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Independent Auditor’s Report

Board of Trustees
McCracken County Public Library
Paducah, Kentucky

Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of the McCracken County Public Library, as of and for the year ended June 30, 2022, and the

related notes to the financial statements, which collectively comprise the Library’s basic financial statements as listed in
the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, each major fund, and the aggregate remaining fund information of the McCracken
County Public Library as of June 30, 2022, and the respective changes in financial position for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

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 Library, and to meet out
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 audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America, and for the design, implementation, and

maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free of
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events, considered
in the aggregate, that raise substantial doubt about the Library’s ability to continue as a going concern for twelve months

beyond the financial statement date, including any currently known information that may raise substantial doubt shortly
thereafter.

Auditor’s 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 auditor’s report that includes our opinions. Reasonable
assurance is a high level of assurance but is not absolute 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 statements.
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In performing an audit in accordance with generally accepted auditing standards and Government Auditing Standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

o 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
basis, 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
Library’s internal control. Accordingly, no such opinion is expressed.

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the 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 budgetary comparison information
and the schedules of employer’s proportionate share of net pension and postemployment benefits other than pension,
liability and contributions be presented to supplement the basic financial statements. Such information is the responsibility
of management and, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Management has omitted Management Discussion and Analysis that accounting principles generally accepted in the United
States of America require to be presented to supplement the basic financial statements. Such missing information, although
not a part of the basic financial statements, is required by the Governmental Accounting Standards Board who considers it
to be an essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic or historical context. Our opinion on the basic financial statements is not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 20, 2022, on our
consideration of McCracken County Public Library’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the effectiveness of McCracken County Public Library’s 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 McCracken County Public Library’s internal control over financial reporting and
compliance.

Ul , 100 il & Ly, 205

Paducah, Kentucky
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McCRACKEN COUNTY PUBLIC LIBRARY

STATEMENT OF NET POSITION
JUNE 30, 2022

ASSETS AND RESOURCES

Cash
Accounts receivable (net):
Taxes
Fines
Interest
Other
Investments available-for-sale
Prepaid expenses
Restricted investments
Depreciated capital assets (net):
Building and improvements
Furniture and equipment
Print and non-print collections

Total assets and resources

DEFERRED OUTFLOWS OF RESOURCES

Deferred pension plan outflows

Deferred pension plan contributions

Deferred other postemployment benefits plan outflows

Deferred other postemployment benefits plan contributions

Deferred other postemployment benefits plan contributions - Implicit Subsidy

Total deferred outflows of resources
LIABILITIES
Accounts payable
Accrued payroll and related expenses
Net pension liability
Net other postemployment benefits plan liability

Total liabilities

DEFERRED INFLOWS OF RESOURCES

Unbilled property tax revenue
Deferred pension plan inflows
Deferred other postemployment benefits plan inflows

Total deferred inflows of resources

NET POSITION
Net investment in capital assets
Restricted for collection development

Unrestricted

TOTAL NET POSITION

See notes to financial statements.

4-

Governmental

A nﬁvities
$ 11,625

3,692,668
32,506
22,115

77

5,644,382

127,466

1,416,622
172,008

532,907

11,712,376

161,767
222,397
346,557

60,720

24,121

815,562

82,363
161,280
2,441,925

733,062

3,418,630

3,509,813
599,269

457,989

4,567,071

2,121,537
127,466

2,293,234

$ 4,542,237




McCRACKEN COUNTY PUBLIC LIBRARY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2022

Program Revenues

Net (Expense)
Revenue and
Changes in
Net Position

FUNCTIONS/PROGRAMS Operating
Charges for Grants and Governmental
Governmental Activities: Expenses Services Contributions Activities
General government $3,277,590 $ 18,604 $59,622 $(3,199,3A1)
TOTALS $3,277,590 _p1rAna $59,622 (3,199,364)

General revenue and receipts:

Taxes:
McCracken County tax revenue
Delinquent taxes
Telecommunications tax revenue
In lieu of tax

Miscellaneous:
Investment income
Other

Total general revenue and receipts
Change in net position
Net position, July 1, 2021

NET POSITION, JUNE 30, 2022

See notes to financial statements.
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3,501,444
87,342
13,612
72,238

(204,421)
6,870

3,477,085
277,721
4,264,516

< 4,542,237



McCRACKEN COUNTY PUBLIC LIBRARY
BALANCE SHEET
GOVERNMENTAL FUND
JUNE 30, 2022

ASSETS AND RESOURCES

Cash
Accounts receivable (net):
Taxes
Interest
Other
Investments available-for-sale
Prepaid expenses
Restricted investments

TOTAL ASSETS AND RESOURCES

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES

Liabilities:
Accounts payable
Accrued payroll and related expense

Total liabilities

Deferred Inflows of Resources:
Unbilled property tax revenues

Total deferred inflows of resources

Fund Balances:
Restricted
Assigned
Unassigned

Total fund balances
TOTAL LIABILITIES AND FUND BALANCES
Amounts reported for governmental activities in the statement of net position are different because:
Total fund balances - governmental fund

Capital assets used in governmental activities are not financial resources and, therefore, are not
reported as assets in governmental funds. The cost of the assets is $8,853,580 and the accumulated
depreciation is $6,732,043.

Delinquent taxes receivable are not available for use under the modified accrual basis of accounting
as reported in the governmental funds.

Fines receivable are not available for use under the modified accrual basis of accounting as reported
in the governmental funds.

Deferred pension plan contributions are payments made to the plan after the measurement date
which are reported as expenditures of current financial resources under the modified accrual basis
of accounting as reported in governmental funds.

Net pension liability is not a current financial liability to be paid with current financial resources,
and is, therefore, not reported as a liability in the governmental funds.

Deferred pension plan outflows net of deferred pension plan inflows represent the difference between
projected and actual pension investment income, changes in actuarial assumptions, and experience
rates that are to be amortized over time, and are not a current financial liability to be paid with current
financial resources under the modified accrual basis of accounting as reported in governmentat funds.

TOTAL NET POSITION - GOVERNMENTAL ACTIVITIES

See notes to financial statements.
-6-

Governmental
Fund

§ 71,625

3,546,078
22,115

77
5,644,382

127,466

594173

$ 82,363
161,280
243,643

3,509,813

3,509,813

127,466
1,108,000
4,422,821

5658287
$ 9411,743

$ 5,658,287

2,121,537

146,590

32,506

307,238

(3,174,987)

(548,934)
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McCRACKEN COUNTY PUBLIC LIBRARY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUND
FOR THE YEAR ENDED JUNE 30, 2022

Governmental

Revenues: Fund

Tax revenue $ 3,670,888

Intergovernmental 16,265

Fees and fines 6,892

Donations 43,357

Miscellaneous revenues (106,927)

Total revenues 3,540,475
Expenditures:

Current:

General government 3,166,771
Net change in fund balances 373,704
Fund balances, July 1, 2021 5,284,583
FUND BALANCES, JUNE 30, 2022 $ 5,658,287

Net change in fund balance § 373,704
Governmental funds report capital outlays as expenditures. However, in the

Statement of Activities, the cost of those assets is allocated over their

estimated useful lives as depreciation expense. This is the amount of

capital outlays in the current period. 272,235
Depreciation expense on capital assets is reported in the government-wide

statement of activities and changes in net position, but does not require

the use of current financial resources; therefore, depreciation expense is

not reported as an expenditure in governmental funds. (495,954)
Governmental funds report income related to capital asset disposals based on

cash received. However, in the Statement of Activities, gains and losses

related to the disposal of capital assets are recognized based on the net

book value of the asset at the time of disposal and any cash received. (623)
Governmental funds report revenues when collected or collectible. However,

in the Statement of Activities, the revenues are reported when the service

is provided or the tax has been levied. 15,461
Governmental funds report pension plan expenditures when

paid. However, in the Statement of Activities, the associated

pension costs are reported when due and payable in accordance

with benefit terms. 112,898
CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $ 277,721

See notes to financial statements.



McCRACKEN COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Note 1 - Summary of Significant Accounting Policies:

The McCracken County Library Taxing District, hereafter referred to as the McCracken County Public Library, was
established on June 28, 1999, by Ordinance 99-3 and amended under Ordinance 99-3.1 of the McCracken County
Fiscal Court. The Ordinance provides for a special ad valorem tax district to provide sufficient funding for an
independent county library whose purpose is to provide proper library services for all residents of McCracken

County.

The McCracken County Public Library’s financial statements include the accounts of all library operations. The
accounting policies of the Library conform to generally accepted accounting principles. The following is a summary
of such significant policies.

1A. Reporting Entity

The financial statements of the Library consist only of the funds of the Library. The Library has no oversight
responsibility for any other entity since no other entities are considered to be controlled by or dependent upon the
Library. Control or dependence is determined upon the basis of budget adoption, funding, and appointment of the
respective governing board.

1B. Basis of Presentation

Government-wide Financial Statements

The Statement of Net Position and Statement of Activities display information about the reporting government as a
whole. They detail the governmental activities of the reporting entity. Governmental activities generally are
financed through taxes, intergovernmental revenues, and other non-exchange revenues.

Fund Financial Statements

Fund financial statements of the reporting entity details the activity of the governmental fund. The fund is accounted
for by providing a separate set of self-balancing accounts that constitute its assets, deferred outflows of resources,
liabilities, deferred inflows of resources, fund equity, revenues, and expenditure/expenses. The Library has only one
fund, the General Fund.

The General Fund is the general operating fund of the Library.

1C. Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe “which” transactions are recorded within the various financial
statements. Basis of accounting refers to “when” transactions are recorded regardless of the measurement focus
applied.

Measurement Focus

On the government-wide Statement of Net Position and the Statement of Activities, governmental activities are
presented using the economic resources measurement focus as defined in item b. below.

The fund financial statements are presented using the current financial resources measurement focus as defined in
item a. below.

(Continued)



McCRACKEN COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Note 1 - Summary of Significant Accounting Poli~*~~ “"~~**nued):
1C. Measurement Focus and Basis of Accounting (Continued)
Measurement Focus (Continued)

a. All governmental funds utilize a “current financial resources” measurement focus. Only current financial
assets, deferred outflows of resources, liabilities and deferred inflows of resources are generally included on
their balance sheets. Their operating statements present sources and uses of available spendable financial
resources during a given period. These funds use fund balance as their measure of available spendable
financial resources at the end of the period.

b. The “economic resources” measurement focus accounting objectives are the determination of operating
income, changes in net position (or cost recovery), and financial position. All assets, deferred outflows,
liabilities and deferred inflows of resources (whether current or non-current) associated with their activities are
reported.

Basis of Accounting

In the government-wide Statement of Net Position and Statement of Activities, governmental activities are presented
using the accrual basis of accounting. Under the accrual basis of accounting, revenues are recognized when earned
and expenses are recorded when the liability is incurred or the economic asset is used. Revenues, expenses, gains,
losses, assets, deferred outflows of resources, liabilities and deferred inflows of resources resulting from exchange
and exchange-like transactions are recognized when the exchange takes place.

In the fund financial statements, governmental funds are presented on the modified accrual basis of accounting.
Under this modified accrual basis of accounting, revenues are recognized when “measurable and available”.
Measurable means knowing or being able to reasonably estimate the amount. Available means collectible within the
current period or within sixty days after year end. Expenditures (including capital outlay) are recorded when the
related fund liability is incurred, except for general obligation bond principal and interest which are reported when
due.

1D. Subsequent Events

In preparing these financial statements, management has evaluated events and transactions for potential recognition
or disclosure through September 20, 2022 the date financial statements were available to be issued.

1E. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources, and Equity
Cash and Investments

For the purpose of the Statement of Net Position, “cash” includes all demand and savings accounts and cash on hand
of the Library.

Investments are carried at fair value. Fair value is based on quoted market price. Additional cash and investment
disclosures are presented in Notes 2B, 3A, 3B, and 3C.

(Continued)
-9



McCRACKEN COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Note 1 - Summary of Signific-—“ Accounting Policies (Continued):

1E. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources, and Equity
(Continued)

Receivables
Government-wide Statement

In the government-wide statements, receivables consist of all revenues eammed at year end and not yet received.
Major receivable balances for the governmental activities include property taxes.

Fund Financial Statements

In the fund financial statements, material receivables in governmental funds include revenue accruals such as
property tax. Non-exchange transactions collectible but not available are deferred in the fund financial statements in
accordance with modified accrual, but not deferred in the government-wide financial statements in accordance with
the accrual basis. Interest and investment earnings are recorded when earned only if paid within 60 days since they
would be considered both measurable and available. Allowances for uncollectible accounts receivable are based
upon historical trends and the periodic aging of accounts receivable.

Capital Assets

The accounting treatment over property, plant, and equipment (capital assets) depends on whether the assets are
reported in the government-wide or fund financial statements.

Government-wide Statement

In the government-wide financial statements, capital assets are accounted for as capital assets. All capital assets are
valued at historical cost except for donated capital assets, which are recorded at their estimated fair value at the date
of donation.

The capitalization policy of the Library defines capital assets as property with a cost of $1,000 or more and an
estimated useful life in excess of one year. Depreciation of all exhaustible capital assets is recorded as an allocated
expense in the Statement of Activities, with accumulated depreciation reflected in the Statement of Net Position.
Depreciation is provided over the assets’ estimated useful lives using the straight-line method of depreciation. The
range of estimated useful lives by type of asset is as follows:

Buildings and improvements 5-50 years
Furniture and equipment 5-10 years
Print and non-print collections 3 years

Fund Financial Statements

In the fund financial statements, capital assets used in governmental fund operations are accounted for as capital
outlay expenditures of the governmental fund upon acquisition.

Deferred Outflows and Deferred Inflows

Deferred outflow of resources represents a consumption of net position by the Library that is applicable to a future
reporting period and will not be recognized as an outflow of resources (expenditure/expense) until that time.
Deferred inflow of resources represents an acquisition of net position by the Library that is applicable to a future
reporting period and will not be recognized as an inflow of resources (revenue) until that time.

(Continued)
-10-



McCRACKEN COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

N-~¢~ 1 - Summary of Significant A---—--*--"-p- -7 d):

1E. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources, and Equity
(Continued)

Deferred Qutflows and Deferred Inflows (Continued)

Accordingly, unbilled tax revenue is reported in both the government-wide statement of net position and the
governmental fund balance sheet. The Library also reports deferred inflows and outflows of resources with respect to
their participation in the County Employee Retirement System as discussed further in notes 1H and 4.

Compensated Absences

The Library’s policies regarding vacation time permit employees to accumulate earned but unused vacation and sick
leave. Accumulated vacation leave must be used within twelve months of accrual; however, an employee may carry
over one-half their total accrued vacation time. If carried over vacation time is not used, it will be lost and not be
paid out upon termination of employment. Accumulated sick leave is not paid to the employee upon termination of
employment. Based on these policies, the Library only accrues a liability for accrued vacation time, which is
recorded as a current liability in the government-wide statements and the fund financial statements.

Equity Classifications
Government-wide Statements
Equity is classified as net position and displayed in three components:

a. Net investment in capital assets - Consists of capital assets including restricted capital assets, net of
accumulated depreciation.

b. Restricted - Are those equities that have externally imposed constraints placed on them by creditors, grantors,
contributors, or laws or regulations of other governments.

¢. Unrestricted - All other equity that does not meet the definition of “restricted” or “net investment in capital
assets”.

Fund Financial Statements
Governmental fund equity is classified as fund balance and displayed in five components:

a. Nonspendable fund balance includes amounts that are not in a spendable form or are required to be maintained
intact indefinitely. The Library does not have a nonspendable fund balance at June 30, 2022.

b. Restricted fund balance includes amounts that can be spent only for the specific purposes stipulated by
creditors, grantors, contributors, or laws or regulations of other governments.

c. Committed fund balance includes amounts that can be used only for the specific purposes determined by the
Board of Trustees through approval of resolutions. Commitments may be changed or lifted only by the Board
of Trustees making the same formal action that imposed the constraint originally.

d. Assigned fund balance comprises the amounts intended to be used for a specific purpose. Intent can be
expressed by the Board of Trustees or the Library director. No formal action is required.

e. Unassigned fund balance is the residual balance not contained in “nonspendable fund balance” or “restricted
fund balance” or “committed fund balance” or “assigned fund balance”.

(Continued)
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McCRACKEN COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Note 1 - Summary of Significant A ~~~unting Policies (Continued):

1E. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of Resources, and Equity
(Continued)

Equity Classifications (Continued)

When both restricted and unrestricted fund balances are available for use, it is the Library’s policy to use restricted
fund balance first, then unrestricted fund balance. Furthermore, committed fund balances are reduced first, followed
by assigned amounts, and then unassigned amounts when expenditures are incurred for purposes for which amounts
in any of those unrestricted fund balance classifications can be used.

1F. Revenues, Expenditures, and Expenses

General Fund Revenues

The Library’s primary revenues are property taxes, fees, and intergovernmental payments.

The McCracken County Clerk bills and the Sheriff collects property taxes for the Library. The taxes are remitted to
the Library by the Sheriff’s office. Library property tax revenues are recorded as a receivable when assessed because
the Library has an enforceable legal claim to the resources. At this time, the receivable is offset by deferred inflow of

resources. Property tax revenues are recognized during the period for which they are levied.

The due dates and collection period for all property taxes for the year ended June 30, 2022, are as follows:

Description Date
Assessment and enforceable lien January 1, 2022
Levy October 1, 2022
Face value amount payment dates December 31, 2022
Delinquent date January 1, 2023

The amount of unbilled property taxes, with an assessment date of January 1, 2022, recorded as taxes receivable in
the amount of $3,509,813 for the year ended June 30, 2022, was based on the legally adopted tax rates for the Library
and the equalized assessment of property values as reported on July 26, 2022, by the Office of Property Valuation for
the State of Kentucky.

Expenditures/Expenses

In the government-wide financial statements, expenses are classified by function for governmental activities.

In the fund financial statements, expenditures are all governmental fund expenditures and current.

In the fund financial statements, governmental funds report expenditures of financial resources.

1G. Legal Compliance - Budget

The budget is adopted on the modified accrual basis of accounting and laws of Kentucky as required by the
Department for Local Governments (DLG). The Library is required to submit estimated revenues and proposed
expenditures to DL.G by July 15th of the budget year. The budget is required to be adopted by the Library no later

than June 30™ of the preceding year. Any amendments to the budget must be approved by the governing body (the
Library’s Board) and may not create an unbalanced budget. All budget amendments must be submitted to DLG.

(Continued)
-12-



McCRACKEN COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Note 1 - Summary of Significant Accounting Poli~*~~ ““ontinued):

1H. Pensions and Postemployment Benefits Other Than Pension

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

Note 2 - Stewardship, Compliance, and Accountability:

By its nature as a local government unit, the Library is subject to various federal, state, and local laws and contractual
regulations. An analysis of the Library’s compliance with significant laws and regulations and demonstration of its
stewardship over Library resources follows:

2A. Fund Accounting Requirements

The Library complies with all state and local laws and regulations requiring the use of separate funds.

2B. Deposits and Investments Laws and Regulations

The Library maintains its cash with financial institutions insured by the Federal Deposit Insurance Corporation
(FDIC). Under the provisions of Kentucky Revised Statutes (KRS) 66.480(1)(d) and KRS 41.240(4), banks are
required to provide pledges of securities for interest bearing and non-interest bearing deposits if either exceeds the

amount of insurance coverage provided by the FDIC. Acceptable collateral includes certain U.S. Government
Agency securities, certain Commonwealth of Kentucky or political subdivision debt obligations, or surety bonds.

Investments of the Library are limited to the following:

a. Direct obligations of the U.S. Government or its agencies or instrumentalities to which the full faith and credit
of the U.S. Government is pledged.

b. Certificates of deposit or other interest-bearing accounts of any bank or savings and loan institution having a
physical presence in Kentucky that are either insured or secured with acceptable collateral.

c. Bonds or certificates of indebtedness of the Commonwealth of Kentucky and of its agencies and
instrumentalities.

d. Securities issued by a state or local govermment, or any instrumentality or agency thereof, in the United States,
and rated one (1) of the three (3) highest categories by a competent recognized rating agency.

e. Shares of mutual funds, exchange traded funds, and individual equity securities and individual high-quality
corporate bonds as defined by KRS 66.480.

Note 3 - Detail Notes on Transaction Classes/Accounts:

The following notes present detail information to support the amounts reported in the basic financial statements for
its various assets, deferred outflows of resources, liabilities, deferred inflows of resources, equity, revenues, and
expenditures/expenses.

(Continued)
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McCRACKEN COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Not~* Detail Notes on Transaction Classes/Accounts (Continued):

3A. Deposits
Deposits, including certificates of deposit, are reported at carrying amount, which approximates fair value.

At year end, the carrying amounts of the Library’s deposits were $2,365,633 and the bank balances were $2,369,381.
As of June 30, 2022, $2,131,830 of the Library’s bank balances were covered by FDIC insurance, and the remaining
balance of $237,551 was subject to custodial credit risk. Custodial credit risk is the risk that in the event of a bank
failure, the Library’s deposits may not be retumed to it. Of the remaining balance, $237,551 was uninsured and
collateralized with securities held by the pledging bank’s agent not in the Library’s name.

3B. Investments

Securities held-to-maturity are those debt securities which management has the intent and ability to hold to maturity
and are carried at cost adjusted for amortization of premiums and accretion of discounts, computed by the interest
method. Securities available-for-sale include securities that management intends to use as part of its asset/liability
management strategy and that may be sold in response to changes in interest rates, liquidity needs, or other risk
related issues. Unrealized gains and losses on securities available-for-sale are recognized as direct increases or
decreases in fund balance. Trading securities are bought and held principally with the intention of selling them in the
near term. Realized and unrealized gains and losses on trading securities are included in net income. The Library
invests in government securities as allowed by Kentucky Revised Statutes. The Library has no held-to-maturity or
trading securities.

Securities available-for-sale at June 30, 2022, are as follows:

Amortized  Unrealized Unrealized Fair
Costs Gains Losses Value

Federated government obligations $§ 661,212 h) - h) - $§ 661,212
Obligations of U.S. Treasury 1,810,264 - 89,211 1,721,053
Obligations of U.S. Agencies 1,166,693 - 71,743 1,094,950
Certificates of deposit (included in Library

deposits, note 3A) 2,427,341 - 132,708 2,294,633
TOTAL INVESTMENTS $6,065,510 $ - $293,662 $5,771,848

Unrealized gains and losses are included in investment income on the face of the financial statements. Fair Value
represents quoted market prices in active markets.

3C. Cash on Hand

The Library’s cash on hand at June 30, 2022, was $625.

(Continued)
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McCRACKEN COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Note 3 - Detail Notes on Transaction Classes/Accounts (Continued):

3D. Accounts Receivable

Accounts receivable of the governmental activities consists of property tax, fines, and earned interest income.
Receivables detail at June 30, 2022, is as follows:

Governmental
__Activities
Accounts receivable $3,869,339
Allowance for doubtful accounts (121.973)
NET ACCOUNTS RECEIVABLE $3,747,366
3E. Capital Assets
Capital asset activity for the year ended June 30, 2022, was as follows:
June 30, June 30,
2021 Additions T -¢i-~ments 2022
Building $ 314000 § - b - $ 314,000
Building improvements 2,887,319 1,070 - 2,888,389
Furniture and equipment:
Office furniture 59,912 12,236 - 72,148
Public furniture 625,475 - 10,121 615,354
Office equipment 247916 19,601 3,841 263,676
Public equipment 212,901 14,638 1,213 226,326
Print and non-print collection 4,537,716 224,690 288,722 4.473.684
Total historical cost 8,885,239 272,235 303,897 8,853,577
Less accumulated depreciation:
Building 314,000 - - 314,000
Building improvements 1,368,565 103,202 - 1,471,767
Furniture and equipment:
Office furniture 58,826 153 - 58,979
Public furniture 590,468 5,375 10,121 585,722
Office equipment 183,177 23,553 3,218 203,512
Public equipment 136,904 21,592 1,213 157,283
Print and non-print
collection 3,887,420 342,079 288,722 3.940.777
Total accumulated depreciation 6,539,360 495,954 303,274 6.732.040
GOVERNMENTAL ACTIVITIES
CAPITAL ASSETS, NET $2,345,879  $ (223,719) $ 623 $2,121,537
Depreciation expense for the year ended June 30, 2022, was $495,954.
Loss on disposal of capital assets for the year ended June 30, 2022, was $623.
(Continued)
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McCRACKEN COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Note 3 - Detail Notes on Transaction Classes/Account- ‘" ~+1tinued):
3F. Restricted Net position

In April of 2008, the Library received a bequest from the estate of a deceased patron of the Library in the amount of
$120,694. The bequest requires the Library to invest the money in an interest bearing account with Regions Bank,
and during the first fifteen years of the investment, the Library is only entitled to spend the amounts representing
interest earned on the account. Following the expiration of the fifteen year holding requirement, the Library is
permitted to spend up to $10,000 a year plus interest earned for the following five years. After the twentieth year
from the date of the investment, the Library may withdraw the remaining account balance. All expenditures of the
investment and its earnings shall be restricted for collection development. The appreciated balance of this
investment, $127,466, was reported as restricted for collection purposes as of June 30, 2022.

3G. Fund Balance

Fund balance classifications by specific purpose for the year ended June 30, 2022, are as follows:

Classification Purpose Amount
Restricted Collection development $§ 127415
Assigned Furniture and fixtures 75,000
Maintenance reserve:
Carpet replacement 160,000
Meeting room upgrades 100,000
Lighting replacement 448,000
Parking lot 200,000
Exterior maintenance 125,000
1,108,000

Note 4 - Emplovee Benefits:

County Employees’ Retirement System Pension and Insurance Funds

Plan Descriptions and benefits provided. Employees of McCracken County Public Library participate in the County
Employees’ Retirement System (CERS), a cost-sharing, multiple-employer, defined benefit pension plan, which is
administered by the Kentucky Public Pensions Authority (KPPA). The plan covers all regular full-time members
employed in non-hazardous and hazardous duty positions of any state department, board, agency, county, city, school
board, and any other eligible local agencies electing to participate. The Library does not have any employees
participating in hazardous duty positions. CERS provides for retirement, disability and death benefits to plan
members. Retirement benefits may be extended to beneficiaries of plan members under certain circumstances. Cost
of living (COLA) adjustments are provided at the discretion of the State legislature. Under the provisions of
Kentucky Revised Section 61.645, the Board of Trustees of Kentucky Public Pensions Authority provides for the
establishment of the system, and benefit amendments are authorized by the State legislature.

The CERS also provides other postemployment benefits through the Kentucky Public Pensions Authority Insurance
Fund (insurance fund), which was established to provide hospital and medical insurance for members receiving
benefits from CERS. The insurance fund is a cost-sharing multiple-employer defined benefit postemployment
healthcare plan administered by the Kentucky Public Pensions Authority. The insurance fund pays a prescribed
contribution for whole or partial payment of required premiums to purchase hospital and medical insurance. The
amount of contribution paid by the insurance fund is based upon years of service. All participants enrolled in CERS
are automatically enrolled in both the insurance fund and the pension fund. Information regarding the insurance fund
is con d in the financial statements of the Kentucky Public Pensions Authority.

(Continued)
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McCRACKEN COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Note 4 - Employee Benef**~ ““ontinued):

County Employees’ Retirement System Pension and Insurance Funds (Continued)

The Kentucky Public Pensions Authority issues a publicly available financial report that includes financial statements
and required supplementary information for the plans. The report may be obtained by writing or calling the plan:

Kentucky Public Pensions Authority
1260 Louisville Road

Frankfort, KY 40601-6124

(502) 564-4646.

Contributions. Contribution rates are established by the Kentucky Revised Statutes. Non-hazardous plan members
who began participating prior to September 1, 2008 are required to contribute 5.00% of their annual creditable
compensation. Plan members who began participating on or after September 1, 2008 and before January 1, 2014 are
required to contribute an additional 1.00% for retirement health insurance coverage. Plan members who began
participating on or after January 1, 2014 are required to contribute to the Cash Balance Plan which is a hybrid plan
with characteristics of both a defined benefit plan and a defined contribution plan. Members in the Cash Balance
Plan are required to contribute at the same rates as plan members who began participating on or after September 1,
2008. The employer contribution plan rate for non-hazardous plan members was 26.95% for the year ended June 30,
2022. The required contribution rate for fiscal year ended June 30, 2021 was 24.06%. The required contribution
rates are made up of a portion that is attributed to the insurance fund and a portion attributed to the pension fund. For
fiscal year ended June 30, 2022, the pension plan and insurance fund portions were 21.17% and 5.78%, respectively.
The percentages were 19.30% and 4.76% for fiscal year ended June 30, 2021. The pension contributions for fiscal
years ended June 30, 2022 and 2021 were $222,397 and $188,807, respectively. The insurance contributions
(excluding the implicit subsidy) for fiscal years ended June 30, 2022 and 2021 were $60,720 and $46,566,
respectively. The actuarially determined contribution requirements of plan members and the Library are established
and may be amended by the KPPA Board of Trustees.

Pension liabilities, pension expense, and deferred outflows of resources and deferred inflows of resources related to
pensions. At June 30, 2022, the Library reported a liability of $2,441,925 for its proportionate share of the net
pension liability. The June 30, 2022 total pension liability was measured as of June 30, 2021, and the total pension
liability used to calculate the net pension liability was determined by an actuarial valuation as of June 30, 2020. For
the June 30, 2021 measurement, the total pension liability was rolled-forward from the actuarial valuation date of
June 30, 2020 to the plan’s fiscal year ending, June 30, 2021, using generally accepted actuarial principles. The
Library’s proportion of the net pension liability was based on a projection of the Library’s share of contributions to
the pension plan relative to the total contributions of all participating employers, actuarially determined. At June 30,
2022, the Library’s proportion was 0.038300%.

As aresult of its requirement to contribute to CERS, the Library recognized pension expense of $122,242 for the year
ended June 30, 2022. At June 30, 2022, the Library reported deferred outflows of resources and deferred inflows of
resources from the following sources as a result of its requirements to contribute to CERS:

(Continued)
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FOR THE YEAR ENDED JUNE 30, 2022

Note 4 - Employee Benefits (Continued):

County Employees’ Retirement System Pension and Insurance Funds (Continued)

Deferred Outflows  Deferred Inflows

of Resources of Resource

Net differences between projected and actual earnings

on plan investments $ 94,730 $ 420,198
Difference between expected and actual experience 28,041 23,701
Changes of assumptions 32,774 -
Change in proportion and differences between employer

contributions and proportionate share of contributions 6,222 155,370
Contributions subsequent to the measurement date 222,397 -
TOTALS $384,164 $ 599,269

Deferred outflows of resources in the amount of $222,397 related to pension contributions made subsequent to the
measurement date will be recognized as a reduction of the net pension liability in the year ending June 30, 2023.
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will
be recognized in pension expense as follows:

Year Ending
June 30
2023 8(113,641)
2024 (144,052)
2025 (77,889)
2026 (101,920)

The net pension liability as of June 30, 2022, is based on the June 30, 2020, actuarial valuation as rolled-forward to
the plan’s fiscal year end of June 30, 2021 using generally accepted actuarial principles. Deferred outflows and
inflows related to the difference between projected and actual earnings on plan investments are netted and amortized
over a closed five-year period. Deferred outflows and inflows related to differences between expected and actual
experience, changes of assumptions, and changes in proportion and differences between employer contributions and
proportionate share of contributions are amortized over a period that represents the weighted average of the
remaining service life of active and inactive members of the plan (3.07 years for June 30, 2021).

Actuarial assumptions. The total pension liability, net pension liability, and sensitivity information for the actuarial
valuation as of June 30, 2021, was based on an actuarial valuation date of June 30, 2020. The total pension liability
was rolled-forward from the valuation date (June 30, 2020) to the plan’s fiscal year ending June 30, 2021, using
generally accepted actuarial principles. An actuarial experience study was conducted for the five-year period July 1,
2013 to June 30, 2018. Subsequent to the actuarial valuation date (June 30, 2020), but prior to the measurement date,
the KPPA Board of Trustees reviewed investment trends, inflation, and payroll growth historical trends. The Board
did not update any actuarial assumptions in performing the actuarial valuation as of June 30, 2021 (a complete list of
actuarial assumptions is listed in the Required Supplementary Information section of this report). A partial list of
assumptions from the actuarial valuation date of June 30, 2021 is as follows:

Inflation 2.30%
Salary increases 3.30% to 10.30%, varies by service
Investment rate of return, net of pension plan
investment expense, including inflation 6.25%
Payroll growth rate 2.00%

(Continued)
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Note4 T-1ployee Bene““~ ““ontinued):

County Employees’ Retirement System Pension and Insurance Funds (Continued)

Mortality - The mortality table used for active members is PUB-2010 General Mortality Table projected with the
ultimate rates from the MP-2014 mortality improvement scale using a base year of 2010. For healthy retired
members and beneficiaries, the mortality table used is a system-specific mortality table based on mortality experience
from 2013-2018, projected with the ultimate rates from the MP-2014 mortality improvement scale using a base year
of 2019. For disabled members, the mortality table used is PUB-2010 Disabled Mortality Table, with a four-year set-
forward for both male and female rates, projected with the ultimate rates from the MP-2014 mortality improvement
scale using a base year of 2010.

Senate Bill 169 increased the disability benefits for qualified members who become “totally and permanently
disables” as a result of ta duty-related disability. The minimum disability benefit increased from 25.00% of the
member’s monthly final rate of pay to 75.00% of the member’s monthly average pay. The insurance premium for the
member, the member’s spouse, and the member’s dependent children shall also by paid in full by the System. For
non-hazardous members to be eligible for this benefit, they must be working in a position that could be certified as a
hazardous position. There were no other material plan provision changes.

The long-term expected rate of return on plan assets was determined by using a building block method in which best-
estimate ranges of expected future real rate of returns are developed for each asset class. The ranges are combined by
weighting the expected future real rate of return by the target asset allocation percentage. For the June 30, 2021
actuarial calculation, the target allocation and best estimates of arithmetic nominal rates of return for each major asset
class are summarized in the following table:

Asset Target Long-Term Expected
Class AM9cation Real Rate of Return
US Equity 21.75% 5.70%
Non-US Equity 21.75% 6.35%
Private Equity 10.00% 9.70%
Specialty Credit/High Yield 15.00% 2.80%
Core Bonds 10.00% 0.00%
Cash Equivalent 1.50% (0.60)%
Real Estate 10.00% 5.40%
Real Return 10.00% 4.55%
Total 100.00%

Discount rate. The discount rate used to measure the total pension liability was 6.25% at June 30, 2021. The
discount rate determination does not use a municipal bond rate. The projection of cash flows used to determine the
discount rate assumed that contributions from plan members and employers will be made at the actuarially
determined contribution rate of projected compensation over a 30-year (closed) amortization period of the unfunded
actuarial accrued liability. The projection of cash flows includes an assumption regarding actual employer
contributions made each future year. The future contributions are projected assuming each participating employer in
KPPA contributes the actuarially determined employer contribution rate each future year calculated in accordance
with the current funding policy, as most recently revised by House Bill 8. This includes the phase-in provisions from
House Bill 362 as well as the provisions which limits the increases to the employer contribution rates to 12.00% over
the prior fiscal year through June 30, 2028. Once the unfunded actuarial accrued liability is fully amortized, the
employer will only contribute the normal cost rate and the administrative expense rate on the closed payroll for
existing members.

(Continued)
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Note 4 - Employee Benefits (Continued):

County Employees’ Retirement System Pension Fund

Sensitivity of the Library’s proportionate share of the net pension liability to changes in the discount rate. The
following presents the Library’s proportionate share of the net pension liability calculated using the discount rate of
6.25%, as well as what the Library’s proportionate share of the net pension liability would be if it were calculated
using a discount rate that is 1-percentage-point lower (5.25%) or 1-percentage-point higher (7.25%) than the current

rate:
1% Current 1%
Decrease Discount Increase
5.25% 6.25% 7.25%
McCracken County Public Library’s proportionate share
of the net pension liability $3,131,885 $2,441,925 $1,871,000

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

Payables to the pension plan. At June 30, 2022, the financial statements include no payables to CERS. These are
legally required contributions to the plan. These amounts are not accounted for in the net pension liability.

County Employees’ Retirement System Insurance Fund - Postemployment Benefits Other Than Pension
(OPEB)

OPERB liabilities, OPEB expense, and deferred outflows of resources and deferred inflows of resources related to
OPEB. At June 30, 2022, the Library reported a liability of $733,062 for its proportionate share of the net OPEB
liability. The net OPEB liability at June 30, 2022 was measured as of June 30, 2021 and the total OPEB liability
used to calculate the net OPEB liability was determined by an actuarial valuation as of June 30, 2020. For the June
30, 2022 measurement, the total OPEB liability was rolled-forward from the actuarial valuation date of June 30, 2020
to the plan’s fiscal year ending June 30, 2021 using generally accepted actuarial principles. The Library’s proportion
of the net OPEB liability was based on a projection of their share of contributions to the OPEB plan relative to the
total contributions of all participating employers, actuarially determined. At June 30, 2022, the Library’s proportion
was 0.038291%.

The fully-insured premiums KPPA pays for the Kentucky Employees’ Health Plan are blended rates based on the
combined experience of active and retired members. Because the average cost of providing health care benefits to
retirees under age 65 is higher than the average cost of providing health care benefits to active employees, there is an
implicit employer subsidy for the non-Medicare eligible retirees. GASB 75 requires that the liability associated with
this implicit subsidy be included in the calculation of the total OPEB liability.

As a result of its requirement to contribute to the CERS insurance fund, the Library recognized OPEB expenses of
$69,268 for the year ended June 30, 2022. At June 30, 2022, the Library reported deferred outflows of resources and
deferred inflows of resources related to OPEB from the following sources:

(Continued)
-20-



McCRACKEN COUNTY PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

Note 4 - Employee Benefits (Continued):

County Employees’ Retirement System Insurance Fund - Postemployment Benefits Other Than Pension
(OPEB) (Continued)

Deferred Outflows  Deferred Inflows

of Resources of Resources

Net differences between projected and actual earnings

on OPEB plan investments $ 36,934 $151,611
Difference between expected and actual experience 115,274 218,868
Changes of assumptions 194,349 682
Change in proportion and differences between employer

contributions and proportionate share of contributions - 86,828
Contributions subsequent to the measurement date 84.841 -
TOTALS $431,398 $457,989

Deferred outflows of resources related to OPEB, in the amount of $84,481 related to OPEB resulting from the
Library’s contributions subsequent to the measurement date and before the end of the fiscal year will be recognized
as a reduction of the net OPEB liability in the year ended June 30, 2023. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to OPEB will be recognized in OPEB expense as

follows:
Year Ending
June 30
2023 $ (7,064)
2024 (24,438)
2025 (23,152)
2026 (56,778)

The net OPEB liability as of June 30, 2022 is based on the June 30, 2020 actuarial valuation as rolled-forward to the
plan’s fiscal year end of June 30, 2021 using generally accepted actuarial principles. Deferred outflows and inflows
related to differences between projected and actual earnings on plan investments are netted and amortized over a
closed five-year period. Deferred outflows and inflows related to differences between expected and actual experience,
changes of assumptions, and changes in proportion and differences between employer contributions and proportionate
share of contributions are amortized over a period that represents the weighted average of the remaining service life of
active and inactive members of the plan (4.92 years for June 30, 2021).

Actuarial assumptions. The total OPEB liability, net OPEB liability, and sensitivity information for the actuarial
valuation as of June 30, 2021 was based on an actuarial valuation date of June 30, 2020. The total OPEB liability was
rolled-forward from the valuation date (June 30, 2020) to the plan’s fiscal year ending June 30, 2021, using generally
accepted actuarial principles. An actuarial experience study was conducted for the five-year period July 1, 2013 to
June 30, 2018. Subsequent to the actuarial valuation date (June 30, 2020), but prior to the measurement date, the
KPPA Board of Trustees reviewed investment trends, inflation, and payroll growth historical trends. Based on this
review, the Board adopted the following updated actuarial assumptions which were used in performing the actuarial
valuation as of June 30, 2021 (a complete list of actuarial assumptions is listed in the Required Supplementary
Information section of this report):

(Continued)
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Note 4 - Employee Benefits (Continued):

County Employees’ Retirement System Insurance Fund - Postemployment Benefits Other Than Pension
(OPEB) (Continued)

Inflation 2.30%
Salary increases, average, including inflation 3.30% to 10.30%, varies by service
Investment rate of return, net of OPEB plan
investment expense, including inflation 6.25%
Payroll growth rate 2.00%
Municipal bond index rate
Prior measurement date 2.45%
Measurement date 1.92%

Single equivalent interest rate (discount rate),
net of OPEB plan investment expense,
including inflation
Prior measurement date 5.34%
Measurement date 5.20%

Healthcare cost trend rates - Initial trend starting at 6.30% at January 1, 2023, and gradually decreasing to an ultimate
trend rate of 4.05% over a period of 13 years (Pre-65). Initial trend rate starting at 6.30% at January 1, 2023, and
gradually decreasing to an ultimate trend rate of 4.05% over a period of 13 years (Post-65).

The mortality table used for active members is PUB-2010 General Mortality Table projected with the ultimate rates
from the MP-2014 mortality improvement scale using a base year of 2010. For non-disabled retired members and
beneficiaries, the mortality table used is a system-specific mortality table based on mortality experience from 2013-
2018, projected with the ultimate rates from the MP-2014 mortality improvement scale using a base year of 2019. For
disabled members, the mortality table used is PUB-2010 Disabled Mortality Table, with a four-year set-forward for
both male and female rates, projected with the ultimate rates from the MP-2014 mortality improvement scale using a
base year of 2010.

Senate Bill 169 increased the disability benefits for qualified members who become “totally and permanently
disabled” as a result of a duty-related disability. The minimum disability benefit increased from 25.00% of the
member’s monthly final rate of pay to 75.00% of the member’s monthly average pay. The insurance premium for the
member, the member’s spouse, and the member’s dependent children shall also be paid in full by the System. For
non-hazardous members to be eligible for this benefit, they must be working in a position that could be certified as a
hazardous position. There were no other material plan provision changes.

The long-term expected rate of return on plan assets was determined by using a building block method in which best-
estimate ranges of expected future real rate of returns are developed for each asset class. The ranges are combined by
weighting the expected future real rate of return by the target asset allocation percentage. For the June 30, 2021
actuarial calculation, the target allocation and best estimates of arithmetic nominal rates of return for each major asset
class are summarized in the following table:

(Continued)
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Note 4 - Emplovee Benefits (Continued):

County Employees’ Retirement System Insurance Fund - Postemployment Benefits Other Than Pension
(OPEB) (Continued)

Asset Target Long-Term Expected
Class Allocation Real P~*~ ~*Patr -~
US Equity 21.75% 5.70%
Non-US Equity 21.75% 6.35%
Private Equity 10.00% 9.70%
Specialty Credit/High Yield 15.00% 2.80%
Core Bonds 10.00% 0.00%
Cash Equivalent 1.50% (0.60)%
Real Estate 10.00% 5.40%
Real Return 10.00% 4.55%
Total 100,00%

Discount rate. The discount rate used to measure the total OPEB liability was 5.20% at June 30, 2021. The projection
of cash flows used to determine the discount rate assumed that contributions from plan members and employers will
be made at the actuarially determined contribution rate of projected compensation over a 30-year (closed) amortization
period of the unfunded actuarial accrued liability. The projection of cash flows includes an assumption regarding
actual employer contributions made each future year. The future contributions are projected assuming each
participating employer in KPPA contributes the actuarially determined employer contribution rate each future year
calculated in accordance with the current funding policy, as most recently revised by House Bill 8. This includes the
phase-in provisions from House Bill 362 as well as the provisions which limits the increases to the employer
contribution rates to 12.00% over the prior fiscal year through June 30, 2028. The cost associated with the implicit
employer subsidy was not included in the calculation of the KPPA’s actuarial determined contributions, and any cost
associated with the implicit subsidy will not be paid out of the KPPA’s trusts. Therefore, the municipal bond rate was
applied to future expected benefit payments associated with the implicit subsidy. Based on those assumptions, the
OPEB plan’s fiduciary net position was projected to be available to make all projected future benefit payments from
the retirement system; as a result, the Municipal Bond Index Rate was used in the determination of the single
equivalent interest rate. There was a change in the Municipal Bond Index Rate from the prior measurement date to the
measurement date, so as required under GASB 75, the single equivalent interest rate of 5.20% is based on the
expected rate of return at the measurement date of 6.25% and was calculated using the Municipal Bond Index Rate as
of the measurement date of 1.92%, as reported in Fidelity Index’s “20-Year Municipal GO AA Index” as of June 30,

2021. This change in the discount rate is considered a change in actuarial assumptions or other inputs under GASB
75.

Sensitivity of the Library’s proportionate share of the net OPEB liability to changes in the discount rate. The
following presents the Library’s proportionate share of the net OPEB liability calculated using the discount rate of
5.20%, as well as what the Library’s proportionate share of the net OPEB liability would be if it were calculated using

a discount rate that is I-percentage-point lower (4.20%) or l-percentage-point higher (6.20%) than the current
discount rate:

1% Current 1%
Decrease Discount Increase
4.20% 5.20% 6.20%
McCracken County Public Library’s proportionate share
of the net OPEB liability $1,006,489 $733,062 $508,670
(Continued)
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Note 4 - Employee Benefits (Con“*~—d):

County Employees’ Retirement System Insurance Fund - Postemployment Benefits Other Than Pension
(OPEB) (Continued)

Sensitivity of the Library’s proportionate share of the net OPEB liability to changes in the healthcare cost trend rates.
The following presents the Library’s proportionate share of the net OPEB liability, as well as what the Library’s
proportionate share of the net OPEB liability would be if it were calculated using healthcare cost trend rates that are 1-
percentage-point lower or I-percentage-point higher than the current healthcare cost trend rates:

1% Current 1%
Decrease Trend Rate Increase
McCracken County Public Library’s proportionate share
of the net OPEB liability $527,718 $733,062 $ 980,916

OPEB plan fiduciary net position. Detailed information about the OPEB plan’s fiduciary net position is available in
the separately issued Kentucky Public Pensions Authority’s financial report.

Payables to the OPEB plan. At June 30, 2022, the financial statements included no payables to CERS. These are
legally required contributions to the plan. These amounts are not accounted for in the net OPEB liability.

Note 5 - Other Notes:

5A. Insurance and Related Activities

McCracken County Public Library is exposed to various forms of loss of assets associated with the risks of personal
liability, theft, errors and omissions, fiduciary responsibility, etc.

Each of these risk areas is covered through the purchase of commercial insurance. The Library has purchased certain

policies which are retrospectively rated and which includes workmen’s compensation insurance and a treasurer’s
bond.

5B. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make assumptions that affect reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.
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McCRACKEN COUNTY PUBLIC LIBRARY

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

Revenues:
Taxes:
McCracken County tax revenue
Delinquent taxes

Total taxes

Intergovernmental:
State aid

Total intergovernmental

Charges for services:
Fines and replacements

Total charges for services

Miscellaneous:
Investment income
Donations
Other

Total miscellaneous
Total revenues

Expenditures:

Personnel:
Salaries
Payroll expenses
Employees’ retirement
Employees’ insurance
Workmen's compensation insurance
Other

Total personnel

Collection development:
Books
Periodicals
Electronic subscriptions
CD/DVD
Digitization

Total collection development

FOR THE YEAR ENDED JUNE 30, 2022

Variance with
Final Budget

Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$3,457,283 $3,550,000 $3,587,294 § 37294
- - 83,594 83,594
3,457,283 3,550,000 3,670,888 120,888
12,500 5,400 6,892 1,492
12,500 5,400 6,892 1,492
67,000 74,249 (204,421) (278,670)
12,500 41,165 43,357 2,192
18,630 19,000 23,759 4,759
98,130 134,414 (137,305) (271,719)
3,567,913 3,689,814 3,540,475 (149,339)
1,480,441 1,423,682 1,364,279 (59,403)
113,254 103,215 111,004 7,789
297,811 278,086 287,993 9,907
228,540 216,181 210,622 (5,559)
7,300 5,050 4,553 497)
7,500 10,000 9,821 (179)
2,134,846 2,036,214 1,988,272 (47,942)
200,000 186,239 149,526 (36,713)
12,000 3,627 4314 687
305,832 329,720 280,448 (49,272)
125,000 76,400 67,554 (8,846)
10,000 10,147 7,610 (2,537)
652,832 606,133 509,452 (96,681)
(Continued)
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McCRACKEN COUNTY PUBLIC LIBRARY
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2022

Variance with

Final Budget
Budgeted Amounts Actual Positive
Expenditures: Original Final Amounts (Negative)
General operations:
Telephone $ 37,400 $ 30,000 $ 33,810 h) 3,810
Supplies 55,575 44911 41,669 (3,242)
Postage 18,000 10,000 9,506 (494)
Insurance - property and liability 27,500 30,000 28,542 {1,458)
Trust fees 22,000 21,807 21,823 16
Audit and consulting 16,425 15,724 14,601 (1,123)
Total general operations 176,900 152,442 149,951 (2,491)
Technologies:
Maintenance fees 38,500 32,972 31,543 (1,429)
Software 22,275 17,708 15,993 (1,715)
Cataloging/ILS 106,825 80,000 78,632 (1,368)
Equipment, repairs, and replacements 35,000 42,000 41,975 25)
Total technologies 202,600 172,680 168,143 4,537)
Programming:
Adult services 10,400 5,000 5,623 623
Youth services 16,500 8,000 10,491 2,491
Sprocket 20,000 20,500 20,500 -
Supplies 13,000 5,000 4,952 (48)
Total programming 59,900 38,500 41,566 3,066
Building maintenance:
Repairs 30,000 32,135 31,999 (136)
Utilities 65,000 83,492 76,472 (7,020)
Janitorial supplies 12,000 10,354 10,324 GO
Contract labor - maintenance 115,000 114,991 110,850 4,141
Total building maintenance 222,000 24N 972 229,645 (11,327)
Community engagements and
fundraising:
Marketing 35,000 25,004 38,813 13,809
Events and friends recognition 1,000 1,000 199 (801)
Bookmobile 10,000 951 713 (2338)
Book return service 16,425 8,853 7,011 (1,842)
Total community engagements and
fundraising 62,425 35,808 46,736 10,928
(Continued)
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McCRACKEN COUNTY PUBLIC LIBRARY
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2022

Variance with
Final Budget

Budgeted Amounts Actual Positive
Expenditures: Original Final Amounts (Negative)
Staff development:
Professional membership $ 7,450 $ 8,000 $ 7,992 $ (8)
Continuing education - workshops 24,000 18,100 12,779 (5,321)
Total staff development 31,450 26,100 20,771 (5,329)
Total expenditures 3542095k R3NRR4H 3,154,536 (154,313)
Revenues over expenditures before capital
improvements 24,960 380,965 385,939 4,974
Capital Improvements:
Furniture and equipment - - 12,235 12,235
Building improvements - 110,000 - (110,000)
Total capital improvements - 110,000 12,235 (97,765)
REVENUES OVER EXPENDITURES
AND CAPITAL IMPROVEMENTS $ 24,960 $ 270,965 $ 373,704 $ 102,739
Allocation of prior year Fund Balance $ (24,960) $ (270,965) $ (373,704) NA
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McCRACKEN COUNTY PUBLIC LIBRARY
SCHEDULE OF EMPLOYER’S PROPORTIONATE SHARE OF THE
NET PENSION LIABILITY
COUNTY EMPLOYEES RETIREMENT SYSTEM (CERS)
LAST EIGHT FISCAL YEARS*

2022 2021 2020 2019 2018 2017 2016 2015

Employer’s proportion of the

net pension liability (asset) 0.038300% 0.041358% 0.041210% 0.043922% 0.045421% 0.044280% 0.041730% 0.040511%
Employer’s proportionate share

of the net pension liability (asset) $ 2,441,925 $ 3,172,124 $ 2,898,318 $ 2.674,983 § 2,658,631 $ 2,180,037 $ 1,794,106 $ 1,314,000
Employer’s covered payroll $ 978276 $ 1,059,371 $ 1,038,772 $ 1,087,942 $ 1,105.899 $ 1,056,237 $ 973,571 $ 929,391
Employer's proportionate share of the net

pension liability (asset) as a percentage

of its covered payroll 249.62% 299.43% 279.01% 245.88% 206.40% 206.40% 184.28% 141.38%
Plan fiduciary net position as a percentage

of the total pension liability 57.33% 47.81% 50.45% 53.54% 53.30% 55.50% 59.97% 66.80%

* The amounts presented for each fiscal year were detennined as of June 30. Until a full ten-year trend is compiled, governments will present infonnation only for those years for which

information 1s available.

Notes to Schedule

The total pension liability and net pension hability as of June 30, 2022, is based on the June 30, 2020 actuarial valuation as rolled-forward to the plan’s fiscal year end of June 30, 2021
using generally accepted actuarial principles. The financial reporting actuarial valuation used the following actuarial methods and assumptions, applied to all prior periods included in the

measurement.
Valuation date: June 30, 2020
Experience study: July 1, 2013 - June 30, 2018 for 2020 through 2022; July 1, 2008 - June 30, 2013 for prior years
Actuanal cost method: Entry age normal
Amortization method: Level percentage of payroll
Amortization period: 30 years
Asset valuation method: 20.00% of the difference between the market value of assets and the expected
actuarial value of assets is recognized each year
Inflation: 2.30%
Payroll growth: 2.00%
Salary increase: 3.30% to 10.30%, varies by service
Investinent rate of return: 6.25%, net of pension plan investment expense, including inflation
Mortality: For active members: PUB-2010 General Mortality Table projected with ultimate rates from the MP-2014 mortality improvement

scale using a base year of 2010.

For non-disabled retired members and beneficiaries: System-specific mortality table based on mortality experience from 2013-2018,
projected with the ultimate rates from the MP-2014 mortality improveinent scale using a base year of 2019.
For disabled members: PUB-2010 Disabled Mortality Table with a four-year set-forward for both male and female rates, projected

with the ultiinate rates from the MP-2014 mnortality improvement scale using a base year of 2010
Changes of plan provisions:  None.

Changes of benefit terms; Increase in the disability benefits for certain qualifying members who become "totally and permanently disabled" in the line of
duty or as a result of a duty-related disability. The minimnun disability benefit increased from 25.00% of the member's monthly final

rate of pay to 75.00%.
Changes of assumptions: None.

NOTE: This schedule is based on the last measurement date of the net pension liability.

See accompanying notes to the basic financial statements,
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Contractuatly required contribution

Contributions in relation to the
contractually required contribution

Contribution deficiency (excess)
Employer’s covered payroll

Contributions as a percentage of
covered payroll

McCRACKEN COUNTY PUBLIC LIBRARY
SCHEDULE OF EMPLOYER CONTRIBUTIONS
COUNTY EMPLOYEES RETIREMENT SYSTEM (CERS)
LAST NINE FISCAL YEARS*

2022 2021 2020 2019 2018 2017 2016 2015 2014

S 222397 S 188807 S 204459 5 168,489 § 157,534  § 154273 § 131,185  §124.130  § 127,698
222,397 188,307 204,459 168,489 157,534 154,273 131,185 124,130 127,698

$ - s - s .8 - s .S - s -8 - s -

$1,050527  $978276  $1059371  $1038772  $1087942  $1,105899  $1056237  $973,571  § 929,391
2017% 19.30% 19.30% 16.22% 14.48% 13.95% 12.42% 12.75% 13.74%

* The amounts presented for each fiscal year were determined as of June 30. Until a full ten-year trend is compiled, governments will present information only for those years for which

information is available.

NOTE: This schedule is determined as of the employer’s most recent fiscal year-end,

See accompanying notes to the basic fu
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McCRACKEN COUNTY PUBLIC LIBRARY
SCHEDULE OF EMPLOYER’S PROPORTIONATE SHARE OF THE
NET POSTEMPLOYMENT BENEFITS OTHER THAN PENSION (OPEB) LIABILITY
COUNTY EMPLOYEES’ RETIREMENT SYSTEM (CERS) INSURANCE FUND
LAST FIVE FISCAL YEARS*

2022 2021 2020 2019 2018

Employer’s proportion of the

net OPEB hability (asset) 0.038291% 0.041346% 0.041205% 0.043920% 0.045421%
Employer’s proportionate share
of the net OPEB liability (asset) $ 733,062 $ 998,381 $ 693,051 $ 779,791 s 913,118

Employer’s covered-employee payroll $ 978,276 $ 1,059,371 $ 1,038,772 $ 1,087,942 $ 1,105,899

Employer's proportionate share of the net
OPERB liability (asset) as a percentage
of its covered-employee payroll 74.93% 94.24% 66.72% 71.68% 82.57%

Plan fiduciary net position as a percentage
of the total OPEB liability 62.91% 51.67% 60.44% 57.62% 52.40%

* The amounts presented for each fiscal year were determined as of June 30, Until a full ten-year trend is compiled, govenments will present information only for those years
for which information is available.

Notes to Schedule

The total OPEB liability and net OPEB liability as of June 30, 2022, is based on the June 30, 2020 actuarial valuation as rolled-forward to the plan’s fiscal year end of June
30, 2021 using generally accepted actuarial principles. The financial reporting actuarial valuation used the following actuarial methods and assumptions, applied to all prior

periods included in the measurement.

Valuation date:
Experience study:
Actuanal cost method:
Amortization method:
Amortization period:
Asset valuation method:

Inflation:

Payroli growth:

Salary increase:
Investment rate of return:
Mortality:

Healthcare trend rates:

Changes in plan provisions:

Changes of benefit terms:

Changes of assumptions:

June 30, 2020

July 1, 2013 - June 30, 2018 for 2020 through 2022; July 1, 2008 - June 30, 2013 for prior years

Entry age normal

Level percentage of payroll

30 years

20.00% of the difference between the market value of assets and the expected

actuarial value of assets is recognized each year

2.30%

2.00%

3.30% to 10.30%, varies by service

6.25%, net of OPEB plan investment expense, including inflation

For active members: PUB-2010 General Mortality Table projected with ultimate rates from the MP-2014 mortality
improvement scale using a base year of 2010.

For non-disabled retired members and beneficiaries: Systemn-specific mortality table based on mortality experience from
2013-2018, projected with the ultimate rates fromn the MP-2014 mortality improvement scale using a base year of 2019.
For disabled members: PUB-2010 Disabled Mortality Table with a four-year set-forward for both male and female
rates, projected with the ultimate rates from the MP-2014 mortality improvement scale using a base year of 2010.
Initial trend starting at 6.30% at January 1, 2023 and gradually decreasing to an ultimate

trend rate of 4.05% over a period of 13 years (Pre-65).

None.

Increase in the disability benefits for certain qualifying members who become "totally and permanently disabled" in the line of
duty or as a result of a duty-related disability. The minimuin disability benefit increased from 25.00% of the member's monthly final
rate of pay to 75.00%.

The single discount rate for non-hazardous changed from $.34% to 5.20%.

The municipal bond rate decreased from 2.45% to 1.92%.

NOTE: This schedule is based on the last measurement date of the net OPEB liability.

See accompanying notes to the basic financial statements.
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McCRACKEN COUNTY PUBLIC LIBRARY

SCHEDULE OF EMPLOYER CONTRIBUTIONS

COUNTY EMPLOYEES’ RETIREMENT SYSTEM (CERS) INSURANCE FUND
LAST SIX FISCAL YEARS*

2022 2071 . 2020 2019 2018 2017

Contractually required contribution $ 60,720 $ au,ouv $ 50,426 $ 54,639 $ 51,133 $ 52,309
Contributions in relation to the

contractually required contribution 60,720 46,566 50,426 54,639 51,133 52,309
Contribution deficiency (excess) $ - $ - $ - $ - 3 - $ -
Employer’s covered-employee payroll $ 1,050,527 $ 978,276 $1,059,371 $1,038,772 $ 1,087,942 $1,105,899
Contributions as a percentage of

covered-employee payroll 5.78% 4.76% 4.76% 5.26% 4.70% 4.73%

* The amounts presented for each fiscal year were determined as of June 30. Until a full ten-year trend is compiled, governments will
present information only for those years for which information is available.

NOTE: This schedule is determined as of the employer’s most recent fiscal year-end. Contractually required contributions do not include
the expected implicit subsidy included in the calculation of the net OPEB liability.

See accompanying notes to the basic financial statements,
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CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditor’s Report on Internal Control
Over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

The Board of Trustees
McCracken County Public Library
Paducah, Kentucky

We have audited, in accordance with the 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, the financial statements of the governmental activities and the general fund of McCracken County Public
Library, as of and for the year ended June 30, 2022, and the related notes to the financial statements, which collectively

comprise McCracken County Public Library’s basic financial statements, and have issued our report thereon dated
September 20, 2022.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered McCracken County Public Library’s
internal control over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of McCracken County Public Library’s intemal control. Accordingly, we do not express
an opinion on the effectiveness of McCracken County Public Library’s intermal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned function, to prevent, or detect and correct misstatements on a timely basis.
A material weakness is a deficiency, or combination of deficiencies, in intemal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected and corrected,
on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies. Given
these limitations, during the audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

Compl’ and Other Matters

As part of obtaining reasonable assurance about whether McCracken County Public Library’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the financial statements.
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 results of our tests disclosed instances of noncompliance or other matters that are

required to be reported under Government Auditing Standards and which are described in the accompanying schedule of
findings.

McCracken County Public ¥ *~~~ry’s Response to Findings

McCracken County Public Library’s response to findings identified in our audit is described in the accompanying schedule
of findings. McCracken County Public Library’s response was not subjected to the auditing procedures applied in the audit
of financial statements and accordingly, we express no opinion on it.

601 Jefferson Street ~ Ph: 270.443.3643 P0. Box 2500 1104 Paris Rd. Suite 100 Ph: 270.247.2124

Paducah, KY 42002-2500
: ) Fx:270.247.2028
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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 results of
that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This report
is an integral part of an audit performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other purpose.
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Paducah, Kentucky
September 20, 2022
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MCCRACKEN COUNTY PUBLIC LIBRARY
SCHEDULE OF FINDINGS
FOR THE YEAR ENDED JUNE 30, 2022

a

" lings - Basic Financial Sta’ nts Ar "

1. Budget - Kentucky Revised Statutes require all Kentucky government agencies to annually adopt a budget.
The adopted budget is binding with respect to expenditures, and the government shall not expend from any
source except as provided in the originally adopted or subsequently amended budget. It was noted that the
McCracken County Public Library’s expenditures for certain line items exceeded their budgeted expenditures
for the fiscal year ended June 30, 2022.

Management's Response: Future amendments and transfers to the budget will be approved by the Board of

Directors, recorded in the minutes, and filed with the Department for Local Governments (DLG) before any
expenditures that would exceed the amount budgeted for that category.
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