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Turner & Company CPAs P.A.

31 Peachtree Street « Murphy, NC 28906 » Phone (828) 837-8188 » Fax {828) 837-5313

INDEPENDENT AUDITORS' REPORT

Board of Directors
Cherokee County Tourism Development Authority
Murphy, North Carolina

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, a component unit of Cherokee County, as of and for the year
ended June 30, 2023, and the related notes to the financial statements, which collectively comprise the Authority's
basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and the General Fund of the Cherokee County Tourism
Development Authority, as of June 30, 2023, and the respective changes in financial position thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of America,

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America,
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 Cherokee 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.

Responsibilities of Management for the Financial Statements

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

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

Auditors’ Responsibilities for the Audit of the Financial Statements

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




In performing an audit in accordance with generally accepted auditing standards, we:

» Exercise professional judgment and maintain professional skepticism throughout the audit.

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

» Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Cherokee County Tourism Development Authority’s internal control. Accordingly, no such opinion is expressed.

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

» Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Cherokee 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, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we
identified during the audit.

Other Matter's
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 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 informaticn because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

\,/W Cf Com,c:?av?, CPAs P4

Turner & Company CPAs P.A.
Murphy, North Carolina

June 17, 2024
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Cherokee County Tourism Development Authority

Management's Discussion and Analysis
June 34, 2023

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 Tourism Development Authority for the fiscal year ended June 30, 2023. 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 liabilities and deferred inflows of
resources at the close of the fiscal year by $1,831,370 (net position). Of this amount, $1,503,346 (unrestricted net
position) or 82.09% may be used to meet the Authority's ongoing obligations.

« The Authority's total net position increased by $309,826.
» At the close of the current fiscal year, the Authority's governmental fund reported an ending fund balance of

$1,641,312 an Increase of $315,262 in fund balance. Of this amount, $1,503,346 (unassigned fund balance) or
91.59% is available for spending atthe 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 columnar 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.

Government-wide financial statements

The government-wide financial 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 resources, 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
condition of the Authority is improving or deteriorating,

The statement of activities presents information showing 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 specific activities or objectives. The Authority, like all other governmental entities in North Carolina, uses fund
accounting to ensure and reflect compliance (or non-compliance} with finance-related legal requirements, such as:
the General Statutes or the Authority's budget ordinance. The fund of the 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 method called modified 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 financials and
the government-wide (inancials are combined with a reconciling adjustment column.




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

The Authority adopts an annual budget for its General Fund, as required by 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 Board 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 how 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 by 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 informatien 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
2023 2022 Change
Assets
Current and other assets $ 1,675,657 $ 1,396,989 19,95%
Capital assets 190,058 195,494 ( 2.78%)
Total assets and deferred outflows
of resources 1,865,715 1,592,483 17.16%
Liabilities
Current liabilities 34,345 70,939 {51.59%)
Total liabilities and deferred inflows
inflows of resources 34,345 70,939 (51.599%)
Net position
Invested in capital assets 190,058 195,494 ( 2.78%)
Restricted
Stabilization by state statute 137,966 207,382 (3347%)
Unrestricted 1,503,346 1,118,668 34,39%
Total net position $ 1,831,370 $ 1,521,544 20.36%

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 deferred inflows by $1,831,370 as of June 30,
2023. The Authority's net position increased by $309,826 for the fiscal year ended June 30, 2023, The Authority’s
net investment in capital assets {e.g. land, buildings, machinery, and equipment) was $190,058 (10.37%). The
Cherokee County Tourism Development Authority uses these capital assets for tourism promotion; consequently,
these assels are not available for future spending. An additional portion of the Authority's net position, $137,966
(7.53%), represents resources that are subject to external restrictions on how they may be used. The remaining
balance of $1,50:3,346 (82.10%) is unrestricted.




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

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

2023 2022 Change

Revenues
Occupancy tax § 777,014 § 785603 -1.09%
Total revenues 777,014 785,603 -1.09%

Expenses
Tourism promotion and development 461,752 473,500 -2.48%
Capital expenses 5,436 4,344 25.14%
Total expenses 467,188 477,844 -2.23%
Increase {decrease) in net position 309,826 307,759 0.67%
Net position, beginning 1,521,544 1,213,785 25.36%
Net position, ending $ 1,831,370 $ 1,521,544 20.36%

Governmental activities, Governmental activities increased the Authority’s net position by $309,826, thereby
accounting for 100% of the total increase in the net position of the Authority.

Financial Analysis of the Authority's Funds

As noted earlier, the Cherckee 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 $1,503,346 while total fund balance
reached $1,641,312, The Authority currently has an available fund balance 0f 321.79% of general fund expenditures,
while total fund balance represents 351.32% of the same amount.

General Fund Budgetary Highlights

During the fiscal year, the Authority 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 crdinance
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 Autherity 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 Management's Discussion and Analysis, Continued

Capital Assets and Debt Administration

Capital Assets. At June 30, 2023 the Authority had $190,058 (net of accumulated depreciation) invested in capital
assets that included a building and building improvements. Information on the Authority's capital assets can be
found in Note IV.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)
2023 2022
Buildings ' $ 138,710 $ 141,961
Building improvements 51,348 53,533
Total $ 190,058 $ 195,494

Long-term debt. The Authority does 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, 2024

The 2023-24 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 policies. 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, Chief Financial 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 30,2023
General Adjustments Statement of Net
Fund (Note ILA) Position
ASSETS
Current assets:
Cash and investments 1,537,691 $ - $ 1,537,691
Due from governmental agencies 137,966 - 137,966
Total current assets 1,675,657 - 1,675,657
Non-current assets:
Capital assets:
Other capital assets, net of depreciation - 190,058 150,058
Total capital assets - 190,058 190,058
Total non-current assets - 190,058 190,058
Total assets 1,675,657 190,058 1,865,715
LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities 34,345 - 34,345
Total current liabilities 34,345 - 34,345
Total liabilities 34,345 - 34,345
FUND BALANCES / NET POSITION
Fund balances:
Restricted
Stabilization by State statute 137,966 (137,966) -
Unassigned 1,503,346 (1,503,346} -
Total fund balances 1,641,312 (1,641,312) .
of resources and fund balances 1,675,657
Net position:
Net investment in capital assets 190,058 190,058
Restricted
Stabilization by State statute 137,966 137,966
Unrestricted 1,503,346 1,503,346
Total net position 1,831,370 $ 1,831,370

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




Exhibit 2

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, 2023

Revenues:
Occupancy tax
Total revenues

Expenditures/expenses:
Economic development:
Tourism promotion and development
Depreciation expense
Total expenditures/expenses
Net program revenues

Excess (deficiency) of revenues over expenditures
Change in net position

Fund balance/net position:
Beginning of year

End of year

General Adjustments Statement of

Fund (Note IL.B) Activities

$ 777,014 § - 5 777,014

777,014 - 777,014

461,752 - 461,752

- 5436 5,436

461,752 5,436 467,188

315,262 (5,436) 309,826

315,262 (315,262) -

- 309,826 309,826

1,326,050 195,494 1,521,544

$ 1,641,312  § 190,058 § 1,831,370

The notes to the financial statements are an integral part of this statement.
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Exhibit 3

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, 2023

Variance with
Original Final Actual Final Positive
Budget Budget Amounts {Negative)
REVENUES
Occupancy tax $ 600,000 §$ 600,000 § 777,014 § 177,014
Total revenues 600,000 600,000 777,014 177,014
EXPENDITURES
Tourism promotion and development:
Grant program:
Events and entertainment 42,000 42,000 29,315 12,685
Total grant program 42,000 42,000 29,315 12,685
Strategic plan initiative:
General strategic plan initiative:
Visitor Center US 64 Murphy 144,478
Visitor Center US 74 Andrews 60,343
Chamber Support 89,024
Total general strategic plan initiative 262,000 307,025 295,415 11,610
Great Outdoors 42,000 17,000 - 17,000
Mountain Culture 22,000 22,000 - 22,000
Tourism promotion 202,000 202,000 137,022 64,978
Special project assistance fund 30,000 30,000 - 30,000
Total strategic plan initiative 558,000 578,025 432,437 145,588
Total tourism promotion and development 600,600 620,025 461,752 158,273
Total expenditures 600,000 620,025 461,752 158,273
Revenues over (under) expenditures - (20,025) 315,262 335,287
Appropriated fund balance - 20,025 - (20,025)
Revenues and other scurces over expenditures $ - % - 315262 $ 315,262
Fund balance, beginning 1,326,050
Fund balance, ending $ 1,641,312

The notes to the financial statements are an integral part of this statement.
-11 -




Cherokee County Tourism Development Authority
Notes to the Financial Statements
For the Year Ended June 30, 2023

I, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

A. Reporting Entity

The Cherokee 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 derived 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 Carclina 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 stateiments in a separate column.

B. Government-wid und Financial Statements

The government-wide financial statements (i.e, the Statement of Net Position and the Statement of Activities} report
information on the financial 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 purchasg,
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 government-
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 face of the financial statements.

C. Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Grants and similar items are recognized as soon as all the
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial rescurces 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. All revenues are susceptible to accrual. Expenditures are recorded when the
related fund liability is incurred.

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

-12-




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

D. Budgetary Data

The Authority’s budgets are adopted as required by the North Carclina General Statutes. An annual budget is
adopted for the General Fund. All annual appropriations lapse at the fiscal year-end. All budgets 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-year 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.

E. Liabilities, Deferr ws/In nd E
1. Deposits and Investments

All deposits of the Authority are made in board-designated official depositories 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 interest by the United States, obligations of the State of North Carolina, bonds
and notes of any North Carolina local government or public authority, obligations of certain non-guaranteed federal
agencies, certain high quality 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
Portfolio, a SEC-registered (2a-7) money market mutual fund, is measured at fair value. Because the NCCMT
Government and Term Portfolios have a weighted average maturity of less than 90 days, they are presented as an:
investment with a maturity of less 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 Autherity include a checking
account held by the Authority for operating needs.

3. Prepaid Items

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

4. Capital Assets

Purchased or constructed capital assets are reported at cost or estimated historical cost. The Authority defines
capital assets as assets with an initial, 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 straighi-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 Cutflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, Deferred Outflows of Resources, represents a
consunaption 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 no items that meet this criterion. In addition to liabilities, the statement
of financial position will sometimes report a separate section for deferred inflows of resources. This separate
financial statement element, Deferred Inflows of Resources, represents an acquisition of net position that applies to
a future period and so will not be recognized as revenue until then. The Authority has no items that meet this
criterion.

6. NetPosition/Fund Balances
NetPosition

Net position in government-wide financial statements are classified as net investment in capital assets, restricted,
and unrestricted. Restricted net position reprasents constraints on resources that are gither 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 classify fund balances as follows:

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

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

Restricted for Stabilization by State statute - North Carolina G.S. 159-8 prohibits units of government from
budgeting or spending a portion 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.5. 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 shail not exceed the
sum of cash and investments minus the sum of liabilities, encumbrances, and deferred revenues arising from
cosh recelpts, as those figures 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 “imposed by law through constitutional
provisions or enabling legislation.” RSS is reduced by inventories and prepaids as they are classified as
nenspendable. Qutstanding Encumbrances are included within RSS. RSS is included 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 be used for specific purposes imposed by
majority vote by quorum of the Authority’s governing body (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.

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.

~14 -




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

1.
A.
1.

For purposes of fund balance classification expenditures are to be spent from restricted fund balance 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.

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.

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 (27,119}
$ 190,058

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 adjustment is 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.

Depreciation expense $ (5436)
$ (5,436)
HIP, COMP C BILITY
igni Violati f Fi -Rel L I isi

The audited financial statements were not submitted timely in accordance with State law. G.5. 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.

Contractual Violations
None Noted.

Deficit in Fund Balance of Individual Funds not Appropriated in Subsequent Year’s Budget Ordinance
None Noted.

Exce itur ver ri

None Noted.
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Cherokee County Tourism Development Authority Notes to the Financial Statements, Continued

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 depositories 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 collateral pool, all uninsured deposits
are collateralized with securities held by the State Treasurer's agent in the name of the State Treasurer. Since the State
Treasurer is acting in a fiduciary capacity for the 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-bearing 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 Pooling 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 official
depositories and verifying that deposits are properly secured.

At June 30, 2023, the Authority's deposits had a carrying amount of $1,537,691 and a bank balance of $1,483,181. Of
the bank balance, $250,000 was covered by federal depository insurance, and $1,233,181 was covered by collateral
held under the Pooling Method.

2. Recejvables
Due from governmental agencies at the government-wide level at June 36, 2023, were as follows:
Accounts Total
Governmental Activities:
General $ 137,966 $ 137,966
Total governmental activities $ 137,966 $ 137,966
3. Capital Assets
Capital asset activity for the year ended June 30, 2023, was as follows:
Beginning Ending
Balances Increases Decreases Balances
Capital assets being depreciated:
Buildings $ 162,551 $ - $ - $ 162,551
Building improvements 54,626 - 54,626
Total capital assets being depreciated 217,177 - - 217,177
Less accumnulated depreciation for:
Buildings 20,590 3,251 - 23,841
Building improvements 1,093 2,185 - 3,278
Total accumulated depreciation 21,683 5436 - 27,119
Total capital assets being depreciated, net 195,494 190,058

Total capital assets, net $ 195494 $. 190,058

Depreciation expense for the year was $5,436.
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VL

VIL

B. Liabiliti
1. Payables
Payables at the government-wide level at June 30, 2023, were as follows:
Vendors Other Total
Governmental activities:
General 3 34,345 4 - § 34,345
Total governmentat activities 3 34,345 § - 5 34,345

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 § 1,641,312
Less:
Stabilization by State statute 137,966
Remaining Fund Balance 1,503,346
RISK MANAGEMENT

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 purchased 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 Chief Financial Officer
was bonded for the fiscal year ended June 30, 2023 for $50,000 with a separate bond solely for the Authority,

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 years. Therefore, the Authority will continue to monitor
current market conditions as the pandemic continues and will make further adjustments if considered necessary.

E 1 N
Pronouncements effective for the 2023 Financial Statements:

In May 2019, the GASB issued Statement No. 91, Conduit Debt Obligations. The primary objectives of this Statement are
to provide a single method of reporting conduit debt cbligations 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 obligation 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.

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).

In May 2020, the GASB issued Statement No. 96, Subscription-Based I[nforimation Technology Arrangements. This
Statement provides guidance on the accounting and financial reporting for subscription-based information technology
arrangements (SBITAs) for government end users (governments).
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VIIL.

Pronouncements issued, but not yet effective, which will be adopied 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 June 2022, the GASB issued Statement 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 decisions or assessing accountability. The requirements of this
Statement are effective for accounting changes and error corrections made in 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 objective 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 after December 15, 2023, and all reporting periods thereafter. Earlier application is
encouraged.

SUBSEQUENT EVENTS

The Authority has evaluated subsequent events through June 17, 2024, the date the financial statements were available
te be issued, for possible recognition of events requiring recording or disclosure in the accompanying financial
statements for the yvear ended June 30, 2023. 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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