B SANTA CRUZ
@ PUBLIC LIBRARIES

LIBRARY JOINT POWERS AUTHORITY BOARD
FINANCE SUBCOMMITTEE

Monday December 10, 2012
Downtown Branch Community Meeting Room
224 Church Street, Santa Cruz
6:30 PM PUBLIC MEETING
1. ROLL CALL
2. APPROVE AGENDA OF DECEMBER 10, 2012
3. APPROVE MINUTES OF OCTOBER 30, 2012
4. ORAL COMMUNICATIONS
5. STAFF REPORTS

a. Monthly Financial Reports- October 2012
b. Update on cash reserve policy

6. OTHER BUSINESS
a. Vice-Chair election

7. WRITTEN COMMUNICATIONS
a. Trust funds
b. Library Sales Tax and Property Tax Revenue

8. FINANCE COMMITTEE MEETING CALENDAR
The Finance Committee will consider its current meeting schedule and may revise it as necessary.
9. NEXT MEETING

The next regularly scheduled meeting is Tuesday January 29, 2013 at 6:30 p.m. at the Downtown
Branch Library

ADJOURN

The Library Joint Powers Authority Board Finance Subcommittee will adjourn from the regularly
scheduled meeting of December 10, 2012 to the next regularly scheduled public meeting on 7
January 29, 2013 at 6:30 pm in the Community Meeting Room of the Downtown Branch Library.



SANTA CRUZ PUBLIC LIBRARIES
A CITY-COUNTY SYSTEM

LIBRARY JOINT POWERS BOARD
FINANCE SUBCOMMITTEE

MINUTES

October 30, 2012 Downtown Branch Meeting Room

224 Church Street, Santa Cruz

6:30 PM PUBLIC MEETING

I.

Present:

Absent:

Staff:

IL

I

ROLL CALL
Citizen English, Councilmember Terrazas
Councilmember Storey
Director Landers, Finance Director Pimentel
APPROVAL OF MEETING AGENDA OF OCTOBER 390, 2012

Citizen English moved, seconded by Councilmember Terrazas

that the Finance Subcommitiee approve the agenda of October 30, 2012

UNAN
Absent: Storey

APPROVAL OF MINUTES OF SEPTEMBER 20, 2012

Citizen English moved, seconded by Councilmember Terrazas

that the Finance Subcommittee approve the minutes of September 20, 2012

UNAN
Absent: Storey

IV. ORAL COMMUNICATIONS

None

V. STAFF REPORTS

a.

Monthly Financial Reports — September

The Finance Subcommittee reviewed the September reports. Finance Director
Pimentel discussed the September Snapshot report and responded to several
questions by the Finance Subcommittee members. Line item: “Payable to the County
— noncurrent” (Watsonville Debt) has been paid in full in August 2012. Director

Landers reported that e-rate is being credited. 000090 2



Library Joint Powers Authority Board Finance Subcommittee
October 30, 2012
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b. Year end FY 11/12 draft report. Director Pimentel reported that the year ended very
well. The audit report will be available in December with a report to the Board in

January.

c. Update on Library debt. The Finance Subcommittee discussed the various aspects of

the Library debt. Director Landers suggested postponing any decisions until the
completion of the Facilities Master Plan.

VI. OTHER BUSINESS
None
VII. WRITTEN COMMUNCIATONS
None
VII. FINANCE COMMITTEE MEETING CALENDAR
No changes
IX. ADJOURN
The regular meeting adjourned at 7:10 p.m.
The Library Joint Powers Authority Board Finance Subcommittee will adjourn from the
regularly scheduled meeting of October 30, 2012 to the next regularly scheduled public
meeting on December 10, 2012 at 6:30 pm in the Community Meeting Room of the

Downtown Branch Library.

Respectfully submitted,

Helga Smith
Clerk of the Board

All documents referred to in these minutes are available in the Library.
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STAFF REPORT

DATE: December 6, 2012

TO: Finance Subcommittee

FROM: Teresa Landers, Director of Libraries
RE: Reserve Policy

RECOMMENDATION: No action required. For information only.

SUMMARY
The LIPB confirmed a policy in April 2011 whereby cash reserves would reach 6.8% of
revenues or $795,000 by 2015/16.

BACKGROUND
At the November 5, 2012 LIPB meeting a request was made to research the reserve
policy adopted by the LIPB and to present this to the Finance Subcommittee.

Three relevant documents were identified:

1. The Task Force Compromise Model that was adopted in April 2011 states:

» Development of a cash reserve that reaches 6.8% of revenues or $795,000 by
2015/16; with a goal of funding to 10% in the following years

¢ Cumulative fund balance grows to approximately 5% of revenues by 2015/16.
The intention is to ensure funds are available to handle unexpected issues in
transitioning to a new model. The Board will determine the best use of the
fund balance and any policies for continuing annual budget surpluses going
forward.

2. The Task Force Compromise Model 5 year projections (attached) indicate allocating
$100,000 per year for three years starting in FY13/14 for a “cash reserve”

3. OnJune 1, 2011 the LJPB adopted a fund balance policy (attached). This policy
eliminates the reserve fund term that has been used previously and establishes
different categories of fund balances: non-spendable, restricted, committed, assigned
and unassigned.

DISCUSSION

‘The fund balance policy defines the Operating Fund as the location for funds to cover
cash flow issues (i.e. cash reserves). The Contingency Reserve Fund was deleted since
emergency and cash flow reserves were moved to the Operating Fund.
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At this time the Capital Projects Fund was also deleted and the funds were moved to the
Operating Fund. The rationale was that funds designate for capital maintenance would be
spent annually from the operating fund and the service model did not provide for
contributions to capital projects.

Thus, any funds considered “cash reserves” are currently included in the annual operating
budget. The goal of 6.8% of revenues as “cash reserve” is $768,307 in FY12/13 and has
been reached. The long term goal of 10% is $1.13 million and this has also been achieved
as the cash on hand for July 2012 was approximately $1.6 million.
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LIBRARY TRUST FUND ACCOUNTS

FINKELDEY TRUST

Ponor:

Terms:

Amount:

Income:

Management:

Stella A. H. Finkeldey, a teacher and principal in the Santa Cruz City
School System, left her estate to the Santa Cruz Public Library in 1949,

“....the net income there from, plus the annual sum of $100.00 from the
principal, [shall] be used and expended solely for the purchase of musical
literature for and to be kept in the music department of the Santa Cruz
Public Library.”

On May 24, 1949 the sum of $11,912.24 was distributed to a trust account
for the Library. The management of the trust was subsequently turned over
to the City of Santa Cruz.

Interest earned is added to principal

It is managed by the City Finance Department. Complete record is
reflected in Library budget.

MCCASKILL TRUST - LOCAL HISTORY

Donor:

Terms:

Amount:
Income:

Management:

Wsamba\LIPB\Finances\Library Trust Fund Accounts.doc

Annie McCaskill, who died in 1981, named the City of Santa Cruz as one
of the two residual legatees for her estate. The other was the First
Presbyterian Church. Upon the death of her sister, Francis McCaskill, the
City’s share of the estate was to be divided into two equal parts: one for
local history and the other for providing materials and services to people
who are visvally impaired. Francis McCaskill died in 1986, and the
Library received its distribution during the summer.

Half the City’s share is to be used “in establishing and maintaining a
department in the City of Santa Cruz Public Library System devoted to the
preservation of historical documents and objects and promulgation of the
local history of the City of Santa Cruz and of the State of California.” No
limitations on only spending income.

The McCaskill Trust for Local History was originally about $244,000.

Interest earned is added to principal

It is managed by the City Finance Department.

1
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MCCASKILL TRUST - VISUALLY IMPAIRED

Donor: See above

Terms: Half the City’s share of the McCaskill Trust is to be used “in establishing
and maintaining a Braille department in the City of Santa Cruz Public
Library System and for the purpose of providing Braille books, materials,
records, and tapes for use of persons with defective sight.”

Anticipating major cuts in the Library’s 1986-87 materials budget, the
Library Board agreed in July that $15,000 in income from this Trust
should be used to support the purchase of large print and talking book
tapes for adults and children during the current fiscal year. It has been
approved that continuing after this, the money could be spent in any way
that benefitted the visually impaired and was not limited to the purchase of
Braille materials.

Amount: The McCaskill Trust for Local History was originally about $244,000.
Income: Interest earned is added to principal

Management: It is managed by the City Finance Department.

RICHARDSON TRUST

Donor: Dr. James B. Richardson died in 1979, leaving the Library a Testamentary
Trust for book purchases. His other legatees were the Cornell University
Veterinary School and a personal friend,

Terms: The Richardson Will specifies that the Library use the funds “for the
purchase of nonfiction books written for the general public, and not to
include textbooks, technical or statistical books, or religious or
sociological studies.”

Amount: The County Bank of Santa Cruz was left the bulk of the estate, to establish
a Trust which would provide the Library with $10,000 per year for book
purchases. By the time Dr. Richardson’s real estate had been sold, the
Trust was producing more than this amount.

\samba\LIPB'\Finances\Library Trust Fund Accounts.doc
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Income:

In 1981 the Superior Court ruled that all net income be distributed
annually, one-fifth to Cornell (for research on dogs) and four-fifths to the
Library.

Management: Held by Comerica Bank. Check is received annually in May and that is

appropriated into the Library’s annual budget.

WHALEN TRUST

Ponor:

Terms:

Amount:

Income:

Family Trust of Kenneth H. Whalen and Shiriey M. Whalen. Kenneth
Whalen died on December 1, 2008, leaving the Felton Branch of the
Library a Trust for capital improvements and book purchases.

The Whalen Trust specifies that the Library use the funds for the Felton
Branch “for capital improvements and/or new books”.

Distribution occurred June 20, 2009 in the amount of $755,266.25.

Interest earned is added to principal

Management: It is managed by the City Finance Department

LEET-CORDAY TRUST

Donor:

Terms:

Amount:

Income;

Robert Leet-Corday

‘The Leet-Corday Trust specifies that the Library use the funds for the
Downtown (Central) Branch of the Santa Cruz Public Library System for
“providing vibrant physical and virtual public spaces™.

- The Trust is in the amount of § 89,028.88.

Interest earned is added to principal

Management: It is managed by the City Finance Department.

Wsamba‘\LIPB\Finances\Library Trust Fund Accounts.doc
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JAMES MORLEY TRUST

Donor: James Morton Morley died on February 1, 2011, leaving the Library a
bequest.
Terms: The James Morton Morley Trust specifies that the Library use the funds

for “improvements or enhancements to the La Selva Beach Library Branch
or the Aptos Branch if the La Selva Beach Branch has been or is
scheduled to close™.

Amount: The bequest is in the amount of $12.,269.

Income: Interest earned is added to principal

Management: It is managed by the City Finance Department.

DOROTHY A. HALE TRUST

Donor: Dorothy A. Hale died in 2011 leaving the Library a bequest.

Terms: The Dorothy A. Hale Trust specifies that the Library use the funds for “the
Scotts Valley Branch of the Santa Cruz Public Library System.

Amount: The bequest is in the amount of about $ 74,000.

Income: Interest earned is added to principal

Management: It is managed by the City Finance Department.

\\samba\LJPB\Finances\Library Trust Fund Accounts.doc
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County of Santa Cruz

COUNTY ADMINISTRATIVE OFFICE
701 OCEAN STREET, SUITE 520, SANTA CRUZ, CA 95060-4073
{831} 454-2100 FAX: (B31}454-3420 TDD: (831} 454-2123
SUSAN MAURIELLO, J.D., COUNTY ADMINISTRATIVE OFFICER

November 1, 2012

TO:  Each Member of the Board of Directors of the Library Financing Authority

- LIBRARY SALES TAX AND PROPERTY TAX REVENUE
Dear Members of the Board of Directors:

The purpose of this letter is to provide an update on the Library Sales Tax actual receipts for the 1st
quarter of the 2012-13 fiscal year, and an update on the County Library Fund Maintenance of Effort
(MOE) contribution to the Library Financing Authority for 2012-13.

Total Library Sales Tax actual receipts for the 1st quarter were $2,067,291 which is $89,681 more than
the 1st quarter estimate provided to the Authority in June.

As a result of a reduction in property tax values, the County Library Fund experienced a property tax
revenue shortfall of $22,411 in 2011-12. The 2012-13 Library Fund property tax apportionment
increased by $2,891. The 2011-12 shortfall and revised 2012-13 apportionment result in a 2012-13
County Library Fund MOE contribution of $4,629,261, a reduction of $18,520.

In summary, 2012-13 first quarter sales tax is $89,681 over estimate and the County Library Fund MOE
contribution for 2012-13 will be $19,520 under estimate. These net to a favorable variance of $70,161
as of September 30, 2012.

This office wili provide you with an update in January when the sales tax revenue for the second
quarter of 2012-13 is known.

Verytruly your,

arol D. Kélly
Assistant County Administrative Officer

cC Director of Libraries, Santa Cruz City/County Library System
Library Director, Watsonville Library
County Administrative Officer
Assistant County Administrative Officer
Santa Cruz City Manager
Watsonville City Manager
Auditor-Controller
Santa Cruz Director of Finance
Administrative Services Director, City of Watsonville

SERVING THE COMMUNITY ~ WORKING FOR THE FUTURE
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