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DePRIE & ADKISSON, PSC
Certified Public Accountants

12730 Townepark Way, Suite 103
Louisville, Kentucky 40243

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Bullitt County Public Library
Shepherdsville, Kentucky

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, and each major
fund of the Bullitt County Public Library, as of and for the year ended June 30, 2018, and the related notes
to the financial statements, which collectively comprise the Library's basic financizal statements as listed in
the table of contents,

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on the general purpose 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 general purpose financial statements are free of
material misstatement.

An audit involves performing procedures to obtain 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 statement, 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 intermal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, and each major fund of the Bullitt County
Public Library as of June 30, 2018, and the respective changes in financial position thereof, for the year
then ended, in conformity with accounting principles generally accepted in the United States of America.
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Change in Accounting Principle

As discussed in Note G to the financial statements, in 2018 the Library adopted new accounting guidance,
GASBS No. 75, Accounting and Financial Reporting for Postemplayment Benefits Other Than Pensions.
Our Opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, budgetary comparison information, and the schedules for pension and other
postemployment benefits plans, as listed in the table of contents be presented to suppilement the basic
financial statements. Such information, although not a part of the basic financial statements is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of the 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.

Other Reporting Required by Government Audit Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 23, 2018,
on our consideration of the Bullitt County Public Library’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 of financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Bullitt County Public Library’s
internal control over financial reporting and compliance.

DePrie & Adkisson, PSC
Certified Public Accountants

August 23, 2018
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Bullitt County Public Library
Management’s Discussion and Analysis
Fiscal Year 2017-2018

The Bullitt County Public Library District is a special purpose governmental entity that operates under
KRS Chapter 173. The Library Board sets and approves the budget based on the annual fiscal year starting July
1* and ending June 30" The Governing Board is a five member board with fixed terms as specified by law. The
Library Board of Trustees has regular meetings that take place once a month. Over the course of the year; the
Board monitors the budget and policies of the Library. In addition to having annual audits performed, the Library
system completes an Annual Report that contains financial and other statistical information. Other information
about the Library system is available at the Library's web site (www.bcplib.org). Questions should be directed to
the administrative offices located at the Ridgway Memorial Library in Shepherdsville.

The 2010 census shows the county population at 74,319, The most current population estimate is for
2017 and it estimates the population at 80,246. Bullitt County is still the 10" largest county by population in the
state of Kentucky. The county population grew 21.4% in the last decade. The tax base has been stable thanks to
the growth in county population and in available jobs, primarily in the arder-fulfillment industry. The demands on
library services are ever increasing thanks to the continuing growth in county population and the changing needs
of the public. During tight economic times library usage tends to increase because most of the services we
provide are free to the public. Instead of purchasing a book people tend to borrow or download materials from the
library. Instead of paying for internet access at home, they use it for free at the library. The Library

Bullitt County Library District tax rate is 6.9 cents per $100 assessed value for real property and 7 cents
per $100 assessed value for personal property and 2.12 per $100 for motor vehicle assessed value. This reflects
the same rates for real property and motor vehicle rates from the previous year and a 0.1 cent increase in
personal property rate from the previous year. During the fiscal year 2017 - 2018, Bullitt County Public Libraries
received $7,138,300 in total revenues, an increase from $5,415,752 in 2016 — 2017 total revenues. Of that
amount, $6,709,775 was from local property taxes. 93% of the Library's total revenue comes from tax revenue.
As of June 30, 2018, the Library District had a total fund balance of $16,700,507, and a total liabilities and net
asset of $32,243,278. The Library's long term liabilities were $4,710,308. The long term liabilities include a
construction loan funded by a grant from the State of Kentucky that pays roughly $40,000 annually, funds to cover
compensated absences, and County Employee Retirement System pensions.

The Library receives its tax income in uneven amounts. About half of the tax income is received when the
real estate property taxes are collected and distributed in the final quarter of the year. The rest of the income
comes in unequal and usually diminishing amounts throughout the remainder of the year. The Library needs to
maintain enough cash on hand to meet expenses not only to the end of the current fiscal year, but aiso until the
next property tax collections are made the following November or December.
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The Bullitt County Public Library is working on multiple construction projects. Last year, the construction
of a new building for our Mt. Washington location was completed. Currently, a totally new branch in the west end
of the county that will provide coverage to an area that has no local branch is under construction and will be
completed in late 2019. Two locations, the Hillview and Lebanon Junction branches, are undergoing parking lot
expansion to add spaces to accommaodate additional patrons that are using the Library and attending events.
Additionally, a new main branch building and future renovations for all branches are outlined in our Master
Facilities Plan. We plan to improve furnishings and spaces in our existing buildings, cater our individual building
offerings to local community needs, add and adopt more meaningful technology to improve service, and increase
our outreach offerings outside of our buildings.

There are a few events outside of our county that may have a future impact on our Library operations.
The upcoming Kentucky general assembly is likely to take up legislation that may affect public libraries governing
authority in the selection of Board members, add another layer of complexity in setting the tax rates each year,
increase an already sizeable retirement contribution amount due from the Library for all employees working 100
hours or more per month, along with other matters. Changes in the Louisville Metro economy, market volatility of
all sorts, the slow rise of wages, and global trade concerns, may have economic impact within Bullitt County.
However, continued strong home building permit applications, new businesses moving in, and positive news
about new Interstate 65 interchanges, indicate positive growth for the area.



BULLITT COUNTY PUBLIC LIBRARY
GOVERNMENTAL FUNDS BALANCE SHEET

AND NET POSITION
June 30, 2018
General Adjustments Statement of
Fund Total (Note B) Net Position
ASSETS
Cash 16,780,543 16,780,543 - § 16,780,543
Property taxes receivable 12,199 12,199 - 12,199
Prepaid expenses 34,550 34,550 - 34,550
Capital assets, net of accumulated
depreciation - - 13,740,472 13,740,472
TOTAL ASSETS 16,827,292 16,827,292 13,740,472 30,567,764
DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pension plans - - 1,338,663 1,338,663
Deferred outflows related to other post employment benefits - - 336,849 336,849
TOTAL ASSETS & DEFFERRED
OUTFLOWS OF RESOURCES 16,827,292 16,827,292 15,415,986 32,243,278
LIABILITIES
Accounts payable 34,683 34,683 - 34,683
Other current liabilities 92,102 92,102 - 92,102
Accrued compensated absences 83,992 83,992
Net pension liability - - 3,285,052 3,285,052
Net other post employment benefits liability - - 1,128,264 1,128,264
Bonds payable
Due within one year - - 30,000 30,000
Due afier one year - - 211,000 211,000
TOTAL LIABILITIES 126,785 126,785 4,738,308 4,865,093
DEFERRED INFLOWS OF RESOURCES
Deferred inflows refated to pension plans - - 302,929 302,929
Deferred inflows related to other post employment benefits - - 59,074 59,074
TOTAL DEFFERRED INFLOWS OF RESOURCES - - 362,003 362,003
TOTAL LIABILITIES & DEFFERRED
INFLOWS OF RESOURCES 126,785 126,785 5,100,311 5,227,096
FUND BALANCES/NET POSITION
Fund balances
Restricted - - - -
Unrestricted 16,700,507 16,700,507 {16,700,507) -
TOTAL FUND BALANCES 16,700,507 16,700,507 {16,700,507) -
TOTAL LIABILITIES
AND FUND BALANCES 16,827,292 16,827,292 $ 522709
NET POSITION
Invested in capital assets,
net of related debt 13,499,472 13,499,472
Restricted - -
Unrestricted 13,516,710 13,516,710
TOTAL NET POSITION 27,016,182 27,016,182
TOTAL LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND NET POSITION 15,053,983 § 32,243,278

The accompanying notes are an integral part of this statement




BULLITT COUNTY PUBLIC LIBRARY
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

For The Year Ended June 30, 2018

Fund balances - tetal gevernmental funds $ 16,700,507

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 funds. 13,740,472

Short-term liabilities are due and payable in the current period and
related to debt service, (30,000)

Long-term liabilities are not due and payable in the current period and, therefore,
are not reported in the funds.

Compensated absences (83,992)
Bonds payable {211,000)
Net other post employment benefits liability (1,128,264)
Net pension liability (3,285,052)

(4,708,308)
Governmental funds report Library pension contributions as expenditures,
However, in the statements of activities, the cost of pension benefits eaned,
net of employer contributions, is reported as pension expense.

District pension contributions 835,016

Costs of benefits earned 478,495
1,313,511
Total Net Position $§ 27.016,182

The accompanying notes are an integral part of this statement



BULLITT COUNTY PUBLIC LIBRARY

GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES AND STATEMENT OF ACTIVITIES

For The Year Ended June 30, 2018

General Adjustments Statement of
Fund Total {Note B) Activities
REVENUES

Property taxes $ 6,709,775 § 6,709,775 § - 6,709,775

Governmental grants 50,858 50,858 - 50,858

Gifts and contributions 7,105 7,105 - 7,105

Book rentals and fines 24,577 24,577 - 24,577

Copier and fax income 39,594 39,594 - 39,594

Investment income 65,095 65,095 - 65,095

Rent income 11,614 11,614 - 11,614

Miscellaneous income 229,682 229,682 (221,738) 7.944

TOTAL REVENUES 7,138,300 7,138,300 {221,738) 6,916,562
EXPENDITURES/EXPENSES

Personnel 2,997,589 2,997,589 482,944 3,480,533

Library materials 429,735 429,735 (418,749) 10,986

Operating expenditures 873,590 873,590 - 873,590

Depreciation - - 846,084 846,084

Capital outlay 354,961 354,961 (354,961) -

Debt service 39,935 39,935 (39,935) -

Debt service - interest - - 10,935 10,935

TOTAL EXPENDITURES/EXPENSES 4,695,810 4,695,810 526,318 5,222,128
CHANGE IN FUND BALANCES/

NET POSITION 2,442,490 2,442,490 (748,056) 1,694,434
PRIOR PERIOD ADJUSTMENT - - (863,984) (863,984)
FUND BALANCE/NET POSITION, BEGINNING 14,258,018 14,258,018 11,927,714 26,185,732
FUND BALANCE/NET POSITION, ENDING $ 16,700,508 § 16,700,508 & 10315674 §$ 27,016,182

The accompanying notes are an integral part of this statement



BULLITT COUNTY PUBLIC LIBRARY

RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES,

EXPENDITURES, AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES

For The Year Ended June 30, 2018

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of

activities are different because:

Government funds report capital outlay as expenditures. However, in the

statement of activities, the cost of those assels is allocated over their estimated

usefu) lives as depreciation expense. This is the amount by which depreciation expense
(846,084) exceeded capital outlay ($773,710) in the current period.

Disposition of fixed assets that generated non recognition of gain on disposition

Repayment of bond principal ($28,000) is an expenditure
in the governmental fund, but the repayment reduces
long-term liabilities in the statement of net position.

Some expenditures reported in the statement of net position do not require the
use of current financial resources and, therefore, are not reported
in the governmental funds. Those items at year end consist of:

Compensated absences

Governmental funds report Library pension contributions as expenditures.
However, in the statement of activities, the cost of pension benefits earned,
net of employer contributions, is reported as pension expense.
Amortization of deferred inflow of resources

District pension contributions
Costs of benefits earned

Change in net position

(783,326)

The accompanying notes are an integral part of this statement

316,499

2,442,490

(72,374)

(221,738)

29,000

(16,117)

(466,827)

1,694,434



Personnel
Librarian and library staff
Payroll taxes
Pension expense
Insurance/other

Total Personnel

Library materials
Books
Periodicals
Audio/visual aids/software
Library supplies

Total Library Materials

Operating expenses
Utilities
Telephone
Maintenance
Software support
Insurance
Office supplies
Travel expense
Professional fees
Advertising and promotion
Program supplies
Janitorial services and supplies
Staff training
Dues
Postage
Equipment/furniture/building
Miscellaneous expense

Total Operating Expenses
Capital Outlay
Construction/capital outlay
Debt service
Other
Total Capital Qutlay

Total Expenses

BULLITT COUNTY PUBLIC LIBRARY
SCHEDULE OF EXPENDITURES

For The Year Ended June 30, 2018

The accompanying notes are an integral part of this statement
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2,181,443
169,697
317,881
328,568

2,897,589

307,115
4,769
106,865
10,986

429,735

100,797
113,863
143,273
175,319
45,334
41,811
2,698
72,785
35,113
80,989
641
33,549
4,923
2,659
6,920
12,916

873,590
274,532
39,935

80,429

394,896

4,695,810
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BULLITT COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS

June 30, 2018

NOTE A - DESCRIPTION OF ORGANIZATION

The Bullitt County Public Library was established in the early 1950°’s under the provisions of the
Commonwealth of Kentucky to provide library and related services to the citizens of Bullitt County,

Kentucky.
NOTE B- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the Library have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to government units. The Library's reporting entity applies all
relevant Governmental Accounting Standards Board (GASB) pronouncements, including Statement No. 34,
Basic Financial Statements — and Management's Discussion and Analysis, and Statement No. 54 - Fund
Balance Reporting and Governmental Fund Type Definitions, which mandate the new reporting model
implemented by the Library. The more significant of the Library’s accounting policies are described
below.

{1) Reporting Entity — The Library is the basic level of government that has oversight
responsibility and control over all activities related to the public library in Bullitt County,
Kentucky. The Library receives funding from local and state government sources and
must comply with the requirements of these funding source entities. However, the Library
is not included in any other governmental “reporting entity” as defined by the GASB
pronouncement, since Library board members have decision-making autharity, the
authority to levy taxes, the power to designate management, the ability to significantly
influence operations and primary accountability for fiscal matters.

(2) Government-Wide and Fund Financial Statements - The financial statement
presentation for the Library includes separate columns reporting a statement of net assets
and a statement of activities. These statements present a government-wide presentation of
all activities of the Library.

(3) Measurement Focus, Basis of Accounting, and Financial Statement Presentation —
The government-wide statements are reported using the econontic resources measurement
Socus 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. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met. Both long-term and current assets
and liabilities are included in the statement of net assets.

Governmental fund financial statements are 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 thereafier
to pay liabilities of the current pericd. For this purpose, the government considers
revenues to be available if they are collected within sixty days of the end of the current
fiscal period. Expenditures are generally recorded when a liability is incurred, as under
accrual accounting, Only current assets and current liabilities generally are included on
the balance sheet. Property tax revenues and revenues from the Commonwealth of
Kentucky are recognized when susceptible to accrual. Miscellaneous revenues are
recorded as revenue when received in cash because they are generally not measurable until
actually received.
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BULLITT COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018
NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{4) 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 Library uses governmental funds.

Governmental Funds

Governmental funds are those through which most governmental functions typically are
financed. Governmental funds reporting focuses on the sources, uses and balances of
current financial resources. Expendable assets are assigned to the various governmental
funds according to the purpose for which they may or must be used. Current liabilities are
assigned to the fund from which they will be paid. The difference between governmental
fund assets and liabilities is reported as fund balance,

The Library reports the following major governmental funds:

General Fund - The General Fund is used to account for all financial resources of the
Library 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 1o the laws of the Kentucky and the bylaws of the Library.

Fund Balances

GASB Statement 54 provides more clearly defined fund balance categories to make the
nature and extent of the constraints placed on the Library’s fund balances more
transparent. In the fund financial statements, governmental fund balances can be
presented in five possible categories:

Non-spendable — resources which cannot be spent because they are either not in
spendable form or legally or contractually required to be maintained intact.

Restricted — resources with constraints placed on the use of resources are either externally
imposed by creditors, grantors, contributors or governmental laws or regulations or
imposed by law through constitutional provisions or enabling legisiation.

Committed — resources which are subject to limitations the Library imposed on itself at
its highest level of decision making and that remain binding unless removed in the same
manner.

Assigned - resources neither restricted nor committed for which a government has a
stated intended use as established by the governing body or by an official te which the
governing body delegates authority.

Unassigned — amounts that are available for any purpose. The General Fund is the only
fund that reports a positive unassigned fund balance amount.



BULLITT COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS

June 34, 2018

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

&)

(6)

)

1))

)

Budget — The Library adopts an annual budget for the general fund. The budget is
prepared on the cash basis, a comprehensive basis of accounting other than GAAP. The
major differences between the budgetary basis and the GAAP basis lie in the manner in
which revenues and expenditures are recorded. Under the budgetary basis, revenues and
expenditures are recognized and recorded when received in cash and when paid,
respectively. Under the GAAP basis, revenues and expenditures are recorded on the
modified accrual basis of accounting on the governmental fund statements and on the full
accrual basis on the government-wide statements. A reconciliation of the cash basis actual
amounts in the budgetary comparison to the GAAP basis actual amounts in the fund and
government-wide statements is shown at the bottom of the budgetary comparison
schedule. The amended budget amounts presented in the accompanying financial
statements have been adjusted for authorized amendments of the annual budget adopted
by the Library Board of Trustees. All appropriations lapse at year end.

Cash and Cash Equivalents — For the purpose of these financial statements, cash
equivalents include time deposits, certificate of deposit, and all highly liquid debt
instruments with original maturities of three months or less.

Net Position — Net position presents the difference between assets and liabilities in the
statement of net position. WNet Position invested in capital assets is reduced by the
outstanding balances of any borrowing, if any, used for the acquisition, construction or
improvement of those assets. Net position is reported as restricted if and when there are
tegal limitations imposed on their use by Library legislation or external restrictions by
creditors, grantors, laws or regulations of other governments.

Capital Assets — Land, buildings, collection, and other capital assets with useful lives of
more than one year resulting from expenditures in the governmental funds are recorded at
cost {or estimated historical cost) net of accumulated depreciation in the government-wide
statemeni of net assets but are reported as expenditures in governmental fund financial
statements. The Library maintains a capitalization threshold of $500. The costs of normal
maintenance and repairs that do not add to the value of the assets or materially extend
asset lives are not capitalized. The Library does not possess any infrastructure. The
Library depreciates capital assets using the straight-line method of depreciation over the
estimated useful life of the asset.

Allowance for Uncollectible Accounts — At June 30, 2018, management deems all
accounts receivable collectible. Therefore, no allowance for uncollectible accounts is
included in the financial statements.

(10)Long-term Obligations — In the government-wide financial statements, long-term debt

and other long-term obligations are reported as liabilities in the statement of net position.

(I1)Deferred Outflows of Reseurces - The Library reporis decreases in net position that

relate to future periods as deferred outflows of resources in a separate section of its
government-wide statement of position. Deferred outflows of resources reported in this
year’s financial statements relate to the Library’s pension plan and include (1)
contributions made to the Library’s pension plan between the measurement date of the net
pension liability and the end of the Library’s fiscal vear, {2) differences between the
expected and actual experience, (3) changes in assumptions, (4) changes in the
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BULLITT COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

proportionate share of the Library’s contributions to the pension fund, and (5) difference
between projected and actual earnings on plan investments. The deferred amount related
to the differences between expected and actual experience, changes of assumptions in the
pension fund, and changes in the proportionate share of the Library’s contributions to the
pension fund will be recognized over a closed period equal to the average of the expected
remaining service lives of all employees participating in the plan. The deferred amount
related to the difference between projected and actual earnings on plan investments will be
recognized over a closed five-year period beginning in the current reporting period.
Deferred outflows for pension contributions will be recognized in the subsequent year.
No deferred outflows of resources affect the governmental funds financial statements in
the current year.

(12)Deferred Inflows of Resources — The Library's statement of net position reports a
separate section for deferred inflows of resources. This separate financial statement
element reflects an increase in net position that applies to a future period(s). There were
no deferred inflows resources related to the pension plan recognized in the current year.

{13)Pensions — For purposes of measuring the net pension liability, deferred outflows of
resources and deferred inflows of resources related to pensions, and pension expense,
information about the fiduciary net position of the County Employees Retirement System
(CERS) and additions to/deductions from CERS’s fiduciary net position have been
determnined on the same basis as they are reported by CERS. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and
payable in accordance with the benefit terms. Investments are reported at fair value.

{14)Estimates — The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect
the amounts reported in the financial statements and accompanying notes. Actual resuits
could differ from those estimates.

(15)Use of Restricted Resources — When an expense is incurred that can be paid using either
restricted or unrestricted resources (net position), the Library’s policy is to first apply the
expense toward restricied resources and then toward unrestricted resources. In
governmental funds, the Library's policy is to first apply the expenditure toward restricted
fund balance and then to other, less-resirictive classifications — commitied and then
assigned fund balances before unassigned fund balances.

NOTE C - CASH AND INVESTMENTS

At June 30, 2018, the carrying amount of the Library’s deposits (cash and cash equivalents) was
$16,780,543. Of the bank balance, $254,390 is covered by federal depository insurance (FDIC) and the
remaining is secured by pledged securities held by the pledging financial institution’s agent in the Library's
name as collateral for bank balances in excess of the FDIC insured amount. Cash deposited in bank
accounts that is restricted for specific expenditures as specified by grant or other funding agreements is
reported as restricted cash. The Library’s deposits consisted of demand deposits and certificates of deposit.

Kentucky Revised Statutes authorize districts to invest in obligations of the United States and its agencies,
obligations of the Commonwealth of Kentucky and its agencies, shares in savings and loan associations
insured by federal agencies, deposits in national or state charter banks insured by federal agencies,
repurchase agreements, and larger amounts in such institutions providing such banks pledge as security
obligations of the United States government or its agencies.
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NOTE D- CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2018 was as follows:

Beginning Ending
Balance Additions Disposals Balance
Land $ 2907294 § 80420 3 - $2,987,723
Land Improvements 37,176 - - 37,176
Buildings 8,235,006 3,813,112 (568,567) 11,479,551
Construction in Progress 3,656,924 179,388 (3,813,112) 23,200
Vehicles 22,558 - - 22,558
Collection 3,162,434 418,749 (309,480) 3,271,703
Equipment and Furniture 1,440,346 95.144 - 1.535.490
Total Cost 19,461,738 4,586,822  (4,691,159) 19,357,401
Less:
Accumulated Depreciation (5.427.155) (_846.084) 656,308 (35.616931)
Net Book Value $_14,034,583 $.3,740,738 s%(4,034,851)5.13,740,470

NOTE E - LIABILITY FOR COMPENSATED ABSENCES

Employees are allowed to accrue sick days. However, sick leave does not vest under the Library’s policies
and accordingly, employees can only utilize sick leave when sick. Since the employees’ accumulating
rights to receive compensation for future absences are contingent upon the absences being caused by future
illnesses and such amounts cannot be reasonably estimated, a liability for unused sick leave is not recorded
in the financial statements,

Employees are also allowed to accrue vacations hours, which are vesied. Accordingly, the employee can
be paid for unused vacation days upon termination.

A liability for accumulated vacation hours is accrued when incurred in the government-wide financial
statemenis. The amount accrued in the government-wide financial statements is $67,825 at June 30, 2018.
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NOTE F - EMPLOYEES’ RETIREMENT PLAN
General Information about the Pension Plan

Plan description. Employees of the District are provided with pensions through the County Employees
Retirement System (CERS)—a cost-sharing multiple-employer defined benefit pension plan. Per Kentucky
Revised Statute Section 61.6435, the Board of Trustees (the Board) of Kentucky Retirement Systems (KRS)
administers the CERS. KRS issues a publicly available financial report that can be obtained at
hitps://kyret.ky.gov

Benefits provided. CERS provides retirement, disability, and death benefits. Retirement benefits are
calculated based on a formula (final compensation times a benefit factor times years of service) and may be
extended to beneficiaries of plan members under certain circumstances. Disability benefits are determined
in a similar manner as retirement benefits, but vary based upon hire date, age and years of service. Death
benefits vary based upon whether the employee was retired or working at the date of death and whether or
not it was a duty-related death,

For retirement purposes, non-hazardous duty employees are grouped into three tiers, based an their hire
date:

Tier | Participation date Before September 1, 2008
Unreduced Retirement 27 years service or 65 years old
Reduced Retirement Al least 5 years service and 35
years old, or

Al least 25 years service and any age

Tier 2 Participation date September 1, 2008 — December 31, 2013
Unreduced Retirement At least 5 years service and 63 years old, or
Age 57+ and sum of service years plus age
equal 87
Reduced Retirement At least 10 years service and 60 years old
Tier 3 Participation date On or alier January I, 2014
Unreduced Retirement At least 3 years service and 63 years old, or
Age 57+ and sum of service years plus age
equal 87
Reduced Retirement Net available

Employees are vested in the plan after five years of service. Cost of living adjustments are provided at the
discretion of the Kentucky General Assembly. No COLA has been granted since July 1, 2011,

Contributions. Kentucky Revised Statute Section 78.545(33) grants the authority to establish and amend
the benefit terms to the Board of KRS. Tier | employees are required to contribute 3% of their annual
creditable compensation. Tier 2 and 3 employees are required 1o contribute 5% of their annual creditable
compensation plus an additional 1% of creditable compensation which is credited to the Insurance Fund.
Employers contribute at the rate determined by the Board. The actuarially determined rates set by the
Board for the year ended June 30, 2018 was 19.18%, of which [4.48% was for the pension fund and 4.70%
was for the insurance fund. Contributions to the pension plan from the District were $316,499 for the year
ended June 30, 2018, of which $238,942 was for the pension fund and $77,557 was for the insurance fund.
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NOTE F - EMPLOYEES’ RETIREMENT PLAN (CONTINUED)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

At June 30, 2018, the District reported a liability of $3.285,052 for its proportionate share of the net
pension liability. The net pension liability was measured as of June 30, 2017, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of that date. The
District’s proportion of the net pension liability was based on a projection of the District’s long-term share
of contributions to the pension plan relative to the projected contributions of all participating employers,
actuarially determined. At June 30, 2017, the District’s proportion was 0.036123%, which was an increase
of 0.003234% from its proportion measured as of June 30, 2016.

For the year ended June 30, 2018, the District recognized pension expense of $713,219. At June 30, 2018,
the District reported deferred outflows of resources and deferred inflows of resources related to pensions
from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources
Differences between expected and actual experience 5 335 5 10,953
Changes of assumptions 79,623 -
Net difference between projected and actual
earnings on plan investments 34,175 28.838
Changes in proportion and differences between District
contributions and proportionate share of contributions 2,079 50,500
District contributions subsequent to the measurement date 30,391 -
3 146,805 5 90,297

The $238.942 reported as deferred outflows of resources related to pensions resulting from District
contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ended June 30, 2019. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized in pension expense as follows:

Year ended June 30:

2019 $ 348.987
2020 280.828
202] 110.201
2022 56.779
2023 -
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June 30, 2018

NOTE F - EMPLOYEES’ RETIREMENT PLAN (CONTINUED)

Actuarial assumptions. The total pension liability was determined by an actuarial valuation as of June 30,
2017 using the following actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.30%
Salary increases 3.05%, average, including inflation
Investment rate of return 6.23% net of pension plan investment

expense, including inflation

The mortality table used for active members is RP-2000 Combined Mortality Table projected with Scale
BB to 2013 (multiplied by 50% for males and 30% for females). For healthy retired members and
beneficiaries, the montality table used is the RP-2000 Combined Mortality Table projected with Scale BB
to 2013 (setback | year for females). For disabled members, the RP-2000 Combined Disabled Mortality
Table projected with Scale BB to 2013 (set back 4 years for males) is used for the period after disability
retirement,

The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial
experience study for the period July 1, 2008—June 30, 2013.

Changes of assumptions, Since the prior measurement date, there were no changes in assumptions.

Discount rate. The discount rate used to measure the total pension fiability was 6.25 %. The projection of
cash flows used to determine the discount rate assumed that local employers would contribute the
actuariaily determined contribution rate of projected compensation over the remaining 26-year amortization
period of the unfunded actuarial accrued liability.

The long-term expected rate of return on plan assets is reviewed as part of the regular experience studies
prepared every five years for KRS. The most recent analysis, performed for the period covering fiscal
years 2008 through 2013, is outlined in a report dated December 3, 2015. Several factors are considered in
evaluating the long-term rate of return assumption including long term historical data, estimates inherent in
current market data, and a log-normal distribution analysis in which the best-estimate ranges of expected
future real rates of return (expected return, net of investment expense and inflation) were developed by the
investment consultant for each major asset class. These ranges were combined to produce the long-term
expected rate of return by weighting the expected future real rates of return by the target asset allocation
percentage and then adding expected inflation. The assumption is intended to be a long-term assumption
and is not expected to change absent a significant change in the asset allocation, a change in the inflation
assumption, or a fundamental change in the market that alters expected returns in future years.

The target allocation and best estimates of arithmetic nominal rates of return for each major asset class are
summarized in the following table:
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NOTE F - EMPLOYEES’ RETIREMENT PLAN (CONTINUED)

Long-Term Expected

Asset Class Target Allocation Real Rate of Return
US Equity 17.50% 5.97%
International Equily 17.50% 7.85%
Global Bonds 4.00% 2.63%
Global Credit 2.00% 3.63%
High Yield 7.00%% 5.75%
Emerging Market Debt 5.00%% 5.50%
Private Credit 10.00% 8.75%
Real Gstate 5.00% 7.63%
Absolute Return 10.00% 5.63%
Real Return 10.00% 6.13%
Private [Zquity 10.00% 8.25%
Cash 2.00% 1.88%
Total 100%

Sensitivity of the District's proportionate share of the net pension liability 1o changes in the discount rate.
The following presents the District’s proportionate share of the net pension liability, calculated using the
discount rate of 6.25%, as well as what the District’s proportionate share of the net pension liability would
be if it were calculated using a discount rate that is 1-percentage-point lower (5.25 %) or 1-percentage-
point higher (7.23%) than the current rate:

1% Current 19%
Decrease Discount Rate Increase
{5.25%) {6.25%0) (7.25%0)
District's proportionate share of
the net pension tiability $ 4,143,160 $  3.285.052 $  2.567.250

Pension plan fiduciary net position. Detailed information about the pension plan’s fiduciary net position is
available in the separately issued KRS financial report.

Payables to the pension plan
The District makes legally required contributions to the pension plan on a monthly basis. The monthly

payment is due by the 10" of the following month. As of June 30, 2018, $0 was payable to the pension
plan for the pension fund and $0 was for the insurance fund.
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NOTE G —-POSTEMPLOYMENT BENEFITS
General Information about the Postemployment Benefits Plan (OPEB)

Plan description. Employees of the District are provided with health care benefits through the Kentucky
Retirement System Insurance Fund (Insurance Fund)—a cost-sharing multiple-employer health insurance
plan. The Insurance Fund is part of CERS. Per Kentucky Revised Statute Section 61.645, the Board of
Trustees (the Board) of Kentucky Retirement Systems (KRS) administers the health insurance benefit. KRS
issues a publicly available financial report that can be obtained at https://kyret.ky.gov

Benefits provided. The Insurance Fund provides hospital and medical insurance for eligible members
receiving benefits from CERS. The eligible non-Medicare retirees are covered by the Department of
Employee Insurance (DEI) plans. The eligible Medicare retirees receive benefits through a Medicare
Advantage Plan, The amount of contributions paid by the Insurance Fund is based on years of service and
participation date. For members participating prior to July 1, 2003, members completing 20 or more years
of service received 100% contribution. Members completing 15 — 19 years, 10-14 years, and 4-9 years
received 75%, 50%, and 25% respectively. Members completing less than 4 years of service receive no
insurance benefit. As a result of House Bill 290, medical insurance benefits are calculated differently for
members who began participating on, or afier, July 1, 2003, Once members reach a minimutm vesting
period of 10 years, non-hazardous employees whose participation began on, or after, July 1, 2003, earn $10
per month for insurance benefits at retirement for every year of earned service without regard to a
maximum dollar amount. This dollar amount is subject to adjustment annually, which is currently 1.5%,
based upon Kentucky Revised Statutes. The monthly dollar contribution for 2017 is $13.18 for CERS
Non-hazardous employees. The Kentucky General Assembly reserves the right to suspend or reduce this
benefit if, in its judgment, the welfare of the Commonwealth of Kentucky so demands,

Coniributions. Kentucky Revised Statute Section 78.545(33) grants the authority to establish and amend
the benefit terms to the Board of KRS. Tier | employees are not required to contribute to the insurance
fund. Tier 2 and 3 emplovees are required to contribute 1% of their creditable compensation to the
insurance fund. Employers contribute at the rate determined by the Board. As stated in Note 5 Lmployee’s
Pension Plan, the actuarially determined rates set by the Board for the year ended June 30, 20(8 was
19.18%, of which 14.48% was for the pension fund and 4.70% was for the insurance fund. See Note 5 for
contributions to the plan from the District during the current fiscal year.

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related 1o OPEEB

At June 30, 2018, the District reported a liability of $316,499 for its proportionate share of the net OPEB
liability., The net OPEB liability was measured as of June 30, 2017, and the total OPEB liability used to
calculate the net OPEB liability was determined by an actuarial valuation as of that date. The District’s
proportion of the net OPEB liability was based on a projection of the District’s long-term share of
contributions to the OPEB plan relative to the projected contributions of all participating employers,
actuarially determined. At June 30, 2017, the District's proportion was 0.0056123%.

For the year ended June 30, 2018, the District recognized OPEB expense of $77,557. At June 30, 2018, the
District reported deferred outflows of resources and deferred inflows of resources related to OPEB from the
following sources:
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NOTE G - POSTEMPLOYMENT BENEFITS (CONTINUED)

Deferred Outflows Deferred Inflows
of Resources of Resources
Differences between expected and actual experience 5 -3 3,134
Changes of assumptions 245,503 -
Net difference between projected and actual
earnings on plan investments - 53,32
Changes in proportion and differences between District
contributions and proportionate share of contributions - 2,619
District contributions subsequent to the measurement date 01,346 -
s 336,849 S 59,074

The $91.346 reported as deferred outflows of resources related to OPEB resulting from District
contributions subsequent to the measurement date will be recognized as a reduction of the net OPEB
liability in the year ended June 30, 2019, Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to OPEB will be recognized in OPEB expense as follows:

Year ended June 30:
2019 3 32.077
2020 32.077
2021 32,077
2022 32,077
2023 45,407
2024 12,715

186430

Actuarial assumptions. The total OPEB liability was determined by an actuarial valuation as of June 30,
2017 using the following actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.30%
Salary increases 3.05%, average,

Investment rate of return 0.25%
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NOTE G - POSTEMPLOYMENT BENEFITS (CONTINUED)

Healthcare trend rates Pre — 63: Initial trend starting at 7.25% at January 1,
2019, and gradually decreasing to an ultimate trend
rate of 4.05% over a period of 13 years
Post - 65: Initial trend starting at 3.10% at January 1,
2019, and gradually decreasing to an ultimate trend
rate of 4.05% over a period of 11 years

The mortality table used for active members is RP-2000 Combined Mortality Table projected with Scale
BB to 2013 (multiplied by 50% for males and 30% for females). For healthy retired members and
beneficiaries, the mortality table used is the RP-2000 Combined Mortality Table projected with Scale BB
to 2013 (setback 1 year for females). For disabled members, the RP-2000 Combined Disabled Montality
Table projected with Scale BB to 2013 (set back 4 years for males) is used for the period after disability
retirement.

The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial
experience study for the period July 1, 2008—June 30, 2013,

Discount rate. The discount rate used to measure the total OPEB liability was 5.84%. The projection of
cash flows used to determine the discount rate assumed that local employers would contribute the
actuarially determined contribution rate of projected compensation over the remaining 26-year amortization
period of the unfunded actvarial accrued liability. The discount rate determination used an expected rate of
return of 6.25% and & municipal bond rate of 3,56%, as reported in Fidelity Index’s “20-Year Municipal
GO AA Index” as of June 30, 2017. However, the cost associated with the implicit employer subsidy was
not included in the calculation of the System’s actuarial determined contributions, and any cost associated
with the implicit subsidy will note be paid out of the System’s trusts. Therefore, the municipal bond rate
was applied to the future expected benefit payments associated with the implicit subsidy.

The long-term expected rate of return on plan assels is the same as disclosed in Note 5 Employee’s Pension
Plan.

The target allocation and best estimates of arithmetic nominal rates of return for each major asset class are
summarized in the following table:
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Long-Term Expected

Asset Class Target Allocation Real Rate of Return
US Equity 17.50% 3.97%
International Equity 17.50% 7.85%
Global Bonds 4.00% 2.63%
Global Credit 2.00% 3.63%
High Yield 7.00% 5.75%
Emerging Market Debt 5.00% 5.50%
Private Credit 10.00% 8.75%
Real Estate 5.00% 7.03%
Absolute Return 10.00% 5.63%
Real Return 10.00% 6.13%
Private Equity 10.00% 8.25%
Cash 2.00% ]1.88%
Total 100%

Sensitivity of the District's proportionate share of the net OPEB liability 1o changes in the discount rate.
The following presents the District’s proportionate share of the net OPEB liability, calculated using the
discount rate of 5.84%. as well as what the District’s proportionate share of the net OPER liability would
be if it were calculated using a discount rate that is 1-percentage-point lower (4.84 %) or |-percentage-
point higher (6.84%) than the current rate:

1% Current 1%
Decrease Discount Rate Increase
(4.84%) {5.84%) (6.84%)
District's proportionate share of
the net OPEB liability 5 1,435.054 $ 1,128,204 $ 872.465

Sensitivity of the District’s proportionate share of the net OPEB liability to changes in the healthcare trend
rate. The following presents the District’s proportionate share of the net OPEB liability, calculated using
the healthcare trend rate of noted above. as well as what the District’s proportionate share of the net OPEB
liability would be if it were calculated using a healthcare trend rate that is |-percentage-point lower or 1-
percentage-point higher than the current rate:
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1% Current 1%
Decrease Healthcare Trend Rate Increase
District's proportionate share of
the net OPEB liability b 865,437 $ 1,128,264 % 1,469,925

OPER plan fiduciary net position. Detailed information about the OPEB plan’s fiduciary net position is
available in the separately issued KRS financial report.

Payables to the OPEB plan

The District makes legall{ required contributions to the OPEB plan on a monthly basis. The monthly
payment is due by the 10" of the following month. As of June 30, 2018, $0 was payable to the pension
plan for the OPEB Fund.

NOTE H - PROPERTY TAXES

The Library’s ad valorem property tax is levied each October | on the assessed value listed as of the prior
January 1 for all real, personal and motor vehicle property located in Bullitt County, Property taxes are
collected by the Bullitt County Sheriff, the Bullitt County Clerk, and the Commonwealth of Kentucky and
remitted to the Library. Taxes are due on November 1 and become delinquent by January 1 following the
October 1 levy date.

NOTE i- BONDS PAYABLE
Bonds Payable at June 30, 2018 consists of a general obligation note issue bearing interest at 4.05%,
Interest is paid semi-annually. The Bond was used to conduct a major renovation of the main library in

Shepherdsville, Kentucky.

Principal is paid annually with the maturities as follows:

Year Principal Interest

2019 $ 30,000 § 10448
2020 31,000 9,173
2021 32,000 7,840
2022 34,000 6,448
2023 35,000 4,952
After 2023 79.000 5,123

Total obligations $.241,000 §__43,984
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NOTE J - LONG-TERM OBLIGATIONS

The following is a summary of changes in long-term obligations for the year ended June 30, 2018:

Ending
Decrease Balance

5 - § 83992

- 3,285,052
- 1,i28,264
29.000 241.000

Beginning
Balance Increase
Accrued compensated absences $ 67,825 § 16,167
Net pension liability 2,604,060 680,992
Net OPEB liability 0 1,128,264
Bonds payable 270,000
Total long-term obligations 5.2941,885 $.1,825.423

NOTE K - RISK MANAGEMENT

$_29,000 $4,738,308

The Library is exposed to various forms of loses associated with the risk of fire; personal liability;
vehicular accidents; errors and omissions; torts; theft of, damage to, and destruction of assets; injuries to
employee; and natural disasters. Each of these risk areas is covered through the purchase of commercial
insurance. The Library has purchased certain policies that are retrospectively rated, which include
worker's compensation insurance. There have been not significant reductions in coverage from the prior

year and settlements have not exceeded coverage in that past three years.

NOTE L - MANAGEMENT’S REVIEW OF SUBSEQUENT EVENTS

The Library has evaluated subsequent events through December 29, 2018, which is the date the financial

statements were available to be issued.
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BULLITT COUNTY PUBLIC LIBRARY

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET (NON-GAAP CASH BASIS) AND ACTUAL - GENERAL FUND

For The Year Ended June 30, 2018

Budgeted Amounts

Variance with
Final Budget

Favorable
Original Final Actual {Unfavorable)

REVENUES

Property taxes $ 5100000 § 5,100,000 % 6,721,974 § 1,621,974

Governmental grants 45,000 45,000 50,858 5,858

Gifts and contributions 7,000 7,000 7,105 105

Book rentals and fines 22,000 22,000 24,577

Copier and fax income 27,500 27,500 39,594 12,094

investment income 60,000 60,000 65,095 5,005

Rent income - - 11,614 11,614

Miscellaneous income 16,000 16,000 229,682 213,682

TOTAL REVENUES 5,277,500 5,277,500 7,150,499 1,870,422
EXPENDITURES

Personnel 3,042,000 3,137,000 3,006,937 130,063

Library materials 603,200 605,200 429,735 175,465

Operating expenses 778,000 815,000 873,590 (58,390)

Capital outlay 10,800,000 680,000 608,279

Debt service 40,300 40,300 39,935 365

TOTAL EXPENDITURES 15,263,500 5,277,500 4,958,476 247,303
CHANGE IN FUND BALANCES 5 (9,986,000) § - 5 2192023 § 1,623,119

BUDGET TO GAAP RECONCILIATION:

A reconciliation of the cash basis actual amounts to the GAAP basis actual amounts in the fund statements follows:

_General Fund

Sources/revenues
Actual amounts (budgetary basis) $
Differences - budget to GAAP:
The Library budgets for property taxes and other revenues only to the
extent expected to be received, rather than on the modified accrual basis.
Total revenues as reported on the governmental fund statement of
revenues, expenditures, and changes in fund balances. $

Uses/expenditures:
Actual amounts (budgetary basis) $
Differences - budget to GAAP:
The Library budgets for expenditures only to the extent expected to be
paid, rather than on the modified accrual basis.
Total expenditures as reported on the governmental fund statement of
revenues, expenditures, and changes in fund balance. $

The accompanying notes are an integral part of this statement

7,150,499

(12,199)

7,138,300

4,958,476

{262,666)

4,695,810
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Changes of benefit terms: The following changes were made by the Kentucky Legislature and reflected
in the valuation performed as of June 30 listed below:

2009: A new benefit tier for members who first participate on or after September 1, 2008 was introduced
which included the following changes:

1. Tiered structure for benefit accrual rates

2. New retirement eligibility requirements

3. Difference rules for the computation of final average compensation

2014: A cash balance plan was introduced for members whose participation date is on or after January 1,
2014,

Changes of assumptions. The following changes were made by the Kentucky Legislature and reflected in
the valuation performed as of June 30 listed below:

2015
o The assumed investment rate of return was decreased from 7.75% to 7.50%.

The assumed rate of inflation was reduced from 3.50% to 3.25%.

The assumed rate of wage inflation was reduced from 1.00% to 0.75%.

Payroll growth assumption was reduced from 4.50% to 4.00%.

The mortality table used for active members is RP-2000 Combined Mortality Table projected

with Scale BB to 2013 (multiplied by 50% for males and 30% for females).

e For healthy retired members and beneficiaries, the mortality table used is the RP-2000 Combined
Mortality Table projected with Scale BB to 2013 (setback 1 year for females). For disabled
members, the RP-2000 Combined Disabled Mortality Table projected with Scale BB to 2013 (set
back 4 years for males) is used for the period after disability retirement. There is some margin in
the current mortality tables for possible future improvement in mortality rates and that margin
will be reviewed again when the next experience investigation is conducted.

¢ The assumed rates of retirement, withdrawal and disability were updated to more accurately
reflect experience.

o The assumed investment rate of return was decreased from 7.50% 10 6.25%.
o The assumed rate of infiation was reduced from 3.25% 10 2.30%.
»  The assumed payroll growth was reduced from 4.00% to 2.00%.
o The assumed salary increase was reduced from 40056 to 3.05%.
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Method and assumptions used in calculations of actuarially determined contributions. The actuarially
determined contribution rates are determined on a biennial basis beginning with the fiscal years ended
2018, determined as of June 30, 2017. The amortization period of the unfunded liability has been reset as
of July 1, 2013 to a closed 30-year period. The following actuarial methods and assumptions were used
to determine contribution rates reported in that schedule:

Actuarial cost method Entry age

Amortization method Level percentage of payroll, closed
Remaining amortization period 26 years

Asset valuation method 5-year smoothed market

Inflation 2.30%

Salary increase 3.05%, average, including inflation
Investment rate of return 6.25%, net of pension plan investment

expense, including inflation
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BULLITT COUNTY PUBLIC LIBRARY
NOTES TO REQUIRED OPLEB SUPPLEMENTARY INFORMATION

June 30, 2018

Changes of benefit terms: The following changes were made by the Kentucky Legislature and reflected
in the valuation performed as of June 30 listed below:

2003: Medical insurance benefits are calculated differently for members who began participating on, or
after, July 1, 2003.

Changes of assumptions. The following changes were made by the Kentucky Legislature and reflected in
the valuation performed as of June 30 listed below:

2017

e  The assumed investment rate of return was decreased {rom 7.50% to 6.25%.

s The assumed rate of inflation was reduced from 3.25% to 2.30%.

» The assumed payroll growth was reduced from 4.00% to 2.00%.

e The assumed salary increase was reduced {from 4.00% to 3.05%.

o The assumed healtheare trend rates for pre — 65 members reduced from an initial trend starting at
7.50% and gradually decreasing to an ultimate trend rate of 5.00% over a period of 5 years to an
initial trend starting at 7.25% and gradually decreasing to an ultimate trend rate of 4.05% over a
period of 13 years.

¢ The assumed healthcare trend rates for post — 65 members reduced from an initial trend starting at
5.5% and gradually decreasing to an uliimate trend rate of 5.00% over a period of 2 years 10 an
initial trend starting at 5.10% and gradually decreasing to an ultimate trend rate of 4.05% over a
period of 11 years.

Method and assumptions used in calculations of actuarially determined contributions. The actuarially
determined contribution rates are determined on a biennial basis beginning with the fiscal years ended
2018, determined as of June 30, 2017. The amortization period of the unfunded liability has been reset as
of July 1, 2013 to a closed 30-year period. The following actuarial methods and assumptions were used
to determine contribution rates reported in that schedule:

Actuarial cost method Entry age

Amortization method Level percentage of payroll

Remaining amortization period 28 years, closed

Asset valuation method 20% of the difference between the market value of assets
and the expected actuarial value of assets is recognized

Inflation 2.30%

Salary increase 3.05%, average, including inflation

Investment rate of return 6.25%, net of OPEB plan investment
expense, including inflation

Healthcare trend rates Pre — 65: Initial rend starting at 7.25% at January |.

2019, and gradually decreasing to an ultimate trend rate
ot 4.05% over a period of 13 years
Post — 65: Initial trend starting at 5.10% at January |,
2019, and gradually decreasing to an ultimate trend rate
of 4.05% over a period of 11 years
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DePRIE & ADKISSON, PSC
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INDEPENDENT AUDITOR’S 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 of Directors
Bullit County Public Library
Shepherdsville, Kentucky

We have audited, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audit contained in Govermmnent Auditing Standards, issued by the
Comptroller General of the United States, the financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the Bullitt County Public Library as of and
for the year ended June 30, 2018, and the related notes to the financial statements, which collectively
comprise the Bullitt County Public Library, Kentucky's basic financial statements and have issued our
report thereon dated August 23, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Bullitt County Public Library’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 Bullitt County Public Library's internal
control. Accordingly, we do not express an opinion on the effectiveness of the Bullitt County Public
Library’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 correcied 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.

Qur 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. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
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To the Board of Directors
Bullitt County Public Library
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Bullitt County Public Library’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 resulis 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

This 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
contrel 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 communications is not suitable for any other purpose.

DePrie & Adkisson, PSC
Certified Public Accountants

August 23, 2018



