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THE CECIL COUNTY, MARYLAND VOLUNTEER LENGTH OF SERVICE AWARD
PROGRAM
BENEFITS TRUST
BOARD OF TRUSTEES
200 Chesapeake Blvd.
Elkton, MD 21921
410-996-5385

October 27, 2021

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

We are pleased to present this Annual Financial Report of The Cecil County, Maryland Volunteer
Length of Service Award Benefits Trust (The Trust) for the fiscal year ended June 30, 2021. The
Trust is a non-pension post-retirement plan and a fiduciary fund 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 financial statements of the Trust, and certain required
and other supplementary information.

This report consists of management’s representations concerning the finances of the Trust.
Consequently, the Trustees of the Trust 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 Trust have established a comprehensive internal control
framework that is designed to protect the Trust’'s assets from loss, theft, or misuse and to compile
sufficient information for the preparation of the Trust’s financial statements in conformity with
Generally Accepted Accounting Principles. Because the cost of internal controls should not outweigh

eir benefits, the Trust'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 Trust'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

e financial atements of the Trust as of and for the fiscal year ended June 30, 2021, are free

erial misstatements. The ind endent a : involved examining, on a test basis, evidence
supporting the amounts and disclosures in the tinancial sta 1ents; assessing the accounting
principles used and any significant estimates made by management; and evaluating the overall
financial statement presentation. The independent public accountants issued an unmodified opinion
on the Trust’s financial statements as of and for the fiscal year ended June 30, 2021, which means
that the financial statements are fairly presented in conformity with GAAP. The independent public
accountant’s report is presented as the first component of the Financial Section of this report. GAAP
requires that mana¢ 1ent 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
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of transmittal is designed to complement the MD&A and should be read in conjunction with it. The
Trust's MD&A can be found immediately following the report of the independent public accountants.

Profile of the Plan

—_—

The Trust was established effective August 16" , 2019, under a trust agreement enacted by Cecil
County to provide funding for benefits for the County’s Department of Fire and Rescue Service
volunteers who meet certain age and service criteria. Responsibility for the administration and
operation of the Trust is vested in a 6-member Board of Trustees (the Trustees) i pointed by the
County Executive and confirmed by the County Council. The Trust was created by the BOCC to
comply with the Governmental Accounting Standards Board (GASB) Statements No. 74 and No. 75,
which require recognition of the long-term liability created by non-pension post-retirement benefits
provided to many governmental employees.

Funding

A non-pension post employment benefits plan is well funded when its net position is equal to or
greater than the liability. The Trust's funding objective is to meet long-term benefit promises through
actuarially determined contributions to and investment earnings from the Trust. The VLOSAP liability
and the Net Position of the Trust as of June 30, 2021 the most recent actuarial valuation, amounted
to $12,224,526 and $1,060,045 respectively, or 8.7% funded. The County provides a fixed dollar
benefit based on their years of service.

Additions and Deductions from Plan Net Position

The County Executive funded $1,032,000 to the VLOSAP Fund, and net investment earnings of $593
resulted in total additions to the plan in the amount of $1,032,593 for fiscal year 2021.

The Trust paid $804,741 in direct pensions monthly, $10,000 in direct pensions as a lump sum, and
$18,219 for actuarial services resulting in total deductions of $832,960 from the Trust.

Net position of the Trust increased by $199,633 and totaled $1,060,045 as of June 30, 2021.

Investments

The Trust’s funds are held in the Maryland Local Investment Pool fund.

Prof sio " Se-—--s
Professional consultants are appointed by the Board of Trustees to perform professional services
that are essential to the effective and efficient operation of the Trust. An opinion from the independent
public accountants is included in this report. The Trust also utilized a professional actuary to calculate
its Voluntary Length of Service Award obligation. The consultants appointed by the Board of Trustees
are listed on page iv.

Mai(\r Ini-tl?ﬁ\lnq-
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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, Maryland Volunteer Length
of Service Award Program Benefits Trust (the Trust), a fiduciary fund of Cecil County, Maryland, as of
and for the year ended June 30, 2021, and the related notes to the financial statements, which collectively
comprise the Trust’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

The Trust’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 opinion.
Opinion

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the
respective financial position of the Trust, as of June 30, 2021, 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.

10200 Grand Central Avenue » Suite 250 « Owings Mills « Maryland 21117 « P 410.584.0060 « F 410.584.0061



SB & COMPANY, 1ic

KNOWLEDGE « QuALITY « CLIENT SERVICE

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, the schedule of changes in the County’s net LOSAP liability/(asset) and related
ratios, and County contributions 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 Trust’s basic financial statements. The accompanying introductory section and other
supplementary information as listed in the accompanying table of contents is 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.

Owings Mills, Maryland )X ¥ d‘?
October 27, 2021 g ' fa"



THE CECIL COUNTY, MARYLAND VOLUNTEER LENGTH OF SERVICE
AWARD PROGRAM
BENEFITS TRUST
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Fiscal Year Ended June 30, 2021

The Trustees of the Cecil County, Maryland Volunteer Length of Service Award Program Benefits
Trust (the Trust) are pleased to present to the County Executive, the County Council and other
readers of the financial statements of the Trust this narrative overview and analysis of the financial
activities of the Trust for the fiscal year ended June 30, 2021.

Financial Highlights

The assets of the Trust exceeded its liabilities at the close of the fiscal year by $1,060,045 (net
position). The Trust’s total contributions decreased from $1,515,025 in 2020 to $1,032,000 in 2021.
The net investment income decreased from $15,179 in 2020 to $593 in 2021. The entire amount of
net position is available to assist the County in financing the Volunteer Length of Service Award
Program provided by the County under the Cecil County Volunteer Length of Service Award Benefit
Plan.

Over ~“-- of th~ =*~anc¢’~* ~*~“2ments

This discussion and analysis is an introduction to the Trust's basic financial statements, which are
comprised of three components: 1) Statement of Net Position, 2) Statement of Change in Net
Position, and 3) Notes to the Financial Statements.

The Statement of Net Position (page 7) presents information on all of the Trust's assets and liabilities,
with the difference between the two reported as net position. Over time, increases or decreases in
net position may serve as a useful indicator of whether the financial position of the Trust is improving
or deteriorating.

The Statement of Change in Net Position (page 8) presents information showing how the Trust’s net
position changed during the fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardiess of the timing of related cash flows.

The Trust is reported as a fiduciary fund of the Cecil County, Maryland, government.

Notes to the financial statements. The notes provide additional information that is essential to a
full understanding of the data provided in the financial statements. The notes to the financial
statements can be found beginning on page 8 of this report.

Required Supplementary Information. The required supplementary information and related notes
provide additional information that is essential to a full understanding of the funding progress of the
non-pension pi  employment benefits trust. The information can be found beginning on page 14 of
this report.

Additional information. Other supplementary information is shown on page 14.






The Trust was established to fund future Volunteer Length of Service monthly or lump sum benefits
and con iently its assets st of wutions _ the County and interest frc._imv  tmer
The liab ; of the Trust consist of short-term obligations related to administration of the fund.

Requests for Information

This financial report is designed to provide a general overview of the Trust’s finances to the citizens
of Cecil County, and other users of such data. Requests for additional copies of this report, an
actuarial report, a list of investments, questions concerning any of the information in this report, and
requests for additional financial information should be addressed to Cecil County Director of Finance,
200 Chesapeake Blvd, Suite 2300, Elkton, Md 21921.
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Assets
Cash

Total Assets

Liabilities
Accounts Payable
Total Liabilities

Net Position

BENEFITS TRUST
STi..-.MAENT OF CHANGE IN NET POSITION
AS OF JUNE 30, 2021

$ 1,060,045
1,060,045
$ 1,060,045

AM



CECIL COUNTY, MARYLAND VOLUNTEER LENGTH OF SERVICE AWARD PROGRAM

BENEFITS TRUST
STATEMENT OF CHANGE IN NET POSITION
AS OF JUNE 30, 2021

ADDITIONS
Contributions
Cecil County
INVESTMENT INCOME
Interest Earnings

investment Income (Loss)

Total Additions

DEDUCTIONS
Direct Pensions Monthly
Direct Pensions Lump Sum

Total Retirement, Pension Payments
Professional Services

Total Administrative Expenses
Total Deductions

Change in Net Position
Net Position as of July 1, 2020

Net Position as of June 30, 2021

$

1,032,000

$

592

592

1,032,593

804,741
10,000

814,741

18,219

$

$

18,219

832,960

199,633
860,413

1,060,045




The Cecil County, Maryland Volunteer Length of Service Award Program,
Benefits 1__st
Notes to the Financial Statements for the Fiscal Year Ended June 30, 2021

1. Summary of Significant Accounting Policies

The financial statements of the Cecil County, Maryland Volunteer Length of Service Award
Benefits Trust (the Trust) have been prepared in conformity with generally accepted accounting
principles (GAAP) in the United States as applicable to governments. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles.

The following summarizes the Trust's significant accounting policies:

Financial Reporting Entity

The Cecil County Volunteer Length of Service Award Program (LOSAP) is a single-employer
deferred compensation plan because the benefits are based on the age and years of service.
Under Section 7-209 of the Maryland Public Safety Code, the County has established a Length
of Service Award Program (LOSAP) for the County’'s Department of Fire and Rescue Service
volunteers who meet certain age and service criteria. Any local fire and rescue volunteer is eligible
for this program if the volunteer is at least 16 years old and satisfies the following conditions: (a)
was an active volunteer on or after January 1, 1979 or (b) on January 1, 1984, had completed 25
years as an active volunteer or (c) from and after July 1 ,2008, any member who accumulates the
proper number of points needed to qualify and certify for 25 years of service may receive benefits
at the age of 55 years.

Benefit provisions for this program are established under Section 7-209 (4) of the County Code.
The types of benefits included in this program are monthly award payments, disability benefits,
survivor's benefits, deatr i, and other benefits. Effective July 1, 2008 normal benefits are
payable earlier of (a) 25 service and age 55, or (b) 10 years of service and age 70, The
lifetime benefit is equal tu \a; v :2.00 per month for each year of service up to 25 years plus (b)
$6.00 per month for each year of service in excess of 25 years. The maximum total benefit is
$600 per month. There is a 50% survivor annuity for the spouse. A $1,000 lump sum benefit paid
to a spouse for any member “ a minimum of 25 years of service. Benefits continue to accrue
for service earned after paymr 5 commence. There is no provision with respect to benefit change
for automatic cost of living adjustment. The benefit terms are established by and may be amended
by the County Council.

The credited service is based on the point system as described in the Cecil County By-Laws for
the Volunteer Length of Service Program (VLOSAP). An active volunteer is one who accumulates
at least 50 points in a calendar year under the point system. The points are not transferable to
another year. An individual must not receive points for any activity performed as a County
employee.

Although the Trust is a legally separate entity, the responsibility for the administration and
operation of the Trust is vested in a 6-member Board of Trustees (the Trustees) appointed by the
County Executive and confirmed by the County Council and make all employer contributions to
the Trust. The Trust is a fiduciary fund of Cecil County, MD, because it provides services and
benefits exclusively to the County.



The Cecil County, Maryland Volunteer Length of Service Award Prc _ ‘am,
Benefits Trust
Notes to the Financial Statements for the Fiscal Year Ended June 30, 2021

Basis of Accounting
The Trust’s financial statements are prepared using the accrual basis of accounting. Employer
contributions are recognized when due and the employer’s policy is to fund these obligations in
the year they occur.

Investments
The Trust’s funds are invested in the Maryland Local Government Investment Pool fund.

Rate of Return
For the year ended June 30, 2021, the annual money-weighted rate of return on LOSAP
investments, net of LOSAP investment expense, was .0901%.

2. Contributions

Funding Policy: In August 2019, Bill No. 2019-07 was put into effect after being approved by
County Council to authorize the establishment of the Cecil County, Maryland Volunteer Length of
Service Award Program Trust Fund. The establishment of said trust allows the County to
contribute on an annual basis (per an actuarial study) towards investments to provide future
affordability of the pension plan and thus reducing the County’s LOSAP Net Pension Liability

3. Net LOSAP Liability.

The County's total pension liability of $12,224,526 was measured as of June 30, 2021 and was
determined by an actuarial valuation date as of January 1, 2021.

Actuarial Assumptions: The total pension liability was determined by an actuarial valuation as
of January 1, 2021 rolled forward to June 30, 2021 using the following actuarial assumptions,
applied to all periods included in the measurement:

The above is a summary of key actuarial assumptions. Full descriptions of the actuarial
assumptions are available in the January 1, 2021 actuarial valuation report.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and active Participants or Excluded
Participants. Amounts determined regarding the funded status of the plan and the annual
determined contributions of the employer are subiect to continual revision as actual results are
compared with past expectations and new estima ; are made about the future.






The Cecil County, Maryland Volunteer Length of S it Av._._Prc_ _ _,
Benefits Trust
Notes to the Financial Statements for the Fiscal Year Ended June 30, 2021

7. Reports Available

Additional copies of this annual financial statement and actuarial information are available from
the Cecil County Department of Finance, 200 Chesapeake Blvd., Elkton, Maryland 21921 or
www.ccgov.org/government/finance/financial-reports.
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THE CECIL COUNTY, MARYLAND
VOLUNTEER LENGTH OF SERVICE AWARD PROGRAM (LOSAP)
SCHEDULE OF CHANGES IN THE COUNTY'S
NET LOSAP LIABILITY AND RELATED RATIOS

2018 2019 2020 2021
Total LOSAP Liability
Service cost $ 424,251 $ 497,636 $ 244207 $ 215,283
Interest 658,480 566,006 1,404,182 911,668
Differences between expected and actual experience - 316,617 - (458,845)
Changes of assumptions - 1,319,665 (7,943,350) -
Benefit payments (750,814) (779,739) (667,148) (814,741)
Net change in LOSARP liability 331,917 1,920,185 (6,962,109) (146,635)
Total LOSAP liability - beginning 18,141,213 18,473,130 20,393,315 13,431,206
Total LOSAP liability - ending (a) $ 18,473,130 $ 20,393,315 $ 13,431,206 § 13,28/ ¢
Plan Fiduciary net position
Contributions - employer $ - 8 - % 1515025 $ 1,032,000
Net investment income - - 15,180 592
Benefit payments - - (667,148) (814,741)
Administrative expense - - (2,644) (18,219}
Net change in plan fiduciary net position - - 860,413 199,632
Plan fiduciary net position - beginning - - - 860,413
Plan fiduciary net position - ending (b} $ - $ - $ 860413 $ 1,060,045
County's net pension liability - ending (a)-(b) $ "7 73,130 $ 20,393,315 $ 12,570,793 § 12,224,526
Fiduciary net position as a percentage of the total LOSAP liability 0.00% 0.00% 6.41% 7.98%
Covered payroll ' NA NA NA NA
Net LOSAP liability as a percentage of payroll ! NA NA NA NA
Expected average remaining service years of all participants 5 5 5 5

' Since the LOSAP plan does not depend on salary, the salary information is not shown.
Notes to schedule:
Information for fiscal year 2017 and earlier is not available.

Benefits changes: None
Changes in Assumptions: Discount rate changed from 3.13% to 7.00%

Source: Cecil County LOSAP Plan Actuarial Reports
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THE CECIL COUNTY, MARYLAND

VOLUNTEER LENGTH OF SERVICE AWARD PROGRAM (LOSAP)

Actuarially determined contribution

Contribution deficiency (excess)

Covered payroll '

SCHEDULE OF COUNTY CONTRIBUTIONS

2018 2019 2020 2021

$ 1,461,990 $ 779739 $1461000 $ 1,461,000

Contributions in relation to the actuarially determined contribution 750,814 779,739 1,615025 772,000
$ 711,176 $ - $ (54025) § 429,000

NA NA NA NA

NA NA NA NA

Contributions as a percentage of payroll '

! Since the LOSAP plan does not depend on salary, the salary information is not shown.

Notes to schedule:
Valuation date:

Actuarially determined contribution amounts are calculated as of the beginning of the fiscal year (July 1)
for the year immediately following the fiscal year and the next following year.
Actuarial valuations are performed every year.

Methods and assumptions used to determine contribution rates:

Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation method
Inflation

Salary increases

Investment rate of return
Retirement age

Mortality

Prior Year Information:

Projected Unit Cost

Level Dollar

Ranging from 15 to 20 years

Market Value of Assets

2.5%

Not Applicable

7.0%, net of pension plan investment expense, including inflation.

Rates vary by participant age.

SOA RP-2014 Blue Collar Mortality Table with fully generational projection using Scale MP-2015

Information for fiscal year 2017 and earlier is not available

Source: Cecil County LOSAP Plan Actuarial Reports
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CECIL COUNTY, MARYLAND VOLUNTEER LENGTH OF SERVICE AWARD PROGRAM
OTHER SUPPLEMENTARY INFORMATION
PENSION PLAN INVESTMENTS
FOR THE YEAR ENL . JUNE 30, 2021
(Dollar amount in thousands)

SCHEDULE OF ADMINISTRATIVE FEES

Professional Fees $ 18,219

SCHEDULE OF PROFESSIONAL FEES PAID TO CONSULTANTS

JYPE OF SERVICE CONSULTANT

Actuary Bolton Partners Inc $ 13,740
Auditing SB & Company, LLC 4,479
Total Payments to Consultants $ 120

14
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