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INDEPENDENT AUDITORS' REPORT 

 
Board of Education of Kent County, Maryland 
Rock Hall, Maryland 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, each 
major fund, and the aggregate remaining fund information of the Board of Education of Kent 
County, Maryland (“the Board”), a component unit of Kent County, Maryland, as of and for 
the year ended June 30, 2019, and the related notes to the financial statements, which 
collectively comprise the Board’s basic financial statements as listed in the table of contents.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit.  
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 
Government 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 involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. Accordingly, we express no such opinion.  



 

 

An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities, each major fund, and 
the aggregate remaining fund information of the Board of Education of Kent County, 
Maryland as of June 30, 2019, and the respective changes in financial position for the year 
then ended in accordance with accounting principles generally accepted in the United States 
of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that 
management’s discussion and analysis, the schedule of revenues, expenditures and 
encumbrances – budget and actual – General Fund, the schedule of changes in the board’s net 
OPEB liability and related ratios, the schedule of investment returns, the schedule of the 
board’s proportionate share of net pension liability, and the schedule of board contributions 
(pension plan), as listed in the table of contents be presented to supplement the basic financial 
statements. 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 express an opinion 
or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance. 
 



 

 

Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Board of Education of Kent County, Maryland’s basic financial 
statements. The additional supplementary information, as listed in the table of contents, is 
presented for purposes of additional analysis and is not a required part of the basic financial 
statements.  
 
The additional supplementary information is the responsibility of management and was 
derived from and relates directly to the underlying accounting and other records used to 
prepare the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the basic financial statements or to the basic 
financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the additional 
supplementary information is fairly stated in all material respects in relation to the basic 
financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
September 30, 2019 on our consideration of the Board of Education of Kent County, 
Maryland’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, grant agreements and 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 
internal control over financial reporting or on compliance.  That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering the 
Board of Education of Kent County, Maryland’s internal control over financial reporting and 
compliance. 
 

 
Salisbury, Maryland 
September 30, 2019 
 
 



 

 

 

 
 

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT 

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

 
Board of Education of Kent County, Maryland 
Rock Hall, Maryland 
 
We have audited, in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of the governmental activities, the business-type activities, and each major fund of 
the Board of Education of Kent County, Maryland, as of and for the year ended June 30, 
2019, and the related notes to the financial statements, which collectively comprise the Board 
of Education of Kent County, Maryland’s basic financial statements, and have issued our 
report thereon dated September 30, 2019.  
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Board of 
Education of Kent County, Maryland’s internal control over financial reporting (internal 
control) to determine the audit procedures that are appropriate in the circumstances for the 
purpose of expressing our opinions on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Board’s internal control.  Accordingly, we 
do not express an opinion on the effectiveness of the Board’s internal control.  
 
A deficiency in internal control exists when the design or operation of a control does not 
allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, misstatements on a timely basis.  A material 
weakness is a deficiency, or combination of deficiencies, in internal control, such that there is 
a reasonable possibility that a material misstatement of the entity’s financial statements will 
not be prevented, or detected and corrected on a timely basis.  A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with 
governance. 
 



 

 

Our consideration of internal control was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control 
that might be material weaknesses or, significant deficiencies.  Given these limitations, 
during our audit we did not identify any deficiencies in internal control that we consider to be 
material weaknesses.  However, material weaknesses may exist that have not been identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Board of Education of Kent 
County, Maryland’s financial statements are free from material misstatement, we performed 
tests of its compliance with certain provisions of laws, regulations, contracts and grant 
agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts.  However, providing an opinion on compliance 
with those provisions was not an objective of our audit, and accordingly, we do not express 
such an opinion.  The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards.   
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the entity’s internal control or on compliance.  This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity’s 
internal control and compliance.  Accordingly, this communication is not suitable for any 
other purpose. 
 

 
Salisbury, Maryland 
September 30, 2019



MANAGEMENT'S DISCUSSION AND ANALYSIS
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THE BOARD OF EDUCATION OF KENT COUNTY 
Rock Hall, Maryland 

 

Management’s Discussion and Analysis (MD&A) 
June 30, 2019 

 
Our discussion and analysis of the Board of Education of Kent County’s financial performance 
provides an overview of the Board’s financial activities for the fiscal year ended June 30, 2019.  
Please read it in conjunction with the financial statements. 
 
The goal of MD&A is for the Board’s financial managers to present an objective and easily 
readable analysis of the Board’s financial activities based on currently known facts, decisions, or 
conditions. 
 
Financial Highlights 
 
The General Fund budget was increased by $2,425,266, or 8%, during the year from the originally 
adopted budget.  Amounts budgeted for unrestricted expense increased $92,275 and amounts 
budgeted for restricted expense increased $2,332,991. 
 
The General Fund fund balance decreased by $366,883 on a budgetary basis. 
 
Excluding revenues and expenditures related to restricted federal and state grants, the General 
Fund revenues exceeded the amended budget by $88,354; expenditures and encumbrances 
were $302,038, or approximately 1.10%, under the amended budget.   
 
Details of the General Fund budget variances can be found on page 50 of the financial statements. 
 
Basic Financial Statements 
 
 

Management Discussion & Analysis 

│ 

Government-wide Financial Statements ↔Fund Financial 
Statements 

Notes to the Financial Statements 
Required Supplemental Information 

 
The illustration above represents the minimum requirements for the Board’s external financial 
statements. 
 
Government-wide Financial Statements 
 
The government-wide perspective is designed to provide readers with a complete financial view 
of the entity known as The Board of Education of Kent County.  The financial presentation of this 
perspective is similar to a private sector business. 
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The statement of net position presents information on all of the assets and liabilities of the Board 
with the difference between the two reported as net position.  The statement of activities presents 
information showing how the Board’s net position changed during the most recent fiscal year. 
 
These statements measure the change in total economic resources during the period utilizing the 
accrual basis of accounting.  This means any change in net position is reported as soon as the 
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.  
Thus, revenues and expenses are reported in this statement for some items that will only result 
in cash flows in future fiscal periods (like earned but unused employee leave), or for which cash 
has already been expended (depreciation of buildings and equipment already purchased). 
 
The government-wide perspective is unrelated to budget and, accordingly, budget comparisons 
are not provided. 
 
Fund Financial Statements 
 
A fund is a group of related accounts used to maintain control over resources that have been 
segregated for specific activities or objectives.  The Board of Education of Kent County uses fund 
accounting to ensure and demonstrate compliance with finance-related requirements.  The 
Board’s funds are presented in two categories, governmental funds and fiduciary funds.  The 
Board of Education of Kent County does not operate any enterprise activities that are reported as 
proprietary funds. 
 
The measurement focus of these statements is current financial resources; therefore the 
emphasis is placed on the cash flows of the organization within the reporting period or in the near 
future.  Accordingly, the modified accrual basis of accounting that measures these cash flows is 
used.  In the case of The Board of Education of Kent County, open encumbrances are excluded 
from expenditures.  Additionally, the State of Maryland’s contribution to the teachers’ retirement 
system are added to revenue and expenditures. 
  
Budgetary presentation of individual fund financial information utilizing the current financial 
resources measurement focus and the budgetary basis of accounting is presented as part of the 
Required Supplementary Information.  In this presentation, available cash flows of the Board itself 
are measured, as well as the commitment to acquire goods or services with that cash.  Open 
encumbrances at year-end are included in the expenditures. 
 
This is the legal basis upon which the budget is adopted, so budget comparisons are provided.  
Governmental Accounting Standards (GASB) requires that we present the original adopted 
budget as well as the final budget, and discuss the changes between them. 
 
 

 Government-wide 
      Statements 

 
   Fund Statements 

            Budgetary 
      Fund Statements 

Measurement 
Focus 

       Economic 
       Resources 

Current Financial 
Resources 

Current Financial 
Resources 

Basis of 
Accounting 

 
Accrual 

 
    Modified Accrual 

Cash and 
Commitments 

Budget No No Yes 
 
The table above presents the differences in the presentation of the basic financial statements. 
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Fiduciary Responsibility – Trust and Agency Funds 
 
School Activity Funds 
 
The Board is the trustee, or fiduciary, for its student activity funds.  These funds are reported as 
a separate Agency Fund.  We exclude these activities from The Board of Education of Kent 
County’s other financial statements because the assets cannot be used to finance the Board’s 
activities.  We are responsible for ensuring the assets reported in the School Activity Funds are 
used for their intended purpose. The funds utilize a web-based accounting program that includes 
online payment options for parents. These funds are regulated by Board Policy and Procedures 
and are reviewed throughout the year by the Finance office and recommendations are discussed 
with applicable personnel as a follow up to the reviews. 
 
Retiree Health Plan Trust 
 
The Board is the trustee, or fiduciary, for its retiree health plan trust.  We exclude the activity from 
Kent County Public Schools’ other financial statements because the assets cannot be used to 
finance the Board’s activities.  We are responsible for ensuring the assets reported in this fund 
are used for their intended purposes.  
 
The Board of Education of Kent County as a Whole 
 
Table 1 
 

June 30, 2019 June 30, 2018 $ Change % Change

Current and other assets 5,429,504$     4,409,008$     1,020,496$     23.15%
Capital assets 17,627,210     18,529,139     (901,929)        -4.87%

Total Assets 23,056,714     22,938,147     118,567         0.52%

Deferred outflows of resources 617,274         667,599         (50,325)          -7.54%

Current and other  liabilities 4,235,363      2,874,161      1,361,202      47.36%
Long-term liabilities 23,484,781     23,230,339     254,442         1.10%

Total Liabilities 27,720,144     26,104,500     1,615,644      6.19%

Deferred inflows of resources 2,350,602      2,562,603      (212,001)        -8.27%

Net position:
Invested in capital assets 16,664,709     17,450,138     (785,429)        -4.50%
Restricted 130,406         161,902         (31,496)          -19.45%
Unrestricted (23,191,873)    (22,673,397)    (518,476)        2.29%

Total Net Position (6,396,758)$    (5,061,357)$    (1,335,401)$    26.38%
 

 
During the fiscal year ended June 30, 2019, the Board’s net position decreased by $1,335,401. 
The decrease is primarily attributable to depreciation expense, pension expense and OPEB 
expense recorded in the government-wide statement of activities only.     
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Capital assets are insured with the Maryland Association of Boards of Education Group Insurance 
Pool.  The capital assets are managed using Sungard Pentamation Fixed Asset software.  
Inventory is updated annually. 
 
The unrestricted net deficit at June 30, 2019 is $23,191,873. The significant decrease in 
unrestricted net assets is due to the rising long term obligation amount for the OPEB and the 
Board’s proportionate share of the net pension liability in the state pension system. The Board 
has the cash flow available to meet all current obligations.  
 
Table 2 
 

June 30, 2019 June 30, 2018 $ Change % Change

Charges for services 321,040$        261,078$        59,962$          22.97%
Operating grants and contributions 5,317,996       7,176,403       (1,858,407)      -25.90%
Capital grants and contributions 730,739          226,570          504,169          222.52%

Kent County 17,228,878     17,225,281     3,597             0.02%
State of Maryland 9,065,775       6,489,412       2,576,363       39.70%
Federal sources 5,704             73,853            (68,149)           -92.28%
Other 260,112          217,732          42,380            19.46%

32,930,244     31,670,329     1,259,915       3.98%

16,879,820     16,528,049     351,771          2.13%
1,341,961       1,148,289       193,672          16.87%

14,588,251     14,323,587     264,664          1.85%
1,455,613       1,254,929       200,684          15.99%

34,265,645     33,254,854     1,010,791       3.04%

(1,335,401)      (1,584,525)      249,124          -15.72%

Net Position Beginning (5,061,357)      (3,476,832)      (1,584,525)      45.57%

(6,396,758)$    (5,061,357)$    (1,335,401)$    26.38%

Revenues
Program Revenues

General Revenues

Total Revenues

Depreciation - unallocated

Net Position End of Year

Total Expenses

Change in Net Position

Expenses
Instruction and special education
Administration
Support services

 
Fund Performance 
 
Funds are self-balancing sets of accounts used by the Board to control and manage money for 
particular purposes.  As pointed out earlier, fund information is presented in two ways to satisfy 
two specific purposes. 
 
General Fund 
 
The following paragraph describes the additions made to the original budget, which were funded 
by a combination of supplemental appropriations from other sources and category transfers 
during the fiscal year. 
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The use of committed fund balance for facility repairs and textbooks was used.  Additional funds 
were received for out-of-county and non-public reimbursement.  Funds for restricted federal and 
state grants were increased.   
 
The total unrestricted budget was expended at 98.90%.  The variances in the end of year 
unexpended funds versus budgeted amounts are detailed by category on page 50 of the financial 
statements.  Expenditure changes between major categories occurred to accommodate school 
system priorities during the fiscal year.  
 
The Board and the County entered into a solar agreement which began in July 2012. The project 
is located on the school system’s Worton campus and currently contains five properties. The 
waterfall consists of Worton Elementary School, Kent County Community Center, Kent County 
Parks & Recreation, Transmitter Building, and Kent County High School. The school system then 
entered into another solar arrangement with the Town of Rock Hall in January 2013.  The Board 
of Education and Rock Hall Elementary School are both participants in this venture. The school 
system has recognized savings from this project. 
 
A schedule of changes between the original and final budgets for the year ended June 30, 2019 
is presented below.  The primary changes relate to funding for restricted federal and state grants.   
 

 

Original Budget Final Budget Total Change

Local 17,228,878$     17,228,878$     -$                    
State of Maryland 9,053,568        9,053,568        -                     
Federal  69,000             69,000             -                     
Other sources 220,000           250,000           (30,000)            
Restricted federal, state and other 2,115,970        4,448,961        (2,332,991)       
Prior year's fund balance 695,000           757,275           (62,275)            

29,382,416$     31,807,682$     (2,425,266)$     

Administration 1,104,297$      1,204,297$      (100,000)$        
Mid-level administration 1,728,231        1,673,231        55,000             
Instructional salaries 9,577,233        9,391,233        186,000           
Instructional texts and supplies 199,154           214,154           (15,000)            
Instructional other costs 757,492           782,492           (25,000)            
Special education 2,844,465        2,894,465        (50,000)            
Student personnel services 415,942           415,942           -                     
Student health services 352,000           353,000           (1,000)             
Student transportation 1,861,924        1,846,924        15,000             
Operation of plant 1,724,677        1,899,677        (175,000)          
Maintenance of plant 551,056           608,331           (57,275)            
Fixed charges 6,047,063        5,972,063        75,000             
Capital outlay 102,912           102,912           -                     
Restricted programs 2,115,970        4,448,961        (2,332,991)       

29,382,416$     31,807,682$     (2,425,266)$     Total Expenditures and Encumbrances

Revenues

Total Revenues

Expenditures and Encumbrances
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It is critical for the reader to understand that local and state revenues account for 99% of the total 
general fund revenue.  Both are stable and highly predictable.  Additional revenues are neither 
stable nor predictable, and usually are not budgeted in full in the original budget, but handled as 
adjustments during the year.   
 
Recurring, but unpredictable, are the E-rate rebates received from the Federal Communications 
Commission amounting to $59,266 for the year ended June 30, 2019.  Our intention is to continue 
to budget from this source to support technology. 
 
Food Service 
 
The Board’s food service program is a special revenue fund.  Increased staff costs and related 
expenses, along with the need to replace kitchen equipment, are ongoing trends of concern.  In 
fiscal year 2019, expenditures exceeded revenues by $9,774, resulting in a decrease in the 
program’s fund balance.  
 
The use of technology in inventory control and basic operations has resulted in tremendous 
improvements in managing the program.  The school system uses a number of best practices in 
its food service operations and uses certain performance measures to monitor the efficiency of 
its operations.  The system takes advantage of available USDA commodities and maximizes its 
participation in the National School Meal Program.   
 
The school system has a secure web-based software program that gives parents the convenience 
to pay for school meals and other activities online by using MySchoolBucks. This software 
integrates and updates to our current Meal Tracker program eTrition. This allows parents to track 
their child’s meal balance online. This program enabled the school system to collect online parent 
payments; improving collections and reducing loss of cash. Plans are ongoing to improve the 
service to parents and improve system efficiency. 
 
Other 
 
School districts in Maryland are in the uncommon position, as they are fully fiscally dependent on 
the state and county governments, of owning assets but not the debt associated with those 
facilities.  Accordingly, the Board carries no bond rating and does not have a debt policy. 
 
Capital Assets and Debt Administration 
 
Capital assets – By the end of fiscal year 2019, the Board had invested $57.5 million in a broad 
range of capital assets, including land, school buildings, athletic facilities, vehicles, and furniture 
and equipment.  Total depreciation expense for the year was approximately $1.5 million.  The 
Millington Elementary School located at 172 Sassafras Street in Millington, Maryland was 
transferred to the Kent County Government on June 28, 2019.  The net book value of the land 
and building was approximately $86,000 at that time.  More detailed information about capital 
assets can be found in Note 5 to the financial statements.   
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Long-term liabilities – At year end, the Board had $23,603,972 in long term liabilities of which 
$119,191 is due in the next fiscal year.  This amount consists of the following: 
 

 $20,094,376 in net OPEB obligation 
 

 $2,547,095 in net pension liability  
 

 $962,501 in a capital lease on buses 
 
 
Factors Bearing on the Board’s Future 
 
The most significant factors influencing the Board’s future are declining student enrollment trends 
and its impact on future funding.  
 
The use of fund balance, a one-time funding source, to balance the Board’s operating budget 
creates a long-term sustainability concern. Continuing to use fund balance in this manner 
presents a future burden for the Board to generate a similar level of funding in subsequent years.  
 
Additional factors that present challenges for the operating budget are that surrounding school 
systems consistently provide their employees with annual step increases in conjunction with a 
cost of living adjustment (COLA), underscoring the importance of boosting salaries to remain 
competitive. Other factors include increases in fixed costs, health care premiums, fuel and utilities 
that are beyond the Board’s control.  
 
The Maryland Commission on Innovation and Excellence in Education, known as the Kirwan 
Commission, was tasked with updating the State’s school financing formula.  Based on 
Commission recommendations, Senate Bill 1030 established The Blueprint for Maryland’s 
Future as current State education policy.  Mainly, the bill establishes specified programs and 
entities, provides funding of $255 million in FY 2020, and establishes a Maryland Office of the 
Inspector General for Education.  Though funding has also been mandated for FY 2021 and FY 
2022, the Commission has not yet clarified a future funding formula.  As the Commission’s work 
continues, its recommendations could affect the amount of State Aid we receive, in a positive 
way. 
 
During FY 2018, the Board implemented GASB 75.  Funding other post-retirement benefits 
(OPEB) in accordance with GASB 75 remains a concern.  GASB 75 is an accounting standard 
for all governmental agencies which addresses post-employment benefits, other than pensions, 
such as health care.  Under GASB 75 the District must recognize the present cost and liability of 
future health care that has been earned by current and retired employees.  There is no 
requirement to fund this obligation, however, it does become a liability against the Board’s 
assets as reported in the Government-wide Statement of Net Position.  Currently, health care 
expenses for retirees and active employees are expensed when paid.   This practice is 
expected to continue especially with the economic conditions our funding entities face at this 
time.  Whether or not this liability is funded in the future may affect our budget, and the bond 
rating of county and state governments.   
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During FY 2015 the Board implemented provisions of GASB 68, Accounting and Financial 
Reporting for Pensions.  GASB 68 requires the Board to report their proportionate share of the 
Maryland State Retirement and Pension System’s net pension liability.  The Board’s 
proportionate share is calculated by the System’s actuary and is reported as a liability on the 
Board’s Government-wide Statement of Net Position.  Currently, pension costs for retirees and 
active employees are expensed when paid.   
 
Contacting the Board of Education of Kent County’s Financial Management 
 
Our financial report is designed to provide our citizens, taxpayers, parents, and students with a 
general overview of the Board’s finances and to demonstrate its accountability for the money it 
receives.  If you have questions about this report or wish to request additional financial 
information, contact the Finance Office, (410) 778-7123, at The Board of Education of Kent 
County, Maryland.  



FINANCIAL STATEMENTS



BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

STATEMENT OF NET POSITION
June 30, 2019

Governmental
Activities

ASSETS
Cash and investments 3,647,516$    
Accounts receivable:

Federal funds from State of Maryland 391,000        
State of Maryland 619,142        
Local 388,632        
Other 346,035        

Inventories, at cost 37,179          
Non depreciable capital assets 783,197        
Depreciable capital assets, net 16,844,013    

TOTAL ASSETS 23,056,714    

DEFERRED OUTFLOWS OF RESOURCES
Pensions (see Note 6) 545,147        
Other post-employment benefits (see Note 7) 72,127          

TOTAL DEFERRED OUTFLOWS OF RESOURCES 617,274        

LIABILITIES
Accounts payable:

Vendors 1,141,257      
Due to other governmental units 6,389           

Accrued payroll 1,773,689      
Accrued payroll deductions and withholdings 179,225        
Other accrued expenses 308,553        
Accrued leave 29,320          
Unearned revenue 677,739        
Long-term liabilities:

Due within one year 119,191        
Due in more than one year 23,484,781    

TOTAL LIABILITIES 27,720,144    

DEFERRED INFLOWS OF RESOURCES
Pensions (see Note 6) 311,137        
Other post-employment benefits (see Note 7) 2,039,465      

TOTAL DEFERRED INFLOWS OF RESOURCES 2,350,602      

NET POSITION
Net investment in capital assets 16,664,709    
Restricted for:

Smith Estate 3,107           
Food service 127,299        

Unrestricted (23,191,873)   
TOTAL NET POSITION (6,396,758)$   

The Notes to Financial Statements are an integral part of this statement.
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Net (Expenses) 
Operating Capital Revenues and 

Charges for Grants and Grants and changes in 
Expenses Services Contributions Contributions Net Position

Governmental Activities
Current:

Administration 1,341,961$   -$              31,530$       -$              (1,310,431)$  
Mid-level administration 1,712,231    -                65,204        -                (1,647,027)   
Instructional salaries and wages 10,041,110   115,974 718,010       -                (9,207,126)   
Textbooks and instructional supplies 335,592       -                123,084       -                (212,508)      
Other instructional costs 1,009,418    -                236,015       -                (773,403)      
Special education 3,781,469    -                885,319       -                (2,896,150)   
Pupil personnel services 401,352       -                -                -                (401,352)      
Health services 299,450       -                1,947          -                (297,503)      
Pupil transportation 1,694,209    -                (5,033)         -                (1,699,242)   
Operation of plant 1,847,063    -                -                -                (1,847,063)   
Maintenance of plant 651,416       13,380 34,075        -                (603,961)      
Fixed charges 6,599,220    -                425,723       -                (6,173,497)   
Community services 57,527        -                57,527        -                -                
Capital outlay 91,959        -                -                730,739       638,780       
Food service 1,217,003    191,686       1,015,543    -                (9,774)         

Unallocated depreciation 1,455,613    -                -                -                (1,455,613)   
On-behalf Kent County contributions 208,032       -                208,032       -                -                
On-behalf State Retirement contributions 1,729,052    -                1,729,052    -                -                

Total Governmental Activities 34,473,677$ 321,040$     5,526,028$   730,739$     (27,895,870)  

General Revenues
Kent County Appropriations 17,228,878   
State of Maryland - unrestricted 9,065,775    
Federal sources - unrestricted 5,704          
Investment earnings 73,801
Miscellaneous 186,311       

Total General Revenues 26,560,469   

Change in Net Position (1,335,401)   

Net Position Beginning of Year (5,061,357)   

Net Position End of Year (6,396,758)$  

The Notes to Financial Statements are an integral part of this statement.

Program Revenues

BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

STATEMENT OF ACTIVITIES
Year Ended June 30, 2019
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Capital Nonmajor Total
General Projects Governmental Governmental

Fund Fund Funds Funds
ASSETS 

Cash and investments 3,534,635$    -$                   112,881$        3,647,516$   
Accounts receivable:

Federal funds from State of Maryland 351,760        -                     39,240           391,000       
State of Maryland 342,755        271,590 4,797            619,142       
Other Board of Education funds 118,846        -                     -                  118,846       
Local -                 388,632 -                  388,632       
Other 346,035        -                     -                  346,035       

Inventories, at cost -                 -                     37,179 37,179         

TOTAL ASSETS 4,694,031$    660,222$          194,097$        5,548,350$   

LIABILITIES AND FUND BALANCES
Accounts payable:

Vendors 575,639$       542,620$          22,998$         1,141,257$   
Due to other governmental units 6,389           -                     -                  6,389          
Other Board of Education funds -                 117,602            1,244            118,846       

Accrued payroll 1,771,871      -                     1,818            1,773,689     
Accrued payroll deductions and withholdings 179,086        -                     139               179,225       
Accrued leave 29,320          -                     -                  29,320         
Other accrued expenses 308,553 -                     -                  308,553       
Unearned revenue - Federal 656,040        -                     -                  656,040       
Unearned revenue - State 11,459          -                     -                  11,459         
Unearned revenue - USDA commodities -                 -                     313               313             
Unearned revenue - other 9,927 -                     -                  9,927          
TOTAL LIABILITIES 3,548,284      660,222            26,512           4,235,018     

COMMITMENTS AND CONTINGENCIES

FUND BALANCES
Nonspendable -                 -                     37,179           37,179         
Restricted -                 -                     130,406         130,406       
Committed 755,672        -                     -                  755,672       
Assigned 199,683        -                     -                  199,683       
Unassigned 190,392        -                     -                  190,392       
TOTAL FUND BALANCES 1,145,747      -                     167,585         1,313,332     

TOTAL LIABILITIES AND FUND BALANCES 4,694,031$    660,222$          194,097$        5,548,350$   

The Notes to Financial Statements are an integral part of this statement.

MAJOR FUNDS

BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
Year Ended June 30, 2019
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Total Governmental Funds Balances 1,313,332$     

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

Capital assets used in governmental activities are not
financial resources and therefore are not reported in the
funds 17,627,210     

Deferred outflows of resources not reported in 
the fund financial statements

  Pension (see Note 7) 545,147         
  Other post-employment benefits (see Note 9) 72,127           

617,274         

Long-term liabilities are not due and payable
in the current period and therefore are not
reported in the funds
   Capital leases (962,501)        
   Net pension liability (2,547,095)      
   Post-employment benefits (20,094,376)    

(23,603,972)    

Deferred inflows of resources not reported in 
the fund financial statements

  Pension (see Note 7) (311,137)        
  Other post-employment benefits (see Note 9) (2,039,465)      

(2,350,602)      

Net Position of Governmental Activities (6,396,758)$    

The Notes to Financial Statements are an integral part of this statement.

BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
Year Ended June 30, 2019
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Capital Nonmajor Total
General Projects Governmental Governmental

Fund Fund Funds Funds
REVENUES

County Appropriation 17,228,878$ 388,632$     -$              17,617,510$ 
State of Maryland 9,065,775    -                73,557        9,139,332    
Federal sources 5,704          -                919,056       924,760       
Restricted Federal revenues 2,137,727    -                -                2,137,727    
Restricted State and other revenues 458,605       301,590 -                760,195       
On-behalf Kent County contributions 208,032       -                -                208,032       
On-behalf State Retirement contributions 1,729,052    -                -                1,729,052    
Other sources:

Sales of food -                -                191,686       191,686       
Other 389,443       40,517 22              429,982       
TOTAL REVENUES 31,223,216   730,739       1,184,321    33,138,276   

EXPENDITURES
Current:

Administration 1,214,678 -                -                1,214,678    
Mid-level administration 1,712,231 -                -                1,712,231    
Instructional salaries and wages 10,041,110 -                -                10,041,110   
Instructional textbooks and supplies 335,592 -                -                335,592       
Other instructional costs 1,033,462 -                -                1,033,462    
Special education 3,781,469 -                -                3,781,469    
Student personnel services 401,352 -                -                401,352       
Student health services 299,450 -                -                299,450       
Student transportation 1,772,384 -                -                1,772,384    
Operation of plant 1,862,063 -                -                1,862,063    
Maintenance of plant 661,356 -                -                661,356       
Fixed charges 6,386,580 -                -                6,386,580    
Community services 57,527        -                -                57,527        
Capital outlay 46,963        715,304 -                762,267       
Food services 22,930        -                1,194,073    1,217,003    

On-behalf Kent County contributions 208,032       -                -                208,032       
On-behalf State Retirement contributions 1,729,052    -                -                1,729,052    

TOTAL EXPENDITURES 31,566,231   715,304       1,194,073    33,475,608   

Net change in fund balances (343,015)      15,435        (9,752)         (337,332)      

Fund balances, beginning 1,488,762    (15,435)       177,337       1,650,664    

Fund balances, ending 1,145,747$   -$              167,585$     1,313,332$   

The Notes to Financial Statements are an integral part of this statement.

MAJOR FUNDS

BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
Year Ended June 30, 2019
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Net change in fund balances-total Governmental Funds (337,332)$       

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

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

  Fixed asset additions 795,685         
  Current year depreciation (1,552,938)      

  Total (757,253)        

In governmental fund financial statements, loss from a 
sale or disposal of an asset are shown as a decrease in financial 
resources.  In government wide financial statements, gain or loss is 
calculated and reported. (144,676)        

Some expenses reported in the statement of activities do not
require the use of current financial resources and therefore
are not reported as expenditures in governmental funds.

  Increase in pension expense (11,011)          
  Increase in post-employment benefits (201,629)        

Repayment of capital lease obligations and long-term debt are 
expenditures in the governmental funds, but the repayment 
reduces long-term liabilities in the statement of net position. 116,500         

Change in net position of Governmental Activities (1,335,401)$    

The Notes to Financial Statements are an integral part of this statement.

BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
Year Ended June 30, 2019
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BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

STATEMENT OF FIDUCIARY NET POSITION
June 30, 2019

Retiree Benefit Agency
Trust Fund Funds

ASSETS

Cash and cash equivalents -$              151,461$     
Investments 1,150,698    -                

TOTAL ASSETS 1,150,698$   151,461$     

LIABILITIES

Accounts payable:
School activity funds payable -$              151,461$     

TOTAL LIABILITIES -                151,461       

NET POSITION
Held in trust for other post-employment benefits 1,150,698$   -$              

The Notes to Financial Statements are an integral part of this statement.
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BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
RETIREE BENEFIT TRUST FUND

Retiree Benefit
Trust Fund

ADDITIONS

Contributions:
Investment income 76,954$       

TOTAL ADDITIONS 76,954        

DEDUCTIONS
Administrative expenses 6,132          

TOTAL DEDUCTIONS 6,132          

Change in net position 70,822        

Net position held in trust for other post-employment
benefits beginning of year 1,079,876    

Net position held in trust for other post-employment
benefits end of year 1,150,698$   

The Notes to Financial Statements are an integral part of this statement.

Year Ended June 30, 2019
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Note 1.  Description of the Board of Education of Kent County, Maryland 
 
The Board of Education of Kent County (the “Board”) is empowered by Title 13A of the Code of Maryland 
Regulations to fulfill the elementary and secondary educational needs of students in Kent County, Maryland (the 
“County”). 
 
 Financial Reporting Entity 
 
The Board is the basic level of government which has financial accountability and control over all activities related 
to public school education in Kent County, Maryland.  The Board receives funding from local, State and Federal 
government sources and must comply with the requirements of these funding source entities.   
 
The Board is a component unit of Kent County, Maryland and is included in the County’s reporting entity.  This 
conclusion has been reached based on the following criteria: 1) the County is responsible for approving the Board’s 
budget and establishing spending limitations and 2) the Board cannot issue bonded debt, but the County can and 
does issue bonds to finance school system operations.  In addition, there are no component units which are included 
in the Board's reporting entity. 

 
Note 2.  Summary of Significant Accounting Policies 
 
The financial statements of the Board have been prepared in conformity with generally accepted accounting 
principles (GAAP) as applied to local government units.  The Governmental Accounting Standards Board (GASB) 
is the accepted standard-setting body for establishing governmental accounting and financial principles.   
 
The most significant of the Board’s accounting policies are described below. 
 
A.  Basis of Presentation 
 
The Board’s basic financial statements consist of government-wide statements, including a statement of net position 
and a statement of activities, and fund financial statements which provide a more detailed level of financial 
information. 
 
 GOVERNMENT-WIDE FINANCIAL STATEMENTS 
 
The statement of net position and the statement of activities display information about the Board as a whole.  These 
statements include the financial activities of the Board.  The statements distinguish between those activities of the 
Board that are governmental and those that are considered business-type activities.  The activities of the General 
Fund (Current Expense Fund), Special Revenue Fund (Food Service Fund), Capital Projects Fund (School 
Construction Fund), and permanent fund (Smith Estate Fund) have been presented as governmental activities in the 
government-wide financial statements.  There were no business-type activities.  Internal activity between funds is 
eliminated from the statements. 
 
The statement of net position presents the financial condition of the governmental activities of the Board at year-
end, excluding fiduciary funds.  The statement of activities presents a comparison between direct expenses and 
program revenues for each program or function of the Board’s governmental activities.  Direct expenses are those 
that are specifically associated with a service, program or department and therefore clearly identifiable to a 
particular function.  Program revenues include charges paid by the recipient of the goods or services offered by the 
program, grants and contributions that are restricted to meeting the operational or capital requirements of a 
particular program and interest earned on grants that is required to be used to support a particular program.  
Revenues which are not classified as program revenues are presented as general revenues of the Board, with certain 
limited exceptions.  The comparison of direct expenses with program revenues identifies the extent to which each 
business segment or governmental function is self-financing or draws from general revenues of the Board. 
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Note 2.  Summary of Significant Accounting Policies (Continued) 
 
A.  Basis of Presentation (continued) 
 
 FUND FINANCIAL STATEMENTS 
 
During the year, the Board segregates transactions related to certain Board functions or activities in separate funds 
in order to aid financial management and to demonstrate legal compliance.  Fund financial statements are designed 
to present financial information of the Board at a more detailed level.  The focus of governmental fund financial 
statements is on major funds.  Each major fund is presented in a separate column and non-major governmental 
funds are reported combined in a separate column in the fund financial statements.     
 
B.  Fund Accounting 
 
The Board uses funds to maintain its financial records during the year.  A fund is defined as a fiscal and accounting 
entity with a self-balancing set of accounts.  There are three categories of funds:  governmental, proprietary and 
fiduciary (the Board has no proprietary funds). 
 
 GOVERNMENTAL FUND TYPES 
 
Governmental funds are those through which most governmental functions typically are financed.  Governmental 
fund reporting focuses on the sources, uses and balances of current financial resources.  Expendable assets are 
assigned to the various governmental funds according to the purpose for which they may or must be used.  Current 
liabilities are assigned to the fund from which they will be paid.  The difference between governmental fund assets 
and liabilities is reported as fund balance.  The following are the Board’s major and non-major governmental funds: 
 

Major funds: 
 
General Fund (Current Expense Fund) - The General Fund is the general operating fund of the Board.  All general 
revenues and other receipts that are not allocated by law or contractual agreement to another fund and general 
operating expenditures are accounted for in this fund. 
 
Capital Projects Fund (School Construction Fund) – School Construction Funds are used to account for financial 
resources to be used for the acquisition or construction of major capital facilities.  The Board administers the 
construction and repair of public schools and uses the School Construction Fund to record the revenues from the 
County and other governmental units and the expenditures in connection therewith.   

 
Non-major funds: 

 
Special Revenue Fund (Food Service Fund) – Special revenue funds are used to account for the proceeds of specific 
revenue sources (other than major capital projects) that are legally restricted to expenditures for specified purposes.  
The Food Service Fund is used to account for and report all activities of the Board’s nonprofit food service 
operation. 
 
Smith Estate Fund – The Smith Estate fund is a permanent fund resulting from a bequest of funds that provides for 
payment of library expenses to the extent of investment income.   
 
 FIDUCIARY FUND TYPES 
 
Agency Funds – Agency funds are custodial in nature (assets equal liabilities) and do not involve measurement of 
the results of operations.  The School Activities Fund consists of transactions at the schools which are the direct 
responsibility of the principal of each of the respective schools.   
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Note 2.  Summary of Significant Accounting Policies (Continued) 
 
B.  Fund Accounting (continued) 
 
Retiree Benefit Trust Fund – This fund consists of contributions of the Board to establish a reserve to pay for health and 
welfare benefits of future retirees.  Contributions to the trust qualify as contributions and are reported using the 
economic resource measurement focus and the accrual basis of accounting under which expenses are recorded when the 
liability is incurred.  Fiduciary funds are not reported in the government-wide financial statements.  
 
C.  Measurement Focus 
 
Government-wide financial statements – The government-wide financial statements are prepared using the economic 
resources measurement focus.  All assets and liabilities associated with the operation of the Board are included on 
the statement of net position. 
 
Fund financial statements – All governmental funds are accounted for using a flow of current financial resources 
measurement focus.  With this measurement focus, only current assets and current liabilities generally are included 
on the balance sheet.  The statement of revenues, expenditures and changes in fund balances reports on the sources 
(i.e., revenues and other financing sources) and uses (i.e., expenditures and other financing uses) of current 
financial resources.  This approach differs from the manner in which the governmental activities of the government-
wide financial statements are prepared.  Governmental fund financial statements therefore include a reconciliation 
with brief explanations to better identify the relationship between the government-wide statements and the 
statements for government funds. 
 
D.  Basis of Accounting 
 
Basis of accounting determines when transactions are recorded in the financial records and reported on the financial 
statements.  Government-wide financial statements are prepared using the accrual basis of accounting.  
Governmental funds use the modified accrual basis of accounting.  Fiduciary funds also use the accrual basis of 
accounting.  Differences in the accrual and the modified accrual basis of accounting arise in the recognition of 
revenue, the recording of unearned revenue, and in the presentation of expenses versus expenditures. 
 
Revenues-Exchange and Non-exchange Transactions – Revenue resulting from exchange transactions, in which each 
party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes place.  
On a modified accrual basis, revenue is recorded in the fiscal year in which the resources are measurable and 
become available.  Available means that the resources will be collected within the current fiscal year or are 
expected to be collected soon enough thereafter to be used to pay liabilities of the current fiscal year. 
 
Non-exchange transactions, in which the Board receives value without directly giving equal value in return, include 
primarily grants.  Revenue from grants is recognized in the fiscal year in which all eligibility requirements have 
been satisfied.  Eligibility requirements include timing requirements, which specify the year when the resources are 
required to be used or the year when use is first permitted, matching requirements, in which the Board must 
provide local resources to be used for a specified purpose, and expenditure requirements, in which the resources 
are provided to the Board on a reimbursable basis.  On a modified accrual basis, revenue from non-exchange 
transactions must also be available before it can be recognized. 
 
Under the modified accrual basis, the following revenue sources are considered to be both measurable and available 
at year end:  interest, tuition, grants, fees and rentals. 
 
Unearned revenue – Unearned revenue arises when assets are recognized before revenue recognition criteria have 
been satisfied. 
 
Grants received before the eligibility requirements are met are also recorded as unearned revenue. 
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Note 2.  Summary of Significant Accounting Policies (Continued) 
 
D.  Basis of Accounting (continued) 
 
On governmental fund financial statements, receivables that will not be collected within the available period have 
also been reported as unearned revenue. 
 
Expenses/Expenditures – On the accrual basis of accounting, expenses are recognized at the time they are incurred.   
 
The measurement focus of governmental fund accounting is on decreases in net financial resources (expenditures) 
rather than expenses.  Expenditures are generally recognized in the accounting period in which the related fund 
liability is incurred, if measurable.  Allocations of cost, such as depreciation and amortization, are not recognized 
in governmental funds. 
 
The fair value of donated commodities used during the year is reported as an expenditure with a like amount 
reported as donated commodities revenue.  Unused donated commodities are reported as unearned revenue. 
 
E.  Budgetary Data 
 
All funds, other than agency funds, are legally required to be budgeted and appropriated.  The budget is prepared 
on the budgetary basis of accounting.  The budget establishes a limit on the amounts that the Board may appropriate 
and sets annual limits as to the amount of expenditures at a level of control selected by the Board.  The legal level 
of control has been established by the Board at the category level within each fund. 
 
The budget may be amended during the year if projected increases or decreases in revenue are identified.  The 
amounts reported as the original budgeted amounts in the budgetary statements reflect the amounts when the 
original budget was adopted.  The amounts reported in the final budgeted amounts reflect amendments approved by 
the County government during the year between categories and those approved by the Board within categories.  
Unexpended appropriations lapse at the end of each fiscal year. 
 
The expenditures under state and federal restricted programs may exceed budgeted amounts.  The grants included 
in this category are not part of budget categories subject to the spending limitations of the operating budget.  
Expenditures under these programs are limited to the amounts of the respective grants.   
 
Annual budgetary comparisons to actual expenditures are not presented in the financial statements for the capital 
projects fund.  School construction is budgeted on a project basis with funds primarily provided by Kent County 
and State of Maryland.  State funds are approved by the State’s interagency committee. 
 
F.  Inventory 
 
On government-wide financial statements and the fund financial statements, inventories are presented at the lower 
of cost or market on a first-in, first-out basis and are expensed when used.  Inventory consists of expendable food 
and supplies held for consumption.  Food received from the USDA is included at values stated by the USDA and is 
offset by a deferred credit until consumed.   
 
G.  Capital Assets 
 
General capital assets are those assets not specifically related to activities reported in proprietary funds.  These 
assets generally result from expenditures in the governmental funds.  These assets are reported in the governmental 
activities column of the government-wide statement of net position but are not reported in the fund financial 
statements.   
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Note 2.  Summary of Significant Accounting Policies (Continued) 
 
G.  Capital Assets (continued) 
 
All capital assets are capitalized at cost (or estimated historical costs) and updated for additions and retirements 
during the year.  Donated capital assets are recorded at their fair market values as of the date received.  The Board 
maintains a capitalization threshold of $5,000.  The Board does not possess any infrastructure.  Improvements are 
capitalized; the costs of normal maintenance and repairs that do not add value to the asset or materially extend an 
asset’s life are not. 
 
All reported capital assets except land and construction in progress are depreciated.  Improvements are depreciated 
over the remaining useful lives of the related capital assets.  Property, plant and equipment is depreciated using the 
straight-line method over estimated useful lives of 20 to 50 years for buildings and land improvements and 5-20 
years for equipment. 
 
Assets that have been acquired with funds received through federal grants must be used in accordance with the 
terms of the grant.  Federal regulations require, in some cases, that the Board must reimburse the federal 
government for any assets which the Board retains for its own use after the termination of the grant unless 
otherwise provided by the grantor. 
 
H.  Compensated Absences 
 
As of June 30, 2019, the value of accumulated unused sick leave has not been determined.  It is not practical to 
estimate the portion of such values which will ultimately be paid because payment is contingent upon employees’ 
future illnesses or retirement.  The Board expects its commitment to provide sick leave to be met during the normal 
course of activities over the working lives of the present employees.   
 
Any accumulated unused sick leave at retirement will ultimately be taken into consideration and paid through 
retirement benefits by the State of Maryland.   
 
Twelve-month employees earn annual leave at varying rates dependent upon position and length of service.  Annual 
leave generally must be taken by June 30 each year.  For support staff, up to 15 days may be transferred to the 
next fiscal year.  For administrative staff, up to three days may be transferred to the first week of July, and they 
can contribute 10 unused days to their 403(b) plans at the end of the fiscal year.   
 
At June 30, 2019, a total of $29,320 in unused annual leave is available, which has been recorded as accrued leave 
payable in the Statement of Net Position.   
 
Expenditures in the Statement of Revenues and Expenditures for such items are the amounts accrued during the 
year that normally would be liquidated with expendable available financial resources.  All accrued compensated 
absences are recorded in the government-wide financial statements.   
 
I.  Unearned Revenues 
 
Unearned revenues consist of federal and state grants, USDA commodities and other refundable advances that have 
not been expended as of June 30, 2019 and consist of the following: 

Restricted federal, state and other grant programs 667,499$               
USDA commodities 313                       
Other unearned revenue 9,927                     
Total 677,739$               
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Note 2.  Summary of Significant Accounting Policies (Continued) 
 
J.  Accrued Liabilities and Long-Term Obligations 
 
All payables, accrued liabilities and long-term obligations are reported in the government–wide statements.  
 
In general, governmental fund payables and accrued liabilities that, once incurred, are paid in a timely manner and 
in full from current financial resources are reported as obligations of the funds.  However, claims and judgments 
and compensated absences that will be paid from governmental funds are reported as a liability in the fund financial 
statements only to the extent that they are due for payment during the current year. 
 
K.  Net Position 
 
In the government-wide financial statements, net position represents the difference between assets plus deferred 
outflows of resources and liabilities plus deferred inflows of resources.  Net investment in capital assets consists of 
capital assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowings used for the 
acquisition, construction or improvement of those assets.  Net position is reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by the Board or through external 
restrictions imposed by grantors, creditors or laws or regulations of other governments. 
 
The Board applies restricted resources first when an expense is incurred for purposes for which both restricted and 
unrestricted net position is available.  Furthermore, committed fund balances are reduced first, followed by 
assigned amounts, and then unassigned amounts when expenditures are incurred for purposes for which amounts in 
any of those unrestricted fund balance classifications can be used. 
 
L. Deferred Outflows and Inflows of Resources 
 
In addition to assets, the statement of net position reports a separate section for deferred outflows of resources.  
Deferred outflows of resources represent a consumption of net position that applies to a future period and so will 
not be recognized as an outflow of resources (expense/expenditure) until that period.  The Board has two items that 
qualify for reporting in this category.  The Board recognizes a deferred outflow of resources related to its pension 
liability (Note 7) and OPEB liability (Note 9) for changes in assumptions, the net difference between projected and 
actual investment earnings on plan investments, and contributions subsequent to the measurement date.  These 
amounts are deferred and recognized as an outflow from resources in the period that the amounts become available. 
 
In addition to liabilities, the statement of net position reports a separate section for deferred inflows of resources.  
Deferred inflows of resources represent an acquisition of net position that applies to a future period and so will not 
be recognized as an inflow of resources (revenue) until that time.  The Board has two items that qualify for 
reporting in this category.  The Board recognizes a deferred inflow of resources related to its pension liability (Note 
7) and OPEB liability (Note 9) for the difference between actual and expected experience and the net difference 
between projected and actual investment earnings on plan investments.  This item is deferred and recognized as an 
inflow from resources in the period that the amounts become available. 
 
The deferred outflows and inflows of resources represent reconciling items between the governmental fund financial 
statements and the government-wide financial statements. 
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Note 2.  Summary of Significant Accounting Policies (Continued) 
 
M.  Fund Balance 
 
Fund balances are reported separately within classifications based on a hierarchy of the constraints placed on the 
use of those resources.  The classifications are based on the relative strength of the constraints that control how the 
specific amounts can be spent.  The classifications are nonspendable (i.e. inventory or long term receivables), 
restricted (by external parties or legislation), committed (by resolution of the Board of Education), assigned (by 
management approval for specific purposes) and unassigned. Nonspendable fund balance cannot be spent because of 
its form.  Restricted fund balance has limitations imposed by creditors, grantors, or contributors or by enabling 
legislation or constitutional provisions.  Committed fund balance is a limitation imposed by the Board.  Assigned 
fund balances is a limitation imposed by a designee of the Board.  Unassigned fund balance in the General Fund is 
the net resources in excess of what can be properly classified in one of the above four categories.   
 
N.  Estimates 
 
The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires 
management to make estimates and assumptions that affect the amounts reported in the financial statements and 
accompanying notes.  Actual results may differ from those estimates. 
 
O. Cash and Cash Equivalents 
 
The Board considers highly liquid investments to be cash equivalents if they have a maturity of three months or less 
when purchased.   
 
P. Interfund Receivables and Payables and Transfers 
 
Activities between funds that are representative of lending or borrowing arrangements outstanding at the end of the 
fiscal year are referred to as due to/from other funds.  Transfers are fund balance amounts reserved and/or 
designated in the prior year that received County approval to be spent on capital projects. 
 
Q. Encumbrance Accounting 
 
Encumbrances for goods or purchased services are documented by purchase orders or contracts.  Encumbrances are 
reported as assigned fund balance in the governmental fund financial statements.  General fund unrestricted 
encumbrances outstanding at June 30, 2019 that were provided for in the current year’s budget for the budgetary 
basis of accounting but will be accounted for under generally accepted accounting principles in the subsequent year 
totaled $199,683. 
 
R.  On-behalf Payments 
 
The Board recognizes as revenue and expenditures amounts expended on its behalf during the fiscal year for 
amounts paid by third parties.  During fiscal year 2019, the Board recognized $1,729,052 for amounts expended on 
its behalf by the State of Maryland for retirement contributions and $208,032 for amounts expended on its behalf 
by Kent County for school resource officers, information technology services, and ground maintenance.  
 
Note 3.  Cash and Investments 
 
At June 30, 2019, the reported amount of the Board’s deposits was $3,798,977 and the bank balance was 
$3,981,026.  As required by law, each depository is to pledge securities at least equal to the amount on deposit at 
all times in addition to insurance provided by the Federal Deposit Insurance Corporation (FDIC).  These 
collateralization requirements are established to reduce custodial risk which is the risk that in the event of a bank 
failure, the Board’s deposits may not be returned to it.  As of June 30, 2019, the bank deposits were fully insured 
or collateralized. 
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Note 3.  Cash and Investments (Continued) 
 
The Board’s exposure to investment rate and credit risk is minimal as all investments are in cash and are thus 
precluded from having to sell below original cost.  Custodial credit risk is mitigated by attempting to have all 
investments fully collateralized by securities.   
 
The components of cash and investments on the government-wide statements are: 

Carrying amount of deposits 3,798,977$             
Less: Amounts in fiduciary funds (151,461)                
Total cash and investments per Statement of Net Position 3,647,516$             

 
Investment in External Investment Pool 
 
The Board has funds designated for Other Postemployment Benefits (OPEB) that are held by the Maryland 
Association of the Boards of Education (MABE) in the MABE Pooled OPEB Investment Trust (MABE Trust).  The 
MABE Trust is administered by MABE, and is a wholly-owned instrumentality of its members.  The ten members 
who are the sole contributors to the MABE Trust are the Allegany Fiduciary Fund and the boards of education of 
the following counties in Maryland:  Allegany, Caroline, Cecil, Charles, Harford, Kent, Prince George’s, St. 
Mary’s and Washington. 
 
The investments of the MABE Trust are stated at fair value and are deposited with Fidelity at June 30, 2019.  
Investments consist of money market funds, U.S. government and agency fixed income and asset backed securities, 
equity securities, mutual funds and exchange traded funds, corporate bonds and corporate asset backed securities, 
and municipal bonds.  The MABE Trust categorizes its fair value measurements within the fair value hierarchy 
established by GAAP.  The hierarchy is based on the valuation inputs used to measure the fair value of the asset.  
Level 1 inputs are quoted market prices in active markets for identical assets; Level 2 inputs are significant other 
observable inputs; and Level 3 are significant unobservable inputs.  All investments of the MABE Trust are 
considered Level 1 or Level 2, the Board’s membership investment in the MABE Trust are considered Level 2.  
For investments in mutual funds, there are no unfunded commitments and investments are able to be fully redeemed 
on a daily basis.  At June 30, 2019, the pooled position of the MABE Trust was $397,278,841 in total, of which 
the Board’s allocated investment balance was $1,150,698.  The Board may terminate its membership interest in the 
MABE Trust and withdraw its allocated investment balance by providing written notice six months prior to the 
intended date of withdraw.  
 
The MABE Trust is audited annually by an independent CPA firm and issues a publicly available audited report.  
The report may be obtained by sending a request to the Administrator of the MABE Pooled OPEB Investment 
Trust, 621 Ridgely Avenue, Suite 300, Annapolis, Maryland 21401-1112 or by calling (410) 841-5414. 

 
Note 4.  Interfund Receivables and Payables 

Due From Due To
Other Funds Other Funds

General Fund 118,846$           -$                     
School Construction Fund -                       117,602
Food Services Fund -                       1,244                

118,846$           118,846$           

 
Due to/from other funds represent advances of cash for operating needs.   
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Note 5.  Capital Assets 
 
Capital asset activity for the year ended June 30, 2019, was as follows: 

Balance Balance
June 30, 2018 Additions Deductions Transfers June 30, 2019

Governmental Activities

Capital Assets, not being depreciated
Construction in progress 111,680$      660,222$       (17,393)$    (93,337)$        661,172$      
Land 147,475        -                   (25,450)     -                   122,025        
Total capital assets, not being depreciated 259,155        660,222         (42,843)     (93,337)          783,197        

Capital assets, being depreciated
Land improvements 726,079        -                   -               -                   726,079        
Buildings, furniture, fixtures 

and equipment 55,538,236   76,463          (1,333,498) 93,337           54,374,538   
Vehicles 1,615,854     59,000          (40,570)     -                   1,634,284     
Total capital assets, being depreciated 57,880,169   135,463         (1,374,068) 93,337           56,734,901   

Less accumulated depreciation:
Land improvements (316,759)       (37,577)         -               -                   (354,336)       
Buildings, furniture, fixtures 

and equipment (38,934,146)  (1,418,036)     1,231,665  -                   (39,120,517)  
Vehicles (359,280)       (97,325)         40,570      -                   (416,035)       
Total accumulated depreciation (39,610,185)  (1,552,938)     1,272,235  -                   (39,890,888)  
Total capital assets, being depreciated, net 18,269,984   (1,417,475)     (101,833)    93,337           16,844,013   

Governmental activities capital assets, net 18,529,139$ (757,253)$      (144,676)$  -$                  17,627,210$  

Depreciation expense was charged to governmental functions as follows: 

     Pupil transportation 97,325$               
     Unallocated 1,455,613             

     Total depreciation expense 1,552,938$           

 
Note 6. Long-Term Liabilities 
 
A summary of long-term liabilities for the year ended June 30, 2019 is as follows: 

Balance Balance Due within
June 30, 2018 Increases Decreases June 30, 2019 one year

Capital leases 1,079,001$     -$                  116,500$        962,501$        119,191$        
Net pension liability (Note 7) 2,626,298       -                    79,203           2,547,095       -                    
Net OPEB liability (Note 9) 19,640,857     453,519         -                    20,094,376     -                    

23,346,156$   453,519$        195,703$        23,603,972$   119,191$        

Long-term liabilities are normally paid from the General Fund. 
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Note 7.  Pension Plans 
 
Plan Description 
 
The State Retirement Agency is the administrator of the Maryland State Retirement and Pension System (the 
System).  The System was established by the State Personnel and Pensions Article of the Annotated Code of 
Maryland to provide retirement allowances and other benefits.  The System is comprised of the Teachers’ 
Retirement and Pension Systems, Employees’ Retirement and Pension Systems, State Police Retirement System, 
Judges’ Retirement System, and the Law Enforcement Officers’ Pension System.  Responsibility for the System’s 
administration and operation is vested in a 15 member Board of Trustees.  The State Retirement Agency issues a 
publicly available financial report that includes financial statements and required supplementary information for the 
System.  That report may be obtained by writing to the State Retirement and Pension System of Maryland, 120 E. 
Baltimore Street, Suite 1660, Baltimore, Maryland 21202-1600 or on-line at www.sra.maryland.gov. 
 
The System’s financial statements are prepared on the accrual basis of accounting in accordance with accounting 
principles generally accepted in the United States of America.  For purposes of measuring net pension liability, 
deferred outflows of resources and deferred inflows of resources related to pensions, and pension expense, 
information about the fiduciary net position of the System and additions to/deductions from the System’s fiduciary 
net position have been determined on the same basis as they are reported by the System.  For this purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in accordance with 
benefit terms.  Investments are reported at fair value. 
 
Generally, all regular employees of the Board participate in the Employees’ Retirement and Pension Systems 
(Employee’s Systems).  Teachers employed by the Board generally participate in the Teachers’ Retirement and 
Pensions Systems (Teachers’ Systems).  Both the Employees’ Systems and the Teachers’ Systems (collectively the 
Systems) are cost sharing multiple-employer defined benefit pension plans.   
 
Teachers’ and Employees’ Retirement Systems and the Teachers’ and Employees’ Pension Systems 

 
General Plan Policies 
 

The Teachers’ Retirement System of the State of Maryland was established on August 1, 1927 and is administered 
in accordance with the State Personnel and Pensions Article of the Annotated Code of Maryland for the purpose of 
providing retirement allowances and other benefits to teachers in the State.  In addition, on January 1, 1980, the 
Teachers’ Pension System of the State of Maryland was established. In this regard, teachers hired on or after 
January 1, 1980 become members of the Teachers’ Pension System, unless they elect to join an optional retirement 
program.  Until December 31, 2004, existing members of the Teachers’ Retirement System had the option of 
remaining in the Teachers’ Retirement System or transferring to the Teachers’ Pension System. 
 
On October 1, 1941, the Employees’ Retirement System was established to provide retirement allowances and other 
benefits to State employees, elected and appointed officials and the employees of participating governmental units.  
Effective January 1, 1980, the Employees’ Retirement System was essentially closed to new members and the 
Employees’ Pension system was established.  Until December 31, 2004, existing members of the Employees’ 
Retirement System had the option of remaining in the Employees’ Retirement System or transferring to the 
Employees’ Pension System. 

 
Significant Plan Benefits and Policies 
 

The following is a general description of the significant plan benefits and related contribution requirements for the 
Teachers’ and Employees’ Retirement Systems and the Teachers’ and Employees’ Pension Systems: 
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Note 7.  Pension Plans (Continued) 
 
Teachers’ and Employees’ Retirement Systems 

 
Retirement Benefits: 
 

A member may retire with full benefits after attaining the age of 60, or after completing 30 years of creditable 
service regardless of age.  The annual retirement allowance is equal to 1/55 of a member’s average final 
compensation (i.e. average of the member’s three highest years of annual earnable compensation) multiplied by the 
number of years and months of accumulated creditable service.  A member may retire with reduced benefits after 
completing 25 years of creditable service regardless of age.  Retirement allowances are adjusted each year based on 
the Consumer Price Index.  Cost-of-living adjustments (COLAs) are applied to all allowances payable for the year, 
however, the method by which the COLA is computed depends upon elections made by members and is tied to 
member contributions.  

 
Vested Allowance: 
 

A member terminating employment before attaining retirement age but after completing 5 years of creditable 
service becomes eligible for a vested retirement allowance, provided the member lives to the age of 60 and does 
not withdraw his or her accumulated contributions.  Members terminating employment before attaining retirement 
age and before completing 5 years of creditable service are refunded their accumulated contributions plus earned 
interest. 
 

Employee Contributions: 
 
Members of the Teachers’ and Employees’ Retirement System are required to contribute to the systems a fixed 
percentage of their regular salaries and wages (e.g. 7% or 5%, depending on the COLA option selected).  The 
contributions are deducted from each member’s salary and wage payment and are remitted to the systems on a 
regular, periodic basis. 
 
Teachers’ and Employees’ Pension Systems 

 
Pension Benefits: 

 
A member may retire with full benefits after completing 30 years of eligibility service regardless of age, or at age 
62 or older with specified years of eligibility service.  On retirement from service, a member shall receive an 
annual service pension allowance.  The annual pension allowance is equal to 1.2% of average compensation for the 
three highest consecutive years as an employee for years of creditable service accrued prior to July 1, 1998 and 
1.8% of average compensation for the three highest consecutive years as an employee for years of creditable 
service accrued on or after July 1, 1998.  Members are eligible for early service pension allowances upon attaining 
age 55 with at least 15 years of eligibility service. 

 
Vested Allowance: 

 
A member terminating employment before attaining retirement age, but after completing 5 years of eligibility 
service, becomes eligible for a vested pension allowance provided the member lives to age 62.  Members 
terminating employment before attaining retirement age and before completing 5 years of eligibility service are 
refunded their accumulated contributions plus earned interest. 

 
Employee Contributions: 

 
Effective July 1, 2011, members of the Teachers’ and Employees’ Pension Systems are required to contribute to the 
systems 7% of their regular salaries and wages up to the social security wage base in the year ending June 30, 
2019.  The contributions are deducted from each member’s salary and wage payments and are remitted to the 
systems on a regular, periodic basis. 
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Note 7.  Pension Plans (Continued) 
 
For members enrolled on and after July 1, 2011, the employee contribution is 7%; vesting requires ten years of 
eligible service; service retirement is at age 65 with ten years of eligibility service or based on the Rule of 90 (age 
and service must equal 90); early service retirement is age 60 with 15 years of eligibility service; average final 
compensation is a five year average; and the benefit multiplier per year is 1.5%. 
 
Teachers’ and Employees’ Retirement Systems and the Teachers’ and Employees’ Pension Systems  
 
 Employer Contributions:  
 
For the year ended June 30, 2019 the Board’s total payroll for all employees was $17,659,768.  Total covered 
payroll was $17,862,417.  Covered payroll refers to all compensation paid by the Board to active employees 
covered by either the Teachers’ Systems or Employees’ Systems.   
 
During fiscal year 2019, the State of Maryland contributed $1,729,052 to the Systems on behalf of the Board.  The 
Board has recognized the State on-behalf payments as both a revenue and expense in the General Fund. 
 
 Teachers’ Retirement and Pension Systems:  
 
In accordance with Maryland Senate Bill 1301, Budget Reconciliation and Financing Act of 2012, the Board is 
required to pay the State 100% of the normal cost portion of the total pension cost for teachers.  The normal cost is 
the portion of the total retirement benefit cost that is allocated to the current year of the employee’s service.  As 
contractually required, during fiscal year 2019, the Board contributed $934,838 to the Teachers’ Retirement and 
Pension System.   
 
 Employees’ Retirement and Pension Systems: 
 
During fiscal year 2019, the Board contributed $268,975 to the Employees’ Retirement and Pension System.  
 
Pension Liabilities, Pension Expense, Deferred Outflows of Resources, and Deferred Inflows of Resources 
Related to Pensions 
 
Because the State of Maryland pays the unfunded liability for the Teachers’ Systems and the Board pays the normal 
cost for the Teachers’ Systems, the Board is not required to record its’ share of the unfunded pension liability for 
the Teachers’ Systems, the State of Maryland is required to record that liability.  The Board is required to record a 
liability for the Employees’ Systems.   
 
At June 30, 2019, the Board reported a liability for its proportionate share of the net pension liability that reflected 
a reduction for State pension support provided to the Board.  The amount recognized by the Board as its 
proportionate share of the net pension liability, the related State support, and the total portion of the net pension 
liability that was associated with the Board were as follows: 
 

2019

Board's proportionate share of the net pension liability 
(Employees' Systems) 2,547,095$        
State's proportionate share of the net pension liability 
(Teachers' Systems) 17,219,703        

Total 19,766,798$      
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Note 7.  Pension Plans (Continued) 
 
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate the net 
pension liability was determined by an actuarial valuation as of that date.  The Boards proportion of the net pension 
liability was calculated as follows by the System(s): 
 

1. Net pension liability for the entire System was calculated.  For purposes of funding the System, all 
calculations are determined on an actuarial basis and are completed through the development of rates based 
on two separate asset pools, one for employees of the State of Maryland and one for primary government 
employees. 
 

2. Determined the total contributions to the System by the State and by the primary governments, inclusive of 
any underfunding of contributions. 
 

3. Based on the number of participants at each Board of Education, calculate the difference between what 
each Board would have contributed if they funded at the rate of all other participating governments and 
what the Board actually contributed.  The difference between what the Board contributed and what they 
would have contributed if they funded at the rate of the other participating governments, is then added to 
the total contribution to the System, to calculate the System’s adjusted contribution. 

 
4. Calculated for each participating government, their percentage of the adjusted System contribution by 

dividing the total adjusted System contribution into each primary government contribution.  At June 30, 
2018, the Board’s proportion was approximately .0121397%. 

 
For the year ended June 30, 2019, the Board recognized pension expense of $1,203,813 in the fund financial 
statements and $1,214,824 in the government-wide financial statements.   
 
At June 30, 2019, the Board reported deferred outflows of resources and deferred inflows of resources related to 
pensions from the following sources:  

Deferred 
Outflows of 
Resources

Deferred 
Inflows of 
Resources

Changes in assumptions 74,556$        -$                 
Net difference between projected and actual investment earnings on 
     pension plan investments 201,616        104,369        
Differences between expected and actual experience -                   206,768        
Board contributions subsequent to measurement date 268,975        -                   

Total 545,147$      311,137$      
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Note 7.  Pension Plans (Continued) 
 
The $268,975 of deferred outflows of resources resulting from the Board’s contributions to the Employees’ Systems 
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year ending 
June 30, 2020.  The deferred inflows and outflows related to non-investment activity are being amortized over the 
remaining service life of 5.00 to 5.87 years.  The net difference in investment earnings are being amortized over a 
closed five year period.  The following table shows the amortization of these balances: 

Year
Ending Deferred Deferred 
June 30, Outflows Inflows

2020 160,820$      (90,804)$       
2021 101,574        (89,417)         
2022 6,009            (79,240)         
2023 5,405            (41,396)         
2024 2,364            (10,280)         

276,172$      (311,137)$     

 
Actuarial Assumptions 
The total pension liability in the June 30, 2018 actuarial valuation was determined using the following actuarial 
assumptions, applied to all periods included in the measurement: 

Actuarial Entry age normal
Amortization method Level percentage of payroll, closed
Inflation 2.60% general, 3.10% wage
Salary increases 3.10% to 9.10%, including inflation
Discount rate 7.45%
Investment rate of return 7.45%
Mortality RP-2014 Mortality Tables calibrated to MSRPS experience 

with generational mortality projections using MP-2014 (2-
dimensional) mortality improvement scale.
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Note 7.  Pension Plans (Continued) 
 
Investments 
The long-term expected rate of return on pension plan investments was determined using a building-block method 
in which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan 
investment expense and inflation) are developed for each major asset class.  These ranges are combined to produce 
the long-term expected rate of return by weighing the expected future real rates of return by the target asset 
allocation percentage and by adding expected inflation.  Best estimates of geometric real rates of return were 
adopted by the Board of Trustees after considering input from the System’s investment consultant(s) and actuary(s).  
For each major asset class that is included in the System’s target asset allocation, these best estimates are 
summarized in the following table: 

Asset Class
Target 

Allocation

Long-Term 
Expected Real 
Rate of Return

Public Equity 37% 5.80%
Private Equity 13% 6.70%
Rate Sensitive 19% 1.10%
Credit Opportunity 9% 3.60%
Real Asssets 14% 4.80%
Absolute Return 8% 3.20%

Total 100%

 
Discount rate 
A single discount rate of 7.45% was used to measure the total pension liability.  The single discount rate was based 
on the expected rate of return on pension plan investments of 7.45%.  The projection of cash flows used to 
determine this single discount rate assumed that plan member contributions will be made at the current contribution 
rate and that employer contributions will be made at rates equal to the difference between actuarially determined 
contribution rates and the member rate.  Based on these assumptions, the pension plan’s fiduciary net position was 
projected to be available to make all projected future benefit payments of current plan members.  Therefore, the 
long-term expected rate of return on pension plan investments was applied to all periods of projected benefit 
payments to determine the total pension liability. 
 
Sensitivity of the Boards Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
The following presents the System’s proportionate share of the net pension liability calculated using the discount 
rate of 7.45%, as well as what the proportionate share of the net pension liability would be if it were calculated 
using a discount rate that is 1% point lower or 1% point higher than the current rate: 

Discount Rate
Board's Net 

Pension Liability

1% decrease 6.45% 3,668,690$        
Current discount rate 7.45% 2,547,095$        
1% increase 8.45% 1,616,251$        
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Note 8.  Risk Management 
 
The Board 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.  In 1986, the Maryland Association of Boards of 
Education Group Insurance Pool (the “Pool”) was formed when several Maryland boards of education joined 
together to pool their casualty risks.  Property insurance coverage was added in 1988 and workers compensation in 
fiscal year 2000.  The Board pays an annual premium to the Pool each year which is calculated by an actuary.  It is 
intended that the Pool be self-sustaining through member premiums.  Reinsurance is carried through commercial 
companies for claims which exceed coverage limits as specified in the agreement.  Should the Pool encounter 
deficits in its casualty and/or property funds, such deficits may be made up from assessments of the participating 
boards on a pro rata basis. 
 
The Board continues to carry commercial insurance for all other risks of loss, including employee health and 
accident insurance.  The Board purchases health insurance from a provider through a modified retrospective rating 
arrangement agreement.  Settled claims have not exceeded insurance coverage for each of the past three fiscal 
years.   
 
The Board is a member of the Eastern Shore of Maryland Educational Consortium (ESMEC) Health Alliance Trust, 
a public entity risk pool operating as a common risk management and insurance program for health insurance 
coverage.  It is intended that ESMEC be self-sustaining through member premiums.  Callable deficits, which are 
paid to ESMEC to cover potential shortfalls, are 8% of total premiums.  Currently, ESMEC keeps on hand 12% as 
a recommended conservative reserve.  As of January 9, 2019, the Boards’ funds held by ESMEC exceeded the 
recommended conservative reserve by $537,327.  All funds held by ESMEC are restricted to being used only for 
health care expenses. 
 
Note 9.  Post-Employment Health Care Benefits 
 

Plan Description 
 

The Board of Education of Kent County, Maryland administers a single-employer defined benefit healthcare plan, 
The Kent County Public Schools Retiree Health Plan (“the Plan”), that is used to provide postemployment benefits 
other than pensions (OPEB) for eligible retirees, their spouses and other dependents.  The Plan does not issue a 
publicly available report.   
 
 Plan Administration 
 
A trust account was established and the Board became a member of the Maryland Association of Boards of 
Education Pooled OPEB Investment Trust (MABE Trust).  It is a member owned trust that provides the Board and 
nine other members a structure to pool assets to reduce investment costs and share administrative expenses.  The 
Board reserves the right to establish and amend the provisions of its relationship with the MABE Trust with respect 
to participants, and benefits provided thereunder, or its participation therein, in whole or in part at any time, by 
resolution of the governing body and upon advance notice to the Trustees of the MABE Trust. 
 
The MABE Trust was established to pool assets of its members for investment purposes only.  Each member of the 
MABE Trust is required to designate a member trustee.  The member trustees of the MABE Trust shall ensure that 
the MABE Trust keep such records as are necessary in order to maintain a separation of the assets of the MABE 
Trust from the assets of trusts maintained by other government employers.  Assets of the member trusts are 
reported in the respective financial statements using the economic resources 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 measureable.  Investments are reported at 
fair value and are based on published prices and quotations from major investment brokers at current exchange 
rates, if available.  The MABE Trust prohibits any part of the trust to be used for or diverted to purposes other 
than providing benefits to participants and beneficiaries under the Plan.  The MABE Trust provides that in no event 
will the assets of the trust be transferred to an entity that is not a state, a political subdivision, or an entity the 
income of which is excluded from taxation under Section 115of the IRS Code. 
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Note 9.  Post-Employment Health Care Benefits (Continued) 
 
 Plan Administration (continued) 
 
The MABE Trust issues a publicly available audited GAAP-basis report that includes the financial statements and 
required supplementary information for the MABE Trust.  This report may be obtained by writing to the Trust 
Administrator, Maryland Association of Boards of Education, 621 Ridgely Avenue, Suite 300, Annapolis, 
Maryland 21401 or by calling (410) 841-5414. 
 
 Plan Membership 
 
At January 1, 2017 (valuation date), the following employees were covered by the benefit terms: 

Inactive plan members or beneficiaries currently receiving benefits 144              

Inactive plan members or beneficiaries entitled but not yet receiving benefits -                   
Active plan members 259              

403              

 
Benefits Provided 
 

The Plan provides medical, prescription drug, dental, and vision benefits to eligible retirees, their spouses and 
eligible dependents.  Any employee who retires with an unreduced service retirement benefit from the Maryland 
Retirement System can purchase health insurance from the County.  The Board provides a subsidy for employees 
with at least five years of service with Kent County Public Schools.  The Plan provides for the payment of a 
portion or all of the health insurance premiums for eligible retired employees depending on their position with Kent 
County Public Schools and length of service.  The Board of Education has the authority to establish and amend 
benefit provisions of the Plan.  Plan members receiving benefits contribute a percentage of the monthly insurance 
premium.  The Kent County Public Schools Retiree Health Plan pays 45% of the individual premium for each 
insured retiree who was a teacher, 55% for administrative and support services employees with under 30 years of 
service, and 100% for administrative and support services employees with 30 or more years of service.  Spouses 
and other dependents are eligible for coverage, but the employee is responsible for the entire cost of such coverage 
if they retired on or after January 1, 1998.  If they retired prior to January 1, 1998 the Board pays 45% of the 
premiums.  
 
Participants must meet the eligibility requirements of the Maryland State Teachers’/Employees’ pension system 
(EPS).  For members hired before July 1, 2011, the earliest retirement eligibility is age 55 with 15 years of 
service, age 62 with 5 years of service, age 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.  For members hired after July 1, 2011, the earliest 
eligibility is age 60 with 15 years of service, age 65 with 10 years of service, or age plus service is at least 90 
(Rule of 90).   

 
Contributions  

 
The employer’s contributions are financed on a pay-as-you-go basis, and the future payment of these benefits is 
contingent upon annual approval of the operating budget.  
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Note 9.  Post-Employment Health Care Benefits (Continued) 
 
Investment Policy 
 
The MABE Trust’s policy in regard to the allocation of invested assets is established and may be amended by the 
Trustees by a majority vote of its members.  It is the policy of the Trust to pursue an investment strategy that 
emphasizes growth of principal while avoiding excess risk.  Short-term volatility will be tolerated inasmuch as it is 
consistent with volatility of a comparable market index.  The MABE Trust’s investment policy discourages the use 
of cash equivalents, except for liquidity purposes, and aims to refrain from dramatically shifting asset class 
allocations over short time spans.  The following was the Board’s adopted asset allocation policy as of June 30, 
2019: 

Long-Term Expected 
Asset Class Real Rate of Return

Equity 6.80%
Fixed income 4.06%
Cash 2.60%

 
 Rate of Return 
 
Best estimates of real rates of return for each major asset class included in the target asset allocations as of June 30, 
2019, are summarized in the following table: 

Asset Class Target Allocation
Equity 61.00%
Fixed income 29.60%
Cash 9.40%
Total 100.00%

 
For the year ended June 30, 2019, the total rate of return, net of investment expense, was 6.56%.  The total rate of 
return represents a hypothetical return on capital balance invested in the Trust during the entire year.  Actual return 
rates may vary due to the timing of capital contributions and redemptions. 

 
Net OPEB Liability 

 
The Board’s net OPEB liability was measured as of June 30, 2018.  The total OPEB liability used to calculate the 
net OPEB liability was determined by an actuarial valuation as of January 1, 2017 rolled forward to the June 30, 
2018 measurement date.  The methods, assumptions, and participant data used are detailed in the fiscal year 2018 
valuation report dated January 2, 2018 with the exception of the discount rate.  The rate was 3.58% as of June 30, 
2017 and 3.62% as of June 30, 2018.   
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Note 9.  Post-Employment Health Care Benefits (Continued) 
 

Actuarial Assumptions 
 
Projections of benefits for financial reporting are based on the substantive plan and include the types of benefits 
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 
incorporate the potential effects of 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 significant 
valuation methods and assumptions are as follows: 

Valuation date January 1, 2017
Measurement date June 30, 2018
Actuarial cost method - GASB 74 and 75 Entry age normal
Asset valuation method Market value of assets
Actuarial Assumptions:

Discount rate - June 30, 2017 3.58%
Discount rate - June 30, 2018 3.62%
Payroll growth 3.00%
Inflation rate 2.30%
Rate of growth in real income 1.60%

Medical trend Based on Society of Actuaries Long Term Medical Trend Model, the 2016 
rate is 5.90% decreasing gradually.  The post Medicare rate in 2050 is 
4.9%.  The ultimate post Medicare trend rate is 3.9% and is attained in 
2075.

Mortality The mortality rates for healthy retirees was calculated using the RP 2014 EE 
mortality/Annuitant mortality with Scale MP2014.  The mortality rates for 
inactive healthy retirees was calculated using the SOA RP-2014 White 
Collar Mortality with Scale MP-2014 Base Year Male 2016, Female 2012.  
The mortality rates for disabled retirees was calculated using the RP 2014 
Disabled Mortality (set forward 1 Year for Males)

 Discount Rate 
 
The discount rate used when OPEB plan investments are insufficient to pay for future benefit payments is selected 
from a range of 20-Year Municipal Bond Indices and include the Bond Buyer 20-Bond GO Index, the S&P 
Municipal Bond 20-Year High Grade Rate Index and the Fidelity 20-Year GO Municipal Bond Index.  The final 
equivalent single discount rate used for this year’s valuation is 3.62% as of June 30, 2018.  The rate has been 
adjusted from 3.58% as of June 30, 2017. 
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Note 9.  Post-Employment Health Care Benefits (Continued) 
 
 Change in Net OPEB Liability  

Total OPEB Plan Fiduciary Net OPEB 
Liability Net Position Liability

(a) (b) (a) - (b)
Balance as of June 30, 2017 20,652,219$       1,011,362$         19,640,857$       

Changes for the Year
Service Cost 638,329             -                        638,329             
Interest 727,068             -                        727,068             
Changes of Benefit Terms -                        -                        -                        
Esperience Losses/Gains 82,431               -                        82,431               

Trust Contributions - Employer -                        768,569             (768,569)            
Net Investment Income -                        74,466               (74,466)              
Changes in Assumptions (157,212)            -                        (157,212)            

Benefit Payments (net of  retiree contributions) (768,569)            (768,569)            -                        
Administrative Expense (5,938)                5,938                 
Net Changes 522,047             68,528               453,519             

Balance as of June 30, 2018 21,174,266$       1,079,890$         20,094,376$       

 
Sensitivity of the Net OPEB Liability to Changes in the Discount Rate  

 
The following presents the net OPEB liability of the Board using the discount rate of 3.62%, as well as what the 
net OPEB liability would be if it were calculated using a discount rate that is 1% point lower or 1% point higher 
than the current rate: 

Discount Net OPEB 
Rate Liability

1% decrease 2.62% 23,697,910$      
Current discount rate 3.62% 20,094,376$      
1% increase 4.62% 17,211,773$      

 
 Sensitivity of the Net OPEB Liability to Changes in the Healthcare Trend Rates 

 
The following presents the net OPEB liability of the Board, as well as what the net OPEB liability would be if it 
were calculated using a healthcare trend rate that is 1% point lower or 1% point higher than the current rate: 

Healthcare Cost Net OPEB 
Trend Rate Liability

1% decrease (5.00% decreasing to 2.90%) 2.90% 16,632,279$      
6.00% decreasing to 3.90% 3.90% 20,094,376$      
1% increase (7.00% decreasing to 4.90%) 4.90% 24,590,603$      
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Note 9.  Post-Employment Health Care Benefits (Continued) 
 
OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources  

 
For the year ended June 30, 2019, the Board will recognize OPEB expense in the amount of $970,198 on the 
government-wide statements.   At June 30, 2019, the Board reported deferred outflows of resources and deferred 
inflows of resources related to the OPEB plan from the following sources: 

Deferred  Deferred
Outflows of Inflows of 
Resources Resources

Changes in assumptions -$                 2,012,608$    
Net difference between projected and actual investment earnings -                   26,857          
Differences between expected and actual experience 72,127          -                   
Board's contributions subsequent to measurement date -                   -                   

Total 72,127$        2,039,465$    

 
Amounts reported as differences between projected and actual earnings on OPEB plan investments will be 
amortized and expensed over a closed five-year period.  Amounts reported as differences between expected and 
actual experience will be amortized and expensed over a period equal to the average remaining service lives of all 
employees that are provided with other post-employment benefits through the plan.  Amounts reported as changes 
in assumptions will be amortized and expensed over a period equal to the average remaining service lives of all 
employees that are provided with other post-employment benefits through the plan.  Amortization expense related to 
net deferred inflows and outflows of resources over the next five years is expected to be as follows: 

Year
Ending Deferred Deferred 
June 30, Outflows Inflows

2020 10,304$        (340,854)$     
2021 10,304          (340,854)       
2022 10,304          (340,854)       
2023 10,304          (332,935)       
2024 10,304          (332,160)       

Thereafter 20,607          (351,808)       

72,127$        (2,039,465)$   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



NOTES TO FINANCIAL STATEMENTS 

47 
 

Note 10. Leases 
 
Operating leases: 
 
The Board leases copy machines for the majority of the educational system over five year terms.   
 
Expenses under these leases totaled approximately $90,000 for the year ended June 30, 2019.  Approximate future 
minimum lease commitments are as follows:  

2020 89,566$               
2021 89,566                
2022 89,566                

 
Capital leases: 
 
The Board has entered into a non-cancelable lease agreement that transfers ownership at the end of the lease, thus 
the Board has recorded lease obligations and the related assets in the appropriate funds.   
 
Capital lease obligations at June 30, 2019 consist of the following: 

Vehicles, bank, interest at 2.31%; payable in annual installments
  of approximately $141,425, including interest through 2027 962,501$             

962,501$             

 
Future minimum lease payments under the capital lease, which will be funded from the General Fund, are as 
follows: 

2020  $            141,425 
2021               141,425 
2022               141,425 
2023               141,425 
2024               141,425 

2025-2027               352,487 
            1,059,612 

Less amounts representing interest                 97,111 
Present value of net minimum lease payments  $            962,501 

 
Interest expense on the above capital lease was approximately $25,000 for the year ended June 30, 2019. 
 
The cost of items acquired under the capital lease arrangement, as included in capital assets totaled $1,220,028 and 
the related accumulated depreciation was $142,336 at June 30, 2019. 
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Note 11.  Fund Balances 
 
As of June 30, 2019, fund balances are composed of the following: 

Capital Nonmajor Total
General Projects Governmental Governmental
Fund Fund Funds Funds

Nonspendable:
Inventories -$                 -$                 37,179$        37,179$        

Restricted:
By Federal law for nonprofit food service fund -                   -                   127,299        127,299        
By Smith Estate bequest for library expenses -                   -                   3,107            3,107            

-                   -                   130,406        130,406        

Committed:
Budget reserve 255,672        -                   -                   255,672        
Contingency 500,000        -                   -                   500,000        

755,672        -                   -                   755,672        

Assigned:
Encumbrances 199,683        -                   -                   199,683        

Unassigned 190,392        -                   -                   190,392        

Total fund balance 1,145,747$    -$                 167,585$      1,313,332$    

Major Fund

 
Note 12. Commitments and Contingencies 
 
The Board regularly enters into contracts for goods and services during the normal course of operations.  The 
contracts often extend over fiscal years.   
 
The Board receives a substantial amount of its support from Federal, State and local agencies in the form of grants.  
Costs charged to the respective grant programs are subject to audit and adjustment by the grantor agencies; 
therefore, to the extent that the Board has not complied with the rules and regulations governing the grants, refunds 
of any money received may be required and the collectability of any related receivable at June 30, 2019 may be 
impaired.  In the opinion of the Board, there are no significant contingent liabilities relating to compliance with the 
rules and regulations governing the respective grants; therefore, no provision has been recorded in the 
accompanying financial statements for such contingencies.   
 
The Board is a defendant in various lawsuits.  After considering all relevant facts and the opinion of legal counsel, 
it is management’s opinion that such litigation will not have a material adverse effect on the financial position of the 
Board. 
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BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

SCHEDULE OF REVENUES, EXPENDITURES, AND ENCUMBRANCES
BUDGET AND ACTUAL - GENERAL FUND

Variance with
Final Budget
Favorable

Original Final Actual (Unfavorable)

REVENUES
Kent County 17,228,878$ 17,228,878$ 17,228,878$ -$              
State of Maryland 9,053,568 9,053,568 9,065,775 12,207        
United States Government 69,000 69,000 5,704 (63,296)       
Restricted federal, state and other 2,115,970 4,448,961 2,841,866 (1,607,095)   
Other sources 220,000 250,000 389,443 139,443       

TOTAL REVENUES 28,687,416   31,050,407   29,531,666   (1,518,741)   

EXPENDITURES AND ENCUMBRANCES
Administration 1,104,297 1,204,297 1,172,020    32,277        
Mid-level administration 1,728,231 1,673,231 1,643,627    29,604        
Instructional salaries 9,577,233 9,391,233 9,323,100    68,133        
Instructional texts and supplies 199,154 214,154 212,411       1,743          
Instructional other costs 757,492 782,492 767,119       15,373        
Special education 2,844,465 2,894,465 2,873,463    21,002        
Student personnel services 415,942 415,942 401,352       14,590        
Student health services 352,000 353,000 352,162       838            
Student transportation 1,861,924 1,846,924 1,841,632    5,292          
Operation of plant 1,724,677 1,899,677 1,862,063    37,614        
Maintenance of plant 551,056 608,331 599,203       9,128          
Fixed charges 6,047,063 5,972,063 5,960,857    11,206        
Capital outlay 102,912 102,912 47,674        55,238        
Restricted programs 2,115,970 4,448,961 2,841,866 1,607,095    

TOTAL EXPENDITURES AND 
  ENCUMBRANCES 29,382,416   31,807,682   29,898,549   1,909,133    

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES BEFORE 
OTHER FINANCING USES (695,000)      (757,275)      (366,883)      390,392       

OTHER FINANCING SOURCES (USES)
Fund balance appropriated 695,000 757,275 757,275       -                

TOTAL OTHER FINANCING 
SOURCES (USES) 695,000       757,275       757,275       -                

EXCESS (DEFICIENCY) OF REVENUES 
AND OTHER FINANCING SOURCES 
OVER EXPENDITURES AND OTHER 
FINANCING USES -$              -$              390,392$     390,392$     
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Budgeted Amounts

Year Ended June 30, 2019



As of June 30, 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Measurement date: 6/30/2009 6/30/2010 6/30/2011 6/30/2012 6/30/2013 6/30/2014 6/30/2015 6/30/2016 6/30/2017 6/30/2018

Total OPEB liability
Service cost 753,715$       638,329$       
Interest 629,260        727,068        
Changes of benefit terms -                 -                 
Differences between expected and actual experience -                 82,431          
Changes of assumptions (2,500,064)     (157,212)       
Benefit payments (620,000)       (768,569)       
Net change in OPEB liability (1,737,089)     522,047        
Total OPEB liability - beginning 22,389,308    20,652,219    
Total OPEB liability - ending (a) 20,652,219$   21,174,266$   

Plan fiduciary net position
Contributions - employer 620,000$       768,569$       
Net investment income 103,414        74,466          
Benefit payments (620,000)       (768,569)       
Administrative expenses (7,642)          (5,938)          
Net change in plan fiduciary net position 95,772          68,528          
Plan fiduciary net position - beginning 915,590        1,011,362      
Plan fiduciary net position - ending (b) 1,011,362$    1,079,890$    

Board's net OPEB liability - ending (a) - (b) 19,640,857$   20,094,376$   
Plan fiduciary net position as a percentage of the total OPEB liability 4.90% 5.10%

Covered employee payroll 17,303,337$   17,862,417$   
Board's net OPEB liability as a percentage of covered employee payroll 113.51% 112.50%

Expected Average Remaining Service Years of All Participants 8                 8                 

This schedule is presented to illustrate the requirements to show information for 10 years.  However, until a full 10-year trend is compiled, OPEB plans 
should present information for those years for which information is available.

BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

REQUIRED SUPPLEMENTARY INFORMATION
Year Ended June 30, 2019

SCHEDULE OF CHANGES IN THE NET OPEB LIABILITY AND RELATED RATIOS

Fiscal Year
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2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Annual money-weighted rate of return, net of investment 10.46% 6.77% 6.56%

This schedule is presented to illustrate the requirements to show information for 10 years.  However, until a full 10-year trend is compiled, OPEB plans 
should present information for those years for which information is available.

BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

REQUIRED SUPPLEMENTARY INFORMATION
Year Ended June 30, 2019

SCHEDULE OF INVESTMENT RETURNS

Fiscal Year
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Plan's 
Board's Fidcuciary

Proportionate Net Position
Board's Board's State's Share Plan's as a

Proportion Proportionate Proportionate as a Total Plan's Percentage
(Percentage) Share Share Board's Percentage Fiduciary Total of Total

Fiscal Measurement of the of the of the Covered of Covered Net Pension Pension
Year Date NPL NPL NPL Total Payroll Payroll Position Liability Liability

A B C (B+C) D (B / D) E F (E / F)

2010
2011
2012
2013
2014
2015 June 30, 2014 0.0113256% 2,009,929$  16,219,599$ 18,229,528$ 13,696,066$ 14.68% 45,339,988,000$ 63,086,719,000$ 71.87%
2016 June 30, 2015 0.0122061% 2,536,630$  18,627,177$ 21,163,807$ 14,025,709$ 18.09% 45,789,840,000$ 66,571,552,000$ 68.78%
2017 June 30, 2016 0.0124563% 2,938,934$  24,758,151$ 27,697,085$ 13,848,985$ 21.22% 45,365,927,000$ 68,959,954,000$ 65.79%
2018 June 30, 2017 0.0121455% 2,626,298$  19,958,700$ 22,584,998$ 17,303,337$ 15.18% 48,987,184,000$ 70,610,885,000$ 69.38%
2019 June 30, 2018 0.0121397% 2,547,095$  17,219,703$ 19,766,798$ 17,862,417$ 14.26% 51,827,233,000$ 72,808,833,000$ 71.18%

This schedule is presented to illustrate the requirements to show information for 10 years.  However, until a full 10-year trend is compiled, pension plans 
should present information for those years for which information is available.

SCHEDULE OF THE PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

REQUIRED SUPPLEMENTARY INFORMATION
Year Ended June 30, 2019
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Actual
Contribution

as a 
Contractually Contribution Board's Percentage

Fiscal Measurement Required Actual Deficiency Covered of Covered
Year Date Contribution Contribution (Excess) Payroll Payroll

A B (A - B) C (B / C)

2010
2011
2012
2013
2014
2015 June 30, 2014 257,272$        257,272$       -$                  13,696,066$ 1.88%
2016 June 30, 2015 242,658$        242,658$       -$                  14,025,709$ 1.73%
2017 June 30, 2016 247,202$        247,202$       -$                  13,848,985$ 1.78%
2018 June 30, 2017 242,074$        242,074$       -$                  17,303,337$ 1.40%
2019 June 30, 2018 268,975$        268,975$       -$                  17,862,417$ 1.51%

This schedule is presented to illustrate the requirements to show information for 10 years.  
However, until a full 10-year trend is compiled, pension plans should present
information for those years for which information is available.

BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

REQUIRED SUPPLEMENTARY INFORMATION
Year Ended June 30, 2019

SCHEDULE OF CONTRIBUTIONS
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Note 1.  Budgetary Comparison Schedule 
 
The Board of Education annually adopts a budget for the General Fund (Current Expense Fund).  All 
appropriations are legally controlled at the categorical level for the General Fund. 
 
The budget is integrated into the accounting system, and the budgetary data compares the expenditures with the 
amended budget.  All budgets are presented on the modified accrual basis of accounting.  Accordingly, the 
accompanying Schedule of Revenues, Expenditures and Encumbrances – Budget and Actual for the General 
Fund presents actual expenditures in accordance with the accounting principles generally accepted in the United 
States on a basis consistent with the legally adopted budgets as amended.  Unexpended appropriations on annual 
budgets lapse at the end of each fiscal year. 
 
Adjustments necessary to convert the results of operations and fund balances at the end of the year on the 
GAAP basis to the budgetary basis are as follows: 

Revenues and other Expenditures and 
financing sources other financing uses Fund Balance

GAAP BASIS 31,223,216$          31,566,231$         1,145,747$          
Encumbrances at June 30, 2018 -                        (175,815)              -                       
Encumbrances at June 30, 2019 245,534               445,217               (199,683)             
Payments made on-behalf of the
   Board by Kent County (208,032)              (208,032)              (416,064)             
Payments made on-behalf of the
   Board by the State of Maryland (1,729,052)            (1,729,052)           -                       
BUDGETARY BASIS 29,531,666$          29,898,549$         530,000$             

June 30, 2019
GENERAL FUND

 
Note 2.  Pension Plans 
 
Changes in Benefit Terms 
There were no benefit changes during the year. 
 
Changes in Assumptions 
Adjustments to the roll-forward liabilities were made to reflect the following assumption changes in the 2018 
valuation: 
 

 Inflation assumption changed from 2.65% to 2.60% for general and from 3.15% to 3.10% for wage 
 Salary increase assumption changed from 3.15% - 9.15% to 3.10% - 9.10%, including inflation 
 Investment rate of return assumption changed from 7.50% to 7.45% 
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Note 2.  Pension Plans (Continued) 
 
Method and Assumptions used in Calculations of Actuarially Determined Contributions 

Actuarial Entry age normal
Amortization method Level percentage of payroll, closed
Remaining amortization period 22 years for State system
Asset valuation method 5-year smoothed market; 20% collar
Inflation 2.60% general, 3.10% wage
Salary increases 3.10% to 9.10%, including inflation
Investment rate of return 7.45%
Retirement age Experienced-based table of rates that are specific to the 

type of eligibility condition.  Last updated for 2015 
valuation pursuant to an experience study of the period 
2010 - 2014

Mortality RP-2014 Mortality Tables calibrated to MSRPS experience 
with generational mortality projections using MP-2014 (2-
dimensional) mortality improvement scale.

 
Note 3.  Post-Employment Health Care Benefits 
 
Changes in Benefit Terms 
There were no significant benefit changes during the year. 
 
Changes in Assumptions 

 The discount rate was changed from 3.58% at June 30, 2017 to 3.62% at June 30, 2018. 
  
Method and Assumptions used in Calculations of Actuarially Determined Contributions 

Valuation date January 1, 2017
Measurement date June 30, 2018
Actuarial cost method - GASB 74 and 75 Entry age normal
Asset valuation method Market value of assets
Actuarial Assumptions:

Discount rate - June 30, 2017 3.58%
Discount rate - June 30, 2018 3.62%
Payroll growth 3.00%
Inflation rate 2.30%
Rate of growth in real income 1.60%

Medical trend Based on Society of Actuaries Long Term Medical Trend Model, the 2016 
rate is 5.90% decreasing gradually.  The post Medicare rate in 2050 is 
4.9%.  The ultimate post Medicare trend rate is 3.9% and is attained in 
2075.

Mortality The mortality rates for healthy retirees was calculated using the RP 2014 EE 
mortality/Annuitant mortality with Scale MP2014.  The mortality rates for 
inactive healthy retirees was calculated using the SOA RP-2014 White 
Collar Mortality with Scale MP-2014 Base Year Male 2016, Female 2012.  
The mortality rates for disabled retirees was calculated using the RP 2014 
Disabled Mortality (set forward 1 Year for Males)
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BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

SCHEDULE OF REVENUES

GENERAL FUND

KENT COUNTY FUNDS
Annual appropriation 17,194,263$ 
Capital expenditures 34,615        
On-behalf payments 208,032       

Total Kent County Funds 17,436,910   

STATE OF MARYLAND FUNDS
Compensatory education 2,703,218    
State share of basic current expenses 2,511,519    
On-behalf payments 1,729,052    
Student transportation 1,594,029
Supplemental grant 1,003,414
Handicapped children - formula 472,906
QZAB 75,000
Declining enrollment 112,661
Geographic cost of ED IDX 131,833
ESL program 173,451
Supplemental Pre K 128,201
Net taxable adjustment 96,142
Aging schools 31,593
Out of county living 31,808

Total State of Maryland Funds 10,794,827   

UNITED STATES GOVERNMENT 5,704

OTHER SOURCES
Miscellaneous 36,888
Out of county living 115,974
E-rate reimbursement 59,266
Interest income 73,779
MABE grant 19,600
Sports events 15,575
Excise tax refund 47,303
Extended day 10,000
WKHS 7,678
Lease of building space 3,380
 Total Other Sources 389,443       

TOTAL REVENUES 28,626,884$ 

Year Ended June 30, 2019
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Total Nonmajor
FOOD SMITH Governmental

SERVICES ESTATE Funds
ASSETS 

Cash and investments 109,774$          3,107$             112,881$          
Accounts receivable: -                     

Federal funds from State of Maryland 39,240 -                     39,240             
State of Maryland 4,797 -                     4,797               

Inventories, at cost 37,179 -                     37,179             

TOTAL ASSETS 190,990$          3,107$             194,097$          

LIABILITIES AND FUND BALANCES
Accounts payable:

Vendors 22,998$            -$                   22,998$            
Other Board of Education funds 1,244 -                     1,244               

Accrued payroll 1,818 -                     1,818               
Accrued payroll deductions and withholdings 139 -                     139                 
Unearned revenue - USDA commodities 313 -                     313                 
TOTAL LIABILITIES 26,512             -                     26,512             

COMMITMENTS AND CONTINGENCIES

FUND BALANCES
Nonspendable 

Inventory 37,179             -                     37,179             
Restricted -                     

Fund purpose 127,299            3,107               130,406            
TOTAL FUND BALANCES 164,478            3,107               167,585            

TOTAL LIABILITIES AND FUND BALANCES 190,990$          3,107$             194,097$          
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BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

June 30, 2019



Total Nonmajor
FOOD SMITH Governmental

SERVICES ESTATE Funds
REVENUES

State of Maryland 73,557$            -$               73,557$       
Federal sources 919,056 -                 919,056       
Other sources:

Sales of food 191,686 -                 191,686       
Other -                     22               22              
TOTAL REVENUES 1,184,299         22               1,184,321     

EXPENDITURES
Food services 1,194,073 -                 1,194,073     
TOTAL EXPENDITURES 1,194,073         -                 1,194,073     

Net change in fund balances (9,774)              22               (9,752)         

Fund balances, beginning 174,252            3,085           177,337       

Fund balances, ending 164,478$          3,107$         167,585$      
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Year Ended June 30, 2019

BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

NONMAJOR GOVERNMENTAL FUNDS



BOARD OF EDUCATION OF KENT COUNTY, MARYLAND

SCHEDULE OF REVENUES AND EXPENDITURES

FOOD SERVICE FUND

REVENUES
Cafeteria sales 191,686$     
Federal assistance 919,056
State assistance 73,557

TOTAL REVENUES 1,184,299    

EXPENDITURES
Salaries and wages 479,718
Contracted services 40,800
Supplies and materials 627,321
Other charges 42,850
Equipment 3,384

TOTAL EXPENDITURES 1,194,073    

EXCESS OF EXPENDITURES OVER REVENUES (9,774)$       

Year Ended June 30, 2019
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BOARD OF EDUCATION OF KENT COUNTY, MARYLAND
SCHOOL ACTIVITIES AGENCY FUND

SCHEDULE OF RECEIPTS AND DISBURSEMENTS
For the Year Ended June 30, 2019

Balance Balance
July 1, June 30, 
2018 Receipts Disbursements 2019

Galena Elementary School 5,543$          11,950$         7,812$          9,681$          

H.H. Garnett Elementary School 2,338            11,939          10,932          3,345            

Rock Hall Elementary School 8,524            9,582            6,990            11,116          

Kent County Middle School 22,058          37,236          34,029          25,265          

Kent County High School 75,059          173,028         146,033         102,054         

Total 113,522$       243,735$       205,796$       151,461$       
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