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INDEPENDENT AUDITOR’S REPORT 
 
 
Franklin Public Library 
Warren County 
44 East Fourth Street 
Franklin, Ohio 45005 
 
To the Board of Trustees: 
 
Report on the Financial Statements  
 
We have audited the accompanying financial statements of the cash balances, receipts and 
disbursements by fund type, and related notes of the Franklin Public Library, Warren County, (the Library) 
as of and for the years ended December 31, 2016 and 2015. 
 
Management's Responsibility for the Financial Statements 
 
Management is responsible for preparing and fairly presenting these financial statements in accordance 
with the financial reporting provisions Ohio Revised Code Section 117.38 and Ohio Administrative Code 
Section 117-2-03(D) permit; this responsibility includes designing, implementing and maintaining internal 
control relevant to preparing and fairly presenting financial statements free from material misstatement, 
whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to opine on these financial statements based on our audit.  We audited in accordance 
with auditing standards generally accepted in the United States of America and the financial audit 
standards in the Comptroller General of the United States’ Government Auditing Standards. Those 
standards require us to plan and perform the audit to reasonably assure the financial statements are free 
from material misstatement.  
 
An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures 
selected depend on our judgment, including assessing the risks of material financial statement 
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control 
relevant to the Library’s preparation and fair presentation of the financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not to the extent needed to opine on the 
effectiveness of the Library’s internal control. Accordingly, we express no opinion. An audit also includes 
evaluating the appropriateness of management’s accounting policies and the reasonableness of their 
significant accounting estimates, as well as our evaluation of the overall financial statement presentation. 
 
We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.  
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Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
As described in Note 2 of the financial statements, the Library prepared these financial statements using 
the accounting basis permitted by the financial reporting provisions of Ohio Revised Code Section 117.38 
and Ohio Administrative Code Section 117-2-03(D), which is an accounting basis other than accounting 
principles generally accepted in the United States of America (GAAP), to satisfy these requirements.  
Although the effects on the financial statements of the variances between the regulatory accounting basis 
and GAAP are not reasonably determinable, we presume they are material. 
 
Though the Library does not intend these statements to conform to GAAP, auditing standards generally 
accepted in the United States of America require us to include an adverse opinion on GAAP.  However, 
the adverse opinion does not imply the amounts reported are materially misstated under the accounting 
basis Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-03(D) permit.  Our 
opinion on this accounting basis is in the Opinion on Regulatory Basis of Accounting paragraph below. 
 
Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
In our opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion on 
U.S. Generally Accepted Accounting Principles paragraph, the financial statements referred to above do 
not present fairly, in accordance with accounting principles generally accepted in the United States of 
America, the financial position of the Library as of December 31, 2016 and 2015, or changes in financial 
position thereof for the years then ended. 
 
Opinion on Regulatory Basis of Accounting 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
combined cash balances of the Franklin Public Library, Warren County as of December 31, 2016 and 
2015, and its combined cash receipts and disbursements for the years then ended in accordance with the 
financial reporting provisions Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 
117-2-03(D) permit, described in Note 2. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated August 25, 
2017, on our consideration of the Library’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters.  That report describes the scope of our internal control testing over financial reporting and 
compliance, and the results of that testing, and does not opine 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 Library’s internal control over financial reporting and compliance. 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
Columbus, Ohio 
 
 
August 25, 2017 
 

rakelly
Yost_signature



Franklin Public Library
Warren County, Ohio
Combined Statement of Receipts, Disbursements
and Changes in Fund Balances (Regulatory Cash Basis)
All Governmental Fund Types
For the Year Ended December 31, 2016

Totals
Special Capital (Memorandum

General Revenue Projects Only)
Cash Receipts
Property and Other Local Taxes $1,129,064 $0 $0 $1,129,064
Public Library 1,190,239 1,190,239
Intergovernmental 28,827 28,827
Patron Fines and Fees 41,630 41,630
Contributions, Gifts and Donations 505 5,019 5,524
Earnings on Investments 1,940 2,814 14,568 19,322
Miscellaneous 148 148

Total Cash Receipts 2,392,353 7,833 14,568 2,414,754

Cash Disbursements
Current:
    Library Services: 1,869,682 4,012 1,873,694
Capital Outlay 101,133 101,133

Total Cash Disbursements 1,970,815 4,012 0 1,974,827

Excess of Receipts Over (Under) Disbursements 421,538 3,821 14,568 439,927

Other Financing Receipts (Disbursements)
Transfers In 600,000 600,000
Transfers Out (600,000) (600,000)
Other Financing Uses (2,675) (2,675)

Total Other Financing Receipts (Disbursements) (602,675) 0 600,000 (2,675)

Fund Cash Balances, January 1 748,540 541,452 3,728,005 5,017,997

Fund Cash Balances, December 31
Nonspendable 0 0 0 0
Restricted 0 0 0 0
Committed 0 0 4,342,573 4,342,573
Assigned 0 545,273 0 545,273
Unassigned (Deficit) 567,403 0 0 567,403

Fund Cash Balances, December 31 $567,403 $545,273 $4,342,573 $5,455,249

See accompanying notes to the basic financial statements
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Note 1 - Description of the Library and Reporting Entity 
 
The Franklin Public Library was organized as a school district public library in 1923 under the laws of the 
State of Ohio. The Library has its own Board of Trustees of seven members who are appointed by the 
Franklin Board of Education. Appointments are for seven-year terms and members serve without 
compensation. Under Ohio statutes, the Library is a body politic and corporate capable of suing and being 
sued, contracting, acquiring, holding, possessing, and disposing of real property, and of exercising such 
other powers and privileges conferred upon it by law. The Library also determines and operates under its 
own budget. Control and management of the Library is governed by sections 3375.33 to 3375.39 of the Ohio 
Revised Code with the administration of the day-to-day operations of the Library being the responsibility of 
the Director and financial accountability being solely that of the Fiscal Officer. 
 
The Library is fiscally independent of the Franklin Board of Education, although the Board of Education 
serves in a ministerial capacity as the taxing authority for the Library. The determination to request approval 
of a tax levy, the role and purpose(s) of the levy, are discretionary decisions made solely by the Board of 
Library Trustees. Once those decisions are made, the Franklin Board of Education must put the levy on the 
ballot. There is no potential for the Library to provide a financial benefit to or impose a financial burden on the 
Franklin Board of Education. 
 
Note 2 - Summary of Significant Accounting Policies 
 
A. Basis of Presentation 
 
The Library’s financial statements consist of a combined statement of receipts, disbursements and changes 
in fund balances (regulatory cash basis) for all governmental fund types. 
  
B. Fund Accounting 
 
The Library uses funds to maintain its financial records during the year.  A fund is defined as a fiscal and 
accounting entity with a self-balancing set of accounts.  The funds of the Library are presented below: 
 

General Fund - The General Fund accounts for all financial resources except those required to be 
accounted for in another fund. The general fund balance is available to the Library for any purpose 
provided it is expended or transferred according to the general laws of Ohio. 

 
Building Fund – This Capital Project fund is used to record the related receipts and expenditures of 
the Library’s Building Fund. 

 
Hankinson Trust Fund – This Special Revenue fund is used to record the related receipts and 
expenditures per the Mary Hankinson Trust Agreement. 
 
Springboro/Garland Trust Fund – This Trust Fund is used to record the related receipts and 
expenditures of the Springboro/Garland Trust Fund. 
 

The other governmental funds of the Library account for grants and other resources whose use is restricted 
for a particular purpose. 
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Note 2 - Summary of Significant Accounting Policies (Continued) 
 
C. Basis of Accounting 
 
The Library’s financial statements are prepared using the cash basis of accounting. Receipts are recorded in 
the Library’s financial records and reported in the financial statements when cash is received rather than 
when earned and disbursements are recorded when cash is paid rather than when a liability is incurred. 
As a result of the use of this cash basis of accounting, certain assets and their related revenues (such as 
accounts receivable and revenue for billed or provided services not yet collected) and certain liabilities and 
their related expenses (such as accounts payable and expenses for goods or services received but not yet 
paid, and accrued expenses and liabilities) are not recorded in these financial statements. 
 
D. Budgetary Process 
 
All funds are legally required to be appropriated. The appropriations resolution is the Trustee’s authorization 
to spend resources and sets limits on cash disbursements plus encumbrances at the level of control selected 
by the Trustees. Budgetary modifications at the legal level of control may only be made by resolution of the 
Board of Library Trustees. 
 
For control purposes, the Library estimates cash receipts for the year. These estimated receipts, together 
with the unencumbered carry-over balances from the prior year, set a limit on the amount the Trustees may 
appropriate. The estimated receipts may be revised during the year if projected increases or decreases in 
receipts are identified by the Fiscal Officer/Clerk. The amounts reported as the original budgeted amounts on 
the budgetary statements reflect the amounts of estimated resources when the original appropriations were 
adopted. The amounts reported as the final budgeted amounts on the budgetary statements reflect the 
amounts of estimated resources at the time final appropriations were enacted by the Trustees. 
 
The appropriations resolution is subject to amendment throughout the year with the restriction that 
appropriations should not exceed estimated resources. The amounts reported as the original budgeted 
amounts reflect the first appropriation ordinance for that fund that covered the entire year, including amounts 
automatically carried forward from prior years. The amounts reported as the final budgeted amounts 
represent the final appropriation amounts passed by the Trustees during the year. 
 
E. Deposits and Investments 
 
The Library’s accounting basis includes investments as assets.  This basis does not record disbursements 
for investment purchases or receipts for investment sales.  This basis records gains or losses at the time of 
sale as receipts or disbursements, respectively. 
 
STAR Ohio is an investment pool managed by the State Treasurer’s Office which allows governments within 
the State to pool their funds for investment purposes. STAR Ohio is not registered with the SEC as an 
investment company, but does operate in a manner consistent with Rule2a7 of the Investment Company Act 
of 1940. Investments in STAR Ohio are valued at STAR Ohio’s share price, which is the price the investment 
could be sold for on December 31, 2016. 
 
F. Capital Assets 
 
The Library reports disbursements for inventories and prepaid items when paid. These items are not 
reflected as assets in the accompanying financial statements. 
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Note 2 - Summary of Significant Accounting Policies (Continued) 
 
G. Accumulated Leave 
 
In certain circumstances, such as upon leaving employment or retirement, employees are entitled to cash 
payments for unused leave. Unpaid leave is not reflected as a liability under the Library’s cash basis of 
accounting. 
 
H. Fund Balance 
 
Fund balance is divided into five classifications based primarily on the extent to which the Library must 
observe constraints imposed upon the use of its governmental-fund resources. The classifications are as 
follows: 
 

Nonspendable The Library classifies assets as nonspendable when legally or contractually required 
to maintain the amounts intact. 

 
Restricted Fund balance is restricted when constraints placed on the use of resources are either 
externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws or 
regulations of other governments; or is imposed by law through constitutional provisions.   

 
Committed  The Board of Trustees can commit amounts via formal action (resolution). The Library 
must adhere to these commitments unless the Board amends the resolution.  Committed fund balance 
also incorporates contractual obligations to the extent that existing resources in the fund have been 
specifically committed to satisfy contractual requirements. 

 
Assigned Assigned fund balances are intended for specific purposes but do not meet the criteria to be 
classified as restricted or committed. Governmental funds other than the general fund report all fund 
balances as assigned unless they are restricted or committed. In the general fund, assigned amounts 
represent intended uses established by the Library Board or a Library official delegated that authority 
by resolution, or by State Statute. 

 
Unassigned Unassigned fund balance is the residual classification for the general fund and includes 
amounts not included in the other classifications. In other governmental funds, the unassigned 
classification is used only to report a deficit balance.  
 

The Library applies restricted resources first when expenditures are incurred for purposes for which either 
restricted or unrestricted (committed, assigned, and unassigned) amounts are available. Similarly, within 
unrestricted fund balance, committed amounts are reduced first followed by assigned, and then unassigned 
amounts when expenditures are incurred for purposes for which amounts in any of the unrestricted fund 
balance classifications could be used. 
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Note 3 – Budgetary Activity 
 
Budgetary activity for the year ending December 31, 2016 follows: 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
Note 4 - Deposits and Investments 
 
The following deposit/investment objectives will be applied in the management of funds of the Franklin Public 
Library. The deposit/investment program shall preserve capital and protect investment principle within 
defined parameters. The deposit/investment program shall maintain sufficient liquidity to meet reasonably 
anticipated fiscal operating requirements on an on-going basis throughout the fiscal cycle. 
 
The deposit/investment program shall strive to attain the best total return or yield on deposited and invested 
funds of the Library as is reasonable and prudently achievable within defined parameters. All attempts shall 
be made to minimize risks inherent in investment through diversification so as to eliminate the risk of loss 
resulting from an over-concentration of funds in a specific maturity, issuer, industry, geographical area, or 
class of securities. All attempts shall be made to minimize the costs of financial transactions related to 
implementing investment strategies. 
 
The Library maintains a deposit and investments pool all funds use.  The Ohio Revised Code prescribes 
allowable deposits and investments.   The carrying amount of deposits and investments at December 31 was 
as follows:           
 

 2016 
Demand deposits $     89,016 
STAR Ohio Plus 4,341,435 
Total deposits 4,430,451 
STAR Ohio 752,326 
Money market fund 272,473 
Total investments 1,024,799 
Total deposits and investments $5,455,250 

 
 
 
 

Budgeted Actual
Fund Type Receipts Receipts Variance
General $2,417,835 $2,392,353 ($25,482)
Special Revenue 225 7,833 7,608
Capital Projects 6,000 614,568 608,568

Total $2,424,060 $3,014,754 $590,694

2016 Budgeted vs. Actual Receipts

Appropriation Budgetary
Fund Type Authority Expenditures Variance
General $2,709,267 $2,573,490 $135,777
Special Revenue 5,000 4,012 988
Capital Projects 0 0 0

Total $2,714,267 $2,577,502 $136,765

2016 Budgeted vs. Actual Budgetary Basis Expenditures
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Note 4 - Deposits and Investments (Continued) 
 
Interest rate risk arises because the fair value of investment changes as interest rates change. The Library’s 
investment policy addresses interest rate risk by limiting maturity dates, or average maturity dates, to no 
more than five (5) years from date of purchase, unless the investment is matched to a specified obligation or 
debt of the Library, thereby avoiding the need to sell securities on the open market prior to maturity. 
 
STAR Ohio carries a rating of AAAm by Standard and Poor’s. The Library has no investment policy dealing 
with investment credit risk beyond the requirements in state statutes. Ohio law requires that STAR Ohio 
maintain the highest rating provided by at least one nationally recognized standard rating service and that 
the money market fund be rated in the highest category at the time of purchase by at least one nationally 
recognized standard rating service. 
 
For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the 
Library will not be able to recover the value of its investments or collateral securities that are in the 
possession of an outside party. The Library has no investment policy dealing with investment custodial risk 
beyond the requirements in ORC 135.14(M)(2) which states, “Payment for investments shall be made only 
upon the delivery of securities representing such investments to the treasurer, investing authority, or qualified 
trustee. If the securities transferred are not represented by a certificate, payment shall be made only upon 
receipt of confirmation of transfer from the custodian by the treasurer, governing board, or qualified trustee.” 
 
Note 5 - Risk Management 
 
The Library is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. During 2016, the Library contracted with 
several companies for various types of insurance coverage as follows: 
 

● Comprehensive property and general liability; 
● Vehicles; and 
● Errors and omissions. 

 
Settled claims have not exceeded coverage in any of the last three years and there was no significant 
reduction in coverage from the prior year. 
 
The Library pays the State Workers’ Compensation System a premium based on a rate per $100 of salaries. 
This rate is calculated based on accident history and administrative costs. The System administers and pays 
all claims. 
 
Note 6 - Defined Benefit Pension Plan 
 
The Library’s employees belong to the Ohio Public Employees Retirement System (OPERS).  OPERS is a 
cost-sharing, multiple-employer plan.  The Ohio Revised Code prescribes this plan’s benefits, which include 
postretirement healthcare and survivor and disability benefits. The Ohio Revised Code also prescribes 
contribution rates.  OPERS members contributed 10%,of their gross salaries and the Library contributed an 
amount equaling 14% of participants’ gross salaries.  The Library has paid all contributions required through 
December 31, 2016.  
 
OPERS provides retirement, disability, survivor and death benefits and annual cost of living adjustments to 
members of the traditional and combined plans. Members of the member directed plan do not qualify for 
ancillary benefits. Authority to establish and amend benefits is provided by Chapter 145 of the Ohio Revised 
Code. OPERS issues a stand-alone financial report that may be obtained by writing to OPERS, 277 East 
Town Street, Columbus, OH 43215-4642 or by calling (614) 222-6705 or (800) 222-7377. 
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Note 7 - Postemployment Benefits 
 
OPERS offers cost-sharing, multiple-employer defined benefit postemployment plans, which include multiple 
health care plans including medical coverage, prescription drug coverage, deposits to a Health 
Reimbursement Arrangement and Medicare Part B premium reimbursements, to qualifying benefit recipients 
of both the traditional pension and the combined plans.  OPERS contributes 2% of the employer contribution 
to fund these benefits. 
 
Note 8 – Library and Local Government Support 
 
The primary source of revenue for Ohio public libraries is the Public Library Fund (PLF), which is 1.7% of the 
State General Fund tax revenues. The County Budget Commission allocates these funds to the Library 
based on its needs such as for the construction of new library buildings, improvements, operation, 
maintenance and expenses.  The Budget Commission cannot reduce its allocation of these funds to the 
Library based on any additional revenues the Library receives.  



Franklin Public Library
Warren County, Ohio
Combined Statement of Receipts, Disbursements
and Changes in Fund Balances (Regulatory Cash Basis)
All Governmental Fund Types
For the Year Ended December 31, 2015

Totals
Special Capital (Memorandum

General Revenue Projects Only)
Cash Receipts
Property and Other Local Taxes $1,098,913 $0 $0 $1,098,913
Public Library 1,170,938 1,170,938
Intergovernmental 30,505 30,505
Patron Fines and Fees 45,377 45,377
Contributions, Gifts and Donations 630 5,318 5,948
Earnings on Investments 587 559 6,751 7,897
Miscellaneous 416 416

Total Cash Receipts 2,347,366 5,877 6,751 2,359,994

Cash Disbursements
Current:
    Library Services: 1,868,968 4,636 1,873,604
Capital Outlay 113,223 113,223

Total Cash Disbursements 1,982,191 4,636 0 1,986,827

Excess of Receipts Over (Under) Disbursements 365,175 1,241 6,751 373,167

Other Financing Receipts (Disbursements)
Transfers In 400,000 400,000
Transfers Out (400,000) (400,000)
Other Financing Uses (159) (159)

Total Other Financing Receipts (Disbursements) (400,159) 0 400,000 (159)

Fund Cash Balances, January 1 783,524 540,211 3,321,254 4,644,989

Fund Cash Balances, December 31
Nonspendable 0 0 0 0
Restricted 0 0 0 0
Committed 0 0 3,728,005 3,728,005
Assigned 0 541,452 0 541,452
Unassigned (Deficit) 748,540 0 0 748,540

Fund Cash Balances, December 31 $748,540 $541,452 $3,728,005 $5,017,997

See accompanying notes to the basic financial statements
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Note 1 - Description of the Library and Reporting Entity 
 
The Franklin Public Library was organized as a school district public library in 1923 under the laws of the 
State of Ohio. The Library has its own Board of Trustees of seven members who are appointed by the 
Franklin Board of Education. Appointments are for seven-year terms and members serve without 
compensation. Under Ohio statutes, the Library is a body politic and corporate capable of suing and being 
sued, contracting, acquiring, holding, possessing, and disposing of real property, and of exercising such 
other powers and privileges conferred upon it by law. The Library also determines and operates under its 
own budget. Control and management of the Library is governed by sections 3375.33 to 3375.39 of the 
Ohio Revised Code with the administration of the day-to-day operations of the Library being the 
responsibility of the Director and financial accountability being solely that of the Fiscal Officer. 
 
The Library is fiscally independent of the Franklin Board of Education, although the Board of Education 
serves in a ministerial capacity as the taxing authority for the Library. The determination to request 
approval of a tax levy, the role and purpose(s) of the levy, are discretionary decisions made solely by the 
Board of Library Trustees. Once those decisions are made, the Franklin Board of Education must put the 
levy on the ballot. There is no potential for the Library to provide a financial benefit to or impose a 
financial burden on the Franklin Board of Education. 
 
Note 2 - Summary of Significant Accounting Policies 
 
A. Basis of Presentation 
 
The Library’s financial statements consist of a combined statement of receipts, disbursements and 
changes in fund balances (regulatory cash basis) for all governmental fund types. 
  
B. Fund Accounting 
 
The Library uses funds to maintain its financial records during the year.  A fund is defined as a fiscal and 
accounting entity with a self-balancing set of accounts.  The funds of the Library are presented below: 
 

General Fund - The General Fund accounts for all financial resources except those required to be 
accounted for in another fund. The general fund balance is available to the Library for any 
purpose provided it is expended or transferred according to the general laws of Ohio. 

 
Building Fund – This Capital Project fund is used to record the related receipts and expenditures 
of the Library’s Building Fund. 

 
Hankinson Trust Fund – This Special Revenue fund is used to record the related receipts and 
expenditures per the Mary Hankinson Trust Agreement. 
 
Springboro/Garland Trust Fund – This Trust Fund is used to record the related receipts and 
expenditures of the Springboro/Garland Trust Fund. 
 

The other governmental funds of the Library account for grants and other resources whose use is 
restricted for a particular purpose. 
 
C. Basis of Accounting 
 
The Library’s financial statements are prepared using the cash basis of accounting. Receipts are 
recorded in the Library’s financial records and reported in the financial statements when cash is received 
rather than when earned and disbursements are recorded when cash is paid rather than when a liability is 
incurred. 
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Note 2 - Summary of Significant Accounting Policies (Continued) 
 
As a result of the use of this cash basis of accounting, certain assets and their related revenues (such as 
accounts receivable and revenue for billed or provided services not yet collected) and certain liabilities 
and their related expenses (such as accounts payable and expenses for goods or services received but 
not yet paid, and accrued expenses and liabilities) are not recorded in these financial statements. 
 
D. Budgetary Process 
 
All funds are legally required to be appropriated. The appropriations resolution is the Trustee’s 
authorization to spend resources and sets limits on cash disbursements plus encumbrances at the level 
of control selected by the Trustees. Budgetary modifications at the legal level of control may only be 
made by resolution of the Board of Library Trustees. 
 
For control purposes, the Library estimates cash receipts for the year. These estimated receipts, together 
with the unencumbered carry-over balances from the prior year, set a limit on the amount the Trustees 
may appropriate. The estimated receipts may be revised during the year if projected increases or 
decreases in receipts are identified by the Fiscal Officer/Clerk. The amounts reported as the original 
budgeted amounts on the budgetary statements reflect the amounts of estimated resources when the 
original appropriations were adopted. The amounts reported as the final budgeted amounts on the 
budgetary statements reflect the amounts of estimated resources at the time final appropriations were 
enacted by the Trustees. 
 
The appropriations resolution is subject to amendment throughout the year with the restriction that 
appropriations should not exceed estimated resources. The amounts reported as the original budgeted 
amounts reflect the first appropriation ordinance for that fund that covered the entire year, including 
amounts automatically carried forward from prior years. The amounts reported as the final budgeted 
amounts represent the final appropriation amounts passed by the Trustees during the year. 
 
E. Deposits and Investments 
 
The Library’s accounting basis includes investments as assets.  This basis does not record 
disbursements for investment purchases or receipts for investment sales.  This basis records gains or 
losses at the time of sale as receipts or disbursements, respectively. 
 
STAR Ohio is an investment pool managed by the State Treasurer’s Office which allows governments 
within the State to pool their funds for investment purposes. STAR Ohio is not registered with the SEC as 
an investment company, but does operate in a manner consistent with Rule2a7 of the Investment 
Company Act of 1940. Investments in STAR Ohio are valued at STAR Ohio’s share price, which is the 
price the investment could be sold for on December 31, 2015. 
 
F. Capital Assets 
 
The Library reports disbursements for inventories and prepaid items when paid. These items are not 
reflected as assets in the accompanying financial statements. 
 
G. Accumulated Leave 
 
In certain circumstances, such as upon leaving employment or retirement, employees are entitled to cash 
payments for unused leave. Unpaid leave is not reflected as a liability under the Library’s cash basis of 
accounting. 
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Note 2 - Summary of Significant Accounting Policies (Continued) 
 
H. Fund Balance 
 
Fund balance is divided into five classifications based primarily on the extent to which the Library must 
observe constraints imposed upon the use of its governmental-fund resources. The classifications are as 
follows: 
 

Nonspendable The Library classifies assets as nonspendable when legally or contractually 
required to maintain the amounts intact. 

 
Restricted Fund balance is restricted when constraints placed on the use of resources are either 
externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws or 
regulations of other governments; or is imposed by law through constitutional provisions.   

 
Committed  The Board of Trustees can commit amounts via formal action (resolution). The Library 
must adhere to these commitments unless the Board amends the resolution.  Committed fund 
balance also incorporates contractual obligations to the extent that existing resources in the fund 
have been specifically committed to satisfy contractual requirements. 

 
Assigned Assigned fund balances are intended for specific purposes but do not meet the criteria to 
be classified as restricted or committed. Governmental funds other than the general fund report all 
fund balances as assigned unless they are restricted or committed. In the general fund, assigned 
amounts represent intended uses established by the Library Board or a Library official delegated 
that authority by resolution, or by State Statute. 

 
Unassigned Unassigned fund balance is the residual classification for the general fund and 
includes amounts not included in the other classifications. In other governmental funds, the 
unassigned classification is used only to report a deficit balance.  
 

The Library applies restricted resources first when expenditures are incurred for purposes for which either 
restricted or unrestricted (committed, assigned, and unassigned) amounts are available. Similarly, within 
unrestricted fund balance, committed amounts are reduced first followed by assigned, and then 
unassigned amounts when expenditures are incurred for purposes for which amounts in any of the 
unrestricted fund balance classifications could be used. 
 
Note 3 – Budgetary Activity 
 
Budgetary activity for the year ending December 31, 2015 follows: 

 

Budgeted Actual
Fund Type Receipts Receipts Variance
General $2,262,607 $2,347,366 $84,759
Special Revenue 90 7,833 7,743
Capital Projects 5,900 614,568 608,668

Total $2,268,597 $2,969,767 $701,170

2015 Budgeted vs. Actual Receipts
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Note 3 – Budgetary Activity (Continued) 
 

Appropriation Budgetary
Fund Type Authority Expenditures Variance
General $2,647,494 $2,382,349 $265,145
Special Revenue 0 4,636 (4,636)
Capital Projects 0 0 0

Total $2,647,494 $2,386,985 $260,509

2015 Budgeted vs. Actual Budgetary Basis Expenditures

 
 
Note 4 - Deposits and Investments 
 
The following deposit/investment objectives will be applied in the management of funds of the Franklin 
Public Library. The deposit/investment program shall preserve capital and protect investment principle 
within defined parameters. The deposit/investment program shall maintain sufficient liquidity to meet 
reasonably anticipated fiscal operating requirements on an on-going basis throughout the fiscal cycle. 
 
The deposit/investment program shall strive to attain the best total return or yield on deposited and 
invested funds of the Library as is reasonable and prudently achievable within defined parameters. All 
attempts shall be made to minimize risks inherent in investment through diversification so as to eliminate 
the risk of loss resulting from an over-concentration of funds in a specific maturity, issuer, industry, 
geographical area, or class of securities. All attempts shall be made to minimize the costs of financial 
transactions related to implementing investment strategies. 
 
The Library maintains a deposit and investments pool all funds use.  The Ohio Revised Code prescribes 
allowable deposits and investments.   The carrying amount of deposits and investments at December 31 
was as follows:           
 

 2015 
Demand deposits $   598,086 
STAR Ohio Plus 3,728,004 
Total deposits 4,326,090 
STAR Ohio 691,907 
Total investments 691,907 
Total deposits and investments $5,017,997 

 
Interest rate risk arises because the fair value of investment changes as interest rates change. The 
Library’s investment policy addresses interest rate risk by limiting maturity dates, or average maturity 
dates, to no more than five (5) years from date of purchase, unless the investment is matched to a 
specified obligation or debt of the Library, thereby avoiding the need to sell securities on the open market 
prior to maturity. 
 
STAR Ohio carries a rating of AAAm by Standard and Poor’s. The Library has no investment policy 
dealing with investment credit risk beyond the requirements in state statutes. Ohio law requires that STAR 
Ohio maintain the highest rating provided by at least one nationally recognized standard rating service 
and that the money market fund be rated in the highest category at the time of purchase by at least one 
nationally recognized standard rating service. 
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Note 4 - Deposits and Investments (Continued) 
 
For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the 
Library will not be able to recover the value of its investments or collateral securities that are in the 
possession of an outside party. The Library has no investment policy dealing with investment custodial 
risk beyond the requirements in ORC 135.14(M)(2) which states, “Payment for investments shall be made 
only upon the delivery of securities representing such investments to the treasurer, investing authority, or 
qualified trustee. If the securities transferred are not represented by a certificate, payment shall be made 
only upon receipt of confirmation of transfer from the custodian by the treasurer, governing board, or 
qualified trustee.” 
 
Note 5 - Risk Management 
 
The Library is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; injuries to employees; and natural disasters. During 2015, the Library 
contracted with several companies for various types of insurance coverage as follows: 
 

● Comprehensive property and general liability; 
● Vehicles; and 
● Errors and omissions. 

 
Settled claims have not exceeded coverage in any of the last three years and there was no significant 
reduction in coverage from the prior year. 
 
The Library pays the State Workers’ Compensation System a premium based on a rate per $100 of 
salaries. This rate is calculated based on accident history and administrative costs. The System 
administers and pays all claims. 
 
Note 6 - Defined Benefit Pension Plan 
 
The Library’s employees belong to the Ohio Public Employees Retirement System (OPERS).  OPERS is 
a cost-sharing, multiple-employer plan.  The Ohio Revised Code prescribes this plan’s benefits, which 
include postretirement healthcare and survivor and disability benefits. The Ohio Revised Code also 
prescribes contribution rates.  OPERS members contributed 10% of their gross salaries and the Library 
contributed an amount equaling 14% of participants’ gross salaries.  The Library has paid all contributions 
required through December 31, 2015.  
 
OPERS provides retirement, disability, survivor and death benefits and annual cost of living adjustments 
to members of the traditional and combined plans. Members of the member directed plan do not qualify 
for ancillary benefits. Authority to establish and amend benefits is provided by Chapter 145 of the Ohio 
Revised Code. OPERS issues a stand-alone financial report that may be obtained by writing to OPERS, 
277 East Town Street, Columbus, OH 43215-4642 or by calling (614) 222-6705 or (800) 222-7377. 
 
Note 7 - Postemployment Benefits 
 
OPERS offers cost-sharing, multiple-employer defined benefit postemployment plans, which include 
multiple health care plans including medical coverage, prescription drug coverage, deposits to a Health 
Reimbursement Arrangement and Medicare Part B premium reimbursements, to qualifying benefit 
recipients of both the traditional pension and the combined plans.  OPERS contributes 2% of the 
employer contribution to fund these benefits. 
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Note 8 – Library and Local Government Support 
 
The primary source of revenue for Ohio public libraries is the Public Library Fund (PLF), which is 1.7% of 
the State General Fund tax revenues. The County Budget Commission allocates these funds to the 
Library based on its needs such as for the construction of new library buildings, improvements, operation, 
maintenance and expenses.  The Budget Commission cannot reduce its allocation of these funds to the 
Library based on any additional revenues the Library receives.  
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS 
 
 
Franklin Public Library 
Warren County 
44 East Fourth Street 
Franklin, Ohio 45005 
 
To the Board of Trustees: 
 
We have audited in accordance with auditing standards generally accepted in the United States and the 
Comptroller General of the United States’ Government Auditing Standards, the financial statements of the 
cash balances, receipts, and disbursements by fund type of the Franklin Public Library, Warren County, 
(the Library) as of and for the years ended December 31, 2016 and 2015, and the related notes to the 
financial statements and have issued our report thereon dated August 25, 2017 wherein we noted the 
Library followed financial reporting provisions Ohio Revised Code Section 117.38 and Ohio Administrative 
Code Section 117-2-03(D) permit.     
 
Internal Control Over Financial Reporting 
 
As part of our financial statement audit, we considered the Library’s internal control over financial 
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the 
extent necessary to support our opinion on the financial statements, but not to the extent necessary to 
opine on the effectiveness of the Library’s internal control.  Accordingly, we have not opined on it.   
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, when performing their assigned functions, to prevent, or detect and timely 
correct misstatements.  A material weakness is a deficiency, or combination of internal control 
deficiencies resulting in a reasonable possibility that internal control will not prevent or detect and timely 
correct a material misstatement of the Library’s financial statements.  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 internal control deficiencies that might be material 
weaknesses or significant deficiencies. Given these limitations, we did not identify any deficiencies in 
internal control that we consider material weaknesses.  However, unidentified material weaknesses may 
exist. 
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Compliance and Other Matters 
 
As part of reasonably assuring whether the Library’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect the determination of financial 
statement amounts.  However, opining on compliance with those provisions was not an objective of our 
audit and accordingly, we do not express an opinion.  The results of our tests disclosed instances of 
noncompliance or other matters we must report under Government Auditing Standards which is described 
in the accompanying schedule of findings as items 2016-001. 
 
Library’s Response to Findings 
 
We did not receive a response from Officials to this finding. 
 
Purpose of this Report 

 
This report only describes the scope of our internal control and compliance testing and our testing results, 
and does not opine on the effectiveness of the Library’s internal control or on compliance.  This report is 
an integral part of an audit performed under Government Auditing Standards in considering the Library’s 
internal control and compliance.  Accordingly, this communication is not suitable for any other purpose. 
 
 
 
 
 
 
 
Dave Yost  
Auditor of State 
 
Columbus, Ohio 
 
 
August 25, 2017 
 

rakelly
Yost_signature
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FRANKLIN PUBLIC LIBRARY 
WARREN COUNTY 

 
SCHEDULE OF FINDINGS 

DECEMBER 31, 2016 
 
 

FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

 
FINDING NUMBER 2016-001 

 
Noncompliance 
 
Ohio Revised Code § 5705.36(A)(3) states that upon a determination by the fiscal officer of a subdivision 
that the revenue to be collected by the subdivision will be greater than the amount included in an official 
certificate and the legislative authority intends to appropriate and expend the excess revenue, the fiscal 
officer shall certify the amount of the excess to the commission, and if the commission determines that 
the fiscal officer's certification is reasonable, the commission shall certify an amended official certificate 
reflecting the excess. 
  
In 2016, the Library did not request any amended certificates of estimated resources.  
  
At December 31, 2016, the Special Revenue Funds had estimated receipts of $225, actual receipts of 
$7,833, and actual expenditures of $4,012 indicating that an amended certificate of estimated resources 
should have been filed and that the Library intended to and did expend the excess revenue.   
 
Failure to request amended certificates of estimated resources can result in overspending and negative 
fund balances. We recommend the Library request amended certificates of estimated resources as 
necessary. 
 
Officials’ Response: 
 
We did not receive a response from Officials to this finding. 
 
 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
This page intentionally left blank. 



 
 
 
 
 
 
 
 
 

 
 
 
 

88	East	Broad	Street,	Fourth	Floor,	Columbus,	Ohio	43215‐3506	
Phone:		614‐466‐4514	or	800‐282‐0370										Fax:		614‐466‐4490	

www.ohioauditor.gov	

FRANKLIN PUBLIC LIBRARY 
  

WARREN COUNTY 
 
 
 
 

CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
             

        
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
SEPTEMBER 14, 2017 
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