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Jj. Review all invoices and forvard all approved invoices to the fiecal
. agent for payment.
v o
THE FISCAL AGENT .
The City of Salinas shall act as .the Fiscal 'Aganf:. The Fiscal Agent shall be
empawered to do the following:
. Execute contracts for state and federal f'unds as authomzed by
the Ezecutive Committee; )
b. Accept the funds f‘mm the State L‘meman (State Department oj‘
-E‘duaatwn) as provided for in this contract;
e. Purchase or. contract for the services and suppZzes approved by
- the Ezecutive G’onm.ttee, : -

d.’ owuz'se the monies of‘ the grcmt sub,yeot' to the approval of the -
Exeautwe Canmttee, .

e Maintain financial raaards and perpare far the system f-z.nanczal
‘ reports reqmred by the Executive Committes and/or tha State Librarian.

F. Pinaneial szt'atwns In no event shall fbhe E'xeautive Committee or
fiscal agent zncur any indebtedness or ligbilities ea:eeedmg in any year the
moume and revenue for that yeaz'. :

: Ix -
. PLAN OF SERVICE °

The Ezecutive Committee shall veview and adopt the Plan of Service.

The Plan of Serv-z.ae, after approval by the Ezecutive Committee, shall be adoptzd
by the legiglature of each wiember agency before said system shall be Operatwral

The plan of Service shall describe the specific purposes for which the
system i formed ‘tnd ‘the means by which such purposes are to be accomplished, .
In addition to pramdmg for meeting all reqmrementa of State Law to qualify
for grants, the Plan of Servwe shall include provision j’oz' () uniformity and/or
centralization of technical servwes (ineluding ordemng of books, eataleging and
wdemng, procaas-mg of books, tz'anaporf:atwn and distribution of books), and
(2) local autonany ‘ton book seZectwn, mrcula-l:wn reaearch and z-efer'ence, and
intercommnity relatwnsh-ups) : o ’

X
. BUDGET AND RECORDS
.’l'he budget for the system shall be fora fiscal year commencing JuZy
1 of each yeaz- and shall be approved by the Executive Commitiee on or before April
1, prior to the begmmng of the said figeal year. E:ceeptwn may be made for
. the first budget year, since the state has establzshed the morzth af September as
" the. deadline filing da'be for applications for ﬁmde and antzcz.pates cmnounaement .
of epprovals ‘in Jmuary
The budget for the system shall be suff'bczent in, deta-z.?. to autlme the
fwzctwna or aetivitiea to be pez'fomsd by the partzes }znd the basw for said
ﬁmctwns or. aommtzes.
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. The budget shall aZso show the sourees of revenue j‘rom State and
Federal grants and from member libraries. The budget shall not be considered -
finally adopted until all con‘bmct'mg public agencies have had an oportunity
to approve or dzsapprave the budget ineluding the revenue to finance the
obligation of said budget, if a member agency so desires.

Each party to. this eontract shaZZ keep such records as are agreed
upon by the Executive Committee.

XTI
 PAYMENT .

It i8 hereby agreed that each party to this agreement shall be
compensated for his coste for services provided pursuant to the budget. Costs
shall be gstimated in accordance with Seetion X above and Section XI. The
estimate shall be used to determine the total costs recoverable by each party
from the system., Where morve than one party ‘performs the eame service, the
lovest estimate of cost shall be used for reimburszng all parties performing
the service. Cost estimated shall be submitted in detail for review and approval
by the Executive. Comttee and ineluded in the budget.

. XIr :
— ' GENERAL CONDITIONS

Each pavty to this agreement shall retain contrél of its own library, -
operate with its own budget, etaff, bookstock, branches wnd stations- The
term "booke" in this agreement refers to all items in the library eollections
regardless of format, such as periodicals, Ase:mials', newspapers, pamphlets,
government documents, maps, tapes, dises, -films, pictures, Nothing in this
agreement shall conflict with the provision in the Plan of Service that loans
gshall remain within the p‘raéedural Framework of the lending library. None of
these Zibz’ar‘y agenaies need "lend -a book or other Library materials for home
reading to a nom-es-z,dant or through mf:er—-lmbrary loan that does not circulate
to residents. :

XIIr
ADDITIONAL PARTIES
- Any agency providing library service may become a member of the

syntem upon ratification of this contract and Plan of Service and with the
approval of the Executive Committee. The addition of any party or parties to-
‘this agreément, in the manner deseribed above, need not be ratified or approved
by the existing parties to this agiﬂeement. Nothing in this paragraph shall '
prevent the Executive Committee from establishing spec-lal terma and conditions for
libraries desiring to become members of the system. '

.- xIv

- WITHDRAWAL

Any party heveto, except the Fiscol Agent, may withdraw from the
aystem Ly resolution of ite governing body. Such withdrawal shall be made
prior to April 1 of any year, and 'shall b_e-effectibe as of July of the year
witadraval 1e made. The Fisgal A'gent may withdraw from the system by resolution
of its governing body. The notice of such withdrawal shall be made at least

)
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member at least seventy-vtwo (72) hours before the time of such meeting. The
call and notice shall specify the time and place of the rneet-mg and the business -
to be transacted. . : -

The Executive Committee shall cause its Secretar-y to keep full and
complete minutes of all meetings which shall be public documents and available
for inspection at the ofﬁae of the Secretary'at all times.

No business may be transacted without the quorum of the members of
the Executive Committae being present. A quorum shall consist of a majority
of the members, and a vote of a majority of the Exmecutive Conmittee
shall be required to transact business. The Executive Committee shall adopt
appropriate rules, not inconsistent hervewith, for. the orderly transaction of
its busmesa

. VI ;
EXECUTIVE COMMITTEE EMPLOYEES - L

In the name of the Monterey Bay Avea Cooperative Library System, the
Exgeutive Committee shall have power to employ and engage and appoint person.'
or persons as may be deemed necessary in carrying out the operations of the
 Cooperative In.bra.ry System. Person or persons s0 engaged shall receive such

compensation as may be fixed by the Ezeputive Committee. None of the employees
mentioned in this paragraph shall be deemed, by reason.of their employment by the
. Exeoutive Committee, to be employed by any of the contracting public agencies.
Employees of any of the contracting publia agencies may not be compensated or
receive any reimbursement for expenses fram the eyatem z.nthauf: i:he consent of the
‘ govermng body of the cantractmg agency. :

. VIT
' POWERS OF THE EXECUTIVE COMMITTEE
The Executive C'onmtf:ee shall have the foZZonnng powers:
' .. Qs Review the Plan of Service and after approval, refez' it to the
@overm!ng bodies of .the menber libraries;

b. Review and adopt the budget for tmplementmg the Plan of Service;

é. With prior authorizsation from the governing bodies of the member
libraries make application for such funds which may be available from the State
of California (Public Library Services Act) and from thé federal Library Services
and Construction Act, or from any otheér available sources;

d. Davelop policies for allocating reimbursement to member Zzbrames,

e. Adopt rules and procedures to assura complionce with the Plan a;
Service and the wpmvemen'b of the library services for the syatem;

F. Make or cause to be made continuing studies for improvement of
Zzbrary services by the system;

g. Designate eubcommitiees and determine their composition as needed
to carry forth the businese of the system; appoint members of these subconmittees;

h. Acbm,mster the Plan of.Servwe of the System, assuring that funds
arz expended in accordanca mth -the budgef: appraved j’ar mpZementzng the Plan
of Service; .

i. 'Approve the encumbrance af any funds and authorize the fisecal
agent to contract for or purchase said services provided for in the budget;

’
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JOINT EXERCISE OF POWERS AGREEMENT .

" MONTEREY BAY AREA COOPERATIVE LIBRARY SYSTEM
ARAAARRAARRRRARAARRARRERAAAARRKAR KR RAKRRKARARRA

WHEREAS, The folléwing public agencies: IHE CITY OF SALINAS, the
COUNTY OF MONTEREY, ‘the CITY OF PACIFIC GROVE, the CITY OF CARMEL,
and the CITY OF MONTEREY, all of the State of California, and each of
them, maintain and operate as.a: division of an agency of local govermment, a
Public Ltbrary, and ’

WHEREAS, each of the public agencies provides the neeessary publw
fund for the operation of the publie libraries; and

WHERBAS, each of the public agencies has the power to approve the
expenditure. of funds on the part of the publié library for the procuring of
library materials, equipment, operating expenses and personnel to be made

" available to persons utilizing the public library facilities; and

WHEREAS, it has been found and déterminad that the Information Service

Center in which thé respective public library of each of the public agencies

participate under a federal grant and was found to greatly enrich the services
with a more extensive supply.of library materials, thereby providing the '
additional benefit to all persons using the rsspective Zibrar;y facilities as
the same are maintained by each of the public agencies; ands
. WHEREAS, The State of California has’ enaated the Public Lv.bmry

Services Act in order to encowrage the development of publig libraries throughout
the State by grants to public Zibnzry systems for the purposes of (A) Assisting
them in establishing, improving and extending library services; and (B)
Bncouraging the establishment of library systems in areas where such cooperation
would facilitate improved library service and at the same time preserve the
benefits of local autonomy, and ., .

WHEREAS, the public agencies are authomzed to contract with each

' other for the joint exercise of any common pover under Article 1, Chapter 5,

Division ?, Title 1, of the Government Code of the State of California:
NOW, " THEREFORE, THE FOLLOWING CONTRACTING public agencies: The CITY

* OF SALINAS, the COUNTY OF MONTEREY, the CITY OF PACIFIC GROVE, the CITY OF CARMEL,

and the CITY OF MONTEREY, and each o;f‘ them, for and in comsideration .
of the mutual promises and agreements heminafter stated and the perfomance
thereof, and for other valuagble and adequate consideration do hereby promise and:
agree for and on behalf of themsalves and successore in interest as follows:
PURPOSE OF AGREEMENT, COMMON POWER T0O BE EXERCISED

This agreement, made under the provisions of Article 1, Chapter 5,
Division 7, Title 1, of the Governmant (,‘Odé of the State of California, is for
the purpose of providing for the ereation and establishment of a Cooparative )
Library. System to be known as the MONTEREY BAY AREA COOPERATIVE LIBRARY SYSTEM.




o M . .
_;.\507 B it
\ ARY OF BTATE

Seaberinr om S SECRETARY OoF STATE

111 CAPITOL, MALL

. \, ) : BACRAMENTO 9BBI4 o No. 696465

[LIP
e

MON REA COOPERA | SYSTE “CarpoRratioN No.
TONTE u isEétreet. TIVE LIBRARY TION N
Sal:mas , Ca ‘ 93901 SAB

DATE.

JuUN 2 0 113

IF STATEMENT INDICATES BALANCE DUE, DETACIH THIS PART AND RETURN WITH REMITTANCE

Re: MONTEREY BAY AREA COOPERATIVE LIBRARY SYSTEM (215) AMoUNT CHARGED

Filing articles of incorporation
Filing qualificntion papers, foreign corporation

$2.00 Recording e
2.00 Affixing certificate and seal to copy.
1.00 Comparing. ——
30¢ per page | Making copy.
Filing certificate re amendment articles of incorporation JFR 2 DD
5.00 Filing document supplementing or amending qualification papers, foreign oorporahon
Filing ngreement of merger or consolidation and certificates constituent corporations
5.00 Filing certificates of election to wind and dissolve
5.00 Filing certificate of final dissolution
10.q0 Filing application to trademark, and/or service mark, and/or renewal
5.00 Recordation of assignment of trademarks and/or service marks
5.00 Filing designation of agent -
3.00 Issuing certificate of filing
3.00 Issuing certificate’ of good standing cﬂmem..w..whldl
3.00 Issuing certificate of listings re corporate docume m _The goctht —atars-wos
5.00 Filing certified copy of decree changing name....... ._*Hs_stcdeme v
2.00 Certifying to qualification of (officer) opbsd-inethis cifigg on
5.00 Attesting commission . eed B o013
"1.00 Repro §/0 ... H _:)_\_Jl‘\ 2 e
5.00 Receiving copies of pmcess ugnmst mmomﬁnﬂ 5 e S
Special handling fee . . .. .o .
Minimum franchise tax prepnyment
» TOTAL CHARGES g 83
No. 696465 AMOUNT, RECEIVED
) nEr'Urm '

* BALANCE DUE

$4397.382 7.72 70M ous Bo ol

s g

SALINAS

06ng - AMUNICIPAL CORPORATION
SALINAS, CALIFORNIA 93901

OUR ACCOUNT CODES S DESCRIPTION' . [, |PURCHASE ORDER| AMOUNT
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. INITIAL NOTICB TD THB SECRETARY OF STATE - E
ey e e NS, KO, A JOINT, POWERS AGREED
“Wotice is exshy given to’the Secretary of Stare” | Mg
-pursuant_to_Sections.6503.5 or.6503.7 of the. . i...cli. o0 . B
- Government Code as to the existence of a joint . ~ ', '| . ~ JUN20O 1973
_powars .agreement,. proudmg for .the creation of an s fn . . R A
- -, agency or entity which is separate from the partles BROWN Jr., Secratary of Staty e
. to the_agreement _and .i$ xresponsible for the o ‘ A~
administration of the agreements. The following _ A= - p
..information._as_to_.,the.: agreement is set forth: ' 7 A £ (F ite Stemp) |
(a) The p'ublic agenc:.es Parue‘sgi:e”{ﬁe*;s;;énent' arer - TTmmmmmeymemammen
O RPTIGt o] | - B Salines. - o :
Gy omy
o .Cwﬁw‘of._m’nfg_m.-_h._ T ‘ v. S
. . e, 1 ‘
J ._..w...__._'..... o e vt - 6. ctfy of wafgmylne
. \N‘\ (3) c|+y of Paelfic Grove 1. city and Coumy of Senta Cruz_
,ﬁ! e ‘ 'f ﬂca"., i{mud:m:\;c).'
City 'of Carmel . . . '
) RS

(1f mbré'sﬁ&céﬁéUneédedg“t‘ypd’@'&ontinued" in (4) and atfach a separate sheet'
to this form) .

(b) The name of the agency or entity created under the agreement and respons:ble for the
administration of the .agreement is: _.

Monterey Bay Area Cooperaﬂve Library Sysiem oL

LT T .u.uﬁdlu'x':ms..;‘.u);m .l(m.c..; e TR FETS NS DY I O EF T
. . T . R -

T .10, ..:*H,Adml..u Jon{“uz'.m L ':a:!"t-ww“" i D TRy FiT DN TR

DNl wulyuld 8z .Juu.tp'm 4:13 PR 5.“.!‘5.--':',’1.“'.2'.-.‘( PN
. radedgitado e vt isia

L HO W. ‘San Luls, ,Sallnas. Cal!f. 93901' -
Mailing ‘Address:t: ‘uJ F0- e g, e

Ldes

CFRRARUCE R

(c) The date upon which the 'agreement became effective. is: . 'Sep*i‘. 1968

(d)’ A condensed statement as to the purpose of the agreement or the:.powers to be
exercised is: . System was created for the purpose of pemlﬁ!ng each: member | Ibrary
to provlde lmproved publlc llbrarv servloes to 1ts residents through cooperaﬂve

efforfs deslgned T expand the capablll'l'y of each publlc Hbrary.

e e e
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Monterey Bay Area Cooperative Library System

The Monterey Bay Area Cooperative Library System is created for the purposes of
permitting each member agency to provide improved publie library services to
its residents through cooperative efforts designed to expand the capability of
each publie library, and in order to obtain the benefits of such a system as
provided by law on such terms and conditions as hereinafter follow:
IT
FORMATION OF MONTEREY BAY AREA COOPERATIVE LIBRARY SYSTEM

Pursuant to the provistons of the California Education Code, Scetion
27111 et seq. (Division 20, Chapter 1.5) the parties heveby form the WONTEREY
BAY AREA COOPE’RATI VE LIBRARY SYSTEM, to be known alco as the MBAC Library System.
Lach of the public libraries operated by said parties shall be considered a
"member library" of said system. The obligations and conditions that hereinafter
follow are contingent wpon the plan of library service being adopted by itc
member agenctes. .

IIr ]
ORGANIZATION
. THE EXECUTIVE COMMITTEE

To administer and ewecute this agreement, there is hereby constituted
the MONTEREY BAY AREA COOPERATIVE LIBRARY SYSTEM EXECUTIVE COMMITTEE, hereinafter
sometimes referred to as "Executive Committee”.

In the name of the Monterey Bay Area Cooperatiive Library Systerﬁ the
Execuiive Committee may take, acquire, purchase, lease,
hold, own, exchange, sell, convey, release and maintain such Monterey Bay Area
Cooperative Library. System materials, equipment, and persomnel as may be deemed
to be.in the mutual interest of the parties hereto. The Executive Committee
shall do all acts necessary for the exercise of the expressed common power
and for the purpose specified in Paragraphs I, II and IIT hereof, subject only
to such limitations and restrictions as may be set forth herein.

T

Iv
EXECUTIVE COMMITTEE MEMBERS
The membership of the Executive Committee shall at all times ba equal

to the mumber of contracting entities becoming and remaining as a party hereto

and consisting of the head librarians of the contracting public agenciecs. The
Executive Committee shall elect one of its members President and he shall praside
at all meetings. The term of President shall be one (1) ycar. The Bxceutive
Commitice shall also elect a Secretary and a Treasurer. Each and every head
librarian shall have the authority to appoint a substitute, with full voting
rights, to attend Executive Committee meetings in the libararian's absonce.
v
EXECUTIVE COMMITTEE MEETINGS .

The Ezeeutive Committee shall. fix the time and place for its meetings
and shall hold at least one annual meeting. A special meeting may be called
by the President, or upon written demand by two members of the Executive Committee,
by delivering personally or by mail written notice to each Executive Committec
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. " one year prior to the begimning af the ‘fiacal. year of withdrawal, If the _
debts and obligations of the system exceed ite mssets and’ antictpated tncome at
"the time of withdraal, wtthdmwal may be effective only after payment by the
withdrawing party of ite proportionate share of the net debte and obligaf:iona
of the system. . - . Co o
: ) N (2 .
TERMINATION OF THE SYSTEM
This Agreement may be terminated by resolution of ‘the goveming
board of a majority of the parties to this agreement at the time termination -
18 voted, The decision to terminate must be made prior to April 1 of any year
and shall become effective only on July 1 of ‘t.he year termination is voted.
. Upon termination, any cash assete of the system shall be divided among the parties’.
in a manner recommended by the Ewecutive Commitiee and approved by the governing
body. In'the event the Executive Comittee or the governing bodies cannot agree.
upon the division of assats, they shall be di:nded in proportion to the total . S
funds allocated by parties to the system, and diatm‘butad to azz such:parties e
who have been members. af the aystem. : -

IN _,WHITNESS WE’REOF, 'l:he partz.es hereto have ea;eouted thia agreement the day
and yedr -firet above written, as the public agenoiee have ocaused ~their names
to be affized hereby by the propez* ofﬁcare thereof ae will appsar by Reaalution

of each governing body. o

. . ATTESP: . AT
APPROVED THIS 27 5@45 i o crpyop sanims, a

d"yaf@ﬁdﬁ@aﬁ@ﬂ Sl Heigggat Uowerm‘

n

/

APPROVED THIS ___ypzd T T - fam COUNTY. OF Mozvmmr, g
day on"aZé oY) ) 1068, S _State{f‘ California ﬂ .

. l u - L ‘f» B By p(kww}é\ Cee e .
APPROVED THIS 7%, . THE CITY OF PACIFIC GROVE, -
day of @Jm‘obe, 1968, _ 4 Mun 1 Corporghion o

B _ |
APPROVED THIS /A . THE CITY OF CARMEL, a

day of ; 1988 R Muniaich)}:q‘mtiqn
"gé;:;;m‘. S 4 " ,%.

OVE 9.4cd S
:A AFPROVED THIS : | ﬁf,;gf’gzogom”
day of whpimrklrr 1068, -

. "'Arpmmn THIS B o
(. day of 1968,

' Do
LA - - e, LT . *
' . ’ T . . . o
. . . - cen T, . .




Joseph ] Arch

Certified Public Accountant

INDEPENDENT AUDITOR’S REPORT

To the Administrative Council of the
Monterey Bay Area Cooperative Library System
San Mateo, California

I have audited the accompanying basic financial statements of the Monterey Bay Area Cooperative
Library System (System) as of and for the year ended June 30, 2008. These basic financial statements
are the responsibility of the System’s management. My responsibility is to express an opinion on these
basic financial statements based on my audit. The prior year summarized comparative information has
been derived from the System’s June 30, 2007, financial statements in which an unqualified opinion
was expressed on those financial statements.

I conducted my audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that I plan and perform the audit to obtain reasonable assurance
about whether the basic financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the basic financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall basic financial statement presentation. [
believe that my audit provides a reasonable basis for my opinion.

In my opinion, the basic financial statements referred to above present fairly, in all material respects, the
financial position of the System as of June 30, 2008, and the results of its operations for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

The Management’s Discussion and Analysis (MD&A) on pages two to seven and the Budgetary
Comparison Schedule on page 22 are not required parts of the basic financial statements, but are
supplementary information required by the Governmental Accounting Standards Board. I have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the required supplementary information. However, I did not audit the
information and express no opinion on it.

2O

September 22, 2008 JOSEPH J ARCH, CPA

P O. Box 3669, San Leandro, CA 94578 » phone: (510) 352-4033 « cell: (650) 868-8504 * fax: (510) 217-5930

www.jjacpa.com




Monterey Bay Area Cooperative Library System
Management’s Discussion and Analysis
For the year ended June 30, 2008

- Management’s Discussion and Analysis

This section of the Monterey Bay Area Cooperative Library System’s (System) basic financial
statements presents management’s discussion and analysis of the System’s financial performance
during the fiscal year ended June 30, 2008. Since this management’s discussion and analysis is
designed to focus on current activities, resulting change, and current known facts, please read it in
conjunction with the System’s basic financial statements (pages 8 and 9) and the footnotes (pages 10 -
18). .

Financial Highlights

At June 30, 2008, the System’s net assets increased to $220,455 from $208,124 in 2007, which does
not change for either statement presented since the System does not have any capital assets or
liabilities of a long-term nature or changes due to the conversion from the modified accrual basis of
accounting (fund balance) to the accrual basis of accounting (net assets).

Operating expenses remained relatively the same between years as costs were kept to a minimum
through contractual services arrangements. Program revenues increased $17,156, due to other agency
revenue increases during the year for contributions from members for the Technology project. General
revenues increased $1,990, which was the result of an increase to membership fees as compared to the
prior year.

Using This Report

In December 1998, the Governmental Accounting Standards Board (GASB) released statement No. 33,
Accounting and Financial Reporting for Nonexchange Transactions, which revised the reporting of
property tax revenue. In June 1999, GASB released Statement No. 34, Basic Financial Statements -
and Management's Discussion and Analysis -- for State and Local Governments. Changes in
Statement No. 34 require a comprehensive one-line look at the entity as a whole and capitalization of
assets and depreciation. The System had no major reconciling items, which, typically, are necessary as
a result of capital asset transactions. The System has selected the single governmental fund (General
Fund) presentation since this reflects the most concise and easily readable presentation for the
System’s operations.

The annual financial statements include the Independent Auditor’s Report, this management’s discussion
and analysis, the basic financial statements, the notes to basic financial statements, and required
supplementary information.



Monterey Bay Area Cooperative Library System
Management’s Discussion and Analysis, Continued
For the year ended June 30, 2008

Financial Analysis of the System as a Whole

Net Assets
As of June 30, 2008 and 2007
Increase Percent
2008 2007 (Decrease) Change
Assets:
Current assets $ 227,110 $ 214,809 b 12,301 5.7%
Non-current assets - - - 0.0%
Total assets $ 227110 $ 214,809 $ 12,301 5.7%
Liabilities
Current liabilities $ 6,655 $ 6,685 3 (30) -0.4%
Non-current liabilities - - -~ 0.0%
Total liabilities 6,655 6,685 (30) -0.4%
Net assets:
Investment in capital assets - - - 0.0%
Unrestricted 220,455 208,124 12,331 5.9%
Total net assets 220,455 208,124 12,331 5.9%
Total liabitities and net assets $ 227,110 $ 214,809 3 12,301 57%

This schedule is prepared from the System’s Statement of Net Assets (page 8), which is presented on
an accrual basis of accounting whereby assets are capitalized and depreciated.

Net assets at June 30, 2008, increased to $220,455 from $208,124 in 2007.

o)




Monterey Bay Area Cooperative Library System
Management’s Discussion and Analysis, Continued
For the year ended June 30, 2008

Financial Analysis of the System as a Whole, continued

Operating Resnlts
Far the years ended Junc 30, 2008 and 2007
. kncrease Percent
2008 2007 {Decrease) Change
Operating expenses $ 205,970 3 185,858 $ 20,112 10.8%
Program revenue: .
State library 129,283 124,993 4,290 3.4%
Other agencies 12,866 - 12,866 100.0%
Total program revenue 142,149 124,993 17,156 13.7%
Net operating expenses 63,821 60,865 2,956 4.9%
General revenue:
Membership fees 66,524 63,393 3,131 4.9%
Investment earnings 9,628 10,769 (1,141) -10.6%
Total general revenue 76,152 74,162 1,990 2.7%
Increase in net assets 12,331 13,297 (966) -7.3%
Net assets:
Beginning of year 208,124 154,827 13,297 6.8%
End of year $ 220,455 3 208,124 3 12,331 5.9%

As depicted in the graph below, State Library revenue approximated 60% of all revenue sources for the
System, which indicates significant changes in this revenue source could result in reductions in service.
Past experience has shown amounts to be relatively stable from year to year, but additional economic

strain on the State could call for reductions to this revenue source.

Revenues by Source

Investment Earnings
9,628
4%

Membership fees

66,524
31%
Other agencies
12,866
6%

State library
129,283
59%



Monterey Bay Area Cooperative Library System
Management’s Discussion and Analysis, Continued
For the year ended June 30, 2008

Financial Analysis of the System as a Whole, continued

Operating Expenses
For the years ended June 30, 2008 and 2007
Increase Percent
2008 2007 {Decrease) Change
Operating expense:
Administration 3 71,760 § 51,671 £ 20,089 38.9%
Membership services 134,210 134,187 23 0.0%
Total $ 205970 § 185858  § 20,112 10.8%
Net eapital assets 3 - § - % - 0.0%

As shown in the graph below, membership services dominates operating expenses with over 60% of
the total. Overall, operating expenses remain relatively unchanged and within budgeted amounts.

Operating Expenses

> Administration

Membership 71,760
services 350,
134,210
65%




Monterey Bay Area Cooperative Library System
Management’s Discussion and Analysis, Continued
For the year ended June 30, 2008

Financial Analysis of the System as a Whole, continued

Analysis of Net Assets
As of June 30, 2008 and 2007
Increase Percent
2008 2007 {Decrease) Change
Net Assets:

Net investment in capital assets $ - 8 - § - 0.0%
Unrestricted 220,455 208,124 12,331 © 5.9%
Total $ 220455 $ 208,124 § 12,331 5.9%

The change in net assets is a $12,331 increase in unrestricted funds due to reductions to operating
expenses and increases to general revenues.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

In considering the System’s Budget for fiscal year 2008-2009, the Administrative Council and
management used the following criteria:

- The key assumptions in our revenue forecast were:
1. Interest earnings should be approximately the same.
2. State library revenue is expected to increase by 2.5% based on the cost of living and
membership fees are projected to be the same.

Continuing items specifically addressed in the budget were:

Concern over possible State budget reductions and avoiding further excesses of service costs over
revenues.

The adopted budget for the new fiscal year of 2008-2009 was $223,393 and is summarized as follows:

Percentage
FY 2008-09 FY 2007-08 change
Administration:

System administration $ 71,514 $ 61,612 16.07%
System advisory board 453 412 9.95%

Membership services:
System reference 56,229 56,139 0.16%
Communications and delivery 75,000 69,037 8.64%
Technology 20,197 20,085 0.56%
Total budget $ 223,393 b 207,285 7.77%




Monterey Bay Area Cooperative Library System
Management’s Discussion and Analysis, Continued
For the year ended June 30, 2008

ECONOMIC FACTORS AND NEXT YEAR'’S BUDGETS AND RATES - Continued

1. Administration - Shows a combined increase of approximately 26.02%, which is primarily due
to a reallocation of charges from Reference and System administration.

2. Membership services — Shows a combined increase of approximately 9.36%, which is primarily
due to an increase in delivery charges.

The following is a graphic illustration of appropriations for 2008-09:

Budgeted Expenditures

Technology
20,197

9% System
administration
$71,514
Communications 32%
and delivery
75,000

34%

System advisory

board

System reference 453

56,229 0.1%
25%

Contacting the System

This financial report is designed to provide our customers and creditors a general overview of the
System’s finances and to demonstrate the System’s accountability for the money it receives and is
allocated to it. If you have questions about this report, contact the Monterey Bay Area Cooperative
Library System, 2471 Flores Street, San Mateo, CA 94403, telephone number (650) 349 5538.




Monterey Bay Area Cooperative Library System
Governmental Funds Balance Sheet/Statement of Net Assets
June 30, 2008

(with comparative totals for June 30, 2007)

General Adjustments Statement of
Fund (Note 6) Net Assets 2007
ASSETS
Cash and investments $ 225,335 $ - $ 225,335 211,875
Accounts receivable - - - 120
Interest réceivable - - 1,775 - 1,775 2,814
Capital assets, net of '
accumulated depreciation - - - -
Total assets 3 227,110 B - § 227,110 214,809
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts and sales tax payable b 6,655 8 - 3§ 6,655 6,685
Total liabilities 6,655 - 6,655 6,685
Fund balances/Net asseis:
Designated, reported in:
General fund 17,351 (17,351) - -
Unreserved, reported in:

General fund 203,104 (203,104) - -
Total fund balances 220,455 (220,455) - -
Total liabilities and fund balances 3 227,110

NET ASSETS
Invested in capital assets - - ..
Unrestricted 220,455 220,4_55 208,124
Total net assets $ 220,455 220,455 208,124
Total liabilitics and net assets 3 227,110 214,809

The accompanying notes are an integrat part of these financial statements




Monterey Bay Area Cooperative Library System

Statement of Governmental Fund Revenues, Expenditures, and

Changes in Fund Balances/Statement of Activities

For the year ended June 30, 2008
(with comparative totals for the year ended June 30, 2007)

EXPENDITURES/EXPENSES:
Administration

Membership services
Depreciation

Loss on disposal of fixed assets

Total expenditures/expenses

REVENUES:
Program revenues:
State library
Other agencies
Total program revenues
Net program expense
General revenues:
Membership fees
Investment earnings

. Total general revenues

REVENUES OVER (UNDER)
EXPENDITURES

CHANGE IN NET ASSETS

FUND BALANCES/NET ASSETS:
Beginning of the year

End of the year

General Adjustments Statement
Fund of Activities 2007

3 71,760 3 71,760 51,671
134,210 134,210 134,187
205,970 205,970 185,858
129,283 129,283 124,993
12,866 12,866 -
142,149 142,149 124,993
63,821 63,821 60,865
66,524 66,524 63,393
9,628 9,628 10,769
76,152 76,152 74,162

12,331
12,331 13,297
208,124 208,124 194,827
3 220,455 b 220,455 208,124

The accompanying notes are an integral part of these (inancial statements




Monterey Bay Area Cooperative Library System
Notes to Basic Financial Statements
For the year ended June 30, 2008

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Monterey Bay Area Cooperative Library System (System) is a Joint Exercise of Powers Agency
organized on September 10, 1968, comprised of the following members at June 30, 2008:

Public Libraries

Harrison Memorial Library, Carmel
Monterey County Free Libraries
Monterey Public Library

Pacific Grove Public Library
Salinas Public Library

San Benito County Free Library
San Juan Bautista City Library
Santa Cruz City/County Library
Watsonville Public Library

Non-Public Libraries

Aiso Library, DLI, Presidio of Monterey

Cabrillo College Library

California State University, Monterey Bay Library
Gavilan College

Hartnell College Library

Monterey Bay Aquarium Library

Monterey Bay Aquarium Research Institute Library
Monterey Institute of International Studies Library
Monterey Peninsula College Library

Naval Postgraduate School — Dudley Knox Library
University of California at Santa Cruz Library

The System delivers library materials to members and provides research services and general
education workshops and training seminars for its members.

The System is governed by a Board consisting of representatives from each member entity. Oversight
responsibility, the ability to conduct independent financial affairs, issue debt instruments, approve
budgets, and otherwise influence operations and account for fiscal matters is exercised by the System's
governing board. The System is a separate reporting entity for financial reporting purposes and the
accompanying basic financial statements reflect the assets, liabilities, fund balances/net assets,
revenues, and expenditures/expenses of the System only.



Monterey Bay Area Cooperative Library System
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2008

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
Continued :

The financial statements of the System have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP). The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The following is a summary of the more significant policies:

In December 1998, the Governmental Accounting Standards Board (GASB) released Statement No. 33,
Accounting and Financial Reporting for Nonexchange Transactions, which revised reporting of property
tax revenue. In June 1999, GASB approved Statement No. 34, Basic Financial Statements -- and
Management’s Discussion and Analysis -- for State and Local Governments. The System implemented
these changes in the fiscal year ended June 30, 2004. The change in financial statement presentation
provides a comprehensive one-line look at the total entity. The only significant change made in order to
comply with the new requirements was capitalization of fixed assets and recording of depreciation. The
System has selected the single governmental fund (General Fund) presentation since this reflects the
most concise and easily readable presentation for the System’s operations.

B. Reporting Entity

As defined by GASB Statements No. 14 and 39, The Financial Reporting Entity, the System is not
financially accountable for any other entity other than itself, nor are there any other entities for which
the nature and significance of their relationship with the System are such that exclusion would cause
the System’s financial statements to be misleading or incomplete.

In addition, based upon the above criteria, the System is not aware of any entity which would be
financially accountable for the System which would result in the System being considered a
component of the entity.

C. Basis of Accounting

The fund-based financial statement columns (General Fund column) on Pages 8 and 9 are accounted for
using the modified accrual basis of accounting. These fund revenues are recognized when they become
measurable and available as net current assets. Measurable means the amount of the transaction can be
determined and available means the amount is collectible within the current period or soon enough
thereafter (generally sixty days) to be used to pay liabilities of the current period. Amounts, which could
not be measured or were not available, were not accrued as revenue in the current fiscal year. The
Statements of Net Assets and Activities columns on Pages 8 and 9 have been prepared on the accrual
basis of accounting whereby all revenues are recorded when earned and all expenses are recorded
when they have been reduced to a legal or contractual obligation to pay.
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Monterey Bay Area Cooperative Library System
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2008

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
continued

B. Basis of Accounting, continued

The preparation of financial statements in conformity with accounting principles generally accepted in
- the United States requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the reported amounts of
revenue and expenditures/expenses during the reporting period. Actual results could differ from those
estimates.

C. Budgets

Budgets are prepared on the modified accrual basis of accounting in which capital assets acquired are
recorded as expenditures and depreciation is not recorded.

The System follows these procedures in establishing the budgetary data reflected in the financial
statements:

* By June 30, the Budget and Audit Committee reviews and recommends to the
Administrative Council a proposed operating budget for the year commencing July 1. The
operating budget includes proposed expenditures and the means of financing them.

¢ The budget is legally enacted through passage of a motion during an Administrative
Council meeting prior to year-end.

e The Budget and Audit Committee approves all budget transfers and revisions which are
then approved by the Administrative Council.

* Formal budgeting is employed as a management control device during the year for the
General Fund.

» Budgeis for the General Fund are adopted on a basis consistent with accounting prmc1ples
generally accepted in the United States (GAAP).

Budgeted amounts are as originally adopted or as amended by the Administrative Council. Individual
amendments were not material in relation to the original appropriations.
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Monterey Bay Area Cooperative Library System
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2008

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
continued

D. Cash and Investments

The System pools cash and investments from all funds for the purpose of increasing income through
investment activities. Highly liquid money market investments with maturities of one year or less at time
of purchase are stated at amortized cost. All other investments are stated at fair value in accordance with
GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for External
Investment Pools. Market value is used as fair value for those securities for which market quotations are
readily available.

The System indirectly participates in an investment pool managed by the State of California titled
Local Agency Investment Fund (LAIF) which has invested a portion of the pool funds in Structured
Notes and Asset-Backed Securities. LAIF's investments are subject to credit risk with the full faith and
credit of the State of California collateralizing these investments. In addition, these Structured Notes
and Asset-Backed Securities are subject to market risk as to changes in interest rates.

E. Investment in Capital Assets

Capital assets are carried at cost or estimated cost if actual cost was not available. Donated assets are
valued at their estimated fair value on the date donated.

Depreciation is calculated on a straight line basis using the following useful life schedule:
Computer equipment — 5 years
2. CASH AND INVESTMENTS

The System had the following cash and investments at June 30, 2008:

FDIC insured Not rated Fair Value

Local Agency Investment Fund (LAIF) b3 - $ 217,110 $ 217,110
‘Cash deposits - Bank of America 4,110 - 4,110
Cash deposits - Borel Bank 4,015 - 4,015
Petty cash - 100 100
Total 3 8,125 $ 217,210 $ 225,335

A. Cash Deposits

The System pools cash from all sources. The System invests excess cash in the Local Agency
Investment Fund (LAIF), an investment pool, which at June 30, 2008, approximated fair value of
$217,110. Bank balances before reconciling items consisted of $7,054 and $4,110 at Borel Bank and
Bank of America, respectively. The System maintains a petty cash fund of $100.




Monterey Bay Area Cooperative Library System
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2008

2. CASH AND INVESTMENTS, continued
A. Cash Deposits -continued

The California Government Code requires California banks and savings and loan associations to secure
government cash deposits by pledging securities as collateral. This Code states that collateral pledged
in this manner shall have the effect of perfecting a security interest in such collateral superior to those
of a general creditor. Thus, collateral is considered to be held in the government’s name.

According to California law, the market value of pledged securities with banking institutions must
equal at least 110% of the government’s cash deposits. California law also allows institutions to secure
government deposits by pledging first trust deed mortgage notes having a value of 150% of the
government’s total cash deposits. The government can waive collateral requirements for cash deposits,
which are fully insured up to $100,000 by the Federal Deposit Insurance Corporation.

B. Investments

The System is authorized by State statutes and Administrative Council action to invest in the
following:

e United States Treasury notes, bonds, bills or certificates of indebtedness.

* Registered state warrants or treasury notes or bonds of the State of California.

* Bonds, notes, warrants or other evidences of indebtedness of any local agency within the
State of California.

¢ Obligations issued by banks and guaranteed by federal agency or United States
government-sponsored enterprise.

* Negotiable certificates of deposit or time deposits placed with commercial banks and/or
savings and loan companies.

e Banker's acceptances.
e Commercial paper.

» California Local Agency Investment Fund (LAIF).

The System’s practice has been to limit investments to LAIF, an unrated pool, which limits the
exposure of System funds to interest rate and credit risk by treating all balances as current.

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain
Investments and for External Investment Pools, investments were stated at fair value using the
aggregate method, which includes any adjustments recorded in interest/investment income.
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Monterey Bay Area Cooperative Library System
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2008

2. CASH AND INVESTMENTS, continued
C. Investments in External Investment Pools

The System's investments with LAIF at June 30, 2008, included a portion of the pool funds invested in
structured notes and asset backed securities and similar transactions. These investments may include
the following: '

Structured Notes are debt securities (other than asset-backed securities) whose cash-flow
characteristics (coupon rate, redemption amount, or stated maturity) depends on one or
more indices and/or that have embedded forwards or options.

Asset-backed Securities, the bulk of which are mortgage-backed securities, entitle their
purchaser to receive a share of the cash flows from a pool of assets such as principal and
interest repayments from a pool of mortgages (such as CMOs) or credit card receivables.

As of June 30, 2008, LAIF had invested none of its funds in structured notes and asset-backed
securities and similar transactions.

3. CAPITAL ASSETS
The System had no capital assets at June 30, 2008.
4. RELATED PARTY TRANSACTIONS

The System contracts with the Peninsula Library System (PLS) to share System administration,
accounting, reference, and personnel expenditures. Under these arrangements, the System pays PLS
one-third of the cost of administrative services performed, excluding PLS-specific costs. During the
year ended June 30, 2008, the System paid PLS $71,167 for administrative, accounting, reference, and
personnel services. The expenditure was charged $58,889 to System Administration (Administration)
and $12,278 to System Reference (Membership Services).

During a meeting in March 2008, the System Governing Board approved a plan on the consolidation
of the System with BALIS, PLS and SVLS. The new System would be formed in fiscal year 2009-10
with the specifics regarding the status of the existing Systems and future allocation and administration
of resources to be resolved prior to that fiscal year. PLS has received a grant from the State in the
amount of $43,000 to arrange the specifics of the Plan and create the new entity. This is a continuing
grant until the new entity is operating.

S. FUND BALANCES/NET ASSETS
Fund balance consists of reserved and unreserved amounts. Reserved fund balance represents that

portion of a fund balance that has been appropriated for expenditure or is legally segregated for a
specific future use. The remaining portion is unreserved and may be designated or undesignated.
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Monterey Bay Area Cooperative Library System
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2008

5. FUND BALANCES/NET ASSETS, continued
Designations of fund equity are described as follows:

* Designated for Communications and Delivery — represents amounts set aside by the
System's Administrative Council to be used for future communications and delivery
services.

General Fund

Designated:
Communications and delivery $ 17,351
Unreserved, undesignated 203,104

Total 3 220,455

Net assets consist of restricted and unrestricted amounts. Restricted amounts reflect balances which
cannot be influenced by System Administrative Council action, such as the investment in capital assets
net of any related debt. Unrestricted amounits reflect balances available for current operations.

Net Assets
Invested in capital assets 3 -
Unrestricted 220,455

Total 3 220,455

Expenditures exceeded appropriations by $9,694 in the System administration, $90 in System
reference, $3,448 in the Communications and delivery program and $42 in the System advisory board
program. These excesses were covered by available fund balance and a positive variance in the
Technology program of $14,589.



Monterey Bay Area Cooperative Library System
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2008

6. EXPLANATION OF DIFFERENCES BETWEEN THE GENERAL FUND BALANCE
SHEET AND THE STATEMENT OF NET ASSETS

“Total fund balances” of the System’s General fund ($220,455) does not differ from “net assets” of
governmental activities ($220,455) reported in the Statement of Net Assets on page nine. There were
no differences resulting from the long-term economic focus of the statement of net assets versus the
current financial resources focus of the General fund balance sheet in the year presented. The
illustration below shows no adjustments or differences created:

Balance Sheet/Statement of Net Assets

Reclassifications
General and Statement of
Fund Eliminations ' Net Assets

Assets:
Cash and investments $ 225,335 $ - 5 225,335
Interest receivable 1,775 - 1,775
Capital assets - - -

Total assets $ 227,110 ) - $ 227,110
Liabilities:
Accounts payable $ 6,655 $ - $ 6,655

Total labilities 6,655 - 6,655
Fund Balances/Net Assets:
Total fund balances/net assets 220,455 - 220,455

Total liabilities and fund

balances/net assets Y 227,110 $ - $ 227110
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Monterey Bay Area Cooperative Library System
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2008

7. EXPLANATION OF DIFFERENCES BETWEEN GENERAL FUND OPERATING
STATEMENTS AND THE STATEMENT OF ACTIVITIES

The “net change in fund balances” for the General fund ($12,331) does not differ from the “change in
net assets” for governmental activities ($12,331) reported in the Statement of Activities on page nine.
There were no differences arising from the long-term economic focus of the statement of activities
versus the current financial resources focus of the General fund. The illustration below shows no
adjustments or differences created: :

Statement of Revenues, Expenditures, and Changes in
Fund Balances/Statement of Activities

Reclassifications
General and Statement
Fund Eliminations ' of Activities

EXPENDITURES/EXPENSES:

Administration 71,760 $ 71,760
Membership services 134,210 134,210
Depreciation ' -

Total expenditures/expenses 205,970 205,970

REVENUES:
Program revenues:
State library 129,283 129,283
Other agencies 12,866 12,866
Total program revenues 142,149 142,149
Net program expense 63,821 63,821
General revenues:
Membership fees 66,524 66,524
Investment earnings 9,628 9,628
Total general revenues 76,152 76,152

REVENUES OVER (UNDER)
EXPENDITURES 12,331 12,331

CHANGE IN NET ASSETS 12,331 12,331

FUND BALANCES/NET ASSETS:
Beginning of the year 208,124 208,124

End of the year 220,455 ] b 220,455

' Governmental funds report capital outlays as expenditures while governmental activities report depreciation expense to
allocate those expendilures over the life of the assets.




Monterey Bay Area Cooperative Library System
Notes to Basic Financial Statements, Continued
For the year ended June 30, 2008

8. SUBSEQUENT EVENTS
In their August 2008 meeting, the Administrative Council decided to discontinue services and the

membership of the Aiso Library, DLI, Presidio of Monterey because of nonpayment of membership
fees for two years.
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Monterey Bay Area Cooperative Library System
Required Supplementary Information
For the year ended June 30, 2008

Budgetary Comparison Schedule
General Fund
Far the year ended Junc 30, 2008

Variance
with Final
Budget
Budgeted Amounts Actual Puositive
Original Final Amounts (Negative)
Budgetary fund balance, July 1, 2007 $ 208,124 $ 208,124 $ 208,124 $ -
Resources (inflows):
Interest income 1,000 1,000 9,628 8,628
Grants:
State library 129,020 129,020 129,283 263
Other agencies 1,740 1,740 12,866 11,126
Membership fees 66,525 66,525 66,524 N
Workshop fees - - - -
Amounts available for appropriation 406,409 406,409 426,425 20,016
Charges to appropriations (outflows);
Administration:
System administration 61,612 61,612 71,306 (9,694)
System advisory board 412 412 454 (42)
Membership services:
System reference 56,139 56,139 56,229 (90)
Communications and delivery 69,037 69,037 72,485 (3,448)
Technology 20,085 20,085 5,496 14,589
Total charges to appropriations 207,285 207,285 205,970 1,315
Budgetary fund balance, June 30, 2008 § 199,124 5 199,124 $ 220455 3 21,331
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