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LETTER OF TRANSMITTAL

TO THE
COUNTY COMMISSIONERS OF
CAROLINE COUNTY, MARYLAND,
ANT COUNTY RESIDENTS

introdiuction

The Comprehensive Annual Financial Report of Caroline County, Maryland, for the Fiscal
Year ended June 30, 2012, is hercby submitted in accordance with state and local law. These
laws require that Caroline County issue a report of its financial position and activity annually and
that this rcport be audited by an independent firm of licensed certified public accountants
selected by the County Commissicners. Management is responsible for both the accuracy of the
dala and the completeness and reliability of all of the information presented in this report.

To the best of our knowledge and belief, the enclosed data are accurate in all material respects,
and are reported in a manner that presents fairly the financial position and results of operations of
Caroline County Government and its component uniis. All disclosures necessary to enable the
reader to gatn an understanding of Caroline County’s financial activities are included,

The management of local government entities is responsible for establishing and maintaining an
mnternal control structure designed to ensure that government assets are adequately protected
from loss, theft or misuse and to ensure that accurate accounting data are compiled to allow for
the preparation of financial statements in conformity with generally accepted accounting
principles (GAAP). The intemal control structure is designed to provide reasonable, but not
absolute, assurance that the financial statements will be free from material misstatement.

Carcline County (fovernment's financial statements have been audited by TGM Group, LLC
Independent Certified Public Accountants. The independent audit involved examining evidence
supparting the amounts and disclosures in the financial staternents; assessing the accounting
principles used and significant estimales made by management; and evaluating the overall
financial statement presentalion. The independent auditor concluded, based upon the audit, that
there was & reasonable basis for rendering an  whguodified  opimion  that
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the financial statements for Caroline County Government for the fiscal year ended June 30
2012, are presented fairly and in conformity with GA4P. The auditor’s report is presented as the
first component of the financial section of this report.

The County is required to undergo an annual single audit in conformity with the provisions of the
Single Audit Act of 1984 (as amended in 1996) and the provisions of the U. §. Office of
Management and Budget (OMB) Circular A-133, Audits of States, Local Governments, and Non
Profit Organizations. Information related to this single audit, including a schedule of
expenditures of federal awards, the independent auditor’s reports on internal controls and
compliance with applicable laws and regulations, and a schedule of findings and guestioned costs
are included in a separately issued single audit report,

GAAP requires that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MDé&A). This letter of transmittal is designed to complement MD&A and should be read in
conjunction with it. The County’s MD&A can be found immediately following the report of the
independent audiiors.

Caroline County Government Profile

Caroline County was created in 1774 by Maryland’s last colonial governor from portions of
Dorchester and Queen Anne’s Counties. Caroline County has & Code Home Rule form of
government, operaling under Article 25B of the Annotated Code of Maryland, The County is
governed by a three-member Board of County Commissioners, one of whom serves as President.
All three County Commissioners are elected at-large and serve a four-vear term. Both the
executive and legislative functions of County government are vested in the County
Commissioners. The County Commissioners may only exercise such powers as are conferred by
the Maryland General Assembly, including authorization to issue debt to finance capital projects.
The County Commissioners are empowered to levy a property tax on both the real and personal
properties within its boundaries.

There are ten incorporated municipalities in Caroline County: Denton, Federalsburg, Goldsboro,
Greensboro, Henderson, Hillsboro, Marydel, Preston, Ridgely, and Templeville. These
incorporated municipalities are chartered local governments under Maryland law and are served
by clected representatives. While Caroline County maintains positive relationships with the ten
municipal govemments, they are separate legal, corporate and financial entities.

Carolime County is located on Maryland’s Eastern Shore, situated midway between Maryland’s
northern and southern borders, and the Chesapeake Bay and the Atlantic Gcean. It shares the
historic Mason Dixon line with Delaware on its eastern border. It is bordered on the north by
Queen Anne’s County, on the west by Talbot County and on the south by Dorchester County.
The County is 321 square miles in area and is approximately 10 miles wide at its midsection and
28 miles long. Denion is the County seat and principal town, with a population of 4.418
according to the 2010 Census. Denton is located 61 miles east from Baltimore, and 75 miles east
of Washington, D.C. A major east-west roadway is Marviand Route 404, which connects with
1.5, Route 50, U.S. Route 13, and is also served by U.S. Route 301, Caroline County is in the
Atlantic Coastal Plain and its land area includes level terrain with streams and rivers flowing into
the Chesapeake Bay.

The County is rural in character, with vegetable, grain and poultry farming as major indusiries.
The County is part of a federally recognized “Ag Preservation Comidor” on the Delmarva
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Peninsula, and land preservation efforts are well under way to preserve the land-based resources
in this increasingly unique area. In an effort to increase economic stability and job availability,
Caroline County has had some success in diversifying its economic base. Three industrial parks,
predominantly occupied by manufacturing businesses, have resulted from that effort.

Caroline County serves a population of 33,072 (updated 2010 Census) with a full range of
goveriunental services including public safety {police, corrections, emergency medical services,
emergency management/911, and volunteer fire protection), consiruction and maintenance of
roads, solid waste collection sites, health and social services, culture/recreation, public education,
public improvements, planning and zoning and general administrative services. The County is
also financially accountable for legally separate entities which are reported separately within the
{County’s Financial Statement. The entities that meet these critenia are, Caroline County Board
of Education and Caroline County Public Library, Additional information on these component
units can be found in Note 1A,

County Budget Process

The annual budget serves as the foundation for Caroline County’s financial planning and control.
By March, the County Commissioners—acting as the County Board of Estimates—prepare
revenue estimates for the coming fiscal year, All departments and agencies of the County are
required to submit a budget allocation request to the Office of Finance by April of each year.

In practice, the budget process starts earlier. The Office of Finance provides routine reporting of
revemies and expenditures throughout the fiscal year. This information provides ongoing
fecdback and direction on the adopted budget. From the beginning of the calendar vear, the
management team and key representatives from the allied agencies work collaboratively to
prepare a sustainable, integrated operating and capital budget. The County Commissioners are
directly involved in providing guidance with regard to policy objectives and priorities. The
budget building process is open, transparent, iteralive and team-oriented.

Two advertised public budget hearings are held. One public hearing is held in April to hear
budget allocation requests, and a final public hearing s held in May on the proposed operating
budget, capilal program, and, as required by state law, on the proposed constant vield property
tax rate.

The County Commnissioners are required to adopt a budget and real property tax rate for the
succeeding fiscal year by June 30 annually, the close of the County’s fiscal yvear. A flow chart of
the budget process and calendar is included within tins report, as listed in the table of contents.



Factors Affecting Financial Condition

The information presented in the financial statements is pethaps best understood when it is
viewed from the broader perspective of the economic environment within Caroline County.

Local Economy

Caroline County continues to endure the long-term downturn in the regiona! and national
cconomies.  While the County remains a highly desirable place to live and work, a moribund
housing markel, high unemployment and weak consumer demand are indicative of the ongoing
economic slump.

Despite historic iows in mortgage interest rates, the housing market shows few signs of recovery,
Building permit activity remains far below normal levels. The median sales price of a residential
home has fallen from 4 peak of almost $250,000 in 2007 to under $120,000 in the second guarter
of 2012.

The unemployment rate in Caroline County has dipped slightly from 8.9 percent last year to 8.6
percent this year. With the completion of a new store in Denton, Wal-Mart will become one of
the largest local private employers.

The County’s employment base includes agriculture, manufacturing, construction, transportation,
govermment, and services sectors. About 60 percent of working residents commute to work
locations outside the County, primarily to Talbot County ({Easton) and the
Annapolis/Baltimore/Washington area or into Delaware. Before the recession, the demand for
housing in Caroline County was strong due to affordability and manageable commuting
distances. This pressure for development has subsided with the downturn in the ECOnOmy.
Future growth hinges on the regional economy and factors such as fuel prices that influence
cOmmuting patterns.

Despite modest gains in the employment rate and the increased affordability of local housing,
Caroline continues to rank among Maryland’s poorest counties. Median household income was
nearly 359,000 according to the 2010 Census, considerably less than the Maryland median
income of ever §70,000. The poverty rate in Caroline County is about 11.5 percent.

Long Term Financlal Planning

The County Commissioners™ six-year capital program is a tool for long-term financial planning
to meet major needs. Pursuant to the County Code, the County Administrator presents the six-
year capital projects plan to the County Cominissioners annually in February. The County
Commissioners hold public hearings regarding the capital program and adopt the first year as the
capital budget for the coming fiscal year.

After the virtual elimination of Maryland State Highway User Revenues five years ago, the
County greatly reduced capital spending as reflected in the approved budgets. The Caroline
County Commissioners recognize the significant issue of deferred maintenance, particularly with
regard to roads, bridges, vehicles and equipment. The Commissioners further recognize the need
to address the condition of aging public buildings, including local schools, and that a sustainable
capital improvement plan will require structural changes in the budget. In FY 12 the
Commissioners used $770,000 of capital reserve money for roads resurtacing and some other
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high priority capital projects. The bulk of this fundmg resulted from a school renovation project
coming in under budget and lower than anticipated maintenance expenses due to a rmild winter,

Caroline County has an adopted policy to maintain a general (unassigned) fund balance of five
percent of total budget expenditures. This fund balance is set aside for exigent circumstances
like an emergency or natural disaster. The County has not had cccasion to use these funds in the
past fiscal year. In the event they are needed, the fund must be replenished within two years. As
of June 30, 2012, unassigned fund balance exceeded 5% of 2012 general fund budgeted
expendifures.

The most significant challenges to Maryland's local povernments are the decisions by the
Maryland State Legislature to shift costs and to impose new unfunded mandates. For example,
during the 2012 General Session, the Legislature approved a measure shifting half the cost of
teacher pensions to local govermunents. This will represent a new cost of $1.2 million in FY 14
and will increase in subsequent vears.

The Maryland Departments of Environment and Planning continued to press a jarge number of
new cnvironmental regulations. The Watershed Improvement Plan (WIP) for Carcline County
has an estimated cost of $168 million. This single unfunded mandate represents a potential cost
of almost $13,000 for every houschold in the County. The Legislature also passed laws limiting
future residential development on private wells and septic systems. New requirements for fire
suppression sprinkler systems in new homes and installation of “best available technology”
{BAT) septic sysiemns also will increase the cost of an average new home on well and septic by
more than $25,000.

One of the most important aspects of Caroline County’s long-term financial planning is assessing
the curonative mpacts of the new laws and regulations on development.  The County lacks
extensive public water and sewer systems. Regulations greatly increasing the cost of homes on
private wells and septic systems are likely to hurt the local housing market as local residents find
housing in nearby Delaware to be more affordable.

Over half of County residents already commute outside of the County to work. The limited
availability of public water and sewer hamper potential eccnomic development as does the
County’s lagging transportation infrastructure. The State of Maryland’s failure to replace Dover
Bridge and widen MD 404 makes Caroline County less altractive for new businesses. Even if
there is a robust economic recovery in the region, it is likely Caroline County will lag behind due
to the disproportionate impact of new regulations on rural, agricultural areas.



Local Fiscal Philosophy

In the midst of a very difficult economic and regulatory environment, the Caroline County
Commissioners have established and maintained a philosophy of fiscal conservatism. While the
Commissioners remain opposed to increases in existing taxes, they did impose the “constant
yield” property 1ax rate for FY 13—an increase of two cents raising the County property tax rate
to 89 cents per $100 of assessed value. Because of a one-year “disparity grant” provided by the
State of Maryland, the impact of teacher pensions on the County’s budget was relatively small
during the first year of the transition, This state grant is untikely to continue. Absent major cuts
to the relatively small range of discretionary services provided by the County, the
Commissioncrs will be forced to fund the $1.2 million in FY 14 teacher pension responsibility
with an increase in taxes.

While the County continued to operate on an austerity budget, the Commissioners moved ahead
with changes designed to lower the County's unfunded liability position. The Commissioners
adopted policy changes to reduce the financial impact related 1o the end-of-career sale of unused
sick leave.

The Commissioners remain strongly supportive of increased efficiency in service delivery.
County government has continued to provide a high level of service despite reductions in
funding and staff. During the past year, the Commissioners have reduced the size of County
government. For the fourth consecutive year, there were no increases in pay granted io County
employees. While the County made a substantial expenditure investment in some deferred
maintenance line 1ters, this one-time allocation fell short of the anmual investment needed for
true fiscal sustainabilily.

The Commissioners fully appreciate the gravity of the County’s financial situation and are
strongly committed to fiscally responsible governance.

Awards and Acknowledgements

The Government Finance Officers Associalion of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to Caroline County,
Maryiand for its comprehensive annual financial report (CAFR) for each fiscal year since June
30, 2004, The Certificate of Achievement is a prestigious nalional award that recognizes
conformance with the highest standards for preparation of state and local government financial
teports. In order to be awarded a Certificate of Achievement, the County publishes an easily
readable and efficiently orgamzed comprehensive annual financial report, whose contents
conform to program standards.

A Certificate of Achievement is valid for a period of one vear only. Caroline County, Maryland
recelved its eighth Certificate of Achievement last year, We believe our current comprehensive
annual financial report continues to conform to the Certificate of Achievement program
requirements and we are submitting it to GFOA to determine its eligibility for another certificate.

The preparation of the comprehensive annual financial report on a timely basis was made
possible by the dedicated staff of the Caroline County Office of Finance, Caroline County Tax
Office, and the Office of the County Commissioners. Special recognition is given to Margaret
Roe and Catherine Moore for their effort in providing outstanding financial acumen, timely
reporting and keen analysis. I am deeply appreciative for the fiscal prudence of the County’s
allied agencies, including, but not limited to, the Caroline County Board of Education. The
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County’s department heads deserve recognition for maintaimng positive staff morale and
delivering resulis in the most challenging finaneal climate sinee the Great Depression of the
1930s. Finally, delivering this report is only possible through the continued leadership, courage
and commitment of the Caroline County Commissionerts.

Fortes fortuna adiuvat,

Respectfully submitted,

Ken Decker
Caroline Counly Administrator

‘The executive offices of Caroline County are located at the Caroline County Courthouse, 109
Market Sireet, Room 123, Denton, Maryland 21629. The County’s central telephone number is
4104790660,
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CERTIFIED PUBLIC ACCOUNTAMNTS

INDEPENDENT AUDITORS’® REPORT

- The County Commissioners of
Caroline County
Denton, Maryland

We have audited the accompanving financial statements of the governmental activities, the business-
= type activities, the aggregate discretely presented component units, each major fund and the aggregate

remaining fund information of The County Commissioners of Caroline County, Maryland (the

“County”) as of and for the year ended June 30, 2012, which collectively comprise the County's
= basic financial statements, as listed in the table of contents. These financial statements are the
responsibility of the County's management. Our responsibility is to express opinions on these
financial statements based on our audit. We did not audit the financial statements of Dayspring
Townhomes. Those financial statements were audited by another auditor whose report has been
furnished o us, and our opinion, insofar as it relates to the amounts included for Dayspring
Townhomes is based on the reports of the other auditor.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Governmeni Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit and the reports of the other auditor
provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of the other auditor, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented component
units, each major fund and the aggregate remaining fund information of the County as of June 30,
2012, and the respective changes in financial position, and, where applicable, cash flows thereof for
the vear then ended in conformity with accounting principles generally accepted in the United States
of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 24,
2012, on our consideration of the County's internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grant agreements and

955 Mt. Hermon Road Salisbury, MD 21804 @ 410-742-1328 1-888-546-1574 | FAX 410-742-6855
www.tgmgroupllc.com



other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion
on the internal control over financial reporting or compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audir,

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and the required supplementary information, as listed in the
table of contents, be presented to supplement the basic financial staterments. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not EXPTEss 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the County’s basic financial statements as a whole. The introductory section,
other supplementary information, and statistical section, as listed in the table of contents, are
presented for purposes ol additional analysis and are not a required part of the basic financial
statements. The other supplementary information have been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America,
In our opinion, the information is fairly stated in all material respects in relation to the financial
statements as a whole. The introductory and statistical sections have not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we do not
express an opinion or provide assurance on them.
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Salisbury, Maryland '
October 24, 2012
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Executive Summary
Management Discussion and Analysis
Caroline County Government, FY 12 Financial Audit

“This MDA section of the financal report showld be brief and objective and should be pastly
readable by an average reader, one not possessing a detatled knowledge of accounting.” Government
Acconnting Standards Board, Statemens 34

The financial condition of Caroline County government is not readily apparent to
local residents. Since the economic downturn in 2007, ciazens have received much
the same level of County services despite the prolonged economic downern, severe
cuts in state funding o local governments, and the substantial decreases in property
and income tax revenues. The shanking of the County budget (cutting expenditures
from $47 4 million n FY 07 to $41.4 million in FY 12) has occurred largely though
deferring infrastructure maintenance and capital expenditures,

In FY 12, the County managed a modest reversal of this trend by investing $1.2
million in infrastructure and capital. These funds generally came from nonrecurring
soutces like a major school renovation coming in undet budget and a remarkably mild
winter. While the County made some progtess on toadway maintenance, the linear
miles of tar-and-chip retrearment fell short of thar required to maintain an optimal
once-per-seven-year c¢ycle. A small number of vehicles were replaced but the
cumulative shortfall in fleet-wnde vehicle and equipment replacernent teached $2.25
million.

On the revenue side, property and income tax revenues remained substantally lower
than historic highs. The County’s property (ax rate was increased to the “constant
yield” level. To explain, an increase of two cents was necessaty to maintain property
rax revenues at the level of the prior fiscal year. The Comurissioners contemplated a
larger (five cent) property tax increase; however, they chose to honot 2 commitment
to only increase raxes enough to cover the cost of teacher pensions. Because of
one-year “disparity grant” provided by the State, the first-veat cost of teacher
pensions was substangally less than anncipated.  The management team
recornmended an increase in the County’s income tax to achieve better balance
between property and income tax revenue streams. The Commissioners considered
this request, but declined to make any change.

On the expendifure side, the County continued to operate under an austerity budget,
For the fourth consecutive year, County employees did not receive a pay increase,
One fulltime position was eliminated; another was replaced with a half posidon. The
(County absorbed a 25 percent increase in the required contribution for the employees’
pension plan, a cost of over $250,00). Caroline County is onc of two coundes in the
state where an employee contnbution is not required to participate in the defined
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benefit pension plan. During FY 12, the County Commissioners approved changes to
teduce the unfunded Lability related to unused sick leave. This includes allocating
$65,000 pet year to pay down existing sick leave balances.

No new debt was issued;, however, the Commissioners made commitments to two
major capital projects: the renovation of Preston Elementary School and the
construction of the Allied Health/Gymnasium project at Chesapezke Coliege. While
the Commissioners voted against the Allied Health/Gymnasium project, a majotity of
Midshore counties voted to approve it. Under state law, the County is obligated to
fund the project.

During FY 12, Caroline County maintained an unassigned fund balance of aver five
percent of total budgeted general fund expenditures—a “rainy day” fund intended to
provide funds in the event of an emetgency or natural disaster. As noted, some one-
time events temporatily increased the fund balance. After careful deliberation, the
Commissioners voted to use the balance in excess of the minimum required reserve
on prority capital and nfrastructure projects.

The County continued its strong support of allied agencies. This includes funding
“maintenance of effort” for the local Board of Education. The County believes the
allied agencies are well managed and prudent with regard to fiscal management.
During IFY 12, the most significant budget over expenditure occurred in the Caroline
County Board of Elections.

During the 2012 legislative session, there were several major actions impacting local
government finances, most notably the shift in responsibility for funding teacher
pensions to the countes. In FY 14, the County antcipates having to pay the full
amount for teacher pensions, approximately $1.2 million in the first year and an
Increasing amount thereafter.

Despite the adverse fiscal climate, the State of Maryland continued to press unfunded
mandates including the Watershed Implementation Plan (WIP) initiative. This
regulatory scheme represents a potential cost of $168 million for Caroline County, a
cost of over §13,000 per household. The State also passed new laws and implemented
regulations which stand to gready limit the potental for rural development,
particularly residential housing on private wells and septic systems. This may have
long-term negative impacts on the County economic development.

While local residents have not experenced significant tax increases or reductions in
services, the County’s roads, vehicles and buildings continue to age. The County
made some progress in addressing this shortfall in FY 12, however, the financial
challenges of deferred maintenance and capital investment remain daunting,
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Management's Discussion and Analysis

This narrative section of the Comprehensive Annual Financial Report of Caroling
County, Maryland presents an overview and analysis of the financial activities of
Caroline County's Government for the fiscal year ended June 30, 2012, Descriptions in
this section, along with the financial statements and notes and the letier of transmittal
provide readers with both broad and detailed information.

Financial Highlights

Total fund balance for the General Fund was $3,738,944 at June 30, 2012,

The assets of Caroline County exceeded liabilities at the close of the current
fiscal year by $ 30,598 939 (net assets). Of total net assets, $6,072,914
{unrestricted net assets) may be used to meet the County's ongoing obligations
to its citizens and creditors.

The primary govemnment's total net assets decreased by $472,269 compared
with the prior year. The primary government includes Caroline County
Government, but excludes Caroline County Board of Education and the Caroline
County Public Library, which are component units. The County is responsible for
the fiscal support of component units’ projects, but does not hold possession of
the assets.

As of June 30, 2012, the County's governmental funds reported combined fund
balances of $7.5 million, a decrease of $1.6 million from the prior year.
Approximately $3.5 million is available to meet the County's current and future
needs (unassigned fund balance). The remaining $4 million has not been
budgeted for use in the FY 2013 budget.

Unassigned fund balance for the General Fund was $3,542,706 for the year
ended June 30, 2012,

Long-term Liabilities include approximately $ 30.8 million in bonds payable,

approximately $ 3.5 million in loans and notes payable, and [andfil closure costs
of approximately $ 2.4 milfion.
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Overview of the Financial Statements

This discussion and analysis offers an introduction to the County's basic finangial
statements. Caroline County's basic financial statements include three components: (1)
government-wide financial statements, (2) fund financial statements, and (3} notes to
the financial statements. This report contains other supplementary information in
addition to the basic financial statements themselves. The diagram below illustrates
how each element of the statements can be used to enhance the overall understanding
of the information presented.

Financial Statement Presentation

MD & A

Summary and analysis of overall activities Government-wide Statements

Overall coverage of the govermment

/

Basic Financial Statemeants

Fund Statements
Presentation of inancial information

Focus on governmental funds

Notes to the Financial Statements

Additional information on all financial

Required Supplementary Information statenents presented

Government-wide financial statements (Reporting on the County as a whole)

The government-wide financial statements provide a broad overview of Caroline County
Government’s finances. The Statement of Net Assets and the Statement of Activities
are prepared using the accrual basis of accounting.

The Statement of Net Assets presents information on all of the County’s assets and
liabilities, with the difference between the twe reported as net assets. Over time,
increases and decreases in net assets may serve as a useful indicator of whether the
financial position of the County is improving or declining.

The Statement of Activities presents information regarding changes in the County's net
assets during the most recent fiscal year. Changes in net assets are reported as soon
as the event creating the change occurs, regardiess of the timing of related cash flows.
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Thus, revenues and expenses are reported in this statement for some items that will
only result in cash flows in future fiscal periods {e.g., uncoliected taxes and eamed but
unused vacation leave).

Both of the government-wide financial statements distinguish functions of the County
that are principally supported by taxes and intergovernmental revenues (government
activities) from other functions that are intended to recover all or a significant portion of
their costs through user fees and charges (including enterprise activities). The
governmental activities of the County include general government, public safety,
detention center, planning, codes enforcement, education, highway and street
maintenance, health, parks and recreation. The enterprise activities of the County
include Emergency Medical Services, Recreation and Parks, Public Works enterprise
fund, and Broadband.

The government-wide financial statements include not only the operations of Caroline
County Government itself {(known as the primary government), but alse the legally
separate organizations of the Board of Education of Caroline County, Maryland and the
Board of Library Trustees for Caroline County, Maryland. The financial information for
these component units is reported separately from the financial infermation presented
for the primary government. The government-wide statements can be found within this
report, as listed in the table of contents.

Fund financial statements (Reporting the County’s Most Significant Funds)

A fund is a grouping of related accounts that is used to maintain contrel over resources
that have been segregated for specific activities or objectives. The County, like other
state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-reiated legal requirements. All of the funds of the County can
be divided into three categeries: governmentat funds, proprietary funds, and fiduciary
funds.

Governmental funds — Governmental funds are used to account for essentiaily the same
functions reported in the government-wide financial statements. Unlike the government-
wide financial statements, govemmental fund financial statements focus on near-term
inflows and outflows of resources, as well as on balances of resources avaiiable at the
end of the fiscal year. Such information may be useful in evaluating a government’s
near-term financing requirements.

Because the focus of govermmental funds is narrower than that of the government-wide
financial statements, 1t is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
affects of the government’s near-term financing decisions. Both the governmental fund
Balance Sheet and the governmental fund Statement of Revenues, Expenditures, and
Changes in Fund Balances provide a reconciliation to facilitate this comparison between
governmental funds and gevernmental activities.

Caroline County Government maintains twenty-two individual governmental funds.
Information is presented separately in the governmental fund Balance Sheet and in the

governmental fund Staternent of Revenues, Expenditures, and Changes in Fund
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Balances for the General Fung, the Capital fmprovements Fund, Capital Reserve Fund,
and the Special Grants Fund, which are considered to be major funds. Data from the
other eighteen governmental funds are combined into a single, aggregated
presentation. The basic governmental fund financial statements can be found within
this repert, as listed in the table of contents.

Proprietary funds — Proprietary funds inciude internal service funds and enterprise
funds. An internal service fund is an accounting device used to accumulate and
allocate costs internally among the County's various functions. Caroline County does
not maintain any intemal service funds. The County uses enterprise funds to account for
its recreational programs, Public Works charges for services, Basic Life Support
function, and Broadband.

Proprietary fund financial statements provide the same type of information as the
government-wide financial statements, only in more detail. The Recreation Program
and Public Works funds are combined while the Basic Life Support and Broadband
Supply funds are considered major funds and presented separately. The basic
proprietary fund financial statements can be found within this report, as listed in the
table of contents.

Fiduciary funds — Fiduciary funds are used to account for resources held for the benefit
of parties outside the County. Fiduciary funds are not reflected in the government-wide
financial statements because the resources of those funds are not available to support
the programs managed directly by the County Commissioners and their staff

Fiduciary funds include four fund types —benefit trust funds, investment trust funds,
private-purpose trusts, and agency funds. The County does not maintain any private-
purpose frusts or investment trust funds. The County maintains nine agency funds:
State Property Tax Fund, Town Property Tax Fund, Hotel Rental Tax, Tax Sale
Proceeds Fund, Inmate Account, Confiscated Properties Fund, Bay Restoration Fund,
Public Drainage Association and Home Builder Guaranty Fund. The Fireman's
Association Fund {LOSAP}), the Retiree Health Care Fund, the Employees' Pension
Plan and CPEB Trust Funds are beneftt trust funds. The fiduciary fund financial
staternents can be found within this report, as listed in the table of contents.

Notes to the financial statements. The notes provide additional information that is
essential to creating a full understanding of the data provided in the government-wide
and fund financial statements. The notes to the financial statements can be found
within this report, as listed in the table of contents.

Other information. |n addition to the basic financial statements and accompanying
notes, this report also presents certain required supplementary information and
disclosures that are not considered a part of the basic financial statements. Schedules
included in this section are: 1) budgetary comparison for the both the General Fund
and Special Revenue Grants Fund to demonstrate compliance with the annually
adopted budget, and 2) schedules showing the County's progress in funding its
obligation to provide pension benefits to its employees. These reports are located
immediately following the notes to the financial statements, as listed in the table of
contents.
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Government-wide Financial Analysis

This is the tenth repotting period in which Governmental Accounting Standards Board
(GASB) Statement No. 34 has been applied in the preparation of the financial
statements of Caroline County Government,

A summary of government-wide assets, liabifities, and net assets is as follows:

Governmental Aclvitles Business-type Activities Totel
2012 2014 2012 2011 2012 2011
Curent and cther assets %14 060,558 $16,5562 148 %1102 661 5531 451 £15,163,220 F1T 403,600
Capital asaets, net of
depreciation 57 741,696 59,571,383 245,023 335 514 58,086.719 59 506,697
Total aszets 71,802,255 76,123,532 1,447,684 1,266 065 73,240,939 77,390,497
Noncurren liabilitias 40,525 902 44 083 544 - - 40,825 802 44,083,544
Cther liabilties 1,328,534 1,632 847 496,454 587,088 1825008 2,235 7485
Total abilities 42154536 45722181 496,484 597,098 42 551,000 46,319,269
Met assets:
Invested in capital asseks,
net of related delst 22.018.273 22 611,380 145,023 335,514 22,363,296 22 546,804
Restricted 1,262,729 1,276,394 - - 1,262,729 1,276,394
Unrestricled €,388, 717 6.513.557 E06, 187 134,363 872814 B.847.8910
Tolal net assels $20.647.719  $30.40.341 $951,220  $869,857 $30,598,939 531,071,208

Net assets may serve over time as a useful indicator ¢f a govemment's financial
position. In Carcline County, assets exceeded liabilities by approximately $30.6 million
at the close of the most recent fiscal year, which is a decrease of $0.5 million from the
previous year.

By far, the largest portion of Caroline County’s net assets, approximately $22.3 miilion,
reflects its investment in capital assets {e.g., land, buildings, machinery, and
equipment), less any related outstanding debt used to acquire those assets. The
County uses these capital assets to provide services to citizens; so these assets are not
available for future spending. Although the County's investment in its capitai assets is
reported net of related debt, resources needed to repay this debt must be provided from
other sources, since capital assets themselves should not be used to liquidate these
liabilities.

An additional $1.3 million of the County's net assets are subject to external restrictions
on how they may be used. The remaining balance of unassigned net assets of $6.9
million may be used to meet the County’'s ongoing obligations to its citizens and
creditors.

At the end of the current fiscal year, Caroline County is able to report positive balances
in all three categories of net assets for the government.
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Changes |n Net Assets

The following table indicates chan

ges in net assets for governmental and business-type
activities for the last two fiscal years:

Govemnmental Activities Busineas- Activitles Total
2012 2011 Mz 2011 W12 2011

Revenyes:
Pr ray :
Charges for services $1687.133 1,770,875 §2.572.0596 32,220,506 %4759 16% $3.091,370
Cperaling grants 2,698,940 363008 552 407 85,850 3,251,347 4.218,025
Capital grents 935 037 890,235 4] 0 936,037 800,235
Gensral revenues:
Proparty taxes 238324623 23,892 DB4 4] a 23,932,023 23,892,084
CHher taxms 12 480 087 12,323,263 u} 0 12 488,087 12,323,263
Cperating grants {Unrastricted) 2 486,371 2,131,782 o 1] 2,486,371 131,782
Othar 20,076 £, 5.36 [ ] 20076 &0 536
Total Revenues 44 249 687 44,577 776 3,124 443 2 8045 456 47 374,110 47,384,232
Program Expenses:
Gansral Governmant 6,845,879 5628 953 1] 0] 6,845 870 5,628 953
Publc Safety 13,214,384 13,031,184 0 0 13,214 354 13,031,198
Public Works 4,573 4594 4 908 054 4] v} 4 5734584 4,803 054
Health 458 265 621,859 ] 0 456,265 621 859
Social Serviges 133,412 1,267,129 a ] 133,412 1267 1282
Primary Edweation 14,109,214 15,498,500 [¥] 0 14,109,214 13,498 500
Secondary Education 1,434 573 1,413 551 1] 4] 1,434 573 1,413,851
Rcreation and Cukyre 1,172,536 1,153,486 ] ¢ 1,172,538 1,153,485
Library 1,111,050 1,100 000 ) 4 1,111,050 1,100,004
Congarvation of Maturai Ras. 336,600 65,874 | Q0 336,604 TH5,6874
Ecaongmic Devaloprant 1,172,532 A57 480 0 0 1,172,532 A57 480
Fublic Houging 0 115,255 ! 0 0 M5 2585
Intarest Cn Long-Tenm Dett 1,118,515 1.435 458 0 Q 1,118,515 1,435 458
Othar u} 0 2157 314 2 006,454 2,167,914 2.006 454
Taotal Edpansas 45 678 465 45,455 817 2,167,914 2,008 454 AT B4G AT 47,503 281
Exvess (Deficiency} befors
ransfers {1,428 709 {2i5,041) BRE, 520 THE 952 (472 269) {119,049
Het Transfers in (out) &75 176 3,975,847 (G75,176) {3.975,547) 0 "]
Changm In Met Assets {733,622} 3,056,906 281,352 {3,175,855) (472, 2689} (119,409
Met Asests — Baginning of Year 30,401,341 27,544,435 568 547 3845822 31,074,208 3 190,257
et Assets — Ending 20,5647 710 401,31 951,221 ARG BRT A%, 588,930 31,071,208

Governmental activities shows a decrease of $753,622. Business-type activities showed
an increase in net assets of $281,353,
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Governmental activities. Expenses are listed in the first column with revenues from
that particular program reported to the right. The result is a Net {Expense)/Revenue.
This format highlights the relative financial burden of each of the functions. This also
identifies the amount each function draws from the general revenue, or if the function is
self-supporting through fees and grants. It is important to note that all taxes are
classified as general revenue, even if restricted for a specific purpose.

Property taxes increased by approximately $40 thousand during FY 2012, This increase
is less than the previous year's $.6 million increase. The assessable base decreased
again this year, primarily due to a decrease in praperty values of existing properties in
the middle District, as assessed by the State of Maryland Department of Assessments
and Taxation.

The local economy began to retract during FY 2008 and this trend has continued into
FY 2012, FY 2012 continued unemployment and a declining real estate market have
continued to erode revenues. Property taxes remained level despite the declining real
estate market because although property assessments decreased the differential for the
towns decreased by 5 cents.

The County Homestead credit is 5%, so pnmary residences have reduced assessments
but not reduced taxes, therefore helping to maintain stable property tax revenue. As
assessments reflect the decline in real estate value, an adverse affect on future
property tax revenue will occur.

Business-type activities. The Recreation Programs Enterprise Fund was established
to collect and record fees charged for recreation pregramming. Without the fee
programs, the County would have to cut approximately 50% of the recreation programs
currently offered to citizens. Recreation and Parks had a loss of $ 47,457 in FY 2012
compared to an excess in FY 2011 of $73,885.

The Emergency Medical Services (EMS) Fund or Basic Life Support (BL.8) Fund was
established to collect fees from patients of the system through insurance biliing. The
fees collected suppont both paid County EMS personnel and certified volunteers who
provide services through a shared arrangement. Revenue collectex through charges
for services increased by $256,585 from FY 2011 to FY 2012. Expenses of the
programs increased $14,233.

The Pubiic Works Fuel Fund was established to separately account for fuel sales to 28
different departments and outside agencies including municipalities and State agencies,
such as the Maryland State Police and the Department of Natural Resources. The
purpeose is fo buy fuel in bulk at a fess expensive rate; thereby saving fuel costs of the
cooperating agencies. The 24-hour self-fueling facility allows convenience and
centralized billing for fuel purchased; reducing down time and increases cross-
governmental efficiencies. The fund generated an operating profit of $48,858 an
increase of $13,696 cormpared to FY2011.
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Combined business-type activities generated $956,529 in net operating revenues over
expenses, with $875,176 transferred to governmental activities. This resulted in net
assets increasing by $281,353 from FY 2011.

Financial analysis of the County’s Funds

Caroline County uses fund accounting to enstre and demonstrate compliance with
finance-related lagal requirements,

Governmental funds. The facus of the County's governmental funds is to provide
information on near-term inflows, outflows, and balances of fiscal resources that can be
spent. Such information is useful in assessing the County's financial reguirements. In
particular, unassigned fund balance may serve as a useful measure of a government's
net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the County’s governmental funds reparted a
combined ending fund balance of $7.5 million. Approximately $3.5 million of the tota!
constitutes unassigned fund balance, which is available for spending at the County’s
discretion. The remainder of the fund balance is reserved, indicating that it is not
available for new spending because it has already been committed: 1) to liquidate
contracts, purchase orders and capital commitments of the prior period; 2) as a revenue
source for the FY 2013 budget; and 3) for contingencies.

The General Fund is the primary fund of the Caroline County Government. At the end
of the current fiscal year, unassigned fund batance of the General Fund was $3.5
million, while totat fund balance was $3.7 million. As a measure of the General Fund's
liquidity, it may be useful to compare both unassigned General Fund balance and total
General Fund bafance to total General Fund expenditures

Fund balance of the General Fund increased from the previous year. The key factors
are as follows:

Revenues exceeded expenditures by $ 627,956 in FY 2012.
The ending fund balance was $3,738,844

Property tax revenue remained stable.

Income tax increased $460.473 from FY 2011.
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In the FY 2012 budget, the Caroline County Commissioners took the foliowing actions:

« Employees again did not receive merit or COLA raise. This combination puts a
great burden on county staff.

« Depariments were budgeted at flat or reduced budget compared to the FY 2011
budget.

» The County no longer is providing free trash collection sites for County residents.
This action resulted in a convenience fee of $100 per year for collection site drop
off and a change in the fown differential rates of 5 cents for town residents with
municipal trash collection.

Fund balance of the capital improvement fund decreased by $1,645,503. This reflected
the yearly depreciation of assets without the ability to replace and repair current assets
such as roads, buildings, vehicles and other items. It also reflected the decrease in the
2009 bond money for CRHS without an offsetting increase in asset as the school
buildings are owned by the local Board of Ed.

Capital Reserve fund balance decreased by $491,748. The $450,000 anticipated to be
used for debt payment was not needed so the Commissioners approved using
$700,000 of capital reserve for road resurfacing and some other needed capital
projects.

Post employee benefits fund was estabiished as a trust fund in FY 2009. There was no
contribution for FY 2012. While this is not the commitment level desired by the County
there were no available funds to contribute.

Proprietary funds. Caroline County's proprietary fund statements provide the same
type of information found in the government-wide financial statements, only in more
detail. Total net assets increased from $669,867 in 2011 to $951,220 in FY 2012,

Genaral Fund Budgetary Highlights

There were some differences between the original budget and the final amended
budget. Some points of interest:

Some Revenue sources did not meet projections.

Incormne Tax exceeded expectation.

Several depariments spent less than the amount budgeted for their operation.
The budget was designed to not use Fund Balance.

Capital Reserve was budgeted to be used to offset debt but was not needed

"« & 5 & =

Increases in fund balance are not expected in the near future due to the continuing
uncertainty of the economy. The FY 2013 budget is not projected to use any fund
baiance, requiring departments to remain within budgeted amounts. Revenue
projections are still extremely uncertain due to the slow economic recovery from
recession. The shifting of the State Teachers Pensions to the Counties has begun and
while, for Caroline County, FY 13 has an offsetting grant, the FY14-FY 16 shift will
require either a drastic cut in spending or an increase in revenue,
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It is impossible for the management to accurately predict how the State will further
address its structural deficit.

Capital Improvement Fund Highlights

The following diagram depicts the Capital Fund structure utiiized by Caroline County,
with the related revenue sources:

|
Capital Improvement Fund
(Fund 39)

Capital Improvement
{Intergovernmental, interest, Total Capital
Bond procesds, asset sales,

Other, less transfers)

Capital Reserve Capital Allocation

iess transfers) lass transfers}

Carofine County develops a six-year Capital Improvement Program, with the current
year being formally adopted as a budget. The difference between budgeted amounts
and actual amounts may vary greatly, since much of the actual expenditures depend
upen the timing of intergavernmental revenues (such as grants, program open space,
state funding, state Waterway Improvement Funding, and other federal grant programs).
Many of these grants are unpredictable, causing wide revenue differences between
actual and budgeted amounts.

A second issue regarding capital budgeting is the timing of the expenditures.
Expenditures may span several years for large construction projects to be completed.
There is an inherent amount of unpredictability in developing the cost estimates for
these capital projects, resulting in yearly differences. Overall economic conditions
significantly affect these costs.
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The Capital Reserve Fund depends upon transfer taxes and interest earned as its only
revenue sources. The transfer tax is budgeted based upon estimated collections from
transfers of properties. Transfer tax revenue declined from $874,821 in FY 2007 to
$304 602 in FY 2012. By law, the Reserve fund balance cannot go befow $750,000. As
of Jure 30, 2012, the balance was $1,304,662. The Caroline County Commissioners
passed legislation that in a financial emergency the fund balance can he reduced under

the $750,000.
Capital Asset and Debt Administration

Capital Assets. The County’s investment in capital assets for its governmental and
business-type activities as of June 30, 2012, amounts to $58.1 million (net of
accumulated depreciation). This investment in capital assets includes land, buildings
and improvements, machinery and equipment, vehicles, and infrastructure. The
County's investment in capital assets for the current fiscal year decreased slightly due
to depreciation of assets. The Commissioners while not in a position to fund the capital
projects necessary to keep the Counties assets in good condition were able to use
unspent capital reserve money to fund some road resurfacing and scme other much
needed projects.

Capital asset activiies are summarized as follows, net of accumnulated depreciation:

Capital Assets, Net

_of Depreciation _ Govermmental Activities __Busginess-Types Activities Total
2012 2011 2012 2011 2012 2011

Land and Land
Im provements $12.813 511 $13,005.598 %0 50 52,913,511 $13.095 598
Hon-depreciable
infrastructure 17.052.974 17052874 a 0 17,052,974 1T 052 574
Coonstrudtion in 255 683 1,730 425 0 D 255 6E3 1,730,429
progiess
Infrasinictiing 7,833 930 5052911 0 [ 7.833930 805,911
Buidings 12, 248014 12 591,821 345 023 135614 12,503,037 13,327,435
Improvements 2,157,930 232017 4} 0 2157 530 232087
Ganeral capital 1,335 225 1,675,403 Q Q 1,338,225 1,676,403
assets

1 Wehicles 207172 287 423 4} 4] 207,472 2B7 423
Machinery end AT36, 257 4 484 T 0 3,736,257 4 484 207
equipmeant . Q

Total | 57,741,606 $58,405,552 %345,023 §335 514 58,086,719 359,506,887

Additional information on the County’s capital assets ¢an be found in Note 6 of this
report.
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Lang-lfenn debt. At the end of the current fiscal year, the County had capitai loans,
conditional loans and bonds outstanding in the amount of $34 millien, which are backed
by the full faith and credit of the County.

Caroline County’s Qutstanding Debt
General Obligation Bonds

June 30, 2012

Governmental Business-type
Activitios Activitles Totai
General obligation bonds $30,875,000 0 $30,875,000

During the current fiscal year, the County’s general obiigation debt decreased by $ 3.1
rillicn.

The County has a rating of "A3" from Moody's Investment Service and maintained an
“A” rating from Standard & Poor's.

Additional information on the County’s long-term debt can be found in Note 7 of this
report.

Economic Factors and Next Year's Budget and Rates

« The unemployment rate for the County was 8.6% in June 2012. The State's
average was 7.2%. '

e Real property tax revenue and all revenues are unceriain due to national and
state economic characteristics resulting from the recession.

These factors, as well as many others, were considered in preparing the County’s
hudget for Fiscal Year 2013.

County employees received no pay scale increase.

The State of Maryland budget preblems have increased, and a deficit is projected going
into FY 2013. it is uncertain how this will ultimately affect Caroling County. The shift of
teacher's pensions tc the local government in each county wilt commenca in FY 13,
While it does not have a negative impact in FY 13, there is an offsetting grant; the FY 14
thru FY 186 shift will present serious challenges in balancing our budgets. The State
passed down 90% of the assessment cost to each county FY 2012,

1.  Menthly Labor Review June 2012
o il rmaryland, gow
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Request for Information

This report is designed o provide a general overview of Caroline County's finances for
ali those with an interest in the County's finances. Questions concerning any
information provided in this report should be addressed to:

Caraline County Administrator
Caroline County Government
109 Market Street

Room 123

Centon, Maryland 21623

Cr, please visit our website at www.carolinemd.org
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STATEMENT OF NET ASSETS

Jupne 30, 2012

THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

Ky

See accompanying notes.

Primary Govermment
Governmental  Business-Type Total Primary
Aclivities Aclivities Govemment  Component Units
ASSETS:
Cash and cash equivalents 10965477 & BB2E12 % 1.886,082 & 12818355
Investments 3,016,129 - 3,816 129 210,530
Deposits 114, 446 - 114, 446 -
Taxes raceivable 3,305 - 3,308 -
Accounts receivable 1,106,768 213,049 1.319.817 472 445
Cther receivables 3,000 - 3,000 -
Prepaid expenses 13.788 - 13,788 25,525
Inventories 182,450 - 182,450 54 531
Due from other governments 1,805,268 - 1,805,268 1,273,483
Other assets 5818927 - 5818 927 -
Restricied assets;
Investments - - - 493 928
Capital agsets:
Nondepreciable assets 30,222,168 - 30,222,168 320,507
Depreciable assets, net 27,519,528 345,023 27 864 551 81,1684 585
Total agsets 71,802 255 1,447 684 73,248,838 86,903,559
LIABILITIES:
Accounts payable 928,913 290,343 1,219,256 383,828
Accrued expenses 430,829 - 430,839 7475321
Due to other governments 4652 - 4,652 -
Uneamed revenus 115,411 16,443 134 854 1,433,484
internal balances, nat {189.878) 189,678 - -
Other liabilities 35497 - 35,497 -
MNon-current liabilitizs:
Due within one yeaar 3,505,323 - 3505323 885, 787
Due in more than one year 37,320,578 - 37,320 575 22,156 R4l
Total liabilities 43,154 536 4596 464 42 651,000 32 435,250
NET ASSETS:
Invested in capital asssts, net of
relatad debt 22018 273 345023 22,363,298 7r.a02 231
Restricted 1,262729 - 1,262,728 44 458
Unrestricted 8,266,717 806,197 8,872 914 (13,377,941}
Total net assets 29647718 % 951,220 § 305989389 § 64468 749
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

BALAMCE SHEET
GOVERNMENTAL FUNDS
June 30, 2002
ther Tonal
LCapital Capital Special Governmental  Govemmental
General Fund  lmpravemants Rezerve Grante Fund Funds Funds
ASSETS
Cash and cash egquivakents § 2550458 % 7396685 3 005 & 1,728 % FFOT28 § 50125606
Depozits - 114,446 - - - 114 446
Recaivables:
Taxas 3,305 - - - - 3,305
Accounts - 324 573 85720 268,530 457 D45 1,106,768
Cither 3,000 - - - - 3,000
Due from other funds 385,223 72262 438,560 - 507 855 5h2
Cue fram other governments 1,708,010 - - - - 1,708,010
Prapaid itams 13,788 - - - - 13,788
fdaterlal and supplims, at cost 182 450 - - - - 182,450
CHher aseets - - - - 634 468 f34 468
Total 5 k] 4 845 232 % 1260970 % 1435285 3 270258 § 1B72648 % 9,675,393

LIABIITIES AND FUND BALANCE

Ligbilities:

Accounts payable i 238204 3§ 272064 & 100,383 5 268530 & 48832 % 9288913
Accrued items 430,839 - - - - 430,838
Dus 1 othar funds 321,145 B8 025 30,240 - 267,380 U8, 780
Due b othar govemments - - - - 4,652 4 652
Defomed révenues 108,297 - - - 10,114 18,411
Char liabilites 8,803 - - - 25, 654 35 497
Total lighilities 1,507,288 370880 130,623 HGE.530 347,672 2,225,102
Fund balanca:
Mon-spendabie 198,238 - - . - 156 238
Restricted - - - 1.728 1,261,001 1262729
Comrmitlad - 870,981 1,304 882 - 176,242 2,360,885
Asgigriad - - - - 93,186 53,166
LInagsigreed 3,542,706 - - - {5,433 3537273
Tatal fund balance 3,738 B44 878 281 1,304 6562 1,728 1,524 976 7 A50, 291
Tatal liagilities and furd balen $  4B46 232 % 1250970 % 14352656 & 270258 3 1BT264R § 0675393

See accompanying notas,
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANGE
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES

June 30, 2012

Total Governmental Fund Balance g 7450 261

Amounts reported for governmental activities in the
statemnent of net assets are different because:

Capital assets used in govemmental activities are not
financial resources and, therefore, are not reported

in the funds 57,741,698
Long-term receivables are not avaitable to pay for

cuent-period expenditures and therefore are deferred in the funds 97,178
Prepayment of county pension benefits 2837123
Prepayment of OPEB 2547331

Long-term liabilities, inciuding bonds payable, are
not due and payable in the current peripd and,
therafore, are not reported in the funds:

Bonds payable (30,875,000
Loans and notes payable (5,985,269)
Landfill closure costs {2,384 652)

Cornpensated absences which are not due and payabie
in the current pericd and, therefore, are not reported

in the funds {1,570,981)
Net assets of Governmental Activities 3 20647 7190
— e eyy——— . —— —

See accompanying notes,
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

STATEMENT OF REVENLIES, EXPENDITURES AND
CHANGES IN FUND BALANCE

GOVERNMENTAL FLINDS

YEAR ENDED June 30, 212

Cthar Tatal
Capilal Caprtal Spaclal Govemmental  Governmental
Ganeral Fund  Improvemants Rasane Girants Fund Funds Funds
Revenues:
Taxes $ 35404223 % . ¥ 304602 3 - ¥ 3662 F§ 38772497
License and parmits 166,345 - - - 243 166, 5848
Inlargavarnmental reyanyss 35,536,647 838,17 - 930 976 J88 618 5703158
Charges for services 793,343 - - - - 703,343
Migcallanaqgys ravanLies 88,120 1,782 1411 - 574324 581847
Total revenues 40,956, 528 838,499 306 023 939 976 1,027 847 44 099 233
Expanditucag:
Ganeral government 4,851,358 253,180 - - 335 535 5440 674
Public safety 11, 725011 15,374 12,842 - 508,295 12,262,522
Fublic works 3,523 622 B59,920 772,878 - - 4,055 421
Health 452 838 - - - - 452 B3g
Social services 132,412 - - - . 135412
Primary education 12,299 444 1,627 683 . - - 13,527 127
Segondery education 1,480,604 - - - - 1,480,604
Public Library 1,100,000 - 11,050 - - 1,111.0560
Recreation and parks T42, 2688 BE,TED - - B0, 566 BTEB14
Als 5,000 - - - - 5,003
Consarvation of natural rescurces 250,726 - - - - 200,726
Econarnic development 242 850 - - 834,575 134,706 1.317 652
Contingency 40,863 - - - - 40 BE3
Dbt Service:
Pringipal 3.081,114 - - - - 3,081 118
Intersst and fiscal charges 1,118 515 - - - - 1118 515
Total sxpendlbures 41,087 630 2,522,937 TE? TR B35 816 1,048,102 45,455 418
Excess (deficiancy) of ravanueas
over expenditures {100,742} (1,784 438) (481.748) - $20,255) (2,397 183}
Other financing Sources (uses]:
Froceeds from sala
of capital assats . £5,935 - - - 65,835
Transfers in [ {oul) 776,681 73,000 - - (90,208} 759 675
Total ather financing
SBOUMCAS [USMS) 176,381 138,935 - . 1o, 2065} 25610
Met change in fund balances B7G,139 {1,645,503) {421,748} - {110,481) (1,571.57%)
Fund balanoes beglnning 3,110,938 2535484 1,796 410 1.728 1,635,437 9070047
Change in resarve for matenals
and suppiies (48,183} - - u - (42 183)
Fung balgnees snding g 3fisad4d § ETE981 % 1,304,662 % 1728 & 1524 976 § 7450 201

See aooompanying notes.
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCE OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2012

MNet changs in fund balance - Govemmantal Funds 5 1,571,573}

Amounts reported for governmental activities in the
statemnent of activities are different because:

Govemmantal funds report capital outlays as expenditures.

However, in the stalement of activitiss, the cost of capital

assets is allocated over their estimated useful lives as

depreciation expense. This is the cost of capital assets

which have been capitalized during the current year. 1,766,255

Governmental funds only report the disposal of assets to the
extent preceads are received from the sale. In the statement
of activiies, a gain or loss is reported for each disposal. This
is the cost of assets disposed of, less accumulated depreciatian, (623,124)

Governmental funds report the issuance of dabt as income and the

repayment of debt as expenditures. However, in the government-

wide statements, debt and repayment of debt is reported as

& change in a long-term liability. 3,257 642

Governmental funds report the collection of long-term receivables as
revenues. However, in the government-wide statemants, these
collections are reported as a reduction of long-term receivahble. {16,480)

Certain expenses reported in the statement of activities do not
require the use of cumrent financial resources and, therefore, are not
reported as expenditures in govermmental funds.

Decrease in net pension prepaid {275,081)
Decrease in net OPEB prepaid {270,280)
Decrease in reserve for materials and supplies (48 183}
Depreciation expense {3,072 B18}
MNet assets of Governmental Activities 3 {7583,622)

See accompanying noles.
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS

June 30, 2012

Bazic Life Broadband Other
Support Fund Supply Fund  Proprietary Funds Totat

ASSETS:
Current assets;

Cash and cash equivalents L 10760 % 108,116 % DT3B % B89.812

Accounts recevahle - 21,888 191,161 213,049

Total current assets 710,780 130,004 261,897 1102 661

Noncurment assets:

Capital assets, net - 315 670 29,353 345,023
Total assets 710,760 445 674 291,250 1,447 684
LIABILITIES:

Current liabilities:

Accounts payable 213,259 21,858 55,186 250,343

Cue to other funds - 189,678 - 180678

Uneamed revenue - 1,976 14 457 16,443

Total current liabilities 213 259 213,552 63 653 496 4584
Moncurrant habilities:

Long-term debt - - - -
Total lizkilities 213,259 213552 69,653 4035 464
NET ASSETS:

Invested in capital assets - 315,670 28 383 345023

Unrestricted 4597 501 {83,548) 192 244 a0 187
Total net assats 3 497 501 % 232122 % 221587 & 551,220

See accompanying notes.
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS

FROPRIETARY FUNDS

YEAR ENDED June 30, 2012

See accompanying notes,
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Basic Life Broadband Other
Support Fund Supply Fund  Proprietary Funds Total
Cperating revenues:

Charges for services 5 1407204 5 133,815 3% 1.030,827 & 2572036

Other income - 85,354 487 053 552 407
Total operating revenues 1,407 284 218,188 1,497 980 3,124 443
Operating expenses:

Fersannel services 2,389 - 265,130 367,519

Operations and maintenance 528,880 03 659 1,130,952 1,753,491

Depreciation expense - 45 407 497 45,904
Total operating expenses 531,269 140 066 1,496 570 2,167 914
Oparatillg income {lass) 876,025 9103 1,401 956,529
Monopsrating revenues {expenses):

Transfers in {out) {675,176) - - {675 176)
Change in net assels 200,849 78,103 1,401 281,353
Met assets, beqinning of vear 296 852 153,018 224,196 669,867
MNet agsets, end of year 3 497 501 § 2321322 % 2215897 & 051,220




THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

STATEMENT OF CASH FLOWS
FROFRIETARY FUNDS

YEAR ENDED June 30, 2012

Basic
Life Broadband Cither
Support Supply Froprietary
Fund Fund Funds Total
Cash flows from operating activities:
Cash received from custormers $ 14072094 % 130440 F 1051083 $ 2583827
Cash received other - 85,354 457 053 552 407
Cash paid to suppliers {521,762) (88,299 (1,140684) {1,750,745)
Cash paid to employees {2,388} - {365 130) {357 519
Met cash provided by operating activities 883 143 127,495 12,332 1022870
Cash flows from noncapitat financing activities:
Transfers in {out) (675, 176) - - {675,178)
Receipts (payments) from interfund Ipans - {108,000) - {108,000}
Net cash used by noncapits| financing activitics {675,176} {108,000) - {783,176}
Cash flows from capital and related financing activities:
Purchases of capital assets - {26,563} {28,850} {56,413}
Met cash used by capital and related financing
activities - {26,563} {29.850) {565,413)
Met increase {decrease) in cash and cash equivalents 207 867 {7 068) 17,518} 183,381
Cash and cash equivalents,_beginning of ysar 502,793 115,184 B8, 254 706,231
Gash and cash equivalents, end of year $ ?1D.T=ﬁﬂ $ 108116 § 70736 $ 8BOB12
Reconciliation of operating income to
net cash provided by operating activities:
CQperating income $ 876025 % 79,103 5 1407 § 958,528
Adjustments to reconcile operating income
to net cash provided by operating
activitias:
Depraciation - 48 407 497 46,904
fIncrease)/decrease in accounts receivable - {5,351) 16,522 11,171
Dcrease in prepakd expenses - - 1,000 1,000
Increasel{decrease) in accounts payable 7118 5,360 {10,732} 1,746
Increasse n deferred revenus - 1,978 A 644 5620
Net cash provided by oparating activities $ 8831432 % 1__2_?',495 i 12,332 § 1,022,870

See accompanying notes.
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
STATEMENT OF FIDUCIARY NET ASSETS

June 30, 2(12

Employes Bensfit
Adgency Funds Trust Funds
ASSETS:
Cash and cash equivalents 5 568,415 3 1,013,747
nvestments at fair value:
Fixed income - 9434 048
Equity funds - 8,985 001
Total investments at fair value - 18,419,049
Taxes and other receivables 34158 -
Total assets ] 602 574 19,432 766
LIABILITIES:
Accounts payable 67,855 -
Due to property owners 369,981 -
Due to other funds B4 -
Due to other governments 162,262 -
Due to participants 2,382 -
Total liabilities — 3 EGE.EL -
NET ASSETS:
Heid in trust for participants __ i 3 19,432 788

See accompanying notes.
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THE CGUNTY COMMISSIONERS OF CAROLINE COUNTY

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

YEAR ENDED June 30, 2012

Employee benafit

Tirust Funds
Additions:
Contributions:
Plan sponsor 3 1,002 439
Empioyse 50,151
MNet realized gain ont sale of securitiss o5 878
Interest, dividends and gains £98 090
Total additions 1.847 656
Dradurctions:
Benefits paid 1,171,281
Transfers out 101,938
Administrative fees 102 425
Unrealized depraciation in asset value 516 850
Total deductions 1,882 474
Change in net assets {44,818)
Net agsets, beginning of year 15,477 614

Mel assets, end of year

3 19.432,796

See accompahying notes.
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
COMBINING STATEMENT OF NET ASSETS
COMPONENT UNITS

Jupe 30, 2012

Board of Board of

Education of

Library Trystees of

See accompanying notes.
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Caroline County Caroline County Total
ASSETS:
Cash 5 12791 922 3% 25433 % 12,818,355
Investments - 210,530 210 530
Accounts receivable 424 551 47 895 472 445
Prepaid expanses - 25,525 25,525
Other asszats - - -
Inventones 54 531 - 54 531
Cae from other govermments 1,273,493 - 1,273,453
Restricted assets;
Investments - 483 026 493 525
Accounts receivable - - -
Mondepraciable assets 300 507 - 380,507
Depreciable assets, net 80,274 936 888,750 81,184 586
Total assets 85 209,940 1,684,068 95,803,599
LIABILITIES;
Accounts payabie 353,867 29,561 383,828
Accrued expenses 7.444.714 G607 7475321
Due to other governments - - -
Deferred revanusa 1424 708 8,785 1.433,494
Accrued compensated absences - 20,314 20,314
Long-term habilities:
Due within one year 985,767 - 085 787
Due in mare than one year 22 136,526 - 22 136 526
Total iabilites 32,345 583 83 667 32,435 250
HET ASSETS:
Invested in capital assets, net of related debt 76,912 481 889 750 7,802,231
Restricted for:
Fund purposes - 44 458 44 459
Unrestricted {deficit) {14,048 124) 670,183 {13,377.941)
Total net assets $ 62,864,357 § 1604392 § 64,468,749

R ————— - __ .}
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THE COUNTY COMMISSIONERS OF CARQLINE COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 212

Summary of significant accounting pollcies

Caroline County {the County) was created by an act of the Maryland General Assembly on
December 23, 1773. The County operates under a Commissioner form of government and
provides the fallowing services: education, public safety (fire and police), health and social
services, highways and streets, public works, library, recreation and parks, planning and
zoning, economic development and general administration.

In 1984, the citizens of the County voted to establish Caroline County as a Code Home Rule

County, which allows the Commissioners to exercise the powers of self-government over focal
matters.

The County's financial statements are prepared in accordance with .S, generaily accepted
accounting principles (GAAP). The Governmental Accounting Standards Board (GASB) is
responsible for establishing GAAP for state and local governments through its
pronouncements (Statements and Interpretations). Governments are also required to follow
the pronouncements of the Financial Accounting Standards Board (FASB) issued through
November 30, 1989 (when applicable) that do not conflict with or contradict GASBE
pranouncements. Although the County has the option to apply FASB pronouncements issued
after that date fo its business-type activities and enterprise funds, the County has chosen not
to do so. The more significant accounting policies established in GAAP and used by the
County are discussed below.

A Reporting Entity

The financial statements of the reporting entity include those of Caroline County
Government {the primary government} and its component units. Companent units are
legally separate entities that are included in the County’s reporting entity because of
the significance of their operating or financial relationships with the County. The
criteria for including organizations as component units within the County’s reparting
entity include whether:

the organization is legally separate
tha County Commissioners appoint a voting majority of the organization's board
the County Commissioners have the ability to impose their will on the
organization

« the organization has the potential to impose a financial benafit/burden on the
County

= the organization is fiscally dependant on the County
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
NOTES TO THE FINANCIAL STATEMENTS
Juhe 30, 2012

Summary of significant accounting policies {continued)
A Reporting Entity {continued}

Based on the application of these criteria, the following organizations are considered
component units of Caroline County Government. Their combined financial data is
discretaly presented in a separate column in the government-wide financial
statements. A Combining Statement of Net Assets and a Combining Statement of
Activities for the component units are also provided. All discretely presented
sompaneant units have a June 30 year end.

The Board of Education of Caroline County, Maryland {the Board of Education} is
a legally separate organization created by Maryland state law to operate the County's
public school system. Management of the County's schools is under the control of the
Board of Education, with the final decision-making authority held by the State Board of
Education. The Board of Education is financially accountable to the Caroline County
Government because the Board of Education’s annual budget is subject to the
approval of the County Commissioners. The Board of Education is presented as a
governmental fund type. The County provided $12 289 444 in operating funding and
$1,627 683 in capitai funding to the Board of Education during Fiscal Year 2012

The Board of Library Trustees for Caroline County, Maryland (the Library) is a
legaliy separate entity under Maryland state law. The Library's Trustees are appointed
by the Governar of the State of Maryland and cversee the day-to-day management of
the Library. The Library’s budget is subject to the approval of the County
Commissioners. The Library is presented as a governmental fund type. The County
provided $1,100,000 in operating funding and $11,050 in capital funding to the Library
during Fiscal Year 2012

Complete financial statements of the discretely presented component units can be
obtained directly from their respeciive administrative offices.

B. Basi¢c Financial Statements

The County’s basic finangiat statements include government-wide financial statements
{reporting on the County as a whole), fund financial statements (reporting the County’s
maost significant funds}, and fiduciary financial statements. Both the government-wide
and fund financial statements categorize primary activities as either governmental or
business-type. Governmentai activities are normally supported by taxes and
intergovernmental revenues. The County’s public safety, health and social services,
some parks and recreation activities, public works and general administrative services
are classified as governmental activities. Business-type activities rely significantly on
fees and charges for support. The County's recreation programs, basic life support,
public works sales and broadband supply operations are ciassified as busingss-type
activities.
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Summary of significant accounting policies {contlnued)

Basic Financial Statements (continued)

Govemment-wide Statements

The govemment-wide financial statements (i.e., the Statement of Net Assets and the
Statement of Activities) report information on all of the nonfiduciary activities of the
primary government and its component units. The government-wide financial
statements focus more on the sustainability of the County as an entity and the change
in the County’s net assets resulting from the current yvear's activities, For the most
part, the effect of interfund activity has been removed from these statemenis.
Interfund services provided and used are not eliminated in the process of
consolidation.

In the government-wide Statement of Net Assets, both the govemmental and
business-type activities columns are (a} presented on a consolidated basis by column,
and {b} reponted using the economic rescurces measurement focus and the accrual
basis of accounting, which recognizes all leng-term assets and receivables as wel| as
long-term debt and obligations. The County’s net assets are reported in three parts —
(1) invested in capital assets, net of related debt; (2) restricted net assets:; and {3)
unrestricted net assets. Net assets should be reported as restricted when constraints
placed on the net asset use are either externally imposed by creditors (such as
through debt covenants), grantors, contributors, or laws ar regulations or gther
governments or imposed by iaw through constitutional provisions or enabling
legislation. The net assets restricted for other purposes result from special revenue
funds and the restrictions on their net asset use. When both restricted and
unrestricted resources are availabie for use, the County utilizes restricted resources to
finance qualifying activities first, then unrestricted resources as they are needed.

The govemment-wide Statement of Activities reports both the gross and net cost of
each of the County's functions and business-type activities. The functions are also
supported by general gevernment revenues (property tax, income tax, certain
intergovernmental revenues, fines, permits, and charges, etc.). The Statement of
Activities reduces gross expenses {including depreciation) by related program
revenues, operating grants and capital grants. Program revenues include {1} charges
to customers or applicants who purchase, use, or directly benefit from goods, services,
or privileges provided by a given function and (2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or
segment. Program revenues must be directly associated with the function or a
business-type activity. Operating grants include operating-specific and discretionary
(either operating or capital) grants while the capital grants column reflects capital-
spectfic grants. The net costs (by function or business-type activity) are normally
covered by generai revenues (property tax, income tax, intergovernmental revenues,
interest income, etc.} which are not properly included among program revenues.

The County has an indirect cost allocation ptan which it uses {when applicable and

aliowed} to charge costs to special revenue {grant) pregrams. Indirect costs are not
normally charged to general government activities,
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Summary of significant accounting policies (contlnued)

Basie Flnancial Statements {continuad)

Fund Financial Statements

The financial transactions of the County are reported in individual funds in the fund
financial statements. Each fund is accounted for by providing a separate set of self-
balancing accounts that comprise its assets, liabilities, reserves, fund equity, revenues
and expenditures/expenses.

The emphasis in fund financial statements is on the major funds in either the
govemmental or business-type activities categories. GASB 34 sets forth minimum
criteria (percentage of the assets, liabilities, revenues, or expenditures/expenses of
either fund category or the governmental and enterprise funds combined) for the
determination of major funds. Maijor individual govermmeantal funds and major
individual proprietary funds are reported as separate columns in the fund financial
statements. Nonmajor funds by category are summarized into a single column.

Governmental Funds: The measurement focus of the governmental fund financial
statements is upon determination of financial position and changes in financial position
{sources, uses, and balance of financial resources) rather than upon net income, The
following is a description of the governmental funds of the County:

a. General Fund is the general operating fund of the County. 1t is used to
account for all financial resources except those required to be accounted for in
ancther fund, The General Fund is considered a major fund.

b. Special Revenue Funds are used to account for the proceeds of specific
revenue sources that are iegally restricted to expenditures for specified
purpeses. All Special Revenue Funds of the County, with the exception of the
Special Grants Fund, are non-major funds. The Special Grants Fund is used to
track intergovernmental revenues sources used towards economic
development.

c. Capital Projects Funds are used to account for financial resources to be used
far the acquisition or construction of major capital facilities {other than those
financed by business-typa/proprietary funds) such as roads projects and
property acquisition and development. The Capital Improvements and Capital
Reserve Funds are major funds, and are used to account for all current major
construction projects.

Proprietary Funds: The focus of proprietary fund measurement is upon
determination of operating income, changes in net assets, financial position, and cash
flows. The generally accepted accounting principles appiicable are similar to those
used for businesses in the private sector. The following is a description of the
proprietary funds of the County;
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Sumrmnary of significant accounting palicies {continued)
B. Basic Financial Statements (continued)

Entaerprise Funds are required to be used to account for operations for which
a fee is charged to external users for goods or services and the activity (a) is
financed with debt that is solely secured by a pledge of net revenues, (b) has
third party requiraments that the cost of providing senices, including capital
costs, be recovered with fees and charges or {c) establishes fees and charges
based on a pricing policy designed to cover similar costs. The Basic Life
Suppont Fund and Broadband Supply Fund are considered major furnds and are
presented separately. All other enterprise funds are non-major, and their data
is combined into a single aggregated presentation.

Fiduciary Funds: Fiduciary Funds are used to report assets held in a trustee or
agency capacity for others and therefore are not available to support County
programs. The reporting focus for fiduciary funds is on net assets and changes in net
assets and accounting principles used are similar to those used far proprietary funds.

The County's Fiduciary Funds consist of agency funds and employee benefit trust
funds. Agency funds are custodia! in nature (assets equal liabilities) and do not involve
measurement of results of operations. The County's agency funds temporarily hold
collected tax revenues for town taxes, state taxes, motor vehicle tags, public drainage
associations, and hotel cccupancy taxes, as weil as inmates' funds and confiscated
property. Employee benefit trust funds are used to account for the County's employee
pension pian, a self-funded health plan for County retirees, a trust fund established to
accumulate funds to pay for health and welfare benefits of future retirees, and the
Fireman's Association Length of Service Award Program (LOSAP). The results of
operafions for these funds are presented in the Statement of Changes in Fiduciary Net
Assets,

C. Basis of Accounting and Measurement Focus

Basis of accounting refers to the point at which revenues or expenditures/expenses
are recognized in the accounts and reported in the financial statements. It reiates to
the timing of the measurements made regardiess of the measurement focus applied.
The measurement focus identifies which transactions should be recorded.

EBasis of Accounting

Accrual Basis — Both governmental and business-type activities are presented using
the accrual basis of accounting in the government-wide financial statements and the
preprietary and fiduciary fund financial statements. Under the accrual basis of
accounting, revenues are recegnized when earned and expenses are recognized when
incurred, regardless of the timing of related cash flows. Property taxes are recognized
as revenues in the year for which they are levied. Grants and simifar items are
recognized as revenues as soon as all eligibility requirements imposed by the provider
have been met.
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Summary of significant accounting policies {continued)

C.

Basis of Accounting and Measurement Focus (continued}

Madified Accrual Basis — The governmental fund financial statements are presented
an the modified accrual basis of accounting. Under the modified accrual basis of
accounting, revenues are recorded when susceptible to accrual i.e., both measurable
and available. *Measurable” means knowing or able to reasonably estimate the
amount. ‘Available” means collectible within the current period or soon enough
thereafter to pay liabilities of the curent period. For this purpose, the County
considers revenues to be available if they are collected within 80 days after year-end.
All other revenue items are considered to be measurable and avaiiable only when cash
is received by the County. Expenditures {including capital outlay) are recorded when
the related liability is incurred. However, debt service expenditures (principal and
interast), as well as expenditures related to compensated absences and claims and
judgments, are recorded only when dus.

Measuremnment Focus

In the government-wide financial statements, both governmental and business-type
activities are presented using the economic resources measurement focus as defined
in item (b.} below.

in the governmental fund financiai statements, the “current financial resources”
measurement focus is used as appropriate:

a. All governmental funds wtilize a “current financial resources” measurement
focus. Only current financial assets and liabifities are generally included on
their balance sheets. Their operating statements present sources and uses of
available spendable financial resources duning a given period. These funds
use fund balance as their measure of available spendable financial resources
at the end of the period.

k. The proprietary funds utilize an “economic resources” measurement focus.
The accounting objectives of this measurement focus are the determination of
operating income, changes in nat assets (or cost recovery}, financial position,
and cash flows. All assets and liabilities {whether current or nencurrent)
associated with their activities are reported. Proprietary fund equity is classified
as net assets.

In applying the susceptible to accrual concept to operating and capital grants, which
are classified with intergovernmentai revenues in the fund financial statements, the
County records receivables when the applicable eligibility requirements, including time
requirements, are met. Related revenues are recognized to the extent that cash is
expected to be received within one year of year-end. Resources received before the
eligibility requirements are met are reported as deferred revenue.
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Summary of significant accounting policles {continued)
C.

Basig of Accounting and Measurement Focus {continued)

Licenses and permits, charges for services, and miscellaneous revenues {except
earmings on investments) are generally recorded as revenues when received in cash
during the year. At year-end, receivables are recorded for significant amounts due. If
such amounts are received in cash after year-end within the County's 60-day

availability period, they are recognized as revenue; if not, such amounts are reported
as defermred revenue,

Financial Statement Amounts

Cash and Cash Equivalents: The County has defined cash and cash equivalents to
include cash on hand, demand deposits, and short-term securities and cerfificates of
depostt with an original maturity of three months or less.

Investments: Investments held by the County are stated at fair vaiue. Fair value is
based on quoted market prices at year-end or best available estimate. Al investments
nat required to be reported at fair value are stated at cost or amortized cost.

Receivables: All trade and property tax receivables are reported at their fair value.
Taxes, special assessments, and accrued interest are deemed collectible in full.
Property taxes attach as an enforceable lien when levied on July 1 of each fiscal year.
The taxes are payable without interest by September 30.

Property tax revenue is recorded when it becomes measurable and available.
Available means due, or past due, and receivable within the current period and
collected no longer than 80 days after the close of the current period. Revenue
relating te receivables which have not been collected within sixty days after the year-
end has been reclassified from property tax revenues to defarred revenues.

Interfund Transactions: The following is a description of the basic types of interfund
transactions made during the year and related accounting policies:

a. Transactions for services provided - these transactions are recorded as
revenuas in the receiving fund and expenditures in the disbursing fund.

b. Transactions to reimburse a fund for expenditures made by it ar for the benefit
of another fund — these transactions are recorded as expenditures in the
disbursing fund and as reductions of expenditures in the receiving fund.

c. Transactions to shift revenues or contributions from the fund budgeted to

receive them to the fund budgeted to expend them — these transactions are
recorded as transfers in and out,
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Summary of significant accounting policies {continuedj

D.

Financlal Statemant Amounts {continued)

Activities between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as "due tofdue from other
funds.” Any residual balances outstanding between the governmental aclivities and
business-type activities are reported in the govemment-wide financial statements as
*internal balances" and are eliminated.

Inventories: Inventories of the County, consisting of expendable supplies heid for the
County's sale and use, are valued at cost using the First-In/First-Out Method.

Prepaid Items: Certain payments te vendors reflect costs applicable to future
accounting periods and are recorded as prepaid items in both government-wide and
fund financial statements using the allocation method.

Capital Assets: Capital assets, which include property, plant, equipment and
infrastructure assets {e.g. roads, bridges, and similar items), are reported in applicable
governmental or business-type activities columns in the govemment-wide financial
statements. Capital assets are defined by the Couniy and the Beard of Education as
assets with an original, individual cost of $5,000 or more and an estimated useful life in
excess of one year. Such assets are recorded at histoncal cost or estimated historical
cost if purchased or construcied. The Library defines capital assets as assets having
an initial individual cost of more than $500 and an estimated useful life in excess of
one year. For the primary government and component units, donated capital assets
are recorded at estimated fair market value at the date of donation.

Momal maintenance and repair costs that do not add to the value of the assets or
materially extend assets' lives are not capitalized by the County or the companent
Units.

Significant outlays for capital assets and improvements are capitalized as Construction
in Progress while projects are being constructed. Projects are not capitalized until
completed or substantially completed and available for use.

Property, plant and equipment of the primary govermment and the component units are
depreciated using the straight-line method over the following estimated ussful lives.

Cargling County Government

Infrastructure 7-40 years
Buildings 40 years
Improvements 10 - 30 years
Machinery and equipment 5-10 years
Vehicles 5 years
{(5eneral capital assets 10 — 40 years
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Summary of significant accounting policies {continued)

Financial Statement Amounts {continued)
The Board of Education

Buildings and improvements 15 — 50 years
Fumiture and equipment 5 =20 years
Vehicies & — 15 years
Software 5 -7 years
The Library
Furniture and equipment 5-10 years
Vehicles & years
Books and materials 7 years
Leasehold improvements 30 years

GASB 34 requires the County to report and depreciate new infrastructure assets
effective July 1, 2002. Infrastructure assets include roads, bridges, underground pipe,
etc. These infrastructure assets are the |argest asset class of the County. Neither
their histerical cost nor related depreciation has historically heen reported in the
financial statements. Prior to July 1, 2002, these general infrastructure assets were
not capitalized. These assets have been valued at estimated historical cost,

Fund Equity: In the government-wide financial statements, equity is classified as net
assets and is displayed in three components:

a. Invested in capital assets, net of related debt — consists of capital assets,
including restricted capital assets, net of accumulated depreciation and
reduced by the outstanding balances of any bonds, mortgages, notes, or other

borrowings that are attributable ta the acquisition, construction, or improvement
of those assets.

b Restricted net assets — consists of net assets with constraints placed on their
use either by {1) external groups such as creditors, grantors, contributors, or
laws or regulations of other governments; or (2} law through constitutional
provisions ar enabling legislation.

c Unrestricted net assets — all other net assets that do not meet the definition of
‘restricted” or “invested in capitai assets, net of related debt.”

in the fund financial statements, equity is classified as fund balance for governmental
funds. Fund balance is further classified as nonspendable, restricted, committed,
assigned, or unassigned. Nonspendable fund balance cannot be spent because of its
form. Restricted fund balance has limitations imposed by creditors, grantors, or
contributars of by enabling legislation or constitutional provisions. Committed fund
balance is a limitation imposed by the County Commissioners, through approval of
resolutions. Assigned fund balance is a limitation imposed by a designee of the
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mary of significant accounting policies {continued)

um

Financizl Statement Amounts (continued}

County Commissioners. Unassigned fund balance in the General Fund is the net
resources in excass of what can be properly classified in one of the above four
categories. Negative unassigned fund balance in other governmental funds
represents excess expenditures incurred over the amounts restricted, committed, or
asgigned to those purposes.

Proprietary fund equity is classified the same as in the government-wide statements.

Compensated Absences: Employees of the County earn annual leave,
compensatory time and sick leave in varying amounts. It is the County's policy to
permit employees to accumulate earned but unused annual leave, compensatory time,
and sick pay benefits.

The County accrues the value of the accumulated unpaid annual leave, compensatory
time, sick leave and associated employee-related costs when incurred in the
govemment-wide and proprietary fund financial statements. The General Fund has
typically been used in prior years to liquidate these compensated absences. Only the
amount of unused annual leave and compensatory pay that has matured {i.e., the
amount due and payable following a former employee’s resignation or retirement) is
recarded as an expenditure and a liability in the governmeantal fund that will pay it. The
noncurrent partion for governmental funds is maintained separately and represents a
recanciling item betwean tha fund and government-wide presentations.

Long-term Obligations: In the govemment-wide financial statements, and
proprietary fund-types in the fund financial statements, long-term debt and other long-
term obligations are reported as liakilities in the applicable governmental activities,
business-type activities, or proprietary fund-type statement of net assets.

In the fund financial statements, governmentai fund-types recognize bond premiums
and discounts, as well as bond issuance costs, during the current period. The face
amount of debt issued is reported as other financial sources. |ssuance costs, whether
or not withheld from the actual debt proceeds received, are reported as debt service
expenditures. Capital leases are recorded in the same manner.
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Summary of significant accounting policles (continued)
D. Financial Statement Amounts { continued)

Revenues, Expenditures, and Expenses: Property taxes and interest assessed in
the current fiscal period are accrued and are recognized as revenues in the current
fiscal period. Only the portion of special assessments receivable due within the

current fiscai period is considered to be earned and therefore recognizable as revenue
of the current pariod.

In the government-wide financiai statements, expenses are classified by function for
beth governmental and business-type activities. In the fund financial statements,
expenditures are classified by character,

In the fund financial statements, governmental funds report expenditures of financial
resources. Proprietary funds report expenses relating to use of economic resources,
Proprietary funds distinguish operating revenues and expenses from nonoperating
items. Operating revenues and expenses result from providing services and producing
goads in connection with the proprietary fund's principal operations. Cperating
revenues include user fees and charges. Operating expenses include the cost of
sales and services, administrative expenses, and depreciation on capital assets. All
revenues and expenses net meeting this definition are reported as nonoperating
revenuses and expenses.

Accounting Estimates: The preparation of financial statements in sonformity with
U. 3. generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of cantingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting
period. Actual resufts could differ from those estimates.

Stewardship. Compliance, and Accountability
Budgets and Budgetary Accounting

A legal budget is adopted and formal budgetary accounting is employed as a management
control for most funds of the County, except fiduciary funds. Budgets were not adopted for
the OJP Grant Law Enforcement, Dayspring Townhomes, MEAF Revolving {oan and
Revolving Loan Special Revenue Funds. Budgetary comparison schadules are presented for
the General Fund, Capital Improvements Fund, Capital Reserve Fund and all other funds with
legally adopted annual budgets. The basis for budgeting is the modified accrual basis,
excluding centain expenditures such as compensated absences, which results in non-GAAP
basis. All annual appropriations lapse at fiscal year-end.
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Stewardship, Compliance, and Accountability (continued)

Budgets and Budgetary Accounting {continusd)

The legal level of budgetary control {that is, the level at which expenditures cannot axcead
budgeted appropriations) is at the department level. Howsver, with proper approval by the
County Commissioners, budget transfers can be made. The budgeted financial statements
represented in this report reflect the final budget autharization, including all amendments
made by the County Commissioners. There were no material violations of the annual
appropriated budget for the fiscal year ended Junsa 30, 2012,

Cash Deposits and investments

A,

Primary Government

The County Commissianers are authorized to invest unexpendad revenues from
taxation, bond sales, lawful distributions to it of funds from other governmental
agengcies, or any other funds properly received by it, until it determines the funds are
needed for proper public purpeses. The County's investment policy {adopted Cctober
31, 1995) permits investment only in those types of securities authorized by State
Firrance and Procurement Article Section 6-222(a) and Article 85, Section 22-22N of
the Annotated Code of Maryland.

Cash Deposits: At year-end, the carrying amount of the County’s deposits was
$1,986,085 and the bank balance was $2 253,611, all of which was covered by federal
depository insurance or by collateral held by the County's agent in the County's name.

Investments: Statutes authorize the County Comptroller to invest in short-term U.S.
government securities or repurchase agreements fully secured by the United States
government if the funds are not needed for immediate dishursement. The stated
maturities of the investments may not exceed 270 days. Statutes also authonze the
Comptroller to invest in the local government investment pool astablished by state law,
Investments are subject to approval of the County Commissioners as 1o the amount
available for investment and the acceptable securities or financial instifutions used.
The County's investment policy limits authonzed investments to those with minimal
credit risk.

At year-end, the County's investment balances were as follows.

Investrmant Type Fair Value

Maryland Local Government Investment Pool $ 3,916,129

tnvestments in the Maryland Local Government Investment Pool (MLGIP) are not
evidenced by sacurities. The investment pool, not the partizipating governments,
faces the custodial credit risk. The State Treasurer of Maryland exercises oversight
responsibility over the MLGIP. A single financial institution is contracted to operate the
Pool In addition, the State Treasurer has established an advisory board composed of
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3. Cash Deposits and Investmants (continued)
B.

Primary Government (continued)

Fool participants to review the activities of the contractor quarterly and provide
suggestions to enhance the retum on investments. The MLGIP uses the amortized
cost method to compute unit value rather than market vaiue to repost net assets.
Accardingly, the fair value of the position in the MLGIP is the same as the value of the
MLGIP shares. The MLGIP is rated AAAM by Standard and Poors. As of June 30,
2012, the County’s investments, for both custodial and credit risk purposes, consisted
solely of shares in the MLGIP. This investment is hot deemead to have either risk and
s In conformity with the County's pelicy relating to minimal credit rigk of investments.
The Pool is managed as a Rule 2a-7 pool. Therefore, the County faces no interest
rate nsk.

Fiduciary Fund Investments: The Caroline County Employees Pension Plan, Other
Postemployment Benefit Plan, Fireman's Length of Service Award Program {LOSAF)
Plan, and Retiree Health Care Fund are autharized to invest in common stocks,
corporate bonds and any other securities in varying propoertions when and for as long
as, in the opinion of the respective Plan Trustees, prevailing market and economic
considerations indicate that it is in the best interest of the respective Plan ta do so.
Notes @ and 10 present the details of these plans.

Interest Rate Risk

The following schedule presents the interest rate risk for fiduciary fund types
{increasing interest rates decrease the value of the bonds) based on maturity of
the bonds held.

Maturities

Cash and equivalents $1.003.747
Less than 1 year 855114
1-5 years 3,299,182
5-10 years 2,174 500
10-15 years 5687 S44
15-20 years -

Total $ 7710087

Foreign currency risk

It is the County's policy to minimize foreign currency risk by limiting foreign
asset investments for the Employees' Pension Plan and the OPEB Trust. The
total exposure to foreign currency risk as of June 30, 2012 was $100,181 and
$150,271 for the Employees' Pension Plan and the OPEB Trust, respectively.
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Cash Deposits and Investments (cantinued)

B. Component Units
At yaar-end, the carrying ameount of the deposits of the Board of Education, a
discretely presented component unit, was $2,257,344 and the bank balance was
32 149 827. At year-end, all of the Board's deposits were fully covered by Federal
depository insurance and/er collateral pledged in the Board's name.
At year-end, the carrying amount of the deposits of the Caroline County Public Library,
a discretely presented component unit, was $26,433 and the bank balance was
$41,931, all of which was covered by Faderal depository insurance.
At year-end, the Board of Education’s investment balances were as follows:
Investment Typa Fair Value
Maryland Local Government Investment Pool $ 10,534 578
At year-end, the Caroline County Public Library's investment balances were as follows:
Investment Type Fair Value
Marylznd Local Government Investment Pool $ 704,456
Receivables

The County's real property tax is levied each July 1 on the assessed values certified as of that
date for all taxable real property located in the County. Assessed values are established by
the Maryland State Department of Assessments and Taxation as predetermined percentages
of estimated market value, Payments are due by September 30. Beginning October 1,
interest is charged each month on taxes that remain unpaid. At the owner’s option, taxes on
owner-cccupied residential property may be paid on a semiannual basis, the second haff of
the taxes being due December 31 with a 1.65% service and administrative fee. Properties
with definquent taxes are sold at pubiic auction in June of each year.
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interfund transactlons

As of June 30, 2012, interfund receivahles and payables that resulted fram various interfund
transactions were as foliows:

Interfund Interfund
Receivable Payable

Primary government:

General Fund -3 385,223 % 321,145
Special Revenue Funds:

OJP Grant Law Enforcement 507 -

Drug Task Force - 4,906

CDBG - 117,359

Emergency Management Grant - 135,115
Total Special Revenue Funds 507 257 380
Capital Projects Funds:

Capital Improvemants 72262 98,025

Capital Reserve 438,560 30,240
Total Capita! Projects Funds 510,822 128,265
Agency Funds:

Tax Sale Proceeds - 84
Enterprise Funds:

Broadband Supply - 189,678
Component units:

Board of Education 543,995 543,995

Board of Library Trustees 486 496
Total Component Units 544 491 544 491

$ 1441043 §  1.441.043
= B —————_—— e C ————— " ST
Most frequently, interfund receivables and payables are used by the County to cover
temporary cash deficits in individual funds until grant funds are recsived. Occasionally, these
receivables and payables are used in lieu of short-term external borrowing.
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Interfund transactions {(continued)

Interfund transfers represent a transfer of resources from one fund to another without
expectation of repayment. During the fiscal year ended June 30, 2012, gperating transfers
were made between the following funds to help defray costs incurred in those respective
funds. A summary of interfund transfers by fund for the year ended June 30, 2012 s as

follows:

Transfers In Transfers Cut

General Fund $§ 1007114 3 230,233
Special Revenue Funds:

State Agricultural Land Preservation - 20,000

4-H Park 29,704 -
Total special revenue funds 29,704 20000
Capital Projects Funds:

Educational Facilities - 100,000

Capital Improvements 73,000 -
Total capital projects funds 73,000 100,000
Enterprise Funds:

Basic Life Support - 875,176
Taotal enterprise funds - 675,176
Private purpose trust funds:

Retiree Health Care 127 438 -

QPEB Trust - 211,938
Total private purpose trust funds 127,439 211,938
Total $ 1237347 § 1237347

wﬁ

g0



THE COUNTY COMMISSIONERS OF CARCLINE COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2012

Capital assets

Caroline County

Cap'ital asset activity for the fiscal year ended June 30, 2012 was as follows:

Beginning Transfer / Ending
Balance Increases Decreazes Balance
Goyammental sctivities:
Capital assets, not depreciated:
Land 13,085,598 § - 3 (182,087) $ 123513511
Mon-depreciable infrastructure 17,052 4974 - - 17,062 574
{onstuction in prograss 1730 429 g21.004 {2,125 750) 255 683
Total capital assets, not depreciated 31, 870.001 551 004 {2 307 837 30222 168
Capital assets, depraciated:
Infragtructure 22 508 453 701538 1,797,151 25,007 143
Buikdings 28.118.026 40615 - 28,158 G641
Improvements 3,254 TE7 231,838 - 3526625
General capital assets 4,537 875 - {18,363 45618212
Yehicles 2,058,542 - - 2,059,542
Machinery and equipment 12 035 151 141,250 {157 938} 11,978 471
Tolal capital assets, depreciated 72 653 634 1.115.251 1.579.849 75 348 734
Less. accumulaled depreciation for:
infrastrusture (16,455 542} (717,671} - {17173.213)
Buildings {13,126,105) {(¥84,522) {15.910.627)
Improvements (974 270 {394 425) - {1,368 695)
{3eneral capital assets £3.062,272) {234,531 14,716 (3,282 087)
Vehicles {1.772,119) {80,251) - {1,852 370)
Machinery and eguipment (7 570 B44) {551.418) 190,148 {8242 214}
Total accumulaied depreciation (44 951 252} (3072 818 204 BE4 {47 829 206}
Total capital assels,
depreciated, nat 27 K82 382 {1,957 567) 1,784713 27519528

Governmental activities capital

asgets, nel F 59571383 § 51 3055631 3 5523!1241 § 57 ?415696

Business-type activities:

Capitaf assets, depreciated:

Building and improvemenis 456 BA1 % 56413 % - 3 512,284
Less: accumuiated depreciation for:
_Buildings and improvements {120.267) {45,904) - (167271}
Tatal capital agsets,

dapreciated, net 335 514 0 508 345023
Business-type achivities capital

assets, net 3 335514 § 9508 3 - & 345023
mﬁm%—%
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Capital assets {continued}

Caroline County (continued)

Non-depreciable infrastructure consists primarily of road-base and rights of way.

Depreciation expense was charged to functions/programs cf the primary govemment as
follows:

Governmental Activities:

General government $ 790,264
Public Safety 975,367
Fublic Works 959,003
Health 3,427
Recraation and culture 208,874
Conservation of natural resources 45 883
Total deEreciat'mn expense - Gaovernmental Activities 3,072 818
Business-type Activities:
Broadband Supply $ 46 407
Public works 497
$ 45,904
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Capital assets (continued)

Discretely Presented Componant Units

Board of Education

Capital asset activity for the Board of Education for the fiscal year ended June 30, 2012 was

as follows:
Beginning Transfers / Ending
Soyernmental Activities Baiance fncreases Decreases Balanca
Capital assets, not depreciated:
Constrection in progress § Z7806ETZ 3 208420 $ (27806672} % 208,420
Land - 182 (a7 - 152 087
Tolal capital assets, nof depraciated 27 B0G BT 380 507 {27 506 672} 390 507
Capital assets, depraciated;
Buildings and improvemants 75,8093 775 2300 428 27.715,404 106,003 807
Furniture and equipmeant 1,208 850 207 045 87 268 1,603,163
Saftware 608,357 - - 608 357
Vehicles 1537728 106,913 {37 G0ad) 1,607 038
Total capital assels, depreciated 7o 248 M1 2 704 386 27,768,068 108,722 165
Less: accurnulated depreciation for:
Buildings and improvements {25,274 736) {1,878 177) - {27,150,913)
Fumniture and equipment {912,882) {54 985) - {977 848)
Software {497 205} {40,615 - (537 821)
Vehicles {811,773 {145 6143 9401 (847 .886)
Total accumulated depreciation [27 494G 576) {2 127 393 g.401 [29.614 H568)
Tetal capital assets,
depraciated, net 51,752 135 576,993 27 778,468 83107 597
Governmental sciivities capital
asscts, nel $ TO65E807 % BE7 500 3 {28.203) $  80.498,104
Business-type activities:
Equipment 3 Q40473 & 27750 % (23,800 & Sd4q 423
Vehicles 36 745 - - 36 745
Total capital assels being
depreciated 977 218 27,760 {23 BOD) 981 168
Less accumulated depreciation:
Equipment (738.913) f61,578) 18,247 {782,244)
Vehicles {31 585 - - (31, 585)
Todal accurnulated depreciation (770 498) {81,578} 18,247 (813 829)

Buziness-lype activities capital

%—=

5

206720 %

(33828) § {5553 8 167,338
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6. Capital assets {continued)
Board of Education (continued}

Depreciation expense for the fiscai year ended June 30, 2012 was charged to governmeantal
functions as follows:

Administration $ 94 042

School management and support 23,287

Other instructional costs 1,890,564

Pupil transportation 86,524

Maintenance of plant 32,976

Total depreciation expense 3 2,127,393
Libra

Capital asset activity for the Library for the year ended June 30, 2012 was as follows:

Heqinning Ending
Balance Increases Decreases Balance
Capital assets:
Furmishings and equipment 5 818,307 % 71803 §  (249242) § 740,968
Yehicles 114,769 - - 114,764
{ easehold improvements 282,145 - - 282 145
Books and materials 1,241,726 114,386 {225,037) 1,131,085
2,556,957 186,289 (474,279) 2,268 967
Accumutated depreciation:
Furnishings and equipment {797,120) {21,283} 249242 {599,183
Vehicles {69,308) {16,874} - {106,282)
Leasehald improvements {38,947) {9,405} - {48 352
Books and materials {596 894) {153,563} 225037 (625,420
{1.622,269) {231,227} 474,279 (1,379,217)
Net capital assets $ 934,688 § {44,938) B - 5 889,750

Governmental activities depreciation expense was $231,227 for the fiscal year ended June
30, 2012,
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7. Long-term obligations

The County issues general obligation bonds and other indebtedness to pravide funids for the
acquisition and construction of major capital facilities. Indebtedness has been issued for

governmental activities. The following is a summary of the County's long-term debt
transactions for the year ended June 30, 2012;

Relirerments
Balance and Balance Current
Juky 01, 20114 Additions Repayments  June 30, 2012 Portion

Govemmaental aclivities:

Bonds and loans 3 376268835 % - P 3287149 % 34330886 $ 2610323
Unpaid vacation and sick

pay benefits 1,554,578 878,960 862 957 1,570,831 895,000
Accrued langfill liability 2,271,148 113,504 - 2,384 652 -
Dayspring Townhomes 2,530,583 - - 2,530 583 -

¥ 44083544 § 802464 § 4250106 § 40825902 § 3,505323

For the governmental activities, compensated absences are generally liquidated by the
General Fund and certain Special Revenue Funds.
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Long-term obllgations {(continued)

General long-term debt for governmental activities at June 30, 2012 is composed of the

following issues:

Date
Interest  Date  Series Original
Description Rates  Issued Maturgs Issue Qutstanding
Geaneral bonded debt:
2008 Public Improvement Bond 375-4.0% 20068 2022 0§ 12475000 9,075,000
200& Public Improvement Bond 150-4.50% 2008 2028 5,600,000 4,750,000
Refunding Band of 2009 2.0-4.375% 2008 2037 7.785 000 5,385,000
Public Improvemments Bond of 2008 1.80-6.10% 2008 2030 7,700,000 7.490.000
Public Improvements Refunding
Bond of 2014 2000% 2011 2016 3,736,000 3,125,000
State lpans:
Midshore Business & Tech. Park 0.000% 2007 - 3,057,529 3,057,529
Capital projects loans:
Chesapeake College 5900% 1994 2014 190,000 31,350
Chesapsaks College 5806% 2000 2020 535 000 275,000
Chesapeake College 3.500% 2003 2023 156,000 106,807
¥ 41,233 529 34,339 686
Other components:
Long-term porticn of unpaid
vacation and sick pay benefits 1,570,981
Accrued landfill liability 2,384 652
Long-term obligatons of Dayspring
Townhomes 2,530,583
§ 40825902
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Long-tenn obligations (continued)

The annual requirements to amortize all general bonded debt and loans (excludes Midshore
Business & Tech Park) at June 30, 2012 are as follows:

GZovernmental Activites

Fiscal Year Total
Ending June 30 Pringipal Interest Eequirement
2013 $ 2610323 § 1140964 $ 3,751,287
2014 2,452 615 1,081 452 3,534,077
2015 2,545,807 1,022,130 3,547,937
2018 2.668 206 959,598 3,627,804
2017 1,933 605 883,039 2,826 644
2018 1,984 061 821,426 2815487
2019 2,004,517 742352 2,746 868
2020 2,099,972 665,751 2,765,723
2021 2,145,485 583,095 2,728,580
2022 2,260,945 485 416 2,756,414
2023 1,231,568 425 082 1,656,630
2024 1,135,000 371,964 1,508,964
2025 1,080,000 319,554 1,398,554
2026 1,085,000 268,139 1,363,139
2027 1,080,000 213,239 1,303,239
2028 1,075,000 157 934 1,232,834
2028 £95,000 102839 797,639
2020 715,000 61,616 775,616
2031 80,000 19,156 79.156
2032 60,000 16,756 78,756
2033 80,000 14,281 74,281
2034 85,000 11,731 78,731
2035 65,000 5,969 73,968
2036 70,000 6,125 76,125
2037 70,000 3,063 73,063

$ 31,282,157 § 10405461 $ 41587618

The County received loans from the Department of Housing and Community Deveiopment, a
state agency, which were used by an agent to construct housing for low-income families {the
Dayspring Townhomes project). Development, construction and equipping of the project was
financed in part by a long-term mortgage in the amount of $2,530,583 {as of June 30, 2012)
from the DHCD. The related deed of trust note calls for interest at a rate equal to the
Maryland State Bonds which were issued to provide the funding for the program. Repayment
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Long-term obligations (continued)

of principal and any accrued interest are deferred in perpetuity until the occurrence of any of
the following events:

The project is no longer used to provide housing for low income households;

The refinancing, sale, transfer or conveyance of the project;
Any encumbrance of the project without prior written consent of the DHCD; or

Any avent of default.

aoow

The amount of repayment is limited to the lesser of the outstanding balance on the notes or
the amount realized through sale of the property. The County cannct be required to pay any
additional amaounts.

On January 22, 2002, the Gounty executed a promissory note to the Maryland Department of
Business and Economic Development in the amount of $160,000 to enable the County to
finance the creation of a Business Development and Support Center. The note is interest-
free, and repayment of the loan was forgiven as the Center was operated as required until the

maturity date in 2012.

On March 7, 2003, the County executed two promissory notes to the Maryland Department of
Business and Econamic Development (DBED) totaling $1,500,000 to enable the County to
finance the development of an industrial park in Ridgely, Maryland. On July 24, 2007, the
County entered into an amended agreement with DBED, wheraby the loans were released
and DBED provided an additional $1,000,000 in financing to the County, for a total of
$2,500,000. On December 30, 2009, DBED invested another $557,529 and an amended and
restated investment agreament was entered into. The new funds are io be used to further
develop the Midshore Business and Technology Park in Ridgely, Maryland and will be repaid
as lots are sold and/or leased. There is no fixed matunty date, but the State can require
immediate repayment of the entire outstanding principal, plus interest should a default occur.

On December 22, 2009, the County issued its "Pubiic Improvements Bonds of 2009°, which
are taxable Build America Bonds. These bonds provide for a 35 percent federal subsidy on
the total interest payments. The interest is paid to the County on a semi annual basis
cormesponding with the interest payment dates to the bondholders. The interest requirements
for this band in the accompanying schedule of maturities are shown at the gross amount. The
remaining federal subsidy totals $1,757 382 through the fiscal year ended June 30, 2030.
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Long-term obligations (continued)

Board of Education

The long-term lease obligations of the Board of Education of Caraiine County are reported in
note 11 - Leases.

Retirament Plans

The County maintains or participates in certain retiremant plans which provide benefits to its
employees. The various plans and its participants are outlined below:

Employees Plan
Board of Education Maryland State Retirement and Pension Systems
Library Maryland State Retirement and Pension Systems
Caroline County:
Elected offictals Maryland State Retirement and Pension Systems
Election officiats Maryland State Retirement and Pension Systems
Sheriff's Deputies Maryland State Law Enforcement Officers’
Retirement System {LEOPS)
Appointed officials and Defined Contribution Deferred Compensation
certain employees Plan
Alt other county employees Caroline County, Maryland Employees’
and certain appointad officers Pension Plan

Caroline County Commissioners Deferred
Compensation Plan
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Ratirement Plang {continued)
Caroline County, Maryland Employees’ Pansion Plan

Flan description

All of the County’'s permanent employees who work at least 20 hours a week {excluding
Library and Board of Education employees, and elected and certain appointed officials)
participate in the above-titled plan, which is a single-employer, defined benefit plan. The Plan
is administered by M & T Bank. A stand-alona Actuarial Valuation Report is issued annually, a
copy of which may be obtained from the Office of Human Resources located at 403 South 7"
Street in Denton, Maryland. The plan does not issue a separate, audited GAAP-basis pension
plan report,

All employees are eligible to participate in the Plan immediately upon employment {appointed
officials upen the 57 year of their anniversary date of emptoyment). Under the provisions of
the Plan, pension benefits vest 0% for the first five years of service, 50% at the end of the fifth
year of service, and an additional 10% at the end of each year until 100% vesting occurs after
yoar ten (10). Employees hired pricr to September 16, 1897 are 100% vested with five years
of service. Employees may retire when they have 30 years of servica (25 years for palice and
public safety employees), or when they reach age 62 and have 5 years of service, and receive
henefits equal to the following formula: 1.6% of the participant's final average earnings
multiplied by the participant’s years of credited service.

A member may retire with reduced benefits after attaining age 55 with 20 years of service or
age 50 with 10 years of service. Police and public safety officers may retire early after age 50
and 20 years of service. Also, the pension plan provides for certain death benefits.

Related party investments

During the fiscal year, and as of June 30, 2012, the Plan held no securities issued by the
County or other related entities.

Funding poficy

The County pays for the total cost of the Plan; no contributions are required of members. The
County is required to contribute at an actuarially determined rate, using the entry age normal
cost funding method, applied on an aggregate basis; the current rate is 17.32% of annual
covered payroll.

Funding status and progress

As of July 1, 2011, the most recent actuanial vaiuation date, the plan was §3.24% funded. The
actuarial acorued liability was $21,620,655 and the actuarial value of assets was $14,105,2583,
resulting in an unfunded actuarial accrued liability {UAAL) of 37,515 412, equal to 106 45% of
annual covered payroll. The schedule of funding progress is presanted in the required
supplementary information following the notes to the financial statements.
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Retirement Plans {continued)
Caroline County, Maryland Employees’ Pension Plan {continued)
Annual Pension Cost and Net Pension Cbligation

The County's annual pension cost and net pension obligation to the PERS (Public Employees
Retirement System) for the current year were as follows:

Annual required contribution (ARC) $ 1121819
fnterest on niet pension obligation {218,414)
Adjustment to annual required contribution 246,656
Annual pension cost 1,150,061
Contributions made {875,000
Decrease in net pension prepaid 275,061
Net pension ebligation/{prepaid) at beginning of year {2,912,189)
Net pension obiigation/{prepaid) at end of vear 2,637 128

The annual reguired contribution for the current year was determined as part of the July 1,
2011, actuanal valuation using the entry age normal cost funding method. The actuarial
assumptions included (a) 7.5% investment rate of return {net of administrative expenses) and
{b} projected salary increases of 3.5% per year. The assumptions did not include
postretirement benefit increases. The actuarial vaiue of assets was determined using
techniques that smooth the effects of short-term volatiiity in the market value of investments
over a four-year period. The unfunded actuarial accrued liability is being amortized as a level
percentage of projected payroll, using a closed period, level dollar amortization method. The
remaining amortization peried at July 1, 2011, was 24 years.

Trend information

Historical trend information for the County PERS is presented below:

Net
Annual Percentage Pension
Year Ended Pension of APC Cbligation/

June 30, Cost (APC}  Contributed  (Prepaid)

2010 $ 846597 91.90% $ (3.097,934)
2011 $ 960745 80.67%  $(2,912,189}
2012 $ 1,150,081 76.08% ¥ (2,837,128)

K




THE COUNTY COMMISSIONERS OF CARCLINE COUNTY
NOTES TO THE FINANGIAL STATEMENTS
June 30, 2012

Retirement Plans {continued)
Maryland State Retirement and Pension Systems

The State of Maryland provides the following retirement plans in which certain County
employees are participants:

Employees Retirement and Pension System — (Employaes System)
Teachers Retirement and Pension System — (Teachers System)
Law Enfarcement Officers’ Pension System — {LEOPS)

The following groups of employees participate in one of the statewide contributory systems of
the State of Maryland:

Board of Education - reguiar employees Empioyees System

Board of Education — teachers Teachers System
Library Teachers System
Caroline County:
Election officials Employees System
Etected officials Employees System
Certain retired personnel Employees System
Sheriffs’ deputics LEOPS

Plan descripticn

The Employees Systemn, the Teachers System and LEGPS are multiple-empioyer, cost
sharing, defined benefit public retirement systems sponsored by the Maryland State
Retirement and Pensions System and were created by the Maryland General Assembly, The
State Retirement and Pension System of Maryland issues a publicly available comprehensive
annual financial report that includes financial statements and required supplementary
information. That report may be obtained by writing to: State Retirement Agency of Maryland,
120 East Baltimore Street, Baltimore, Marytand 21202.

A member may retire with full benefits after 30 years of creditable service (25 years for
LEOFS) regardiess of age or at various ages with specified years of aligibility service for
reduced benefits. Annual service retirement allowances are paid monthly to retired members
in acecordance with allowance options selected based on average final compensation.
Participants terminating from the retirement system prior to specified retirement age are
refunded their accumulated contributions plus eamed interest or may defer receipt of
accumillated contributions until age 80. Participants and their beneficiaries may also be
eligible for disability and death benefits based on years of creditable service and average final
compensation.

The State Personnel and Pensions Article requires active members to contribute to the
Systems at the rate of 5% or 7% (8% for LEOFS) of their covered salary depending upon the
retirement option selected. The combined State contribution rate for the year ended June 30,
2012 of 33.09% of covered payroll, is established by annual actuarial valustions.
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Retirement Plans {continued)

Empioyers' payroll covered under the plans
June 30, 2012 June 30, 2011 June 30, 2610

Payroll covered under plans:
County-MD retirement and pension § 1,487,791 % 1477935 % 1,454,425

Board of Education 35,359,702 38,007,682 37 664 864
Library 889,058 729,425 861,495
Pension contribution:
County:
MD retirement and pension 466,354 437 438 447 578
Percentage of ARC contribuied 100% 100% 100%
Board of Education:
On behalf by state 4 B65,665 4,503,330 4,449 995
By Board 712,603 727518 602,357
Percentage of ARC contributed 100% 36% B4%
Library:
On behalf by state 122 498 139,375 128,403
Percentage of ARC contributed 100% 6% 84%

Pension contributions made by the State of Maryland, on behalf of the County, the Board of
Education and the Library are recognized as both revenue and expenditure.

Deferred Compensation Plans

Certain appointed officials participate in a defined contribution deferred compensation plan
whereby the County contributes from 5% to 12% of salary to an account in the name of the
participating empioyee. In addition, the employee may contribute certain amounts to his
account under the plan subject to certain limitations.

Total contributions to this plan by the County were $41 486 for the year ended June 30, 2012

In addition, the County maintains a gualified retirement plan under Intermal Revenue Code
Section 457, This ptan allows merit employees to make contributions toward retirement. The
County made contributions of $37,321 to this plan for the year ended June 30, 2012.

The County has a contract with a retirement company under which the company manages and
administers the plans, serves as trustee to the underlying trust and advises the participants.
Cantributions {(employer and employee) are invested as selected by the employees. A
separate account is maintained for each participant.
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QOther postemployment benafits
Caroling County

Plan Description

The Caroline County Postemployment Benefits Trust Fund {the "Plan"} is a single-employer
defined benefit healthcare plan administered by the County. The Plan provides healthcare
benefits to eligible retirees and their surviving spouses and dependents. Chapter 48 of the
Code of Public Laws of Caroline County provides the authority to establish ang amend benefit
plans. Eligible participants inciude former employees of the County, and/or their surviving
spouse and dependents, with at least 20 years of service with the County, who are eligible for
and receiving pension benafits through the County's pension plan. Employees retiring with
State or other pension plans are ineligible. Under the terms of the Plan, the County pays the
cost of an individual membership for Medicare supplementary insurance coverage.
Participants in the Plan are responsible for paying all of their health care costs that exceed the
amount of the County’s contribution. As of July 1, 2011, the date of the |ast actuarial
valuation, approximately 41 retirees and their beneficiaries were receiving benefits, and an
estimated 173 active employees are potentially eligible to receive future benefits. The Plan
does not issue a separate audited GAAP-basis postempioyment benefit plan report.

Funding Policy

The contribution requirements of plan members and the County are established and may be
amended by the County Commissioners. Effective January, 2009, the County created the
“Other Postemployment Benefits Trust” (the “Trust”) in order to arrange for the establishment
of a reserve to pay promised future healthcare benefits for employee services that have
already occurred. The County intends the contributions to the Trust wil! qualify as
“contributions in relation to the actuarial required contribution” within the meaning of GASB 45
and that the Trust will qualify as a “trust or equivalent arrangement” within the meaning of
GASB 43 and 45, The County pays for the current cost of coverage on a pay as you go basis,
from the Retiree Health Care Fund. Far the year ended June 30, 2012, the County paid for
coverage for 41 retirees at a total cost of $247,720. The County made no contributions to the
Trust during the year ended June 30, 2012

Annual OPEB Cost and Net OFPEB Obligation

The County's annual other postemployment benefit {OFEB) cost (expense) is calculated
based on the Annual Required Contribution (ARC) of the employer, an amount actuarially
determined in accordance with the parametars of GASB Statement 45, The ARC represents
a level of funding that, if paid on an ongeing basis, is projected to cover normal cost each year
and amortize any unfunded actuarial liabilities {or funding excess) over a pericd not ic exceed
thirty years. The County pays postemployment heaith insurance benefits {normal cost} from
the Retiree Health Care Fund, not from the Trust.
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Other postemployment benefits {continued)

Caroline County (continued)

The following table shows the components of the County's annual OPER cost for the year, the
amount actually contributed to the ptan, and changes in the County's net OPEB obiigation:

Annual required contribution (ARC) $ 475,000
Interest on net OPER obligation {168,000
Adjustment to annual requirsd contribution 212,000
Annual OPEB cost 518,000
Contributions - pay as you go (247,720)
Contributions - trust -
Decrease in net OPEE prepaid 270,280
Net OPER obligation/{prepaid) at beginning of year {2,817 6511)

Net OPEB obligatinnfﬁgr&gaid! at end of year % 52,54?,331!

The County's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan,
and the net OPEB obfigation is as follows:

Net
Annual Percentage OPEB
Year Ended OPEB of ACC Obligation/

June 30, Cost (ACC) Contributed {Prepaid)

2010 $ 540,830 42.32% $ (2,960,687
201 ¥ 509,807 71.94% ${2,817611)
2012 $ 518,000 47 .82% P (2.547 331)

tunged Status and Funding Progress

As of July 1, 2011, the most recent actuarial valuation date, the actuarial accrued liability
(AAL) for benefits was $7,115,000, and the actuarial value of assets was $4,038,000, resulting
in an unfunded actuarial accrued liability (UAAL) of $3,079,000. The covered payrell {annual
payroll of active employees covered by the plan) was $7,060,145, and the ratio of the UAAL to
the covered payroll was 43 .61 percent.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts
and assumptions about the probability of cccurrence of events far into the future. Examples
include assumptions about future employment, mortaiity and the healthcare cost trend.
Amounts determined regarding the funded status of the ptan 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 multivear trend information about whether the actuarial value of
plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for
benefits.
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Other postemployment benefits {continued)
Caroline County {continued)
Actuariai Methods and Assumptions

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

In the July 1, 2011 actuarial valuation, the entry age normal cost, level dollar actuarial method
was used. The actuarial assumptions included a 6.0 percent investment rate of return. The
projected annual healthcare cost trend rate is 7.5 percent initially, reduced by decrements to
an ultimate rate of 5.5 percent after five years. The UAAL is being amortized over a closed
period of 24 years from July 1, 2011.

Board of Education of Caroline County
Plan Description

The Caroline County Public Schools Post-Retirement Medical and Life Insurance Benefits
Plan {the "Flan"} is a single employer defined benefit healthcare plan administered by the
Board. The Plan provides medical, prescription drug, dental and vision benefits to eligible
retirees, their spouses and eligible dependents. Al classes of employees are eligible to
participate in the Plan upon retirement. Participants must meet the eligibility requirements of
the Maryland State Teachers' pension system, which are age 55 with 15 years of service, age
62 with 5 years of service, and 63 with 4 years of service, age 64 with 3 years of service, age
65 with 2 years of service, or 30 years of service regardless of age. In addition, eligible
spouses and dependents desiring coverage through the eligible retiree's plan must be enralled
in the Plan immediately prior to the retiree's sffective date of retirement. As of November 1,
2011, the census date of the last actuanial valuation, approximately 307 retiress and their
beneficiaries were receiving benefits, and an estimated 632 active employees are potentially
eligible to receive future benefits.

Funding Palic

The Board provides dental and basic major medical insurance (Medicare supplementat
program for those over B5) for its retired employees. It is the Board's policy to pay 90% of the
cost of such benefits for eligible retirees and to make such coverage avaitable on a 100%
reimburserment basis for dependents, spouses and non-eligible retiress. Eligible retirees are
teachers who are under 65 years old and retired after July 1, 1977 with five years service in
Caroline County and classified employees who are under 65 years old and retired after July 1,
1981 with five years service in Caroline County. At age 65, eligible retirees with at least fifteen
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THE CCUNTY COMMISSIONERS OF CAROLINE COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2012

Other postemployment benefits (continued)

Board of Education of Carcline County {continued)
Funding Palicy {continued)

years of service will receive free Medicare Supplementary Program coverage, up to the dollar
amount of the current individual insurance allowance. The Board pays for the cost of these
benefits on a pay as you go basis. For the year ended .dune 30, 2012, the Board paid for
coverage of 297 retirges at a total cost to the Board of $1,590,514.

In May 2009, the Board created the Retiree Benefit Trust of the Board of Education of
Caroline County {the "Trust") in order to arrange for the establishment of a reserve to pay
promised future health and welfare benefits for employee services that have already occurred.
The Board intends the contributions to the Trust will qualify as "cantributions in relation to the
actuarial required contribution” within the meaning of GAS8 Statement Number 45 and that
the Trust will qualify as a "trust or equivaient arrangement” within the meaning of GASB
Statements 43 and 435,

Cantributions by the Beard are solely dependent on the governmental entities that provide
funding for the Board. Employee and retiree contributions are not permitted. The Chief
Operating Officer and the Comptroller are the trustees of the Trust with final authority in aif
matters partaining to the Trust.

i May 2009, the Board entered into an agreement with the Maryland Asscciation of Boards of
Education (MABE), together with certain member Boards of Education in Maryland, to
establish the MABE Pocled OPEB Investment Trust (MABE Pool) in order to pool assets of
the member Boards of Education for investment purposes only. Each member of the MABE
Pool is required to designate a member Trustee who is a trustee of the member trust. The
member trustee of the MABE Pool shail ensure that the MABE Pool keeps such records as
are necessary in order to maintain a separation of the assets of the Trust from the assets of
trusts maintained by other governmental employers, Assets of the member trusts are
reported in the respective Financial Report using the economic resgurces measurement focus
and the accrual basis of accounting under which expenses are recorded when the liability is
incurred. Employer contributions are recorded in the accounting period in which they are
earned and become measurable. Investments are reported at fair value and are based on
published prices and quotations from major investment brokers at current exchange rates, as
available. The Pool issues a publicly available audited report. The report may be obtained by
writing to the Trust Administrator, Maryland Association of Boards of Education, 21 Ridgeiy
Avenue Suite 300, Annapofis, MD 21401,

The Trust prohibits any part of the Trust to be used for or diverted to purposes other than
providing benefits to participanis and beneficiaries under the Plan. The Trust provides that in
no event will the assets of the Trust be transferred to any entity that is not a state, a political
subdivision, or an entity the income of which is excluded from taxation under Section 115 of
the IRS Code.
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THE COUNTY COMMISSIONERS OF CARCOLINE COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2012

Other postemployment benefits (continuad)

Board of Education of Caraline County {continued)
Annual OPEB Cost and Net OPEB Choligation

The Board's annual other postemployment benefits (OPEB) cost is calculated based on the
Annual Required Contributions (ARC}, an amount actuarially determined withini the
parameters of GASB Statement 45. The ARC represents a level of funding that, if paid on an
engoing basis, is projected to cover normal cest each year plus any unfunded liability
amortized over a pericd not to exceed thirty years. The net OPEB obligation at the beginning
of the fiscal year is $12,919,609. The Board pays post retirement medical benefits (normal
cost) from the General Fund, not from the Trust.

The following table shows the components of the Board’s annual OPER cost for the year, the
amount actually contributed to the Plan, and changes in the Board's net OPEB obligation:

Annual required contribution (ARC) $ 6419000
Adjustment to annual required contribution {12,000
Annual OPEB cost 6,407,000
Payments tc retirees from general fund (1,550, 514)
increase in net OPEB obligation 4 856,486
Net OPEB obligation at beginning of year 12,919 609
Net CPEB c:-bl'rgati-:::n at end of year $ 17.776,0485

The Board's OPEB cost, the percentage of annual OPEB cost contributed to the Plan, and the
net OPEB cbligation was as follows:

Annual Percentage Net
Year Ended OPEB of AOC CPEB
Jung 30,  Cost (ACC) Contributed  Obligation

2010 $ 6,032,000 24.63% § 8726415
2011 $ 6,032,000 30.48% $12,919,609
2012 $ 6,407,000 24.20% $17,775,095

Funding Status and Funding Progress

As of November 1, 2011, the most recent actuarial valuation date, the actuarial accrued
irability (AAL) for benefits was $79 million with $279,000 in actuarfal value of assets, resulting
in an unfunded actuarial accrued labiality (UAAL) of $78.8 million. The annual payrall of active
employees covered by the Plan was $35 million and the ratio of the UAAL ta covered payroll
was 44.9%. As of June 30, 2012, there were $807 thousand in net assets.
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
NOTES TO THE FIMANCIAL STATEMENTS
June 30, 2012

Other postemployment bensfits (continued)

Board of Education of Cargiine County {continued)
Funding Status and Funding Progress {continued)

Actuarial valuations of an oengoing plan involve estimates of the value of reported amounts
and assumptions abecut the probability of events far into the future. Examples include
assumptions about employment, mortality, and the healthcare cost trend. Actuarniaily
determined amounts are subject to continual revisions 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, is designated to present multi-year trend information about whether the actuarial
value of plan assets is increasing or decreasing over time relative ta the actuarial acerued
liabilities for benefits.

Actuzrizl Methods and Assumptions

Projections of benefits for financial reporting are based on the substantive pfan and include
the types of banefits provided at the time of each valuation and the historical pattern of
sharing benefit costs between the employer and Plan members to that point, The projection
of benefits for financial reporting purposes does not explicitly incorparate the potential effects
af legal or contractual funding limitations on the pattern of cost sharing between the employer
and Plan members in the future. The actuarial methods and assumptions used include
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued
liabilities and actuarial value of net assets, consistent with the long-term perspective of the
calcuiations.

in the November 1, 2011 actuarial valuation, the cost method used was the projected unit
credit, with linear praration to decrement attribution. The actuarial assumptions included a 4%
investment return per annum. The projected annual healthcare cost trend rate is 7% initially,
reduced by decrements to an ultimate rate of 3.8%. The UAAL is being armortized ovar
twenty-seven years based on = level percentage of projected payralis.
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2012

10, Fiduciary segment Information

Following zre a combining Statement of Net Assets and Statement of Changes in Net Assets
for all County administered employeae benefit plans:

Employee Benefit Trusts
Employees’ QOPEB Reliree
Pansion Plan LOSAP Toyst Heslth Care Totals
ASSETS:
Cash and cash equivalents 3 415608 %5 625924 § 42866 § 29260 F 1013747
Investments at fair valua:
Fixed income 6457 964 - 2976084 - 0434 048
Equily funds 7 E23 022 - 1,061 579 - £ 985,001
Total investrnents at fair valus 14 380 986 - 4 038 063 - 18,419 045
Total assels 14,756 684 J_E':_I!E,QE_-E 4,08{],928: 249 260 19,432,796
LIABIITIES:
Accounts payable - - - - -
Cue to other funds - - - - -
Dus to participants - - - -
Total liabilities - . .
NET ASSETS:
Held in trust for parficipants P 14706684 § 635824 § A40B0G28 § 20260 § 10432795
Addibons;
Cornibutions:
Plan sponsor ] B79.000 % - L - 127439 § 1002429
Employee - - - 50,154 50,1514
Met realized gain on saie of securities - - 096,976 - 95,976
Intgrest dividends and gaing 549,719 5,608 142 682 21 £28 080
Taolal addiions 1424719 5,608 2348 658 177,671 1 847 656
Beductions:
Benefits paid 802,003 106,502 - 163,756 1,171,281
Transfers out - {110,000 211 938 - 101,838
Administrative fees HE 627 - 12,342 33456 102 425
Unrealized depreciation in asset value w8 3T - : {29 520) - 515,850
Total deductions 1,505 000 {4 498} 194 760 107 212 1,862 474
Changs in net assets {BO 281 10,106 44 295 (14,541) {44,518}
Met assets, beginning of year 14 876 965 515 818 4 035,030 48 31 15477 614
Net assets end of year 3 147965884 § 525924 § 14,030,923 $ 9760 % 19432796
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
NOTES TQ THE FINANCIAL STATEMENTS
June 30, 2012

Leases

Excluding Board of Education

The County has several operating leases for office space, office equipment and site rental.
Lease payments for the fiscal year ended June 30, 2012 totaled $97,920. These loases
expire at various dates through 2017,

At June 30, 2012, the County has contractual agreements requiring the following annual rentat
payments:

Fiscal Year Ending June 30

2013 5 82,217
2014 56,724
2015 38,953
2016 11,916
217 3,507

3 183,317

The County has entered into a lease with the Maryland Rural Development Corporation for
building space in Greensboro, Maryland. The property is being used by the Library for its
MNorth County branch. This tease requires monthly payments beginning Aprit 1, 1895 of
$1,142 until March 31, 2025. The Library will pay these amounts from funds appropriated to it
from the County. The lease may be renewed at expiration with no obligation for future rent.
Total lease payments paid during the year ended June 30, 2012 were $13,704.

Future minimum |lease payments over the next five years are as follows:

Fiscal Year Ending June 30

2013 ¥ 13,704
2014 13,704
2015 13,704
2016 13,704
2017 13,704
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THE COUNTY COMMISSIONERS OF CARCLINE COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2012
Leases (continued)

Board of Education

The Board has entered into non-cancelabie leases which transfer ownership at the end of the
lease. Thus, the Board has recorded the tease obligations and the related assets in the
appropriate funds.

Capital lease obligations at June 30, 2012 consist of the fallowing:

Building lease, bank, non-cancefable uniess funds are not
approprizted; interest at 5.1%; payable in annual installments of
$80,924, including interest through 2018 $ 409,437

Energy equipment, bank, interest at 4 78%. payable in semiannual
installments of $47,080, including interest through 2017 450,702

Vehicle lease, interest at 5%; payabte in semiannual installments of
$38,289, including interest through 2012 37,453

Vehicle lease, interest at 6,35%; payable in monthly installments of
$876 through July 2011 and $729 through July 2012, including
interest through 2012 725

Vehicle lease, interest at 6.4%; payable in monthly installments of
$803 through August 2012 and $1,114 through August 2013,
including interest through 2012 13.645

Energy equipment, bank, interest at 3.818%; payabie in annual
instailments ranging from approximately $42,000 to $470,000
through Cctober 2025 2,841,000

$ 3,752 962
e ——
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THE COLNTY COMMISSIONERS OF CARQLINE COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2012

Leases (continued)

Board of Education

Future minimum lease payments under these capital leases are as foliows:

Fiscal Year Ending June 30

2013 3 436,271

2014 385,819

2015 422 257

2018 434 986

27 445516

2018 - 2022 2,001,983

2023 - 2027 596,152

4,733,050

Less amounts representing interest §80,088
Present value of net minimum lease payments 3 3752962

Interest expense on the above capital leases was approximately $171,700 for the year ended
June 30, 2012,

The following is a summary of the changes in capital |leases for the year ended June 30, 2012,

July 01, 2011 Additions Fayments June 30, 2012

Capital leases {ih % 4227928 % - 3 474966 § 3,752,962
[t - On (he govemment wide statements, beginning nel assets and beginning captal kases have been restaled by $500,K4.

The cost of items acquired under capital lease arrangements, as included in capital assets
and construction in progress, tetaled $5 899 349 and the related accumulated depreciation
was $915 791 at June 30, 2012

The Board leases administrative copy machines and computer equipment over a five-ysar
term. These leases are classified as operating leases.

Approximate future minimum fease commitments are as follows:

Fiscal Year Ending Jung 30

2013 $ 311,000
2014 218,000
205 204,000
2016 100,000
2017 42 000
2018 10,000

Rent expense under these leases totaled approximately $247 000 for the year ended June 30,
2012,
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2012

Risk management

The County is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters, The
County has joined the Local Government Insurance Trust {LGIT) ta handle potential losses.
LGIT is a consortium of Maryland local governments, created to provide insurance coverage
and services to Maryland local government. The County continues to carry commercial
insurance for alf other risks of loss, including worker's compensation and employees’ health
and accident insurance. The County purchases health insurance from a provider through a
modified retrospective rating arrangement agreement. The County is a member of the
Eastern Shore of Maryland Educational Cansortium Health Insurance Alliance {the Alliance}, a
public entity risk pool operating as a common risk management and insurance program for
health insurance coverage. It is intended that the Alliance be self-sustaining through member
premiums. The podling agreement allows for the pool to make additional assessments to
make the pool seff-sustaining. Callable deficits, which are paid to the Alliance to cover
potential shortfafls, are 8% of total premiums. Currently, the Alliance keeps on hand 16% as a
recommended conservative reserve. All funds held by the Alliance are restricted to being
used only for health care expenses. Settled claims resuiting from these risks have not
exceedad commercial insurance coverage in any of the past three fiscal years.

Subscribers of coverage by LGIT share in the risk among participants of the pools. As a
result, the County's annual premium requirements will be affected by the loss experience of
the various insurance peols in which it participates. The County may be required to make
additional assessments from time to time. These amounts would be recorded as an
expenditure when they are probable and can be reasonably estimated. Conversely, favorable
performance of certain insurance pogls may result in reduced premiums.

Landfill closure and postelosure cate costs

The County has a 24.72% financial interest in Mid-Shore Regional Solid Waste Facility, which
is owned and operated by Maryland Environmental Service (MES). The Landfills are located
on the eastern shore and is shared by four counties. Under the Waste Disposal Service
Agreement between MES and the County, in the event expenditures should exceed revenues.
the County is obligated to cover the deficiency in proportion to its financial interest, however,
to date additional funding from the County has not been required nor does management
anticipate it.

In December 2010 the Mid-shore | landfill located in Talbot County accepted its last trash and
in January 2011 the Mid-shore Il landfill was opened for commercial business. As of June 30,
2012, total closure and post closure care costs were estimated at approximately $23.5 million,
with approximately $5.8 million attributable to the County. it is expected that these costs will be
funded from future revenues. MES has accrued and reported as a long-term liabiiity at June
30, 2012, a portion of these costs, $9.6 miflion, determined by the estimated useful life of the
Landfilis,
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THE COUNTY COMMISSIONERS OF CARQLINE COUNTY
NOTES TQ THE FINANCIAL STATEMENTS
June 30, 2012

Landfili closure and postclosure care costs (continued)

MES has satisfied its financial assurance requirements based upon the local government
financial ratio tests of the project participants as of June 30, 2011. MES expects to satisfy
these requirements as of June 30, 2012 using the same criteria.

Due to inflation and changes in technology, laws, and regulations, estimated closure and post
closure care costs may change in the future, Financial Statements of the Landfill can be
obtainad from MES located at 258 Najoles Road, Millersville, MD 21108,

Commitments and contingencies

Leqal actions

There are various claims and suits panding against the County that arise in the normal course
of the County's activities. In the opinion of legal counsel and management, the ultimate
dispasition of these various claims and suits will have no material adverse effect on the
financial position of the County.

Federal and state funding

The County receives a substantial amount of federal and state funding. A significant
reduction in the current level of funding, if it were to ocour, may have an effect on the County's
programs and sarvices.

Contingent liability

The County has guaranteed a mortgage made by the Caraline County Humane Society, Inc.
In the event of a default by the Humane Scciety in the timely payment of its cbligations under
the mortgage, the County has agreed to make such payments as may be due following 2
notice of default to the County.

Required fund disclosures

The Commissary Account Fund had expenditures exceed revenues by $22 484 for the year
ended June 30, 2012 and ended the year with an ending fund balance deficit of $5,433.
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

YEAR ENDED JUNE 30, 2012

Yariance
Originat With Finai
Budget Final Budget Actual Budgeat
Ravenues:
Taxes — property:
Real and personal property, net 23573000 % 23573000 236836271 § 83271
Penalties, interest and fees 300,000 300,000 205,752 {4,248}
Tolal taxes - property 23 873,000 23,873,000 23,832,023 59,023
Taxes — income 10,300,300 10,300,000 11,088,210 788,210
Taxes — other local;
Recordation 1,200,000 1,200,000 877,234 {222 766}
Franchise tax 136,000 136,000 138,718 2,718
Mobile home 82,000 82,000 72,833 {9,167}
Total taxes — other local 1,418,000 1,418,000 1,188,785 {229,215}
Taxes — state-shared;
Highway users 185 267 195,267 185,215 {52}
Licenses and permits:
Liguor 583,000 &8 000 &7,802 {198}
Traders license 22000 22,000 20,985 {1,015}
Butlding permits 103,000 103,000 8,608 {34,362)
Other 14 500 14,500 8,950 {5,550}
Total licenses and permits 207 500 207 500 166,345 {41,155}
Intargovernmental revenue;
Grants from federal government:
Emergency management 57,000 67,000 87,113 113
MDA soil conservation grant 55,506 55,508 54 651 {AS5)
Other federal grants 1.000 1,000 3,804 2,804
Temporary food assistance 5000 8,000 7,800 2,800
MF3 soil conservation 43,158 43,159 - {43,158}
Federal disaster aid - - 282,382 282 383
Adult drug court grant 125,173 125,173 84,004 {36,169
Incremental grant 45 000 45,000 38,316 (8 684}
Total grants from federal government 341,837 341,837 543,071 201,234

g7
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THE COUNTY COMMISSIONERS OF CAROLINE CQUNTY

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
(CONTINUED)

YEAR ENDED JUNE 30, 2012

Yariance
Criginal Viith Firal
Budget Final Budget Actual Budget
Revenues {continued);
Grants from state government;
Equity grant 3 2131782 3% 2131782 % 2131782 % -
Folica protection 100,000 190,000 107,710 7,710
Tobaceco ang Teen Court 55,401 55,401 51,313 {4,088)
Family services grant 163,350 163,350 151,357 {11,893)
Juvenila Drug Court 62,306 62,308 58 496 {3,810)
Fire companies 206,536 208,534 208 628 2,092
Other 115,078 115,078 123,195 8,117
Total grants from state government 2,834 453 2,834 453 2,632,481 {1,972}
Other Grants;
Schoot Resource Officer Grant 140,000 140,000 140,081 a1
ther Grants - - 21,204 21,204
Total other grants 140,000 140,000 161,285 21,295
Charges for services:
General government 256 949 25G 949 212614 {44,335}
Public safety 435,000 435 000 329,791 {105,209)
Public works 129,000 128,000 173,679 44 679
Recreation charges 57,180 87,180 57,563 333
Heafth 10,000 10,800 10,242 242
Weed control 18,000 18,000 8,454 {8,546)
Total charges for services 905,129 906,129 793,343 {112, 786)
Misceallaneous revenues:
Interest 10,000 10,000 4,808 {5,182)
Rents 35,000 36,000 27,430 (8,570
Municipal infrastructure 23,048 23,046 23,046 -
Qthar - - 30,836 30,836
Total miscellanegus revenues 59,045 59,046 86,120 17,074
Total revepues - General Fund 3 40285232 § 40285232 3 40986 8B8 % 704 665

See Independent Auditor's Report
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
{CONTINUED;

YEAR ENDED JUNE 3¢, 2012

Variance
Original With Final
Budget Final Budget Actual Budget
Expenditures;
General government:
County commissionars 5 508,683 § 506797 % 802081 & {4,748)
Ethics commission 200 200 . {200)
Juvenile inter government grant 15,0600 15,000 15,000 -
Judicial:
Drug Court 126,173 125,173 88,004 {36,163
Juvenile Drug Court 52,306 52,306 58,188 {4,118}
Family services grant 184,017 181,017 170,356 {10,661}
Circuit Court 273,789 274 845 273,777 (1,068)
Crphan's Court 17 9856 17,555 18,188 193
State's attorney B3 825 6599 485 17 291 17,806
Total judiciai 1,359,105 1,360,821 1,326 804 {34,017}
Elections 312,080 312 080 74110 g62,030
State department of asseasments 245 000 245 000 245,176 176
Tax Office 274,718 274 858 256,198 (8,701}
Office of Finance 279,055 279,240 270,885 {B,355)
Legal services 181,580 182,373 218 033 35 660
Office of Human Resources 514,119 514,211 456 536 {27 .675)
Planning and codes administration 706,653 707,316 G687 522 {19,794)
General services 167,408 150,826 107,028 (43,788)
Town planning grants 12,500 12,500 12,600 -
Office of Technology 339,893 340,207 335,506 {701)
Total generat government 4 914 385 4,901,470 4 851,359 {50,111}
Public safsty;
Sheriff's department 2,529 737 2,530,081 2,434 804 {95,147}
Courthguse sacurity 254 7440 254 740 232 B37 {21,903
School Resource Officer 188,215 188 215 183,613 {4,602}
Tobacco and Teen Court Program 55 401 o5 401 585 732 33
Adult offender Cormm. Service 30,720 30,720 30,720 -
Fire protection 1,415,489 1,415,498 1,417,581 2,092
Coarrections 3,163,662 3,185,703 3,247 695 81,598
Emergency Services - admin. 231,079 231,734 226,510 {5,224)
Emergency Services - communicat, 1,242 985 1,242,995 1,174,141 {£8,854)
Emergency Services - med sarvices 2,188,827 2,203,223 2,313 255 110,032
Emergency Services - nsk mgrmi. 119,072 122,138 123,272 1.134
Animal controd 275,000 275000 275,000 -
Liguor licensing 17,170 17,170 8,737 {7433}
Total public safety 14,722,117 11,732,589 14,725,011 (7.578)
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
{CONTINUED)

YEAR ENDED JUNE 30, 2012

Yariance
Originai With Final
Budget Final Budget Actual Eudget
Expendifures {continued),
Fubiic works:
Administration 3 489247 §% 490385 § 559978 % £9 584
Central shop 5594 447 533 447 55054 {34 363)
Solid waste disposal 425 928 428 978 362 876 {67.052)
Johnsongrass 74,165 74 165 55,728 {18,437}
Maosguito control 65,830 85,630 71534 5704
Roads 1,386,634 1,386 634 1,429 145 42 512
County buildings 523742 523,742 479 275 {44 487
Total public warks 3,568,587 3,570,141 3.523822 {45,519)
Health:
Health Depariment 377803 377,503 377,903 -
Othar 74,845 74,945 4,935 {10}
Tatal health 452 848 452 848 452 838 {10)
Social services 131,382 131,362 133 412 2,050
Education;
Frimary education 12,289 444 12,299 444 12,290 444 -
Chesapeake College 1,478,104 1478104 1478104 -
Culinary school 2,500 2,500 2,500 -
Tolal education 13,780,048 13,780,048 13,780,048 -
Public iibrary 1,160,000 1,100,000 1,100,000 -
Recreation and parks 800,838 802,137 742 268 {53 BE9)
Arts 2000 5000 2,000 -
Congarvation of natural resaurces 335,242 335,242 290,726 {44,518}
Economit development 2432 B5G 242 B350 242 B850 .
Contingsney 142 580 142 580 40,863 {101,717}
Cabt service:
Principal 3,083,405 3,085 4035 3,081 118 {8,287}
Interest 1,126,286 1,126,266 1,118,515 {7,751)
Total debt service 42156 4215671 4,184 533 {16,038}
Total expendituras — General Fund 41,411,835 41,411,838 41,087 820 (324 308}

See Ingdependent Auditor's Report



THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
({CONTINUED)

YEAR ENDED JUNE 30, 2012

Yardance
COriginal With Final
Budget Final B Actua Budqet
Other financing sources {uses):
Transfer in from;
Educational facilities 3 100,000 100000 % 104,000 -
Fire service calls - - 35,341 35341
Basic life support 575,000 575,000 G638 835 G4 B35
Capital reserve 450,000 450,000 - {450,000}
State agriculturaf land preservation 20,000 20,000 20,000 -
QFEE trust 202,500 202 500 211,938 9,438
Transfer out to:
4-H park {29,754} (29,794} {29,754) -
Capital improvements {73,000} (73,000} {73,000} -
Reliree health care {118,000} {118,000; {127 439 9,439
Tatal other financing sources (uses) —
General Fund 1,126,708 1,128, 708 776,881 {348 835)
Total expenditures and other financing
SOUFCES (USSS) 40 285 232 40,285 237 410,310,749 25517
Net change in fund balances & - - 3 676,138 % 676,139

See Independent Auditor's Report
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
BUDGETARY COMPARISON SCHEDULE - SFECIAL REVENLUE GRANTS FUND

YEAR ENDED June 30, 2012

Yatance
Original With Final
Budget Final Budget Actual Budget
Revenues;
Intergovernmental revenues $ 1,422 510 § 1,422 510 % 930,976 § {482 534)
Expenditures;
Economic develepment 1,422 510 1,422 510 939,574 {482,534}
Revenues over {under} expenditures % - 3 - 3 - 3 -

See Independent Auditor's Report
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THE COUNTY COMMISSIONERS OF CARCLINE COUNTY

SCHEDULE OF EMPLOYER CONTRIBUTIONS-
CAROLINE COUNTY, MARYLAND EMPLGYEES' PENSION PLAN
June 30, 2012

Year Annual
Ended Regquired Actual Shortfall f
dune 30, Contribution Contribution {Excess)

2003 3 430,436 $ 500,000 5 {59, 564)
2004 $ 602,272 $ 570,000 3 a2.2v2
2005 5 740178 b 667,200 5 728978
2006 $ 902,230 2 2,000,000 $ {1,087.770)
2007 3 885,884 % 1,500,000 ] {914,118)
2008 $ 1,007 677 3 1,500,000 $ {492,323)
2009 B 958 878 $ 1586832 [ (587.854)
2010 $ 788,301 3 778,000 $ 10,301
2011 3 B34 55V ] 775,000 3 158 567
2012 B 1,121,819 3 875 000 L 246 819

ta} Includes $387.832 sent to Maryland State LEOPS Plan in lieu of transfer from county plan for
swom officers’ transferring on 7/4/08.

See Independent Auditor's Report
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
June 30, 2012

Budgets and Budgetary Accounting

Farmal budgetary accounting is employed as a management control for most funds of the County,
except fiduciary funds. A legal budget is not adpoted for the OJP Grant Law Enforcement,
Dayspring Townhomes, MEAF Revolving Loan and Revolving Loan. The budgetary financial
schedules included in required supplementary information include the General Fund and Special
Grants Fund, a major special revenue fund, as required. Budgetary comparison schedules for all
arnually budgeted Special Revenue and Capital Projects Funds are included in Other
Supplementary Information. The basis for budgeting is the modified accrual basis, excluding
certain expenditures such as compensated absences, which results in non-GAAP basis. All
annual approprations lapse at fiscal year-end.

The legal level of budgetary control (that is, the level at which expenditures cannot exceed
budgeted appropriations) is at the department level. However, with proper approval by the County
Commissioners, budget transfers can be made. The budgeted financial statements represented
in this report reflect the final budget authorization, including all amendments made by the County
Commissioners. There were no material viciations of the annual appropriated budget for the fiscal
year ended June 30, 2012.




Other

Supplementary
Information
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
COMBINING STATEMENT OF CHANGES N ASSETS AND LIABILITIES
AGENCY FUNDS

YEAR ENDED JUNE 30, 2012

Balance Salance
July 01, 2011 Additions Deductions June 30, 2012
Stata Property Tax Fund:
Assets:

Cash and cash equivalents 5 81663 % 2782091 % 2800135 % 43 619

Taxes and other receivables 9,855 3,164 B85 3,182 745 12,035
Total assets 3 71,558 % 5966976 & 590828380 & 55,654
%ﬁ%:

lIabilities:

Due to other governments $ 71958 § 3184885 $ 3200780 % 556554
Total liabilities 3 71588 % 2,184,885 § 3200789 3 55,654
e —T L — — —— s T S—
Town Property Tax Fund:

Assets:

Cash and cash equivalents 5 139631 % 47818 % 5121172 & 66 277

Taxes and other receivables 26,057 4,880 020 5 [H}2 953 22 124
Total assets 5 166686 § 10045838 % 10124126 % 88 401

Lizbilitizs:

Due to other governments ] 165,688 % 4999020 & 5076307 & 842 40
Total liabilities % 165,688 § 4999020 % 5076307 % 28,401
Hotel Rental Tax:

Aszets:

Cash and cash equivalznts 3 2608 % 34952 % 34 658 & 3,002
Total assets 3 2608 § 34062 % 34558 § 3,002
%:

Liabilities:

Accounts pavable % 2608 % 34952 % 34558 % 3.002
Total liabilities 3 2608 & 34,952 % 34558 3 3,002
Tax Sale Proceeds Fund:

Agzels;

ash and cash equivalents 3 33,454 & 931,490 % 036,828 § 28,115

Taotal assets b 33,454 § 9231490 % 936828 5% 28,115
Liabilities:

Accounts payable 3 33271 8 831,406 3§ 8935846 § 28,031

Dus to other funds 183 B4 183 84
Total lizbilities 3 33454 3 931490 3§ 835,829 & 28,115
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THE COUNTY COMMISSIONERS OF CARQLINE COUNTY

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES (CONTINUED,)

AGENCY FUNDS

YEAR ENDED JUNE 30, 2012

Balance Balance
July 01, 2011 Additions Dreductions Jung 30, 2012
Inmate Account:
Agsets;

{Zash and cash equivalents % 15512 & 141 974 5 1585024 % 23592

Total assets 3 15512 § 141874 § 166094 % 2,392
Liabilities:

De o participants 3 16812 & 141874 &% the 094 § 2,302
Total lighilitizs B 18,812 & 141874 & 1850584 & 2,382
Confiscated Properties Fund:

Asseis

{Cash and cash equivalents ] 26,757 % 15903 § 5838 % 368 822

Total assets 5 26,757 % 15902 % 5838 % 38 822
Liabilities:

Accourts payable 3 26757 § 15903 5 5838 3 35,822
Total lizbilities ] 26,757 ¥ 15803 % 5828 % 36,822
Bay Restoration Fund:

Assets:

{Cash and cash equivaients 3 19,088 % 254,330 % 255411 % 18,007

Total asgets . 3 19.088 % 254,330 3 255411 % 18,007
Lizbilities;

Due to other gavernments 3 19,088 % 264,330 % 255411 % 18,007
Total iahilites 3 19088 % 254330 % 255411 % 18,007
Public Drainage Association;

Asscts:
Cash and cash equivalents ] 357,367 % 106619 3 g4 005 % 368 981
Total agsets 3 357,367 % 106619 3 84005 % 365,981
Liahilities:

Due to property owners 3 357,367 % 106618 5 g4.005 % 355 981

Total lizbilities 3 357,387 & 106618 % 54005 $ 389,581
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THE COUNTY COMMISSIONERS OF CARCLINE COUNTY
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES (CONTINUED)
AGENCY FUNDS

YEAR ENDED JUNE 30, 2012

Balance Balance
July 01, 2011 Additions Deductions June 30, 2012
Homw Bullder Guaranty Fund
Assets
Cash and cash eguivalents ] 150 § 1400 % 1360 § 200
Tolai gssets % 150 $ 1400 § 1,350 § 200
%
Liabilities:
Due to other govermnments $ 150 % 1400 % 1,350 § 200
Tolal ligbilities ¥ 150 3 1,400 § 1,360 § 200
e e ——————— ————e T ——eeeeee——
Total Agency Funds:
Assets
Cash and cash eguivalents $ 656,230 5 9316578 % 9404393 $ 568,415
Taxes and othar receivables 35,852 8,183,805 8,185 658 34139
Tolal assets 3 692182 § 17500483 5 17590091 &% 6802 574
e ————  — =X —
Liabilities:
Accounts payable $ 62636 § 982261 % gv7.042 % 67.855
Due o property owners 357 87 108619 84,005 269,981
Due to ather funds 183 84 183 84
Due to other governmeants 256, 484 8439635 8,533,857 162,262
Due to participants 15,512 141,874 166,084 2,382
Total lizbilities ] 692182 § 8670573 % 97680181 § B2 574
==En=%,=
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TRE COUNTY COMMISSICNERS OF CAROLINE COUNTY

COMEINING STATEMENT OF NET ASSETS
OTHER PROPRIETARY FUNDS

June 30, 2012

Recreation

Pragrams Public Works Totals
ASSETS:
Current asseats:

Cash and cash equivalents 8 45815 § 23921 § 70,735

Aceounts receivable 123,581 &7 5680 191,151
Total current assets 170,396 91,501 261 897
Moncurrent assets:

Capital assets, net - 28,353 28,353
Tatal assets 170,396 120,854 281,250
e — — — — e e pe——
LIABILITIES:

Cumrent liabilities:
Accounts payable and
accrued expenses 53,340 1,846 55,186
Deferred revenua 14 487 - 14, 467
Current portion of Io_ng-term debt - - -
Total current lizbilities &7 807 1,846 &9 653
Noncurrent liabilities:

Long-term debt - - -
Total liabilities 67,807 1,846 69,653
MNET ASSETS:

Invested in capital assets - 28,353 25,353

Unrastngted 102,588 80 655 192 244
Total net assets _ ] 102582 % 119008 § 221,597
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
OTHER PROPRIETARY FUNDS

YEAR ENDELD Juns 30, 2012

Recreation
Programs Fublic Works Totals
Operating revanues:
Charges for services 3 187,308 % 863618 % 1,030,927
Other income 467,053 - 467 053
Total operating revenues 634,362 863618 1,487 880
Operating expenses;
Parsonnel zervices 365130 - 355,130
Operations and maintenance 316,680 814,263 1,130,952
Depreciation expense - 497 497
Total operating expenses 681,819 814,760 1,496 578
QOperating incorne {loss) {47 457} 48,858 1401
Change in net assets {47.457) 48,858 1,401
Met assets, beqinning of vear 150,045 70150 220,186
Net assets, end of year 3 102,589 3 119,008 % 221,597
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THE COUNTY COMMISSIONERS OF CAROLUINE COUNTY

COMBINING STATEMENT OF CASH FLOWS -
OTHER PROPRIETARY FUNDS

YEAR ENDED June 30, 2012

Recreation
Programs Public Works Totals
(Zash flows from operating activities:
Cash received from customers % 164,296 § 886,797 § 1,051,083
Cash received other 457 053 - 467,053
Cash paid to suppliers (305,462 {835,222} {1,140,684)
Cash paid to employees {365,130) - {365,130)
Net cash provided (used) by operating activities (39,243) 51,575 12,332
Cash flows fram capitai and related financing
activities:
Purchases of capital assets - {29,880) {25,850}
Met cash used in capital and related
financing activities - {29,850) {29,850}
Met increase (decrease) in cash and cash
gquivalents {38,243} 21,725 {17.518)
(-ash and cash equivalents, beginning of year 86 055 2186 88,254
Cash and cash equivalents, end of year ] 46,815 % 23921 & 70,736

Reconciliaion of gperating income (loss) to
net cash provided (usad) by operating activities:
Operating income {loss) 3 {47,457 % 48,858 § 1,401
Adjustments to reconcile operating income
{loss) to et cash provided {used) by
cperating activities:

Depreciation - 487 497
Decrease {increase) in aocounts receivabhe (6,8657) 23,179 16,522
Decrease {increase) in prepaid expenses 1,000 - 1,000
fherease (decreass) in accounts payable 10,227 (20,8599 {10,732}
increase (decrease} in deferred revenue 3.644 - 3,644
Net cash pravided {used) by operating activities $ {39,243) $ 51,575 § 12,332

. ____
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THE COUNTY COMMISSIONERS QF CAROLINE COUNTY
BUDGETARY COMPARISON SCHEDULE — CAPITAL IMPROVEWMENTS FUND

YEAR ENMDED June 30, 2012

113

Yariance
Criginal : With Firtal
Budget Final Bugdaet Actual Budget

Revenues:

Intergovernmantaf revenues $ 11552945 § 11562945 3 B36 Y17 $ (10,726228)

Miscellaneous revenues 39,108 38,108 1,782 {37,328)
Total revenues 11,602 053 11,602,053 835,499 {10,753 554}
Expenditures:

General government 9.628.000 2,628 000 253,180 {9,374,820)

Public safaty 287,000 287,000 15,374 (271,626)

Public works 5,125,536 5,125 536 659,920 {4,465 618)

Frimary education 1,701,793 1,701,793 1,627 683 {7d,110)

Public Library 7,900 7.500 - {7,500}

Recreation and parks 721,008 721,809 66,780 (655,129

Consarvation of natural resources 38,108 39,108 - {38, 108)
Tola) expenditures 17,510,846 17,510,846 2622 937 {14,887 908)
excess {deficiancy) of revenues

over expehditures (5,908,753 {5,908 793) (1,784,438) 4,124 3556
Other financing sources {uses):

Transfers in {out) 185,000 185,000 73,000 {112,000)

Fund balance re-sppropriated 35,000 35,000 - {35,000)

Froceeds from issuance of debt 5,688 793 5 888,783 - {5,688,793)

Praceeds from sale of capital assets - - 65,925 85,935
Totai ather financing sources {uses) 5,908 7493 5,808,783 138 935 {5,768 B58)
Net change in fund balances 3 - - (1645503 $  {1645503)




THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
BUDGETARY COMPARISCN SCHEDULE - CAPITAL RESERVE FUND

YEAR ENCED June 30, 2012

Variance
Crriginal With Final
Budget Final Bugdgat Actual Budget
Revenues:
Taxes ] 283605 3 283609 3 4602 % 20,593
Misceliansous revanues - - 1,421 1.421
Tatal revenues 283609 283,600 306023 22414
Expandituras:
Fublic safety - - 13,842 13.842
Fublic works 126,831 126,831 172,878 846 048
Public Library 2,500 2.500 11,050 8,550
Total expenditures 129,331 129 331 797771 G668 440
Excess (deficiancy) of revenues
over expenditures 154,278 164 278 {491 748) (548 026)
Other financing sources (uses):
Fung halance re-appropriated 295 722 295,722 - {295,722
Transfers in {oul) {450,000 {450,000) - 450,000
Net change in fund balances 5 - 3 - 5 {491,748) 3 491 748
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

BUDGETARY COMPARISON SCHEDULE — EDUCATIONAL FACILITIES FUND

YEAR ENDED June 30, 2012

Variance
Driginal With Final
Budget Finai Budgst Actual Budagst
Revenuges;
Taxres $ 100,000 § 100,000 % 46208 § {53,792}
Total revenues 100,000 100,000 46 208 {53,792)
Expenditures - - - -
Excess (deficiency) of revenues
over expendifuras 100,000 100,000 45,208 (53,782}
Other financing sources {uses):
Transfers in {out) £100,000) {100,000} {100,000} -
Net change in fund balances $ - $ - $ 53,792) § 53,792
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY
BUDGETARY COMPARISON SCHEDULE - SPECIAL REVENUE FUNDS

YEAR ENDED June 30, 2012

Variance
Criginal With Final
Burlget Final Budget Actual Budget
4-H Park:
Revanues:
Miscellanseous revenues ] 12,946 & 12946 % 14028 % 1,082
Expenditurss;
Recreation and culture 42,740 42 740 31,042 {11,698}
Other financing sources({uses)

Transfers in 29,794 29,784 28,754 -
Revenues over funder) sxpenditures 3 - 3 - ] 12,780 % 12,780
CDBG:

Revehuss:
Intergovernmental revenues $ 120000 & 120000 § 131269 % 11,2469
Expenditures:

Econcmic development 120,000 120,000 131,299 11,288
Revenues over (under) axpenditures 3 - 3 - 5 - i _. -
Dog Licenses:

Eevenues:
Licenses and permits 3 400 5 400 % 243 % {157}
Expenditures:

Public safety 400 400 243 (157)
Revenues over {under) expenditures ] - 3 - $ - ] -
Local Agricultural Land Preservation;

Revenues:
Taxes 3 10,000 % 10000 § 4500 % {5.500)
Expenditures;

General government 10,000 10,000 25,736 15,736

Revenues gver {under) expenditures b - 3 _ - 3 21,238 % 21,236
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THE COUNTY COMMISSICNERS OF CAROLINE COUNTY

BULGETARY COMPARISON SCHEDULE - SPECIAL REVENUE FUNDS

{CONTINUED)
YEAR ENDED Jung 30, 2012
Variance
Original With Final
Budqet Final Bugget Actual Budget
Slate Agricullural Land Preservation:
Revenyes;
Taxes 3 30000 % 30000 3 12,954 % {17,045}
Expenditures:
Gengral government 10,000 14,000 13,654 2,694
Other financing sources{uses):

Transfers out {20, 000} {20,000} {20,000} -
Revenues aver (under] expenditures $ - 3 - $ {20,740; $ 52{],?413!
Summerfest Fund:

Revenueas:
Miscellanaous revenues 3 BHN 3 IBS00 3 38,722 2222
Expenditures:

Recreation and culture 36,500 36,500 38,524 2,024
Revenues over funder) expenditures ¥ - $ - 3 128 5 198
Commissary Account

Eevenuas:
Miscellaneous revenues F 153400 § 183400 % 160,707 § 7,307
Expenditures;

Fublic safety 123,400 153,400 183,191 28,79

Revenues over iunderl exgenditures 3 - 3 - ¥ 22 484) § 22 484

117




THE COUNTY COMMISSIONERS OF CARGLINE COUNTY

BUDGETARY COMPARISON SCHEDULE — SPECIAL REVENUE FUNDS

{CONTINUED)
YEAR ENDED June 30, 2012
Variance
Criginal With Final
Budget Final Budget Actual Budget
Law Library.
Revanues:
Miscellaneous revenues % 13.000 § 13000 & 8920 % {3,080
Expenditures:

General government 13,000 13,000 22 312 0312
Revenues over {under) expenditures $ B - E (12,382) § {12,392}=
Critical Area Forestny:

Eevenues:
Miscallanaous revenues b 2000 % 2000 5 83 § {1,947}
Expenditures:

Miscellanegus 2,000 2,000 - {2,000
Revenues over (under) expenditures 3 % - b 53 § 53
Forest Conservation;

Revenues:
Miscellaneous revenugs 3 7500 % 7,500 % - 3 {7,500)
Expenditures:
General government 7,500 7.500 5218 {2,281)
$ - b 5219 % 5218

Eeavenues over §underl exEnditures 3 -
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THE COUNTY COMMISSIONERS OF CAROLINE COUNTY

BUDGETARY COMPARISON SCHEDULE - SPECIAL REVENUE FUNDS

(CONTINUED)
YEAR ENDED Jung 34, 2012
Wariance
QOriginal With Final
Budget Final Budget tual Budget
Emergency Management Grant;
Revenues:
Intergoverntnental revenues 5 227,848 % 227 848 223737 % {4,111}

Expenditures:

Public safety 227 848 227 B48 218,784 {8,059
Revenues over {under) expenditures $ - 3 - 3pd8 3 3,948
Business & Technology Park Fund.

Revenues:
Miscellaneous revenues 3 §5.000 % 65,000 - 5 (66,000)
Expenditures:

Economic development 85,000 65,000 3,407 {61.583)
Revenues over (under] expendituras % - 3 - {3,407} $ {3.407}
Bruyg Task Force:

Revenues:
Miscellaneous revenues 3 20,803 3 20,803 41397 {49,406}
Expenditures:

Public safety 50,803 90,803 76,042 {13,881)

Revenues gver (under) expenditures 3 - & - {35545 & (35,545)
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THE COUNTY COMMISSIONERS OF CARDLINE COUNTY
REVENUE AND EXPENDITURE DETAIL — HIGHWAY USERS

YEAR ENDED June 30, 2012

Revanue
State-shared taxes 185 215
Expenditures — public works:
General administration 559 979
Central shap 564,084
Highways and roads 1,429,146
Deht service:
Communications bond 60,020
Capitaf improvernent bands 169,699
General services 26759
Capital road expendiiures 670,573
Total expenditures — highway users 3,481,230

Excess (deficiency) of revenues gver expenditures — hi

2286115
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THE COUNTY COMMISSIONERS OF CARGLINE COUNTY
EXPENDITURE DETAIL — CONTINGENCY FUND
ACTUAL VS, BUDGET
{INCLUDED IN GENERAL. FUND}

YEAR ENDED Juns 30, 2012

Variance
Budgeted Arnounts With Final
Budgeted ling iterns: Actual Criginal Final Budget
Heousing Coordinator $ 8000 % G000 % 000 % -
MNon-budgeted line items:
MNetwork switch P O5000
Gas convection steamer 12,125
Court transcripts 2,738
DCS - Fuel supplement 15,000
34,863 138 580 136,580 101 717

Total eernﬁitures—Conﬁngency Fund 3 40863 § 142580 § 142580 % 101,717
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STATISTICAL
SECTION
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STATISTICAL SECTION

Thig part of Caroline County's comprehensive annual financial report presents
detailed information as a context for understanding what the information in the financial
statements, note disclosures, and required supplementary information says about the
Counlty's overall financial health,

Schedule #'s
Cateqory
Financial Trends 1.2 344

Schedules contain trend information to help the reader understand how
the County's financial performance and weil-being have changed over time,

Revehue Capacity 5.6 748

Scheduies contain information to help the reader assess the Counties most
significant local revenue source, properly taxes.

Dabt Capachy 91011 &12
Schedules present information to help the reader assess the affordability
of the County's current level of outstanding debt and ihe Counties ability to issue
additional debt in the future.

Economic and Demographic Information 13,14 & 15
Schedules offer economic and demographic indicators to help the reader
understand the environment within which the County's financial activities take place.

Operating Information 16,17, 18819
Schedules contain service and infrastructure data to help the reader
understand how the infarmaticn in the County's financial report relates to the
services the County provides.

Sources:. Unless otherwise noted, the information in these schedules is derived from
the comprehensive annual financial reports for the relevant year. The county
impiementad GASB 34 in the 2002 fiscal year; schedules presenting government-wide
information include information beginning in that year.
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Caroline County, Maryland

Assessed and Estimated Actual Value of Taxable Property
Last Ten Fiscal Years

Schedule 6
~ Fiscal Real f‘mparty

Year Real Property Total Total Personal Prop Corp & Utility Total

Ending Assessed Exempt Assessed Direct Assessed Assessed Assessed

June 30 Value Property Value Tax Rate(1) Value(2) Value Value
2003 $1,289527 8950 §141916,320 § 1,431,444 270 0.952 $ 2603660 381,712,210 $1,515765,140
2004 $ 1,369,556,131 § 155,009,606 $ 1,524,565,737 0.952 $ 2745980 §$80,789.360 $1.608,101,077
2005 $1.507.546,700 $161,741,759 51,669 288 453 0.952 $ 2,139,710 $75918,580 §1,747,346,758
2006  § 16835786842 $172,810,603 § 1,856,380, 245 0.910 $ 1219456 $69.448662 $1,927,057 363
2007 5 1,937,403,404 $185818,909 $2123222313 0.870 $ 593,030 § B3.BT7E104 §2 187,693 447
2008  § 2,168,863,864 §$ 202,709,094 §2371,572,958 0.870 1 - $ 49645980 §2421,218938
2009  §2410,0335900 $ 263,209,530 $2673,243,120 0.870 B $ 52,761,220 $2,726.004,340
2010 5 2604398 483 § 200,701,643 $2004100,132 0.870 3 - $ 52,024,290 §$2,956,124,422
2011 § 2,699,834,799 § 331,026,580 § 3,030,861,379 0.870 3 - § 50,250,650 §3,081,112,029
2012 5 2,663,868,995 § 343,455,225 $3,007.324,220 0.870 3 - $ 52,455,540 § 3,058,779,760

Source: Maryland State Department of Assessments and Taxation.

{1) This rate does not reflect the tax differential for properties located within incarporated towns

(2) Personal Property was phased out over a three year period ending in FYE June 2007

$3,250,000,000
$3,000,000,000
$2,750,000,000
$2,500,000,000
$2,250,000,000

Total Assessment

o $2,000,000,000

& $1,750,000,000 -

% $1,500,000,000
o $1,250,000,000

$1,000,000,000 |
$750,000,000 -|
$500,000,000 |

$250,000,000
§-

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Fiscal Year
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Caroline County, Maryland
General Fund Real Property Tax Levies and Collections
Last Ten Fiscal Years

Schedule 7
Fiscal % of Levy % of Current
Year Current Year Collected Collected Year Taxes
Ending Total Tax Taxes Collected During in Subsequent Total Collected
June 30 Levy in Year of Levy Year Years Collections Current & Prior
2003 $13,849,300 § 13778452 00.50% ] 21,084 $13,799 516 99.6%
2004  $14,566,520 $ 14,361,612 9860% $ 67,342 § 14,428,954 899.1%
2005 $15687,683 $§ 15613507 09953% § 57,038 515,670,545 90.9%
2006  $16,343,864 $§ 16,265635 99.52% § 69,586 316,335,221 89.9%
2007 517,540,340 § 17487694 99.70% & 25551 517,513,245 99.8%
2008 $19.128,522 § 19,093.410 9982% § 23,002 $19,116,412 99.9%
2009 $21,140.313 § 21,111,314 9986% § 19,368 §$ 21,130,682 100.0%
2010 22864872 § 22818426 9980% % 36,153 522,854,579 100.0%
2011 $23648637 $ 23588002 0974% § 30,544 $523,618,546 99.9%
2012 $23,790,344 $§ 23,729,788 99.75% § - 523,729,788 99.7%

Notes: Total collections does not include State and Municipality Taxes collected by the County.

Fishing at Martinak State Park
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Year

June 30,

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

U0 BN &R £ A U0 &S E5 B

General
Bonded Deht

27,261,378
25,541,549
23,632,268
21,881,937
32,670,814
36,950,715
34,342,274
40,171,174
37,626,835
34,339,686

Caroline County, Maryland
Ratio of General Bonded Debt Qutstanding

W & £ 0 00 0 9 2R 0 W

Last Ten Years
Schedule 10

(1)
Assessed
Value

1,289,527 950
1,369,556,131
1,507,546,709
1,683,578 642
1,837,403 404
2,168 B63 B64
2,410,033.590
2,604,398,489
2,699,834,799
2,663,868,995

A A T P L

(2)
Per

Capita

23.831
25,5685
26,409
26,111
26,148
28,303
28,904
30,389
30,527
31,282

Fatio
Met Bonded
Debt* to
Assessed
Value

2.11%
1.86%
1.57%
1.30%
1.69%
1.70%
1.42%
1.54%,
1.38%
1.28%

R = T R S e R I - I = S

Debt* to
Per

Capita

1,144
898
895
838

1,249

1,306

1,188

1,322

1,233

1,085

" Net General Bonded Debt is total debt less CDA Town Loans and Mila Loans in years prior to 2010
(1) Assessed Value is from Schedule §
{2) Per Capita is from Schedule 13

Ratio Net Bonded Debt® to Assessed Value

$1,500

$1,000 -

5500
-

F T S T s S
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Year

Ended

June 30 Principal

2003 ] 1,860, 233
2004 3 1,808,261
2005 -] 2,207 931
2006 § 1,686,230
2007 S 2,268,181
2008 ¥ 2185576
2002 ] 2,454 250
2010 % 2307 128

20011 § 2,489 600
2012 3 3,081,118

0 £ R 95 £0 B B B0 R

Carcline Caunty, Maryland
Ratio of Annual Debt Servica to Total Governmant Expenditures
Last Ten Years

Schedule 11
Interest & Total Debt
Fiseal Charges Searvice

1117255 % 2,985 488
1,055561 % 2,963, 822

951577 % 3,158 508

864182 3% 2,550 422
1070524 % 3,338 705
1,186,389 & 3,371 965
1,280,830 % 3,750,188
1,259,115 % 3,566,244
1485768 § 3,985,358
1,118,515 § 4,199,633

“Adjusled for refinance of bonds $5,035,592
** Adjusted for refinance of bonds $3,736,000

Ratio of Debt Service to Expenditures

000 g e _ o
8.00% | = == e
6.00% - N e
4.00%
2.00% --
0.00% L . .
& ® a P
W@ ‘L@ "1,@I q,Q'@’ (19*\"‘

9 65 w0 28 20 0 5 O R

Total
Gavernmeantal

Expenditures

35,688,229
33,167,585
40,358,201
44,883,217
58,491,368
56,544,020
51,078,626
49,822,610
45 362 241
46,426 416

Ratic of Debt
Sarvice 1o Total
Govarnmenta]

Expenditures

8.37%
8.44%
7.83%
5.68%
5.61%
5.86%
7.34%
7.16%
B.60%
9.03%
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Caroline County, Maryland

Computation of Direct and Overlapping General Obligation Bonded Debt

June 30,2012

Schadule 12
Percentage Amount
Cebt Applicabla Applicable

Folitical Subdivision Chatstanding To County” Ta County
Caroline County 3 34,335 BBG 100.00% § 24,339,686

Direct Debi 34,330,685 34,338 686
Caroline County Library - 100.00% -
Cargling County Board of Education 3,752 962 100.00% 3, 7520962
Town of Denton 2,200,216 100.00% 3,299,216
Town of Federalsburg 148 967 100.00%; 148,867
Town of Greensboro 338967 100.00% 339,967
Town of Ridgely 252,047 100.00% 552 047

tndirect Dabt 8,093,158 8,003 159
TOTAL 3 42,432,845 — 5

32432,845_

" Percentage determined by dividing the assessed value of the political subdivision within the

County by the total assessed vaiuation of the subdivisions. The valuation used is for the Tax Year 2010

Source: Primarily from debt schedules submitied by subxdivisions to the Caroling County
Tax Office. Individual jurisdictions with immaterial amounts of overiapping debt are excluded.
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Caroline County, Maryland

Major Employers FYE 6£30/2012
Schaduls 14
Percent of

Caroline County
Firmn Product/Service Employment Employment
Caroline County Board of Education Govermnmentl 842 5.52%
Solo Cup Cups and containers 5G7 371%
Benedicting Schoal Private School for exceptional children 403 2.64%
Caroline County Govermnment 245 1.60%
H&M Bay Refrigerated trucking 135 0.88%
Caroline Nursing Home Mursing carg 130 0.85%
Envoy Heaith Care Medical Servicas 108 0.69%
Medifast-Jason Pharmaceuticals Ing. Food Diet Industry 100 0.66%
Food Lion Groceries 100 0.66%
Tri Gas & Qil Metered gas, fual vil, appliances a5 0.82%
Saurce: Maryland Department of Business & Econamic Development
Brief Economic Facts hitp:/fwww.choosemaryland.org/orientation/profilesicarolinefindex_asp
and updated by Caroline County Staff.
Caroline County, Maryland
Major Employars FYE 6/2002 Parcent of

Caraline County
Flrm Product/3ervice Employment Employment
Interactive Marketing Service s-Commerce-catalogue and fulfiiment Co 920 5.80%
Caroline County Board of Education Government 786 4 OB
Solo Cup Cups and containers 600 3.78%
Benadictine School Frivate School for excaptional children 344 217%
Maryland Plastics Piastic tableware 284 1.79%
T Gas & O Metered gas, fuel oil, apphances 225 1.42%
Caroling County Government 179 1.13%
Choptank Electric Cooperative Electric Fower 175 1.10%
Burris Refrigeraled Services Transport of refrigerated food products 130 0.82%
Caroline Nursing Home Mursing care 15 0.73%

Note: We do not have complete accurate priar 10 year information so have used estimates from companies
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Year
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011

Source:

CAROLINE COUNTY , MARYLAND
Deposits of All FDIC-Insured Institutions
Operating in Caroline County

Schedule 15

(1) (2)
Bank Avg Sale Price
Deposits for a Single
(dollars in Millions) Family Home

304 5 130,279
322 158,225
336 197,171
357 230,096
383 258,464
406 232,821
409 166,815
3 164,697
396 159,950
389 134,500

(1) Federal Deposit Insurance Corporation Web Site
http./www?2 fdic.gov/sod/SODSumReporl.asp

(2) Midshore Realtor Association-Calendar Year
{3) Caroline County Tax Office-includes exempt property

30%
20%

-30%
-40%

Percentage of Change

10% -

0% -
-10% -
-20% |

(3)

Total Assessed

Property Valu
1,444,537 556
1.531,297,820
1.680,357,312
1,869,397,551
2,140,112,498
2,371,572,958
2,673,243,120
2,904,100,132
3,030,861,379
3,007,324,220

——BankDeposits
- < Awe Sale Price
Total ﬁssﬁqurupafty Valua
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Caroline County, Maryland
Mizcellaneous Slatistics
Juna 30, 2012 (Unaudited)

Schedule 19
Dale of Incorporation 1774 Board of Elgclipng-Source Local Election Staff
Form of Gavernmant Home Rula Regiztered voters at last general election
Area in Squara Miles a Number of votes cast last general election
Percentage of registersd voters voling
Population(1)
1970 19,781 Police Protection- Source Sheriff Budget Document
1680 23,143 LIniform Police Officers
1980 27,035 Number of Vehicles
2000 20772 Mumber of Offenses-Sheriff Dept (2)
2010 33,086 Traffic viclations {2}
Employees-Source Human Resources Records
Exempl 42
Full time 185
Fart time (FTE) 18 Detention Center-Source Annual Correction Report
Total 245 Detention Center Officers

Cournty Maintained Roads-Source Public Works Records

Paved 395
Unpaved 78
Total 477
Libraries-Source Library Staff
Number of Libraries 3

Educstien {Public)-Scurce BOE Admin Staff
Nurber of Schools

High Schoals 3
Middle Schools 2
Elementary Schools 5
Number of Parsonnel
Teachers 448
Adminisirators 48
Support 348
Other a
Mumber of students B.226
(1) 2010 Census

{2) Caroline County Budget Document

Average Dally Population {2)
Average Daily Work Release {2)

Firg Protection-Source Emergency Management
Number of Volunteer Stations
Mumber of Volunteer Members
Equipment
Enginas
Tankers
Aarial Units
Rescue Linits
Brush Units
Air Units (MD State Pdlice}
Mizcellaneous WHility Unils
Ambulance/Medic Units
Boat dive units
Command Vehicles
Cantean
Calls for Service- Fire/Rascus
Calls for Emergency Medical

County Cwned Recreation Facilities-Source Pks & Rec

Parks

Parks Acreage

Public Landings

Open Space Acreage Actively Maintained
Quantity of Public Boat Ramps

Special Use Areas and Tacilities

Acreage under Developmant for Public Use
Protected Park fand for Future Developmeant

145

17,596
13,286
75.50%

32
805
3,800

29
111

424

—

-
= O b~ h o 0 R RS D

880
4,658

150

103

45
113



