
















































































































BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO FINANCIAL STATEMENTS 

NOTE 11- OTHER POST-EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS 

In fiscal year 2018, GASB issued a new accounting standard for the employer of OPEB plans 
(Statement No. 75 Accounting and Reporting for Postemployment Benefits Other than Pensions). 
The Board adopted and implemented this standard. The information disclosed for GASB 75, as it 
relates to the employer of the OPEB plan, superseded the previous year's presentation ofGASB 45 
information, such as Net OPEB obligation. 

Since 1992, a new policy was implemented to subsidize a portion of the retiree's health care 
premiums. For 2019, a maximum subsidy for all retirees of $330,000 was Board approved. 
The total annual amount of the subsidy for the 2018-2019 fiscal year is as follows for 119 
retirees : 

Years of Service at Retirement 

25 - 29 years 
3 0 or more years 

Plan Description 

Total Premium Subsidy Paid 
Under Age 65 Over Age 65 

$ 
$ 

0 
0 

$97,418 
$175,0 15 

In 2000, the "Retiree Insurance Benefit Plan" was established to subsidize a portion of future 
retirees' health care costs. Eligible employees retiring after June 30, 2002 will be covered under 
this plan. Eligible employees who retired prior to July l , 2002 will continue to receive 
supplements under the plan described in the previous paragraph. The Board contributed 
$928,857 toward the fund during the fiscal year ended June 30, 2019. Interest income is 
calculated and added to the fund balance. 

The Retiree Insurance Benefit Plan is an independent fund jointly established by the Board of 
Education of Allegany County and four bargaining units to reimburse eligible retirees a portion 
of their post-retirement health insurance costs. Annual benefits to be paid from the fund are to 
be determined by a Plan Oversight Committee, consisting of five employee union 
representatives and four representatives appointed by the Board. The plan is presented within 
the financial statements as a Fiduciary Fund. 

In March 2009, the Board entered into an agreement with the Maryland Association of Boards 
of Education (MABE), together with certain member Boards of Education of Maryland to 
establish the MABE Pooled OPEB Investment Trust (MABE Pool) in order to pool assets of the 
member Boards of Education for investment purposes and to arrange for the establishment of a 
reserve to pay health and welfare benefits for future retirees. The assets of the MABE Trust are 
managed by GYL Financial Synergies and consist of money market funds, U.S. government 
securities, fixed income securities, asset-backed securities, equity securities, mutual funds and 
exchange traded funds . 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO FINANCIAL ST A TEMENTS 

NOTE 11- OTHER POST-EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS 
(Continued) 

At June 30, 2019 the net position of the MABE Trust was valued at $397.29 million; the School 
System's interest was $13,191 ,691 which is held in trust for the OPEB liability. Certain 
investments in the trust are measured at net asset value and as such are not subject to fair value 
disclosure leveling. The pool does not carry a credit quality rating. 

The MABE OPEB Trust is audited annually by an independent CPA firm. Cohen & Company, 
LTD performed this service. The audit report is usually issued by September I st each year, a 
copy of which can be obtained by sending a request to the following address: Administrator of 
the MABE Pooled Investment Trust, 621 Ridgely Road, Suite 300, Annapolis, MD 21401-
1112. The State of Maryland Treasurer's Office provides regulatory oversight of the investment 
pool, and the fair value of the School System's position in the pool is the same as the fair value 
of pool shares. The Board can withdraw its allocated investment balance from the fund by 
providing written notification six months prior to the intended date of withdrawal. 

Plan Membership and Benefits Provided 
In addition to subsidizing a portion of retiree health care benefits, the Board provides other post­
employment benefits under a single employer plan. The Board provides medical benefits including 
prescription drug to eligible employees who retire from the Allegany County Public School System. The 
employer's contributions are fmanced on a pay-as-you-go basis through negotiated agreements with 
employee bargaining groups, and the future payment for these benefits is contingent upon armual 
approval of the operating budget. As of the June 30, 2019 actuarial valuation date, plan membership 
included 1,141 active employees that may receive this benefit in the future and 895 retirees and 
beneficiaries that are currently eligible for this benefit. 729 retirees are taking advantage of some portion 
ofretiree benefits as of June 30, 2019. Details of the post-retirement benefits are as follows: 

Medical Benefits 
Retirees are eligible for continued membership of the school system's group medical plans provided they 
have at least 15 years of service with the Allegany County Public Schools. Employees must actually 
retire from the Board and begin receiving retirement benefits from the State of Maryland without any 
time break between the last day of employment and their retirement date. Employees must retire July I, 
2002, or thereafter. The retiree pays the premiums for these benefits but is eligible for a reduction of the 
premium based upon years of service and age. Retirees with 30 years of service are eligible for the 
maximum benefit. Retirees with more than 25 years, but less than 30 years of services are eligible for 
85% of the maximum benefit. Retirees with over 20 years of service, but less than 25 years of service 
are eligible for 70% of the maximum benefit. Retirees with over 15 years of service but less than 20 
years of service are eligible for 55% of the maximum benefit. The fund will reimburse for health, dental, 
vision, and prescription premiums paid toward the Board insurance, other employer provided insurance, 
private policies, and/or Medicare B. Retirees can be covered by any health insurance plan they choose. 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO FINANCIAL STATEMENTS 

NOTE 11- OTHER POST-EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS 
(Continued) 

They can be covered by any combination of the Board's health insurance, their spouse's insurance 
and/or a supplemental health insurance policy. lfthe employee dies in service July 1, 2002, or thereafter, 
their spouse may be eligible for benefits as explained in the negotiated contract. 

Actuarial Methods and Assumptions . 
The total OPEB liability in the June 30, 2019 actuarial valuation was determined using the following 
actuarial assumptions, applied to all periods included in the measurement, unless otherwise specified: 

Actuarial Valuation Date: 
Measurement Date 
Amortization Method 
Inflation 
Salary Increases 
Discount Rate 
Investment Rate of Return 
Mortality: 

June 30, 2019 
June 30, 2019 
Entry Age Normal 
2.5 percent 
4.0 percent 
7.0 percent 
7.0 percent 

RP 2000 Mortality table with AA generational improvement. The RP-2000 generational 
mortality table is used until analysis of the appropriate implementation of the recently 
issued Society of Actuaries governmental mortality study. 

Projections of benefits for financial purposes are based on substantive plan (the plan as 
understood by the employer and the plan members) and includes the type of benefits provided 
at the time of each valuation and the historical pattern of sharing the benefit costs between the 
employer and plan members to that point. The actuarial methods and assumptions used 
include techniques that are designed to reduce the effects of short-term volatility in actuarial 
accrued liabilities and the actuarial value of assets, consistent with the long-term perspective 
of calculations. 

The last complete actuarial valuation was performed as of June 30, 2019. The June 30, 2019 
valuation was based on (a) the plan provisions as in effect on that date, (b) employee data as 
ofJune 30, 2019, as provided by the plan sponsor, and (c) asset information as of June 30, 
2019. The actuarial assumptions included a 7.0% investment rate of return (net of 
administrative expenses) and an annual healthcare cost trend rate of 8% initially, reduced 
linearly to an ultimate annual increase of 5%. The actuarial value of assets was determined 
using market value. 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO FINANCIAL STATEMENTS 

NOTE 11- OTHER POST-EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS 
(Continued) 

Actuarial valuations ofan ongoing plan involve estimates of the value ofreported amounts and 
assumptions about the probability of occurrence of events far into the future. Examples include 
assumptions about future employment, mortality, and the healthcare cost trend. Amounts 
determined regarding the funded stah1s of the plan and the annual required contributions of the 
employer are subject to continual revision as actual results are compared with past expectations 
and new estimates are made about the future. The schedule of funding progress, presented as 
required supplementary information following the notes to the financial statements, presents 
multiyear trend infonnation about whether the actuarial value of plan assets is increasing or 
decreasing over time relative to the actuarial accrued liabilities for benefits. 

Investments 
The MABE Trust's policy in regard to the allocation of invested assets is established and may be 
amended by the Trustees by a majority vote of its members. It is the policy of the Trust to pursue an 
investment strategy that emphasizes growth of principal while avoiding excess risk. Short-term volatility 
will be tolerated inasmuch as it is consistent with the volatility of a comparable market index. The 
MABE Trust's investment policy discourages the use of cash equivalents, except for liquidity purposes 
and aims to refrain from dramatically shifting asset allocations over short time spans. 

The long-term expected rate of return on OPEB 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 
OPEB 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. 

Asset Class 
Equity 
Fixed Income 
Cash 

TOTAL 

Target Allocation 
59.90% 
37.10% 

3.00% 

100.00% 

Long-Term 
Expected Real Rate 

of Return 
7.98% 
4.55% 
2.80% 

The projected level of plan assets are sufficient to cover projected future obligated payments. 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO FINANCIAL STATEMENTS 

NOTE 11 - OTHER POST-EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS 
(Continued) 

Rate of Return on Investments 
For the year ended June 30, 2019, the annual money-weighted rate of return on investments net 
of investment expense was 7.04 percent. The money-weighted rate of return expresses 
investment performance, net of investment expense, adjusted for the changing amounts actually 
invested. Actual future returns may vary due to the timing of capital contributions and 
redemptions. 

Change in Net OPEB Liability 

Total OPEB Plan Fiduciary Net OPEB 
Liabili~ Net Position Liability 

Balance at July 1, 2018 $ 25,350,398 $ 12,324,286 $ 13,026,112 
C hanges for the year: 

Service cost 347,050 347,050 
Interest 1,718,804 1,718,804 
Difference between expected & actual experience 
Assumption changes 
Contributions - employer 1,6 19,502 (1,619,502) 
Contributions - employee 
Net investment income 867,405 (867,405) 
Benefit payments (1 ,6 19,502) (1,619,502) 
Administrative expense 
Other changes 

Net Changes 446,352 867,405 (421,053) 
Balance at June 30, 2019 $ 25,796,750 $ 13,191,691 $ 12,605,059 

For the year ended June 30, 2019, the Board recognized OPEB expense of$1,192,464. 

Sensitivity of the net OPEB Liability to Changes in the Discount Rate 
The following presents the net OPEB liability of the Board, as well as what the Board's net OPEB 
liability would be if it were calculated using a discount rate that is ! -percentage-point lower ( 6.0 percent) 
or !-percentage-point higher (8.0 percent) than the current discount rate: 

Board's Share of net OPEB 
asset 

1 % Decrease 
(6.0%) 

$14,927,292 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO FINANCIAL STATEMENTS 

NOTE 11- OTHER POST-EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS 
(Continued) 

Sensitivity of the net OPEB Asset to Changes in the Healthcare Cost Trend Rates 
The following presents the net OPEB asset of the Board, as well as what the Board's net OPEB asset 
would be if it were calculated using healthcare cost trend rates that are I-percentage-point lower (7 .0 
percent decreasing to 4.0 percent) or I-percentage-point higher (9.0 percent decreasing to 6.0 percent) 
than the current healthcare rates: 

Board's health care cost trend 

1% Decrease 
(7.0% to 4.0%) 

$ I 0.239.725 

Current 
Discount Rate 
(8.0% to 5.0%) 

$12,605.059 

I% Increase 
(9.0% to 6.0%) 

$ 15.402.614 

Deferred Outflows and Deferred Inflows of Resources Related to Other Post-Employment 
Benefits 
At June 30, 2019, the Board reported deferred outflows of resources and deferred inflows of 

resources related to OPEB from the following sources: 

Deferred Deferred 
Outflows of Inflows of 
Resources Resources 

Changes of Assumptions $ $ 

Net difference between projected and 
actual earnings 

Difference between actual and 
expected experience (33,013) 

Board contributions to the OPEB 
subsequent to the measurement date 

$ $ (33,013) 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO FINANCIAL STATEMENTS 

NOTE 11- OTHER POST-EMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS 
(Continued) 

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

Year ended June 30: 

2020 

2021 

2022 

2023 

2024 

Total 

NOTE 12 - CAPITAL LEASES 

$ 

$ 

(10,690) 

(10,690) 

(10,692) 

(941) 

(33,013) 

The Board leases photocopy and printing equipment under capital leases with interest rates 
ranging from 2.1 % to 8.1 % and maturity dates up to 2025. The total capital lease obligation as 
of June 30, 2019 was $377,443 with $129,202 representing the current portion and $248,241 
representing the long-term portion. In fiscal 2018, the capital lease obligation was $378,474 of 
which $159,979 was current and $218,495 was considered long-term. The detail of the $1,031 
decrease in the total capital lease liability is presented below. The capital lease obligations are 
secured by the equipment under lease. 

Capital Lease Liability at June 30, 2018 $ 378,474 

Additional Lease Obligations 169,636 

Payments on Capital Lease Liability (170,667) 

Capital Lease Liability at June 30, 2019 $ 377,443 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO FINANCIAL STATEMENTS 

NOTE 12 - CAPITAL LEASES (Continued) 

Following is a schedule of principal and interest payments under capital leases as of June 
30, 2019: 

Year Ended June 30: Princigal Interest Total 

2020 $ 129,202 $ 24,926 $ 154,128 

202 1 87,179 16,607 103,786 

2022 71,378 10,256 81 ,634 

2023 57,960 4,87 1 62,831 

2024 30,743 1,132 31,875 

2025 981 10 991 

Total $ 311,443 $ 51,8Q2 $ 435,245 

The portion of the lease payments that are for service and materials have not been capitalized. 
Minimum total future lease payments, including the amounts for service and materials, as of 
June 30, 2019 follow: 

Minimum Lease 
Year ended June 30: Payments 

2020 $ 297,188 

2021 208,304 

2022 167,051 

2023 132,880 

2024 66,529 

2025 1,890 

Total $ 873,842 

The fo llowing is equipment acquired through capital leases, which is included in capital assets 
on the statement of net pos ition at June 30, 2019: 

Cost 
Less accumulated depreciation 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO FINANCIAL STATEMENTS 

NOTE13- FUNDBALANCE 

A surplus fund balance of$20,444, 194 existed in the Current Expense Fund Type, Unrestricted 
Fund, as of June 30, 2019. The surplus of $20,394,194 was undesignated. 

NOTE14- ACCOUNTSRECEIVABLE 

Total accounts receivable of Governmental Funds in the financial statements as of June 30, 
2019 is $11,218,165. This total consists of the following components: 

County Government 
State Government 
Federal Government 
Other Local Education Agencies 
Other 

Total 

NOTE 15 - STADIUM FUNDS 

Greenway A venue Stadium 

$ 4,886 
7,849,546 
2,946,467 

14,904 
402,362 

$ 11,218,165 

On August 13, 1996 the Board approved a $1 surcharge on adult ticket sales for varsity football, 
varsity soccer, and varsity track sporting events held at Greenway Avenue Stadium. The $1 
surcharge is also assessed on student ticket sales for the varsity football homecoming game. 
The funds are to be used to maintain, renovate, and upgrade Greenway A venue Stadium. These 
funds are collected by Fort Hill and Allegany High Schools and remitted to the central office. 
Once received by the centra l office, these funds become part of the School Construction Fund. 

The activity for the year ended June 30, 2019 is as fo llows: 

Balance, beginning of year 
Add: Ticket surcharge collections 

Donation 
Tower rent 

Less: Expenditures 
Balance, end of year 

Mountain Ridge Stadium 

$ 258,446 
21 ,587 

2,000 
17,5 12 

(52,918) 
$ 246,627 

On March 13, 2007 the Board approved a $1 surcharge on adult ticket sales for varsity football, 
vars ity soccer, and varsity track sporting events held at Mountain Ridge Stadium. The funds are 
to be used to maintain, renovate, and upgrade Mountain Ridge Stadium. These funds are 
collected by Mountain Ridge High School and remitted to the central office. Once received by 
the central office, these funds become part of the School Construction Fund. 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO FINANCIAL ST A TEMENTS 

NOTE 15 - STADIUM FUNDS (Continued) 

Mountain Ridge Stadium (Continued) 

The activity for the year ended June 30, 20 19 is as follows: 

Balance, beginning of year 
Add: Ticket surcharge collections 

Interest 
Less: Expenditures 
Balance, end of year 

NOTE 16 - FAIR VALUE MEASUREMENTS 

$ 59,889 
6,186 

0 
(0) 

$ 66,075 

Government Accounting Standards Board (GASB) Statement No. 72, Fair Value Measurement 
and Application, defines fair value, establishes a framework for measuring fair value, 
establishes a three leve l valuation hierarchy for disclosure of fair value measurement and 
enhances disclosure requirements for fair value measurements. T he valuation hierarchy is based 
upon the transparency of inputs to the va luation of an asset or liabil ity as of the measurement 
date. The three levels are defined as follows: 

• Leve l l - Represented by quoted prices that are available in an active market. Level l 

securities include highly liquid government bonds, treasury securities, mortgage products 

and exchange traded equities. 

• Level 2 - Represented by assets and liabilities s imilar to Level I where quoted prices 

are not available, but are observable, either directly or indirectly through corroboration 

with observable market data, such as quoted prices for s imilar securities and quoted 

prices in inactive markets and estimated us ing pricing models or discounted cash flows. 

Level 2 securities would include U.S. agency securities, mortgage□backed agency 

securities, obligations of states and political subdivisions and certain corporate, asset 

backed securities and swap agreements. 

• Level 3 - Represented by financial instruments where there is limited activity or 

unobservable market prices and pricing models s ignificant to determining the fair value 

measurement include the reporting entity's own assumptions about the market risk. Level 

3 securities would include hedge funds, private equity securities, and private investments 

in public entities. 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO FINANCIAL STATEMENTS 

NOTE 16 - FAIR VALUE MEASUREMENTS (Continued) 

Fair values of assets measured on a recurring basis at June 30, 2019 are as follows: 

Level l Leve l 2 Level 3 Total 
Certificates ofDeposit $ 519,479 $ $ $ 519,479 

MABE Investment Asse ts: 

Corporate Bonds 1,093,294 1,093,294 
Corporate Asset Backed Securities 99,783 99,783 
Equity Securities 2,820,303 2,820,303 
Exchange Traded Funds - Equity 1,015,958 1,015,958 
Mutual Funds 4,867,528 4,867,528 
Municipal Bonds 
US Government and Agency Fixed Income 
Asset Backed Securities 2,108,886 2,108,886 

Total MABE investments by fair value level 8,703,789 3,301,963 12,005,752 

MABE Investments measured at net asset value 1,185,939 

Total Investme nts Measured at 
Fair Value and Net Asset Value $ 9,223,268 $ 3,301,963 $ $ 13,711,170 

The fair value measurement for these assets are based upon quoted market prices, when available 
(Level 1 ). If quoted market prices are not available, fair values are measured utilizing 
independent valuation techniques of identical or similar securities for which significant 
assumptions are derived primarily from or corroborated by observable market data (Level 2). In 
certain cases, where there is limited activity or less transparency around inputs to the valuation, 
securities are classified within Level 3 of the hierarchy. 

NOTE 17 - CORRECTION OF AN ERROR 

Government-wide net position of the Board as of July I, 2018 has been restated and decreased 
by $20,306,3 14 due to an error relating to the Board's financial reporting for Postemployment 
Benefits Other Than Pensions. In the prior year's actuarial valuation, the entire future obligation 
of current and future retirees who are currently active employees, was not fu lly considered. The 
current valuation considers those costs. The impact on beginning net position is as follows: 

Net Position - beginning of year 
Increase in net OPEB Liability 

Net Posit ion - beginning of year - as restated 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO FINANCIAL STATEMENTS 

NOTE 17 - CORRECTION OF AN ERROR (Continued) 

The impact on the prior year change in net position is as follows: 

Change in net position - Original 

Variance in 2018 for net OPEB expenses 

Change in net position - as restated 

NOTE 18 - ASSET IMPAIRMENT 

$ 

$ 

Governmental Activities 
21,617,516 

(459,539) 

21,157,977 

During the year, the Board of Education determined that there was sufficient evidence of 
impairment to write down the reported value of the old Allegany High School building. The 
recorded value was written down from a net book value of$459,202 to $0 and the charge was 
recognized in the current year statements as an "Extraordinary-item-Loss on Impairment of 
Allegany High School." The level of the fair value hierarchy within which the measurements 
are categorized are considered to be a level I. The value of the property was deemed to be $0 
based upon the fact that the building is obsolete. The building will eventually be turned over to 
the County and by agreement the Board of Education will receive $0. 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

STATEMENT OF REVENUES, EXPENDITURES AND CI-IAl'\'GES IN FUND BALANCES 
BUDGET AND ACTUAL 

GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2019 

REVENUES 
County - regular appropriation 

State - direct 

Federal - direct 

Other revenue 

TOT AL REVENUES 

EXPENDITURES 
Administration 

Mid-level administration 
Instruction - salaries 

Instruction · textbooks & instructional supplies 
Instruction • other 

Student personne l services 
Health services 

Student transportation 

Operation of plant and equipment 
Maintenance of plant 
fixed charges 
Food Service 

Capital outlay 

Special education 

TOT AL EXPENDITURES 

EXCESS (DEFICIENCY) OF REVENUES 
OVER EXPENDITURES 

OTHER FINANCING SOURCES (USES) 
lnterfund transfers 

TOT AL OTHER FINANCING SOURCES (USES) 

NET CHANGE IN FUND BALANCES 

FUND BALANCE-JULY I, 2018 

FUND BALANCE - JUNE 30, 2019 

Unrestricted 
Actual 

Budgeted Amounts Budgetary 
Original Final Basis 

$ 30,424,308 

82,204,364 

400,000 

295,650 

113,324,322 

2,443,626 
6,782, 198 

40,722,730 

2, 135,928 
2,434, 154 

656,472 

766,250 
6, 159,379 
7,548,572 
1,850,855 

25,308,078 

553,659 
290,000 

15,672,421 

113,324,322 

13,828,392 

$ 13,828,392 

$ 30,424,308 

82,204,364 

400,000 

325,650 

113,354,322 

2,265,877 

6,782,198 
40,722,730 
2,135,928 
2,434, 154 

656,472 
766,250 

6,159,379 
7,548,572 

1,850,855 
24,379,22 1 

230,000 
15,672,42 I 

111,604,057 

1,750,265 

( 1,750,265) 

( 1,750,265) 

13,828,392 

$ 13,828,392 

$ 30,424,308 

81,794,773 

246,494 

686, 189 

11 3,151,764 

2,340,556 

6,750,918 
38,758,017 
2, 124,624 

1,342,464 
608,237 
759,483 

6,033,367 
7,328,696 
1,708,580 

2 1,880,761 

100,388 

15,081,536 

I 04,8 17,627 

8,334, 137 

(1 ,7 18,335) 

( 1,7 18,335) 

6,615,802 

13,828,392 

$ 20,444, 194 

The accompanying notes are an integral part of these financial statements. 
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Variance With 
Final Budget 

Positive (Negative) 

$ 

$ 

(409,591) 

( 153,506) 

360,539 

(202,558) 

(74,679) 

31,280 
1,964,7 13 

11 ,304 

1,091,690 
48,235 
6,767 

126,012 
219,876 
142,275 

2,498,460 

129,612 

590,885 

6,786,430 

6,583,872 

3 1,930 

31,930 

6,615,802 

6,615,802 



BOARD OF EDUCATION OF ALLEGANY COUNTY 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
BUDGET AND ACTUAL 

SPECIAL REVEN UE FUNDS - RESTRICTED {CURRENT EXPENSE) AND FOOD SERVICE 
FOR THE YEAR ENDED J UNE 30, 2019 

Restricted Food Service 
Actual Variance With Actual Variance With 

Budgeted Amounts Budgetary Final Budget Budgeted Amounts Budgetary Final Budget 
Ori~ Final Basis Positive (Negative) Original Final Basis Positive (Negative) 

REVENUES 
State - direct $ 726,233 $ 726,233 $ 944,243 $ 218,010 $ 192,500 $ 192,500 $ 109,268 $ (83,232) 

Federal - direct 3 I 5,000 315,000 288,532 (26,468) 
- received through State & Pass-Thru Agencies 8,999,609 8,999,609 8,543,121 (456,488) 2,980,000 2,980,000 3,058,898 78,898 

Other revenue 98,854 98,854 765,314 666,460 1,120,000 1,120,000 939,271 (180,729) 

TOTAL REVENUES 9,824,696 
-

9,824,696 ~ - 10,252,678 427,982 4,607,500 4,607,500 4,395,969 ~ 

EXPENDITURES 
Administration 36,528 36,528 63,36 1 (26,833) 
Mid-level administration 278,929 278,929 209,936 68,993 
Instruction - salaries 2,657,733 2,657,733 2,507,045 150,688 
Instruction • textbooks & instructional supplies 328,778 328,778 587,141 (258,363) 
Instruction - other 524, 121 
Student personnel services 

524,121 1,275,058 (750,937) 

Health services 225,683 {225,683) 
Student transponation 67,810 67,810 76,823 (9,013) 
Operation of plant and equipment 296,506 (296,506) 
Maintenance of plant I0,000 (10,000) 
Fixed charges 2,030,511 2,030,51 1 1,826,978 203,533 
Community Services 569,542 569,542 440,652 128,890 
Special education 3,330,744 3,330,744 2,733,495 597,249 
Food Service 5,161,159 5,161,159 4,648,884 5 12,275 

TOTAL EXPENDITURES 9,824,696 9,824,696 10,252,678 (427,982) 5,161, 159 5,161,159 4,648,884 512,275 

EXCESS (DEFICIENCY) OF REVENUES 
OVER EXPENDITURES (553 ,659) (553,659) (252,915) 300,744 

OTHER FINANCING SOURCES {USES) 
lnterfund transfers 553,659 553,659 427,117 (126,542) 

NET CHANGE IN FUND BALANCES 174,202 174,202 

FUND BALANCE - JULY I, 2018 507,777 507,777 507,777 

FUND BALANCE - JUNE 30, 2019 $ $ $ $ s 507,777 $ 507,777 $ 681,979 s 174,202 

The accompanying notes are an integral pan of these financial statements. 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 
RECONCILIATION OF BUDGETARY BASIS TO GAAP 

JUNE 30, 2019 

Revenues Expenditures 
Unrestricted Current Expense Fund Budgetary Basis $ 113,151,764 $ 104,817,627 

Retirement contribution made by the State on 
behalf of the Board 6,773,303 6,773,303 
Board, and local contributions for nurses, security 
and mental health professionals 786,719 786,719 
Statement of Revenues, Expenditures, and 
Change in Fund Balances Actuals $ 120,711,786 $ 112,377,649 
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Current Year 
Effect on Fund 

Balance 
$ 8,334, 137 

$ 8,334,137 



BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO REQUIRED SUPPLEMENT AL INFORMATION 

NOTE 1 - BUDGET TO ACTUAL V ARlANCES 

General Fund 

For the year ended June 30, 2019, both the General Fund revenues and expenditures came in 
under budget. 

State revenues were under budget because of non public placements. Public schools are 
required to provide a free and appropriate education to all students in a public school system. 
When students have intensive educational needs that cannot be met by the local school system, 
the school system is mandated to provide an education in a facility that can meet those needs. 
The cost is shared between the local school system and state government based upon a fommla. 
Revenues were under budget because students did not require service as long or as intens ively 
as budgeted. 

Medicare Part D revenues show an unfavorable variance. The system is self-insured for health 
insurance purposes. As a result, the system qualifies for the Medicare Part D program that 
reimburses the system for a portion of prescription drug benefits provided to Medicare eligible 
retirees. The system budget is based upon past experience. 

Administrative costs were higher than budget for certain objects. The school system's 
administrative contracted services within legal fees were higher than anticipated as a result of a 
due process hearing. Also, the costs associated with bank fees relating to the district's sweep 
accounts were not in the original budget as this was the first full year of implementation. The 
costs of Administrative salaries were slightly lower than budget. 

A favorable variance existed in mid-level administration. Salaries and wages came in s lightly 
over plan for the year. Other charges came in under budget and were driven by lower travel 
costs than anticipated. The school system has encouraged the use of carpooling and renting of 
vehicles when traveling down state for meetings which typically saves the district money 
compared to the standard IRS mileage reimbursements. Contracted Services were also under 
budget primarily as a result of lower software maintenance costs. Equipment also came under 
budget because fewer computers needed to be replaced then budgeted. 

A favorable variance existed for instructional salaries due to several employees being off due to 
illness and some other employees retiring during the school year. These positions were covered 
with substitute costs which would have been significantly lower than budgeted. There were also 
some open positions. During the next budget cycle, these positions are critically reviewed to 
determine if a permanent position is required . 

Instructional textbooks and supplies came in on budget with a positive variance of0.5%. 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO REQUIRED SUPPLEMENT AL INFORMATION 

NOTE 1 - BUDGET TO ACTUAL VARIANCES (Continued) 

General Fund (Continued) 

Other instructional expenditures came in under budget. Contracted services other charges and 
equipment were all under budget in fiscal 2019. The district was below plan within contracted 
services as it was without the budgeted number of athletic trainers for a portion of the year. 
Also, the district budgeted to offer after school programs locally, but was able to provide 
services through grants to offset the costs to the local budget. Equipment expenditures were 
also significantly under budget as the district evaluates the timing and necessity of all equipment 
purchases. The district also used ERA TE funds to supplement its equipment purchases where 
possible. 

The budget for Special Education private placements was an estimate based on the anticipated 
number of students to be served and historic usage trends. The total number of students served 
in this demographic declined substantially. Participants required fewer days of service and less 
intensive service than budgeted. Special Education was over budget within salaries by about 
2%. Also, contracted services for occupational and physical therapy were higher than budgeted 
based upon the needs of the students. 

Student transportation was under budget overall and largely within contracted services due to 
the fuel rates being lower than budgeted. The school system must budget up to 18 months in 
advance of expenditure and the system uses an average fuel rate when developing the budget. 
The department monitors and adjusts bus routes as appropriate. Overall contracted services was 
under budget by $208,403. 

The operations area was able to come in under budget overall, but did overspend a few lines 
within the categories. Overall, salaries were lower than anticipated within the budget. Supplies 
and materials were over budget as a result of the classification of some technology supplies. 
Contracted services were over budget, but there were savings in other charges as utilities 
trended better than plan for the year. Equipment also came in under budget as the facilities 
department did not spend funds appropriated in the budget for vehicles. 

Administrative staff of the facilities department concentrated on the completion of the 
construction phase of the new high school which limited projects by contractors which caused 
contracted services to come in under budget. The facilities department came in under budget in 
labor, contracted services, and equipment. Equipment came in under budget as the facilities 
department did not spend funds appropriated in the budget for vehicles. Vehicles were 
evaluated and added to the subsequent fiscal year budget. 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

NOTES TO REQUIRED SUPPLEMENTAL INFORMATION 

NOTE 1 - BUDGET TO ACTUAL VARIANCES (Continued) 

General Fund (Continued) 

The school system was able to come in under budget in fixed charges as a result of stabilizing 
healthcare claims and savings of payroll related fixed charges within the system overall. 
Controlling labor costs caused employment taxes to come in under budget. Fixed charges were 
also favorable due to retirees not using all of budgeted retiree health benefits. The school 
system will reimburse retirees up to a set amount providing documentation. In some cases, the 
coverage obtained by retirees is less than the cap on the amount retirees are eligible to receive. 

Special Revenue Fund - Restricted 

The Restricted Fund had an excess ofrevenues and expenditures over the budgeted amounts for 
the year ended June 30, 2019. The school system received funds under the federal E-RATE 
program which were not budgeted due to the unpredictable nature of those funds. This year's 
E-RA TE appropriation and expenditures were $675,593. 

Special Revenue Fund - Food Service 

The Food Service Special Revenue Fund for the year ended June 30, 2019 had a sho11fall in 
revenues while also showing a positive variance compared to budgeted expenditures. 

The shortfall in revenues was partially due to a decline in the total number of meals served. 
New federal regulations from the Healthy Hunger Act of20 IO were implemented starting July 
I, 2014 for a la carte sales. The regulations established goals and targets for calories, trans fat, 
sodium, and grains. These regulations limited the products the school system could sell, which 
resulted in lower sales. Expenditures were less than budget for the fiscal year. While labor 
costs were less than planned, the cost of contracted services and other charges exceeded the 
plan. Overall, supplies and materials were less than anticipated within the budget. Also, there 
were some slight savings compared to plan within equipment as there were no significant 
equipment issues that required replacement. 

NOTE 2 - RECONCILIATION OF BUDGET ARY BASIS TO GAAP 

Actual results of operations are presented in the Statement of Revenues, Expenditures, and 
Changes in Fund Balances Budget and Actual on the budgetary basis of accounting, in order to 
provide a meaningful comparison of actual results with budget estimates. Under the budgetary 
basis, capital leases principal payments are recognized as a current expense. In addition, 
retirement contributions made by the State on behalf of the Board, and local contributions for 
nurses, security, and mental health professionals are not recognized as revenue and current 
expense on the budget basis. 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 

SCHEDULE OF NET OTHER POST EMPLOYMENT BENEFIT LIABILITY AND RELATED RATIOS 
LAST 10 FISCAL YEARS 

2019 2018 

Actuarially determined contribution $ 1,619,502 $ 1,607 ,290 
Contributions in relation to the acuarially determined contribution (1,619,502) (1,607,290) 

Contribution deficiency ( excess) $ $ 

Covered - employee payroll 67, 194,377 63,892,883 

Contribution as a percentage of covered employee payroll 2.41% 2.52% 

This schedule is presented to illustrate the requirement to show the informaiton for I O years. However, until a full 
I 0-year trend is completed the Board will present information for those years for which the information is available. 

There were no changes in benefit terms during the year. 
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BOARD OF EDUCATION OF ALLEGANY COUNTY 
RETIREE POST-EMPLOYMENT BENEFITS-SCHEDULE OF CHANGES IN THE BOARD'S NET OPEB 

TOT AL OPEB LIABILITY 
Service cost 
Interest 

Change of assumptions 
Benefit payments 

Net change in total OPEB liability 
Total OPEB liability - beginning 
Total OPEB liability - end 

PLAN FIDUCIARY NET POSITION 
Contributions-employer 
Net investment income 
Benefit payments 

Net change in plan fiduciary position 

Plan fiduciary net postion - beginning 
Plan fiduciary net postion - end 

Board's net OPEB liability- end 

AND RELATED RATIOS 
LAST 10 FISCAL YEARS 

Plan fiduciary net position as a percentage of the total OPEB liability 

Covered employee payroll 

Net OPEB liability as a percentage of covered-employee payroll 

Notes: 

2019 20 18 

$ 347,050 $ 324,346 

1,718,804 1,690,682 

(1,619,502) (1,607,290) 
446,352 407,738 

25,350,398 24,942,660 

$ 25,796,750 $ 25,350,398 

$ 1,619,502 $ 1,607,290 

867,405 838,773 
(1,619,502) (1,607,290) 

867,405 838,773 

12,324,286 11,485,513 
$ 13,191 ,69 1 $ 12,324,286 

============ 
$ 12,605,059 $ 13,026,1 12 

========= 
51.14% 

67, 194,377 

18.76% 

48.62% 

63,892,883 

20.39% 

This schedule is presented to illustrate the requirement to show information for IO years. Until a full IO year trend is 
completed, the Board will present the information for the years that are available. 

Key Assumptions: 

Actuarial Valuation Date: 
Measurement Date: 

Amortization Method: 
[nflation: 

Salary Increases: 

Discount Rate: 
Investment Rate of Return: 

Mortality: 
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June 30, 2019 

June 30, 20 19 
Entry Age Normal 

2.5% 

4.0% 

7.0% 
7.0% 

RP 2000 Mortality table with AA 
generational improvement. The RP-
2000 generational mortality table is 
used until analysis of the appropriate 
implementation of the recently issued 
Society of Actuaries governmental 
mortality study. 



BOARD OF EDUCATION OF ALLEGANY COUNTY 
SCHEDULE OF THE BOARD'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY - MARYLAND STA TE RETIREMENT 

AND PENSION SYSTEM 
LAST 10 FISCAL YEARS 

20 19 2018 2017 2016 2015 

Board's proportion of the net pension liability (asset) 0.03% 0.03% 0.03% 0.03% 0.03% 

Board's proportionate share of net pension liabili ty $ 5,846,752 $ 5,657,005 $ 6,932,618 $6,917,608 $5,665,273 

Board's covered employee payroll 6,491,484 6,5 17,359 6,7 10,481 $7,210,687 $7,469,056 

Board's proportionate share ofthenet pension liabil ity as a 
percentage of its covered employee payroll 90.07% 86.80% 103.31% 95.94% 75.85% 

Plan fiduciary net position as a percentage of the total 
pension liability 71. 18% 6938% 65.79% 68.78% 7 1.87% 

Notes: 

The amounts presented for each fiscal year were determiend as of the measurement period year-end. The measurement period year-end was one year 
prior to each fiscal year-end. 

This schedule is presented to illustrate the requirement to show the informaiton for IO years. However, until a full 10-year trend is completed the Board 
will present information for those years for which the information is available. 

· 74 -



BOARD OF EDUCATION OF ALLEGANY COUNTY 

SCHEDULE OF THE BOARD'S CONTRIBUTIONS - MARYLAND STATE RETIREMENT AND PENSION SYSTEM 

LAST 10 FISCAL YEARS 

2019 2018 2017 2016 2015 

Contractually required contribution $ 570,493 $ 555,671 $ 532,468 $ 572,404 $ 701,601 

Contributions in relation to the 
contractually required contribution $ (570,493) $ (555,671) $ (532,468} $ (572,404) $ (701,60 1) 

Contribution deficiency (excess) $0 $0 $0 $0 $0 

District's covered-employee payroll $ 6,338,8 13 $ 6,491,484 $ 6,5 17,359 $6,710,48 1 $7,210,687 

Contributions as a percentage of covered-
employee payroll 9.00% 8.56% 8. 17% 8.53% 9.73% 

Notes: 

The amounts presented for each fiscal year were deterrniend as of the measurement period year-end. The measurement period year-end was 
one year prior to each fiscal year-end. 

This schedu le is presented to illustrate the requirement to show the inforrnaiton for 10 years. However, until a fu ll 10-year trend is completed 
the Board will present information for those years for which the information is available. 

100% of the net pension liability associated with the system is the responsibility of the State of Maryland Consequently, 10 year information is 
not provided for the Teachers' Retirement System. 

There were no changes in benefit terms during the year. 

Changes in Actuarial Assumptions 

Inflation In the 2018 actuarial valuation 
In the 20 I 7 actuarial valuation 

Salary Increases In the 2018 actuarial valuation 

In the 2017 actuarial valuation 

Investment Rate o f Return In the 2018 actuarial valuation 

In the 2017 actuarial valuation 

Discount Rate 

2.60% general, 3 .10% wage. 

2.65% general, 3.15% wage. 

3.10% to 9.10%. 

3.15% to 9.15% 

7.45%. 

7.50%. 

7.45% in 2018; 7 .5% in 2017 
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HIGH SCHOOLS 
Allegany 
Center for Career and 

Technical Education 
Fort Hill 
Mountain Ridge 

Total High Schools 

MIDDLE SCHOOLS 
Braddock 
Mount Savage 
Washington 
Westmar 

Total Middle Schools 

ELEMENTARY SCHOOLS 
Beall 
Bel Air 
Cash Valley 
Cresaptown 
FI i ntstone-school 
Flintstone-McLuckie 
Frost 
Georges Creek 
John Humbird 
Northeast 
Parkside 
South Penn 
West Side 
Westernport 

Total Elementary Schools 

TOT AL SCHOOLS 

BOARD OF EDUCATION OF ALLEGANY COUNTY 

SCHOOL ACTIVITIES -
INCREASES, DECREASES AND BALANCES BY SCHOOL 

For Year Ended June 30, 2019 

Balances 
June 30, 2018 Increases Decreases 

$ 320,472 $ 491,468 $ 608,7 13 

78,373 113,297 104,410 
109,697 575,667 567,170 
283,158 559,674 515,554 

791,700 1,740,106 1,795,847 

26,877 103,532 89,664 
89,5 13 137,283 139, 153 
84,998 77,373 68,767 
45,494 41,289 41,742 

246,882 359,477 339,326 

24,200 50,202 48,319 
14,686 23,637 23,872 
25,769 27,947 24,891 
98,602 140,695 205,610 

197,194 25,931 22,074 
353,630 4,838 5,000 
103, 127 5 1,397 47,13 1 
59,584 87,737 78,970 
39,396 19,143 16,534 
74,429 40,134 44,474 
16,339 I 8,538 28,637 
54,7 19 85,486 82,989 
74,390 180,424 201,665 
31,248 40,584 38,388 

1,167,313 796,693 868,554 

$ 2,205,895 $ 2,896,276 $ 3,003,727 
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Balances 
June 30, 2019 

$ 203,227 

87,260 
I 18,194 
327,278 

735,959 

40,745 
87,643 
93,604 
45,041 

267,033 

26,083 
14,451 
28,825 
33,687 

201,051 
353,468 
107,393 
68,35 I 
42,005 
70,089 

6,240 
57,216 
53,149 
33 ,444 

1,095,452 

$ 2,098,444 
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STATEMENT CONCERNING DEBT SERVICE FUND 
FOR PUBLIC SCHOOL CONSTRUCTION 

Board of Education of Allegany County 
Cumberland, Maryland 

Our audit of the basic financial statements of the Board of Education of Allegany County as of June 
30, 2019 and for the year then ended was intended for the purpose of formulating an opinion on the basic 
financial statements taken as a whole. The Board of Education of Allegany County has no jurisdiction, 
direct or indirect, over the Debt Service Fund for Public School Construction, and the fund is, 
consequently, outside the scope of our audit. Therefore, detailed information with respect to the Debt 
Service Fund is not included in this report. 

Maryland law passed in 1971 provides for payment by the State of all costs, in excess of available 
federal funds, of all approved public school construction and capital improvements projects in its counties 
and Baltimore City. In addition, the law provides for payment of principal and interest on debt issued by 
any subdivision for public school construction, if the debt was outstanding or obligated as of June 30, 
1967. 

Additional legislation passed during 1973 provides that the State will assume public school costs 
for debt obligated after June 30, 1967 on construction contracts let prior to July 1, 1967. 
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