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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS  
 
 

To the Board of Trustees of 
Kent County Public Library 
Chestertown, Maryland 
 
Opinions  
 
We have audited the financial statements of the governmental activities and the major fund of the 
Kent County Public Library (the Library), a component unit of Kent County, Maryland, 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 accompanying financial statements present fairly, in all material respects, the 
respective financial position of the governmental activities, and the major fund of the Library, as 
of June 30, 2022, and the respective changes in financial position thereof 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 (GAAS) 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 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 audit opinions. 
 
Responsibilities of Management for the Financial Statements 
 
The Library’s management is responsible for the preparation and fair presentation of the 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 from 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. 
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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 GAAS 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.  
 
In performing an audit in accordance with GAAS, we:  
 

• 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 basis, evidence regarding the amounts and 
disclosures in the financial statements. 

• 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. 

• 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. 

• 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 the 
management’s discussion and analysis, budgetary comparison information, and the Schedule of 
Proportionate Share of the Net Pension Liability 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 
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in an appropriate operational, economic, or historical context. We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiries of management 
about the methods of preparing the information and comparing the information for consistency 
with management’s responses to our inquiries, the basic financial statements, and other knowledge 
we obtained during our audit of the basic financial statements. We do not express an opinion or 
provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.  

Other 

As discussed in Note L to the financial statements, the Library adopted the new accounting 
guidance from GASB Statement No. 87, Leases. Our opinion is not modified with respect to this 
matter. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated October 
25, 2022, on our consideration of the Library’s internal control over financial reporting and on our 
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements 
and other matters. The purpose of that report is solely 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 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 the Library’s internal control over financial reporting and compliance. 

Owings Mills, Maryland  
October 25, 2022
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As management of the Kent County Public Library (the Library), we offer readers of the Library’s 
financial statements this narrative overview and analysis of the financial activities of the Library for 
the fiscal year ended June 30, 2022. We encourage readers to consider the information presented here 
in conjunction with the financial statements and notes to the financial statements that immediately 
follow this discussion. 
 
Financial Highlights 
 
 The assets and deferred outflows of resources of the Library exceeded its liabilities at the close 

of fiscal year 2022 by $515,048 (net position). Of this amount, $300,569 represents 
unrestricted net position, which may be used to meet the Library’s ongoing obligations to 
citizens and creditors. 
 

 The Library’s total net position decreased by ($72,906). 
 

 As of the close of fiscal year 2022, the Library’s governmental fund (general fund) reported 
combined ending fund balances of $341,915; a decrease of ($64,119) in comparison with the 
prior year. Approximately 11% of this amount ($36,479) is available for spending at the 
Library’s discretion (unassigned fund balance). 
 

 At the end of fiscal year 2022, the unrestricted fund balance (the total of the committed, 
assigned, and unassigned components of fund balance) for the general fund was $317,616, or 
approximately 23% of total general fund expenditures. 
 

Overview of the Financial Statements 
 
This discussion and analysis provided here is intended to serve as an introduction to the Library’s 
basic financial statements. The basic financial statements consist of two primary financial statements: 
The Statement of Net Position concurrently presented with the Governmental Funds Balance Sheet 
and the Statement of Activities concurrently presented with the Governmental Fund Statement of 
Revenues, Expenditures and Changes in Fund Balances. 
 
Government-wide Financial Statements 
 
The government-wide financial statements include the statement of net position and the statement of 
activities and are designed to provide readers with a broad overview of the Library’s finances, in a 
manner similar to a private-sector business.    
 
The statement of net position presents financial information on all of the Library’s assets, liabilities, 
and deferred inflows/outflows of resources, with the difference reported as net position.  Over time, 
increases or decreases in net position may serve as a useful indicator of whether the financial position 
of the Library is improving or deteriorating.  
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Government-wide Financial Statements (continued) 
 
The statement of activities presents information showing how the Library’s net position changed 
during the most recent fiscal year.  All changes in net position are reported as soon as the underlying 
event giving rise to the change occurs, regardless of the timing of related cash flows.  Thus, revenues 
and expenses are reported for some items that will only result in cash flows in future fiscal periods 
(i.e.: earned but unused vacation time). 
 
Fund Financial Statements 
 
The fund financial statements include the governmental balance sheet and the governmental fund 
statement of revenues, expenditures and changes in fund balance and are designed to focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources 
available at the end of the fiscal year. Such information may be useful in assessing the Library’s near-
term financing requirements.  The Library only maintains one governmental fund, the general fund.  
 
The Library adopts an annual appropriated budget for its general fund. A budgetary comparison 
statement has been provided for the general fund to demonstrate compliance with this budget. 
 
Notes to the Financial Statements 
 
The notes provide additional information that is necessary to acquire a full understanding of the data 
provided in the government-wide and fund financial statements.    
 
The notes to the financial statements can be found on pages 13-25 of this report. 
 
Other Information 
 
In addition to the basic financial statements and accompanying notes, this report also presents 
required supplementary information. The general fund schedule of revenues, expenditures, and 
changes in fund balance – budget and actual are presented in this section.  
 
Required supplementary information can be found on pages 27-29 of this report. 
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Kent County Public Library’s Net Position 

2022 2021
Increase/ 

(Decrease)
Current and other assets  $        430,387  $        519,316  $        (88,929)
Capital assets, net            399,055            195,472            203,583 
Total Assets            829,442            714,788            114,654 

Current liabilities            105,519            113,282              (7,763)
Non-current liabilities            208,875              13,552            195,323 
Total Liabilities            314,394            126,834            187,560 

Net Position:
Net invested in capital assets            190,180            195,472              (5,292)
Restricted              24,299              20,782                3,517 
Unrestricted            300,569            371,700            (71,131)
Total Net Position  $        515,048  $        587,954  $        (72,906)

 
Kent County Public Library’s Changes in Net Position 

2022 2021
Increase/ 

(Decrease)
Revenues:
County, State, and Local appropriations 916,251$        813,435$        102,816$        
State and other grants 110,616          124,798          (14,182)           
Fees 2,647              1,540              1,107              
Restricted donations 47,811            28,128            19,683            
Unrestricted donations 6,020              7,823              (1,803)             
Miscellaneous revenue 1,513              1,374              139                 
Total Revenues 1,084,858       977,098          107,760          

Expenses:
Salaries and related costs 819,572          621,324          198,248          
Operating expenditures 173,173          170,669          2,504              
Capital Outlay 74,228            83,188            (8,960)             
Depreciation and amortization 90,791            58,982            31,809            
Total Expenses 1,157,764       934,163          223,601          
Change in Net Position (72,906)$         42,935$          (115,841)$       

  
The Library’s revenues increased by $107,760. This was primarily due to an increase in other County 
funding of $96,926. There was also an increase in restricted donations of $17,710 from the Friends 
of the Library. The Library’s overall expenses increased by $223,601 primarily due to increases in 
salary and related costs of $198,248 as operating has returned to a normal level as we emerged from 
COVID-19 reductions and closures.
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Budgetary Highlights 
 
The Library’s budget is prepared on the modified accrual basis of accounting.  The Library’s original 
budget of $1,053,717 was amended to $1,424,752.  The most significant changes were the addition 
of $255,194 for the new North County and Rock Hall branch location leases and other capital 
purchases and $77,642 for the State on-behalf payment for retirements. In addition, there were 
increases of $21,473 to the Library’s programming expenses, $13,160 for library materials and 
$12,397 for staff development and travel. 
 
Capital Assets 
 
At the end of 2022, the Library had invested $847,714 in a broad range of capital assets including 
equipment, books and media, and Library improvements. This year’s major additions included 
Library and audio-visual materials of $63,408. In addition, with the implementation of GASB 87, the 
library recorded $230,966 in right-to-use leased buildings.  
 
Currently Known Facts, Decisions, or Conditions 
 
Thanks to the diligent work of the Board of Trustees, oversight from the Board’s Finance Committee, 
and the invaluable assistance of the County Finance Department, FY2022 was fiscally stable. 
 
The Executive Director, the Administration Department, and the Board of Trustees Finance 
Committee regularly monitored expenditures to establish a realistic operating budget to maintain and 
enhance library services at all locations in Kent County (Chestertown, North County, and Rock Hall). 
 
Although the Library saw a 14% boost to the overall budget given by the County and received a 
$40,101 refund from LGIT for the sixth consecutive year, the overall net cash position decreased. 
Due to the return to normal operations, increased staffing, and relocation of two branches, the Library 
spent down the reserve fund by $64,119 and saw a net position of $515,048.   

Quarter 1 (July-Sept 2021) 

During the first quarter of FY2022, the branch in Rock Hall was shut down due to environmental 
hazarded deem by the health reporting agency. In Rock Hall, the Library negotiated a 2-year lease 
agreement paying $1,000 per month in rent plus utilities.  

To keep up with the cost of living increases, awarded staff their second cost of living increase at 2.5%.  

Quarter 2 (Oct-Dec 2021) 
 
The Library signed a lease for the North County branch with the terms being $2,000 per month for 
the first five years and predetermined increases over the next five years plus all utilities. The Library 
also received a $25,000 donation from private donors to aid in the capital expenses associated with 
Rock Hall.  
 
Due to staff vacancy, we could give all staff a mid-year bonus for the second year in a row, totaling 
50% of one paycheck per person with min. $500 given to each employee 
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Quarter 3 (Jan-Mar 2022) 

Due to frigid weather, gas to heat up the North County branch cost the Library $1,701.73, almost 
three times our quarterly average bill.  

Based on the increasing needs of the public and to provide more service hours, the Library extended 
hours in Rock Hall to include Fridays.  

For the 7th year, the Library received a $6,500 PNC Grow Up Great Grant to support summer reading 
program initiatives. 

Quarter 4 (Apr-Jun 2022) 

Due to the largely popular and widespread impact of the Summer Reading Program, the Library was 
awarded $4,816 from the Kent County Local Management Board.  

Looking Ahead 

Despite being flat funded for FY23, the Kent County Public Library system is still committed to 
moving forward by utilizing $112,284 of the reserve fund. Moving forward, the Library Board and 
Staff, with support from supporting partners, are looking to spearhead multiple capital projects, 
including Hearse House/Yellow Building and Chestertown branch Meeting Room and Roof, for a 
total investment of almost half a million dollars. Congruently, looking to secure a new location for 
Rock Hall.  

In the upcoming year, the Library is committed to growth and expansion to increase staffing capacity 
by conducting an organizational restructure to offer more hours of service, programs, and direct 
community contact through outreach events. Lastly, KCPL is looking to step further into the digital 
age with a redesigned website that will bolster user engagement, online presence, and circulation of 
library products and services.  

Although costs continue to rise, the financial outlook for the Kent County Public Library system looks 
bright. We have found a renewed purpose, determination to uphold our values, and reaffirmed 
commitment to our vision. KCPL will continue to expand knowledge, strengthen the community, and 
broaden its connections for many years. 

Contacting the Library’s Financial Management 
 
The Library’s financial statements are designed to provide users with a general overview of the 
Library’s finances and to demonstrate the Library’s accountability for the money it receives.  If you 
have any questions about this report or need additional information, contact Arnessa Dowell, 
Executive Director, Kent County Public Library, 408 High Street, Chestertown, Maryland 21620.
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General Governmental
Fund Adjustments Activities

ASSETS
Cash and cash equivalents 374,850$       -$                   374,850$       
Receivables 31,238           -                     31,238           
Prepaids 24,299           -                     24,299           
Capital assets, net of accumulated depreciation

Machinery, equipment and vehicles -                     72                  72                  
Improvements -                     5,115             5,115             
Right to Use -                     206,646         206,646         
Library collections -                     187,222         187,222         

Total Assets 430,387         399,055         829,442         

LIABILITIES
Accounts payable and other accrued liabilities 55,398           -                     55,398           
Intergovernmental payable 280                -                     280                
Due to Kent County 3,108             -                     3,108             
Unearned revenue 29,686           -                     29,686           
Non-current liabilities

Due within one year -                     31,548           31,548           
Due in more than one year -                     194,374         194,374         

Total Liabilities 88,472           225,922         314,394         

FUND BALANCES / NET POSITION
Fund Balances
Nonspendable - prepaids 24,299 (24,299)          -                     
Committed 168,853 (168,853)        -                     
Assigned 112,284 (112,284)        -                     
Unassigned 36,479 (36,479)          -                     
Total Fund Balances 341,915 (341,915)        -                     

Net Position
Net investment in capital assets -                     190,180         190,180         
Restricted -                     24,299           24,299           
Unrestricted -                     300,569         300,569         
Total Net Position -                     515,048$       515,048$       

Total Liabilities and Fund Balance 430,387$       
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Total fund balances - governmental funds 341,915$      

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

Capital assets and library collections used in governmental activities are
not financial resources, and therefore, are not reported in the funds:

Depreciable capital assets:
Machinery, equipment and vehicles 149,280       
Improvements 33,614         
Right-to-use leased buildings 230,966       
Library collections 664,820       

Total capital assets: 1,078,680     

Less accumulated depreciation and amortization (679,625)      
399,055       

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

Leases (208,875)      
Compensated absences (17,047)        

(225,922)      

Net Position of Governmental Activities 515,048$      
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General Governmental
Fund Adjustments Activities

Revenues
Appropriations:

State of Maryland 194,852$        -$                    194,852$        
Kent County 713,899          -                      713,899          
Municipalities 7,500              -                      7,500              

State and other grants 110,616          -                      110,616          
Fees 2,647              -                      2,647              
Donations:

Restricted 47,811            -                      47,811            
Unrestricted 6,020              -                      6,020              

Miscellaneous revenue 1,513              -                      1,513              
Total Revenues 1,084,858       -                      1,084,858       
 
Expenses
Salaries and related costs 816,077          3,495              819,572          
Operating expenditures 168,264          -                      168,264          
Library materials 63,408            (63,408)           -                      
Capital outlay 305,194          (230,966)         74,228            
Debt service 27,000            (22,091)           4,909              
Depreciation and amortization -                      90,791            90,791            
Total Expenses 1,379,943       (222,179)         1,157,764       

Other Financing Sources
Leases 230,966          (230,966)         -                      

Net change in fund balance/net position (64,119)           (8,787)             (72,906)           

Fund balance/net position, beginning of year 406,034          181,920          587,954          

Fund balance/net position, End of Year 341,915$        173,133$        515,048$        
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Net change in fund balances - total governmental funds (64,119)$    

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

Governmental funds report capital outlays and the acquisition of library 
materials as expenditures.  However, in the statement of activities, the 
cost of these assets is allocated over their estimated useful lives and 
reported as depreciation expense or amortization expense.

Capital outlay and library collection 294,374     
Depreciation and amortization expense (90,791)      

203,583     

The issuance of long-term debt (i.e., bonds, leases) provides current 
financial resources to governmental funds, while the repayment of the 
principal of long-term debt consumes the current financial resources of 
governmental funds. Neither transaction, however, has any effect on net 
position. Also, governmental funds report the effect of issuance costs, 
premiums, discounts, and similar items when debt is first issued, wheras 
these amounts are deferred and amortized in the statement of activities:

Other financing sources - Leases (230,966)    
Principal repayments - Leases 22,091       

(208,875)    

Some expenses reported in the statement of activities do not require the 
use of current financial resources and therefore, are not reported as 
expenditures in the governmental funds.

Accrued compensated absences (3,495)        
(212,370)     

Change in Net Position of Governmental Activities (72,906)$     
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

A.  Reporting entity 
 

Kent County Public Library (the “Library”) was formed in 1961 by state legislation as a 
state and local government agency.  The Library is governed by a seven member board of 
trustees appointed by the Kent County Commissioners. Services provided include offering 
Library materials of various types for use by the general public. 
 

B.  Basis of presentation – government-wide financial statements 
 

The government-wide financial statements include the Statement of Net Position and the 
Statement of Activities which present information about the Library as a whole.  All of the 
activities of the Library are classified as governmental. 
 

C.  Basis of presentation – fund financial statements 
 

The fund financial statements include a Balance Sheet and Statement of Revenues, 
Expenditures and Changes in Fund Balances. A fund is defined as a fiscal and accounting 
entity with a self-balancing set of accounts, which are segregated for the purpose of 
carrying on specific activities or attaining certain objectives in accordance with special 
regulations, restrictions or limitations. The Library has one fund and maintains all of its 
activity in that one general fund. 
 

D.  Measurement focus and basis of accounting 
 

The accounting and financial reporting treatment is determined by the applicable 
measurement focus and basis of accounting. Measurement focus indicates the type of 
resources being measured such as current financial resources or economic resources. The 
basis of accounting indicates the timing of transactions or events for recognition in the 
financial statements. 
 
The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting. Revenues are recorded when 
earned and expenses are recorded when a liability is incurred, regardless of the timing of 
related cash flows. Grants and similar items are recognized as revenue as soon as all 
eligibility requirements imposed by the provider have been met.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

D.  Measurement focus and basis of accounting (continued) 
 

The governmental fund financial statements are reported using the current financial 
resources measurement focus and the modified accrual basis of accounting. Revenues are 
recognized as soon as they are both measurable and available. Revenues are considered to 
be available when they are collectible within the current period or soon enough thereafter 
to pay liabilities of the current period. For this purpose, the Library considers revenues to 
be available if they are collected within 60 days of the end of the current fiscal period. 
Expenditures generally are recorded when a liability is incurred, as under accrual 
accounting. However, debt service expenditures, as well as expenditures related to 
compensated absences, and claims and judgments, are recorded only when payment is due. 
General capital asset acquisitions are reported as expenditures in governmental funds. 
Issuance of long-term debt and acquisitions under capital leases are reported as other 
financing sources. 
 
Fees and donations are all considered to be susceptible to accrual and so have been 
recognized as revenues of the current fiscal period.  Expenditure-driven grants are 
recognized as revenue when the qualifying expenditures have been incurred and all other 
eligibility requirements have been met, and the amount is received during the period or 
within the availability period for this revenue source (within 60 days of year end). All other 
revenue items are considered to be measurable and available only when cash is received 
by the Library. 

 
E.  Budgetary information 

 
1. Budgetary basis of accounting 

 
An annual budget is adopted on a basis consistent with generally accepted accounting 
principles for the Library’s general fund. The Library’s director may make transfers of 
appropriations within line items up to $1,000 per month and the Library’s treasurer may 
make transfers of appropriations within line items up to $5,000 per month with the 
exception of personnel expenditures. Transfers of appropriations in excess of $5,000 
require the approval of the Library’s board of trustees. The legal level of budgetary control 
(i.e., the level at which expenditures may not legally exceed appropriations) is the fund 
level. Appropriations lapse at the end of the fiscal year even if they have related 
encumbrances. Encumbrances are commitments related to unperformed (executory) 
contracts for goods or services (i.e., purchase orders, contracts, and commitments). 
Encumbrance accounting is utilized to the extent necessary to assure effective budgetary 
control and accountability and to facilitate effective cash planning and control.   
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

E. Budgetary information (continued) 
 

1. Budgetary basis of accounting (continued) 
 

While all appropriations and encumbrances lapse at year end, valid outstanding 
encumbrances (those for which performance under the executory contract is expected in 
the next year) are re-appropriated and become part of the subsequent year’s budget 
pursuant to state regulations. 
 

F. Assets, liabilities, deferred Outflows/Inflows of Resources, and Net Position/Fund 
Balance 

 
1. Cash and cash equivalents 

 
The Library’s cash and cash equivalents are considered to be cash on hand, demand 
deposits, and short-term investments with original maturities of three months or less 
from the date of acquisition.  The Library follows Local Government §17-101 of the 
Annotated Code of Maryland, which requires that deposits with financial institutions be 
fully collateralized.  Full collateralization is necessary to minimize the risk of loss of a 
deposit in the event of the default of a financial institution.  In addition, this section of 
the law requires that collateral be of the types specified in the State Finance and 
Procurement Article, Section 6-202 of the Code. 
 

2. Prepaid items 
 

Certain payments to vendors reflect costs applicable to future accounting periods and 
are recorded as prepaid items in both the government-wide and fund financial 
statements. The cost of prepaid items is recorded as expenditures/expenses when 
consumed rather than when purchased. 
 

3. Capital assets 
 

Capital assets, which include property, plant, and equipment, are reported in the 
applicable governmental activities’ column in the government-wide financial 
statements. Capital assets are defined by the Library as assets with an initial cost of more 
than $5,000 and an estimated useful life in excess of one year.  Such assets are recorded 
at historical cost or estimated historical cost. Additions, improvements, and other capital 
outlays that significantly extend the useful life of an asset are capitalized. Other costs 
incurred for repairs and maintenance are expensed as incurred. The Library does not 
own the library building as other assets contributed to it from the County.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

F. Assets, liabilities, deferred Outflows/Inflows of Resources, and Net Position/Fund 
Balance (continued)  

 
3. Capital assets (continued) 

 
Depreciation/amortization on all assets is provided on the straight-line basis over the 
following useful lives. 

 
Asset Class                                                   Lives 

 
Right to use buildings          2-10 years 
Building and Improvements                   7-39 years 

     Furniture, fixtures, and equipment          5 -7 years 
 

4. Library collection 
     

The Library collection which includes books, periodicals and audio-visual materials are 
reported in the applicable governmental activities column in the government-wide 
financial statements.  These assets are recorded at historical cost or estimated historical 
cost.  They are amortized over seven years.  Fully amortized assets are removed from 
original cost and accumulated amortization after they have been carried for ten years. 
 

5. 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(s) and so will not be recognized as an outflow of resources 
(expense/expenditure) until then. The Library has no items that qualify for reporting in 
this category.  
 
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(s) and so will not be recognized as an inflow of resources 
(revenue) until that time. The Library has no items that qualify for reporting in this 
category.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

F. Assets, liabilities, deferred Outflows/Inflows of Resources, and Net Position/Fund 
Balance (continued)  

 
6. Net position flow assumption 

 
Sometimes the Library will fund outlays for a particular purpose from both restricted 
(e.g., restricted bond or grant proceeds) and unrestricted resources. In order to calculate 
the amounts to report as restricted – net position and unrestricted – net position in the 
government-wide statements, a flow assumption must be made about the order in which 
the resources are considered to be applied. It is the Library’s policy to consider restricted 
–net position to have been depleted before unrestricted – net position is applied.  
 

7. Fund balance flow assumptions 
 

Sometimes the Library will fund outlays for a particular purpose from both restricted 
and unrestricted resources (the total of committed, assigned, and unassigned fund 
balance). In order to calculate the amounts to report as restricted, committed, assigned, 
and unassigned fund balance in the governmental fund financial statements a flow 
assumption must be made about the order in which the resources are considered to be 
applied. It is the Library’s policy to consider restricted fund balance to have been 
depleted before using any of the components of unrestricted fund balance. Further, when 
the components of unrestricted fund balance can be used for the same purpose, 
committed fund balance is depleted first, followed by assigned fund balance. 
Unassigned fund balance is applied last. 
 

8. Fund balance policies 
 

Fund balance of the governmental fund is reported in various categories based on the 
nature of any limitations requiring the use of resources for specific purposes. 

 
Nonspendable – Amounts that cannot be spent either because they are in a nonspendable form 
or because they are legally or contractually required to be maintained intact. The Library 
reported $24,299 relating to prepaid expenditures in this category.  
  
Restricted – Amounts that can only be spent for specific purposes because of enabling 
legislation, constitutional provisions or externally imposed conditions by grantors, creditors 
or contributors.  The Library did not report any restricted fund balances. 
 
Committed – Amounts that can be used only for specific purposes are determined by formal 
action (adoption or amendment) by the Library Board of Trustees who are the highest level of 
decision making authority.  Once adopted, the limitation imposed by the resolution 
remains in place until a similar action is taken (the adoption of another resolution) to 
remove or revise the limitation.  The Library reported $168,853 of committed fund balance 
comprised of $142,287 in Operating Reserves and $26,566 for Health Care costs. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

F. Assets, liabilities, deferred Outflows/Inflows of Resources, and Net Position/Fund 
Balance (continued)  

 
8. Fund balance policies (continued) 

 
Assigned – Amounts in the assigned fund balance classification are intended to be used 
by the Library for specific purposes but do not meet the criteria to be classified as 
committed. The Library Board of Trustees may assign fund balance as it does when 
appropriating fund balance to cover a gap between estimated revenue and appropriations 
in the subsequent year’s appropriated budget. Unlike commitments, assignments 
generally only exist temporarily. In other words, an additional action does not normally 
have to be taken for the removal of an assignment. Conversely, as discussed above, an 
additional action is essential to either remove or revise a commitment.  The Library 
reported $112,284 of assigned fund balance to be utilized for the FY2023 Budget. 
 
Unassigned – Amounts that are not included in other fund balance classifications.  The Library 
reported $36,479 of unassigned fund balance. 

 
G. Revenues and expenditures/expenses 

 
1. Program revenues 

Amounts reported as program revenues include 1) charges to Library patrons who 
purchase, use, or directly benefit from goods, services, or privileges provided by the 
Library and 2) grants and contributions that are restricted to meeting the operational or 
capital requirements of the Library. 

 
2. Compensated absences 

 
Vacation 
The Library’s policy permits employees to accumulate earned but unused vacation 
benefits, which are eligible for payment upon separation from service. The liability for 
such leave is reported as incurred in the government-wide financial statements. A 
liability for those amounts is recorded in the governmental funds only if the liability has 
matured as a result of employee resignations or retirements.  

 
The liability for compensated absences includes salary-related benefits, where 
applicable.  The total liability for compensated absences as of June 30, 2022 was 
$17,047. 
 
Sick Leave 
 
Accumulated sick leave lapses when employees leave the employ of the Library and, 
upon separation from service, no monetary obligation exists. 
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II. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL 
STATEMENTS 

A. Explanation of Certain Differences Between the Governmental Fund Balance Sheet 
and the Government-Wide Statement of Net Position 
 
The governmental fund balance sheet includes a reconciliation between fund balance - total 
governmental funds and net position - governmental activities as reported in the 
government-wide statement of net position.  Reconciling items include the following: 
 
Capital assets used in governmental activities are not financial resources, and therefore, are 
not reported in the funds. 
 
Long-term liabilities, including bonds payable, are not due and payable in the current 
period and therefore are not reported in the funds. 
 
Detail of these reconciling transactions can be found on page 10. 

B. Explanation of Certain Differences Between the Governmental Fund Statement Of 
Revenues, Expenditures, and Changes in Fund Balances and the Government-Wide 
Statement of Activities 
 
The governmental fund statement of revenues, expenditures, and changes in fund balances 
includes reconciliation between net changes in fund balances - total governmental fund 
and changes in net position of governmental activities as reported in the government-wide 
statement of activities.  Reconciling items include the following. 
  
The governmental fund report capital outlays as expenditures. However, in the statement of 
activities, the cost of these assets is allocated over their estimated useful lives and reported as 
depreciation/amortization expense.  

 
The net effect of various miscellaneous transactions involving capital assets (i.e., sales and 
donations) is to increase net position. 
 
Some expenses reported in the statement of activities do not require the use of current financial 
resources and, therefore, are not reported as expenditures in the governmental fund. 
 
Detail of these reconciling transactions can be found on page 12. 
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III. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS 
 

A. Cash Deposits with Financial Institutions and Investments 
 
Custodial credit risk-deposits. In the case of deposits, this is the risk that in the event of a 
bank failure, the Library’s deposits may not be returned to it.  None of the Library’s 
deposits are exposed to custodial credit risk. The Library maintains two bank accounts at 
PNC Bank and one at People’s Bank. As of June 30, 2022, the carrying amount of the 
Library’s deposits was $374,850, the bank balance in the checking account was $140,594, 
the bank balance in the money market account was $31,237 and the bank balance in the 
savings account was $218,736, all of which is insured by the Federal Deposit Insurance 
Corporation. 
 

B. Receivables 
 
The Library had the following receivables at June 30, 2022: 
 

Receivable From Amount
Eastern Shore Regional Library Grant  $         23,001 
LBM               4,816 
Maryland State Retirement Pension System 1,821             
PNC Foundation 1,600             
Total 31,238$         

             
The Library does not have any allowance for doubtful accounts related to the above 
receivables. The Library expects to receive all of the receivables listed above within one 
year. 

 
C. Capital Assets 

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

Beginning 
Balance Increases Decreases

Ending  
Balance

Computers & equipment 90,804$      -$               -$               $      90,804 
Furniture & fixtures          58,476 -                 -                         58,476 
Library improvements          33,614 -                 -                         33,614 
Right-to-use leased buildings                    - 230,966     -                       230,966 
Less: accumulated depreciation/amortization 177,220      24,807       -                202,027      
Net Capital Assets 5,674$        206,159$   -$              211,833$    
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III. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS (continued) 
 

D.   Library Collection 
 
Library collections and related accumulated amortization activity for the year ended June 
30, 2022 was as follows: 

Beginning 
Balance Increases Decreases

Ending  
Balance

Capital assets 642,285$    63,408$     (40,873)$   664,820$    
Less: accumulated depreciation 452,487      65,984       (40,873)     477,598      
Net Library Collection 189,798$    (2,576)$      -$              187,222$    

 
    E.   Accrued liabilities 

Accrued liabilities reported by the Library at June 30, 2022 were as follows: 
 

Accrued Liability Amount
Payroll                $             24,116 
Unemployment Obligation                   5,000 
Total Accrued Liabilities 29,116$              

 
F.  Pension obligation 

 
Plan Description. All full-time personnel employed in a Library position participate in the 
Teachers' Retirement System or the Teachers' Pension System of the State of Maryland. All 
other eligible permanent employees excluded above are enrolled in the Maryland State 
Employees' Retirement System or the Employees' Pension System.  
 
These systems are part of the Maryland State Retirement and Pension System (the State 
System), and are cost-sharing multiple-employer public employee retirement systems.  The 
State System provides pension, death and disability benefits to plan members and 
beneficiaries.  
 
The retirement plans are administered by the State Retirement Agency (the Agency).  
Responsibility for the administration and operation of the State System is vested in a seven-
member Board of Trustees. The State System was established by the State Personnel and 
Pensions Article of the Annotated Code of Maryland.  The Agency issues a publicly 
available financial report that includes basic financial statements and required 
supplementary information for the State System. The report may be obtained by writing to 
the State Retirement and Pension System of Maryland, 120 East Baltimore Street, 
Baltimore, Maryland 21202, or by calling 410-625-5555. 
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III. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS (continued) 
   
F.  Pension obligation (continued) 

 
Funding Policy. The State Personnel and Pensions Article requires active members to 
contribute to the State System at a percentage of their covered salary depending upon the 
retirement option selected. The State funds substantially all the employer's annual 
contributions. The Library has no contingent liability for funding deficits in the system 
should such occur.    
 
On-behalf payments made by the State of Maryland that represent contributions to a pension 
plan for which the employer government is not legally responsible for were as follows: 
 

For the 
Year Ended

Annual 
Pension Cost

% of APC 
Contributed

Net Pension 
Obligation

2020 82,363$          100% -                     
2021 82,868            100% -                     
2022 77,642            100% -                     

   
G.  Risk management  

 
The Library is exposed to various risks of loss related to torts: theft of, damage to, and 
destruction of assets; errors and omissions; and natural disasters. The Library is covered 
under Kent County’s commercial insurance, with the exception of unemployment insurance.   

 
For property, general, excess and environmental liability coverage, the County is a member of the 
Maryland Local Government Insurance Trust (LGIT).  This trust is a public entity risk pool, which 
is owned and directed by the local governments that subscribe to its coverage’s and operates under 
the terms of a Trust Agreement. 

 
The Library is fully insured for worker's compensation through the Injured Worker's 
Insurance Fund of Maryland. No insurance settlement has exceeded the coverage to date.  The 
Library maintains a $5,000 reserve against potential future unemployment claims. 
 

H.  Leases 
 
The Library is a lessee for noncancellable leases of office space. The Library recognizes lease 
liabilities and intangible right‐to‐use leased assets (leased assets) in the government‐wide financial 
statements. 
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III. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS (continued) 
 

H.  Leases (continued) 
 

At the commencement of a lease, the Library initially measures the lease liability at the 
present value of payments expected to be made during the lease term. Subsequently, the 
lease liability is reduced by the principal portion of lease payments made. The leased asset 
is initially measured as the initial amount of the lease liability, adjusted for lease payments 
made at or before the lease commencement date, plus certain initial direct costs. 
Subsequently, the leased asset is amortized on a straight‐line basis over the shorter of the 
lease term or the useful life of the underlying asset. 
 
Key estimates and judgments related to leases include how the Library determines (1) the 
discount rate it uses to discount the expected lease payments to present value, (2) lease term, 
and (3) lease payments. 
 
The Library uses the interest rate charged by the lessor as the discount rate. When the 
interest rate charged by the lessor is not provided, the Library generally uses its estimated 
incremental borrowing rate as the discount rate.   
 
The lease term includes the noncancellable period of the lease. Lease payments included in 
the measurement of the lease liability are composed of fixed payments and purchase option 
price that the Library is reasonably certain to exercise. In determining the lease term, 
management considers all facts and circumstances that create an economic incentive to 
exercise an extension option, or not exercise a termination option. Extension options (or 
periods after termination options) are only included in the lease term if the lease is 
reasonably certain to be extended (or not terminated). 
 
The Library monitors changes in circumstances that would require a remeasurement of its 
leases and will remeasure the leased asset and liability if certain changes occur that are 
expected to significantly affect the amount of the lease liability.  
 
Leased assets are reported with other capital assets and lease liabilities are reported with 
long‐ term debt on the statement of net position.  
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III. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS (continued) 
 

H.   Leases (continued) 
 

I.   Long term liabilities  
 
Changes in the government’s long term liabilities for the year ended June 30, 2022, are as 
follows:  
 

Balance   
July 1, 2021 Additions Reductions

Balance        
June 30, 2022

Due Within 
One Year

Lease payable -$              230,966$    (22,091)$    208,875$         30,237$        
Compensated absences 13,552       31,131       (27,696)      17,047            1,311            
Long-term liabilities 13,552$     262,097$    (49,787)$    225,922$         31,548$        

 

 

The assets acquired through leases are as follows:

Asset:
Right to use - Leased Building 230,966$          
Less: Accumulated Amortization (24,320)            

Total 206,646$          

 
I. Long term liabilities (continued) 
     

 

The future principal and interest lease payments as of June 30, 2022, were as follows:

Year Ending Principal Interest Total
2023 30,237$            5,763$              36,000$            
2024 22,044              4,956                27,000              
2025 19,631              4,369                24,000              
2026 20,228              3,772                24,000              
2027 20,843              3,697                24,540              

2028-2032 95,892              16,810              112,702            
Total 208,875$          39,367$            248,242$          

 
J. Short term debt 
 

During 2022, the Library continued their $25,000 line of credit agreement with PNC Bank 
for operating needs. The agreement no longer has an expiration date. There has been no 
activity on the credit line during the year and the balance remains at $0. 
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III. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS (continued) 
 

K. Contingencies 
 

The Library receives a substantial amount of its support from the local and state government. 
A significant reduction in the level of support, if this were to occur, may have an effect on 
the Library's programs and activities. 
 
The Library is the recipient of various State and other grants. The Library may be under 
obligation to repay these grant funds if upon final review by the respective granting 
agencies, the funds expended did not meet the established program objectives. Management 
is not aware of any repayment requests affecting these financial statements. 
 

L. New Accounting Standards 
 

The Library has adopted GASB Statement No. 87, Leases. This GASB Statement 
establishes a single model for lease accounting based on the foundational principle that 
leases are financings of the right to use an underlying asset. A lease is defined as a contract 
that conveys control of the right to use another entity’s nonfinancial asset as specified in the 
contract for a period of time in an exchange or exchange-like transaction. The required 
changes are reflected in the Library’s financial statements and notes to those statements. 
Adoption of the new standard resulted in the recording of an intangible right to use asset 
and lease payable during fiscal year 2022 for $230,966.   
 
The GASB has issued Statement No. 101, Compensated Absences, which will require 
adoption in the future, if applicable. The Library will be analyzing the effect of this 
pronouncement and plans to adopt it, as applicable, by its effective date.  



 

 

REQUIRED SUPPLEMENTARY INFORMATION 
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` Actual Variance with
Original Final Amounts Final Budget

REVENUES
Appropriations:

State of Maryland 117,210$      194,852$      194,852$      -$                  
Kent County 713,899        713,899        713,899        -                    
Municipalities 2,500            2,500            7,500            5,000            

State and other grants 89,000          110,616        110,616        -                    
Fees 7,800            7,800            2,647            (5,153)           
Donations - restricted 7,000            47,811          47,811          -                    
Donations - unrestricted 4,800            4,800            6,020            1,220            
Miscellaneous revenue 3,550            3,550            1,513            (2,037)           
Other financing - leases -                    230,966        230,966        -                    
Total Revenues 945,759$      1,316,794$   1,315,824$   (970)$            
 

Budgeted Amounts
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Actual Variance with
Original Final Amounts Final Budget

EXPENDITURES
Salaries and related costs

Gross salaries 616,836$      616,836$      601,153$      15,683$        
Payroll taxes 43,179          44,555          44,555          -                    
Health insurance 141,192        114,378        92,727          21,651          
State on-behalf payments for retirements -                    77,642          77,642          -                    

Total salaries and related costs 801,207        853,411        816,077        37,334          

Operating expenditures
Accounting services 13,290          13,472          13,412          60                 
Copiers 12,000          10,395          10,395          -                    
Software maintenance 4,000            4,000            3,206            794               
Library programing 15,000          36,473          35,494          979               
Building repairs and security 5,150            7,108            7,108            -                    
Utilities 29,800          31,502          30,299          1,203            
Telecommunications 6,000            9,742            9,742            -                    
Staff development and travel 21,000          33,398          33,398          -                    
Postage 2,000            2,000            1,791            209               
Supplies 6,500            7,833            7,833            -                    
Equipment -                    -                    -                    -                    
Insurance 6,800            6,800            4,965            1,835            
Rent 20,750          34,573          34,573          -                    
Capital outlay 50,000          305,194        305,194        -                    
Miscellaneous 7,970            3,443            3,048            395               

Total operating expenditures 200,260        505,933        500,458        5,475            

Library materials
Books 33,250          43,155          43,155          -                    
Periodicals 9,000            7,442            5,442            2,000            
Audio/visual 10,000          14,811          14,811          -                    

Total library materials 52,250          65,408          63,408          2,000            

Total expenditures 1,053,717     1,424,752     1,379,943     44,809          

Excess of expenditures over revenues (107,958)       (107,958)       (64,119)         43,839          

Fund balance - beginning 406,034        406,034        406,034 -                    

Fund Balance - Ending 298,076$      298,076$      341,915$      43,839$        

Budgeted Amounts
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2022 2021 2020 2019 2018 2017 2016
Library's Proportion of the

MSRPS Net Pension Liability 0% 0% 0% 0% 0% 0% 0%

Library's proportionate share of the MSRPS 
Net Pension Liability -$                -$                -$                -$                -$                -$                -$                

State's Proportionate Share of the MSRPS
Net Pension Liability Associated with the Library 564,192$    868,219$    809,296$    837,601$    831,890$    913,685$    727,167$    

Library's covered-employee payroll 564,794$    429,593$    500,917$    513,688$    479,076$    478,353$    467,832$    

Fund's Proportionate Share of the Net Pension Liability 
as a Percentage of its Covered-employee Payroll 0% 0% 0% 0% 0% 0% 0%

Plan Fiduciary Net Position as a Percentage of the Total
Pension Liability 81 84% 70 72% 72 34% 71 18% 69 38% 65 79% 68 78%
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH  
GOVERNMENT AUDITING STANDARDS 

 
 
To the Board of Trustees of  
Kent County Public Library  
Chestertown, Maryland  
 
We have audited, 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, the financial statements of the 
Kent County Public Library (the 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, and have issued our report thereon dated October 25, 2022.  
 
Report on Internal Control over Financial Reporting  
 
In planning and performing our audit of the financial statements, we considered the Library’s 
internal controls over financial reporting (internal controls) to determine the audit procedures that 
are appropriate in the circumstances for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the Library’s 
internal controls. Accordingly, we do not express an opinion on the effectiveness of the Library’s 
internal controls.  
 
A deficiency in internal controls exists when the design or operation of a control does not allow 
management or employees in the normal course of performing their assigned functions, to prevent, 
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal controls, 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 controls that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance.  
 
Our consideration of internal controls over financial reporting was for the limited purpose 
described in the first paragraph of this section and was not designed to identify all deficiencies in 
internal controls that might be material weaknesses or significant deficiencies. Given these 
limitations, during our audit we did not identify any deficiencies in internal controls that we 
consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
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Report on Compliance and Other Matters  
 
As part of obtaining reasonable assurance about whether the Library’s financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an 
opinion on compliance with those provisions was not an objective of our audit and, accordingly, 
we do not express such an opinion. The results of our tests disclosed no instances of noncompliance 
or other matters that are required to be reported under Government Auditing Standards.  
 
Purpose of this Report  
 
The purpose of this report is solely to describe the scope of our testing of internal controls and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal controls 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 controls and 
compliance. Accordingly, this communication is not suitable for any other purpose.  
 
 
 
Owings Mills, Maryland  
October 25, 2022 
 




