Sacramento Public Library Authority
October 22, 2009

Agenda Item 7.0 : FY 2008-09 Financial Audit

TO:

Sacramento Public Library Authority Board Members

FROM:

Vicki Johnson, Director of Finance

RE:

FY 2008/09 Audited Financial Statements

RECOMMENDED ACTIONS:
1.

Accept the Independent Auditor’s Report, Financial Statements,
Required Supplementary Information, and Supplemental Schedules for
the Sacramento Public Library Authority, for the Fiscal Year Ended June
30, 2009 as shown in Exhibit A.

INFORMATION
According to the Joint Powers Agreement, the Library Authority shall cause an
independent audit of the Authority finances to be made by a certified public
accountant or public accountant in accordance with Section 6505 of the
Government Code. In February 2009, the Library established a policy to
complete the Annual Financial Statements by November 30 of each year.
Management is pleased to report that the independent financial audit associated
with fiscal year ending June 30, 2009, has been satisfactorily completed and
auditor statements and opinions are contained in the 2009 Audit Report (see
Exhibit A).
Independent auditors will meet with the Budget-Audit Committee on October 21,
to provide a summary of required communications and discuss issues associated
with the audit. Primary issues discussed in the auditor’s summary included
delays in providing schedules, upcoming changes related to the capitalization of
books and materials, and the status of implementation of internal control
policies and procedures. Related to retiree benefits, the auditors included a
discussion of GASB 45 requirements associated with the disclosure and
recognition of liability or expense for other post employee benefits and the
accounting estimates associated with the SCERS liability.
Staff is pleased to report the 2009 financial audit was completed as scheduled
and all reconciliations and adjusting entries were accomplished in a timely
manner. Books and materials have previously been identified as costs that
should be capitalized according to GASB standards. After conferring with
auditors, implementation of this change has been postponed to allow for the
gathering of accurate financial information necessary to determine the value of
the library collection.
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The resolution and payment of the Authority’s outstanding SCERS liability from
County Fund 11, due June 30, 2009, is nearing completion and will be paid in
fiscal year 2010.
Management Letter - Fiscal Years 2008 and 2009
Issues related to the 2008 Management Letter (Attachment A) have been
completed, are being addressed within the Library’s Internal Assessment, or are
otherwise targeted for completion in fiscal year 2010. Written policies and
control procedures related to cash receipts have been completed.
As of this report, the Management Letter for fiscal year 2009 has not been
received. The 2009 letter will be reviewed by the Budget-Audit Committee
along with management’s response at the next meeting of the Budget/Audit
Committee.
Fund Balances Fiscal Year 2009
The Library General Fund is a consolidation of the Library’s jurisdictional funds:
Shared Cost Fund, County/Cities Fund, Sacramento City Fund, and Sacramento
Special Tax fund.
Financial activities as of June 30, 2009, increased general fund balance by
$3,553,019 resulting in a total fund balance of $27,228,705. After allocation of
shared costs, changes to jurisdictional fund balances due to 2009 financial
activities are stated below. The Shared Fund retained $406,962 in fund balance
as reserves, of which $82,440 was for unspent purpose-restricted donations and
$324,522 for encumbrances.
The reserve for Economic Uncertainty was
increased to $3,508,260 by resolution of the Board on September 25, 2008,
with the adoption of the September final budget for fiscal year 2008/2009.
Increases in fund balance were largely due to growth in County Fund 11
property tax revenues and Sacramento City cost savings measures.
Comparison of Actual Revenue
Year-ended June 30, 2009 versus 2008
Shared
Cost (1)

County/
Cities

Sacramento
City

City Special
Tax

Total

Revenue - 2009

673,608

22,409,368

10,087,459

4,529,227

37,699,663

Revenue - 2008

602,334

21,747,238

10,407,739

4,147,217

36,904,527

71,274

662,130

(320,280)

382,010

795,136

3%

(3%)

9%

2%

Change in Revenue

12%
Inclusive of the Grants Fund

Change %
(1)

In fiscal year 2009, the Library’s revenues grew by $795,136, a 2% increase
over the prior year. The increase was primarily due to growth in the County’s
Fund 11 property tax revenues and City Special Tax revenues. Of the Special
Tax increase, $139,770 is associated with 2008 City Special Tax revenues
received after the fiscal year 2008 accounting cutoff date.
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Comparison of Actual Expenditures
Year-ended June 30, 2009 versus 2008
Shared
Cost (1)

County/
Cities

Sacramento
City

City Special
Tax

Total

Expenditure - 2009

694,369

19,896,897

9,474,811

4,080,566

34,146,643

Expenditure - 2008
Change in Exp inc/(dec.)
Change in Exp %age - inc/(dec.)

291,488

17,770,224

10,208,647

3,606,782

31,877,141

402,881

2,126,673

(733,836)

473,784

2,269,502

12%

(7%)

13%

7%

(1)

138%
Inclusive of the Grants Fund

Overall, actual expenditures increased by $2,269,502, 7% over the prior year
primarily due to contracted increases in salary related costs. Costs related to
services and supplies declined by $746,643 in fiscal year 2009.
Total
expenditures of $34,146,643 were significantly less than the approved budgeted
expenditures of $37,892,508.
Significant savings were recognized due to
position vacancies.
ATTACHMENTS
Exhibit A:
Independent Auditor’s Reports, Financial Statements, Required
Supplementary Information, and Supplemental Schedules for the Sacramento
Public Library Authority for the Fiscal Year Ended June 30, 2009
Attachment A: Management Letter – Fiscal Year 2007/2008
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INDEPENDENT AUDITORS’ REPORT 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

To the Board Members of the
Sacramento Public Library Authority
Sacramento, California
We have audited the financial statements of the Sacramento Public Library Authority (the
Authority) as of and for the year ended June 30, 2008, and have issued our report thereon dated
May 26, 2009. 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.
Internal Control over Financial Reporting
In planning and performing our audit, we considered the Authority’s internal control over
financial reporting as a basis for designing our auditing procedures 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 Authority’s internal control over financial reporting. In addition, we
considered the contents of the 2007-2008 Sacramento County Grand Jury report entitled “The
Business of Books” dated May 14, 2008, and the contents of the “Sacramento County Public
Library Authority’s Response to the Grand Jury Report Entitled ‘The Business of Books’” dated
August 6, 2008. Accordingly, we do not express an opinion on the effectiveness of the
Authority’s internal control over financial reporting.
Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, we identified certain deficiencies in internal control
over financial reporting that we consider to be significant deficiencies.
A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the Authority’s ability
to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the Authority’s financial statements that is more than inconsequential will not be
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prevented or detected by the Authority’s internal control. We consider the deficiencies described
in the accompanying Schedule of Findings and Responses as 2008-1, 2007-1, 2007-3, 2007-4,
2007-6, 2007-7, and 2007-8 to be significant deficiencies in internal control over financial
reporting.
A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement of the
financial statements will not be prevented or detected by the Authority’s internal control.
Our consideration of the internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and would not necessarily identify all
deficiencies in the internal control that might be significant deficiencies and, accordingly, would
not necessarily disclose all significant deficiencies that are also considered to be material
weaknesses. However, we consider the significant deficiencies described above to be material
weaknesses when considered in the aggregate.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Authority’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 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.
The Authority’s responses to the findings identified in our audit are described in the
accompanying Schedule of Findings and Responses. We did not audit the Authority’s response
and, accordingly, we express no opinion on it.
This report is intended solely for the information and use of the Board Members and
management and is not intended to be and should not be used by anyone other than these
specified parties.

Sacramento, California
May 26, 2009 and September 23, 2009 as to the Schedule of Findings and Responses

-2-
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Sacramento Public Library Authority
SCHEDULE OF FINDINGS AND RESPONSES
June 30, 2008

Finding 2008-1
Condition:
According to discussions with Authority management and audit work performed over
accounts receivable, it was discovered that the main office branch of the library was not
making timely deposits of all check receipts.
Criteria:
Sound internal controls mitigate the ability to misappropriate assets.
Effect:
When the library receives cash receipts they are sometimes misplaced with other paperwork.
As a result several cash receipts were not discovered until the clean up and reconciliation
process for the audit. In some instances the date on the check and the deposit date were more
than six months apart.
Cause:
The written policies and control procedures over cash receipts and accounts receivables are
incomplete.
Recommendation:
Policies and procedures relating to cash receipts should be established that provide guidelines
on the tracking of accounts receivables and cash receipts to ensure that cash receipts are
deposited in a timely manner. Cash receipts should be posted in the system the same day
they are received and deposited with the next bank deposit on a timely basis.
View of Responsible Officials:
Management concurs with the recommendation that the cash receipts process should be
consistent across the organization and should ensure that all cash and check receipts are
recorded and deposited in a timely manner using sound internal control principles. Desk
procedures for Cash Receipts Reconciliation have been put in place and documented. Staff
has received training on the procedure and regular review of the process has been
implemented. The process includes the immediate logging of all checks or cash received
including the signature or initials of persons receiving and delivering the funds; the
-3-
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Sacramento Public Library Authority
SCHEDULE OF FINDINGS AND RESPONSES - CONTINUED
June 30, 2008

receipting of the funds into the system in a timely manner which shall be no later than the
bank deposit date; and the reconciliation of logged check amounts to prepared receipt edit
lists and subsequent bank deposit slips. The process calls for regular review of the cash
receipt reconciliation by the Senior Accountant or designee. Management is confident that
the new procedure will ensure that all cash receipts are recognized in a timely manner and
that regular monitoring will ensure its continuity.
Status of Prior Year Recommendations
Finding 2007-1
Status:
This condition still existed during the fiscal year ending June 30, 2008.
Condition:
According to discussions with Authority management, not all branches are performing daily
cash balancing. Additionally, the cash balancing documents are not being forwarded to the
main office. At one of the branches, at least nine people had the combination to the safe
where the cash bag is kept, and the personnel did not safeguard their copies of the written
down combination.
Recommendation:
Written policies and procedures over cash handling should be completed and disseminated to
all the branches.
Previous Response for Finding:
Management concurs with this recommendation and is pleased to report that new cash
handling policies and procedures were fully implemented in February 2009 (Policy No. 710,
Financial Policies and Procedures Manual). Staff received training associated with the new
cash handling procedures and is forwarding cash reconciliations and associated
documentation to the Finance Department regularly.
All branches are now equipped with cash registers and new secured dual compartment safes
with drop slots for daily deposits. Staff has received instruction on appropriate controls,
including separation of duties, associated with the cash registers, management of safe access,
cash reconciliation, general cash handling, and preparation of the bank deposit. Additionally,
-4-
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SCHEDULE OF FINDINGS AND RESPONSES - CONTINUED
June 30, 2008

the Library has contracted an armored courier service to transfer deposits directly to the
bank.
Management Response on Current Status:
Cash handling procedures have been implemented in all branches as stated above since
January 2009. Monitoring controls are in place requiring the review of all branch
reconciliations by Finance staff to ensure compliance, accuracy and continuity of this
process.
Finding 2007-2
Status:
No issues related to this prior finding were noted during the performance of the current year
audit procedures.
Condition:
According to discussions with Authority management and review of the Grand Jury Report,
during 2007, facility service requests from the branches were not being reviewed and
approved on a regular basis. Additionally, company credit card usage was not being
monitored.
Recommendation:
Updated written policies and procedures over procurement and credit card usage have
already been completed and disseminated to all the branches. Management should continue
to monitor the service request process and credit card usage for appropriate implementation
of the policies and procedures.
Previous Response for Finding:
Management concurs with these recommendations and will continue to monitor the service
request process and credit card usage associated with procurement.

-5-
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SCHEDULE OF FINDINGS AND RESPONSES - CONTINUED
June 30, 2008

Management Response on Current Status:
No current issues noted by auditors.
Finding 2007-3
Status:
This condition still existed during the fiscal year ending June 30, 2008.
Condition:
According to discussions with Authority management, there is no segregation of duties for
renting out the Galleria facility. There is one person writing the contracts, requesting
payments from the main office for deposit returns, and putting the receipt information in the
system for posting. Another person actually posts the information, but this is done without
review. Additionally, the requests for payments to vendors are internal memos from the
Galleria; there are no outside invoices requesting payment.
Recommendation:
We recommend that the policies and procedures for renting out the Galleria facility be
revised to adequately separate the duties so that one person does not have responsibility for
custody of assets, authorization of transactions, and record-keeping responsibilities. When
duties cannot be separated, compensating controls should be implemented.
Previous Response for Finding:
Management concurs with this recommendation and will work with Galleria staff to establish
appropriate controls, including separation of duties, for financial functions performed by the
Galleria.

-6-
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SCHEDULE OF FINDINGS AND RESPONSES - CONTINUED
June 30, 2008

Management Response on Current Status:
Controls for the Library Galleria staff have been implemented to include the immediate
logging and recording of cash receipts by Galleria staff, regular review and posting of cash
receipts by Finance staff, and review and authorization of payment refunds by Galleria
manager or designee. Funds associated with Galleria receipts are transferred to the Finance
safe on a regular basis and Galleria receipts are reconciled along with the Finance receipts
during the Finance cash reconciliation process. These processes are in place and functioning.
Finding 2007-4
Status:
This condition still existed during the fiscal year ending June 30, 2008.
Condition:
During 2007, account reconciliations, analyses, and other support for major financial
statement line items were not finalized in a timely manner. This condition was noted in the
previous audit as a finding; see 2006 Finding No. 1.
Recommendation:
We recommend that the Authority ensure its accounting closing processes are implemented
as designed.
Previous Response for Finding:
Management concurs with this recommendation, which is carried forward in part from
recommendations of 2006. Financial policies for monthly, quarterly, and annual closing
processes have been developed and core functions are in place. There are several processes
related to new technologies and improvements to allocation methods which are being
developed and, in some cases, require additional staff training. Finance is on track for
completing these processes by June 30, 2009.
In addition, all account reconciliations for FY 2008 were completed before fieldwork began.
All analyses and other requested support are expected to be provided to the auditors in a
timely fashion.

-7-
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SCHEDULE OF FINDINGS AND RESPONSES - CONTINUED
June 30, 2008

Management Response on Current Status:
Closing procedures outlined above have been implemented for the fiscal year 2009 audit.
Finding 2007-5
Status:
No issues related to this prior audit finding were noted during the performance of the current
year audit procedures.
Condition:
During 2007, according to discussions with Authority management, the processing of cash
disbursements was backlogged and transactions were not being reviewed by a person other
than the one initiating and processing the transactions. This condition was noted in the
previous audit as a finding; see 2006 Finding No. 2.
Recommendation:
We recommend that the Authority ensure its staffing size is adequate and that the new
accounting policies and procedures, when finalized, are implemented as designed.
Previous Response for Finding:
Management concurs with the recommendation that timely review of cash disbursements is
important and is pleased to report that review processes initiated during 2008 fiscal year have
alleviated this problem. There is an assigned supervisor who fulfills this function and two
backups as needed.
Management Response on Current Status:
No current issues noted by auditors.
Finding 2007-6
Status:
This condition still existed during the fiscal year ending June 30, 2008.
-8-
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Condition:
The Authority’s written accounting policies and procedures are incomplete. This condition
was noted in the previous audit as a finding; see 2006 Finding No. 3.
Recommendation:
We recommend that the Authority finalize and implement its written accounting policies and
procedures.
Previous Response for Finding:
Management concurs with the recommendation of finalizing and implementing written
policies and procedures. In the 2006 follow up, management stated in part or in whole the
following:
In January 2009, staff presented to the Board a list of issues as a result of its own Internal
Assessment, which included the need to establish comprehensive system-wide policy and
procedures manuals to assist in Authority operations. The manuals are targeted to be in place
by June 2009 and to be completed by June 2010.
Significant inroads have been made in the documentation and implementation of financial
policies and procedures. During fiscal year 2009 the Authority Board received and accepted
the following for which training has commenced and is ongoing: Internal Control Policy and
Procedures, Contracts and Procurement Policy, Library Branch Cash Handling Policy and
Procedures, Review and Approval of Processed Payroll Policy and Procedures, a revised
Investment Policy, Travel Policy and Procedures, and Monthly, Quarterly, and Annual
Closing Policy and Procedures.

-9-
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Management Response on Current Status:
As part of the Authority’s own internal assessment, which includes regular tracking and
completion of established goals, the Authority has continued its path to developing a formal
comprehensive manual of policies and procedures. This work is ongoing and on target for
completion by June 2010.
Finding 2007-7
Status:
This condition still existed during the fiscal year ending June 30, 2008.
Condition:
The Authority does not capitalize its library books and materials.
Recommendation:
We recommend that management determine the basis value of its library books and
materials, and record as depreciable assets.
Previous Response for Finding:
Management concurs with the recommendation and will capitalize books and materials
effective July 1, 2008.

- 10 -

000096

Attachment A

Sacramento Public Library Authority
SCHEDULE OF FINDINGS AND RESPONSES - CONTINUED
June 30, 2008

Management Response on Current Status:
Management has worked with Collections Management and auditors on this issue and has
determined that implementation of capitalization of books and materials must be postponed
until fiscal year 2010 to allow for the gathering of accurate financial information necessary to
determine the value of the library collection. The Library was able to pull an inventory
summary list of the Library’s collection from the Millennium system at the conclusion of this
fiscal year which included the value of various collection categories by branch, however no
such list existed for fiscal year 2008 for comparison. It was also discovered near the end of
the year that the weeding lists of books that were disposed did not include a valuation of
those items. Lacking these components reduces the valuation to a high level of estimation.
For this reason and the time constraints of developing new audit processes associated with
determining the accuracy of the books and materials handling system, staff is proceeding
with a timely audit and delaying implementation of this recommendation until fiscal year
2010.
Finding 2007-8
Status:
This condition still existed during the fiscal year ending June 30, 2008.
Condition:
According to discussions with Authority management and review of the Grand Jury Report,
outstanding customer amounts owed are not recorded as accounts receivable in the financial
records.
Recommendation:
We recommend that management determine a reasonable method for estimating the
outstanding customer amounts owed and record the amount as accounts receivable, and book
a corresponding allowance for the amount considered to be uncollectible.
Previous Response for Finding:
Management concurs with the recommendation to determine a reasonable method for
estimating the outstanding customer amounts owed. More recent aging reports indicate there
are outstanding balances greater than 4 years which likely will never be collectible. Since
- 11 -
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management has historically taken the position that outstanding fees are not available
resources and therefore not recognized, this outstanding balance has not previously been
addressed. A policy for dealing with these balances is being developed.
Management will continue working with auditors to determine a reasonable estimate of
customer amounts owed.
Management Response on Current Status:
Management concurs with the recommendation. The most recent estimation of outstanding
fines was $5,146,905 as of February 28, 2009. The collectible amounts are not readily
estimated; as such, should the late fees and fines be carried as accounts receivable, it is likely
that 100% of the amount would be reserved as uncollectible. The net amount for financial
statement purposes would in turn be $0. Therefore, there is no material effect on the financial
statements by not recording the amounts as accounts receivable. Since the net receivable will
be zero, the outstanding fines will be recorded in the notes for reference.
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