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December 11, 2018 
 
 
 
To the County Executive, County Council and  
The Citizens of Cecil County, Maryland 
 
 
Pursuant to Maryland state law that requires essentially all local governments’ pension plans to 
prepare a complete set of financial statements presented in conformity with generally accepted 
accounting principles (GAAP) and audited in accordance with generally accepted auditing 
standards by a firm of licensed certified public accountants, we hereby issue the Annual Financial 
Report of The Cecil County Pension Plan for Public Safety Employees (the Plan) for the fiscal year 
ended June 30, 2018.  The Plan is a pension plan of Cecil County.  This report is divided into two 
sections: an Introductory Section including the administrative organization and the letter of 
transmittal; and a Financial Section including the report of the independent public accountants, 
management’s discussion and analysis, the basic financial statements of the Plan, and certain 
required supplementary information. 
 
This report consists of management’s representations concerning the finances of the Plan.  
Consequently, the Trustees of the Plan assume responsibility for the completeness and fairness of 
the presentation, including all disclosures.  To provide a reasonable basis for making these 
representations, the Trustees of the Plan have established a comprehensive internal control 
framework that is designed to protect the Plan’s assets from loss, theft, or misuse and to compile 
sufficient information for the preparation of the Plan’s financial statements in conformity with GAAP.  
Because the cost of internal controls should not outweigh their benefits, the Plan’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 Plan’s financial statements have been audited by SB & Company, LLC, a firm of licensed 
certified public accountants.  The goal of the independent audit was to provide reasonable 
assurance that the financial statements of the Plan as of and for the fiscal year ended June 30, 
2018 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 
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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 unmodified opinion that Cecil County’s financial 
statements for the fiscal year ended June 30, 2018 are fairly presented in conformity with GAAP.  
The independent public accountants report is presented as the first component of the Financial 
Section of this report. 
 
GAAP requires that management provide a narrative introduction, overview, and analysis to 
accompany the basic financial statements in the form of Management's Discussion and Analysis 
(MD&A).  This letter of transmittal is designed to complement the MD&A and should be read in 
conjunction with it.  The Plan’s MD&A can be found immediately following the report of independent 
public accountants.   
 
Profile of the Plan 
 
The Cecil County Pension Plan for Public Safety Employees was established effective July 1, 2002 
under a plan document and trust agreement enacted by the Board of County Commissioners of 
Cecil County to provide retirement benefits to certain law enforcement and emergency services 
personnel.  Responsibility for the administration and operation of the Plan is vested in a 9-member 
Board of Trustees appointed by the County Executive and subject to confirmation by the County 
Council. 
 
The Plan serves members and beneficiaries totaling 455 as of June 30, 2018 (page 9).  The Plan is 
a single-employer defined benefit plan that covers all full-time employees on the County’s Public 
Safety Pay Plan hired after June 30, 2002, employees who have opted to convert from the 
Maryland State Retirement and Pension System (MSRPS) to the Plan, and the Cecil County 
Sheriff.  Thus, the Plan covers a majority of the law enforcement officers, correctional officers and 
professionals of emergency services, of Cecil County, Maryland. 
 
Major Initiatives 
 
Current Year.  During fiscal year 2018, a GASB 68 actuarial report was completed by Bolton 
Partners, as well as, a valuation report to determine the fiscal year 2019 contribution due from the 
County. 
 
Long Term.  The Board of Trustees will provide additional educational opportunities to Board 
members as an increased level of turnover has occurred in the Board. The Board of Trustees will 
continue to work to ensure that the Plan assets are invested with the long-term objective of earning 
amounts sufficient to cover expected benefit obligations, while assuming a prudent level of risk. 
 
Additions and Deductions from Plan Net Position 
 
Additions to the net position of $7,122,468 were comprised of contributions from the County and 
plan participants of $2,632,355, net investment earnings of $1,109,349 and gain on market value of 
$3,380,768 for fiscal year 2018.  Deductions to the net position of $2,320,436 include $2,002,499 in 
direct pension payments to participants, $262,997 return of contributions and interest to terminated 
participants and $54,940 in administrative expenses, resulting in an increase in net position of 
$4,802,032 for fiscal year 2018. 
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The Plan was created to provide retirement annuities, survivor benefits, and total and permanent 
disability benefits to qualified members and their beneficiaries.  The cost of such programs includes 
recurring benefit payments as designated by the Plan, refunds of contributions to terminated 
employees, and the cost of administering the Plan.  The total deductions from Plan net position 
related to the above programs amounted to $2,320,436 in fiscal year 2018. 
 
Additional information regarding additions and deductions is contained in management’s discussion 
and analysis which begins on page 3. 
 
Investments 
 
Through its plan document, trust documents, policies, and procedures, the Plan has established 
standards to assure that fiduciaries shall discharge their duties solely in the interest of the Plan 
participants and beneficiaries and with the degree of diligence, care, and skill which prudent men 
and women would ordinarily exercise under similar circumstance in a like position.  (The general 
concept is often known as the “prudent person rule.”)  These standards permit the diversification of 
investments by the Plan to enable the Plan to reduce overall risk and increase returns.  
 
The Board of Trustees has established an investment policy that allows for the delegation of 
investment authority to professional investment advisors.  The statement of investment policy 
outlines the responsibility for the investment of the fund and the degree of risk deemed appropriate 
for the fund.  Investment advisors are to execute the investment policy in accordance with the Plan 
and Trust documents, as well as, Board policy and established guidelines, but can use full 
discretion within the policy and guidelines.  For fiscal year 2018, the return on investments, net of 
fees, was 8.79%.  
 
Funding 
 
A pension plan is well funded when its assets are equal to or greater than the net pension liability.  
The Plan’s funding objective is to meet long-term benefit promises through contributions that 
remain approximately level as a percent of member payroll.  The greater the level of funding, the 
larger the ratio of assets accumulated to the actuarial accrued liability, and the greater the level of 
investment potential.     
 
Professional Services 
 
Professional consultants are appointed by the Board of Trustees to perform professional services 
that are essential to the effective and efficient operation of the Plan.  An opinion from the certified 
public accountant is included in this report.  The consultants appointed by the Board of Trustees are 
listed on page v. 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 

To the County Executive and County Council and 
The Citizens of Cecil County, Maryland 

Report on the Financial Statements 

We have audited the accompanying financial statements of the Cecil County Pension Plan for Public 
Safety Employees (the Plan), a fiduciary fund of Cecil County, Maryland, as of and for the year ended 
June 30, 2018, and the related notes to the financial statements, which collectively comprise the Plan’s 
basic financial statements as listed in the table of contents. 

Management’s Responsibility for the Financial Statements 

The Plan’s 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 controls 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 an opinion on the basic financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the basic financial statements are free from material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the basic financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the basic financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal controls relevant to the entity’s 
preparation and fair presentation of the basic 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 controls. 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 basic 
financial statements.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 

Opinion 

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the 
respective financial position of the Plan, as of June 30, 2018, and the respective changes in its financial 
position thereof 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 the management’s 
discussion and analysis and the required supplementary schedule of changes in the County’s net pension 
liability and related ratios, schedule of County contributions and schedule of investment returns 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 evidence sufficient to express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Plan’s basic financial statements. The accompanying introductory section and 
other supplementary information as listed in the accompanying table of contents are presented for 
purposes of additional analysis and are not a required part of the basic financial statements. 

The accompanying other 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 information is fairly stated, in all material respects, in relation to the basic financial statements as a 
whole. 

The introductory section has not been subjected to the auditing procedures applied in the audit of the 
basic financial statements, and accordingly, we do not express an opinion or provide any assurance on it. 

Hunt Valley, Maryland 
December 11, 2018 
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6. Cash Deposits and Investment Portfolio Disclosure 
 
Investment policy information was discussed in Note 1.  As of June 30, 2018, the Plan had the 
following investments.  Money market mutual funds are classified as cash and cash equivalents on 
the Statement of Net Assets.       

Money Market Mutual Fund 285,115$      
Investments at fair value 55,793,749   
Total Investments 56,078,864$ 

 
    
 
  Below is a list of  Investments the Plan was invested in as of June 30, 2018:

MFS Investment Management - Large Cap Growth 5,642,019$            
Aronson+Johnson+Ortiz (AJO) - Large Cap Value 5,168,463              
QMA Fund - Mid Cap Value 4,540,005              
Frontier Capital Management - Mid Cap Growth 4,866,375              
Prudential Jennison -  Small Cap Growth 5,854,475              
Integrity Asset Management - Small Cap Value 5,833,445              
Pictet Asset Management - International Blend 6,861,056              
JP Morgan Emerging Markets -Equity Institutional 1,793,558              
Prudential Core Bond Enhanced Index - Fixed Inc. Dom. 7,384,417              
Prudential Core Plus Bond Fund - Fixed Inc. Dom. 7,849,936              
Total Investments at fair value 55,793,749$          

 
The summary below identifies the fair market value level of the investments as of June 30, 2018 
 

Quoted Prices in Significant Other Significant 
Active Markets for Observable Unobservable Balance
Identical Assets Inputs Inputs as of

(Level 1) (Level 2) (Level 3) June 30
Investments by Fair Value Level:

        Institutional Separate Accounts -$                 48,145,716$      -$                 48,145,716$     
        Equity Mutual Funds 7,648,033         -                      -                      7,648,033         
Total Investments at Fair Value 7,648,033$       48,145,716$      -$                    55,793,749$     

 
 
Fair Market Value Levels: Equity Mutual funds listed on a national market or exchange are valued 
at the last sales price, or, if there is no sale and the market is still considered active, at the mean of 
the last bid and asked prices on such exchange.  Such securities are classified within Level 1 of the 
valuation hierarchy.  Institutional Separate accounts classified in level 2 of the fair value hierarchy 
are valued based on quoted prices for similar assets in active markets or identical assets in less 
active markets, such as dealers or broker markets. 
 
Interest Rate Risk: The Plan’s formal investment policy does not limit investment maturities as a 
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