358
Works of art - 4,430,335 - 4,430,335
Accumulated depreciation - (64,934,687) - (64,934,687)
$ - $ 61,636,006 §$ - § 61,636,006
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MULTNOMAH COUNTY LIBRARY DISTRICT
(A component unit of Multnomah County, Oregon)
Notes to Basic Financial Statemenfts
June 30, 2015

3. Transactions with Multnomah County and special item

In fiscal year 2015, the District made payments in the amount of $67,975,589 to Multnomah County
for Jibrary services and operations under the IGA. Additionally, the County's governing body
approved the transfer of all library-related assets to the District. Assets including land, buildings,
works of art (including rare book collections), and equipment totalling $126,570,693 in acquisition
value less $64,934,687 in accumulated depreciation were transferred during the current fiscal year.

Note D). Receivables

Real and personal property taxes are assessed and become a lien against the property as of July 1
each year, and are payable in three installments on November 15, February 15, and May 15. All
property taxes receivable are due from property owners within the District. For fiscal year
2014-2015, the District levied property taxes in the amount of $70,580,985. The tax rate for fiscal
year 2014-2015 was $1.18 per $1,000 of assessed value. Property tax receivable at June 30, 2015
was $2,613,074, which is reported as restricted. The remaining restricted accounts reccivable of
$402,170 represents grants and contributions.

Property tax receivables are deemed to be substantially collectible or recoverable through
foreclosure. Accordingly, no allowance for doubtful tax accounts is deemed necessary. The
District’s remaining receivables represent grants or contributions which are deemed fully collectible.

Note E. Net position and fand balances

As of June 30, 2015, the government wide statement of net position reports $7,840,195 of restricted
net position. Of this amount, $7,779,143 is restricted by enabling legislation for library operations
and $61,052 is restricted by external grantors and contributors for special library programs. The
remaining amount of $900,765 is reported as unrestricted.

Fund balances for governmental funds reports $5,472,662 restricted by enabling legislation for
library operations and $61,052 restricted grant resources for special programs. The same amount
reported above as unrestricted net position is reported as unassigned fund balance in governmental
funds.

Note E. Risk management

As a compontnt unit of the County, the District is exposed to various risks of loss related to torts;
theft of, damage to and destruction of assets; errors and omissions; and natural disasters for which
the County carries commercial insurance. The County has established risk management programs
for liability insurance coverage. The District is covered under the policies and programs insuring the
County. The County maintains an internal service fund, the Risk Management Fund, to account for
and finance its risks of loss. The County established risk management programs for liability and
workers’ compensation, whereby premiums are calculated on payroll expenses in all funds and are
paid into the Risk Management Fund. The funds are available {o pay claims, claim reserves, and
reduce administrative costs of the program. These interfund premiums are used to offset the amount
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MULTNOMAH COUNTY LIBRARY DISTRICT
(A component unit of Multnomah County, Oregon)
Notes to Basic Financial Statements
June 30, 2015

of claims expenditure reported in the Risk Management Fund. As of June 30, 2015, interfund
premiums exceeded reimbursable expenditures. Settlements have not exceeded the County’s
coverage balance for each of the past three fiscal years.

Note G. Pension plans

The District itself does not have any employees but is serviced by Multnomah County employees
who are covered under the County’s pension plans and other benefit plans. The County’s
Comprehensive Annual Financial Report (CAFR) provides further details on these plans. The CAFR
is posted on line at: https://multco.us/finance/financial-reports
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MULTNOMAH COUNTY LIBRARY DISTRICT

(A component unit of Multnomah County, Oregon)
Schedule of Property Tax Collections and Outstanding Balances
For the year Ended June 30, 2015

{unavdited)
Deduct
Collections

Taxes Add (Deduoct) Add Including - Faxes

Receivable Corrections Interest an Add Deduct Tnterest on Receivable
Tax June 30, Current and Delinguent Urban Renewal Discounts Delinguent Juxe 30,

Year 2014 . Levy Adjustments Taxes . Closure Allowed Taxes 2015
2014-15 $ - § 70580985 % (188,239 $ 31,846 % 3211 % (1,810,300 % (66,953,328) § 1,664,174
2013-14 § 1718970 § - 3 (99,759) § 56,617 § 2444  § 2,207 3§ (731,588) § 948,900
$ 1718979  § 70,580,985 % (287998 § 83463 % 5655 & {1,808,093) § (67,684,516) $ 2,613,074
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REPORT OF INDEPENDENT AUDITORS ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH OREGON MINIMUM AUDIT STANDARDS

Beard of County Commissioners
Multnomah County Library District

We have audited the basic financial statements of the Multnomah County Library District (the “District™) ‘
as of and for the year ended June 30, 2015 and have issued our report thereon dated December 30,

2015. We conducted our audit in accordance with auditing standards generally accepted in the United |
States of America and the provisions of the Minimum Standards for Audits of Oregon Municipal }
Corporations, prescribed by the Secretary of State. Those standards require that we plan and perform |
the audit to obtain reasonable assurance about whether the basic financial statements are free from

material misstatement.

Compliance

As part of obtaining reasonable assurance about whether the District’s financial statements are free from .
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,

contracts, and grant agreements, including provisions of Oregon Revised Statutes as specified in Oregon

Administrative Rules OAR 162-10-000 to 162-10-330, as set forth below, noncompliance with which

could have a direct and material effect on the determination of financial statement amounts.

S S Complanes Tentfed? |
162-010-0230 Accounting Records and Internal Control None Noted
162-010-0240 Public Fund Deposits None Noted
162-010-0250 Indebtedness Not Applicable
162-010-0260 Budget None Noted
162-010-0270 Insurance and Fidelity Bonds None Noted
162-010-0280 Programs Funded from Outside Sources None Noted
162-010-0295 Highway Funds Not Applicable
162-010-0300 Investments None Noted
162-010-0310 Public Contracts and Purchasing None Noted
162-010-0315 State School Fund Not Applicable
162-010-0316 Public Charter Schools Not Applicable
162-010-0320 Other Comments and Disclosures None Noted

However, providing an opinion on compliance with those provisions was not an objective of our 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 Minimum Standards for Audits of
Oregon Municipal Corporations, prescribed by the Secretary of State.
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Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances 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 District’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A 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 a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. We did identify certain deficiencies in internal control, described in the
accompanying schedule of findings and responses as item 2015-001 that we consider to be a material
weakness.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Minimum Standards for Audits of Oregon Municipal Corporations, prescribed by the Secretary of State,
in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

VWK-W

James C. Lanzarotta, Partner
For Moss Adams LLP
Certified Public Accountants
Eugene, Oregon

December 30, 2015
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REPORT OF INDEPENDENT AUDITORS ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Board of County Commissioners
Multnomah County, Oregon

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities of the Multnomah County Library District, (the District), a Component Unit of Multnomah
County, Oregon, as of and for the year ended June 30, 2015, and the related notes to the financial
statements, which collectively comprise the District's basic financial statements, and have issued our
report thereon dated December 30, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the District’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A 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 a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that were not identified. We did identify certain deficiencies in internal control, described in
the accompanying schedule of findings and responses as item 2015-001 that we consider to be a
material weakness.

Pra Miy
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free
from 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 statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our 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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Mot AAand, 1Lf

Eugene, Oregon
December 30, 2015
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MULTNOMAH COUNTY LIBRARY DISTRICT
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2015

FINDING 2015-001 - Exclusion of Capital Assets on the Statement of Net Position
{Material Weakness in Internal Control Over Financial Close and Reporting)

Criteria: Governmental Accounting Standards Board (GASB} Statement No. 34 Basic
Financial Statements and Management’s Discussion and Analysis for State and Local
Governments requires governments to report all capital assets in the government-wide
statement of net position as components of assets (capital assets) and net position {net
investment in capital assets).

Condition: The Library District did not includé approximately $61.6 million of capital
assets and net investment in capital assets in the Library District’s draft financial

statements.

Context: During fiscal year 2015, Multhomah County transferred approximately $61.6
million of capital assets. from the County to the Multnomah County Library District. These
assets are currently held in the name of the Library District and are required to be reported
in the District’s government-wide financial statements.

Effect: The draft version of the Library District’s financial statements understated the
Library District’s financial position by approximately $61.6 million.

Cause: In the prior year, the Library District did not have any capital assets; this is a new
item for the District. During the financial statement drafting process, the capital asset
accounts were excluded from mapping into the government-wide statements. This
exclusion was not detected and corrected by the District’s internal controls over financial

close and reporting.

Recommendation: It is recommended that the Library District review the mapping
sequence between the general ledger and the CAFR drafting software and revise the
internal controls over financial close and reporting to address the current omission and
prevent potential future omissions.

Management’s Response: The County concurs with the recommended action and will
work with the CAFR drafting software vendor to properly include and map full accrual
accounts and balances when preparing subsequent financial reports. The procedures and
controls over year-end closing and reporting are being enhanced to prevent future

omissions.

26



