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Independent Auditor's Report 

To the Board of Library Trustees 
Howard County Library System 

Report on the Audit of the Financial Statements 

Opinions  

We have audited the financial statements of the governmental activities and general fund of Howard 
County Library System ("HCLS"), an allied agency and component unit of Howard County, Maryland, 
as of and for the year ended June 30, 2022, and the related notes to the financial statements, which 
collectively comprise the Howard County Library System's basic financial statements as listed in the 
index. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the 
respective financial position of the governmental activities and general fund of HCLS, as of June 30, 
2022, and the respective changes in financial position for the year then ended in accordance with 
accounting principles generally accepted in the United States of America.  

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America ("GAAS") and standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Our responsibilities under those 
standards are further described in the Auditor's Responsibilities for the Audit of the Financial 
Statements section of our report. We are required to be independent of HCLS 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 

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

In preparing the financial statements, management is required to evaluate whether there are conditions 
or events, considered in the aggregate, that raise substantial doubt about HCLS' ability to continue as a 
going concern for twelve months beyond the financial statement date, including any currently known 
information that may raise substantial doubt shortly thereafter. 
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Auditor's Responsibilities for the Audit of the Financial Statements 

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

In performing an audit in accordance with GAAS and Government 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 HCLS' 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 HCLS' 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. 
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Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management's discussion and analysis on pages 5 to11, budgetary comparison information on pages 
40 and 41, the required pension information on pages 42 and 43 and the required OPEB related 
information on pages 44 to 46, 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 ("GASB") who considers it to 
be an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United 
States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management's responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to express an opinion or 
provide any assurance. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated  
September 27, 2022, on our consideration of HCLS' internal control over financial reporting and on our 
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and 
other matters. The purpose of that report is solely to describe the scope of our testing of internal control 
over financial reporting and compliance and the results of that testing, and not to provide an opinion on 
the effectiveness of HCLS' internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering 
Howard County Library System's internal control over financial reporting and compliance. 

 
 
 
Baltimore, Maryland 
September 27, 2022  
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The discussion and analysis of Howard County Library System's ("HCLS") financial performance 
provides an overall review of HCLS' financial activities for the fiscal year ended June 30, 2022. Readers 
should also review the financial statements and the notes to enhance their understanding of Howard 
County Library System's financial performance. 

Information about this Report 

This annual report consists of a series of financial statements and notes to those statements. These 
statements are organized so the reader can understand HCLS' operations and funding. 

Reporting HCLS as a Whole - Statement of Net Position (p. 12) and the Statement of Activities 
(p. 13) 

The Statement of Net Position reports HCLS' net position and the changes therein. The Statement of 
Activities reports HCLS' expenses and revenues. These statements include all assets and liabilities 
using the accrual basis of accounting, which considers all of the current year's revenues and expenses 
regardless of when cash is received or paid.  

These two statements report HCLS' net position and changes therein. This change in net position is 
important because it tells the reader that, for HCLS as a whole, the financial position of HCLS has 
improved or diminished.  

In the Statement of Activities, HCLS reports its FY22 financial activities related to its overall curriculum. 
Governmental activities are the activities where all components of HCLS' curriculum are reported.  

Balance Sheet - Governmental Funds (p. 14) and Statement of Revenue, Expenditures and 
Changes in Fund Balances - Governmental Funds (p. 15) 

The Balance Sheet - Governmental Funds and Statement of Revenue, Expenditures and Changes in 
Fund Balances - Governmental Funds provide information about HCLS' financial health and ongoing 
operations, including funding sources and the fund balance remaining for future investment. The 
governmental fund statements provide a detailed short-term view of HCLS' curriculum. 

HCLS' activities are reported in a government fund. This fund is reported using modified accrual 
accounting, which measures cash and all other financial assets that can readily be converted to cash. 
The governmental fund statement provides a detailed short-term view of HCLS' general government 
operations and the basic services it provides. Governmental fund information helps to determine 
whether there are more or fewer financial resources that can be spent in the near future to finance 
HCLS' overall educational program. The relationship (or differences) between governmental activities 
(reported in the Statement of Net Position and the Statement of Activities) and governmental funds is 
reconciled in the financial statement on page 16. 

Financial Highlights 

Key financial highlights for fiscal year 2022 are as follows: 

Beginning with FY18 HCLS recorded a liability for the present value of future obligations for Other Post-
Employment Benefits ("OPEB") - health care benefits for retirees - in accordance with Governmental 
Accounting Standards Board ("GASB") Statement No. 75. As of June 30, 2022, the liability of 
$26,183,114 on HCLS' statement of net position represents its pro-rata share of the OPEB liability for 
Howard County government (see Note 11). 
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In total, net capital assets were $1,542,455, a net decrease of $411,097, which was a result of new 
capital asset depreciation being greater than purchases.  

Curriculum specific revenues in the form of operating grants and contributions, HCLS generated 
revenue, capital grants and contributions from the Maryland State Department of Education ("MSDE"), 
certain fringe benefits paid directly by the State of Maryland, OPEB paid by Howard County and 
investment earnings amounted to $27,482,865, representing a 5.9% increase compared to FY21. 

HCLS' expenses totaled $29,658,665 representing a 16.2% increase over FY21. The decrease in net 
position of $2,175,800 includes a charge to other post-employment benefits of $1,758,516.  

Table 1 provides a summary of HCLS' net position for 2022 compared to 2021: 

Table 1 
Net Position 

 

2022 2021

Assets 
Cash and investments, including restricted cash and 
investments 6,701,610$        7,066,480$        
Accounts and grants receivable 232,773             77,565               
Prepaid expenses 546,167             480,342             
Capital assets, net 1,542,455          1,953,552          

Total assets 9,023,005          9,577,939          

Deferred outflows of resources
Deferred outflows from OPEB 7,197,214          5,766,685          

Total assets and deferred outflows of resources 16,220,219$      15,344,624$      

Liabilities
Compensated absences - noncurrent 2,020,408$        1,552,608$        
Accounts payable and accrued expenses - current 1,349,034          1,904,545          
OPEB liability - noncurrent 26,183,114        23,095,204        
Unearned revenue - current 410,553             460,492             

Total liabilities 29,963,109        27,012,849        

Deferred inflows of resources
Deferred inflows from OPEB 2,413,511          2,312,376          

Total liabilities and deferred inflows of resources 32,376,620$      29,325,225$      

Net position
Net investment in capital assets 1,542,455$        1,953,552$        
Restricted 240,989             240,623             
Unrestricted (17,939,845)       (16,174,776)       

Total net position (16,156,401)$     (13,980,601)$     
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Table 2 
Statements of Activities and Changes in Net Position 

 
2022 2021

Revenue
Curriculum revenue

Charges for ancillary services 591,116$           97,094$             
Operating grants and contributions 26,889,269        25,844,503        
Investment earnings 2,480                 2,058                 

Total revenue 27,482,865        25,943,655        

Expenses
Curriculum expenses

Educational 
Salaries and benefits 23,267,438        21,571,799        
Contracts 1,448,470          1,483,112          
Curriculum 4,362,468          2,227,810          
Professional development 71,339               55,748               
Equipment 508,950             184,777             

Total expenses 29,658,665        25,523,246        

Increase (decrease) in net position (2,175,800)         420,409             

Net position, beginning (13,980,601)       (14,401,010)       

Net position, end (16,156,401)$     (13,980,601)$     

 
Operational Highlights 

HCLS receives its funding from the following sources: Howard County Government, the Maryland State 
Department of Education, HCLS-generated revenue, as well as operating grants and gifts. During 
FY22, the County appropriated $22,448,901 in Operating Funds, representing 81.7% of HCLS' 
operating budget. The remaining 18.3% in operating funds was from state per capita formula funding of 
$1,102,597, together with $593,596 in HCLS-generated funds, $1,242,155 in grants and gifts, and 
benefits paid directly by the state of $2,095,616. Overall, revenue increased $1,539,210 (5.9%) 
compared to FY21. 

HCLS operationalizes its six branch facilities as the public square; classroom, event space, and 
community living room. HCLS is also a place for our community to be heard. Throughout FY22, HCLS' 
Brave Voices Brave Choices initiative, continued to meet people where they are and give them effective 
tools and processes to grow personally and professionally, increase understanding and relationships 
across differences, and effect positive change. To-date, community members and staff have shared 
over 600 personal accounts about race relations and inclusion in the county. 

These stories continue to be shared via HCLS' Brave Voices Brave Choices web site and via social 
media.  The highly informative and engaging Brave Stories exhibit showcases several community 
stories while also providing the initiative's backstory, including the Brave Voices Brave Choices process 
of racial equity training, story collecting, and sensemaking. The exhibit also provides context on the 
importance of stories; why stories matter and why the library is the ideal place to share them. 



Howard County Library System 
 

Management's Discussion and Analysis 
June 30, 2022 

 
 

8 

HCLS also partnered with Morgan State University's Center for Urban Health Equity and consultants 
Equity Matters to conduct research on racial disparities and develop the Brave Voices Brave Choices 
Racial Equity Data Analysis Report. The data in this report offers insights about the local history of 
racial inequity and its ongoing impacts on education, health, housing, and criminal justice. The report 
areas align with the top themes emerging from community stories. This research will aid in developing 
training to combat the existence of racial disparities in various communities, and will prove useful for 
library systems, school systems, boards and commissions, local officials, legislators, and residents 
across the state.  

The Brave Voices Brave Choices stories exhibit and equity report are made possible in part with 
funding from the Institute of Museum and Library Services and administered by the Maryland State 
Library Agency. 

Additionally, HCLS added a mobile classroom to its educational resources. Named the STEAM 
Machine, this new mobile classroom will make science, technology, engineering, arts and mathematics 
education available to all students, especially those from disconnected communities by taking classes 
and resources to locations throughout Howard County. 

The STEAM Machine is a 33' Farber diesel bus featuring a climate-controlled classroom that seats 12 
students and is equipped with Wi-Fi, laptop computers, two 49" LED TVs, sound system, and video 
production equipment. A 55" LCD monitor and two awnings allow classes to be taught and activities 
conducted outside. 

HCLS' STEAM curriculum seeks to create a hands-on learning environment for students in grades K 
through 12. In its classes, students become scientists investigating real-world phenomena and 
engineers designing solutions to real-world problems. Howard County Library System received 
experiential science kits from BGE, Exelon Foundation and National Energy Development's Energizing 
Student Potential, a STEM-based energy program. 

The STEAM Machine is funded in part by an American Rescue Plan Act grant through the Institute of 
Museum and Library Services and administered by the Maryland State Library Agency. 

Budgeting Highlight 

The annual budget process starts anew each September and is outlined in the Howard County Library 
System Board of Trustees Policies ("Board Policies").  

At the September HCLS Board meeting, the President & CEO presents to the Board initial forthcoming 
budget projections as well as a five-year curriculum focus. The Board discusses at that time any 
adjustments to the projections. The Board reviews the budget proposal in November and approves it in 
January, at which time the final proposed budget is submitted to the County Executive. Adjustments the 
County Executive requests are made between February and April when the County Executive forwards 
his final budget to the County Council. The County Council approves the budget in May. Completing the 
budget process, the HCLS Board of Trustees approves the County Council's approved budget at its 
June meeting. 

Incorporating input from HCLS' Leadership Team, the President & CEO and the COOs, the HCLS team 
prepares the budget based on balancing anticipated revenues from County, State and HCLS sources 
with projected expenses related to all three pillars of HCLS' educational mission (see next page). 
Budget areas include Instruction, Customer Service, Curriculum, Contracts, and Equipment.  
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HCLS may expend funds from one fiscal year into the next under the following conditions: On or before 
December 31, previous fiscal year funds not expended are divided into open commitments or 
transferred to a liability account.  

During the course of FY22, HCLS amended its budget as provided for in Board Policies. Grant funds 
were added as they were awarded during the year, and funds were transferred to the Curriculum 
category. 

Capital Assets 

At the end of FY22, HCLS' net capital assets totaled $1,542,455 invested in books, furniture, and 
equipment. 

Table 3 shows FY22 balances compared to FY21: 

Table 3 
FY22 & FY21 Balance Comparison 

2022 2021

Furniture and equipment 209,245$           223,214$           
Curriculum 1,333,210          1,730,338          

Total capital assets, net of accumulated
depreciation of $3,039,200 and $3,185,474, 
respectively 1,542,455$        1,953,552$        

 
Overall, capital assets decreased by $411,097 from FY21 to FY22. New purchases of capital assets 
were offset by depreciation expenses for the year. In addition, HCLS continues to increase its 
purchases of electronic format curriculum, which are not considered capital assets and are expensed in 
the current year. 

Long-term obligations 

HCLS long-term obligations consist only of accrued compensated absences and other post-
employment benefits liabilities. During 2018, HCLS implemented GASB No. 75 which require HCLS to 
record the entire balance of underfunded post-employment benefits as a liability.  

2022 2021

Total compensated balance 2,020,408$        1,552,608$        
Net OPEB obligation 26,183,114        23,095,204        

Total long-term debt 28,203,522$      24,647,812$      

 
HCLS's net OPEB obligation increased by $3,087,910, which related to the changes in interest rates 
and other actuarial assumptions and expectations used. 
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HCLS' Curriculum  

A vital component of Howard County's renowned education 
system, HCLS delivers high-quality public education for all 
through a curriculum that comprises three pillars: 

o Self-Directed Education through vast collections of 
items in print, audio and electronic formats, and 
thousands of specialized research tools online (e.g., 
Wall Street Journal and Access Science).  

o Research Assistance & Instruction for individuals 
and groups. This pillar includes classes, seminars and 
workshops for all ages, taught or facilitated by HCLS 
instructors. 

o Instructive & Enlightening Experiences through 
cultural and community center concepts, events, and partnerships - such as A+ Partners in 
Education with the Howard County Public School System and Howard Community College, 
Choose Civility, Well & Wise, and the many partnerships HCLS has forged with nonprofits and 
businesses. 

As part of its strategic plan, HCLS identified seven key subject areas on which to place emphasis: 
Health Education, Environmental Education, Financial Education, History Education, Business 
Education, STEM (Science, Technology, Engineering and Math) Education, and Language and Related 
Arts Education. 

Proactive in planning for the future, in FY22, HCLS kept 
its focus on Howard County's evolving community 
landscape and customer needs. Key to the plan is a 
new, ~100,000 sq. ft. branch in the planned revitalization 
of downtown Columbia's Merriweather District that will 
replace the existing Central Branch. 

HCLS continues to be recognized for its innovative 
approach to public education and again received Library 
Journal's highest 5-star ranking. Fewer than 1% of the 
nation's libraries achieve 5-star status and HCLS is the 
only library in Maryland to do so. 

HCLS enjoys widespread community support as an award-winning educational institution, 
advancing the economy and quality of life for everyone who lives and works in Howard County. 
With curriculum demands outpacing increases in funding for additional staff, HCLS will continue to 
explore ways to reimagine operations and efficiently deliver on its Three Pillars. 

Examples include an Institute for Museum and Library Services ("IMLS") grant award planned and 
written throughout FY21 that will allow for the much needed enhancement and expansion of 
HCLS' Project Literacy Skilled Immigrants initiative. 

HCLS will use grant funding to partner with the Howard County Office of Workforce Development 
and Luminus Network for New Americans to develop and provide contextualized workplace 
English as a Second Language classes, job search skills, and interview/job preparation training for 
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skilled immigrants. Our project will inform libraries nationwide on how they can strengthen their 
role and be responsive to the shifting needs of new Americans by identifying classes, staff 
competencies, services, and partnerships to overcome key barriers to the integration of 
immigrants into the workforce.  

HCLS' grant application received all 5's - the highest possible rating - which is extremely rare. This 
grant award brings the total amount of IMLS funding for Project Literacy's Skilled Immigrants 
initiative to just under $500,000. 

HCLS collaborated with Howard County Government on 4 additional projects, each garnering a 
2022 National Association of Counties Achievement Award: 

 In partnership with the County Department of Technology and Communication Services, 
the Transform Howard Broadband Initiative. This project centered on the Expansion of 
digital inclusion and closing the digital divide to reach underserved households. By using a 
wireless connection from the Elkridge Library, the entire Elkridge mobile home park can 
access county supplied public WIFI. This technological enhancement leverages existing 
county infrastructure and maximizes coverage with a minimum of investment. 

 In partnership with the County Department of Public Works: the Glenwood Library 
Renovation. The project was recognized for its innovative renovation of the facility, at 
reduced cost. Despite a limited project budget, HCLS and the Howard County Department 
of Public Works worked with a design team and HCLS staff to create a new space program 
and design guidelines. The guidelines, that ensure that all spaces and activities are 
connected, consist of five themes: Connect People, Create Awareness, Make Things, 
Weave Creativity, and Engage Community. This renovation project is the center for 
residents in the western Howard County community and a gathering place for library users.  

 In partnership with the County Office of Human Rights and Equity:  Reading Human Rights. 
A monthly book discussion facilitated by the Howard County Office of Human Rights & 
Equity hosted in partnership with HCLS in the Central Branch Equity Resource Center. 
Reading Human Rights explores works of fiction and nonfiction to teach community 
members the various ways individuals, cultures, and communities celebrate their identities 
and combat injustice, as well as promote healthy interactive communication. 

 In partnership with County Recreation & Parks: Reindeer Games. A Holiday themed 
program serving community with a focus on accessibility and affordability. Through 
donations, Reindeer Games assisted five families in need right before the holidays. 

Contacting HCLS' Financial Management 

If you have questions about this report or need additional financial information, please contact:  

Tonya Aikens    
President & CEO     
Howard County Library System   
9411 Frederick Road     
Ellicott City, Maryland 21043    
(410) 313-7772     
tonya.aikens@hclibrary.org    
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Assets
Cash and cash equivalents 4,821,290$        
Investments 1,639,331          
Restricted cash 60,408               
Restricted investments 180,581             
Grants receivable 232,773             
Prepaid expenses 546,167             
Capital assets, net of accumulated depreciation of $3,039,200 1,542,455          

Total assets 9,023,005          

Deferred outflows of resources
Deferred outflows from OPEB 7,197,214          

Total assets and deferred outflows of resources 16,220,219$      

Liabilities
Accounts payable 134,525$           
Accrued expenses 614,451             
Accrued wages and benefits payable 600,058             
Unearned revenue 410,553             

Non-Current Liabilities - due in more than one year
Compensated absences 2,020,408          
OPEB liability 26,183,114        

Total liabilities 29,963,109        

Deferred inflows of resources
Deferred inflows from OPEB 2,413,511          

Total liabilities and deferred inflows of resources 32,376,620        

Net position 
Net investment in capital assets 1,542,455          
Restricted for deferred support 240,989             
Unrestricted (17,939,845)      

Total net position (16,156,401)      

Total liabilities, deferred inflows of resources and net position 16,220,219$      
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Net 
revenue and
changes in

Program revenue net position
Charges for Operating Total 
sales and grants and governmental

Expenses service contributions activities

Functions/programs
HCLS Curriculum
Education 29,658,665$      591,116$           26,889,269$      (2,178,280)$      

General revenue
Investment earnings 2,480                 

Change in net position (2,175,800)        

Net position, beginning (13,980,601)      

Net position, end (16,156,401)$    
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General
Fund

Assets
Cash and cash equivalents 4,821,290$        
Investments 1,639,331          
Restricted cash 60,408               
Restricted investments 180,581             
Grants receivable 232,773             
Prepaid expenses 546,167             

Total assets 7,480,550$        

Liabilities
Accounts payable and accrued expenses 1,349,034$        
Unearned revenue 410,553             

Total liabilities 1,759,587          

Fund balances
Nonspendable 546,167             
Restricted 240,989             
Committed -                    
Assigned 2,154,550          
Unassigned 2,779,257          

Total fund balances 5,720,963          

Total liabilities and fund balances 7,480,550$        

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

Total fund balances 5,720,963$        

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds 1,542,455          

The net OPEB obligations relates to funding for future retiree health benefit 
payments, which are not considered current (21,399,411)      

Long-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds (2,020,408)        

Net position of governmental activities (16,156,401)$    
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Revenue
Howard County appropriation 22,448,901$      
Maryland State Department of Education appropriation 1,102,597          
Federal, state and private grants, and gifts 1,242,155          
Other HCLS generated sales and fees 591,116             
Investment earnings 2,480                 
Fringe benefits paid directly by State of Maryland 2,095,616          

Total revenue 27,482,865        

Expenditures
Salaries, wages and fringe benefits (including $2,095,616
for fringe benefits paid directly by State of Maryland) 21,041,122        
Contracts 1,448,470          
Curriculum 3,951,371          
Professional development 71,339               
Equipment 508,950             

Total expenditures 27,021,252        

Excess of revenue over expenditures 461,613             

Fund balances at June 30, 2021 5,259,350          

Fund balances at June 30, 2022 5,720,963$        
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Amounts reported for governmental activities in the statement of 
activities are different because:

Net change in fund balances 461,613$           

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current period. (411,097)           

Some expenses reported in the statement of activities do not require the use
of current financial resources and, therefore, are not reported as expenditures
in governmental funds. (2,226,316)        

Change in net position of governmental activities (2,175,800)$      
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Note 1 - Organization  

Reporting entity 
Howard County Library System ("HCLS") was established in 1940 as a state and local government 
allied agency by state legislation. HCLS is governed by a seven-member Board of Trustees. New 
trustees are nominated by the HCLS Board of Trustees, appointed by the Howard County 
Executive, and confirmed by the Howard County Council. Its purpose is to deliver high quality public 
education to the entire Howard County community. HCLS is an allied agency and component unit of 
the Howard County Government. Its financial statements are included in Howard County's (the 
"County") comprehensive financial report because of the significance of its financial relationship 
with the County in that the County approves budgetary requests and provides a significant amount 
of funding.  

Government-wide and fund financial statements 
The government-wide financial statements (i.e., the Statement of Net Position and the Statement of 
Activities) report information on all of the nonfiduciary activities of HCLS. Governmental activities, 
which normally are supported by taxes and intergovernmental revenues, are reported separately on 
the government-wide financial statements. Business-type activities, which rely to a significant extent 
on fees and charges for support, would be reported separately from the government activities, but 
HCLS does not have any business-type activities. 

The Statement of Activities demonstrates the degree to which the direct expenses of a given 
function or segment is offset by program revenue. Direct expenses are those that are clearly 
identifiable with a specific function or segment. Program revenues include: 1) charges to customers 
or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by 
a given function or segment; and 2) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function or segment. Investment earnings and 
other items not properly included among program revenues are reported instead as general 
revenue. 

Separate financial statements are provided for governmental funds. 

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

Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenue is recognized as soon 
as measurable and available. Revenue is considered to be available when collectible within the 
current period or soon enough thereafter to pay liabilities of the current period. Expenditures 
generally are recorded when a liability is incurred, as under accrual accounting. However, debt 
service expenditures, as well as expenditures related to compensated absences and claims and 
judgments, are recorded only when payment is due. 

The General Fund is HCLS' only fund. It accounts for all financial resources of HCLS. 
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Note 2 - Summary of significant accounting policies 

Net position and fund balances 
The difference between fund assets and liabilities is "net position" on the government-wide and 
"fund balance" on governmental fund statements. Net position is classified as "net investment in 
capital assets", legally "restricted" for a specific purpose or "unrestricted" and available for 
appropriation for general purposes. 

HCLS reports its fund balances in classifications that comprise a hierarchy based primarily on the 
extent to which the HCLS is bound to honor constraints on the specific purpose for which amounts 
in the fund balance category can be spent. Descriptions of these classifications are included in  
Note 8. 

Unearned revenue 
Unearned revenue includes bequests restricted to purchase certain curriculum materials. These 
donations of $180,581 are invested in the Maryland Local Government Investment Pool as a gift 
account. The bequests are recorded as unearned revenue until the specified expenses are 
incurred, at which time revenue will be recognized. Also included is an unexpended individual 
donation which is restricted to the purchase of curriculum materials in the amount of $60,408, which 
is invested in a money market fund. Both account restrictions are imposed by the individual donors 
who provided the money. 

Unearned revenue also includes funds received from donors for which the corresponding expenses 
have not been incurred. The gifts are recorded as unearned revenue until the specified expenses 
are incurred, at which time the revenue will be recognized. The amount of unearned revenue from 
gifts at June 30, 2022 was $169,564. 

Pooled cash and investments 
HCLS follows Governmental Accounting Standards Board Statement 31, "Accounting and Financial 
Reporting for Certain Investments and for External Investment Pools," which requires marketable 
securities to be carried at fair value. 

HCLS also follows Governmental Accounting Standards Board Statement 79, "Certain External 
Investment Pools and Pool Participants," which requires disclosure of specific criteria regarding 
external investment pools. HCLS has an Investment Pool account with the Maryland Local 
Government Investment Pool ("MLGIP"). 

MLGIP was created under Maryland State Law and is regulated by the Maryland State Treasurer's 
Office. The MLGIP may invest in any instrument in which the State Treasurer may invest. 
Permissible instruments are established by Sections 6-222 and 6-223 of the State Finance and 
Procurement Article. No direct investment may have a maturity date of more than 13 months after 
its acquisition. Securities of the MLGIP are valued daily on an amortized cost basis, which 
approximates market value, and are held to maturity under normal circumstances. 

The fair value of the position in the MLGIP is the same as the value of the MLGIP net assets 
(shares). The MGLIP is a 2a-7 like external investment pool, which issues a publicly available 
financial report that includes financial statements and required supplemental information for the 
MLGIP. This report can be obtained in writing: Maryland Local Government Investment Pool; c/o 
PNC Institutional Investments Group; One East Pratt Street; Baltimore, Maryland, 21202; by calling 
1-800-492-5160; or the website, www.mlgip.com. 



Howard County Library System 
 

Notes to Financial Statements 
June 30, 2022 

 
 

 
19 

HCLS has an independent third party as a custodian for securities collateralizing investments. 
Collateralization is required at a level of 102% of market value of principal plus accrued interest. In 
order to mitigate risk, HCLS continually monitors the financial condition of the third-party custodian. 

U.S. Treasury Bills of HCLS are recorded at fair value whereas MLGIP investments are recorded at 
amortized cost, which approximates fair value.  

Capital assets 
Capital assets, which include equipment and books, are reported in the government-wide financial 
statements. Capital assets are defined by HCLS as assets with an initial, individual cost of more 
than $5,000. Such assets are recorded at historical cost. Donated capital assets are recorded at 
estimated acquisition value at the date of the donation. 

The costs of normal maintenance and repairs that do not add to the value of the asset or materially 
extend assets lives are not capitalized. 

Equipment and books are depreciated using the straight-line method over the following estimated 
useful lives: 

Assets  Years 
   
Office equipment  3 - 5 
Computer equipment  3 - 5 
Books  3 - 5 

 
Compensated absences 
It is HCLS' policy to permit employees to accumulate earned but unused vacation and sick pay 
benefits. There is no liability for unpaid accumulated sick leave since HCLS does not have a policy 
to pay any amounts when employees separate from service. All vacation pay is accrued when 
incurred in the government-wide financial statements. A liability for these amounts is reported in 
governmental funds only if they have matured, for example, as a result of employee resignations 
and retirements. 

Cash and cash equivalents 
HCLS considers all highly-liquid investments that are readily convertible to known amounts of cash 
or are so near maturity that they present insignificant risk of changes in value because of changes 
in interest rates. The Library maintains money market accounts that it considers cash equivalents 
under this definition. 

Deferred inflows and outflows of resources 
A deferred outflow of resources represents a consumption of net position that applies to a future 
period and so will not be recognized as an outflow of resources ("expenditure") until the future 
period. The Library recognizes deferred outflows for changes of assumptions, net difference 
between projected and actual earnings on OPEB plan investments and differences between 
expected and actual experience that are being amortized over a five‐year period, changes in 
proportion and contributions made subsequent to the measurement date related to OPEB.  

HCLS has implemented GASB Statement No. 75 - Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions ("GASB 75"). This statement established reporting 
standards that reclassified a portion of the OPEB liability as a deferred outflow of resources. 
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A deferred inflow of resources represents an acquisition of net position that applies to a future 
period and so will not be recognized as an inflow of resources ("revenue") until the future period. 
The Library recognizes deferred inflows for the net difference between projected and actual 
investment earnings on OPEB plan investments, changes of assumptions, differences between 
expected and actual experience and change in proportion.  

Note 3 - Fair value measurements 

Fair Value - HCLS has adopted GASB Statement No. 72 - Fair Value Measurement and 
Application. This statement establishes a hierarchy of inputs to valuation techniques used to 
measure fair value: 

 Level 1 - Valuations based on unadjusted quoted prices for identical assets or liabilities in 
active markets; 

 Level 2 - Valuations based on quoted prices for similar assets or liabilities in active markets 
or identical assets or liabilities in less active markets, such as dealer or broker markets; and 

 Level 3 - Valuations derived from valuation techniques in which one or more significant 
inputs or significant value drivers are unobservable, such as pricing models, discounted 
cash flow models, and similar techniques not based on market, exchange, dealer, or broker-
traded transactions. 

HCLS has the following investments and maturities as of June 30, 2022: 

Investment Type

Pooled Investments
Fair Value/ 

Amortized Cost Less than 1 1-5 5+

MLGIP - Mutual Funds 819,084$           819,084$           -$                  -$                  

Non-Pooled Investments

Treasury Bills 1,000,828          1,000,828          -                    -                    

Total investments 1,819,912$        1,819,912$        -$                  -$                  

Investment Maturities (Years)
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HCLS has investments in securities that are measured at fair value and amortized cost on a 
recurring basis in the financial statements. The Authority uses a three-level hierarchy for 
determining fair value and a financial asset or liability classification within the hierarchy is 
determined based on the lowest level input that is significant to the fair value measurement. The fair 
value of the Treasury Bills was determined using Level 1 inputs (quoted market prices in active 
markets) as of June 30, 2022. MLGIP investments are recorded at amortized cost, which 
approximates fair value. The fund's investments have a weighted average maturity of no more than 
60 days. The following table presents the financial assets that HCLS measured at amortized cost 
and fair value: 

Fair Value/ 
Amortized Costs Level 1 Level 2 Level 3

Investments by fair value level:
Treasury Bills 1,000,828$        1,000,828$        -$                  -$                  

Investments carried at 
amortized cost:
MLGIP - Mutual Funds 819,084             819,084             -                    -                    

Total investments 1,819,912$        1,819,912$        -$                  -$                  
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Note 4 - Cash and cash equivalents and investments 

The carrying amount of total deposits and investments was $6,701,610 and the bank balance was 
$7,174,667 at June 30, 2022. Custodial credit risk is the risk that, in the event of a bank failure, the 
government's deposits may not be returned to it. As of June 30, 2022, HCLS's bank balance was 
not exposed to any custodial risk since all deposits were either covered by the Federal Deposit 
Insurance Corporation ("FDIC"), the Securities Investor Protection Corporation ("SIPC") or fully 
collateralized with the collateral held by a third party in HCLS's name. 

The Annotated Code of Maryland authorizes HCLS to invest in: 

a) insured, interest-bearing accounts in financial institutions; 

b) any obligation for which the United States has pledged its faith and credit for the payment of 
the principal and interest; 

c) any obligation that a federal agency issues in accordance with an act of Congress; 

d) a repurchase agreement that any of these obligations secure; or 

e) the MLGIP. 

Bank balance Carrying amount

Deposits
Insured - Federal Deposit Insurance Corporation 372,043$           372,043$           
Uninsured - collateral held by bank in HCLS' name 4,982,712          4,504,484          
Petty cash -                    5,171                 

Total deposits 5,354,755          4,881,698          

Investments
Maryland Local Government Investment Pool 638,503             638,503             
M&T - Treasury Bills 1,000,828          1,000,828          
Maryland Local Government Investment Pool - 
Gift Fund 180,581             180,581             

Total investments 1,819,912          1,819,912          

Total cash and investments 7,174,667$        6,701,610$        

 
Credit Risk - The MLGIP is duly chartered, administered and subject to regulatory oversight by the 
State of Maryland. This pool is managed in a "Rule 2(2)-7 like" manner and has an S&P rating of 
AAA. 

Interest Rate Risk - HCLS limits its interest rate risk by primarily investing in securities with maturity 
dates under one year. 
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Note 5 - Reconciliation of basic and fund financial statements 

Explanation of certain differences between the governmental fund balance sheet and the 
basic statement of net position 
The governmental fund balance sheet includes a reconciliation between fund balance - total 
governmental funds and net position - governmental activities as reported in the basic statement of 
net position. One element of that reconciliation explains that "capital assets used in governmental 
activities are not financial resources and, therefore, are not reported in the funds." The details of 
this difference are as follows: 

Capital assets, net of accumulated depreciation of $3,039,200 1,542,455$        

Net adjustment to increase fund balance - total governmental
funds to arrive at net position - governmental activities 1,542,455$        

 
Another element of that reconciliation explains that "the net OPEB obligations relates to funding for 
future retiree health benefit payments, which are not considered current." The details of this 
difference are as follows: 

OPEB obligations not considered current:
OPEB liability 26,183,114$      
OPEB related deferred outflow of resources (7,197,214)        
OPEB related deferred inflow of resources 2,413,511          

Net adjustment to reduce fund balance - total governmental
funds to arrive at net position - governmental activities 21,399,411$      

 
Another element of that reconciliation explains that "long-term liabilities are not due and payable in 
the current period and, therefore, are not reported in the funds." The details of this difference are as 
follows: 

Compensated absences 2,020,408$        

Net adjustment to reduce fund balance - total governmental
funds to arrive at net position - governmental activities 2,020,408$        
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Explanation of certain differences between the governmental fund statement of revenue, 
expenditures and changes in fund balances and the basic statement of activities 
The governmental fund statement of revenue, expenditures and changes in fund balances includes 
a reconciliation between net changes in fund balances - total governmental funds and changes in 
net position of governmental activities as reported in the basic statement of activities. One element 
of that reconciliation explains that "Governmental funds report capital outlays as expenditures." 
However, in the statement of activities the cost of those assets is allocated over their estimated 
useful lives and reported as depreciation expense. The details of this difference are as follows: 

Capital outlay, including books 703,035$           
Depreciation expense (1,114,132)        

Net adjustment to decrease net changes in fund balances -
total governmental funds to arrive at changes in net position of 
governmental activities (411,097)$         

 
Another element of that reconciliation states that "Some expenses reported in the statement of 
activities do not require the use of current financial resources and, therefore, are not reported as 
expenditures in governmental funds." The details of this difference are as follows: 

Compensated absences (467,800)$         
OPEB obligation (1,758,516)        

Net adjustment to decrease net changes in fund 
balances - total governmental funds to arrive at
changes in net position of governmental activities (2,226,316)$      

 
Note 6 - Long-term obligations  

The following is an analysis of the changes in the long-term obligations of the Library: 

Balance Balance
July 1, 2021 Additions Reductions June 30, 2022

Net OPEB obligation 23,095,204$      3,087,910$        -$                   26,183,114$      
Compensated Absences 1,552,608          516,596             (48,796)              2,020,408          

Total 24,647,812$      3,604,506$        (48,796)$            28,203,522$      

 
Compensated absences 
All eligible employees are granted vacation benefits in varying amounts to specified maximums 
depending on the years of service with the Library. Sick leave accrues to full-time, permanent 
employees and salaried, part-time employees until termination or retirement. Generally, after one 
year of service, employees are entitled to accrued vacation leave upon termination. 
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Note 7 - Capital assets 

Capital asset activities for the fiscal year ended June 30, 2022 were as follows: 

Primary governmental activities 
Beginning Ending
balance Increases Decreases balance

Governmental activities
Capital assets, being depreciated

Machinery and equipment 1,448,198$        238,845$           (138,837)$          1,548,206$        
Books 3,690,828          759,030             (1,416,409)         3,033,449          

Total capital assets being depreciated 5,139,026          997,875             (1,555,246)         4,581,655          

Less accumulated depreciation for
Machinery and equipment 1,224,984          113,977             -                     1,338,961          
Books 1,960,490          1,000,155          (1,260,406)         1,700,239          

Total accumulated depreciation 3,185,474          1,114,132          (1,260,406)         3,039,200          

Total capital assets being depreciated,
 net 1,953,552          (116,257)            (294,840)            1,542,455          

Governmental activities capital assets, net 1,953,552$        (116,257)$          (294,840)$          1,542,455$        

 
Depreciation expense of $1,114,132 was charged to HCLS's function of Curriculum Education on 
the statement of activities. 

Note 8 - Fund balances 

In accordance with governmental accounting standards, the HCLS classifies its fund balances as 
follows: 

Nonspendable - This component includes amounts that cannot be spent either because it is not 
in spendable form or because of legal or contractual requirements. As of June 30, 2022, 
$546,167 was nonspendable due to prepaid expenses not in spendable form. 

Restricted - This component consists of amounts that have constraints placed on them either 
externally by third parties (grantors, contributors, creditors, or laws or regulations of other 
governmental entities) or by law through constitutional provisions or enabling legislation. As of 
June 30, 2022, $240,989 was restricted for gifts.  

Committed - This component consists of amounts that can only be used for specific purposes 
pursuant to constraints imposed by formal action of the HCLS' highest level of decision making. 
These actions would be through by-laws or board resolution passed by the Board of Trustees. 
These committed amounts cannot be used for any other purpose unless the Board removes or 
changes the specified use by taking the same type of action it employed previously to commit 
those amounts. As of June 30, 2022, no amount was committed.  

Assigned - This component consists of amounts that are constrained by the HCLS' intent to be 
used for specific purposes, but are neither restricted nor committed. The authority for assigning 
is expressed by the President and Chief Executive Officer. As of June 30, 2022, $2,154,550 
was assigned for curriculum. 
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Unassigned - This classification represents amounts that have not been restricted, committed or 
assigned to specific purposes. As of June 30, 2022, $2,779,257 was unassigned. 

Note 9 - Deferred compensation plan 

HCLS has made deferred compensation plans available to all its employees. The plans were 
established in accordance with Internal Revenue Code Section 457. A deferred compensation plan 
offers employees an opportunity to defer a portion of their salary along with the related federal and 
state income tax, until future years. The deferred compensation funds are not available to 
employees until termination, retirement, death or unforeseeable emergency. 

HCLS participates in plans sponsored by the National Association of Counties ("NACO") which has 
selected the Public Employees Benefit Services Corporation ("PEBSCO") to be the plan 
administrator and Variable Life Insurance Company ("VALIC"). The assets of both plans were 
transferred to custodial accounts and HCLS no longer reports those assets and liabilities in the 
Agency Funds of HCLS.  

Note 10 - Retirement and pension plans 

HCLS participates in the Maryland Teachers' Retirement System ("TRS") and the Maryland 
Teachers' Pension System ("TPS"), collectively the "Teachers Retirement and Pension Systems." 
Both plans are administered by the Maryland State Retirement and Pension System which is a cost 
sharing agent multiple-employer public employee retirement system. Coverage is available to all 
regular full-time and part-time salaried employees to the exclusion of any temporary on-call 
employees. 

The systems were established in accordance with the State Personnel and Pensions Article of the 
Annotated Code of Maryland. Responsibility for the administration and operation of the systems is 
vested in a 15-member Board of Trustees ("Trustees"). The Trustees also have the authority to 
establish and amend the respective benefit provisions. The systems provide retirement and 
disability benefits, annual cost-of-living adjustments, and death benefits to system members and 
beneficiaries. 

Members become fully vested under TRS after completing five years or ten years of creditable 
service depending on the date of hire, provided the member lives to the age of 60 and does not 
withdraw his or her accumulated contributions. Under TPS, members are fully vested after five 
years, provided the member lives to age 62. Under both plans, a member terminating employment 
before reaching retirement age or before completing five years of creditable service is refunded his 
or her accumulated contributions plus earned interest. 

Both plans are contributory plans. Contribution obligations are determined by the State Personnel 
and Pensions Article. Under TPS, employee contributions are 7% of their salary and wages to the 
system. Under TRS, members are required to contribute 7% of their salary and wages to the 
system. Employee contributions for the year ended June 30, 2022 were $981,696 under TRS and 
$0 under TPS. 

The State of Maryland (the nonemployer contributing entity) pays the employer's share of 
contributions for employees participating in TRS and TPS except for those employees eligible under 
TPS who are working on federal grant programs. During the fiscal year ended June 30, 2022, the 
State paid $2,095,616 in retirement costs to employees of HCLS participating in the Teachers' 
Retirement and Pension System, equal to approximately 15.55% of the covered payroll. The State 
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of Maryland is also responsible for any unfunded pension benefit obligation; therefore, any pension 
liability, deferred outflow of resources, deferred inflow of resources and related financial reporting 
disclosures in relation to these employees are included in the State of Maryland Comprehensive 
Annual Financial Report. The actuarial report of the TRS and TPS may be obtained from the 
Maryland State Retirement and Pension System by writing to the State Retirement and Pension 
System of Maryland, State Retirement Agency, 301 Preston Street, Baltimore, Maryland, 21201-
2363, or by calling (800) 492-5909. 

Summary 
HCLS previously adopted GASB No. 68, Accounting and Financial Reporting for Pensions ("GASB 
68"). HCLS participates in the Maryland State Retirement and Pension System, (the "System") and 
qualifies as a Participating Governmental Unit ("PGU"). The State Retirement Agency (the 
"Agency") is the Plan administrator and fiduciary. GASB 68 requires that a PGU recognize its 
proportionate share of the System's net pension liability (i.e. unfunded pension liability) and pension 
expense.  

However, HCLS has no expense for pension costs; nor is it responsible for unfunded pension 
obligation because its employees participate in the TRS and TPS, and the State of Maryland is 
responsible for the related pension obligations.  

HCLS employees participate in the System and contributed 7.00% of their compensation during 
fiscal 2021 as stipulated by the System.  

Basis of presentation and basis of accounting 
1. Employers participating in the System's cost-sharing multiple-employer defined benefit 

plans are required to report pension information in their financial statements for fiscal 
periods beginning on or after June 15, 2014, in accordance with GASB Statement No. 68, 
Accounting and Financial Reporting for Pensions. The Schedule of Employer Allocations 
and Schedule of Pension Amounts by Employer (pension allocation schedules) provide 
employers with the required information for financial reporting. The System's financial 
statements are prepared on the accrual basis of accounting and are prepared in 
accordance with accounting principles generally accepted in the United States of America 
("GAAP") that apply to governmental accounting for fiduciary funds.  

2. Actual employer contributions billed to participating government units for the year ending 
June 30, 2021, are used as the basis for determining each employer's proportionate share 
of the collective pension amounts reported in the Schedule of Employer Allocations. The 
contributions were not adjusted because the State of Maryland contributed 100% of the 
actuarial determined contributions for the year ended June 30, 2021. 
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3. The components of the calculation of the net pension liability for the system as of June 30, 
2021, calculated in accordance with GASB Statement No. 67, are shown in the following 
table:  

Total pension liability 82,606,805$      
Plan fiduciary net position 67,604,500        

Net pension liability 15,002,305$      

Plan fiduciary net position as a percentage
of the total pension liability 81.84%

(Expressed in thousands)

 
Actuarial assumptions 
Valuation Date June 30, 2021
Contribution Fiscal Year Ended June 30, 2022
Actuarial Cost Method Entry Age Normal
Amortization Method for Unfunded 
Actuarial Accrued Liabilities Level Percentage of Payroll, Closed
Amortization Period 25-year closed schedule ending June 30, 2039; 17 years remaining.
Asset Valuation Method 5-year smoothed market (max. 120% and min 80% of the market value)
Actuarial Assumptions

Investment Rate of Return 6.80%
Inflation 2.25% general, 2.75% wage
Projected Salary Increases 2.75% to 9.25%, including inflation
Discount Rate 6.80%

Retirement age

Experience-based table of rates that are specific to the type of eligibility 
condition. Last updated for the 2019 valuation pursuant to the 2018 
experience study for the period July 1, 2014 to June 30, 2018.

Mortality

Various versions of the Pub-2010 Mortality Tables for males and females 
with projected generational mortality improvements based on the MP-
2018 fully generational mortality Improvements scale for males and 
females. 
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Investments 
The long-term expected rate of return on pension plan investments was determined using a 
building-block method in which best-estimate ranges of expected future real rates of return 
(expected returns, net of pension plan investment expense and inflation) are developed for each 
major asset class. These ranges are combined to produce the long-term expected rate of return by 
weighting the expected future real rates of return by the target asset allocation percentage and by 
adding expected inflation. Best estimates of geometric real rates of return were adopted by the 
Pension system's Board after considering input from the investment consultant(s) and actuary(s). 
For each major asset class that is included in the Pension System's target asset allocation, these 
best estimates are summarized in the following table: 

Asset class
Target 

allocations

Long-term 
expected real 
rate of return

Public equity 37% 4.70%
Private equity 13% 6.50%
Rate sensitive 19% -0.40%
Credit opportunity 9% 2.60%
Real assets 14% 4.20%
Absolute return 8% 2.00%

Total 100%

 
The above was the Pension System's Board of Trustees adopted asset allocation policy and best 
estimate of geometric real rates of return for each major asset class as of the measurement date of 
June 30, 2021. 

Discount rate 
A single discount rate of 6.80% was used to measure the total pension liability. The single discount 
rate was based on the expected rate of return on pension plan investments of 6.80%. The 
projection of cash flows used to determine this single discount rate assumed that plan member 
contributions will be made at the current contribution rate and that employer contributions will be 
made at rates equal to the difference between actuarially determined contribution rates and the 
member rate. Based on these assumptions, the pension plan's fiduciary net position was projected 
to be available to make all projected future benefit payments of current plan members. Therefore, 
the long-term expected rate of return on pension plan investments was applied to all periods of 
projected benefit payments to determine the total pension liability. 
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Sensitivity of the net pension liability 
Regarding the sensitivity of the net pension liability to changes in the single discount rate, the 
following presents the System's net pension liability and HCLS' proportionate share of the System's 
net pension liability (expressed in thousands), calculated using a single discount rate of 6.80%, a 
single discount rate that is 1-percentage point lower (i.e. 5.80%) and a single discount rate that is 1-
percentage point higher (i.e. 7.80%). 

Current
1% Decrease Discount Rate 1% Increase

(5.80%) (6.80%) (7.80%)
The System's Net Pension 
Liability 25,551,028$      15,002,308$      6,252,209$        
The Library's Proportionate 
Share of the Net Pension 
Liability for the Employers' 
Retirement and Pension 
System -$                  -$                  -$                  
The Library's Proportionate 
Share of the Net Pension 
Liability for the Teachers' 
Retirement and Pension 
System -$                  -$                  -$                  

 
Pension plan description 
Organization 
The State Retirement Agency (the "Agency") is the administrator of the System. The System was 
established by the State Personnel and Pensions Article of the Annotated Code of Maryland to 
provide retirement allowances and other benefits to State employees, teachers, police, judges, 
legislators, and employees of participating governmental units. Responsibility for the System's 
administration and operation is vested in a 15-member Board of Trustees. The System is made up 
of two cost-sharing employer pools: the "State Pool" and the "Municipal Pool." The "State Pool" 
consists of the State agencies, boards of education, community colleges, and libraries. The 
"Municipal Pool" consists of the participating governmental units that elected to join the System. 
Neither pool shares in each other's actuarial liabilities, thus participating governmental units that 
elect to join the System (the "Municipal Pool") share in the liabilities of the Municipal Pool only. The 
State of Maryland is the statutory guarantor for the payment of all pensions, annuities, retirement 
allowances, refunds, reserves, and other benefits of the System. The Agency is legally authorized 
to use all assets accumulated for the payment of benefits to pay such obligations to any plan 
member or beneficiary as defined by the terms of the plan. Consequently, the System is accounted 
for as a single plan as defined in GASB Statement No. 67, "Financial Reporting for Pension Plans- 
An Amendment of GASB Statement No.25." Additionally, the System is fiscally dependent on the 
State by virtue of the legislative and executive controls exercised with respect to its operations, 
policies, and administrative budget. Accordingly, the System is included in the State's reporting 
entity and disclosed in its financial statements as a pension trust fund. The System is comprised of 
the Teachers' Retirement and Pension Systems, Employees' Retirement and Pension Systems, 
State Police Retirement System, Judges' Retirement System, and the Law Enforcement Officers' 
Pension System. HCLS' employees participate in the Teachers' Retirement and Pension System. 
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Covered members 
The Teachers' Retirement System was established on August 1, 1927, to provide retirement 
allowances and other benefits to teachers of the State. Effective January 1, 1980, the Teachers' 
Retirement System was closed to new members and the Teachers' Pension System was 
established. As a result, teachers hired after December 31, 1979, became members of the 
Teachers' Pension System as a condition of employment. On or after January 1, 2005, an individual 
who is a member of the Teachers' Retirement System may not transfer membership to the 
Teachers' Pension System.  

Summary of significant plan provisions 
All plan benefits are specified by the State Personnel and Pensions Article of the Annotated Code 
of Maryland. For all individuals who are members of the System on or before June 30, 2011, 
pension allowances are computed using both the highest three consecutive years' Average Final 
Compensation ("AFC") and the actual number of years of accumulated creditable service. For any 
individual who becomes a member of one of the pension systems on or after July 1, 2011, pension 
allowances are computed using both the highest five consecutive years' AFC and the actual 
number of years of accumulated creditable service. Various retirement options are available under 
each system which ultimately determines how a retiree's benefit allowance will be computed. Some 
of these options require actuarial reductions based on the retiree's and/or designated beneficiary's 
attained age and similar actuarial factors. Beginning July 1, 2011, the member contribution rate was 
increased for members of the Teachers' Pension System from 5% to 7%. In addition, the benefit 
attributable to service on or after July 1, 2011 in many of the pension systems now will be subject to 
different cost-of-living adjustments ("COLA") that is based on the increase in the Consumer Price 
Index ("CPI") and capped at 2.5% or 1.0% based on whether the market value investment return for 
the preceding calendar year was higher or lower than the investment return assumption used in the 
valuation. A brief summary of the retirement eligibility requirements of and the benefits available 
under the various systems in effect during fiscal year 2021 are as follows: 

Service retirement allowances 
A member of the Teachers' Retirement System is generally eligible for full retirement benefits 
upon the earlier of attaining age 60 or accumulating 30 years of creditable service regardless of 
age. The annual retirement allowance equals 1/55 (1.81%) of the member's AFC multiplied by 
the number of years of accumulated creditable service. An individual who is a member of the 
Teachers' Pension System on or before June 30, 2011, is eligible for full retirement benefits 
upon the earlier of attaining age 62, with specified years of eligibility service, or accumulating 30 
years of eligibility service regardless of age. An individual who becomes a member of the 
Teachers' Pension System on or after July 1, 2011, is eligible for full retirement benefits if the 
member's combined age and eligibility service equals at least 90 years or if the member is at 
least age 65 and has accrued at least 10 years of eligibility service. For most individuals who 
retired from the Teachers' Pension System on or before June 30, 2006, the annual pension 
allowance equals 1.2% of the member's AFC, multiplied by the number of years of creditable 
service accumulated prior to July 1, 1998, plus 1.4% of the member's AFC, multiplied by the 
number of years of creditable service accumulated subsequent to June 30, 1998. With certain 
exceptions, for individuals who are members of the Teachers' Pension System on or after July 
1, 2006, the annual pension allowance equals 1.2% of the member's AFC, multiplied by the 
number of years of creditable service accumulated prior to July 1, 1998, plus 1.8% of the 
member's AFC, multiplied by the number of years of creditable service accumulated subsequent 
to June 30, 1998. Beginning July 1, 2011, any new member of the Teachers' Pension System 
shall earn an annual pension allowance equal to 1.50% of the member's AFC multiplied by the 
number of years of creditable service accumulated as a member of the Teachers' Pension 



Howard County Library System 
 

Notes to Financial Statements 
June 30, 2022 

 
 

 
32 

System. Exceptions to these benefit formulas apply to members of the Teachers' Pension 
System, who are employed by a participating governmental unit that does not provide the 1998 
or 2006 enhanced pension benefits or the 2011 reformed pension benefits. The pension 
allowance for these members equals 0.8% of the member's AFC up to the social security 
integration level ("SSIL"), plus 1.5% of the member's AFC in excess of the SSIL, multiplied by 
the number of years of accumulated creditable service. For the purpose of computing pension 
allowances, the SSIL is the average of the social security wage bases for the past 35 calendar 
years ending with the year the retiree separated from service. 

Vested allowances 
Any individual who is a member of the State Retirement and Pension System on or before June 
30, 2011 (other than a judge or a legislator), and who terminates employment before attaining 
retirement age but after accumulating five years of eligibility service is eligible for a vested 
retirement allowance. Any individual who joins the State Retirement and Pension System on or 
after July 1, 2011 (other than a judge or a legislator), and who terminates employment before 
attaining retirement age but after accumulating 10 years of eligibility service is eligible for a 
vested retirement allowance. A member, who terminates employment prior to attaining 
retirement age and before vesting, receives a refund of all member contributions and interest. 

Early service retirement 
A member of the Teachers' Retirement System may retire with reduced benefits after 
completing 25 years of eligibility service. Benefits are reduced by 0.5% per month for each 
month remaining until the retiree either attains age 60 or would have accumulated 30 years of 
creditable service, whichever is less. The maximum reduction for a Teachers' Retirement 
System member is 30%. An individual who is a member of the Teachers' Pension System on or 
before June 30, 2011, may retire with reduced benefits upon attaining age 55 with at least 15 
years of eligibility service. Benefits are reduced by 0.5% per month for each month remaining 
until the retiree attains age 62. The maximum reduction for these members of the Teachers' 
Pension System is 42%. An individual who becomes a member of the Teachers' Pension 
System on or after July 1, 2011, may retire with reduced benefits upon attaining age 60 with at 
least 15 years of eligibility service. Benefits are reduced by 0.5% per month for each month 
remaining until the retiree attains age 65. The maximum reduction for these members of the 
Teachers' Pension System is 30%. 

Disability and death benefits 
Generally, a member covered under retirement plan provisions who is permanently disabled 
after five years of service receives a service allowance based on a minimum percentage 
(usually 25%) of the member's AFC. A member covered under pension plan provisions who is 
permanently disabled after accumulating five years of eligibility service receives a service 
allowance computed as if service had continued with no change in salary until the retiree 
attained age 62. A member (other than a member of the Maryland General Assembly or a 
judge, both of which are ineligible for accidental disability benefits) who is permanently and 
totally disabled as the result of an accident occurring in the line of duty receives 2/3 (66.7%) of 
the member's AFC plus an annuity based on all member contributions and interest. Death 
benefits are equal to a member's annual salary as of the date of death plus all member 
contributions and interest. 
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Adjusted retirement allowances (as applicable) 
The annual increases to pension allowances for Employees' Pension System retirees who were 
employed by a participating governmental unit that does not provide enhanced pension benefits 
are limited to 3% of the initial allowance. However, beginning July 1, 2011, for benefits 
attributable to service earned on or after July 1, 2011, in all of the systems except the judges' 
and legislators' systems, the adjustment is capped at the lesser of 2.5% or the increase in CPI if 
the most recent calendar year market value rate of return was greater than or equal to the 
assumed rate. The adjustment is capped at the lesser of 1% or the increase in CPI if the market 
value return was less than the assumed rate of return. In years in which COLAs would be less 
than zero due to a decline in the CPI, retirement allowances will not be adjusted. COLAs in 
succeeding years are adjusted until the difference between the negative COLA that would have 
applied and the zero COLA is fully recovered.  

Net pension liability 
The components of the State of Maryland's proportionate share of the Pension System's net 
pension liability (expressed in thousands) as of the measurement date of June 30, 2021 is as 
follows: 

In relation to employees 
participating in the Teachers 

Retirement and Pension System

Total pension liability 82,606,805$                                   
Less: Plan fiduciary net position 67,604,497                                     
Net pension liability 15,002,308$                                   
Plan fiduciary net position as a percentage of total 
pension liability 81.84%

 
The State of Maryland's (the nonemployer contributing entity) proportionate share for employees 
participating in the Teachers' Retirement and Pension System is based on total System 
contributions for fiscal year 2020. The Library's approximate proportionate share is 0.10% as of the 
measurement date of June 30, 2021. 

The pension plan fiduciary 
Plan Information as well as the Comprehensive Annual Financial Report of the Maryland State 
Retirement and Pension System for the year ended June 30, 2021 is available from: 

State Retirement & Pension System of Maryland 
120 East Baltimore Street 
Baltimore, Maryland 21202 

www.sra.state.md.us 
-General Interest 

-Related Links 
-Downloads 

-Comprehensive Annual Financial Reports 
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Note 11 - Other post-employment benefits 

Plan description and employees covered by benefit terms 
HCLS provides a post-employment health insurance program in addition to the benefits described 
in Note 9. All employees who retire from HCLS may participate in the program. In order to be 
eligible, the retiree must have a minimum of 10 years of service, have passed his/her 50th birthday, 
and possess a combination of age and service which totals a minimum of 75 years. HCLS will pay a 
percentage of the health insurance premium based upon these criteria. Other retirees who do not 
meet the eligibility criteria are permitted to participate in the retirees' health insurance program by 
paying the full premium at the group rate. Currently, 79 retirees meet these eligibility requirements. 
Related expense for fiscal year 2022 was approximately $227,824. 

During the fiscal year 2008, the County implemented the provisions of GASB Statement No. 43, 
Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans and GASB 45, 
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than 
Pensions. The County funds HCLS' unfunded actuarial accrued liability ("UAAL"); therefore, this 
liability will be included in the financial statements of the County. HCLS is required to include in its 
financial statements, the amount by which the County has funded the UAAL on its behalf. The 
amount of UAAL underfunded by HCLS during 2022 was $121,879. 

HCPL participates in the County's Other Postemployment Benefit ("OPEB") Trust Fund (the "Plan"). 
The Plan is a Cost-Sharing Multiple Employer Defined Benefit Healthcare Plan. Per Section 1.406B 
of Howard County Bill No. 14-2008, the County established an irrevocable trust for administering 
the plan assets and paying healthcare costs on behalf of the participants. The Plan includes the 
County (consisting of the County government, Howard County Library, Howard Soil Conservation 
District, Economic Development Authority, and Housing Commission), and its component units, 
Howard County Community College and Howard County Public School system. The Plan is 
administered and overseen by a Board of Trustees comprised of the Chief Administrative Officer, 
the Director of Finance, and Budget Administrator.  

Contributions 
Contribution requirements of the plan members and the participating employers are established and 
may be amended by the Plan's Board of Trustees. Contributions to the OPEB plan by retirees were 
$208,620. Employees are not required to contribute to the OPEB plan. 

Net OPEB Liability 
HCLS's net OPEB liability was measured as of June 30, 2021 and the total OPEB liability used to 
calculate the net OPEB liability was determined by an actuarial valuation as of January 1, 2020. 
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Actuarial assumptions  
The collective total OPEB liability for the June 30, 2021 measurement date was determined by an 
actuarial valuation as of January 1, 2020, with update procedures used to roll forward the total 
OPEB liability to June 30, 2021. This actuarial valuation used the following actuarial assumptions: 

Actuarial Cost Method Entry Age Normal

Interest assumption Discount rate of 2.41% as of 6/30/21

Inflation 2.50%

Municipal bond rate 1.92% as of 6/30/21 based on the Bond Buyer 
General Obligation 20-year Bond Municipal Bond 
Index

Projected Cash Flows Long-term expected rate of return was applied to 
fiscal years 2021 through 2041

Long-term expected real rate of return, 
based on geometric means

3.17% for Equity investments (based on 65% 
target allocation) and 0.69% for Fixed Income 
investments (based on 35% target allocation), or 
a total of 3.86%

Mortality Pub-2010 Safety Retirees Headcount - Weighted 
Mortality Projected with Fully Generational 
MP2019 Mortality

Healthcare cost trend rate 4.00% based upon 2016 SOA Model, 1.6% GDP, 
adjusted for the anticipated impact of the ACA 
Excise Tax

 
The total OPEB liabilities are measured based on assumptions pertaining to the interest rates, 
inflation rates, health costs, and employee demographic behavior in future years. The assumptions 
used were based on the results of an actuarial experience study conducted in 2020. It is likely that 
future experience will not exactly conform to these assumptions. To the extent that actual 
experience deviates from these assumptions, the emerging liabilities may be higher or lower than 
anticipated. The more the experience deviates the larger the impact on future financial statements. 

The long-term expected rate of return on plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates of return (expected returns, net 
of plan investment expense and inflation) are developed for each major asset class. These ranges 
are combined to produce the long-term expected rate of return by weighting the expected future 
real rates of return by the target asset allocation percentage and by adding expected inflation. 
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Best estimates of geometric real rates of return for each major asset class, included in the Plan's 
target allocation as of June 30, 2021 are summarized in the following table: 

Asset class Long-term expected rate of return

Equities 3.17%
Fixed income 0.69%

 
Discount rate 
The discount rate used to measure the total OPEB liability was 2.84% at the beginning of the 
current measurement period and 2.41% at the end. In measuring the total liability and determining 
the discount rate, the actuary projected cash flows by assuming that the County will continue to 
make the current contribution levels increasing 3% per annum. These contributions were first 
allocated to the normal cost for future hires as required by GASB. The benefit payment stream for 
the Plan is discounted based on an index rate for 20-year tax-exempt general obligation municipal 
bonds with an average rating of AA/Aa or higher for years when the projected benefit payouts are 
expected to be funded. The present value of payments through 2040 was determined using the 
expected rate of return of assets of 7.35% and using the bond rate of 1.92% for benefit payments 
after 2040. The equivalent single rate is 2.41%. 

Sensitivity of the net OPEB liability to changes in the discount rate  
The following presents the net OPEB liability of the HCLS, as well as what HCLS's net OPEB 
liability would be if it were calculated using a discount rate that is 1-percentage-point lower (1.41%) 
or 1-percentage-point higher (3.41%) than the current discount rate: 

1% Decrease 
1.84%

Discount Rate 
2.84% 1% Increase 3.84%

Net OPEB Liability 32,796,189$        26,183,114$        21,074,425$            

Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates 
The following presents the net OPEB liability of HCLS, as well as what HCLS's net OPEB liability 
would be if it were calculated using the healthcare cost trend rates that are 1-percentage-point 
lower (3.00%) or 1-percentage-point higher (5.00%) than the current healthcare cost trend rates: 

1% Decrease 
3.00%

Medical Trend 
4.00% 1% Increase 5.00%

Net OPEB Liability 20,407,814$        26,183,114$        34,132,076$            
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OPEB expense and deferred outflows and inflows of resources related to OPEB 
For the year ended June 30, 2022, HCLS recognized OPEB expense of $1,758,516. At June 30, 
2022, HCLS reported deferred outflows and inflows of resources related to OPEB from the following 
sources: 

Deferred 
Outflows of 
Resources

Deferred Inflows 
of Resources

Differences between expected and actual experience 168,519$           649,962$           
Changes of assumptions 6,073,583          1,154,837          
Net difference between projected and actual earnings on OPEB plan 
investments -                    392,426             
Employer contribution subsequent to measurement date 503,426             -                    
Change in proportion 451,686             216,286             

Total 7,197,214$        2,413,511$        

 
Amounts reported as deferred outflows and inflows of resources related to OPEB will be recognized 
in OPEB expense as follows: 

Fiscal Year 
ending June 30: Total

2023 413,918$           
2024 416,136             
2025 413,286             
2026 407,314             
2027 510,773             

Thereafter 2,118,850          

Total 4,280,277$        

 
Note 12 - Commitments and contingencies 

HCLS receives various federal and state grants that are subject to review and audit by the 
respective agencies. Such audits could result in a request for reimbursement by the respective 
agency for expenditures disallowed under the terms and conditions of the appropriate agency. In 
the opinion of HCLS management, such disallowances, if any, would not be significant. 

HCLS receives substantially all of its support from county and state appropriations. A significant 
reduction in the level of this support, if this were to occur, could have an adverse effect on the 
HCLS's programs and activities.  

In early 2020, an outbreak of a novel strain of coronavirus ("COVID-19") emerged globally. As a 
result, events occurred including mandates from federal, state and local authorities leading to an 
overall decline in economic activity. This could have a negative impact on the HCLS's financial 
position, results of operations, and cash flows. HCLS is not able to reliably estimate the length or 
severity of this outbreak and the related financial impact. 
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Note 13 - Risk management 

HCLS is exposed to various risks of losses related to torts, theft of, damage to, and destruction of 
assets, errors and omissions, injuries to employees, and natural disasters. HCLS participates in the 
Risk Management Program of Howard County, Maryland. HCLS makes payments to the two 
internal service funds of the Risk Management Program based on a combination of actuarial 
estimates and historical cost information. In return, HCLS receives full coverage for employee 
benefits and long-term disability claims, automotive physical damage claims, general liability claims, 
property damage claims, workers' compensation claims, pollution and environmental claims. 

Note 14 - Subsequent events 

Events that occur after the fund balance sheet and statement of net position date but before the 
financial statements were available to be issued must be evaluated for recognition or disclosure. 
The effects of subsequent events that provide evidence about conditions that existed at the fund 
balance sheet and statement of net position date are recognized in the accompanying financial 
statements. Subsequent events which provide evidence about conditions that existed after the fund 
balance sheet and statement of net position date require disclosure in the accompanying notes. 
Management evaluated the activity of HCLS through September 27, 2022 (the date the financial 
statements were available to be issued) and concluded that no subsequent events have occurred 
that would require recognition in the financial statements or disclosure in the notes to the financial 
statements.  
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Variance with
final budget

Original Amended positive
budget budget Actual (negative)

Revenue
Howard County 22,448,901$      22,448,901$      22,448,901$      -$                   
Maryland Department of Education 1,102,597          1,102,597          1,102,597          -                     
Federal and state grants and gifts -                     -                     1,242,155          1,242,155          
Use of fund balance 300,000             300,000             -                     (300,000)            

1,007,778          1,007,778          591,116             (416,662)            
Investment earnings 15,000               15,000               2,480                 (12,520)              

Total revenue 24,874,276        24,874,276        25,387,249        512,973             

Expenditures and encumbrances
Salaries and benefits 20,879,961        20,008,461        18,945,506        1,062,955          
Contracts 1,128,819          1,128,819          1,448,470          (319,651)            
Supplies 839,857             1,776,357          1,125,477          650,880             
Curriculum 1,785,000          1,720,000          2,164,210          (444,210)            
Professional development 54,015               54,015               71,339               (17,324)              
Equipment 186,624             186,624             508,950             (322,326)            
Federal and state grants -                     -                     -                     -                     (1)

Total expenditures and 
encumbrances 24,874,276$      24,874,276$      24,263,952$      610,324$           

Excess (deficiency) of revenue over
expenditures and encumbrances -$                   1,123,297$        1,123,297$        

(1)

HCLS generated sales and fees

Grant expenditures are allocated and included through the other expenditure categories and are not broken out
separately on the statement of activities.
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Note 1 - Reconciliation of budgetary data 

HCLS' President & CEO submits an annual budget to the County Executive in accordance with 
Resolution No. 68. Once approved by the County Council, the HCLS Board of Trustees with 
approval from the office of the County Executive may amend the legally adopted budget when 
unexpected modifications are required in estimated revenue and appropriations.  

The Schedule of Revenue, Expenditures and Encumbrances and Changes in Fund Balance - 
Budget and Actual is prepared on a basis consistent with the budget. The budget is prepared using 
encumbrance accounting where encumbrances are treated as expenditures of the current period. 
The statement of revenue, expenditures and changes in fund balance is prepared on a basis 
consistent with accounting principles generally accepted in the United States of America ("GAAP") 
where encumbrances are treated as a reservation of fund balance. 

A reconciliation of revenue and expenditures from budgetary basis to GAAP basis is as follows: 

Revenue
Budgetary basis 25,387,249$      
Fringe benefits paid directly by State of Maryland 2,095,616          

GAAP basis 27,482,865$      

Expenditures
Budgetary basis 24,263,952$      
Add prior year encumbrances expended this year 2,816,234          
Current year encumbrances (2,154,550)        
Fringe benefits paid directly by State of Maryland 2,095,616          

GAAP basis 27,021,252$      
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Schedule of HCLS' Proportionate Share of the Net Pension Liability for the Teachers' Retirement and Pension Systems: 

FY 2022 FY 2021 FY 2020 FY 2019 FY 2018 FY 2017 FY 2016
HCLS' proportion (%) of collective net pension liability 0% 0% 0% 0% 0% 0% 0%
HCLS' proportionate share ($) of collective net pension liability -$                     -$                     -$                     -$                     -$                 -$               -$              
Portion of the State of Maryland's total proportionate share ($) of collective net 
pension liability that is associated with the Library 78,561,532$        78,987,324$        75,556,921$        73,773,405$        72,016,948$    69,304,137$  59,782,816$ 

Sum of the Library's and portion of the State of Maryland's total proportionate 
share ($) of collective net pension liability that is associated with the Library. 78,561,532$        78,987,324$        75,556,921$        73,773,405$        72,016,948$    69,304,137$  59,782,816$ 
HCLS' covered payroll ($) 1 13,476,495$        11,853,435$        13,294,581$        12,984,901$        12,365,901$    12,031,711$  11,875,828$ 
HCLS' proportionate share of collective net pension liability as a percentage of 
its covered payroll 0% 0% 0% 0% 0% 0% 0%
Pension plan's fiduciary net position as a percentage of total pension liability 81.84% 70.72% 72.34% 71.18% 69.38% 65.79% 68.78%

1 - In accordance with GASB No. 82, amounts shown represent the payroll on which contributions to the pension plan are based. 
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Note 1 - Actuarial Assumptions 

Valuation Date June 30, 2021
Contribution Fiscal Year Ended June 30, 2022
Actuarial Cost Method Entry Age Normal
Amortization Method for Unfunded 
Actuarial Accrued Liabilities Level Percentage of Payroll, Closed
Amortization Period 25-year closed schedule ending June 30, 2039; 17 years remaining.
Asset Valuation Method 5-year smoothed market (max. 120% and min 80% of the market value)
Actuarial Assumptions

Investment Rate of Return 6.80%
Inflation 2.25% general, 2.75% wage
Projected Salary Increases 2.75% to 9.25%, including inflation
Discount Rate 6.80%

Retirement age

Experience-based table of rates that are specific to the type of eligibility 
condition. Last updated for the 2019 valuation pursuant to the 2018 
experience study for the period July 1, 2014 to June 30, 2018.

Mortality

Various versions of the Pub-2010 Mortality Tables for males and females 
with projected generational mortality improvements based on the MP-
2018 fully generational mortality Improvements scale for males and 
females.  

Note 2 - Changes in Benefit Terms 

There were no benefit changes during the year. 

Note 3 - Changes in Assumptions 

Changes from Fiscal Year 
2017 to 2018

Changes from Fiscal Year 
2018 to 2019

Changes from Fiscal Year 
2019 to 2020

Changes from Fiscal 
Year 2020 to 2021

Inflation General 2.65% to 2.60% 2.60% to 2.65% 2.65% to 2.60% 2.60% to 2.25%
Inflation Wages 3.15% to 3.10% 3.10% to 3.15% 3.15% to 3.10% 3.10% to 2.75%
Discount Rate 7.50% to 7.45% 7.45% to 7.40% No Change 7.40% to 6.80%
Investment Rate of Return 7.50% to 7.45% 7.45% to 7.40% No Change 7.40% to 6.80%  
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2022 2021 2020 2019 2018
Changes in employer's proportionate net OPEB 
liability and related ratios
Total OPEB liability
Service cost 1,309,604$        1,000,146$        866,166$           792,700$           896,402$           
Interest 721,106             748,747             738,845             678,894             564,510             
Experience losses (70,737)             210,649             (46,665)             (936,486)           -                    
Changes in assumptions 2,355,884          2,775,914          1,550,755          1,119,052          (2,244,614)        
Benefit payments (362,972)           (361,036)           (327,674)           (325,825)           (320,771)           
Change in proportion -                    (299,063)           -                    725,950             -                    

Net change in total OPEB liability 3,952,885          4,075,357          2,781,427          2,054,285          (1,104,473)        

Beginning total OPEB liability 25,607,909        21,532,552        18,751,125        16,696,840        17,801,313        

Ending total OPEB liability 29,560,794$      25,607,909$      21,532,552$      18,751,125$      16,696,840$      

Plan fiduciary net position
Employer contributions 520,426$           545,636$           552,686$           556,225$           501,272$           
Net investment income 707,738             139,008             133,705             132,480             136,783             
Benefit payments (362,972)           (361,035)           (327,675)           (325,825)           (320,771)           
Administrative expense (217)                  (966)                  (1,529)               (801)                  (41)                    
Change in proportion -                    (30,846)             -                    62,569               -                    

Net change in fiduciary net position 864,975             291,797             357,187             424,648             317,243             

Beginning fiduciary net position 2,512,705          2,220,908          1,863,721          1,439,073          1,121,830          

Ending fiduciary net position 3,377,680$        2,512,705$        2,220,908$        1,863,721$        1,439,073$        

Library's net OPEB liability - ending 26,183,114$      23,095,204$      19,311,644$      16,887,404$      15,257,767$      
Plan fiduciary net position as a percentage of the total 
OPEB liability 11.43% 9.81% 10.31% 9.94% 8.62%
Covered-employee payroll* -$                  -$                  -$                  -$                  -$                  
Library's net OPEB liability as a percentage of covered-
employee payroll* -% -% -% -% -%

Expected average remaining service years of all 
participants 10 10 10 10 10

* Because this OPEB plan does not depend on salary, salary information is not presented

Notes to schedule:
Benefit changes - None

Changes in assumptions:
The discount rate was changed as follows:
6/30/2017  -  3.20%
6/30/2018  -  3.94%
6/30/2019  -  3.98%
6/30/2020  -  3.56%
6/30/2021  -  2.84%
6/30/2022  -  2.41%

This schedule should be presented to show information for 10 years.  However, until a full 10-year trend is compiled, HCLS will present information for those 
years for which information is available.  



Howard County Library System 
 

Schedule of Required OPEB Related Supplementary Information 
June 30, 2022 

 
 

45 

Schedule of Employer's Proportionate Share of Net OPEB Liability

2022 2021 2020 2019 2018

Employer's proportion of net OPEB liability 1.42% 1.42% 1.44% 1.44% 1.38%
Employer's proportionate share of net OPEB liability 26,183,114        23,095,204        19,311,644        16,887,404        15,257,767        
Employer's covered payroll -$                  -$                  -$                  -$                  -$                  
Empoyer's proportionate share of net OPEB liability as a 
percentage of covered payroll -% -% -% -% -%

Plan fiduciary net position as a percentage of total 
OPEB liability 11.43% 9.81% 10.31% 9.94% 8.62%

* Because this OPEB plan does not depend on salary, salary information is not presented

This schedule should be presented to show information for 10 years.  However, until a full 10-year trend is compiled, HCLS will present information for those 
years for which information is available.  
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Actuarial Cost Method Entry Age Normal

Interest assumption Discount rate of 2.41% as of 6/30/21

Inflation 2.50%

Municipal bond rate 1.92% as of 6/30/21 based on the Bond Buyer 
General Obligation 20-year Bond Municipal Bond 
Index

Projected Cash Flows Long-term expected rate of return was applied to 
fiscal years 2021 through 2041

Long-term expected real rate of return, 
based on geometric means

3.17% for Equity investments (based on 65% 
target allocation) and 0.69% for Fixed Income 
investments (based on 35% target allocation), or 
a total of 3.86%

Mortality Pub-2010 Safety Retirees Headcount - Weighted 
Mortality Projected with Fully Generational 
MP2019 Mortality

Healthcare cost trend rate 4.00% based upon 2016 SOA Model, 1.6% GDP, 
adjusted for the anticipated impact of the ACA 
Excise Tax

 
 



 

47 

Independent Auditor's Report on Internal Control over Financial Reporting and on  
Compliance and Other Matters Based on an Audit of Financial Statements  

Performed in Accordance with Government Auditing Standards 

To the Board of Library Trustees 
Howard County Library System 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the governmental 
activities and general fund of Howard County Library System ("HCLS"), an allied agency and 
component unit of Howard County, Maryland, as of and for the year ended June 30, 2022, and the 
related notes to the financial statements, which collectively comprise HCLS' basic financial statements, 
and have issued our report thereon dated September 27, 2022. 

Report on Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered HCLS' internal control 
over financial reporting ("internal control") as a basis for designing audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of HCLS' internal 
control. Accordingly, we do not express an opinion on the effectiveness of HCLS' internal control.  

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

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

Report on Compliance and Other Matters 

As part of obtaining reasonable assurance about whether HCLS' financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on 
the financial statements. However, providing an opinion on compliance with those provisions was not 
an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests 
disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
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Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity's internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity's internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose.  

 
 
 
Baltimore, Maryland 
September 27, 2022 




