























December 20, 2012

To the Board of County Commissioners and the
Citizens of Allegany County, Maryland

The Comprel siv  Annual Financial Report (CAFR) of Allegany County, Maryland for the fiscal
year ending June 30, 2012, including the report of our independent Certified Public Accountants is
presented herewith. This report has been prepared by the Allegany County Finance Department in
accordance with Article 19 of the Annotated Code of the State of Maryland and with Part I, Chapter
26, Article 26-3 of the Allegany County code. This report is presented in conformity with generally
accepted accountir~ principles (GAAP) and audited in accordance with generally accepted auditing
standards by a firm of licensed certified public accountants.

This report consists of management's representations concerning the finances of Allegany County.
Consequently, management assumes full responsibility for the completeness and reliability of all of
the information presented in this report. To provide a reasonable basis for making these
representations, management of Allegany County has established a comprehensive internal control
framework that is designed both to protect the government's assets from loss, theft, or misuse and to
compile sufficient reliable information for the preparation of the County's financial statements in
conformity with GAAP. Because the cost of internal controls should not outweigh their benefits,
the County's comprehensive framework of internal controls has been designed to provide reasonable
rather than absolute assurance that the financial statements will be free from material misstatement.
As management, we assert that, to the best of our knowledge and belief, this financial report is
complete and reliable in all material respects.

The County's financial statements have been audited by Turnbull, Hoover & Kahl, PA., a firm of
licensed certified public accountants. The goal of the independent audit was to provide reasonable
assurance that the financial statements of Allegany County for the fiscal year ended June 30, 2012,
are free of material misstatement. The independent audit involved examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements; assessing the
accounting principles used, and significant estimates made by management; and evaluating the
overall financial statement presentation. The independent auditor concluded, based upon the audit,
that there was a reasonable basis for rendering an unqualified opinion that the County's financial
statements for the fiscal year ended June 30, 2012, are fairly presented in conformity with GAAP.
The independent auditor's report is presented as the first component of the financial section of this
report.
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County financial matters are administered through the Department of Finance of the County by the
Director of Finance. The Director of Finance is charged with the administration of the financial
i " irs of the Co 'y, which generally “~-lude the receivit of County taxes, fees and other revenues
and funds of every kind due to the County; the custody and safekeeping of all funds or securities
belonging to or by law deposited with, distributed to, or handled by the County; the disbursement of
County funds; the keeping and supervision of all accounts; and such other functions as may be
prescribed by the Board.

BUDGET

The formulation of the County's Budget is a joint responsibility between the Director of Finance,
who also serves as Budget Officer, and the County Administrator. In addition to formulating the
Budget, the Budget Officer is responsible for the submission to the Board of periodic reports on
their efficiency and economy, and such other duties and functions as may be assigned by the Board.

The County Budget is comprised of the Operating Budget, which has current year appropriations for
all funds, and the Capital Buc .

Operating Budget

The Operating Budget, which must be balanced, is prepared by the County Administrator and the
Director of Finance on a modified accrual basis and submitted for approval of the Board of County
Commissioners. It is based upon estimated revenues and expenditures for operations for the ensuing
fiscal year that is submitted to the Director of Finance by the department head of each office, Court,
department, institution, board, commission, corporation or other agency of the County government.
The current Operating Budget must contain the following information: (1) a schedule of all revenues
estimated to be received by the County during the ensuing fiscal year, classified to show the receipts
by funds and sources of income; (2) a schedule of the debt service requirements for the ensuing
fiscal year; (3) schedule of the receipts and expenditures for the last two completed fiscal years, the
estimated receipts and expenditures of the current ending fiscal year and the expenditures
recommended by the Board of County Commissioners for the ensuing fiscal year for each function,
activity, and sub activity; and (5) any other material which the Board of County Commissioners may
deem advisable.

Variance reports of actual revenues and expenditures versus budgeted revenues and expenditures are
prepared by the Director of Finance on a monthly basis. Additionally, individual offices,
departments, boards, commissions, and other agencies of the County review on a monthly basis all
events affecting their budgetary estimates and can request the Board for supplemental appropriations
to increase their budgetary allowances. The Board in turn has the power to grant such increases.
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$2.0 million for the Cresaptown water project.

Major initiatives: As part of the 2013 Capital Improvement Program, the Commissioners

approved funding for a new, approximately 800 seat Allegany High School to be constructed

beginning in FY 2014, which will replace what is currently the oldest active high school building
tl of M .

Awards -~ 1 * " wledgr— ~nts

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for ...cellence in Financial Reporting to Allegany County
for its comprehensive annual financial report for the fiscal year ended June 30, 2011. This was
the twentieth consecutive year that the government has achieved this prestigious award. In order
to be awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized comprehensive annual financial report. ..iis report must satisfy both
generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one yi ' only. We believe that our current
comprehensive annual report continues to meet the Certificate of Achievement Program's
requirements and we are submitting it to the GFOA to determine its eligibility for another
certificate.

I wish to acknowledge the support and interest of the Board of County Commissior s and the
County Administrator in the recording and reporting of financial matters. It is of the utmost
importance that the accounting functions have this support. I also want to express my
appreciation to Wm. Jay George, CPA, Assistant Director of Finance, Pamela Smith, Chief
Accountant, and the entire staff of the Finance Office for their cooperation, dedication, and
professionalism in the preparation of this report. In conclusion, I want to acknowledge the
efforts of the many County employees that support the accounting function.

Respectfully submitted,

- B

Jason M. Bennett, CPA
Director of Finance
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the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion,
based on our audit and the reports of other auditors, the information is fairly stated in all
material respects in relation to the financial statements as a whole. The introductory and
1l 1 "1
the other auditors in the audit of the basic financial statements and, accordingly, we do
not express an opinion or provide any assurance on them.

7,

Tl cKoahd, T4,

Cumberland, Maryland
..2cember 20, ~112
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Management’s Discussion and Analysis

As management of Allegany County, we offer readers of Allegany County’s financial statements this

narrative overview and analysis of the financial activities of Allegany County for the fiscal year ended June

30, 2012. We encourage readers to consider the information presented here * :onjunction with additional
mationt v 1ave sl inourlet 1, which can be tound at page ix of this report.

Financial Highlights

e The assets of Allegany County exceeded its liabilities at the close of the most recent fiscal year by
$177 million (ner assets). Of this amount, $164.2 million is invested in capital assets net of related
debt and $2.2 million is restricted for specific purposes (restricted net assets). The County’s total
unrestricted net assets are $10.6 million. This total unrestricted net asset amount includes $9.1 million
from governmental activities, and unrestricted net asset balance from business-type activities of $1.5
million.

e The government’s total net assets increased by $5.2 million or 3.0%. The governmental net assets
increased $5.1 million (or 5.7%). Business-type net assets increased by $ 80,858 (or 0.1%) during the
year.

e As of the close of the current fiscal year, Allegany County’s governmental funds reported combined
ending fund balances of $27.8 million, an increase of $860,000 in ¢« arison with the prior year. The
increase was due largely to all departments either staying within budget or under budget.
Approximately 56.5% of the ending fund balance, $15.7 million, is available for spending at the
government’s discretion (unassigned fund balance), $1.2 is nonspendable, $1.8 million is restricted,
$5.5 million is committed to certain programs and $3.6 million is assigned to specific programs.

e Allegany County’s governmental activity outstanding debt decreased by $4.6 million (or 15%) during
the current fiscal year. The County did not issue any general obligation debt during the 2012 fiscal
year. The County’s business-type debt increased by $1.7 million (or 7%) due to borrowing for
improvements to and construction of various water and sewer projects.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Allegany County’s basic financial
statements. Allegany County’s basic financial statements comprise three components: 1) government-
wide financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of Allegany County’s finances, in a manner similar to private-sector
business.

The statement of net assets presents information of all of Allegany County’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may serve
as a useful indicator of whether the financial position of Allegany County is improving or deteriorating.

The statement of activities presents information showing how the government’s net assets changed during
the most recent fiscal year. All changes in net assets are 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 (e.g.,
uncollected taxes and earned, but unused, vacation leave).

Both of the government-wide financial statements distinguish functions of Allegany County that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and charges
(business-type activities). The government activities of Allegany County include general government,
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The basic fiduciary fund financial stater

Notes to the financial statements. T
understanding of the data provided in th
financial statements can be found on pa;

>an be found on pages C18-19 of this report.

s provide additional information that is essential to a full
ernment-wide and fund financial statements. The notes to the
'1-66 of this report.

"1 7 ation. T additionto © | 1o« 10
present iin required supplementar) matic o o . -, - .TORIEss I unuINg ns
ob]" tion to provide pensionl fits tc in groups of its employees

Also reported as required supplementary information are budgetary comparison schedules for the General
Fund and the Revolving Building which are reported as major funds. Required supplementary information
can be found on pages D3-12 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds and internal
service funds are presented immediately following the required supplementary information. Combining
and individual fund statements and schedules can be found on pages E4-50 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position.
In the case of Allegany County, assets exceeded liabilities by $177 million at the close of the most recent
fiscal year.

By far the largest portion of Allegany County’s net assets ($164.2 million) reflects its investment in capital
assets (e.g., land, buildings, machinery, and equipment); less any related debt used to acquire those assets
that is still outstanding. Allegany County uses these capital assets to provide services to citizens
consequently; these assets are not available for future spending. Although Allegany County’s investment
in its capital assets is reported net of related debt, it should be noted that the resources needed to repay this
debt must be provided from other sources, since the capital assets themselves cannot be used to liquidate
these liabilities.

ALLEGANY COUNTY'S NET ASSETS

Governmental Adtivities Business-type Activities Total
FY 2012 FY 2011 FY 2012 FY 2011 72012 FY 2011
Assets:
Cumrent and other assets $ 36,391,203 § 35,459,708 $ 4,521,780 $ 4,438,91 $ 40912983 $ 39,897,999
Capital assets 91,119,134 90,612,402 108,179,776 106,760,912 199,298,910 197,373,314
Tctal assets 127,510,337 126,072,110 112,701,556 111,199,203 240,211,893 237,271,313
Liabilities:
Current and other liabilities 9,658,634 9,401,899 2,890,131 3,097,302 12,548,765 12,499,201
Long-tem liabilitie s out standing 24,035,566 27,943,752 26,704,520 25,075,854 50,740,086 53,019,606
Total liabilities 33,694,200 37,345,651 29,594,651 28,173,156 63,288,851 65,518,807
Net assets:
Investment in capital assets
net of related debt 82,834,048 81,231,372 81,346,531 82,056,523 164,180,579 163,287,895
Restricted 1,921,413 3,009,835 239,902 246,463 2,161,315 3,256,298
Unrestricted 9,060,676 4,485,252 1,520,472 723,061 10,581,148 5,208,313
Total net assets $ 93816,137 $§ 88,726,459 $ 8,106,905 § onnnrmm $ 176,923,042 $ 171,752,506

An additional portion of Allegany County’s net assets (.1%) represents resources that are subject to
external restrictions on how they may be used. The County has an unrestricted net assets balance of $10.6
million. The unrestricted net assets balance for the governmental activities was $9.1 million and the
business-type activities have a balance of $1,520,472.

During the current fiscal year, the government’s net assets increased by $5.2 million. Revenues decreased

by approximately $ 750,000 to $104.7 million while expenses decreased by $866,000 from the prior year to
$99.6 million.
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Revenues By Source - Business Type Activities
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Financial Analysis of the Government’s Funds

As noted earlier, Allegany County uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of Allegany County’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in assessing
Allegany County’s financing requirements. In particular, unassigned may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, Allegany County’s governmental funds reported combined ending
fund balance of $27.8 million, an increase of $ 860,000 in comparison with the prior year. Approximately
56.5 percent of this total amount ($15.7 million) constitutes unasssigned fund balance, which is available
for spending at the government’s discretion. Other fund balance classifications are;
e Nonspendable — amounts that cannot be spent because they are not in spendable form or legally
required to be maintained intact - $1.2 million
e Restricted — amounts restricted to specific purposes by creditors, grantors, contributors, laws or
regulations of other governments, or imposed by law through constitutional provisions or enabling
legislation - $1.8 million.
e Committed — amounts that can only be used for specific purposes pursuant to constraints imposed
by formal action of the County’s Board of Commissioners. - $5.5 million.
e Assigned — amounts which are intended to be used for specific purposes as constrained by the
action of the Board or by the Director of Finance - $3.6 million.

The general fund is the chief operating fund of Allegany County. At the end of the current fiscal year,
unassigned fund balance of the general fund was $15.7 million, out of a total fund balance of $17.9 million.
As a measure of the general fund’s liquidity, it may be useful to compare both unassigned fund balance and
total fund balance to total fund expenditures. Unassigned fund balance represents 18.9 percent of total
general fund expenditures, while total fund balance represents 21.6 percent of that same amount.
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General Fund Budgetary Highlights

During the year, the original budget increased $1.3 million (includes other sources and uses) to a revised
total of $82.9 million, which was the final amended budget. Significant changes between the original
budget and the final amended budget are summarized as follows:

e Budgetsv einc during the year in order to account for $ 304,000 used tc  ance an employee
bonus program.

e The public safety budgets for juvenile review board increased $103,000 for grant awards and capital
equipment purchases were increased by $ 703,000

Revenues exceeded budgetary estimates by $643,000 and actual expenditures were less than budgetary
estimates by $1.2 million.

The General Fund’s property tax revenue exceeded budget by $887,000, a variance of less than 1%.
Income taxes exceeded the budget by $1.8 million. The County’s income tax collections continue to
defy state and national trends with gains.

e Federal grants in the General Fund were $431,000 above the estimated budget due to an increase in
homeland security grant and ARC planning grant.

e  General government expenditures had a favorable variance of $1.2 million. Tl larger favorable
variances were: financial administration - $561,000 and general services - $336,000. Almost all
operating departments finished well within budget

Capital Asset and Debt Administration

Capital assets. Allegany County’s investment in capital assets for its governmental and business type
activities as of June 30, 2012 was $199.3 million (net of accumulated depreciation). This investment in
capital assets includes land, buildings, infrastructure, furniture and fixtures, equipment, vehicles, heavy
equipment and other miscellaneous assets. The total increase in Allegany County’s investment in capital
assets for the current fiscal year was 1 percent (a .5 percent increase for governmental activities and a 1
percent increase for business-type activities).

Major capital asset events during the current fiscal year included the following:

e Design and construction continued on the Bowman’s Addition Phase 2 Water Project with a total
cost incurred of nearly $ 1.2 million during the fiscal year, both phases of this project are projected
to have a total cost of $5.6 million.

¢ Design and construction began on Ioka Basin project, with a cost of $ 1.4 million during the fiscal
year

e  Construction completed on the Burbridge Building, which is a RBF project and total costs
incurred was $2.75 million.

e  Major design and construction was completed on the Cresaptown Water System and Shades Lane
Water System during the fiscal year at a cost of $2.2 million,

e  Purchase and installation of a new computer aided dispatch system was completed during the
fiscal year at a cost of § 691 thousand.

e  Purchase of installation of a new HVAC system for the County’s Detention Center.

Additional information on Allegany County’s capital assets can be found in the notes to the financial
statements, note 7 on pages C-44 through C-45 of this report.

Long-term debt. At the end of the current fiscal year, Allegany County had total debt outstanding of
$52.8 million. Governmental activities debt consists of $14.2 million in general obligation bonds and $11.8
million of debt incurred with creditors for which the full faith and credit of the County has also been



































































































































































































































































































































































































































































































