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Jan H. Gardner
FREDERICK COUNTY GOVERNMENT County Executive

DIVISION OF FINANCE Erin White, CPA, Division Director
Accounting Department Melanie Thom, CPA, Director

November 30, 2021

County Executive, Jan H. Gardner
Members of the County Council
Citizens of Frederick County, Maryland

We are pleased to present this Annual Comprehensive Financial Report (ACFR) of Frederick
County, Maryland (the "County") for the fiscal year ended June 30, 2021.

Formal Transmittal of the ACFR

This report was prepared by the County’s Finance Division in cooperation with the finance
departments of the County’s component unit organizations in conformity with accounting
principles generally accepted in the United States (GAAP). This includes the report of the
independent public accountants pursuant to Section 704 of the Charter of Frederick County,
Maryland.

Management is responsible for both the accuracy of the presented data and the completeness
and fairness of the presentation, including all disclosures in this report. We believe the information
presented is complete and accurate in all material respects and it fairly presents the County’s
financial position and results of operation. We also believe that all disclosures necessary to enable
the reader to gain an understanding of the government’s financial activities are included. To
provide a reasonable basis for making these representations, management has established and
maintained a comprehensive system of internal control. This internal control structure is designed
to ensure that the assets of the government are protected from loss, theft, or misuse and to ensure
that adequate accounting data is compiled to allow for the preparation of financial statements in
conformity with GAAP. Because the cost of internal controls should not exceed the anticipated
benefits, the objective is to provide reasonable, rather than absolute, assurance that the financial
statements are free from any 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 financial statements of Frederick County, Maryland have been audited by SB & Company,
LLC, a firm of licensed certified public accountants. SB & Company, LLC, has issued an
unmodified opinion on the County’s financial statements as of and for the fiscal year ended June
30, 2021. 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 estimates made by management, and evaluating the overall financial statement presentation.
The report of the independent public accountants is located at the beginning of the financial
section of this report.

The County is also required to undergo an annual Single Audit in conformity with the provisions
of the Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Information
related to this Single Audit, including a schedule of expenditures of federal awards, the
independent auditor’s reports on internal controls and compliance with applicable laws and



regulations, and a schedule of findings and questioned costs will be included in a separately
issued single audit report.

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

Profile of the Government

Frederick County, Maryland, founded in 1748, originally included the present Maryland counties
of Garrett, Allegany, Washington, Carroll and Montgomery. It is located in the north central part
of Maryland, is 664 square miles in area, and serves an estimated population of 271,717.
Frederick County is bordered on the north by the Commonwealth of Pennsylvania, on the west
by Washington County, Maryland, on the east by Howard and Carroll Counties, both in Maryland,
and on the south by Montgomery County, Maryland and the Commonwealth of Virginia.

There are twelve incorporated municipalities within Frederick County. The County seat and
largest city is the City of Frederick, which has an estimated population of 70,887. The City of
Frederick is located approximately 45 miles northwest of Washington, D.C. and 45 miles west of
Baltimore, Maryland.

Frederick County, Maryland is governed by a County Executive and County Council pursuant to
the Charter of Frederick County, Maryland. The elections in November of 2014 officially initiated
the County’s change in government from Commissioner to Charter form. The Charter provides,
among other things, for the election of the County Executive and the organization, powers, and
duties of the executive and administrative branches; as well as the election, organization, powers
and duties of the legislative branch, and fiscal and budgetary matters. Other elected officials
include the Sheriff, the State’s Attorney, Circuit Court judges, Orphans Court judges and a
Register of Wills.

Under charter government, the County Executive has authority over the day-to-day operations of
the County while the County Council has legislative authority. This change allows the County to
create laws and ordinances that affect Frederick County without the need for approval of the
General Assembly of the State of Maryland.

Both the executive and legislative offices of the County are located at Winchester Hall, 12 East
Church Street, Frederick, Maryland 21701. The County’s internet address is
www.frederickcountymd.gov.

The Reporting Entity

The County provides a full range of services, including fire and rescue; law enforcement;
sanitation services (including water, sewer, solid waste management and residential recycling);
construction and maintenance of highways, streets, and infrastructure; recreational activities; and
general government activities. Bell Court Apartments, the Comprehensive Care Facility, the Solid
Waste Management, and Water and Sewer Enterprise Funds are supported through user fees.

Incorporated municipalities within Frederick County provide some or all of the following services
within their boundaries which relieves the County from providing these services in those areas:
highway and street maintenance, parks and recreation, planning services, and police protection.
The County is also financially accountable for legally separate entities which are reported


http://www.frederickcountymd.gov/

separately within the County’s financial statements. The entities, known as component units, that
meet these criteria are the Frederick County Board of Education, the Frederick Community
College, and the Frederick County Public Libraries. The County has no blended component units.
Additional information on the component units can be found in Note 1 in Exhibit II-A-15.

Budgetary Overview

By definition in the County Charter, the budget is comprised of the annual Operating Budget,
annual Capital Budget and the six-year Capital Improvement Program (CIP). The Operating
Budget is commonly referred to as the General Fund Budget. The Operating and Capital Budgets
are adopted annually by the County Council. The CIP is a planning budget that is updated
annually but not formally adopted. Budgets are also adopted for most Special Revenue Funds
and the Enterprise Funds. Detail regarding this is included in the Annual Budget and Appropriation
Ordinance.

The formulation of the County’s budget under the Charter form of government is the responsibility
of the County Executive. Not later than April 15 of each year, the Executive prepares and submits
a proposed Budget to the County Council for the ensuing fiscal year. The County Council may
decrease or delete any items in the Budget, except those required by State law, by provisions for
debt service on obligations or for estimated cash deficits. The adoption of the budget requires
passage by a majority vote of the County Council not later than May 31.

The Operating Budget is based on estimated revenues and expenditures of operations submitted
by the County departments and agencies for the ensuing fiscal year. The Operating Budget must
contain the current fiscal year’s estimated fund balance in excess of seven percent of the General
Fund expenditures and transfers to the Board of Education and Frederick Community College on
a budgetary basis for the prior fiscal year, if any; estimates of taxes and other revenue sources at
a rate sufficient to balance the budget; recommended appropriations for current expenditures for
each department or agency, and for other purposes; and amounts sufficient to meet all general
obligation debt service requirements for the next fiscal year, including portions of the Capital
Program to be financed out of current revenues during the fiscal year.

The Capital Budget is the County’s plan to receive and expend funds for capital projects during
the ensuing fiscal year. The CIP sets forth the County’s plan of proposed capital projects to be
undertaken in the ensuing fiscal year and the following five fiscal years, as well as the proposed
means of financing all projects. The Capital Budget and CIP are prepared by the County Executive
from submissions by the County departments and agencies. The portion of the cost of the Capital
Budget that is to be paid from current funds may be included in the Operating Budget or that of
certain Special Revenue and Enterprise Funds.

Statement of Revenues, Expenditures, and Changes in Fund Balance- Budgetary Basis - Budget
and Actual are presented for the four major governmental funds which adopted an annual budget,
the general, grants, agricultural preservation and debt service funds. These statements are
presented in Exhibits 1I-A-7, 11-A-8, II-A-9 and II-B-8 of this report. Budget-to-actual comparison
schedules for other special revenue funds with legally adopted budgets are presented in the
Supplementary Data portion of the Financial Section. These budget-to-actual comparison
schedules include funds which do not exist in a GAAP basis as a result of implementing
Governmental Accounting Standards Board (GASB) Statement No. 54. Those funds are included
in the Capital Projects Fund for GAAP reporting. The reconciliation of budgetary basis
presentation to the GAAP presentation is presented in Footnote 2.B.



Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which the County
operates.

Local Economy — Frederick County has a diverse economy and is well positioned for business
growth and development. Location, upscale business and employment parks, available
infrastructure, business friendly programs, a highly skilled and educated workforce and room to
grow are all key factors for businesses looking to locate or expand in Frederick County.

The COVID-19 public health crisis has had a major impact on us all. Frederick County’s strong
diverse economy continue to be apparent, with revenues growing even during the pandemic, far
exceeding expectations. Conservative budgeting and policies have allowed Frederick County to
build our reserves to record numbers. This forward thinking has given Frederick County the
financial means to maintain our full range of services, boost our local economy and help our
constituents.

The federal government has been a positive influence on Maryland and Frederick County during
the most recent recession. Frederick County is the home of the U.S. Army’s Fort Detrick, a
dynamic hub of military, government, private science and systems development dedicated to
medical research.

Because of its location in a region with a diverse business community, the local unemployment
rate is 4.8% as of August 2021, and is well below the State rate of 5.9% and the U.S. rate of 5.3%
for the same period. Average employment in Frederick County is 131,920 as of August 2021.

The County’s largest revenue source remains real property taxes. Real property assessed values
increased by 5.0% in FY21 and this trend continues into FY22 as values have grown to $35.4
billion from $33.8 billion. General Fund property taxes are projected to increase in FY22 by $17.3
million over FY21, representing a 4.9% increase. The real estate market has experienced an
increase in property assessments, which have increased over the past eight years.

Property Tax Revenues
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Frederick County provides four tax abatement programs to encourage economic development,
the Rehabilitated Vacant Commercial Structures Tax Credit, the New Jobs Tax Credit, the



Commercial and Industrial Tax Credit and the Enterprise Tax Credit. The County enacted these
programs to encourage businesses to make investments in the local business community that will
increase County tax revenue at the end of the abatement term.

Income tax revenue, the second largest revenue source in the County, is directly affected by
population growth, employment levels and personal income. Income tax revenue has a volatile
history. With the implementation of the Tax Cuts and Jobs Act of 2017, the County is encouraged
that the data has shown an increase in this revenue source. In the current fiscal year, the County
received $289.5 million. This reflects the highest level of income tax revenues for the County in
its history. The adopted budget has conservatively estimated income tax revenues at $264.6
million for FY22.

Income Tax Revenues
Values shown in Millions
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Long-term Financial Planning - The major credit rating agencies have recognized that Frederick
County’s growing economic base, solid operating performance, strong management, financial
position, policies and practices combine to rank Frederick as a top tier county government. The
County’s AAA ratings from Fitch Ratings, Moody’s Investors Service, and S&P Global Ratings
were affirmed in September 2021 for the fifth time since June of 2016. The ratings reflect ongoing
and consistent growth, primarily in the commercial sector; increased employment; tax base
growth; strong, well-embedded and sustainable management practices coupled with established
fiscal policies; and a low debt burden.

The County has been resilient despite the pandemic because of years of conservative and sound
financial management. The County continues to monitor the fiscal impact of the health crisis.
The FY22 budget is fiscally responsible with no increase in property tax or income tax rates and
adheres to long standing conservative fiscal policies. Total Operating Revenue is budgeted at
$687.5 million for FY22, representing a 7.5% increase over FY21.

The FY22 budget reflects the County Executive’s goals by providing increased funding for
education, public safety, restoring health, advancing equity and support to the County’s valued
employees. This budget makes smart investments to rise, renew and recover to secure a bright
and thriving future for Frederick County while we continue our long history of fiscal responsibility
with the goal to protect county taxpayers.

Below are some highlights from Executive Gardner’s FY22 budget:
e Continued increase in funding for Frederick County Public Schools at $21.5 million over

the mandated maintenance-of-effort to maintain the County’s funding commitment to
education and to provide an equivalent amount of funding for staff compensation.



¢ Funding the contracts for our public safety employees, including the second year of
contracts for law enforcement (Sheriff's deputies), corrections and fire and rescue.

e Supports a permanent satellite Health Department location to provide services to
vulnerable and hard to reach communities. This location will be staffed by an Equity
Officer and two community health outreach workers, who will continue the effort to
strategically address health disparities and do so through community empowerment.

e Includes funding for a study to review the County’s hiring practices and our workplace
culture, as well as funding for training elected officials and our management team on
implicit bias.

¢ Commitment to staff by funding the first-year implementation of a new pay scale for County
employees.

Financial Policies and Practices

Debt Policy:

The debt policy sets forth comprehensive guidelines for the financing of capital expenditures. The
policy provides parameters for issuing debt and managing outstanding debt. The policy provides
guidance to decision makers regarding the timing and purpose for which debt may be issued,
what types and amounts of debt are permissible, the method of sale that may be used and the
debt structuring practices that may be used. The County recognizes that adherence to a debt
policy helps ensure that it maintains a sound debt position and that credit quality is protected.

Investment Policy:.

The County has a written investment policy that ensures that the investment program is strictly
adhered to and the security of County investments is maximized. Cash held temporarily idle
during the year by Frederick County’s primary government was invested in certificates of deposits,
obligations of federal government agencies and the State of Maryland Local Government
Investment Pool, all of which are fully collateralized by United States Government obligations for
periods ranging from one day to three years. The County also has a delivered collateral policy.

Frederick County Employees Retirement Trust Funding Policy:

This policy establishes a formal methodology for financing the pension obligations of the County’s
defined benefit plan. The Frederick County Employees Retirement Committee adopted this policy
in September of 2018, with approval of the County Executive. This policy insures a plan funded
ratio of the actuarial value of assets to actuarial liabilities remains between 95% - 105%.

General Fund Revenue Surplus Appropriation Policy:

This policy provides management with the flexibility to appropriate financial resources from the
current fiscal year or projected surplus General Fund revenues in the current or immediate
subsequent fiscal year budget. This policy requires the annual review of property tax and income
tax revenues. If a surplus is determined, those funds may be appropriated to offset nonrecurring
expenditures.

Debt Affordability Policy:
In order to establish a manageable level of debt issuance, the County commissioned a study
which facilitated the establishment of a debt affordability limit, based on certain standards. These
standards are applied to the Capital Improvement Program budget process in calculating
manageable debt levels.



Fixed Cost Policy:
The objective of this policy is to further strengthen the County’s financial health by establishing a
fixed cost metric standard that aligns with credit rating agency standards.

All financial policies are reviewed periodically.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to Frederick County, Maryland,
for its annual comprehensive financial report for the fiscal year ended June 30, 2020. The
Certificate of Achievement is a prestigious national award recognizing conformance with the
highest standards for preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized annual comprehensive financial report, whose contents
conform to program standards. Such report must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report
continues to conform to the Certificate of Achievement program requirements. Accordingly, we
are submitting it to the GFOA to determine its eligibility for another certificate.

The preparation of this report could not have been accomplished without the dedicated team effort
of the County’s Finance Division staff. Each member of the division has my sincere appreciation
for the contributions made in preparation of this report. Special recognition is given to the Deputy
Director of Finance, Daniel Lewis, Director of Accounting, Melanie Thom and her Accounting
Supervisors, Robin Inskeep, Ronni Putman and Kathi Tritsch, along with their staff; Financial
Services Manager, Susan Keller and her staff who administer the County’s debt portfolio and the
County’s Trust Funds; and Director of Treasury, Diane Fox, and her staff who administer the
County’s property taxes and revenue collection system. A special thank you is given to our Budget
Office staff who administer the budget process without which accounting and financial reporting
could not exist. A sincere note of appreciation goes to Lori Rhodes who assumed the production
process of this document.

Lastly, | express my appreciation to our County Executive, Jan H. Gardner, Chief Administrative
Officer, Rick Harcum, Chief Financial Officer, Lori Depies, as well as the County Council members
and their staff for their continued interest and support in planning and conducting the financial
operations of the County in a responsible and progressive manner.

Use of this Report

This report and the financial information prepared by the Frederick County Division of Finance
can be accessed on the County’s website at www.FrederickCountyMD.gov/reports. In addition,
copies of this report are placed in the Frederick County Public Library system for use by the
general public.

Respectfully submitted,

e UK

Erin White, CPA
Director of Finance


http://www.frederickcountymd.gov/reports
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FREDERICK COUNTY GOVERNMENT
ORGANIZATIONAL CHART

FREDERICK COUNTY
VOTERS

o Facility Services

‘ PLANNING & PERMITTING I

DIVISION I

o Development Review &
Planning

e Livable Frederick Planning &
Design

e  Permits & Inspections

‘ PUBLIC WORKS DIVISION

e  Engineering & Construction
Management

e Highway & Facility Maintenance

o  Fleet Services

PUBLIC SAFETY

‘ EMERGENCY MANAGEMENT I

DIVISION I

o  Emergency Communications
o  Emergency Preparedness

‘ FIRE & RESCUE SERVICES I

DIVISION I

¢ Administrative Services Section
e  Emergency Services Section

‘ VOLUNTEER FIRE & RESCUE I

SERVICES DIVISION I
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o  Child Advocacy Center

o  Family Partnership

e  Housing & Community
Development

e Human Relations
Office for Children & Families
Scott Key Center

HEALTH SERVICES DIVISON ‘

Administration

Behavioral Health Services

Community Health Services

Developmental Center

Environmental Health Services

Health Care Connection &

Preparedness

Mental Health Services

e  Office of Planning, Assessment,
& Communication

e School Health Services

SENIOR SERVICES DIVISION ‘

e Home & Community
Connections

e Resource & Service Navigation

e  Operations / Area Agency on
Aging

TRANSIT SERVICES DIVISION ‘

CITIZENS CARE & MONTEVUE ‘

COMPONENT UNITS
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OFFICER :
GOVERNMENT OPERATIONS
‘ CHIEF EQUITY & INCLUSION |
OFFICER CHIEF FINANCIAL
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ECONOMIC DEVELOPMENT |
OFFICE | COUNTY SERVICES COUNTY SUPPORT & UTILITIES
e  Workforce Services
| ANIMAL CONTROL DIVISION BUDGET OFFICE
‘ PARKS & RECREATION DIVISION |
e  Park Management Services 4| CITIZENS SERVICES DIVISON ‘ FINANCE DIVISION ‘
e Recreation Services

e  Accounting
Treasury

HUMAN RESOURCES DIVISION ‘

INTERAGENCY INFORMATION
TECHNOLOGIES DIVISION

Application Services
GIS / Public Safety
Infrastructure
Operations

PROCUREMENT & CONTRACTING
OFFICE

RISK MANAGEMENT
OFFICE

DIVISION

SUSTAINABILITY &
ENVIRONMENTAL RESOURCES
OFFICE

WATER & SEWER UTILITIES

I NN

SOLID WASTE & RECYCLING ‘

DIVISION

Accounting & Finance Support

Engineering & Planning

Regulatory Compliance

Wastewater Treatment &

Disposal

o  Water & Wastewater
Maintenance

e  Water Purification & Distribution
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Frederick County
Elected Officials

Jan H. Gardner
County Executive

Frederick County Council

FREDERICK |

3
fii

COUNTY COUNCIL 4

From left to right — Steve McKay (District 2), Kai Hagen (At Large), Jerry Donald (District 1),
President M.C. Keegan-Ayer (District 3), Phil Dacey (At Large), Jessica Fitzwater (District 4),
and Vice President Michael Blue (District 5)
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Frederick County, Maryland

Summary of Elected and Appointed Officials

County Executive

Jan H. Gardner

County Council

M. C. Keegan-Ayer, President, District 3
Michael Blue, Vice President, District 5

Jerry Donald, District 1
Steve McKay, District 2
Jessica Fitzwater, District 4
Phil Dacey, At Large
Kai Hagen, At Large

Sheriff
Charles A. “Chuck” Jenkins

Administrative Judge of the Circuit Court
Honorable Julie R. Stevenson Solt

Appointed Officials

State’s Attorney

J. Charles Smith Ill, Esquire

Clerk of the Circuit Court

County Executive’s Cabinet
Chief of Staff
Communications Director
Education and Special Initiatives Director
Government Affairs Director

Chief Administrative Officer
Deputy Chief Administrative Officer
Chief Financial Officer

County Attorney

Animal Control Director

Budget Director

Chief Equity & Inclusion Officer

Citizens Services Director

Economic Development Director
Emergency Management Director

Finance Director

Fire & Rescue Services Director / Chief
Health Services Director / Health Officer
Human Resources Director

Interagency Information Technologies Director
Parks & Recreation Director

Planning & Permitting Director

Procurement & Contracting Director

Public Works Director

Risk Management Director

Senior Services Director

Solid Waste & Recycling Director
Sustainability & Environmental Resources Director
Transit Services Director

Utilities & Solid Waste Management Director
Volunteer Fire & Rescue Services Director

1"

Sandra K. Dalton, Clerk

Margaret Nusbaum
Vivian Laxton
Janice Spiegel

Joy Schaefer

Richard Harcum
Monica Bearden

Lori Depies, CPA
Bryon Black, Esquire

Linda Shea

Kelly Weaver, CPA
Michael Hughes
Christine Cambareri Kay
Helen Propheter
John Markey

Erin White, CPA
Thomas Coe
Barbara Brookmyer, MD, MPH
Wayne Howard
David Maginnis
Jeremy Kortright
Steven Horn

Diane Fouché
Charles Nipe
Lauren Vandergrift
Kathy Schey

Phil Harris
Shannon Moore
Roman Steichen
Mark Schweitzer
M. Shane Darwick



Component Units

Board of Education

President Jay Mason

Vice President Karen Yoho

Member Elizabeth Barrett
Member David Bass

Member Jason Johnson
Member Sue Johnson
Member Brad Young

Student Member Mia Martinez
Superintendent Theresa Alban, Ph.D.

Frederick Community College Board of Trustees

Chairperson Dr. John Molesworth
Vice Chairperson Tom Lynch, Esquire
Trustee Ellis Barber

Trustee Nick Diaz

Trustee Gary Fearnow
Trustee Carolyn Kimberlin
Trustee April Miller, O.D.
President Elizabeth Burmaster

Frederick County Public Library Board

Chairperson Maurice “Mick” O’Leary
Vice Chairperson Candy Greenway
Secretary/Treasurer Karyn Spertzel
Member Jennifer D’Agostino
Member Shemica Sheppard
Member Cheryl Smith

Member Suzette White

Public Libraries Director James Kelly

Interagency Internal Audit Authority

Internal Audit Director Tricia Reaver, CPA
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SB & COMPANY, LLC

KNOWLEDGE » QUALITY - CLIENT SERVICE

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

County Executive, Jan H. Gardner
Members of the County Council
Citizens of Frederick County, Maryland

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, the combining and individual
Pension/OPEB Trust funds, and the aggregate remaining fund information of Frederick County, Maryland (the
County) as of and for the year ended June 30, 2021, and the related notes to the financial statements, which
collectively comprise the County’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

The County’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 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 i