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Independent Auditors’ Report 
 
 
Board of Trustees 
Charleston County Library,  
a Component Unit of Charleston County 
Charleston, South Carolina 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the discretely presented 
component unit, the major fund, and the aggregate remaining fund information of the Charleston County 
Library, a Component Unit of Charleston County, South Carolina, (the Library) as of and for the year ended 
June 30, 2016, and the related notes to the financial statements, which collectively comprise the basic financial 
statements of the Library’s primary government as listed in the table of contents.   
 
Management’s Responsibility 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; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit.  We did not audit the 
financial statements of Friends of the Charleston County Library, which represents 100% of the assets, net 
assets, and revenues of the discretely presented component unit.  Those statements were audited by other 
auditors whose report has been furnished to us, and our opinion, insofar as it relates to the amounts included for 
Friends of the Charleston County Library, is based solely on the report of the other auditors.  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.  Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement.  The financial statements of Friends 
of the Charleston County Library, the discretely presented component unit, were not audited in accordance with 
Government Auditing Standards. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements.  The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error.  In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements 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 entity’s internal control.  Accordingly, we express no 
such opinion.  An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management as well as evaluating the overall 
presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 
 
Summary of Opinions 

 

Opinion Unit Type of Opinion 
Governmental Activities Unmodified 
Discretely Presented Component Unit Unmodified 
Governmental Fund – General Unmodified 
Aggregate Remaining Fund Information Unmodified 

 
 
Opinions 

In our opinion, based on our audit and the report of other auditors, the financial statements referred to above 
present fairly, in all material respects, the respective financial position of the governmental activities, the discretely 
presented component unit, the major fund, and the aggregate remaining fund information, of the Charleston 
County Library, a Component Unit of Charleston County, South Carolina, as of June 30, 2016, 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. 
 
Restatement 

As discussed in Note II.F. to the financial statements, in 2016 the Library corrected an understatement of capital 
assets.  Our opinion is not modified with respect to this matter. 

 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Budgetary Comparison Schedule, Notes to the Budgetary Comparison Schedule, 
Schedule of the Library’s Proportionate Share of the Net Pension Liability, and the Schedule of the Library’s 
Contributions on pages 4-14, 48-49, and 50-51 respectively, be presented to supplement the basic financial 
statements.  Such 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.  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. 
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated September 27, 2016, 
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 to describe the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing and not to provide an opinion on internal control over financial reporting or on compliance.  
That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Library’s internal control over financial reporting and compliance. 
 

 
Summerville, South Carolina 
September 27, 2016 



 

 

 
 
 
 
 
 
 
 
 
 

REQUIRED SUPPLEMENTARY INFORMATION 
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Management of the Charleston County Library, a Component Unit of Charleston County, South Carolina, (the 
Library) presents the following narrative overview of the financial activities of the Library for the fiscal year ended 
June 30, 2016.  This information should be considered in conjunction with the Library’s financial statements which 
follow this section. 
 
FINANCIAL HIGHLIGHTS 
 

 The liabilities and deferred inflows of resources of the Library exceeded its assets and deferred outflows 
of resources at the close of the most recent fiscal year by $9,594,027 (deficit net position).  Of this 
amount, $13,030,419 represents negative unrestricted net position. 

 The Library implemented Governmental Accounting Standards Board (GASB) Standard No. 68, 
Accounting and Financial Reporting for Pensions, during fiscal year 2015.  GASB No. 68 required the 
Library to record its proportionate share of the state retirement system’s net pension liability.  The net 
pension liability at June 30, 2016 of $15,393,713 created negative net position for the Library. 

 Current year activity increased the Library’s total net position by $82,828.  This is due primarily to receipt 
of SC Education Lottery Funding, increased County appropriation, and additional pension expense 
related to implementation of GASB No. 68 offset by savings related to personnel vacancies. 

 Net position at June 30, 2015 was restated due to a change in the capitalization of certain processing 
charges related to library collection items.  See Note II.B. to the financial statements. 

 At the close of the current fiscal year, the Library’s governmental funds reported combined fund balances 
of $2,163,409, an increase of $590,128 in comparison with the prior year.  Approximately 53 percent of 
the fund balance amount ($1,150,027) is available for spending at the Library’s discretion (unassigned 
fund balance). 

 At the end of the current fiscal year, unrestricted fund balance (the total of committed, assigned, and 
unassigned components of fund balance) for the general fund was $1,564,499, or approximately 10 
percent of total general fund expenditures. Total general fund balance of $2,055,392 was approximately 
13 percent of expenditures. 

 Governmental funds operating expenditures were $908,788 less than budgeted.  This was primarily due 
to timing of information resource acquisitions and significant personnel vacancies, including the Executive 
Director for five months of the fiscal year. 

 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis are intended to serve as an introduction to the Library’s basic financial statements. 
The Library’s basic financial statements consist of three components:  government-wide financial statements, 
fund financial statements, and notes to the financial statements.  This report also contains additional required 
supplementary information intended to support the basic financial statements themselves.  These components 
are described below: 
 
Government – Wide Financial Statements 
 
The government-wide financial statements are designed to provide readers with a broad overview of the Library’s 
finances in a manner similar to a private-sector business.  The statements provide both short-term and long-term 
information about the Library’s financial position which assists in assessing the Library’s economic condition at 
the end of the fiscal year.  These are prepared using the flow of economic resources measurement focus and the 
accrual basis of accounting.  This basically means they follow methods that are similar to those used by most 
businesses.  They take into account all revenues and expenses connected with the fiscal year, even if cash 
involved has not been received or paid. 
 
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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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 in this 
statement for some items that will not result in cash flows until future fiscal periods (such as earned but unused 
vacation leave). This statement also presents a comparison between direct expenses and program revenues for 
the Library. 
 
Both of the government-wide financial statements distinguish functions of the Library that are principally 
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are 
intended to recover all or a significant portion of their costs through user fees and charges (business-type 
activities).  All of the operations of the Library are considered governmental activities and are supported primarily 
by intergovernmental revenues.  The Library does not have any business-type activities. 
 
The government-wide financial statements include not only the Library itself (known as the primary government), 
but also a legally separate non-profit organization for which the Library is financially accountable.  Financial 
information for this component unit is reported separately from the financial information presented for the primary 
government itself. 
 
Because of the nature and significance of the relationship between the Library and the Friends of the Charleston 
County Library (the Friends), the Friends is determined to be a discretely presented component unit within the 
financial statements of the Library for 2016. 
 
The government-wide financial statements can be found immediately following this discussion and analysis. 
 
Fund Financial Statements 
 
A fund is a grouping of related accounts that is used to maintain control over resources that have been 
segregated for specific activities or objectives.  The Library, like other state and local governments, uses fund 
accounting to ensure and demonstrate compliance with finance-related legal requirements.  The fund financial 
statements focus on individual parts of the Library government, reporting the Library’s operations in more detail 
than the government-wide statements.  All of the funds of the Library are governmental funds. 
 
Governmental funds – Governmental funds are used to account for essentially the same functions reported as 
governmental activities in the government-wide financial statements.  However, unlike the government-wide 
financial statements, the governmental fund financial statements focus on near-term inflows and outflows of 
spendable resources as well as on the balances of spendable resources available at the end of the fiscal year. 
Such information may be useful in evaluating a government’s near-term financing requirements.  This approach is 
known as using the flow of current financial resources measurement focus and the modified accrual basis of 
accounting.  These statements provide a detailed short-term view of the Library’s finances that assists in 
determining whether there will be adequate financial resources available to meet the current needs of the Library.   
 
Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is 
useful to compare the information presented for governmental funds with similar information presented for 
governmental activities in the government-wide financial statements.  By doing so, readers may better understand 
the long-term impact of the government’s near-term financing decisions.  Both the governmental fund balance 
sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a 
reconciliation to facilitate this comparison between governmental funds and governmental activities.  These 
reconciliations are presented on the face of the governmental fund financial statements. 
 
The Library maintains four individual governmental funds.  Information is presented separately in the 
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and 
changes in fund balances for the general fund and the other nonmajor funds. 
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The Library adopts an annual appropriated budget for its general fund.  A budgetary comparison schedule has 
been provided as Required Supplementary Information to demonstrate compliance with this budget. 

 
The governmental funds financial statements can be found immediately following the government-wide 
statements.   
 
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 the fund financial statements.  The notes to the financial statements can be found 
immediately following the fund financial statements. 
 
Required Supplementary Information  

 
The basic financial statements are followed by a section of required supplementary information.  This section 
includes a budgetary comparison schedule which includes both the original and final budget of the Library along 
with actual results of operations.  It also includes a schedule of the Library’s proportionate share of the net 
pension liability of the South Carolina Retirement System as well as a schedule of the Library’s contributions to 
the South Carolina Retirement System for the last ten years. 
 
GOVERNMENT – WIDE OVERALL FINANCIAL ANALYSIS 
 
Net Position 
 
As noted earlier, net position may serve over time as a useful indicator of a government’s financial position.  In the 
case of the Library, liabilities and deferred inflows of resources exceeded assets and deferred outflows by 
$9,594,027 (net position) at the close of the most recent fiscal year. 
 

CHARLESTON COUNTY LIBRARY’S NET POSITION 
 

2016 2015*
Current and other assets 2,964,855$     2,322,623$     
Capital assets 3,463,143       3,571,437       

Total assets 6,427,998       5,894,060       

Deferred outflows of resources 1,489,037       1,213,208       

Other Liabilities 801,446         749,342          
Long-term liabilities outstanding 1,288,374       1,309,793       
Net pension liability 15,393,713     13,579,832     

Total liabilities 17,483,533     15,638,967     

Deferred inflows of resources 27,529           1,145,156       

Net position:
Net investment in capital assets 3,328,375       3,404,654       
Restricted 108,017         64,060            
Unrestricted (13,030,419)    (13,145,569)    

Total net position (9,594,027)$    (9,676,855)$    

* Net position w as restated for f iscal year 2015 by $554,009 due to a change in capitalization of library material processing charges.  See 
Note II.B.

By far, the largest portion of the Library’s net position (135.8 percent) reflects negative unrestricted net position 
due to the Library’s proportionate share of the net pension liability of the South Carolina Retirement System. 
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Net investment in capital assets (e.g., library materials, furniture, fixtures, and equipment), less any related 
outstanding debt that was used to acquire those assets, is included in net position.  The Library uses these capital 
assets to provide services to citizens.  Accordingly, these assets are not available for future spending.  Although 
the Library’s investment in capital assets is reported net of related debt, it should be noted that the resources 
used to repay this debt must be provided from other sources since the capital assets themselves cannot be used 
to liquidate these liabilities. 
 
An additional portion, $108,017, of the Library’s net position represents resources that are subject to external 
restrictions on how they may be used (restricted net position). 
 
At the end of the current fiscal year, the Library is unable to report positive balances in all reported categories of 
net position.  This was due to the Library’s proportionate share of the South Carolina Retirement Systems net 
pension liability. 
 
             

 
 
The Library’s overall net position increased $82,828 from the prior fiscal year.  The reasons for this overall 
increase are discussed in the following section. 
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Changes in Net Position 
 
During the current fiscal year, net position of the Library increased $82,828 from the prior fiscal year.  This 
increase is equivalent to the excess of revenues over expenditures for the current fiscal year.  Key elements of 
this increase are as follows: 
 

 Personnel costs increased by $143,909 primarily due to pension expense related to the Library’s 
proportionate share of the South Carolina Retirement Systems net pension liability offset by savings 
related to personnel vacancies. 

 Information technology spending increased $72,011 due to annualizing additional computer lease 
payments. 

 Building repairs and maintenance increased $32,995 due to costs and repairs related to aging facilities. 

 Notable increases in program revenues were $322,305 in county appropriation and $13,876 in Education 
Lottery receipts from the State of South Carolina. 

 Insurance proceeds of $35,406 were received for flooding at the Poe library branch. 
 
For the most part, increases in expenses closely paralleled inflation and growth in demand for services. 
 
 

CHARLESTON COUNTY LIBRARY’S CHANGES IN NET POSITION 
 

2016 2015

Revenues:

Program revenues

Charges for services 479,201$          485,275$      

Operating grants and contributions 15,403,716       15,071,240    

Capital grants and contributions 558,971            545,095        

Total revenues 16,441,888      16,101,610  

Expenses:

Personnel services 10,965,403       10,821,488    

Purchased services and materials 3,669,415         3,741,958     
Depreciation 1,724,242        1,732,534   

Total expenses 16,359,060      16,295,980  

Increase (decrease) in net position 82,828             (194,370)       

Net position - beginning of year (restated) (9,676,855)        (9,482,485)    

Net position - end of year (9,594,027)$      (9,676,855)$   

* Purchased services and materials and depreciation w ere restated for fiscal year 2015 due to a change in capitalization of
library material processing charges. See note II. B.
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The majority of the Library’s revenues is made up of operating grants from Charleston County and the State of 
South Carolina through the State Library.  The share of revenue sources has remained consistent from year to 
year. 
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Personnel costs represent the largest share of the Library’s expenses.  This has remained consistent from year to 
year. 
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FINANCIAL ANALYSIS OF THE LIBRARY’S FUNDS 
 
As noted earlier, the Library uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements. 
 
The focus of the Library’s governmental funds is to provide information on near-term inflows, outflows, and 
balances of spendable resources.  Such information is useful in assessing the Library’s financing requirements.  
In particular, unassigned fund balance may serve as a useful measure of a government’s net resources available 
for discretionary use as they represent the portion of fund balance which has not yet been limited to use for a 
particular purpose by either an external party, the Library itself, or a group or individual that has been delegated 
authority to assign resources for particular purposes by the Charleston County Library Board of Trustees. 
 
At June 30, 2016, the Library’s governmental funds reported combined fund balances of $2,163,409, an increase 
of $554,722 in comparison with the prior year.  Approximately 53 percent of total fund balance ($1,150,027) 
constitutes unassigned fund balance which is available for spending at the Library Board’s discretion.  Assigned 
fund balance of $414,472 represents 19 percent of the total.  This is assigned to finance a portion of the fiscal 
year 2017 budget. Restricted fund balance of $108,017 has limitations imposed by contributors and can only be 
used for specific purposes.  The remainder of fund balance is nonspendable to indicate that it is not available for 
new spending because it has already been spent for inventory of supplies and prepaid items. 
 

 
 
The general fund is the chief operating fund of the Library.  At the end of the current fiscal year, unassigned fund 
balance of the general fund was $1,150,027, and assigned fund balance was $414,472, while the total fund 
balance was $2,055,392.  As a measure of the general fund’s liquidity, it may be useful to compare both 
unassigned and assigned fund balances and total fund balance to total fund expenditures.  Unassigned and 
assigned fund balance represents 10.0 percent, (up from 8.2 percent in 2015), of total general fund expenditures, 
while total fund balance represents 13.1 percent, (up from 9.5 percent in 2015), of that same amount.  
Unassigned and assigned fund balances are combined for this analysis because 100 percent of the assigned 
fund balance is designated to finance fiscal year 2017 expenditures. 
 
The Library’s general fund balance increased $546,171 during the current fiscal year.  The increase was primarily 
due to an increase in the County appropriation and Education Lottery receipts along with significant personnel 
vacancies, including the Executive Director position for five months of the fiscal year. 
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GOVERNMENTAL FUNDS BUDGETARY HIGHLIGHTS 
 
Original Budget Compared to Final Budget 
 
Over the course of the year, the Library Board of Trustees amended the Library budget due to a change in County 
policy to discontinue including funding of County owned vehicles used in Library operations in the Library’s 
budget. This resulted in a reduction of $90,000 in the Library’s capital outlay budget. 
 
Final Budget Compared to Actual Results 
 
Actual revenues were $154,048, or 1 percent, greater than estimated revenues.  The most significant difference 
was the unexpected receipt of $121,210 in funding from the State’s Education Lottery Unclaimed Funds program. 
 
Total actual expenditures were $908,788, or 5.5 percent, less than the final budget. Personnel costs were 
$460,651 under budget due to significant vacancies, including the Executive Director position for five months of 
the fiscal year. Information resources were $295,800 under budget primarily due to timing of planned new 
services.  Several other expenditure categories had spending levels less than forecasted. 
 

CAPITAL ASSET AND DEBT ADMINISTRATION 
 

Capital Assets  
 
The Library’s investment in capital assets as of June 30, 2016, amounts to $3,463,143 (net of accumulated 
depreciation).  This investment in capital assets includes equipment, furnishings, and library materials.  The total 
decrease in the Library’s investment in capital assets for the current fiscal year was 3.0 percent. 
 
 

CHARLESTON COUNTY LIBRARY’S CAPITAL ASSETS 
(Net of depreciation) 

 

 

2016
2015 

(restated)
Equipment and furnishings 152,896$    177,804$    
Library materials 3,299,247   3,382,633   
Artwork (not subject to depreciation) 11,000        11,000       

Total 3,463,143$  3,571,437$ 

 
Major capital asset events during the current fiscal year included the following: 
 

 Prior year library materials were restated to include charges paid to vendors for preparing materials for 
inclusion in the Library’s collection. 

 Additional library materials were acquired for $1,597,351, while materials totaling $6,331,418 with 
accumulated depreciation of $6,331,418 were removed. 

 Computer network equipment was for $18,597. 

 Depreciation expense of $1,724,242 was recognized in the government-wide financial statements.  
 
Additional information on the Library’s capital assets can be found in the notes immediately following the fund 
financial statements. 
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Long-Term Debt 
 
At the end of the fiscal year, the Library had total long-term debt of $1,288,374.  This debt consisted of 
compensated absences and capital leases as shown below. 
 

CHARLESTON COUNTY LIBRARY’S OUTSTANDING DEBT 
 

2016 2015
Compensated absences 1,153,606$   1,143,010$   
Capital leases 134,768       166,783       

Total 1,288,374$   1,309,793$   

 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET 
 
The following economic factors currently affect the Library and were considered in developing the 2016-2017 
fiscal year budget. 
 

 The county appropriation is expected to be 2.8 percent, or $423,164, greater than fiscal year 2016. 

 State aid will increase for fiscal year 2017 from $1.25 per capita to $1.50, or $525,313. 

 Education Lottery funding is not expected. 

 Total budgeted expenditures are 2.4 percent greater than 2016.  Primary increases are employee 
benefits and information technology projects. 

 A referendum passed in November 2014 for an expansion and renovation of Library facilities.  Two new 
positions are funded for the second half of fiscal year 2017.  Significant increases are anticipated for the 
fiscal year 2018 budget. 

 
At June 30, 2016, the unrestricted fund balance in the general fund was $1,564,499.  The Board of Trustees has 
assigned $414,472 of the fund balance of the general fund to maintain the Library’s current level of service for 
fiscal year 2017. 
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide a general overview of the Library’s finances and demonstrate the 
Library’s accountability for the money it receives.  Questions concerning any of the information provided in this 
report or requests for additional financial information should be addressed to the Finance Director, Charleston 
County Library, 68 Calhoun Street, Charleston, SC  29401. 
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Governmental
Activities

ASSETS 
Cash and cash equivalents 2,370,827$    
Receivables 103,135
Inventory of supplies 38,409
Prepaid expenditures 452,484
Capital assets

Artwork and other non-depreciable assets 11,000
Other capital assets, net of accumulated depreciation 3,452,143

 
Total assets 6,427,998      

DEFERRED OUTFLOWS OF RESOURCES
Pension contributions made subsequent to measurement date 796,308
Differences between expected and actual experience 692,729

 
Total deferred outflows of resources 1,489,037      

 
LIABILITIES   

Accounts payable 336,311         
Accrued payroll, benefits, and payroll taxes payable 451,088         
Unearned revenues 14,047           
Long-term liabilities

Due within one year 37,096
Due in more than one year 1,251,278

Net pension liability 15,393,713

Total liabilities 17,483,533    
 

DEFERRED INFLOWS OF RESOURCES
Net differences between projected and actual earnings on pension plan investments 27,529

 
Total deferred inflows of resources 27,529           

 
NET POSITION  

Net investment in capital assets 3,328,375
Restricted for special programs 108,017         
Unrestricted (13,030,419)   

TOTAL NET POSITION (9,594,027)$   
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Governmental
Activities

EXPENSES
Personnel services - salaries, wages,   
  and employee benefits 10,965,403$   
Purchased services and materials 3,669,415
Depreciation 1,724,242

 
Total expenses 16,359,060     

PROGRAM REVENUES
Charges for services 479,201         
Operating grants and contributions 15,403,716     
Capital grants and contributions 558,971         

Total program revenues 16,441,888     

Net program expense (82,828)          

Change in net position 82,828           

NET POSITION
Beginning of year, as restated (9,676,855)     

End of year (9,594,027)$    
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Friends of the

Charleston

County Library

ASSETS 
Cash and cash equivalents 164,935$         
Inventory of supplies 7,819

 
TOTAL ASSETS 172,754$         

 
LIABILITIES AND NET ASSETS
LIABILITIES   

Deferred membership dues 7,390$             
Accrued expenses 718                 

TOTAL LIABILITIES 8,108              
 

NET ASSETS  
Unrestricted

Undesignated 164,646           

Total unrestricted 164,646           

TOTAL NET ASSETS 164,646           

TOTAL LIABILITIES AND NET ASSETS 172,754$         
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Friends of the
Charleston

County Library

CHANGES IN UNRESTRICTED NET ASSETS
Support and revenue

 Book and merchandise sales 156,576$      
 Donated facilities 38,269         

Membership dues 24,957         
Contributions 28,246         
Special events 4,802           
Other 225              

TOTAL UNRESTRICTED SUPPORT AND REVENUE 253,075       

EXPENSES
Program services 118,924       
Management and general 37,271         
Fundraising 93,747         

TOTAL EXPENSES 249,942       

CHANGE IN UNRESTRICTED NET ASSETS 3,133           

NET ASSETS  
 Beginning of year 161,513       

 
 End of year 164,646$      
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Other Total
Governmental Governmental

General Funds Funds

Cash and cash equivalents 2,370,827$  -$            2,370,827$  
Receivables 40,700        62,435 103,135       
Due from other funds -              120,554 120,554       
Inventory of supplies, at cost 38,409        -              38,409        
Prepaid expenditures 452,484       -              452,484       

  
TOTAL ASSETS 2,902,420$  182,989$     3,085,409$  

   
    

Liabilities    
Accounts payable 336,311$     -$            336,311$     
Accrued payroll, benefits, and

payroll taxes payable 451,088       -              451,088       
Due to other funds 59,629        60,925 120,554       
Unearned revenues -              14,047        14,047        

 
Total liabilities 847,028       74,972        922,000       

  
Fund balances  

Nonspendable 490,893 -              490,893       
Restricted -              108,017       108,017       
Assigned 414,472       -              414,472       
Unassigned 1,150,027    -              1,150,027    

  
Total fund balances 2,055,392    108,017       2,163,409    

   
TOTAL LIABILITIES AND FUND BALANCES 2,902,420$  182,989$     3,085,409$  

ASSETS

LIABILITIES AND FUND BALANCES
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Total governmental fund balances 2,163,409$     

Cost of capital assets 16,461,518$ 
Accumulated depreciation (12,998,375) 3,463,143       

Contributions made subsequent to measurement date 796,308$     
Differences between expected and actual experience 692,729       1,489,037       

Accrued annual leave (1,153,606)$ 
Capital leases (134,768)      
Net pension liabilities (15,393,713) (16,682,087)    

Investment earnings on retirement plan fiduciary held assets (27,529)          

Net position of governmental activities (9,594,027)$    

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

Other long term assets related to pension expense are not available to pay for current
expenditures and are, therefore, not reported or are deferred in the funds:

Long-term liabilities, including capital leases payable, accrued annual leave, and net
pension liabilities, are not due and payable in the current period and, therefore, are
not reported in the funds:

Other long term liabilities related to pension expense do not consume current financial
resources and are, therefore, not reported in the funds:

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



CHARLESTON COUNTY LIBRARY 
(A Component Unit of Charleston County, South Carolina) 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES  
IN FUND BALANCES – GOVERNMENTAL FUNDS 

YEAR ENDED JUNE 30, 2016 
  
 

The accompanying Notes to Financial Statements are an integral part of this financial statement. 
 

21 

Other Total
Governmental Governmental

General Funds Funds
REVENUES  

Intergovernmental revenues  
 Lottery funds 121,210$     -$            121,210$     
 State aid income 437,761       -              437,761       

County appropriation 15,091,224  -              15,091,224  
Federal pass-thru grants -              20,512        20,512        

 Fines 330,878       -              330,878       
Miscellaneous income

 E-Rate reimbursement 39,233 -              39,233        
Copy machine charges 107,798       -              107,798       
Unrestricted donations -              9,572 9,572          
Private donations and other governmental grants 22,573 -              22,573        
Restricted contribution from component unit -              113,223 113,223       

 Restricted donations -              104,246 104,246       
  Restricted other revenue -              8,252 8,252          
      

TOTAL REVENUES 16,150,677  255,805       16,406,482  

EXPENDITURES   
Current   

Personnel services - salaries, wages,  
and employee benefits 10,534,382  -              10,534,382  

Purchased services and materials 3,489,582 211,848 3,701,430    
Capital outlay 1,615,948    -              1,615,948    

  
TOTAL EXPENDITURES 15,639,912  211,848       15,851,760  

EXCESS OF REVENUES OVER    
(UNDER) EXPENDITURES 510,765       43,957        554,722       

OTHER FINANCING SOURCES   
Insurance proceeds 35,406 -              35,406        

  
TOTAL OTHER FINANCING SOURCES 35,406        -              35,406        

NET CHANGE IN FUND BALANCES 546,171       43,957        590,128       

FUND BALANCE  
 Beginning of year 1,509,221    64,060        1,573,281    

 
 End of year 2,055,392$  108,017$     2,163,409$  
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Net change in fund balances - total governmental funds 590,128$        

(108,294)        

Repayment of principal 32,015

(10,596)          

(420,425)        

Change in net position of governmental activities   82,828$          

The increase in annual leave payable decreases net position. Annual leave
payable is not due and payable in the current period and, therefore, not
reported in the funds.

Pension expense that is related to net pension liability as recorded in the
statement of activities is based on the Library's proportionate share of
pension expense of the retirement system as a whole, whereas pension
expense recorded in the funds are based on the use of financial resources
(e.g. required contributions). Thus the change in net position differs from
the change in fund balance by the amount by which the Library's
proportionate share of pension expense exceeds actual contributions.

The issuance of long-term debt (e.g., 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. The effect of the
difference in the treatment of capital leases is as follows:

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.  The details are as follows:

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 and reported as depreciation expense. This is the amount by which
depreciation ($1,724,242) exceeded capital outlays ($1,615,948) in the current
period.

Amounts reported for governmental activities in the statement of activities are 
different because:
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. Organization 
 
The Charleston County Library System was established by the South Carolina Legislature in 1979 as part of 
the Charleston County Government and subsequently was named the Charleston County Library, 
Charleston, South Carolina (the Library).  The Library is a continuation of the original library system which 
was established in 1930.  Its primary purpose is to provide public library services to the citizens of Charleston 
County (the County) through the operation of branch libraries located throughout the County and a 
bookmobile service operated throughout rural Charleston County, South Carolina.  The Library is governed by 
an eleven member Board of Trustees as appointed by Charleston County Council.  The Library operates a 
headquarters, five regional branches, and ten other smaller branches. 
 

Mr. Andy Brack – Chairperson  December 2016 
Mr. Steven E. Clem – Vice Chair  December 2018 
Ms. Susan Strunk – Treasurer  December 2017 
Ms. Maya Hollinshead – Secretary  December 2017 
Ms. Janet Segal  December 2016 
Ms. Rosemary Manigault  December 2016 
Mr. Ed Fava  December 2018 
Ms. Margaret Reider  December 2017 
Mr. Peter A. McKellar, III  December 2018 
Mr. Troy Strother  December 2016 
Mr. Brian Norris  December 2017 
 

B. Reporting Entity 
 
The financial statements of the Library include all of the integral parts of the Library operations.  The Library 
adopted GASB Statement No. 61, The Financial Reporting Entity (GASB 61) and applied that criterion to 
determine whether any organization should be included in the Library’s reporting entity.  Based on the criteria 
of GASB 61, management has determined that the Friends of the Charleston County Library (the Friends) 
meets the criteria to be included in the Library’s financial statements as a discretely presented component 
unit.  The Friends is a legally separate entity, and the Library does not appoint the board of directors.  The 
Library is not financially responsible for the Friends.  There is no legal obligation for the Library to provide any 
funding, nor to pay any debts.  Therefore, the Friends does not meet the financial benefit or burden 
relationship.  However, the Library believes it would be misleading to exclude the Friends from the statements 
of the Library since the Friends provides funding directly to the Library and no one else and, therefore, has 
included the Friends as a discretely presented component unit. 
 
The Friends is a nonprofit corporation that was incorporated in September 1982 under the laws of the State of 
South Carolina to provide financial support for the Charleston County Library.  The Friends reports its 
financial results on a calendar year basis.  Copies of the Friends separately issued financial statements can 
be obtained by sending a request to the following address:  Friends of the Charleston County Library,           
68 Calhoun Street, Charleston, South Carolina. 
 
The Friends reports under Financial Accounting Standards Board (FASB) standards.  Because the Friends is 
deemed not to be a governmental entity and uses a different reporting model, its balances and transactions 
are reported on separate financial statements (pages 17 and 18).  As such, certain revenue recognition 
criteria and presentation features are different from GASB revenue recognition criteria and presentation 
features.  No modifications have been made to the Friends’ financial information in the Library’s financial 
reporting entity for these differences. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
B. Reporting Entity (Continued) 
 
The Library is considered to be a component unit of the Charleston County Government because of the 
significance of its operational and financial relationship with the County.  The County appoints the Board of 
Trustees, can significantly influence operations, and provides substantial financial support to the Library. 
Additionally, County Council approves the Library's budget and bonded indebtedness for the benefit of the 
Library.  Therefore, the Library is included in the financial statements of the County.   
 
Resource flows (except those that affect the statement of net position/balance sheet only, such as loans and 
repayments) between a primary government and its discretely presented component units are reported as 
external transactions—that is, as revenues and expenses. 
 
C. Funding Sources 
 
The Library receives an appropriation from the County for general operations as well as payment by the 
County of certain overhead costs for items such as rent-free use of space and vehicles and issuance of 
bonded indebtedness. 
 
The Library receives funds from the State of South Carolina through an Annual State Aid Agreement and 
various supplemental funds and grants.  The State also acts as a flow-through organization for various federal 
funds. 
 
The Library generates relatively small amounts of revenue from library operations such as gifts, memorials, 
copies, fines, and other small user fees. 
 
The Library receives funds from private donations, fundraising, and grants from various not-for-profit entities. 

 
D. Basis of Presentations 
 
Government-wide Statements: 
The government-wide financial statements (i.e., the statement of net position and the statement of activities) 
report information on all of the non-fiduciary activities of a primary government and its component units.  For 
the most part, the effect of interfund activity has been removed from these statements.  Governmental 
activities, which normally are supported by taxes and intergovernmental revenues, are reported separately 
from business-type activities which rely to a significant extent on fees and charges for support.  Likewise, the 
primary government is reported separately from certain legally separate component units for which a primary 
government is financially accountable.  As of June 30, 2016, the Library has no business-type activities. 
 
The statement of activities demonstrates the degree to which the direct expenses of a given function or 
segment is offset by program revenues.  Direct expenses are those that are clearly identifiable with a specific 
function or segment.  Program revenues include 1) charges to customers or applicants who purchase, use, or 
directly benefit from goods, services, or privileges provided by a given function or segment; and 2) grants and 
contributions that are restricted to meeting the operational or capital requirements of a particular function or 
segment.  Taxes and other items, such as interest income, not properly included among program revenues 
are reported instead as general revenues. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
D. Basis of Presentations (Continued) 

 
Fund Financial Statements: 
The accounts of the Library are organized on the basis of funds, each of which is considered a separate 
accounting entity.  The operations of each fund are accounted for with a separate set of self-balancing 
accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures.  Fund accounting 
segregates funds according to their intended purposes and is used to aid management in demonstrating 
compliance with finance-related legal and contractual provisions.  The minimum number of funds is 
maintained consistent with legal and managerial requirements.  When applicable, separate financial 
statements are provided for governmental funds, proprietary funds, and fiduciary funds even though the latter 
are excluded from government-wide financial statements.  Major individual governmental funds and major 
individual proprietary funds are reported as separate columns in fund financial statements when applicable.  
As of June 30, 2016, the Library has no proprietary or fiduciary funds. 
 
The Library reports the following major governmental funds: 

 
The General Fund is the government’s primary operating fund.  It accounts for all financial resources of 
the Library except those required to be accounted for in another fund. 

 
Additionally, the Library reports the following nonmajor funds: 

 
The special revenue funds account for the revenue sources that are legally restricted to expenditures for 
specific purposes.  Certain federal and state grant proceeds and private foundation restricted donations 
are accounted for in special revenue funds. 
 

During the course of operations, the government has activity between funds for various purposes.  Any 
residual balances outstanding at year end are reported as due from/to other funds and advances to/from 
other funds.  While these balances are reported in fund financial statements, certain eliminations are made in 
the preparation of the government-wide financial statements. 

 
E. Measurement Focus and Basis of Accounting 

 
The basic financial statements of the Library have been prepared in conformity with generally accepted 
accounting principles as applied to governmental agencies.  The Governmental Accounting Standards Board 
(GASB) is the accepted standard setting body for establishing governmental accounting and financial 
reporting principles. 
 
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.  Nonexchange transactions, in which the 
Library gives (or receives) value without directly receiving (or giving) equal value in exchange, include grants 
and donations.  Revenue from grants and similar items are recognized as revenue as soon as all eligibility 
requirements imposed by the provider have been met. 
 
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 
government considers revenues to be available if they are collected within 60 days of the end of the current 
fiscal period.  The Library’s e-rate reimbursement, reported as miscellaneous revenue, is susceptible to 
accrual under this policy.  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.  
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
E. Measurement Focus and Basis of Accounting (Continued) 

 
General capital asset acquisitions are reported as expenditures in governmental funds.  Proceeds of general 
long-term debt and acquisitions under capital leases are reported as other financing sources. 
 
F. Assets, Liabilities, and Net Position/Fund Balance 

 
Deposits and investments 
 
The Library considers cash on hand, demand deposits, and short-term investments with original maturities of 
three months or less from the date of acquisition to be cash and cash equivalents. 
 
Inventory of supplies 
 
Inventory consists of various supplies used in the operation of the Library.  Inventory is valued at the lower of 
cost or market using the first-in – first-out method.  The Library uses the consumption method of accounting to 
record inventory under which the cost of inventory is recorded as an expenditure when consumed rather than 
when purchased. 
 
Prepaids 
 
Expenditures for maintenance contracts and periodical subscriptions which reflect costs attributable to future 
accounting periods 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. 
 
Receivables 
 
Accounts receivable in the amount of $103,135 is reported.  Of this amount, $60,925 consists of amounts due 
from the Friends of the Charleston County Library, a component unit, for contributions in support of incurred 
program expenditures.  The remaining $42,210 consists of amounts due from state and local governments for 
grant reimbursements.  Receivables are shown net of an allowance for doubtful accounts, which is estimated 
based on professional judgment and historical information.  Management determined that an allowance was 
not necessary at June 30, 2016. 
 
Capital assets 
 
Capital assets, which include artwork, other non-depreciable assets, library materials, equipment, and 
furnishings, are reported in the government-wide financial statements.  With the exception of library materials, 
capital assets are defined by the Library as assets with an initial individual cost of more than $5,000 (amount 
not rounded) and an estimated useful life in excess of two years.  Such assets are recorded at historical cost 
or estimated historical cost if purchased or constructed.  Donated capital assets are recorded at estimated fair 
value at the date of donation.  Collections of library materials, such as books, video tapes, compact discs, 
digital video discs, and audio books, are capitalized and included with equipment in the financial statements.  
The fees incurred to ready the library materials to be placed in circulation are included in the cost of the 
materials.  Annual periodical subscriptions are not capitalized.  Electronic resources (E-Books, downloadable 
audio, etc.) are not capitalized because the Library does not own these resources. 
 
The costs of normal maintenance and repairs that are exhaustible or that do not add to the value of the asset 
or materially extend assets lives are not capitalized.  Because periodicals do not have a useful life beyond the 
year of purchase, the Library has not capitalized them. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
F. Assets, Liabilities, and Net Position/Fund Balance (Continued) 

 
Capital assets of the Library, with the exception of artwork and other non-depreciable assets, are depreciated 
using the straight line method over the following estimated useful lives: 
 

           Assets    Years 
    Library materials       5 
    Equipment and furnishings    4-10 
 
Compensated absences 
 
It is the Library’s policy to permit employees to accumulate earned but unused vacation and sick pay benefits. 
There is no liability for unpaid accumulated sick leave since the Library does not have a policy to pay any 
amounts when employees separate from service with the Library.  All vacation pay is accrued when incurred 
in the government-wide financial statements.  A liability for these amounts is reported in governmental funds 
only if they have matured; for example, as a result of employee resignations and retirements. 
 
Long-term obligations 
 
In the government-wide financial statements, long-term obligations are reported as liabilities in the applicable 
governmental activities. 
 
Postemployment benefits 
 
Postemployment benefits for the employees of the Charleston County Library are the liability of Charleston 
County.  As a component unit of the County, the Library’s employees were included in the actuary study as 
required by GASB 45 “Accounting and Financial Reporting by Employers for Postemployment Benefits other 
than Pensions.”  A separate study was not performed for the Library’s employees.  As such, the County 
requires the Library to fund the Library’s estimated portion of the County’s liability at 4.25% of budgeted 
salaries.  
 
Descriptive information of the plan and the County’s expense and liability can be obtained from the 
Charleston County Finance office at the Lonnie Hamilton, III Public Service Building, 4045 Bridge View Drive, 
North Charleston, South Carolina 29405 or at (843) 958-4600. 

 
Contributed facilities 
 
The Library occupies, without charge, certain buildings owned by the County, Trinity Episcopal Church, and 
the Towns of Mt. Pleasant, Folly Beach, and Hollywood.  The estimated fair rental value of these contributed 
facilities is not readily determinable and, accordingly, is not recorded as revenue and expenditure. 
 
Contributed services  
 
A substantial number of unpaid volunteers have made significant contributions of their time to assist in the 
Library's operations.  The value of this contributed time (approximately 7,800 hours) is not reflected in these 
statements since it is not susceptible to objective measurement or valuation. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
F. Assets, Liabilities, and Net Position/Fund Balance (Continued) 
 
Gifts received 
 
In the normal course of operations, the Library receives gifts from individuals and non-profit organizations. 
These gifts may take the form of cash, donated equipment or library materials, and financial support for 
special projects and staff development.  Gifts received in cash are reflected in the Statement of Revenues 
and Expenditures and Changes in Fund Balances.  The value of equipment and library materials donated to 
the Library is included in the Statement of Activities as capital grants and contributions.  The value of such 
gifts is determined by fair value at the date of donation.  Fair value is generally actual cost to the donor if the 
gifts are made to the Library immediately after acquisition. 
 
Interfund activity 
 
Activities between funds that are representative of lending/borrowing arrangements outstanding at the end of 
the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund loans) or 
“advances to/from other funds” (i.e., the non-current portion of interfund loans).  All other outstanding 
balances between funds are reported as “due to/from other funds.” 
 
Deferred Outflows/Inflows of Resources and Unearned Revenue 
 
Deferred Outflows 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 may have four items that qualify for 
reporting in this category, as follows: 
1. Pension contributions made subsequent to the measurement date which will be recognized as a 

reduction of the net pension liability in the subsequent year. 
2. The net difference between the projected and actual earnings on pension plan investments which is 

deferred and amortized over a closed five-year period. 
3. The differences between expected and actual experience which is amortized into pension expense 

beginning in the year the deferral occurs over a closed period equal to the average remaining service 
lives of all plan participants. 

4. The changes in proportion and differences between employer contribution and proportionate share of 
contributions, which will be deferred and amortized over the remaining service lives of all plan 
participants. 
 

Deferred Inflows of Resources 
 
In addition to liabilities, the Statement of Net 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 may have the following items that qualify for reporting in 
this category: 
1. The differences between expected and actual experience which is amortized into pension expense 

beginning in the year the deferral occurs over a closed period equal to the average remaining service 
lives of all plan participants. 

2. The changes in proportion and differences between employer contribution and proportionate share of 
contributions, which will be deferred and amortized over the remaining service lives of all plan 
participants. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
F. Assets, Liabilities, and Net Position/Fund Balance (Continued) 

 
Unearned Revenue 
 
The Library also defers revenue recognition in connection with resources received prior to meeting eligibility 
requirements (other than time requirements) such as certain grants that have been received but not yet 
earned.   

 
Pensions 
 
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of 
resources related to pensions, and pension expense, information about the fiduciary net position of the South 
Carolina Retirement System (SCRS) and additions to/deductions from the SCRS’s fiduciary net position have 
been determined on the same basis as they are reported by SCRS.  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.  
 
Net Position/Fund balance 
 
Government-wide statements 
 
Equity is classified as net position and displayed in three components: 

 
1. Net investment in capital assets – Consists of capital assets including restricted capital assets and 

capital-related deferred outflows of resources, net of accumulated depreciation and reduced by the 
outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable to the 
acquisition, construction, or improvement of those assets and capital-related deferred inflows of 
resources. 

 
2. Restricted net position – Consists of net position with constraints placed on their use either by (1) external 

groups such as creditors, grantors, contributors, or laws or regulations of other governments; or (2) law 
through constitutional provisions or enabling legislation. 

 
3. Unrestricted net position – All other net position that do not meet the definition of “net investment in 

capital assets” or “restricted.” 
 

Net Position Flow Assumption 
 
Sometimes the government 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 financial statements, a flow assumption must 
be made about the order in which the resources are considered to be applied.  It is the government’s policy to 
consider restricted – net position to have been depleted before unrestricted – net position is applied. 

 
Fund statements 
 
Fund balance classifications are hierarchical and are based primarily on the extent to which the Library is 
bound to honor constraints on the specific purposes for which amounts in the funds may be spent.  The 
Library classifies and reports amounts in the appropriate fund balance classifications based on this criteria.  
The Library’s accounting and finance policies are used to interpret the nature and/or requirements of the 
funds and their corresponding assignment of nonspendable, restricted, committed, assigned, or unassigned.  
Fund balances are classified as follows: 
 
Nonspendable - Amounts that cannot be spent either because they are not in a spendable form, such as 
inventory or prepaid insurance, or because they are legally or contractually required to be maintained intact. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
F. Assets, Liabilities, and Net Position/Fund Balance (Continued) 
 
Net Position/Fund Balance (continued) 
 
Restricted - Amounts that can be spent only for specific purposes because of state or federal laws, or 
externally imposed conditions by grantors or creditors. 
 
Committed - Amounts constrained to specific purposes pursuant to constraints imposed by formal action 
(ordinance or resolution) by the Board of Trustees itself.  These amounts cannot be used for any other 
purpose unless the Board removes or changes the specified use by taking the same formal action (ordinance 
or resolution) that was employed when the funds were originally committed. 
 
Assigned – Amounts the Library intends to use for a specific purpose but do not meet the criteria to be 
classified as committed.  Intent can be expressed by the Board or by an official or body to which the Board 
delegates the authority.  The Board has not delegated such authority as of June 30, 2016.  The Board may 
also 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. 
 
Unassigned - All amounts not included in other spendable classifications. 
 
Fund Balance Flow Assumption 
 
In the governmental funds, the Library’s policy is to first apply the expenditure toward restricted fund balance 
and then to other less restricted classifications – committed and then assigned fund balances before using 
unassigned fund balance. 
 
Accounting estimates 

 
The preparation of financial statements in accordance with generally accepted accounting principles requires 
the Library’s management to make estimates and assumptions.  These estimates and assumptions affect the 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenditures during the reporting period.  
Actual results could differ from those estimates.  Estimates include depreciation expense and library 
materials. 
 
Income taxes 
 
The Friends of Charleston County Library is a not-for-profit organization described in Internal Revenue Code 
Section 501(c) (3) and is exempt from federal income tax under Code Section 501 (a).  The Friends are 
classified as an organization other than a private foundation.  In addition, donations to the Friends qualify for 
the charitable contribution deduction.   
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II. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS 
 
A. Deposits and Investments 

 
A reconciliation of cash and investments to the amount shown on the Balance Sheet follows: 

 
   

Cash on hand  $ 922 
Carrying amount of deposits   2,369,905 

Total cash and cash equivalents - per Balance Sheet  $ 2,370,827 
 
Interest Rate Risk  
 
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an 
investment.  Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to 
changes in market interest rates. 
 
The Library does not have a formal investment policy that limits investment maturities as a means of 
managing its exposure to fair value losses arising from increasing interest rates. 
 
Credit Risk  

 
Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment. 
This is measured by the assignment of a rating by a nationally recognized statistical rating organization. 

 
State statutes authorize the Library to invest in the following: 

 
(1) Obligations of the United States and agencies thereof; 

 
(2) General obligations of the State of South Carolina or any of its political units; 

 
(3) Savings and loan association deposits to the extent insured by the Federal Depository Insurance 

Corporation; 
 

(4) Certificates of deposit and repurchase agreements collateralized by securities of the type described in (1) 
and (2) above held by a third party as escrow agent or custodian, of a market value not less than the 
amount of certificates of deposit and repurchase agreements so secured, including interest; and 
 

(5) No-load open or closed-end management type investment companies or investment trusts registered 
under the Investment Company Act of 1940, as amended, where the investment is made by a bank or 
trust company or savings and loan association or other financial institution when acting as trustee or 
agent for a bond or other debt issue of that local government unit. 

 
In addition, South Carolina State statutes authorize the Library to invest in the South Carolina Local 
Government Investment Pool (SCLGIP).  The SCLGIP is an investment trust fund created pursuant to Section 
6-6-10 of the South Carolina Code of Laws, and administered by the State Treasurer, in which public monies 
under the custody of any political subdivision in excess of current needs may be deposited.  The SCLGIP is 
permitted to purchase obligations of the United States, its agencies and instrumentalities, and any corporation 
within the United States, if such obligations bear any of the three highest ratings of at least two nationally 
recognized rating services.  The SCLGIP is a 2a7-like pool, which is not registered with the Securities and 
Exchange Commission (SEC) as an investment company, but has a policy that it will operate in a manner 
consistent with the SEC’s rule 2a7 of the Investment Company Act of 1940.  The reported value of the 
Library’s position in the pool, if any, is the same as the fair value of the pool shares. 
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II. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS (CONTINUED) 
 
A. Deposits and Investments (Continued) 

 
In accordance with Governmental Accounting Standards Board (GASB) Statement No. 31, Accounting and 
Financial Reporting for Certain Investments and for External Investment Pools, investments are carried at fair 
value determined annually based upon quoted market prices.  The total fair value of the Pool is apportioned to 
the entities with funds invested on an equal basis for each share owned which are acquired at a cost of $1.00. 

 
Concentration of Credit Risk 

 
This is the risk of loss attributed to the magnitude of the Library’s investment in a single issue.  The Library 
places no limit on the amount the Library may invest in any one issuer. 
 
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.  The Library does not have a policy for custodial credit risk.  However, South Carolina state 
statutes provide that banks accepting deposits of funds from local government units must furnish an indemnity 
bond or pledge as collateral obligations of the United States, South Carolina, political subdivisions of South 
Carolina, the Federal National Mortgage Association, the Federal Home Loan Bank, the Federal Farm Credit 
Bank, or the Federal Home Loan Mortgage Corporation.  On June 30, 2016, the Library’s bank balance was 
$2,681,455.  The financial institution represents that $750,000 of the balance was covered by the Federal 
Deposit Insurance Corporation.  In addition, the bank balance was collateralized by investments held by the 
pledging financial institution’s trust department or agent in the Library’s name.  Such investments were valued 
at $2,241,642 at June 30, 2016. 
 
Custodial Credit Risk – Investments 
 
For an investment, this is the risk that, in the event of the failure of the counterparty, the Library will not be 
able to recover the value of its investments or collateral securities that are in the possession of an outside 
party. 
 
As of June 30, 2016, the Library did not have any investments. 
 
Non-Governmental Discretely Presented Component Unit 
 
The Friends maintains cash and cash equivalent balances in one financial institution.  The Federal Deposit 
Insurance Corporation insures accounts at each institution up to $250,000 per account owner.  At 
December 31, 2015, the Friends had no uninsured cash and cash equivalent balances. 
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II. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS (CONTINUED) 
 

B. Changes in Capital Assets 
 

Capital asset activity for the year ended June 30, 2016, follows: 
 

Balance Balance

6/30/2015 Restatement* As Restated Increases Decreases 6/30/2016

Capital assets

not being depreciated

Artwork 11,000$         -$                11,000$         -$                -$                11,000$           

Total capital assets 
not being depreciated 11,000           -                 11,000           -                  -                  11,000             

Capital assets

being depreciated

Equipment and furnishings 2,083,060       -                 2,083,060      18,597         (11,403)        2,090,254        

Library materials

Books 13,238,098     1,043,822    14,281,920     1,174,511     (4,556,448)    10,899,983      

Microfilm 457,878         -                 457,878         15,327         -                  473,205           

Video tapes 149,608         -                 149,608         -                  (143,997)      5,611              

Compact discs 144,744         -                 144,744         -                  (64,920)        79,824             

Cassettes 58,222           -                 58,222           -                  (57,631)        591                 

Digital video discs 2,535,103       232,890       2,767,993      281,283        (1,265,705)    1,783,571        

Audio books on CD Rom 1,156,874       77,092         1,233,966      126,230        (242,717)      1,117,479        

Subtotal - library materials 17,740,527     1,353,804    19,094,331     1,597,351     (6,331,418)    14,360,264      

Total capital assets
being depreciated 19,823,587     1,353,804    21,177,391     1,615,948     (6,342,821)    16,450,518      

Less accumulated depreciation

Equipment and furnishings (1,905,256)      -                 (1,905,256)     (43,505)        11,403         (1,937,358)       

Library materials

Books (11,220,286)    (604,080)      (11,824,366)    (1,227,517)    4,556,448     (8,495,435)       

Microfilm (399,807)        -                 (399,807)        (26,156)        -                  (425,963)          

Video tapes (149,608)        -                 (149,608)        -                  143,997       (5,611)             

Compact discs (144,744)        -                 (144,744)        -                  64,920         (79,824)            

Cassettes (58,222)          -                 (58,222)          -                  57,631         (591)                

Digital video discs (1,930,441)      (141,017)      (2,071,458)     (334,092)       1,265,705     (1,139,845)       

Audio books on CD Rom (1,008,795)      (54,698)        (1,063,493)     (92,972)        242,717       (913,748)          

Subtotal - library materials (14,911,903)    (799,795)      (15,711,698)    (1,680,737)    6,331,418     (11,061,017)     

Total accumulated depreciation (16,817,159)    (799,795)      (17,616,954)    (1,724,242)    6,342,821     (12,998,375)     

Total capital assets 

being depreciated, net 3,006,428       554,009       3,560,437      (108,294)       -                  3,452,143        

Total capital assets, net 3,017,428$     554,009$     3,571,437$     (108,294)$     -$                3,463,143$      
 

* Certain categories of library materials were restated to include the cost of processing fees incurred as a part 
of the cost of readying the library materials for inclusion in the collection available for circulation. See 
footnote II.F. for further information.  
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II. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS (CONTINUED) 
 
C. Long-Term Liabilities 
 

Lease obligations 
 
In 2015, the Library entered into a capital lease agreement as lessee for financing the acquisition of computer 
network equipment.  This lease agreement qualifies as a capital lease for accounting purposes and, therefore, 
has been recorded at the present value of their future minimum lease payments as of the inception date.  
Repayment is budgeted in the general fund. 
 
The carrying value of the assets acquired through capital lease is as follows: 
 

                                     

Governmental 
Activities

Computer network equipment 166,783$        
Less accumulated depreciation (41,695)           

Total 125,088$        
 

Amortization expense for equipment under capital lease is included in depreciation expense.  Interest of 
$6,429 was paid on the capital lease for the year ended June 30, 2016. 
 
The future minimum lease obligation and the net present value of these minimum lease payments as of 
June 30, 2016, was as follows: 
 

                             

Year ending June 30,
Governmental 

Activities

2017 38,443$             
2018 38,443               
2019 38,443               
2020 28,835               

144,164             

Less amount representing interest (9,396)               

Present value of minimum lease payments 134,768             

Less current portion (34,200)              

Long-term portion of lease 100,568$           
 

 
Compensated absences 

 
The obligations represent the accumulation of annual leave benefits which are not funded by the current 
period or prior years’ revenue resources.  These obligations are funded by the general fund. 
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II. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS (CONTINUED) 
 
C. Long-Term Liabilities (Continued) 
 
Change in Long-term liabilities 
 
Long-term liability activity for the year ended June 30, 2016, is as follows: 
 

Balance Balance Due Within
July 1, 2015 Additions Deductions June 30, 2016 One Year

Capital lease obligations 166,783$      -$           32,015$      134,768$      34,200$   
Compensated absences 1,143,010     680,987  670,391      1,153,606     2,896       

Total long-term liabilities 1,309,793$   680,987$ 702,406$     1,288,374$   37,096$   

 
D. Operating lease 

 
In 2012, the Library entered into a lease agreement for non-public use computers.  The original lease 
agreement was for a 36-month period commencing January 2013 with a minimum monthly charge of $8,468.  
In February 2014, this lease was extended another 12 months to a total of 48 months ending in January 2017, 
with a new monthly charge of $6,866 with payments beginning in March 2014.  The total minimum 
commitment over the term of the lease is $358,862.   
 
In April 2014, the Library entered into a lease agreement for public use computers.  The lease agreement is 
for a 48-month period commencing May 2014 with a minimum monthly charge of $7,142 for a total minimum 
commitment of $342,816 over the lease term. 
 
In September 2015, the Library entered into an additional lease agreement for computers to be used in the 
technology labs. The lease agreement is for a 48-month period commencing in December 2015 with a 
minimum monthly charge of $2,224 for a total minimum commitment of $106,752 over the lease term. 
 
Total rent expense associated with the computer leases for the year ended June 30, 2016, is $222,155.  The 
future minimum lease payments for the leases are as follows: 
 

                                       

Year Ending June 30, Amount

2017 160,448$    
2018 98,102       
2019 26,686       
2020 11,119       

296,355$    
 

 
In addition to these leases, the Library holds other verbal agreements with various parties for the rental of 
Library branches and equipment.  These leases run on a month-to-month basis and are cancelable by either 
party; one such lease is for copiers and related services.  Minimum monthly rental expense for the copier 
rental and related service agreements is $10,348.  Total rental expense associated with the copier leases for 
the year ended June 30, 2016, is $175,860. 
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II. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS (CONTINUED) 
 

E. Equity 
 
The Library has a nonspendable fund balance for inventory and prepaid expenditures, an assigned fund 
balance for expenditures related to remaining costs for subsequent year expenditures, and a restricted fund 
balance for grantor/donor related restrictions.  Grantor/donor related restrictions are typically restricted for 
specific uses and do not lapse.  The remaining fund balance is unassigned.  Changes in the components of 
governmental funds fund balances for the year are as follows:      
 

Nonspendable Restricted Assigned

Fund balances, July 1, 2015 204,374$        64,060$     516,665$        788,182$      

Increase (decrease) in asset balance 286,519          -             -                  (286,519)       

Receipt of restricted donations and 
other revenue -                  112,498     -               (112,498)       

Expenditure of restricted donations
and other revenue -                  (68,541)      -               68,541          

Receipt of restricted contribution from
the Friends -                  113,223     -               (113,223)       

Expenditure of restricted contribution
from the Friends -                  (113,223)    -               113,223        

Increase (decrease) in assignment
by board -               -          (102,193)      102,193     

Excess of revenues over (under)
expenditures for the year  -                  -             -                  590,128        

Fund balances, June 30, 2016 490,893$        108,017$   414,472$        1,150,027$   

Unassigned
Inventory & 

Prepaid Items

Subsequent 
Years 

Expenditures By donors

The statement of net position reports $108,017 of net position restricted by donors for special programs. 
 
F. Restatement of Net Position 
 
During the year management determined that the value of library materials had been understated by the 
omission of processing fees incurred as a part of the cost of readying the library materials for inclusion in the 
collection available for circulation, and restated beginning net position as follows: 
 

Net position, as previously recorded at June 30, 2015 (10,230,864)$        
Increase in cost of library materials 1,353,804             
Related accumulated depreciation (799,795)              

Net position, as restated (9,676,855)$          
 

 See footnote II.B. for further information.  
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III. OTHER INFORMATION 
 
A. Related Party Transactions 
 

During the year, there were several transactions between the Library and Charleston County (primary 
government).  These transactions were as follows: 
 

Amount

Amounts received from the County by the Library:
Appropriation (including supplemental appropriation) 15,091,224$          
Reimbursement for flood damage 35,406                   

15,126,630$          

Amounts paid to the County by the Library:
Janitorial services 106,141$               
Carpet cleaning 26,832
Workers' compensation 325,347                 
OPEB expenditures 315,101                 
Insurance coverage - building and contents, liability,

fidelity bond, theft 98,208
Motor vehicle repairs 20,432                   
Motor vehicle fuel charges 12,453                   
Other general services 156,127
Solid Waste User Fee 12,814
Health, life, and dental insurance

(Library employees covered through County plan) 951,077                 
1,037                     

2,025,569$            

Other transactions:
Rent-free use of County-owned
   Library buildings and County-owned vehicles -$                       *

* Not determined

Other minor charges

 
 

Also during the year there were several transactions between the Library and the Friends of the Charleston 
County Library (a component unit).  These transactions were as follows: 

Amount
Amounts received from the Friends by the Library:

Contributions 113,223$               

Contributions from the Friends were used for the following expenses:
Supplies 34,557$                 
Performers 40,301                   
Training and staff development 9,465                     
Printing 9,434                     
Film licensing fees 6,271
Special projects 12,795                   
Miscellaneous 400                        

113,223$               

Other transactions:
  Rent-free use of County-owned Library buildings 38,269$                 ᵻ

  
ᵻ This amount is not reflected in the financial statements of the Library.  This amount is an estimate arrived at 
by management.  The Charleston Regional Development Alliance has comparable rental space for $38 per 
square foot per year.  The Friends of the Charleston County Library occupy and use approximately 1,007 
square feet of space rent free.  This amount does not reflect any utilities. 
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III. OTHER INFORMATION (CONTINUED) 
 
B. 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.  For all of these risks, the Library is insured through the County's 
participation as a member in the State of South Carolina Insurance Reserve Fund, a public entity risk pool 
currently operating as a common risk management and insurance program for local governments.  The State 
Insurance Reserve Fund is self-sustaining through member premiums and reinsures through commercial 
companies for certain claims.   
 
The Library is also subject to risks of loss from providing health, life, accident, dental, and other medical 
benefits to employees and their dependents.  The Library has enrolled substantially all of its eligible 
employees in the State's health insurance plans through the County's participation in the plans administered 
by the South Carolina Department of Administration.  The State reinsures through commercial companies for 
these risks.  The Library pays contributions to the County Employee Benefits Trust Internal Service Fund 
which remits the premiums to the State. 
 
In addition, the Library insures against the risk of job-related injury or illness to its employees through the 
County's workers’ compensation internal service fund.  The County is self-insured for the first $100,000 per 
claim with any excess covered by an insurance policy.  Claims processing is administered by the South 
Carolina Counties Workers' Compensation Trust.  The Library contributes to the County’s internal service 
fund at a rate of 4.2% of its budgeted payroll for workers’ compensation.   
 
For all of the above risk management programs, the Library has not significantly reduced insurance 
coverages from the previous year, and settled claims in excess of insurance coverage for the last three years 
were immaterial.  For each of the insurance programs and public entity risk pools in which they participate, 
the Library has effectively transferred all risks with no liability for unfunded claims. 
 
C. Defined Benefit Pension Plan 

 
The South Carolina Public Employee Benefit Authority (“PEBA”), which was created July 1, 2012, administers 
the various retirement systems and retirement programs managed by its Retirement Division.  PEBA has an 
11-member Board of Directors, appointed by the Governor and General Assembly leadership, which serves 
as co-trustee and co-fiduciary of the systems and the trust funds.  By law, the Budget and Control Board 
(restructured into the Department of Administration on July 1, 2015), which consists of five elected officials, 
also reviews certain PEBA Board decisions regarding the funding of the South Carolina Retirement Systems 
(“Systems”) and serves as a co-trustee of the Systems in conducting that review. 
 
PEBA issues a Comprehensive Annual Financial Report (“CAFR”) containing financial statements and 
required supplementary information for the Systems' Pension Trust Funds.  The CAFR is publicly available 
through the Retirement Benefits' link on PEBA's website at www.peba.sc.gov, or a copy may be obtained by 
submitting a request to PEBA, PO Box 11960, Columbia, SC  29211-1960.  PEBA is considered a division of 
the primary government of the state of South Carolina, and therefore, retirement trust fund financial 
information is also included in the comprehensive annual financial report of the state. 
 
Plan Description 
 
The South Carolina Retirement System (“SCRS”), a cost-sharing multiple-employer defined benefit pension 
plan, was established effective July 1, 1945, pursuant to the provisions of Section 9-1-20 of the South 
Carolina Code of Laws for the purpose of providing retirement allowances and other benefits for employees of 
the state, its public school districts, and political subdivisions. 
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III. OTHER INFORMATION (CONTINUED) 
 
C. Defined Benefit Pension Plan (Continued) 

 
Membership 
 
Membership requirements are prescribed in Title 9 of the South Carolina Code of Laws.  A brief summary of 
the requirements under the system is presented below. 
 
SCRS - Generally, all employees of covered employers are required to participate in and contribute to the 
system as a condition of employment.  This plan covers general employees and teachers and individuals 
newly elected to the South Carolina General Assembly beginning with the November 2012 general election. 
An employee member of the system with an effective date of membership prior to July 1, 2012, is a Class 
Two member.  An employee member of the system with an effective date of membership on or after July 1, 
2012, is a Class Three member. 
 
Benefits 
 
Benefit terms are prescribed in Title 9 of the South Carolina Code of Laws.  PEBA does not have the authority 
to establish or amend benefit terms without a legislative change in the code of laws.  Key elements of the 
benefit calculation include the benefit multiplier, years of service, and average final compensation.  A brief 
summary of the benefit terms for the system is presented below. 
 
SCRS - A Class Two member who has separated from service with at least five or more years of earned 
service is eligible for a monthly pension at age 65 or with 28 years credited service regardless of age.  A 
member may elect early retirement with reduced pension benefits payable at age 55 with 25 years of service 
credit.  A Class Three member who has separated from service with at least eight or more years of earned 
service is eligible for a monthly pension upon satisfying the Rule of 90 requirement that the total of the 
member's age and the member's creditable service equals at least 90 years.  Both Class Two and Class 
Three members are eligible to receive a reduced deferred annuity at age 60 if they satisfy the five or eight 
year earned service requirement, respectively.  An incidental death benefit is also available to beneficiaries of 
active and retired members of employers who participate in the death benefit program. 
 
The annual retirement allowance of eligible retirees or their surviving annuitants is increased by the lesser of 
1% or $500 every July 1.  Only those annuitants in receipt of a benefit on July 1 of the preceding year are 
eligible to receive the increase.  Members who retire under the early retirement provisions at age 55 with 25 
years of service are not eligible for the benefit adjustment until the second July 1 after reaching age 60 or the 
second July 1 after the date they would have had 28 years of service credit had they not retired. 
 
Contributions 
 
Contributions are prescribed in Title 9 of the South Carolina Code of Laws.  The PEBA Board may increase 
the SCRS employer and employee contribution rates on the basis of the actuarial valuations, but any such 
increase may not result in a differential between the employee and employer contribution rate that exceeds 
2.9% of earnable compensation for SCRS.  An increase in the contribution rates adopted by the Board may 
not provide for an increase of more than ½ of 1% in any one year.  If the scheduled employee and employer 
contributions provided in statute or the rates last adopted by the Board are insufficient to maintain a 30-year 
amortization schedule of the unfunded liabilities of the plans, the Board shall increase the contribution rates in 
equal percentage amounts for the employer and employee as necessary to maintain the 30-year amortization 
period; and this increase is not limited to ½ of 1% per year. 
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III. OTHER INFORMATION (CONTINUED) 
 
C. Defined Benefit Pension Plan (Continued) 

 
Fiscal year ended June 30, 2015 Fiscal year ended June 30, 2016

Employee Class Two 8.00% of earnable compensation 8.16% of earnable compensation

Employee Class Three 8.00% of earnable compensation 8.16% of earnable compensation

Fiscal year ended June 30, 2015 Fiscal year ended June 30, 2016

Employer Class Two 10.75% of earnable compensation 10.91% of earnable compensation

Employer Class Three 10.75% of earnable compensation 10.91% of earnable compensation

Employer Incidental Death Benefit   0.15% of earnable compensation  0.15% of earnable compensation

 
The Library’s actual contributions to SCRS for the year ended June 30, 2016 was $796,308, which equaled 
the required contributions. 
 
Actuarial Assumptions and Methods 
 
Actuarial valuations involve estimates of the reported amounts and assumptions about the probability of 
occurrence of events far into the future.  Examples include assumptions about future employment, mortality, 
and future salary increases.  Amounts determined during the valuation process are subject to continual 
revision as actual results are compared with past expectations and new estimates are made about the 
future.  South Carolina state statute requires that an actuarial experience study be completed at least once in 
each five-year period.  The last experience study was performed on data through June 30, 2010, and the 
next experience study, performed on data through June 30, 2015, is currently underway.   
 
The most recent annual actuarial valuation reports adopted by the PEBA Board are as of July 1, 2014.  The 
net pension liability of each defined benefit pension plan was therefore determined by the consulting actuary, 
Gabriel, Roeder, Smith and Company (“GRS”), based on the July 1, 2014, actuarial valuations, using 
membership data as of July 1, 2014, projected forward to the end of the fiscal year, and financial information 
of the pension trust funds as of June 30, 2015, using generally accepted actuarial principles.  Information 
included in the following schedules is based on the certification provided by GRS. 
 
The following provides a summary of the actuarial assumptions and methods used in the July 1, 2014, 
valuations for SCRS. 

                        

SCRS

Actuarial cost method Entry age normal

Actuarial assumptions:

Investment rate of return 7.50%

Projected salary increases 3.5% to 12.5% (varies by service)*

Benefit adjustments lesser of 1% or $500

* Includes inflation at 2.75%
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III. OTHER INFORMATION (CONTINUED) 
 
C. Defined Benefit Pension Plan (Continued) 

 
The post-retiree mortality assumption is dependent upon the member's job category and gender.  This 
assumption includes base rates which are automatically adjusted for future improvement in mortality using 
published Scale AA projected from the year 2000. Assumptions used in the July 1, 2014, valuations for SCRS 
are as follows: 
 

Former Job Class Males Females

Educators
RP-2000 Males (with White Collar
adjustment) multiplied by 110%

RP-2000 Females (with White
Collar adjustment) multiplied by
95%

General Employees and Members
of the General Assembly

RP-2000 Males multiplied by 100%
RP-2000 Females multiplied by
90%

Public Safety and Firefighters
RP-2000 Males (with Blue Collar
adjustment) multiplied by 115%

RP-2000 Females (with Blue
Collar adjustment) multiplied by
115%

 
Net Pension Liability 
 
The net pension liability (NPL) is calculated separately for each system and represents that particular 
system's total pension liability determined in accordance with GASB Statement No. 67 less that System's 
fiduciary net position.  The Library’s proportional share of the NPL amounts for SCRS is presented below: 
 

                                      

Measurement Period 
Ended June 30,

Fiscal Year 
Ended June 30, SCRS

2014 2015 13,579,832$ 

2015 2016 15,393,713$ 

 
 
The total pension liability is calculated by the Systems' actuary, and each plan's fiduciary net position is 
reported in the Systems' financial statements.  The Library’s proportionate share of the net pension liability 
was calculated on the basis of historical employer contributions.  Although GASB 68 encourages the use of 
the employer's projected long-term contribution effort to the retirement plan, allocating on the basis of 
historical employer contributions is considered acceptable.   For the measurement period ended June 30, 
2015, the Library’s percentage of the SCRS net pension liability was 0.081167%. 
 
Discount Rate 
 
The discount rate used to measure the total pension liability was 7.50%.  The projection of cash flows used to 
determine the discount rate assumed that contributions from participating employers in SCRS will be made 
based on the actuarially determined rates based on provisions in the South Carolina State Code of Laws. 
Based on those assumptions, each System's fiduciary net position was projected to be available to make all 
projected future benefit payments of current plan members.  Therefore, the long-term expected rate of return 
on pension plan investments was applied to all periods of projected benefit payments to determine the total 
pension liability. 
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III. OTHER INFORMATION (CONTINUED) 
 
C. Defined Benefit Pension Plan (Continued) 
 
Long-Term Expected Rate of Return 
 
The long-term expected rate of return on pension plan investments for actuarial purposes is based upon the 
30 year capital market outlook at the end of the third quarter 2013.  The actuarial long-term expected rates of 
return represent best estimates of arithmetic real rates of return for each major asset class and were 
developed in coordination with the investment consultant for the Retirement System Investment Commission 
(“RSIC”) using a building block approach, reflecting observable inflation and interest rate information available 
in the fixed income markets as well as Consensus Economic forecasts.  The actuarial long-term assumptions 
for other asset classes are based on historical results, current market characteristics, and professional 
judgment. 
 
The RSIC has exclusive authority to invest and manage the retirement trust funds' assets.  As co-fiduciary of 
the Systems, statutory provisions and governance policies allow the RSIC to operate in a manner consistent 
with a long-term investment time horizon.  The expected real rates of investment return, along with the 
expected inflation rate, form the basis for the target asset allocation adopted annually by the RSIC.  For 
actuarial purposes, the long-term expected rate of return is calculated by weighting the expected future real 
rates of return by the target allocation percentage and then adding the actuarial expected inflation which is 
summarized in the following table.  For actuarial purposes, the 7.50% assumed annual investment rate of 
return used in the calculation of the total pension liability is set in statute and includes a 4.75% real rate of 
return and a 2.75% inflation component. 

Asset Class Target Asset Allocation

Expected 
Arithmetic Real 
Rate of Return

Long Term 
Expected Portfolio 

Real Rate of 
Return

Short Term 5.00%
Cash 2.00% 1.90% 0.04%

Short Duration 3.00% 2.00% 0.06%

Domestic Fixed Income 13.00%
Core Fixed Income 7.00% 2.70% 0.19%

Mixed Credit 6.00% 3.80% 0.23%

Global Fixed Income 9.00%
Global Fixed Income 3.00% 2.80% 0.08%

Emerging Markets Debt 6.00% 5.10% 0.31%

Global Public Equity 31.00% 7.10% 2.20%

Global Tactical Asset Allocation 10.00% 4.90% 0.49%

Alternatives 32.00%
Hedge Funds (Low Beta) 8.00% 4.30% 0.34%

Private Debt 7.00% 9.90% 0.69%

Private Equity 9.00% 9.90% 0.89%

Real Estate (Broad Market) 5.00% 6.00% 0.30%

Commodities 3.00% 5.90% 0.18%

Total Expected Real Return 100.00% 6.00%

Inflation for Actuarial Purposes 2.75%

Total Expected Nominal Return 8.75%
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III. OTHER INFORMATION (CONTINUED) 
 
C. Defined Benefit Pension Plan (Continued) 
 
Sensitivity Analysis 
 
The following table presents the proportional net pension liability of the Library calculated using the discount 
rate of 7.50%, as well as what the Library’s net pension liability would be if it were calculated using a discount 
rate that is 1.00% lower (6.50%) or 1.00% higher (8.50%) than the current rate. 
 

System 1.00% Decrease (6.50%)
Current Discount Rate 

(7.50%)
1.00% Increase (8.50%)

SCRS 19,407,073$                 15,393,713$                 11,591,705$                 

Sensitivity of the Library's Proportional Share of Net Pension Liability to Changes in the Discount Rate

 
Plan Fiduciary Net Position 
 
Detailed information about the Plan’s fiduciary net position is available in PEBA’s separately issued financial 
report. 
 
Deferred Outflows (Inflows) of Resources 
 
For the year ended June 30, 2016, the Library recognized pension expense of $1,218,134.  At June 30, 2016, 
the Library reported deferred outflows (inflows) of resources related to pensions from the following sources:  
 

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 

Resources

Pension contributions made subsequent to measurement date 796,308$       -$           

Differences in actual and expected experience 273,494         27,529       

Changes in proportion and differences between Library's

  contributions and proportionate share of contributions 316,197         -            

Net differences between projected and actual earnings on plan 

investments 103,038         -            

1,489,037$    27,529$     

 
The Library reported $796,308 as deferred outflows of resources related to contributions subsequent to the 
measurement date which will be recognized as a reduction of the net pension liability in the year ending   
June 30, 2017.  Other amounts reported as deferred outflows (inflows) of resources will be recognized in 
pension expense in future years.  The following schedule reflects the amortization of the Library’s proportional 
share of the net balance of remaining deferred outflows (inflows) of resources at June 30, 2016.  Average 
remaining service lives of all employees provided with pensions through the pension plans at June 30, 2015, 
measurement date was 4.164 years for SCRS. 
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III. OTHER INFORMATION (CONTINUED) 
 
C. Defined Benefit Pension Plan (Continued) 
 

Measurement Period Ending June 30, Fiscal Year Ending June 30, SCRS

2016 2017 165,840$     
2017 2018 165,840      
2018 2019 71,899        
2019 2020 261,621      

Net Balance of Deferred Outflows / (Inflows) of Resources 665,200$     
 

 
Payables to the pension plan 
 
At June 30, 2016, the Library reported a payable of $159,406 for the outstanding amount of contributions to 
SCRS.  The liability will be paid in the normal course of paying year-end obligations. 
 
D. Defined Contribution Pension Plans 
 
Internal Revenue Code Section 457 Plan 
 
The Library offers its employees a deferred compensation plan, offered through the State of South Carolina, 
created in accordance with Internal Revenue Code Section 457.  The plan, available to all regular full-time 
and part-time employees, permits participants to defer a portion of their salaries until future years.  The 
deferred compensation is not available to the employee or his beneficiaries until termination, retirement, 
death, disability, or an approved hardship.  All amounts of compensation deferred under the plan are held in 
trust for the contributing employee and are not subject to claims of the employer’s general creditors.  The plan 
is administered by the State of South Carolina. 
 
Employee contributions to the 457 plan for the year were $5,730. 
 
Internal Revenue Code Section 401(k) Plan 
 
The Library also offers its employees participation in a deferred compensation plan offered through the State 
of South Carolina, created in accordance with Internal Revenue Code Section 401(k).  The 401(k) plan has 
the same eligibility requirements as the 457 plan, although the withdrawal provisions are more lenient under 
the 401(k) plan.  All amounts of compensation deferred under the plan are held in trust for the contributing 
employee and are not subject to claims of the employer's general creditors.  The funds are administered by 
the State of South Carolina.   
 
Employee contributions to the 401(k) plan for the year were $154,300. 
 
E. Other Post-employment Benefits 
 
Per the requirements of a local ordinance, the County provides post-retirement health, life, and dental care 
benefits for certain retirees and their dependents.  This plan is a single employer defined benefit plan.  The 
County’s regular insurance providers underwrite the retirees’ policies.  Retirees may not convert the benefit 
into an in-lieu payment to secure coverage under independent plans. This program is administered and 
funded by Charleston County.  Prior to July 1, 2008, substantially all employees who retired under the state 
retirement plans were eligible to continue their coverage with the County paying 50% of health insurance 
premiums, and the retiree paying 100% of life and dental insurance premiums and the remaining 50% of 
health insurance premiums. 
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III. OTHER INFORMATION (CONTINUED) 
 
E. Other Post-employment Benefits (Continued) 
 
Effective July 1, 2008, the County modified its post-employment benefits policy to establish minimum years of 
service requirements with the County or its participating component units as follows: 
 
 1. Twenty five years of service with the County for a fifty percent of health premium benefit 
 2. Fifteen years of service with the County for a twenty five percent of health premium benefit. 
 
The plan was further modified to reduce the surviving spouse benefit to one year for future retirees who start 
work with the County January 1, 2009 and later. 
 
Effective July 1, 2016, the County modified its post-employment benefits policy to discontinue the subsidy for 
retiree health insurance for new hires. 
 
The County estimated post-employment expense for the year ended June 30, 2016 to be $315,101 or 4.05% 
of budgeted salaries of $7,779,107.  This amount was withheld from the monthly appropriation from the 
County to the Library. 
 
F. Funds Held by Coastal Community Foundation 
 
As of June 30, 2016, the Coastal Community Foundation held $464,827 in the Charleston County Library 
Fund.  The fund was established in November 1983 for the purpose of providing support from earnings on the 
funds for unusual or innovative programs and services at the Library not normally funded by government 
appropriation.  During the year, no amounts were awarded as grants to the Library.  At year-end, $8,179 is 
available for grants to the Library. 
 
As of June 30, 2016, the Coastal Community Foundation held $96,235 in the Roper Foundation Community 
Wellness Endowment for the Charleston County Library.  The endowment was established for the purpose of 
updating the health education information collection from earnings on the funds.  During the year, no amounts 
were awarded as grants to the Library.  At year-end, $3,635 is available for grants to the Library. 
 
These amounts are not reflected in the Library’s financial statements until grants are received by the Library 
from the Foundation. 
 
G. Commitments and Contingent Liabilities 
 
Grants 
 
The Library receives a substantial amount of support from federal, state, and local governments.  A significant 
reduction in the level of this support, if this were to occur, may have an effect on the Library's programs, 
activities, and collection materials. 
 
The Library must apply for annual renewal of contracts and grants with the South Carolina State Library.  
Funding is subject to both increases and decreases at the discretion of the State Library, and some 
agreements also may be terminated by either party contingent upon certain conditions. 
 
Amounts received or receivable from grantor agencies in previous years are subject to audit and adjustment 
by grantor agencies.  Any disallowed claims, including amounts already collected, could become a liability of 
the general fund.  The amount of program expenditures which may be disallowed by the granting agencies 
cannot be determined at this time, although the Library expects such amounts, if any, to be immaterial. 
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III. OTHER INFORMATION (CONTINUED) 
 
H. Pending GASB Pronouncements 
 
GASB Statement No. 73, Accounting and Financial Reporting for Pensions and Related Assets That are Not 
within the Scope of GASB Statement 68 and Amendments to Certain Provision of GASB Statement 67 and 
68. The requirements of this Statement will improve financial reporting by establishing a single framework for 
the presentation of information about pensions, which will enhance the comparability of pension-related 
information reported by employers and nonemployer contributing entities. The provisions in Statement 73 are 
effective for fiscal years beginning after June 15, 2015—except those provisions that address employers and 
governmental nonemployer contributing entities for pensions that are not within the scope of Statement 68, 
which are effective for fiscal years beginning after June 15, 2016. The Library will implement the new 
guidance with the 2017 financial statements. 

 
GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans. 
The objective of this Statement is to improve the usefulness of information about postemployment benefits 
other than pensions (other postemployment benefits or OPEB) included in the general purpose external 
financial reports of state and local governmental OPEB plans for making decisions and assessing 
accountability. The provisions in Statement 74 are effective for fiscal years beginning after June 15, 2016. 
The Library will implement the new guidance with the 2017 financial statements. 
 
GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than 
Pensions, establishes new accounting and financial reporting requirements for governments whose 
employees are provided with OPEB, as well as for certain nonemployer governments that have a legal 
obligation to  provide financial support for OPEB provided to the employees of other entities. The provisions in 
Statement 75 are effective for fiscal years beginning after June 15, 2017. The Library will implement the new 
guidance with the 2018 financial statements. 

 
GASB Statement No. 77, Tax Abatement Disclosures, requires disclosure of tax abatement information about 
(1) a reporting government’s own tax abatement agreements and (2) those that are entered into by other 
governments and that reduce the reporting government’s tax revenues. The requirements of this Statement 
are effective for reporting periods beginning after December 15, 2015. The Library will implement the new 
guidance with the 2017 financial statements. 

 
GASB Statement No. 80, Blending Requirements for Certain Component Units – An Amendment of GASB 
Statement No. 14, requires blending of a component unit incorporated as a not-for-profit corporation in which 
the primary government is the sole corporate member. The requirements of this Statement are effective for 
reporting periods beginning after June 15, 2016.  The Library will implement the new guidance with the 2017 
financial statements. 

 
GASB Statement No. 81, Irrevocable Split-Interest Agreements, requires that a government that receives 
resources pursuant to an irrevocable split-interest agreement recognize assets, liabilities, and deferred 
inflows of resources at the inception of the agreement. Furthermore, this Statement requires that a 
government recognize assets representing its beneficial interests in irrevocable split-interest agreements that 
are administered by a third party, if the government controls the present service capacity of the beneficial 
interests. This Statement requires that a government recognize revenue when the resources become 
applicable to the reporting period. The requirements of this statement are effective for financial statements for 
periods beginning after December 15, 2016, and should be applied retroactively.  The Library will implement 
the new guidance with the 2018 financial statements. 
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III. OTHER INFORMATION (CONTINUED) 
 
H. Pending GASB Pronouncements (Continued) 

 
GASB Statement No. 82, Pension issues – an amendment of GASB Statements No. 67, No. 68, and No. 73, 
requires the presentation of covered payroll, defined as the payroll on which contributions to a pension plan 
are based, and ratios that use that measure. This Statement clarifies that payments that are made by an 
employer to satisfy contribution requirements that are identified by the pension plan terms as plan member 
contribution requirements should be classified as plan member contributions for purposes of Statement 67 
and as employee contributions for purposes of Statement 68. It also requires that an employer’s expense and 
expenditures for those amounts be recognized in the period for which the contribution is assessed and 
classified in the same manner as the employer classifies similar compensation other than pensions (for 
example, as salaries and wages or as fringe benefits). The requirements of this Statement are effective for 
reporting periods beginning after June 15, 2016. The Library will implement the new guidance with the 2017 
financial statements. 

 
Management has not yet determined the impact implementation of these standards will have on the Library’s 
financial statements, if any. 

 
I. Subsequent Events 
 
Management has assessed subsequent events through September 27, 2016, the date the financial 
statements were available to be issued.  
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Original Final
Budget Budget Actual

REVENUES
 Intergovernmental revenues

State aid income 437,761$    437,761$    437,761$      
 Lottery funds -            -            121,210        
 County appropriation 15,072,774 15,072,774 15,072,774

Supplemental Appropriation - Vehicles 90,000       -            -               
Supplemental Appropriation - Summer Youth -            -            18,450

 Fines 337,000     337,000     330,878        
Miscellaneous income

 Copy machine charges 99,500       99,500       107,798        
  E-Rate reimbursement 60,000       60,000       39,233          
  Other 25,000       25,000       57,979          

TOTAL REVENUES 16,122,035 16,032,035 16,186,083   

EXPENDITURES
Personnel costs 10,995,033 10,995,033 10,534,382
Information resources 2,581,850 2,581,850 2,286,050
Utilities 953,234 953,234 949,458
Building repairs and maintenance 655,528 655,528 629,267
Information technology 620,400 620,400 589,483
Other expenditures 199,037 199,037 155,646
Copiers and printers 187,600 187,600 186,747
Supplies 121,550 121,550 101,634
County insurance and risk management 98,208 98,208 98,208
Capital outlay - vehicles 90,000 -            -               
Motor vehicle expenses 58,890 58,890 36,667
Equipment repairs and maintenance 52,870 52,870 51,424
Printing 23,500 23,500 16,532
Miscellaneous 1,000         1,000         4,414           

TOTAL EXPENDITURES 16,638,700 16,548,700 15,639,912   
EXCESS OF REVENUES OVER (UNDER)

EXPENDITURES (516,665)$  (516,665)$  546,171        

FUND BALANCE
Beginning of year 1,509,221

End of year 2,055,392$   
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Annually, at a time designated by the Charleston County Council, the Library prepares a proposed budget for the 
General Fund.  This budget is what the Board anticipates will be available for the operation of the library system, 
and is adequate to fund the operation and programs of the library system.  Based upon this proposed budget, the 
funding level for the annual "county appropriation" is approved by County Council.  The annual appropriation from 
Charleston County is only subject to change by the County Administrator or County Council.  All appropriations 
lapse at year end.   
 
The legal level of budgetary control is determined by the Board at the entity level.  Expenditures by major 
category, i.e. personnel, purchased services and materials, are further defined in the budget document.  
Management of the Library is authorized to make transfers between major expenditure categories.  The budget 
ordinance must be amended by the Board to affect changes in total appropriations. 
 
The budget was amended during the year to reflect a change in Charleston County’s budget policy relating to the 
funding of vehicles designated for Library use. 
 
When the Library budgets for the purchase of library materials, no distinction is made in regards to the 
capitalizable portion of the library materials.  On the Statement of Revenues, Expenditures, and Changes in Fund 
Balances, items that are capitalized are presented as “Capital outlay.”  In addition to this difference, financing 
sources for insurance proceeds received are presented on the budgetary comparison schedule as miscellaneous 
revenue.  Below is a summary of such differences: 
 

Statement of 
Revenues, 

Expenditures, 
and Changes in 
Fund Balances

Budgetary 
Comparison 

Schedule Differences

 Total revenue - general fund 16,150,677$   16,186,083$   35,406$          

 Expenditures 
 Personnel costs 10,534,382     10,534,382     -                 
 Purchased services and materials 3,489,582       5,105,530       (1,615,948)      
 Capital outlay - library materials 1,615,948       -                 1,615,948       

 Total expenditures 15,639,912     15,639,912     -                 

 Excess of revenues over expenditures 510,765          546,171          (35,406)          

 Other financing sources 35,406           -                 35,406           

 Net change in fund balance 546,171          546,171          -                 

 Fund Balance 
 Beginning of year 1,509,221       1,509,221       -                 

 End of year 2,055,392$     2,055,392$     -$               
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Year 
Ended 

June 30

Library's 
proportion of the 

net pension 
liability

Library's 
proportionate 

share of the net 
pension liability 

(asset)

Library's 
covered 

employee 
payroll

Library's share 
of the net 

pension liability 
(asset) as a 

percentage of its 
covered 

employee payroll

Plan fiduciary 
net position as a 
percentage of 

the total pension 
liability

2016 0.0812% 15,393,713$      7,199,888$    214% 57.00%

2015 0.0789% 13,579,832$      7,600,121$    179% 59.92%

2014 0.0789% 14,147,541$      7,161,389$    198% 56.39%

 
Note:  The Library implemented GASB 68 during fiscal year 2015, as such only the last 3 years of data are available.  Each 
year, the Library will add an additional year of data until a total of ten years is presented. 
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Year 
Ended 

June 30

Actuarially 
required 

contribution

Contributions 
relative to 
actuarially 
required 

contributions

Contribution 
deficiency 
(excess)

Library's 
covered 

employee 
payroll

Contributions 
as a 

percentage of 
covered 

employee 
payroll

2016 796,308$      796,308$      -$             7,199,888$   11.06%

2015 828,413$      828,413$      -$             7,600,121$   10.90%

2014 759,107$      759,107$      -$             7,161,389$   10.60%

2013 729,721$      729,721$      -$             6,884,164$   10.60%

2012 679,873$      679,873$      -$             7,130,293$   9.53%

2011 653,680$      653,680$      -$             6,961,443$   9.39%

2010 652,306$      652,306$      -$             6,946,820$   9.39%

2009 681,277$      681,277$      -$             7,255,348$   9.39%

2008 696,167$      696,167$      -$             7,588,819$   9.17%

2007 552,420$      552,420$      -$             6,736,825$   8.20%
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 Independent Auditors’ Report on Internal Control 
Over Financial Reporting and on Compliance and Other Matters Based on 

an Audit of Financial Statements Performed in 
Accordance with Government Auditing Standards 

 
 

Board of Trustees 
Charleston County Library, 
a Component Unit of Charleston County 
Charleston, South Carolina 
 
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, the discretely 
presented component unit, the major fund, and the aggregate remaining fund information of Charleston County 
Library, a Component Unit of Charleston County, South Carolina, (the Library) as of and for the year ended 
June 30, 2016, and the related notes to the financial statements, which collectively comprise Library’s basic 
financial statements, and have issued our report thereon dated September 27, 2016.  Our report includes a 
reference to other auditors who audited the financial statements of Friends of the Charleston County Library, the 
discretely presented component unit, as described in our report on the Library’s financial statements.  The 
financial statements of Friends of the Charleston County Library were not audited in accordance with Government 
Auditing Standards, and accordingly, this report does not include reporting on internal control over financial 
reporting or instances of reportable noncompliance associated with Friends of the Charleston County Library. 
 
Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Library’s internal control over 
financial reporting (internal control) 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 control.  Accordingly, we do not express an opinion on the 
effectiveness of the Library’s internal 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 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 
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, and therefore, material weaknesses or significant deficiencies may exist that were not 
identified.  Given these limitations, during our audit, we did not identify any deficiencies in internal control that we 
consider to be material weaknesses.  We did identify certain deficiencies in internal control, described in the 
accompanying schedule of findings and responses, that we consider to be significant deficiencies:  2016-001. 
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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.   
 
The Library’s Response to Findings 

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

 
Summerville, South Carolina 
September 27, 2016 
 
 
 



CHARLESTON COUNTY LIBRARY 
(A Component Unit of Charleston County, South Carolina) 

SCHEDULE OF FINDINGS AND RESPONSES 
YEAR ENDED JUNE 30, 2016 
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Ref # 
Department 

Program/Grant 
  

Finding/Noncompliance 
    

2016-001 Finance  Criteria:  As noted in the prior year, segregation of duties, 
especially as it pertains to the recording and reconciling of 
transactions, is necessary to ensure proper safeguarding of 
assets of the Library.   

    
   Condition:  Posting activity to the ledgers is not sufficiently 

segregated to provide proper internal control.  Furthermore, a 
detailed review of such postings is not being performed by 
management. 

    
   Cause:  The Library has a limited number of personnel to whom 

accounting tasks can be assigned.  A detailed review of journal 
entries is not being performed by management. 
 
Effect:  The Library has insufficient internal controls to monitor 
the risk of material misstatements whether due to fraud or error 
that could result from erroneous or fraudulent journal entries. 

    
   Recommendation: There are internal controls that when 

effectively designed and implemented can mitigate certain 
segregation of duty issues.  While Library’s management has 
increased their level of detailed review of cash disbursements, 
payroll journals, and bank reconciliations, there are still 
improvements that can be made with regard to detailed review of 
journal entries. 

    
   Management’s Response:  Management will continue to review 

finance department internal controls for any cost-effective 
improvements necessary to ensure the proper safeguarding of 
assets.  While management believes that current controls are 
sufficient to ensure the proper safeguarding of assets within 
acceptable levels of risk considering the resources available, 
additional staff is being sought to increase segregation of finance 
duties. 
 

 


