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To the Board of Trustees

Appalachian Regional Library
West Jefferson, Worth Carolina

Crpinion

We have sudited the accompanying financial statements of the governmental activities and each major fund of
Appalachian Regional Library as of and for the year ended June 30, 2022, and the related notes to the financial

statements, which collectively comprise the Appalachian Regional Library’s basic financial statements as listed in
the table of contents

In our opinion, the financial statements referred to above present fairky, in all material respects, the respective
financial position of the governmental activities and each major fund, of the Appalachian Regional Library, as of
Jume 30, 2022, and the respective changes in financinl position for the year then ended in accordance with
secounting principles generslly accepted in the United States of America.

Basis for Orpinion

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, Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Appalachian Regional Library, and to meet our other ethical responsibilities, in accordance with
the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our andit opinien,

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial ststements 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 emor.

In preparing the financial statements, management is required 1o evaluate whether there are conditions or ovents,
considered in the aggregate, that raise substantial doubt about the Appalachian Regional Library's ability to continse

as a going concern for twelve months beyond the financial siatement date, including any currently known
information that may raise substantial doubt shorily thereafter,

Member; American lasibiwie of CPAs ML, Association of CPAs
Dfices beented in IRssne and Mewland



Auditors® Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absclute assurance and therefore is not a guarantee that
an audit conducted in accordance with generally accepted auditing standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the financial
stafemenis.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

+ Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test bagis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Appalachian Regional Library’s internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reascnableness of significant accounting
estimates made by management, as well as evaluate the overali presentation of the financial statements.

s Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Appalachian Regional Library’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we
identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion
and Analysis on pages 4 through 10, and the Local Government Employees’ Retirement System’s Schedules of the
Proportionate Share of the Net Pension Liability and Contributions, on pages 34 and 35 respectively, be presented to
supplement the basic financial statements. Such information, although not a required part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economig, or histerical
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 censistency 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the basic financial statements of Appalachian Regionat Library. The individual fund statement is presented for the
purpose of additional analysis and is not a required part of the basic financial statements. The individual fund
statement is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the basic financial statements or fo the basic financial statements themselves, and other additional



procedures in accordance with auditing standards generally accepted in the United States of America by us. In our
opinion, based on our audit and the procedures performed as described above, the individual fund statement is fairty
stated, in all material respects, in relation to the basic financial statements as 2 whole.

Other Reporting Required by Government Audifing Standards

In accordance with Govermment Auditing Standards, we have also issued our report dated August 3, 2022 on our
consideration of Appalachian Regienal Library’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grants agreements, and other matters. The
purpose of the 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 over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering Appalachian Regional Library’s internal controf over financial reporting and compliance.

MMMM

COMDBS, TENNANT & CARPENTER, P.C.
Certified Public Accountants
Boone, NC

August 5, 2022
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Management’s Discussion and Analysis
Appalachian Regional Library
June 30, 2022

As management of Appalachian Regional Library, we offer readers of Appalachian Regional Library’s
financial statements this narrative overview and analysis of the financial activities of Appalachian Regional
Library for the fiscal year ended Junc 30, 2022. We encourage readers to read the information presented
here in conjunction with additional information that we have furnished in the Library’s financial
statemenis, which follow thig narrative.

Financial Highlights

The assets of Appalachian Regional Library exceeded its liabilities at the close of the fiscal year

by $1,245,353 (net position).

+  The Library’s total net position increased by $37,954.

+ Asof the close of the current fiscal year, Appalachian Regional Library’s governmental funds
reporicd an ending fund balance of $1,115,695, an increase of $5,962 in comparison with the prior
year.

e Appalachian Regional Library has no debt at June 30, 2022,

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Appalachian Regional Library’s
basic financial statements. The Library’s basic financial statements consist of three components; 1)
government-wide financial statements, 2) fund financial staternents, and 3) notes to the financial statements
(see Figure 1). The basic financial statements present two different views of the Library through the use of
government-wide statements and fund financial statements. In addition to the basic financial statements,
this report contains other supplementa! information that will enhance the reader’s understanding of the
financial condition of Appalachian Regional Library.



Management’s Discussion and Analysis
Appalachian Regional Library

June 30, 2022
Required Components of Annual Financial Report
Figure 1
Management's Basic
Discussion and Financial
Analysis Statements
Government-wide Fund Notes to the
Financial Financial Financial
Statements Statements Statements
Summary » Detail

Basic Financial Statements

The first two statements {Exhibits 1 and 2) in the basic financial statements are the Government-wide
Financial Statements. They provide both short and long-term information about the Library’s financial
status.

The next statements (Exhibits 3 through 6) arc Fund Financial Statements. These statements focus on the
activities of the individual paris of the Library’s government. These statements provide more detail than
the government-wide statements, There are three parts to the Fund Vinancial Statements: 1) the
governmental funds statements; 2) the budgetary comparison statements; and 3) the proprietary fund
statcments. Appalachian Regional Library had no proprietary funds at June 39, 2022,

The next section of the basic financial statements is the notes. The notes to the financial statements explain
in detail some of the data contained in those statcments. After the notes, supplemental information is
provided to show details about the Library’s individual funds. Budgetary information for the Library also
can be found in this section of the statements.



Management’s Discussion and Analysis
Appalachian Regional Library
June 30, 2022

Government-wide Financial Statements

The government-wide financial statements are designed to provide the reader with a bread overview of the
Library’s finances, similar in format to a financial statement of a private-sector business. The government-
wide statemenis provide short and long-term information about the Library’s financial status as a whoie.

The twoe government-wide statements report the Library’s net position and how it has changed. Net
position is the difference between the Library’s total assets and total liabilities. Measuring net position is
onc way to gauge the Library’s financial condifion,

The government-wide statements are divided into two categories: 1} governmental activities; and 2)
business-type activitics. The governmental activities include most of the Library’s basic functions such as
instructional services and general administration. State, county, and federal funds provide virtually ali of
the funding for these functions. The business-type activities are those services for which the Library
charges its students and other customers to provide. The Library had no business-type activities in the
current year.

The government-wide financial statements are on Exhibits | and 2 of this report.

Fund Financial Statements

The fund financial statements {scc Figure 2) provide a more detailed look at the Library’s most significant
activities. A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. Appalachian Regional Library, like all other
governmental entifies in North Carolina, uses fund accounting to ensure and reflect compliance {or non-
compliance) with finance-related lcgal requirements, such as the General Statuies or the Library’s budget
ordinance. All of the funds of Appalachian Regional Library are governmental funds,

Governmental Funds — Governmental funds are vsed to account for those functions reported as
governmental activities in the government-wide financial statements. All of the Library’s basie services are
accounted for in governmenta! funds. These funds focus on how assets can readily be converted into cash
flow in and out, and what monies are left at ycar-end that will be available for spending in the next year.
Governmental funds are reported using an accounting method called modified accrual accounting that
provides a short-term spending focus. As a result, the govermmentai fund financial statements give the
reader a detailed short-term view that helps him or her determine if therc arc more or less financial
resources available to finance the Library’s programs. ‘The relationship betwcen government activities
(reported in the Statement of Net Position and the Statement of Activities) and governmental funds is
described in a reconciliation that is a part of the fund financial statements.

Appalachian Regional Library adopts an annual budget for its General fund, as required by the General
Statutes. ‘The budget is a legally adopied document that incorporates input from citizens, the management
of the Library, and the decisions of the Board about which services to provide and how to pay for them. It
also authorizes the Library to obtain funds from identified sources to finance these current period activities.
The budgetary siatement provided for the General Fund demonstrates how well the Library complied with
the budget ordinance and whether or not the Library succeeded in providing the services as planned when
the budget was adopted. The budgetary comparison statement uses the budgetary basis of accounting and
is presented using the same format, language, and classifications as the legal budget document. The
statement shows four columns: 1} the original budget as adopted by the board; 2) the final budget as
amended by the board; 3) the actval resources, charges to appropriations, and ending balances in the
General Fund; and 4) the difference or variance between the final budget and the aclual resources and
charges.



Management’s Discussion and Analysis
Appalachian Regional Library
June 30, 2022

Proprietary Funds - Appalachian Regional Library has no proprietary funds (Enterprise Funds).
Enferprise Funds are used to report the same functions presented as business-type activities in the
government-wide financial statements.

Notes to the Financial Statements — The notes provide additional information that is esseatial to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements begin on page 18 of this report.

Interdependence with Other Entities: The Library depends on financial rescurces flowing from, or
associated with, both the federal government and the State of North Carolina. Because of this dependency,
the Library is subject to changes in specific flows of intergovernmental revenues based on medifications to
federal and State laws and federal and State appropriations. It is also subject to changes in investment
earnings and asset values associated with U.S. Treasury Securities because of actions by foreign
governments and other holders of publicly held U.S. Treasury Securities.

Government-Wide Financial Analysis

Appalachian Regional Library’s Net Position

Figure 2
Governmental Activities Total
2022 2021 2022 2021
Current and other assets $ 1,163,184 § 1,152,643 $ 1,163,184 § 1,152,043
Noncurrent assets 431,397 419,980 431,397 419,980
Deferred outflows of resources 460,278 383,825 460,278 383,825
Total assets and deferred
outflows of resources 2,054,859 1,956,448 2,054 859 1,956,448
Long-term liabilities outstanding 386,033 706,139 386,033 706,139
Other Habilities 47,489 42,910 47,489 42,910
Deferred inflows of resources 375,984 . 375,984 .
Total iiabilities and deferred
inflows of resources 309,506 749,049 809,506 749,049
Net position:
Net investment in capital assets 431,397 419,980 431,397 419,980
Restricted 70,645 66,519 70,645 66,519
Unrestricted 743,311 720,900 743,311 720,900
Total net position $ 1245353 & 1,2077399 $ 1,245353 § 1,207,399

As noted earlier, net position may serve over time as one useful indicator of a government’s financial
condition. The assets and deferred outflows of Appalachian Regional Library exceeded liabilities and
deferred inflows by $1,245,353 as of June 30, 2022. The Library’s net position increased by $37,954 for
the fiscal year ended June 30, 2022. Appalachian Regional Library uses its capital assets to provide
services to citizens; consequently, these assets are nof available for future spending. The use of some of the
Library’s asscis is restricted by the donor; thus, these assets are not available for spending. Appalachian
Regional Library’s remaining net position balance of $743,311 is unrestricted. The Library is allocated its



Management’s Discussion and Analysis
Appalachian Regional Library
June 38, 2022

preportionate share of the Local Government Employees’ Retirement System’s net pension liability (assef),
deferred outflows of resources, deferred inflows of resources, and pension expense. Decisions regarding the

allocations are made by the administrators of the pension plan, not by the Library’s management.

Appalachian Regional Library’s Changes in Net Position
Figure 3

Revenues;
Program revenues:
Charges for services
Operating granis and contributions
Capital grants and contributions
General revenues:
County, State, and Federal funds
Grants and contributions not restricted
to specific programs
Other
Total revenues

Expenses:
Culturat and recreational

Total expenses

Increase {decrease) in net position before transfers
Transfers
Increase {decrease} in net position

Net position, July 1
Net position, June 30

Governmental Activities Total
2022 2021 2022 2021

$ 53,357 % 34,259 $ 53,357 § 34,255
369,449 378,293 369,449 378,293
73,118 43,672 73,118 43,672
1,918,468 1,770,126 1,518,468 1,770,126
253,713 240,931 253,713 240,93}
4,163 3,594 4,163 3,594
2,672,269 2,470,875 2,672,269 2,470,875
2,6343135 2,643 718 2,634,315 2,643,718
2,634,315 2,643,718 2,634,315 2,643,718
37,954 {172,843) 37,954 {172,843)
37,954 {172,843} 37,954 (172,843)
1,207,399 1,380,242 1,207,399 1,380,242

$ 1245353 § 1,207,399 $ 1,245353 % 1,207,399

Governmental activities. Governmental activities increased the Library’s net position by $37,954.

Financial Analysis of the Library’s Funds

As noted earlier, Appalachian Regional Library uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Gaovernmental Funds. The focus of Appalachian Regional Library’s governmentat funds is to provide
information on near-term inflows, outflows, and balances of usable resources. Such information is useful
in assessing Appalachian Regional Library’s financing requirements. Specifically, unreserved fund balance
can be a useful measure of a government’s net resources avatlable for spending at the end of the fiscal year.

The general fund is the chicf operating fund of the Appalachian Regional Library. At the end of the current
fiscal year, Appalachian Regional Library’s fund balance available in the General Fund was $843,858,

while total fund balance reached $1,115,695.



Management’s Discussion and Analysis
Appalachian Regional Library
June 30, 2022

At June 30, 2022, the govermnental funds of Appalachian Regional Library reported a combined fund
balance of $1,115,695, a 0.54 percent increase from last year.

Capital Asset and Debt Administration

Capital assets. Appalachian Regional Library’s investment in capital assets for its governmental activities
as of June 30, 2022 totals $431,397 (net of accumulated depreciation). These assets include furniture and
cquipment, compuler equipment and software, vehicles, and beoks and coliections.

Appalachian Regional Library’s Capital Assets
Figure 4

(net of depreciation}

Begimning Ending
Balances Increases  Decreases Balances
Governmental activities
Capital assets not being depreciated:
Land $ - $ - $ - 3 -
Total capital assets not being depreciated - - - -
Captial assets being depreciated:
Furniture and equipment 763,485 3,868 - 767,353
Computer equipiment and software 282,035 24932 - 306,967
Books and collections 3,954,876 100,648 - 4.(55,524
Vehicles 64,319 - - 64,319
Total capital assets being depreciated 5,064,715 129,448 - 5,194,163
Less accumulated depreciation for:
Furniture and equipment 719,634 13,425 - 733,059
Computer cquipment and software 282,035 2,493 - 284,528
Books and cellections 3,578,747 192,113 - 3,680,860
Vehicles 64,319 - - 64,319
Total accumulated depreciation 4644735 § 118031 § - 4,762,766
Total capital assets being depreciated, net 419,980 431,397
Governmental activity capital assets, net $ 419980 $ 431,397

Additional information on the Library’s capilal assets can be found in note [11.A.4. of the Basic Financial
Statements.

Long-term Debt. As of June 30, 2022, Appalachian Regional Library had no debt outstanding.



Management’s Discussion and Analysis
Appalachian Regional Library
June 30, 2022

Economic Factors

The foilowing key cconomic indicators reflect the growth and prosperity of the Library:
s Economic support from the State and counties continues to allow the Library to provide an
adequate level of high quality services to the comnunities served.

Requests for Information

This report is designed to provide an overview of the Library’s finances for those with an interest in this
area. Questions concerning any of the information found in this report or requests for additional
information should be directed to the Finance Officer, Appalachian Regional Library, West Jefferson, NC,
28694, telephone {336} 846-2041.
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Exhibit 1
Appalachian Regional Library
Statement of Net Position

June 30, 2022
Primary Government
Governmental
Activities Total
ASSETS
Current asseis:
Cash and cash eguivalents
Unrestricted 3 1,087,489 % 1,087,489
Restricted-Libraries 30,490 30,490
Accounts receivable (net) 44,188 44,188
Prepaid cxpenses 1,017 1,017
Total current assets 1,163,184 1,163,184
Noncurrent assets:
Capital assets (Note ITLA.4):
Land, non-depreciable improvements, and
construction in progress - -
Other capital assets, net of depreciation 431,397 431,397
Total noncurrent assets 431,397 431,397
Total asscts 1,594,581 1,594,581
DEFERRED OUTFLOWS OF RESOURCES
Pension deferrals 460,278 460,278
Total deferred cutflows of resources 460,278 460,278
LYABILITIES
Current liabilities:
Accounis payable and accrued liabilities 47,489 47,489
Long-term liabilities:
Net pension liability 263,165 263,165
Due within one year 15,668 15,668
Due in more than one year 107,200 107,200
Total liabititics 433,522 433,522
DEFERRED INFLOWS OF RESQURCES
Pension deferrals 375,084 375,984
Total deferred inflows of resources 375,984 375,984
NET POSITION
Nel investment in capital asscts 431,397 431,397
Restricted for:
Stabilization by State Statute 44,188 44,188
Libraries 30,490 30,490
Unrestricted 739,278 739,278
Total net position £ 1,245353 % 1,245,353

The notes to the financial statements are an integral part of this statement.
il
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Exhibit 3
Appalachian Regional Library
Balance Sheet
Governmental Funds

June 30, 2022
Total
Governmental
General Fund Funds
ASSETS
Cash and cash equivalents:
Unrestricted $ 1087489 § 1,087,489
Restricted-Libraries 30,450 30,490
Receivables, net:
Federal - -
Other 44,188 44,188
Prepaid expenses 1,017 1,017
Total assets 3 1,163,186 § 1,163,184
LIABILITIES
Liabilities:
Accounts payable and accrued
liabilities $ 47,489 $ 47,48%
Total liabilities 47,489 47,48%
FUND BALANCES
Fund balances:
Restricted
Stabilization by State Statute 44,188 44,188
Ashe libraries 19,755 19,755
Watauga libraries 7,766 1,766
Wilkes libraries 2,969 2,969
Assigned
Subsequent yeat's expenditures 201,193 201,193
Unassigned 839,824 839,824
Total fund balances 1,115,695 1,115,695
Total liabilities and fund balances b 1,163,184
Amounts reported for governmental activities in the statement of net position {Exhibit 1) are
different because:
Capital assets used in governmental activities are not financial resources and therefore are
not reported in the funds. 431,397
Net pension liability {263,165)
Contributions to the pension plan in the current fiscal year are deferred outfiows of
resources on the Statement of Net Position 460,278
Pension related deferrals (375,984)
Some liabilities, including compensated absenses, are not due and payable in the current
peried and therefore are not reported in the funds (Note 111.B.3.a). {122,868)
Net position of governmental activities 3 1,245,353

The notes to the financial statements are an integral part of this statement.
13



Appalachian Regional Library

Statement of Revenues, Expenditures, and Changes in Fund Balances

REVENUES
Unrestricted intergovernmental
Restricted intergovernmental
Investment eamings
Miscellancous

Total revenues

EXPENDITURES
Current:
Cultural and reereation
Capital outlay
Total expenditures
Excess (deficiency) of revenues
over expenditures

OTHER FINANCING SOURCES (USLS)
Sales of capital assets

Appropriated Fund Balance

Local matching funds

Total other financing sources (usecs)
Net change in fund balance

Fund balances, beginning

Fund balances, ending

Governmental Funds
June 30, 2022

Exhibit 4

Major Funds

Total
Governmentai
General Fund Funds
5 1,918,468 3 1,918,468
442 567 442,567
2,163 2,163
309,072 309,072
2672270 2,672,270
2,621,559 2,621,559
44,749 44 749
2,666,308 2,606,308
5,962 5,962
5,962 5,962
1,109,733 1,109,733
$ 1,115,695 8§ 1,115,695

The notes to the financial statemenis arc an integral part of this statement.

14




Appalachian Regional Library

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
June 30, 2022

Amounts reported for governmental activitics in the statement of activities are
different because:

Net changes in fund balances - total gevernmental funds $

Governmental funds report capital cutlays as expenditures.
However, in the Statement of Activities the cost of those
assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount by
which depreciation exceeded capital outlays in the current
peried.

Current year changes in pension deferrals

Revenues in the statement of activities that de not provide

current financial resources are not reported as revenues in the
funds,

The issuance of long-term debt provides current financial
reseurces to governmental funds, while the repayment of the
principal of long-term debt consumes the current financial
resources of governmental funds. Neither transaction has any
effect on net assets. Also, governmental funds report the
effect of issuance costs, premiums, discounts and similar
items when debt is first issucd, whereas these amounts ave
deferred and amortized in the statement of activities. This
amount is the net effect of these differences in the treatment
of long-term debt and related items.

Some expenses reperted in the statement of activities de not
require the use of current financial resources and, therefore,
are not reported as expenditures in governmental funds,
Compensated absences
Pension expense

Total changes in net position of governmental activities 3

The notes to the financial statements are an integral part of this statement.
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5,962

11,417

157,754

445

(137,624)

37,054



Appalachian Regional Library
Statement of Revenues, Expendifures, and
Changes in Fund Balances - Budget and Actual
General Fund
EFor the Fiseal Year Ended June 30, 2022

Exhibit 6

Revenues:
Unresiricted intergovernmentat:
City governmment
County povernment
Total

Restricted intergovermmental:
Federal prant
State grant
Total

Investment earnings

Miscellaneous:
Gifts and donations
Other grants
Fines and fees
E-rate discount revenue
Miscellaneous revenuc
Total

Total revenues

Expenditures:
Culture and recreation:

Salaries

Retirement, social security

and other employee benefits
Total

Library materials:
Books and audiovisuals
Periodicals and literacy
materials
Toial

{Other costs:

Variance with
Final Budget

Teleconumunications and postage

Prinling

Softwarc

Utilities

Travel

Maintenance and repairs:
Equipment/buiiding
Vehicles

Advertising and recruiting
Auto supplies

Supplies

Positive
Original Final Actual {Negative)
b 5,000 $ 6,483 ) 6,483 3 -
1,911,985 1,911,985 1,911,985 -
1,916,985 1,918,408 1,918,468 -
73,156 88,156 73,118
378,293 369,449 365,449
451,449 457,605 442,567 (15,038)
- . 2,163 2,163
163,677 170,512 170,52%
3,000 37,385 37,905
35,000 40,199 53,357
36,595 45280 45,280
. 2,000 2,000
178,272 295,376 309,072 13.696
2,546,706 2,671,449 2,672,270 821
1,552,719
509,308
2,109,082 2,130,360 2,062,027 68,333
144,307
8.173
158,219 185,121 152,480 32,641
63,766
277
16,636
30,379
9,500
14,174
540
933
3,124
85,678

The notes to the financial statements are an integral part of this statement.
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Appalachian Regional Library
Statement of Revenucs, Expenditures, and
Clianges in Fund Balances - Budget and Actual

Generat Fund

For the Fiseal Year Ended June 30, 2022

Exhibit 6

Contract and professional services
Conlerences and workshops
Dues and subscriplions
Insurance and bonds
RRent
[nter-library ioan fees
Miscellaneous expenses
Total

Total cultural and recreational

Capital Qutlay:
Equipment
Total

Total expenditures
Revenues over (under) expenditures

Other financing sources {uses):
Sale of asseis
Locai matching funds
Appropriated fund balance
Contingency
Total

Revenues and other financing sources
over expenditures and other
iinancing uses

Fund balance, beginning
Fund balance, ending

Variance with

Final Budget

Posilive
Original Final Actual {Negative)

71,732

6,884

17,966

11,234

8,400

659

4,876
380,047 542,221 407,052 135,169
2,647 348 2,857,702 2,621,539 236,143
39.210 45,191 44,749 442
39,210 45,191 44,749 442
2,686,558 2,902,893 2,666,308 236,585
{139,852) (231,444) 5,962 237,406
144,438 231 444 - (231,444)

{4,586) - - -

139,852 231,444 - {231,444)
b - - 5,962 3 35,962

1,109,733

$ L115,695

The notes to the financial statements are an integral part of this statement.
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Appalachian Regional Library, North Carolina
Notes to Financial Statements
For the Fiscal Year Ended June 30, 2022

I. Summary of Significant Accounting Policies
The accounting policies of the Appalachian Regional Library conform to generally accepled accounting
principles as applicable to governments. The following is a swmmary of the more significant accounting

policies:

A. Reporting Entify

The Appalachian Regional Library was created for the purpose of operating as a Regional Library in Ashe,
Watauga and Wilkes Counties, North Carolina; it was created pursuant to North Carolina General Statutes 153
A-270. The twelve-member board of directors of the Library is appointed by the Commissioners of Ashe,
Watauga and Wilkes Counties, with four (4) from each county. The Library has the power to approve its own
budget, and it maintains its own accounting system. The Counties are not financially accountable for the
Library. Therefore, the Library is reported as a joint venture in the notes to the financial statcments of the

Counties.

B. Basis of Presentation

Governmment-wide Statements: The statement of net position and the statement of activitics display
information about the primary government and its component units. These statements include the financial
activities of the overall government. Eliminations have been made to minimize the double counting of
internal activities. These statements distinguish between the governmental and business-type activities of
the Library. Governmental aclivities generally are financed through taxes, intergovernmenta) revenues, and
other non-exchange transactions. Business-type activities are financed in whole or in pait by fees charged

to external parties. The Library had no business-type activities or component units in the current year.

The statement of activities presents a comparison between direct expenses and program revenues for the
different business-type activities of the Library and for cach function of the Library’s governmental
activities, Direct expenses are those that are specifically associated with a program or function and,
therefore, are clearly identifiable to a particular function. Indirect expense allocations that have been made
in the funds have been reversed for the statement of activities. Program revenues include {a) fees and

charges paid by the recipicnts of goods or services offered by the programs and (b} grants and contributions



that are restricted to meeting the operational or capital requirements of a particular progiam. Revenues that

are not classified as program revenucs are presented as general revenues.

Fund Financial Statements; The fund financial statements provide information about the Library’s funds.
Separate statements for each fund category — govermmental and proprietary - ave presented. The emphasis
of fund financial statements is on major governmental and enterprise funds, each displayed in a separate

column. All remaining governmental and enterprise funds arc aggregated and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values. Nonoperating revenues, such as subsidies and investment

earnings, result from nonexchange transactions or ancillary activities.

The Library reports the following major governmental funds:

General Fund. The General Fund is the general operating fund of the Library. The General Fund accounts
for all financial resources except those that are required o be accounted for in another fund. The primary
revenue sources are federal and State grants and contributions from the Counties served by the Library.

The primary expenditures are for cultural and recreational purposes.
The Library presently has no enterprise funds.

C. Measurement Focus and Basis of Accounting
In accordance with North Carolina General Statutes, ali funds of the Library are maintamed dwring the year

using the modified acerual basis of accounting.

Government-wide Proprietary Fund Financial Statements. The government-wide propretary fund
financial statements are reported using the economic resources measurement focus. The government-wide
and proprietary fund financial statements are reported using the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the time liabilities ave incurred, regardiess of when the
related cash flows take place. Non-exchange transactions, in which the Library gives (or receives) value

without directly receiving (or giving) equal value in exchange, include grants and donations.



Revenue from grants and donations is recognized in the fiscal year in which all eligibility requirements

have been satisficd,

Governmental Fund Financial Statements. Governmental funds are reported using the current financial
resources measurement focus and the medified accrual basis of accounting, Under this method, revenues
are recognized when mieasurable and available. Expenditures are recorded when the related fund liability is
incurred, except for principal and interest on general long-term debt, claims and judgments, and
compensated absences, which are recognized as expenditures to the extent they have matured. General
capital asset acquisitions arc reported as expenditures in governmental funds, Procceds of general long-

term debt and acquisitions under capital leases are reported as other financing sources.
The Library considers all revenues available if they are collected within 90 days after ycar-end.

Grant revenues which arc uncarned at year-end are recorded as unearned revenues. Under the terims of
grant agreements, the Library funds cerfain programs by a combination of specific cost-reimbursement
grants, categorical block grants, and general revenues, Thus, when program expenscs are incurred, there
are both restricted and unrestricted net position available to finance the program. It is the Library’s policy
to first apply cost-reimbursement grant resources to such programs, followed by categorical block grants,

and then by general revenucs.

D. Budgetary Data

The Library’s budgets are adopted as required by the North Carolina General Statutes. An annual budget is
adopted for the General Fund. All annual appropriations lapse at the fiscal-year end. Expenditures may not
legaily exceed appropriations at the functional ievel for all annvally budgeted funds. Amendments arc
required for any revisions that alter total expenditures of any fund or that change functional appropriations
by more than $2,500. All amendments must be approved by the governing board. During the year, several
immaterial amendments to the original budget were necessary. The budget ordinance must be adopted by
July 1 of the fiscal year or the governing board must adopt an interim budget that covers that time until the

annual ordinance can be adopted.
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E. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Fund Equity

1. Deposits and Investments

All deposits of the Library are made in board-designated official depositories and are secured as required
by State law [G.S. 159-31]. The Library may designate, as an official depository, any bank or savings
association whose principal office is located in North Carolina. Also, the Library may establish time
deposit accounts such as NOW and SuperNOW accounts, money market accounts, and certificates of

deposit.

State law [G.S. 159-30(¢)| authorizes the Library to invest in obligations of the United States or obligations
fully guaranteed both as to principal and interest by the United States; obligations of the State of North
Carolina; bonds and notes of any North Carolina local government or public authority; obligations of
certain non-guaranteed federal agencies; certain high quality issucs of cominercial paper and bankers'
acceptances; the North Carolina Capital Management Trust (NCCMT). The Library’s investments are

generally reported at fair value.

2. Cash and Cash Equivalents
The Library pools money from several funds to facilitate disbursement and investiment and to maximize
investiment income. All cash and investments with original maturities of three months or less are

considered cash and cash equivalents.

3. Restricted Assets
The Library reports restricted cash for coniributions made to the Library for a specificd purpose that

remains unspent. At June 30, 2022 those amounts are as follows:

Ashe § 9,116

Watauga 3,914

Wilkes 13,427

Total restricted cash § 26,457

4. Capital Assets

Capital assets are defined by the government as assets with an initial, individual cost of more than a certain
cost and an estimated useful life in excess of two years. Minimum capitalization costs are $2,500 for all
capital assets. Purchased or constructed capital assets are reported at cost or estimated historical cost.

Donated capital assets received prior to June 15, 2015 are recorded at their cstimated fair value at the date
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of donation. Donated capital assets received after June 15, 2015 are recorded at acquisition value. All

other purchased or constructed capital assets are reported at cost or estimated historical cost.

Capital assets are depreciated using the straight-line method over the following estimated useful lives:

Estimated
Asset Class Useful Lives
Vehicles 5
Furniture and Equipment 106
Books and Collections 7
Computer Equipment 5

5. Collections and Books

Values of individual books and library materials purchased by the Library typicaily fall well below the
capitalization limit established by the Library however, the collections of books and library materials have
an aggregate value that is material to the financial statements. Additionally, these materials have a useful
life greater than one year. As such, the Library capitalizes and depreciates collections and books using a

composite depreciation model.

6. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, Deferred Outflows of Resources,
represents a consumption of net position that applies to a future period and so will not be recognized as an
expense or expenditure until then. The Library has one item that meet this criterion, contributions made to
the pension plan in the 2022 fiscal year. In addition to liabilities, the statement of financial position will
sometimes report a separate section for deferred inflows of resources. This separate financial statement
element, Deferred Inflows of Resources, represents an acquisition of net position that applies to a future
period and so will not be recognized as revenue until then. The Library has one item that meets the criterion

for this category, deferrals of pension expense.

7. Long-Term Obligation
In the government-wide financial statements long-term debt and other long-term obligations are reported as

liabilities in the applicable governmental fund type statements of net position.
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8. Compensated Absences

The vacation policy of the Library provides for the accumulation of up to thirty (30) days carned vacation
leave with such leave being fully vested when carned. For the Library’s government-wide funds, an
expense and a liability for compensated absences and the salary-related payments are recorded as the leave
is carned. The Library has assumed a first-in, first-out method of using accuimulated compensated time.
The portion of that time that is estimated to be used in the next fiscal ycar has been designated as a cuirent

iiability in the government-wide financial statements.

The Library’s sick leave policy provides for an unlimited accumulation of carned sick leave. Sick leave
does not vest, but any unused sick leave accumulated at the time of retirement may be used in the
determination of length of service for retirement benefit purposes. Since the Library does not have any

obligation for the accumulated sick leave until it 1s actually taken, no accrual for sick leave has been made.

9. Net Position / Fund Balances

Net position in the government-wide and proprietary fund financial statements is classified as net
investment in capital assets; restricted; and unrestricted. Restricted net position represents constraints on
resources that are either externally imposed by creditors, grantors, contributors, or the laws ot regulations

of other governments, or imposed by law through state statute.

In the governmental fund financial statements, fund balance is composed of five classifications designed to

disclose the hierarchy of constraints placed on how fund balance can be spent.
The governmental fund types classify fund balances as follows:

Nonspendable Fund Balance - This classification includes amounts that cannot be spent because
they are either (a} not in spendable form or (b) legally or contractually required to be maintained

infact. As of June 30, 2022, there were no funds in the nonspendable fund balance.

Restricted Fund Balance — This classification includes the amounts that ave resiricted to specific

purposes externally imposed by creditors or imposed by law.

Restricted for Stabilization by State statute — portion of fund balance that is restricted by State
Statute [G.S. 159-8(a)].
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Restricted for Libraries — portion of fund balance that is restricted by revenue sources for use in

speeific library facilities.

Committed Fund Balance — portion of fund balance that can only be used for specific purposes
imposed by majority vote by quorum of Appalachian Regional Library’s governing body (highest
level of decision-making authority). Any changes or removal of specific purpose requires majority
action by the governing body. As of June 30, 2022, there were no funds in the committed fund
balance. The governing body can, by adoption of an ordinance prior to the end of the fiscal year,
commit fund balance. Once adopted, the limitation imposed by the ordinance remains in place until a

similar action is taken (the adoption of ancther ordinance) to remove or revise the limitation.

Assigned fund balanee - portion of fund balance that Appalachian Regional Library intcnds io use

for a specific purpose.

Subsequent year’s expendifures — portion of fund balance that is appropriated in the next year’s
budget that is not aiready classified in restricted or committed. The governing body approves the

appropriation.

Unassigned fund balance - the portion of fund balance that has not been restricted, committed, or

assigned to specific purposes or other funds.

10. Defined Benefit Cost-Sharing Plan

For purpeses of measuring the net pension asset, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the
Local Governmental Employces’ Retirement System (LGERS) and additions to/deductions from LGERS’
fiduciary net position have been determined on the same basis as they are reported by LGERS. For this
purpose, plan member contribuiions are recognized in the period in which the contributions are due, The
Library’s employer coniributions are recognized when due and the Library has a legal requirement to
provide the contributions. Benefits and refunds are recognized when due and payable in accordance with

the terms of LGERS, Investments are reported at fair value.
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II. Stewardship, Compliance and Accountability

Qur audit for the fiscal year ended June 30, 2022 disclosed no Material Violations of Finance-Related

Legal and Contractual Provisions.

11}, Detail Notes on All Funds
A. Assets

1. Deposits

All the deposits of the Library are either insured or collateralized by using one of two methods. Under the
Dedicated Method, all deposits that excced the federal depository insurance coverage level are
collateralized with securities held by the Library's agents in the unit's name. Under the Pocling Method,
which is a collateral pool, all uninsured deposits are collateralized with securities held by the State
Treasurer's agent in the name of the State Treasurer. Since the State Treasurer is acting in a fiduciary
capacity for the Library, these deposits are considered to be held by the Library’s agents in their names.
The amount of the pledged collateral is based on an approved averaging method for non-interest bearing
deposits and the actual current balance for interest-bearing deposits. Depositories using the Pooling
Method report to the State Treasurer the adequacy of their pooled coliateral covering uninsured deposits.
The State Treasurer does not confirm this information with the Library or with the escrow agent. Because
of the inability to measure the exact amount of collateral ptedged for the Library under the Pocling Method,
the potential exists for under-collateralization, and this risk mmay increase in periods of high cash flows.
However, the State Treasurer of North Carolina enforces strict standards of financial stability for each
depository that collateralizes public deposits under the Pooling Method. The Library has no policy

regarding costodial credit risk for deposifs.
At June 30, 2022, the Library’s deposits had a carrying amount of $1,117,979 and a bank balance of

$1,153,037. As of June 30, 2022, $500,000 of the bank balance was covered by federal depository

insurance, however the remainder was covered by collateral held under the pooling method.
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3. Receivables — Allowance for Doubtful Accounts
As the Library fully cxpects to collect all accounts receivable, no aliowance has been imade for them. The

amounts shown on the Balance Sheet and the Statement of Net Position are shown at their full carrying

value.

4. Capital Assets

Primary Government

Capital asset activity for the Library for the year ended June 30, 2022, was as follows:

Beginning Ending
Balances Increases  Decreases  Balances
Governmental activities
Capital assets not being depreciated:
Land $ - $ - $ - $ -
Total capital assets not being depreciated - - - -
Captial assets being depreciated:
Furniture and equipment 763,485 3,868 - 767,353
Computer equipment and software 282,035 24,932 - 306,967
Books and collections 3,954,876 100,648 - 4,055,524
Vehicles 64,319 - - 64,319
Total capital assets being depreciaied 5,064,715 129,448 - 5,194,163
Less accumulated depreciation for:
Furniture and equiptment 719,634 13,425 - 733,059
Computer equipment and software 282,035 2,493 - 284,528
Books and collections 3,578,747 102,113 - 3,680,860
Vehicles 64,319 - - 64,319
Total accumnulated depreciation 4,644,735 § 118031 § - 4,762,766
Total capital assets being depreciated, net 419,980 431,397
Governmental activity capital assets, net § 419980 § 431,397

Depreciation expense was charged to functions/programs of the primary government as follows:

Cultural and recreational $ 118,03)
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B. Liabilities

I. Pension Plan Obligation

a. Local Government Employees’ Retirement System

Plan Description. Appalachian Regional Library is a participating employer in the statewide Local
Governmental Employees’ Retrement System (LGERS), a cost-sharing multiple-empioyer defined benefit
pension plan administered by the State of North Carolina. LGERS membership is comprised of general
employees and local law enforcement officers (LEOs) of participating local governmendal entities.  Article
3 of G.8. Chapter 128 assigns the authority to establish and amend benefit provisions to the Nerth Carolina
General Assembly. Management of the plan is vested in the LGERS Board of Trustees, which consists of
13 members -- nine appointed by the Governor, one appointed by the State Senate, one appointed by the
Statc House of Representatives, and the State Treasurer and State Superintendent, who serve as ex-officio
members. The Local Governmental Bmployees’ Retirement System is included in the Annuai
Comprehensive Financial Report for the State of North Carolina.  The Staic’s Annual Comprehensive
Financial Report includes financial statements and required supplementary information for LGERS. That
report may be obtained by writing to the Office of the State Controller, 1410 Mail Service Center, Raleigh,
North Carolina 27699-1410, or by calling {919) 981-5454, or at www.osc.ne.gov.

Benefits Provided. LGERS provides retirement and survivor benefits. Retirement benefits are determined
as 1.85% of the member’s average final compensation times the member’s years of creditable service. A
member’s average final compensation is calculated as the average of a member’s four highest consceutive
years of compensation. Plan members are eligible to retire with full retirement benefits at age 65 with five
years of creditable service, at age 60 with 25 years of creditable service, or at any age with 30 years of
creditable service. Plan members are cligible fo retire with partial retirement benefits at age 50 with 20
years of creditable service or at age 66 with five years of creditable service (age 55 for firefighters),
Survivor benefits are availlable to eligible bencficiaries of members who die while in active service or
within 180 days of their last day of service and who have cither completed 20 years of creditable service
regardless of age (15 years of creditabie service for firefighters and rescue squad members who are killed in
the line of duty) or have completed five years of service and have reached age 69. Eligible beneficiaries
may clect 1o receive a monthly Survivor’s Alternate Benefit for life or a return of the member’s
contributions, The plan docs not provide for automatic post-retirement benefit increases. Increases are

contingent upon actuarial gains of the plan.

27



LGERS plan members who are 1.EOs are eligible to retire with full retivement benefits at age 55 with five
years of creditable service as an officer, or at any age with 30 years of creditable service. LEO plan
members are eligible to retire with partial retirement benefits at age 50 with 15 years of creditabie service
as an officer. Survivor benefits are available to eligible beneficiaries of LIXO members who die while in
active service or within 180 days of their last day of service and who also have either completed 20 years of
creditable service regardless of age, or have completed 15 years of service as a LEQ and have reached age
50, or have completed five years of creditable service as a LEO and have reached age 55, or have
completed 15 years of creditable service as a LEO if killed in the line of duty. Eligible beneficiaries may

elect to receive a monthly Survivor's Alternate Benefit for life or a return of the member’s coniributions.
¥

Contributions, Contribution provisions are established by General Statute 128-30 and may be amended
only by the North Carolina General Assembly. Library employees are required to contribute 6% of their
compensation. Emplioyer contributions are actuarially determined and set annually by the LGERS Board of
Trustees. The Library’s contractually required contribution rate for the year ended June 30, 2022, was
11.35% of compensation for general employees, actuarially determined as an amount that, when combined
with employee contributions, is cxpected to finance the costs of benefits earned by employees during the

year. Contributions to the pension plan from the Library were $157,755 for the year ended June 30, 2022.

Refimds of Contributions — Library cmployees who have terminated service as a contributing member of
LGERS, may file an application for a refund of their contributions. By state law, refunds to members with
at least five years of service include 4% interest. State law requires a 60 day waiting period after service
termination before the refund may be paid. The acceptance of a refund payment cancels the individual’s

right to employer contributions or any other benefif provided by LGERS.

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

At June 30, 2022, the Library reported a liability of $263,165 for its proportionate share of the net pension
liability. The net pension liability was measured as of june 30, 2021, The total pension liability used to
calculate the net pension liability was determined by an actvarial valvation as of December 31, 2020. The
total pension liability was then rolled forward to the measurement date of June 30, 2621 utilizing update
procedures incorporating the actuarial assumptions. The Library’s proportion of the net pension liability
was based on a projection of the Library’s long-term share of future payrol] covered by the pension plan,

relative to the projected future payroll covered by the pension plan of all participating LGERS employers,
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actuarially determined. At June 30, 2021 (measurement date), the Library’s proportion was 0.01716%,

which was an increase of 9.00085% from its proportion measured as of June 30, 2020,

For the year ended June 30, 2022, the Library recognized pension expense of $137,624. At June 30, 2022,

the Library reported deferred outflows of resources and deferred inflows of resources related to pensions

from the following sources:

Deferred Quiflows
of Resources

Deferred Inflows
of Resources

Differences between expected and actual experience % 83,722 % -

Chanpes of assumptions 165,335 -

Net difference between projected and actual earnings on pension

plan investments - 375,984

Changes in proportion and differences between employer

contributions and proportionate share of contributions 53,466 -

Employer contributions subsequent to the measurement date 157,755 -
Total 3 460,278 % 375,984

$157,755 reported as deferred outflows of resources related to pensions resulting from Library

contributions subsequent to the measurement date will be recognized as a decrease of the net pension

liability in the year ended June 30, 2023. Other amounts reported as deferred inflows of resources related to

pensions will be recognized in pension expense as follows:

Year ended June 30:

2023 $ 47,272
2024 13,748
2025 (19,427)
2026 (115,054}
Thereafter -
3 (73,461)

Actuarial Assumptions. The total pension liability in the December 31, 2020 actuarial valuation was

determined using the following actuarial asswmptions, applied to all periods included in the measurement:

Inflation 3.0 Percent

Salary increases 3.50 to 8.10 percent, including inflation and

productivity factor

Investiment rate of return 7.00 percent, net of pension plan investment

expense, including inflation
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The plan currently uses mortality tables that vary by age, gender, employce group {ie. general, law
enforcement officer) and health status (i.e. disabled and healthy). The current mortality rates are based on
published tables and based on studies that cover significant portions of the U.S. population. The healthy

moriality rates aiso contain a provision to reflect future mortality improvements.

The actuarial assumptions used in the December 31, 2020 valuation were based on the results of an

actuarial experience study for the period Januvary 1, 2010 through December 31, 2014,

Future ad hoc COLA amounts are not considered to be substantively automatic and are thercfore notl

included in the measurement.

The projected long-term investment returns and inflation assumptions are developed through review of
current and historical capital markets data, sell-side investment rescarch, consultant whitepapers, and
historical performance of investment strategies. Fixed income return projections reflect current yields
acrogs the U.S. Treasury yield curve and market expectations of forward yields projected and interpolated
for muliiple teners and over multiple year horizons. Global public equity return projections are established
through analysis of the equity risk premium and the fixed income return projections. Other asset categories
and strategies’ return prejections reflect the foregoing and historical data analysis. These projections are
combined to produce the long-icrm expected rate of return by weighting the expected future real rates of
return by the target asset allocation percentage and by adding expected inflation. The target allocation and
best estimates of arithmetic real rates of return for each major asset class as of June 30, 2021 are

sumimarized in the following table:

Long-Term Expected

Asset Class Target Aflocation  Real Rate of Return
Fixed lncome 29.0% 1.4%
Global Equity 42.0% 5.3%
Real Estate 8.0% 4.3%
Alternatives 8.0% 8.9%
Credit 7.0% 6.0%
Inflation Protection 6.0% 4.0%
100.0%

The information above is based on 30 vear expectations deveioped with the consilting actuary for the 2020
asset, lizbility and invesiment policy study for the North Carelina Retirement Systems, including LGERS.

The long-term nominal rates of refurn underlying the real rates of return are arithmetic annualized figures.
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The real rates of return are calculated from nominal rates by multiplicatively subtracting a long-term

inflation assumption of 3.00%. All rates of return and inflation are annualized.

Discount rate. The discount rate used to measure the total pension liability was 6.50%. The projection of
cash flows used to determine the discount rate assumed that contributions from plan members will be made
at the current contribution rate and that contributions from employers will be made at statutorily required
rates, actuarially determined. Based on these assumptions, the pension plan’s fiduciary net position was
projected to be available fo make all projected future benefit payments of the current plan members.
Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of

projected benefit payments {o determine the total pension liability.

Sensitivity of the Library's proportionate share of the net pension asset to changes in the discount rate. The
following presents the Library’s proportionate share of the net pension asset calculated using the discount
rate of 6,50 percent, as well as what the Library’s proportionate share of the net pension asset or net
pension liability would be if it were calculated using a discount rate that is one percentage point lower (5.50

percent) or one percentage peint higher {7.50 percent} than the current rate:

1% Decrease Current Discount 1% Increase
{5.50%) Rate (6.50%) {7.50%)
Library's proportionate share of the net
pension liability (asset) 1,021,585 263,165 (360,970}

Pension plan fiduciary nef position. Detailed information about the pension plan’s fiduciary net position is

available in the separately issued Annual Comprehensive Financial Report for the State of North Carelina.

b. Other Post-Employment Benefits

The Library also provides the Supplemental Retirement Income Plan of North Carelina (State 401K Plan)
to cligible employees. All employees who are members of the regular State retirement system are eligible
to participate in the supplemental plan. Participation is voluntary on the part of the employee. For the year
ended June 30, 2022, there were 13 employees covered by the plan, and they made contributions of

$50,052 during the year. The plan permits employees to defer a portion of their salaries to future years.
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2. Risk Management

The Library is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
ervors and omissions; injuries to employees; and natural disasters. The Library carries commercial
insurance coverage for such risks of loss. Through this coverage, the Library obtains general liability and
auto liability coverage of $1 million per occuirence, property coverage up to the total insurance values of
the property policy, workers’ compensation coverage up to statutory limits, and employee health coverage
up to a $1 million lifetime limit. There have been no significant reductions in insurance coverage in the

prior year, and settled claims have not exceeded coverage in any of the past three fiscal years.

The Library does not carry flood insurance on any of the properties it operates.

In accordance with G.S. 159-29, the Library’s employees that have access to $100 or more at any given
time of the Library’s funds are performance bonded through a commercial surety bond. The finance officer
is bonded for $50,000. The remaining employees that have access to funds are bonded under a blanket
bond for $25,000.

3. Long-term Obligation
4. Changes in Long-Term Liabilities
Compensated absences for governmental activities have typically been liquidated in the General Fund.

Beginning Ending  Current Portion
6/30/2021  Increases  Decreases  6/30/2022 of balance

Compensated absences $ 123,313 % 5,888 % 6,333 $ 122,868 §$ 15,668
Net pension liability (LGERS) 582,826 - 319,661 263,165 -
$ 706,139 $ 5,888 % 325,994 $ 386,033 % 15,668

32



C. Fund Balance

The following schedule provides management and citizens with information on the portion of General
fund balance that is available for appropriation:

Total fund balance - General Fund $ 1,115,695

Less:

Stablization by State Statute 44 188
Ashe libraries 19,755
Watauga libraries 7,766
Witkes libraries 2,969
Subsequent vear's expenditures 201,193
Remaining fund balance 839,824

1V. Summary Disclosure of Significant Contingencies

Federal and State Assisted Programs _

The Library has received proceeds from several federal and state grants. Periodic audits of these grants are
required and certain costs may be questioned as not being appropriate expenditures under the grant
agreements. Such audits could result in the refund of grant monies to the grantor agencies. Management
believes that any required refunds will be immaterial. No provision has been made in the accompanying

financial statements for the refund of grant monies.
VY. Significant Effects of Subsequent Events

Management has evaluated subsequent events through August 5, 2022— the date the financial statements

were available to be issued.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDTING STANDARDY

Tao the Board of Trustees

Appalachian Regional Library
West Jefferson, Horth Coarolina

We have sudited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Govermment Auditing Standards issued by the Comptroller General of
the United States, the financial statements of the governmental activities and each major fund of Appalachian Regional
Library, as of and for the year ended June 30, 2022, and the related notes to the financial statements, which collectively

comprise Appalachian Regional Library's basic financial statements, and have issued our report thereon dated August 5,
2022,

Tnternal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Appalachian Regional Library's internal
cantrel over financial reporting (internal control) to determine the sudit procedures that are appropriate in the ciroumstances
for the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinfon on the
effisctiveness of Appalachian Regional Library's internal control. Accordingly, we do nol express an opinion on the
effectivencss of Appalachian Regional Libsary's internal control.

A deficiency in intermal controd 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
muaterial weakmess is a deficiency, or a combination of deficiencics, in internal control, such that there is a reasonable
possibility that a material misstaternent of the entity"s financin] statements will not be prevented, or detected and corrected on
a timely basis. A sigmificant deficiency 15 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.

Cr 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 materinl weaknesses or significant deficiencies, Given
these Jimitations, during our sudit we did nof identify any deficiencies in intemal control that we consider to be material
weaknesses, However, malerial weakneses may exist that have not been identified.

Complisnce and Oiher Matters

As part of obtaining reasonable assurance about whether Appalachian Regional Library's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant

Member: American Imstilmle of CPAs N, Assscialion of CFAS
Oifices located in Boone snd Newlnnd
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agreements, noncompliance with which could have a direct and material cffect on the determination of financial statcment
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
maiters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the resuits of
that testing, and not to provide an opinion on the cffectiveness of the entity’s internal control or on compliance. This report is
an integral part of an audit performed in accordance with Governmment Auditing Standards in considering the entity’s internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

Orwds, Taavair vCavarin e,

COMBS, TENNANT & CARPENTER, P.C.
Certified Public Accountants
Boone, NC

August 5, 2022
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