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INDEPENDENT AUDITORS’ REPORT

Beard of Directors
Cherokee County Tourism Development Authority
Murphy, North Carclina

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities and the General Fund of the
Cherokee County Tourism Development Authority, 2 component unijt of Cherokee County, as of and for the year
ended June 30, 2022, and the related notes to the financial statements, which collectively comprise the Authority's
hasic financial statements as listed in the table of contents,

In cur opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and the General Fund of the Cherokee County Tourism
Development Authority, as of June 30, 2022, and the respective changes in flnancial position thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America,
issued by the Comptroller General of the United States, Our responsibilities under those standards are further
described in the Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of the Cherckee County Tourism Development Authority and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit, We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions,

Change in Accouniing Principle

As described in Note VI to the financlal statements, in 2022, the Authority adopted new accounting guidance, GASB
Statement No. 87, Leases and GASB Statement No. 96, Subscription-Based Information Technology Arrangements,
Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management s responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for the design, implementation, and
maintenance of internal control relevant to the preparation and falr presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Cherokee County Tourism Development
Authority’s ability to continue as a geing concern for twelve months beyond the financial statement date, including
any currently known information that may raise substantial doubt shortly thereafter.




Auditors’ Responsibilities for the Audit of the Financial Statements

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

tn performing an audit in accordance with generally accepted auditing standards, we;

+ Hxercise professional judgment and maintain professional skepticism throughout the audit.

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

« Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Cherokee County Tourism Development Authority's internial control, Accordingly, ne such opinion is expressed.

» Hvaluate the appropriateness of accounting pelicies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

s Conclude whether, in our judgment, there are conditlons or events, considered in the aggregate, that raise
substantial doubt about the Cherckee County Tourism Development Authority's ability to continue as a going
concern for a reasonable period of time,

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

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management's Discussion and
Analysis on pages 3-7 be presented to supplement the basic financial statements. Such information is the
responsibility of management and, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Beard whoe 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 abcut 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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Management's Discussion and Analysis




Cherokee County Tourism Development Authority

Management's Discussion and Analysis
June 30, 2022

As management of the Cherokee County Tourism Development Authority, we offer readers of the Cherokee County
Tourism Development Authority’s financial statements this narrative overview and analysis of the financial activities of
the Cherokee County Tourisin Development Authority for the fiscal year ended June 30, 2022. We encourage readers to
read the information presented here in conjunction with additional information that we have furnished in the
Authority’s financial statements, which follow this narrative.

Financial Highlights
» The assets and deferred outflows of resources of the Authority exceeded its liabilitles and deferred inflows of
resources at the close of the fiscal year by $1,521,544 (net position). Of this amount, $1,118,668 (unrestricted net
position) or 73.52% may be used to meet the Authority's ongoing obligations.

o The Authority's total net position increased by $307,759.

= At the close of the current fiscal year, the Authority's governmental fund reported an ending fund balance of
'$1,326,050 an increase of $285,695 in fund balance. Of this amount, $1,117,709 (unassigned fund balance) or
84,29% is available for spending at the Authority's discretion.

Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to the Authority's basic financial statements.
Since the Authority is engaged in a single governmental program, the fund financial statements and the
government-wide statements are combined using a celumnar format that reconciles the individual fund financial
data in a separate column on the face of the financial statements, The financial statements also include notes that
explain some of the information and provide more detailed data.

Governmeni-wide financial statements
The government-wide fipancial statements are designed to provide readers with a broad overview of the
Authority's finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the Authority's assets and deferred outflows of
resources and liabilities and deferred inflows of rescurces, with the difference between the two reported as net
position. Over time, increases or decreases in net position may serve as a useful indicator of whether the financial
conditicn of the Authority is improving or deteriorating,

The statement of activities presents information shewing how the Authority's net position changed during the
most recent fiscal year. All of the current year's revenues and expenses are taken into account regardless of when
cash is received or paid.

Fund financial statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated
for speclfic actlvities or objectives. The Authority, like all other governmental entities in North Carolina, uses fund
accounting to ensure and reflect compliance (or non-comptiance] with finance-related legal requirements, such as
the General Statutes or the Authority’s budget ordinance, The fund of the Cherokee County Tourism Development
Authority is considered a governmental fund,

Governmental funds: All of the Authority's services are reported in a governmental fund, the General Fund, which
focuses on how money flows into and out of the fund and the balance left at year-end that is available for
spending. The fund is reported using an accounting methed called medified accrual accounting, which measures
cash and all other financial assets that can be readily converted to cash. The governmental fund statements
provide a short-term view of Authority's general governmental operations and the basic services it provides.
Governmental financial information helps you determine whether there are more or fewer financial resources
that can be spent in the near future to finance the Authority's programs. As noted above, the fund financlals and
the government-wide financials are combined with a reconciling adjustment columr.



Cherokee County Tourism Development Authority Management’s Discussion and Analysis, Continued

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

Notes to the financial statements

The notes provide additional information that is essential to a full understanding of the data provided in the
combined statements.

Government-Wide Financial Analysis

Figure 1
The Authority’s Net Position
Total
Percentage
2022 2021 Change
Assels
Current and other assets $ 1,396,989 $ 1,064,842 31.19%
Capital assets 195,494 173,430 12,72%
Total assets and deferred outflows
of resources 1,592,483 1,238,272 28.61%
Liabilities
Current liabilities 70,939 24,487 189.70%
Total liabilities and deferred inflows
inflows of resources 70,939 24,487 189.70%
Net position
Invested in capital assets 195,494 173,430 12.72%
Restricted
Stabilization by state statute 207,382 143,291 44,73%
Unrestricted 1,118,668 897,064 24.70%
Total net position $ 1,521,544 $ 1,213,785 25.36%

As noted earlier, net position may serve over time as one useful indicator of a government’s financial condition. The
assets and deferred outflows of the Authority exceeded liabilities and deferrad tnflows by $1,521,544 as of June 30,
2022. The Authority’s net position increased by $307,759 for the fiscal year ended June 30, 2022. The Authority’s
net investment in capital assets (eg. land, buildings, machinery, and equipment) was $195,454 (12.91%)}. The
Cherckee County Tourism Development Authority uses these capltal assets for tourism promotion; consequently,
these assets are not available for future spending. An additional portion of the Authority's net position, $207,382
(13.62%), represents resources that are subject to external restrictions on how they may be used, The remaining
balance of $1,118,668 (73.47%) is unrestricted.



Cherokee County Tourism Development Authority Management's Discussion and Analysis, Continued

Figure 2
Change in The Authority's Net Position
Total
Percentage

2022 2021 Change

Revenues
Occupancy tax $ 785,603 $ 687,924 14.20%
Total revenuss 785,603 687,924 14.209%

Expenses
Tourism promotion and development 473,500 333,273 42.08%
Capital expenses : 4,344 3,251 33.62%
Total expenses 477,844 336,524 41.99%
Increase (decrease) in net position 307,759 351,400 -12.42%
Net position, beginning 1,213,785 862,385 40.75%
Net pesition, ending $ 1,521,544 $ 1,213,785 25.36%

Governmental activities. Governmental activities increased the Authority's net position by $307,759, thereby
accounting for 100% of the total growth in the net position of the Authority.

Financial Analysis of the Authority's Funds

As noted earlier, the Cherokee County Tourism Development Authority uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements.

Governmental Funds. The focus of the Cherokee County Tourism Development Authority’s governmental funds is
to provide information on near-term Inflows, outflows, and balances of usable resources. Such information is useful
in assessing the Authority's financing requirements.

At the end of the current fiscal year, the Authority's fund balance available was $1,117,709 while total fund balance
- reached $1,326,050. The Authority currently has an available fund balance of 233.91% of general fund expenditures,
while total fund balance reprasents 277.51% of the same amount.

General Fund Budgetary Highlights

During the fiscal year, the Autherity revised the budget. Generally, budget amendments fall into one of three
categories: 1) amendments made to adjust the estimates that are used to prepare the original budget ordinance
once exact information is available; 2) amendments made to recognize new funding amounts from external sources,
and 3) increases in appropriations that become necessary to maintain services.

There were several reasons the Authority revised its budget throughout the year. As more current information
became available, the Authority amended the budget to shift allocations within departments however overall
expenditures remained the same,




Cherokee County Tourism Development Authority Manageinent's Discussion and Analysis, Continued

Capital Assets and Debt Administration

Capital Assets. At June 30, 2022 the Authority had $195,494 (net of accumulated depreciation) Invested in capital
assets that included a buflding and building improvements. Information on the Authority's capital assets can be
found in Note [V.A.3.

Major capital transactions during the year include the following:
« Construction was completed for the building remodel project.

Figure 3
Authority's Capital Assets
(net of depreciation}
2022 2021
Buildings $ 141,961 $ 145,212
Building improvements 53,533 -
Construction in progress - 28,218
Total $ 195,494 3 173,430

Long-term debt, The Authority dees not have any long-term debt,

Economic Factors and Next Year's Budget

The following key economic indicator reflects the growth and prosperity of the Authority,

» The Authority does not anticipate any significant change in current economic factors that affect the Authority's
operations,

Budget Highlights for the Fiscal Year Ending June 30, 2023

The 2022-23 budget is very similar to the preceding year's budget with no anticipated increase in occupancy tax
revenue reflected in the adopted budget To alleviate any deficit In revenues the Authority continues to monitor
strict spending policles, Advertising and event dollars will be carefully allocated to provide the greatest impact,

Requests for Information

This financial report Is designed to provide a general overview of the Authority's finances for all those with an
interest in the Authority's finances and to demonstrate the Authority's accountability for the money it receives,
Questions concerning any of the information found In this report or requests for additional information should be
directed to:

Candy R. Anderson, CPA, Finance Officer
75 Peachtree Street, Suite 211, Murphy, NC 28906
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Exhibit 1

Cherokee County Tourism Development Authority
Governmental Fund Balance Sheet / Statement of Net Position

June 30, 2022
General Adjustments Statement of Net
Fund (Note ILA} Position
ASSETS
Current assets:
Cash and investments 1,188,648 $ - $ 1,188,648
Due from governmental agencies 207,382 - 207,382
Prepaid items 959 - 959
Total current assets 1,396,989 - 1,396,989
Non-current assets:
Capital assets:
Construction in progress - - -
Other cagpital assets, net of depreciation - 195,494 195,494
Total capital asssts “ 195,494 195,494
Total non-current-assets - 195,494 195,494
Total assets 1,396,989 195,494 1,592,483
LIABILITIES
Current liabilities;
Accounts payable and accrued liabilities 70,939 - 70,939
Total current liabilities 70,939 - 70,939
Total liabilities 70,939 - 70,939
FUND BALANCES / NET POSITION
Fund balances:
Nonspendable
Prepaid items 959 (959) -
Restricted
Stabilization by State statute 207,382 (207,382)
Unassigned 1,117,709 (1,117,709) -
Total fund bhalances 1,326,050 {1,326,050) -
of resources and fund balances 1,396,989
Net position:
Net investment in capital assets 195,494 195,494
Restricted
Stabilization by State statute 207,382 207,382
Unrestricted 1,118,668 1,118,668
Total net position 1,521,544 $ 1,521,544

The netes to the financial statements are an integral part of this statement,




Cherokee County Tourism Development Authority
Statement of Governmental Fund Revenues, Expenditures, and
Changes in Fund Balance/Statement of Activities
For the Year Ended June 30, 2022

Exhibit 2

General Adjustments Statement of
Fund (Note ILB) Activities
Revenues:
Occupancy tax $ 785,603 § - § 785,603
Total revenues 785,603 - 785,603
Expenditures/expenses:
Economic development:
Tourism prometicn and development 473,500 - 473,500
Capital expenses 26,408 (26,408) -
Depreciation expense - 4,344 4,344
Total expenditures/expenses 499,908 (22,064) 477,844
Net program revenues 285,695 22,064 307,759
Excess (deficiency) of revenues over expenditures 285,695 (285,695) -
Change in net position - 307,759 307,759
Fund balance/net position:
Beginning of year 1,040,355 173,430 1,213,785
End of year $ 1,326,050 3 195,494 § 1,621,544

The notes to the financial statements are an integral part of this statement,
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Cherokee County Tourism Development Authority

Statement of Revenues, Expenditures, and Changes in Fund Balance

Budget and Actual - General Fund
For the Year Ended June 30, 2022

Exhibit 3

REVENUES
Occupancy tax
Total revenues

EXPENDITURES
Tourism prometion and development:
Grant program:
Events and entertainment
Total grant program

Strategic plan initiative:

General strategic plan nitiative:
Visitor Center US 64 Murphy
Visitor Center US 74 Andrews
Administratlve expenses
Professional service expenses
Chamber Support
Miscellaneous expense
Capital outlay

Total general strategic plan initlative

Action Adveniure
Great Qutdoors
Mountain Culture
Tourism promotion

Total strategic plan initiative

Total tourism promotion and development

Contingency
Total expenditures

Revenues aver (under) expenditures
Appropriated fund balance

Revenues and other sources over expenditures

Fund balance, beginning

Fund balance, ending

Variance with

Original Final Actual Final Positive
Budget Budget Amounts (Negative)

$ 410000 $ 410,000 § 785603 $§ 375,603
410,000 410,000 785,603 375,603
8,000 9,000 9,000 -

8,000 9,000 9,000

130,100

49,330

27

5,000

75,800

1,441

26,408
260,300 287,100 288,106 (1,0086)
3,000 3,000 965 2,035
10,000 10,000 8,300 1,700
2,000 1,000 - 1,000
97,500 167,500 193,537 (26,037)
372,800 468,600 490,908 (22,308)
380,800 477,600 499,908 (22,308)
29,200 29,200 - 29,200
410,000 506,800 499,908 6,892
- (96,800) 285,695 382,495
- 96,800 - {96,800)
$ - § - 285,695 § 285,695

1,040,355
_$ 1326050

The notes to the financial statements are an integral part of this statement.
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Cherokee County Tourism Development Authority
Notes to the Financial Statements
For the Year Ended June 30,2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policles of the Cherokee County Tourism Development Authority conform to generally accepted
accounting principles as applicable to governments. The followlng is a summary of the more significant accounting
policies:

A. Reporting Entity

The Cherckee County Tourism Development Authority, a component unit of Cherokee County, is a public authority
under the North Carolina General Statutes and is governed by a 7-member appointed board. The Authority receives
room occupancy taxes which are levied on gross receipts derlved from the rental of any room, lodging, or similar
accommodation furnished by a hotel, motel, or similar establishment within Cherokee County, which is subject to the
three percent tax authorized by the State of North Carolina under General Statute 105-164.4(3). The occupancy taxes
are levied and collected by the Cherokee County Finance Department and remitted to the Authority. There is an
additional levy of one percent of gross receipts for establishments within Cherokee County which was authorized by
the Cherokee County Beard of Commissioners under North Carolina Session Law 2009-445, Section 28 and House Bill
2783, These occupancy taxes are collected by the Cherokee County Finance Department and remitted to the
Authority.

The accompanying financial statements present the financial position of the Authority. The Authority has no
component units, The Authority is considered a discretely presented component unit of the County and is presented in
the County's government-wide financial statements in a separate celumn,

B. ¥ nt-wide Financial eme

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of Activities) report
information on the financiat activities of the Authority. The Statement of Activities demonstrates the degree to which
direct expenses of a given function are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific program. 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 and 2) grants and contributions
that are restricted to meeting the operational or capital requirements of a particular program. Investment earnings
and other items not properly included among the program revenues are reported instead as general revenues.

Since the Authority is engaged in a single governmental program, the fund financial statements and the governmeni-
wide statements are combined using a columnar format that reconciles the individual line items of fund financial data
to government-wide data in a separate column on the [ace of the financlal statements.

C. N tFocu d Basis of Accountin

The government-wide financial statements are reported using the ecoromic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Grants and similar items are recognized as soon as all the
eligibllity 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 avallable,
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. All revenues are susceptible to accrual. Expenditures are recorded when the
retated fund llability is incurred.

The General Fund is the operating fund of the Authority and is used to account for all financial resources.

«12 -



Cherokee County Tourism Development Authority Notes to the Financial Statements, Continued

D. BudgetaryData

The Authority’s budgets are adopted as required by the North Carolina General Statutes. An annual budget is
adopted for the General Fund, Al annual appropriations lapse at the fiscal year-end. All hudgets are prepared
using the modified accrual basis of accounting. Expenditures may not legally exceed appropriations at the object
level for all annually budgeted funds and at the project level for the multi-vear funds. All amendments must be
approved by the governing board and the Board must adopt an interim budget that covers that time until the
annual ordinance can be adopted,

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

State law [G.S. 159-30(c)] authorizes the Authority to invest in obligations of the United States or obligations fully
guaranteed both as to principal and interesi by the United States, obligations of the State of North Carolina, bonds
and notes of any North Carolina local government or public authority, obligations of certain non-guaranteed federal
agencies, certain high quality issues of commercial paper and bankers’ acceptances, and the North Carolina Capital
Management Trust {NCCMT). The Authority’s investments are reported at fair value. The NCCMT Government
Portfolie, a SEC-registered (2a-7) money market mutual fund, is measured at fair vaine. Because the NCCMT
Government and Term Portfolics have a welghted average maturity of less than 90 days, they are presented as an
investment with a maturity ofless than 6 months.

2. Cash and Cash Equivalents

All cash and investments are essentially demand deposits and are considered cash and cash equivalents. The
Authority considers all highly liquid investments (including restricted assets) with a maturity of three months or
less when purchased to be cash and cash equivalents. The cash resources of the Authority include a checking
accountheld by the Authority for operating needs.

3. Prepaijd Items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded zs prepaid
items in the government-wide statements, and are expensed as the items are used.

4. Capital Assels

Purchased or constructed capital assets are reported at cost or estimated historical cost. The Authority defines
capital assets as assels with an initlal, individual cost of more than §5,000. Donated capital assets received prior to
June 15, 2015 are recorded at their estimated fair value at the date of donation. Donated capital assets received
after June 15, 2015 are recorded at acquisition value. All other purchased or constructed capital assets are reported
at cost or estimated historical cost. The cost of normal maintenance and repairs that do not add to the value of the
asset or materially extend assets’ lives are not capitalized.

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

Years
Buildings 50
Other improvements 10-25
Furniture and Fixtures 7
Equipment 5
Vehicles 5

-~13-



Cherokee County Tourism Development Authority Notes to the Financial Statements, Continued

5. Deferred Quiflows/Inflows of Resources.

In addition to assets, the statement of financial position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, Deferred Qutflows of Resources, represents a
consumption of net position that applies to a future period and so will not be recognized as an expense or
expenditure until then. The Authority has ne items that meet this criterion. In addition to llabilities, the statement
of financial position will sometimes report a separate section for deferred inflows of resources. This separate
financtal statement element, Deferred Inflows of Resources, represents an acquisition of net position that applies to
a future period and sc will not be recognized as revenue until then, The Autherity has no items that meet this
criterien.

itio lances
Net Positi

Net position in government-wide financial statements are classified as net investiment in capital assets, restricted,
and unrestricted. Restricted net position represents constraints on resources that are either externally imposed by
creditors, grantors, contributors, or laws or regulations of other governments or imposed by law through state
statute.

Fund Balances

In the fund financial data column of the combined fund financial statements and government-wide statements, fund
balance is composed of five classifications designed to disclose the hierarchy of constraints placed on how fund
balance can be spent.

The governmental fund types clagsify fund balances as follows:

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

Prepaid items - portlon of fund balance that is not an available resocurce because it represents payments te
vendors for costs applicable to future accounting periods, which are not spendahle resources.

Restricted Fund Balance - This classification includes amounts that are resiricted to specific purposes
externally imposed by creditors orimposed by law.

Restricted for Stabilization by State statute - North Carolina G.S. 159-8 prohibits units of government from
budgeting or spending a portien of their fund balance. This is one of several statutes enacted by the North
Carolina State Legislature in the 1930°s that were designed to improve and maintain the fiscal health of
local government units, Restricted by State statute {RSS), is calculated at the end of each fiscal year for all
annually budgeted funds. The calculation in G.S. 159-8(a) provides a formula for determining what portion
of fund balance is available for appropriation. The amount of fund balance not available for appropriation
is what is known as “restricted by State statute”. Appropriated fund balance in any fund shall not exceed the

sum of cash and Investments minus the sum of liabilities, encumbrances, and deferred revenues arising from

cash receipts, as those flyures stand at the close of the fiscal year next preceding the budget. Per GASB
guidance, RSS is considered a resource upon which a restriction is “irnposed by law through constitutional
provisions or enabling legislation.” RSS is reduced by inventories and prepaids as they are classified as
nonspendable. Outstanding Encumbrances are included within RSS. RSS is inciuded as a component of
Restricted Net position and Restricted fund balance on the face of the balance sheet.

Committed Fund Balance - portion of fund balance that can only he used for specific purposes imposed by
majority vote by quorum of the Authority’s governing hody [highest level of decision-making authority). The
governing body can, by adoption of an ordinance prior to the end of the fiscal year, commit fund balance. Once
adopted, the limitation imposed by the ordinance remains in place until a similar action is taken (the adoption
of another ordinance) to remove or revise the limitation,

w14~



Cherokee County Tourism Development Authority Notes to the Financial Statements, Continued

Assigned fund balance -~ portion of fund balance that the Authority intends to use for specific purposes.

Unassigned Fund Balance - portion of the fund balance that has not been restricted, committed, or assigned to
specific purposes.

For purposes of fund balance classification expenditures are to be spent from restricted fund halance first, followed
in-order by committed fund balance, assigned fund balance and lastly unassigned fund balance. The Finance
Officer has the authority to deviate from this policy if it is in the best interest of the Authority.

7. Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of the financial statement, and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

I

When capital assets that are used in governmental activities are purchased, the costs of those assets are reported
as expenditures in governmental funds. However, the statement of net position includes those assets among the
assets of the Authority as a whole.

Cost of capital assets $ 217,177
Accumulated depreciation (21,683)
$ 195,494

itures

The Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund Balance includes a
reconciliation between changes in fund balance-governmental funds and changes in net position of governmental
activities as reported in the Government-wide Statement of Activities, One element of this adjustmentis that, In the
governmental fund, capital outlays are recorded as expenditures. However, in the Statement of Activities, the cost
of these assets is allocated over their useful lives and reported as depreciation.

Capltal outlay $ 26,408
Depreciation expense (4,344)
$ 22,064

. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

The audited financial statements were not submitted timely in accordance with State law. G.S, 159-34(a) states that
each unit of local government shall have its accounts audited as soon as possible after the close of each fiscal year.
While the Authority believes this occurred due to unforeseen circumstances and issues beyond their control, the
Authority will continue to improve existing procedures to ensure that financial data that is collected and reviewed
is reported timely.

2. Contractual Violations
Nonhe Noted.
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None Noted.

C. Expenditure iati

Excess expenditures over appropriations at the level of budgetary control are in violation of State law [G.S. 159-
28(b)]. For the year ended June 30, 2022, expenditures in the tourism promotion and general strategic plan
initiative exceeded appropriations by $26,037 and $1,006, respectively.

IV. DETAILED NOTES ON THE GENERAL FUND
A. Assets

1. Deposits

The deposits of the Authority are governed by North Carolina General Statutes which allow depesitories to collateralize
excess deposits above Federal depository insurance coverage under one of two methods. Under the Dedicated Method,
all deposits that exceed the Federal depository insurance coverage level are collateralized with securities held by the
Authority's agents in the Authority's name. Under the Pooling Method, which is a coliateral pool, all uninsured deposits
are collateralized with securities held by the State Treasurer's agent in the name of the State Treasurer., Since the State
Treasurer is acting ir a fiduciary capacity for the Authority, these deposits are considered to be held by the Authority's
agents in their name. The amount of the pledged collateral is based on an approved averaging method for non-interest
bearing deposits and the actual current balance for interest-hearing deposits, Depositories using the Pooling Method
report to the State Treasurer the adequacy of their pooled collateral covering uninsured deposits.

The State Treasurer does not confirm this information with the Authority or with the escrow agent. Because of the
inability to measure the exact amounts of collateral pledged for the Authority under the Pooling Method, the potential
exists for under collateralization. This risk may increase in periods of high cash flow. However, the State Treasurer of
North Carolina enforces strict standards of financial stability for each depository that collateralizes public deposits
under the Pecling Method. The Authority does not have policies regarding custodial credit risk for deposits, but relies
on the State Treasurer to enforce standards of minimum capitalization for all Pooling Method financial institutions and
to monitor them for compliance. The Authority complies with the provisions of G.S. 159-31 when designating officlal
depositories and verifying that deposits are properly secured.

At June 30, 2022, the Authority's deposits had a carrying amount of $1,188,648 and a bank balance of $1,188,954. Of
the bank balance, $250,000 was covered by federal depositery insurance, and $938,954 was covered by collateral held

under the Pooling Method.
2. Beceivables
Due from governmental agencies at the government-wide level at June 30, 2022, were as follows:
Accounts Total
Governmental Activities;
General $ 207,382 ¢ 207,382
Total governmental activities ) 207,382 $ 207,382

3. Capi se

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

Beginning Ending
Balances Increases Decreases Balances
Capital assets not being depreciated:
Construction in progress $§ 287218 $ 26408 $ 54626 g -
Total capital assels not being depreciated 28,218 26,408 54,626 -
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Beginning Ending
Balances Increases Decreases Balances

Capital aszets being depreciated:

Buildings 162,551 - - 162,551

Building improvements - 54,626 - 54,626
Total capital assets being depreciated 162,551 54,626 - 217,177
Less accumulated depreciation for:

Buildings 17,339 3,251 - 20,590

Building improvements - 1,093 - 1,093
Total accumulated depreciation 17,339 4,344 - 21,683
Total capital assets being depreciated, net 145,212 195,494
Total capital assets, net _ $ 173430 § 195494
Depreciation expense for the year was $4,344,
B. Liabjlities
1. Payables
Payables at the government-wide tevel at June 30, 2022, were as follows:

Vendors Other Total
Governmental activities:
General $ 70,939 $ - 3% 70,939
Total governmental activities $ 70,939 $ - 3 70,939

C. Fund Balance

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

Total Fund Balance - General Fund $ 1,326,050
Less:
Prepaid items 959
Stabilization by State statute 207,382
Remaining Fund Balance 1,117,709
ISK N N

The Authority is exposed to various risks of loss related to torts: theft of; damage to; and destruction of assets; errors
and omissions; injuries to employees; and natural disasters. Settled claims have not exceeded surchased insurance
coverage in any of the past three fiscal years.

In accordance with G.S. 159-29, The County’s employees that have access to $100 or more at any given time of the
County’s funds are required to be performance bonded through a commercial surety bond. The Finance Officer was
bonded for the fiscal year ended June 30, 2022 for $50,000 with a separate bond solely for the Authorlty.

COVID-19 RESPONSE

Since March 2020, management has taken a number of measures to monitor and mitigate the effects of COVID-19, such
as safety and health measures for personnel. The length or severity of this pandemic cannot be reasonably estimated. In
addition, it is not possible to determine the extent to which the pandemic may materially impact the financial position,
results of activities, and cash flows of the Board in subsequent vears, Therefore, the Authority will continue to monitor
current market conditions as the pandemic continues and will make further adjustments if considered necessary.
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VIIL.

CHANGE [N ACCOUNTING PRINCIPLE

For the year ended June 30, 2022, the financial statements include the adoption of GASB Statement No. 87, Leases, and
GASB Statement No. 96, Subscription-Based Information Technology Arrangements,

The primary chjective of GASE Statement No. 87, Leases Is to enhance the relevance and consistency of infermation
about governments' leasing activities. This statement establishes a single model for lease accounting based on the
principle that leases are financing of the right-to-use, an underlying asset. Under this statement, a lessee is required to
recoghize a lease liability and an Intangible right-to-use asset, and a lessor Is required to recogrize a lease receivable
and a deferred inflow of resources.

The primary chjective of GASB Statement No. 96, Subscription-Based Information Technology Arrangements is to
enhance the relevance and consistency of reporting regarding governments' subscription-based information technology
arrangements [SBITAs). This statement establishes a single model for accounting based on the principle that SBITAs are
financings of the right-to-use, an underlying asset. Under this statement, a subscribee is required to recognize a
subscription liability and an intangible right-to-use asset, and a subscriber is required to recegnize a subscription
recelvable and a deferred inflow of resources.

The Authority did not have any material arrangements that met either the GASB 87 definition of a lease or the GASB 96
definition of a SBITA for the fiscal year ended June 30, 2022.

NEW ACCOUNTING PRONOUNCEMENTS
Pronouncements effective for the 2022 Financial Statements:

In June 2017, the GASB issued Statement No, 87, Leases. The objective of this Statement is to better meetthe
information needs of financial statement users by improving accounting and financial reporting for leases by
governments. This Statement increases the usefulness of governments’ flnancial statements by requiring recognition of
certain lease assets and liabilities for leases that previously were classified as operating leases and recognized as
inflows of resources or outflows of resources based on the payment provisions of the contract. It establishes a single
model for lease accpunting based on the foundational principle that leases are financings of the right to use an
underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an intangible right-to-use
lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of resources, thereby
enhancing the relevance and consistency aof information about governments’ leasing activities.

In June 2018, the GASB issued Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction
Period. 'The obfectives of this Statement are (1) to enhance the relevance and comparability of informaticn about
capital assets and the cost of borrowing for a reporting period and (2) to simplify accounting for interest cost incurred
before the end of a construction period. This Statement establishes accounting requirements for interest cost incurred
hefore the end of a construction period. Such interest cost includes all interest that previously was accounted for in
accordance with the requirements of paragraphs 5-22 of Statement Ne. 62, Codification of Accounting and Financial
Reporting Guidance Contained In Pre-November 30, 1989 FASB and AICPA Pronouncements, which are superseded by this
Statement,

In January 2020, the GASB issued Statement No. 92, Omnibus 2020. The objectives of this Statement are to enhance
comparability in accounting and financial reporting and te improve the consistency of authoritative literature by
addressing practice issues that have been identified during implementation and application of certain GASB Statements.

In May 2020, the GASB issued Statement No. 96, Subscription-Based Information Technology Arrangements, This
Statement provides guidance on the accounting and financial reporting for subscripticn-based information technology
arrangements (SBITAs) for government end users (governments).
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In June 2020, the GASB issued Statement No. 97, Certain Component Unit Criteria, and Accounting and Financial
Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans—an amendment of GASB Statements No.
14 and No. 84, und a supersession of GASE Statement No, 32. The Statement is designed to mitigate costs associated with
reporting on certain employee benefit plans, The Statement also is intended to improve the reporting of Sec. 457
deferred compensation plans that meet the definition of a pension plan, and for benefits provided through those plans.

In October 2021, the GASB issued Statement No. 98, The Annual Comprehensive Financial Report. This Statement
establishes the term annual comprehensive financial report and its acronym ACFR. That new term and acronym replace
instances of comprehensive annual financial report and its acronym in generally accepted accounting principles for
state and local governments,

In April 2022, the GASB issued Statement No. 99, Omnibus 2022, The objectives of this Statement are to enhance
comparability in accounting and financial reporting and to improve the consistency of authoritative literature by
addressing (1) practice issues that have been identified during implementation and application of certain GASB
Statements and (2) accounting and financial reporting for financial guarantees.

Pronouncemenis issued, but not yet effective, which will be adopted by the Authority in future years. As of the
date of this report, the Authority has not determined the financial impact of implementing the following
Statements:

In May 2019, the GASB issued Statement No. 91, Conduit Debt Gbligations. The primary chjectives of this Statement are
to provide a single method of reporting conduit debt obligations by issuers and eliminate diversity in practice
associated with {1) commitments extended by issuers, (2) arrangements associated with conduit debt obligations, and
(3) related note disclosures. This Statement achieves those objectives by clarifying the existing definition of a conduit
debt obligation; establishing that a conduit debt cbligation is not a liability of the issuer; establishing standards for
accounting and financial reporting of additional commitments and voluntary commitments extended by issuers and
arrangements associated with conduit debt obligations; and improving required note disclosures. The effective date of
this Statement has been postponed for reporting periods beginning after December 15, 2021.

In March 2020, the GASB issued Statement No. 94, Public-Private and Public-Public Partnerships and Availability
Payment Arrangements. The primary objective of this Statement is to improve financial reporting by addressing Issues
related to public-private and public-public partnership arrangements (PPPs). The requirements of this Statement are
effective for fiscal years beginning after June 15, 2022, and all reporting periods thereafter. Earlier application is
encouraged.

In June 2022, the GASB issued Statament No. 100, Accounting Changes and Error Corrections - an amendment of GASB
Statement No. 62. The primary objective of this Statement is to enhance accounting and financial reporting
requirements for accounting changes and error corrections to provide more understandable, reliable, relevant,
consistent, and comparable information for making decisicns or assessing accountability, The requirements of this
Statement are effective for accounting changes and error corrections made (n fiscal years beginning after June 15, 2023,
and all reporting periods thereafter. Earlier application is encouraged.

In June 2022, the GASB issued Statement No. 101, Compensated Absences. The objective of this Statement is to better
meet the information needs of financial statement users by updating the recognition and measurement guidance for
compensated absences. That objectlve is achieved by aligning the recognition and measurement guidance under a
unified model and by amending certain previously required disclosures. The requirements of this Statement are
effective for fiscal years beginning afterr December 15, 2023, and all reporting pericds thereafter. Earlier application is
encouraged.

kK13) TEVE

The Authority has evaluated subsequent events through November 7, 2023, the date the financial statements were
available to be issued, for possible recognition of events requiring recording or disclosure in the accompanying financial
statements for the year ended June 30, 2022, No events have occurred which would have a material effect on the
financial statements of the Authority as of that date.
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