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INDEPENDENT AUDITORS' REPORT 
 
 
Board of School Commissioners 
Baltimore City Public School System  
Baltimore, Maryland 
 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund information of Baltimore City Public School System (City 
Schools), a component unit of Baltimore City, Maryland, as of and for the year ended June 30, 2017, 
and the related notes to the financial statements, which collectively comprise City Schools’ basic 
financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditors’ Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 
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Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate 
remaining fund information of City Schools as of June 30, 2017, and the respective changes in financial 
position thereof for the year then ended in accordance with accounting principles generally accepted in 
the United States of America. 
 
Report on Summarized Comparative Information 

We have previously audited the Baltimore City Public School System’s 2017 financial statements, and 
we expressed unmodified audit opinions on those audited financial statements in our report dated 
September 29, 2017. In our opinion, the summarized comparative information presented herein as of 
and for the year ended June 30, 2017 is consistent, in all material respects, with the audited financial 
statements from which it has been derived. 
 
Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis on pages 6 through 12, the budgetary comparison information 
on pages 47 through 49, and the schedule of Baltimore City Public School System’s proportionate 
share of the net pension liability, schedule of Baltimore City Public School System’s contributions and 
notes to the required supplementary information of pages 50 through 53 be presented to supplement 
the basic financial statements. Such information, although not a part of the basic financial statements, 
is required by the Governmental Accounting Standards Board who considers it to be an essential part 
of financial reporting for placing the basic financial statements in an appropriate operational, economic, 
or historical context. We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, 
which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information because the 
limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise City Schools’ basic financial statements. The supplementary information listed in 
the table of contents is presented for purposes of additional analysis and are not a required part of the 
basic financial statements. 
 
The 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 supplementary information is fairly stated, in all material respects, in relation to the basic financial 
statements as a whole. 
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated September 
29, 2017, on our consideration of City Schools’ internal control over financial reporting and on our tests 
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and 
other matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the result of that testing, and not to provide an opinion on 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering City Schools’ internal 
control over financial reporting and compliance. 
 

a 
 
CliftonLarsonAllen LLP 

Baltimore, Maryland 
September 29, 2017 
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER  
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS  

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE  
WITH GOVERNMENT AUDITING STANDARDS 

 
 
 
Board of School Commissioners 
Baltimore City Public School System  
Baltimore, Maryland 
 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the governmental 
activities, each major fund, and the aggregate remaining fund information of Baltimore City Public 
School System (City Schools), a component unit of the City of Baltimore, Maryland, as of and for the 
year ended June 30, 2017, and the related notes to the financial statements, which collectively 
comprise City Schools’ basic financial statements, and have issued our report thereon dated 
September 29, 2017. 
 
Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered City Schools’ internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate 
in the circumstances for the purpose of expressing our opinions on the financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of City Schools’ internal control. Accordingly, 
we do not express an opinion on the effectiveness of City Schools’ internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether City Schools’ financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express 
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that 
are required to be reported under Government Auditing Standards. 
 
Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the result of that testing, and not to provide an opinion on the effectiveness of City 
Schools’ internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering City Schools’ internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 
 

a 
CliftonLarsonAllen LLP 

Baltimore, Maryland  
September 29, 2017 



 
Elliott Crandell 1st Grade 

Gyotaku Fish 

Ink, tissue paper 

Federal Holl Preparatory, # 45 

Chandra Morgan, Teacher   
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INTRODUCTION 
 

The discussion and analysis of Baltimore City Public School System (City Schools) financial performance provides a narrative 

overview and analysis of City Schools’ financial activities for the fiscal year ended June 30, 2017.  We encourage readers to 

consider the information presented here in conjunction with the City Schools’ financial statements. 

 

FINANCIAL HIGHLIGHTS 
 

 City Schools’ net position at the end of the fiscal year totaled $644.9 million, for a decrease of $1.1 million (0.2 

percent) in relation to the prior year. 

  

 City Schools’ revenues were approximately $1.43 billion, while total City Schools’ expenses were approximately 

$1.43 billion.  Expenses exceeded revenues by $1.1 million. 

 

 Capital assets decreased 2.1 percent to $647.9 million. 

 

 Among major funds, the General Fund had $1.23 billion in revenues and $1.22 billion in expenditures and $21.9 

million in net other financing uses. The General Fund fund balance decreased to $137.6 million from $149.9 million. 

 

 Program revenues, governmental activities in the form of charges for services, operating grants and contributions, and 

capital grants and contributions accounted for $198.8 million.  The total revenue from all sources was $1.43 billion.   

 

 General fund revenues accounted for $1.23 billion, including $265.4 million in local appropriations and $936.4 million 

in aid from the State of Maryland 

 

OVERVIEW OF THE FINANCIAL STATEMENTS 
 

This discussion and analysis is intended to serve as an introduction to City Schools’ basic financial statements.  City Schools’ 

basic financial statements are comprised of 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.  The basic financial statements include two kinds of statements that present different views of 

City Schools: 

 

 The first two statements are government-wide financial statements that provide both short-term and long-term 

information about City Schools’ overall financial status. 

 The remaining statements are fund financial statements that focus on individual parts of City Schools, reporting the 

operations in more detail than the government-wide statements. 

 The governmental funds statements tell how basic services, such as regular and special education, were financed in 

the short term, as well as what remains for future spending. 

 Fiduciary funds statements provide information about the financial relationships in which City Schools acts solely as 

trustee or agent for the benefit of others. 

 

The financial statement notes explain some of the information in the statements and provide more detailed data.  The statements 

are followed by a section of required supplemental information that further explains and supports the financial statements with 

a comparison of City Schools’ budget with actual results for the year. 

 

Government-Wide Financial Statements 
 

All of City Schools’ services are reported in the government-wide financial statements, including instruction, pupil support 

services, instructional support services, administrative support services, facility support services and food services. State and 

City aid; various federal, state, local and private grants; and interest and investment earnings finance most of these activities.  

Additionally, all capital and debt financing activities are incorporated in this report. 
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The following is a comparative highlight of the current and prior year financial activities from the government-wide financial 

statements (Expressed in thousands). 

 

Governmental Activities

2017 2016 Net Change

Statement of Net Position:

Current and Other Assets 402,545$        375,899$        26,646$          

Capital Assets, net 647,881 661,986 (14,105)

Total Assets 1,050,426 1,037,885 12,541

Current Liabilities 253,490 221,316 32,174

Long-term Liabilities 152,055 170,579 (18,524)

Total Liabilities 405,545          391,895          13,650            

Net Position:

Net Investment in Capital Assets 519,464 517,827 1,637

Restricted 24,530 16,921 7,609

Unrestricted 100,887 111,242 (10,355)

Total Net Position 644,881$        645,990$        (1,109)$           

Statement of Activities:

Revenues:

Program Revenues:

164,097$        152,204$        11,893$          

Capital Grants and Contributions 34,713 34,486 227                 

Total Program Revenues 198,810          186,690          12,120            

General Revenues:

Federal, State and City Aid 1,209,483 1,212,751 (3,268)             

Interest and Investment Earnings 1,842 946 896                 

Miscellaneous, Net 16,599 17,106 (507)                

Total General Revenues 1,227,924       1,230,803       (2,879)             

Total Revenues 1,426,734       1,417,493       9,241              

Expenses:

Instruction 929,254          903,828          25,426            

Support Services:   

Student Support 35,694            35,786            (92)                  

Administrative Support 187,412          190,193          (2,781)             

Facility Support 168,852          144,913          23,939            

Transportation 51,692            52,465            (773)                

Food Services 49,765            48,077            1,688              

Interest on Long-Term Debt 5,174              5,512              (338)                

Total Expenses 1,427,843 1,380,774 47,069            

Change in Net Position (1,109)             36,719            (37,828)           

Net Position - Beginning 645,990          609,271          

Net Position - Ending 644,881$        645,990$        

Operating Grants and Contributions
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Total Assets increased by approximately $12.5 million.  This was primarily due to net decreases in Cash and Cash Equivalents 

due to the timing of Payroll and Accounts Payable payments and Construction in Progress due to the completion of the Waverly 

School project and an increase in Investments due to the implementation of “Prioritized Spending” during fiscal 2017. 

 

Total Liabilities increased by approximately $13.7 million.  This was primarily due to an increase in Accounts, Salary and 

other payables and Other Liabilities due to the timing of required payments, and a decrease in Bonds and Leases Payable due 

to a principal payment on the City Schools’ outstanding bonds and leases. 

 

Revenues increased by $9.2 million.  This was primarily due to an increase in Program Revenues, with a decrease in General 

Fund Revenues, primary due to a decrease related to state funding formulas. 

 

Fund Financial Statements 
 

City Schools’ fund financial statements provide detailed information about the most significant funds - not City Schools as a 

whole.  City Schools’ governmental funds use the following approach: 

 

Governmental Funds:  All of City Schools’ services are reported in governmental funds.  Governmental fund reporting focuses 

on showing how money flows into and out of funds and the balances left at year-end that are available for spending.  They are 

reported using modified accrual accounting, which measures cash and all other financial assets that can readily be converted to 

cash.  The governmental funds statements provide a detailed short-term view of City Schools’ operations and the services it 

provides.  Governmental fund information helps the reader determine whether there are more or fewer financial resources that 

can be spent in the near future to finance City Schools’ programs.  We describe the relationship (or differences) between 

governmental activities (reported in the Statement of Net Position and the Statement of Activities) and governmental funds in 

reconciliations. 

 

General Government Functions:  The following schedule presents a summary of the General Operating Fund, Special 

Revenue Fund, Capital Projects Fund, Food Service Fund, and Debt Service Fund revenues and other financing sources by type 

for the year ended June 30, 2017.  It also depicts the amount and percentage increases and decreases in relation to prior year 

revenues and other financing resources. 

 

Revenues and Other Financing Sources 
(Expressed in Thousands) 

FY 2017

Percent of 

Total FY 2016

Percent of 

Total

Increase / 

(Decrease) 

from Prior 

Fiscal Year

Percent 

Increase / 

(Decrease) from 

Prior Fiscal 

Year

State Aid 964,712$       68% 969,487$        68% (4,775)$              (0.5%)

City Aid 274,580         19% 269,216          19% 5,364                 2.0%

Federal Aid 167,465         12% 158,308          11% 9,157                 5.8%

Investment Income 1,842             -                946                 -                896                    94.7%

Other Revenue 18,134           1% 19,534            2% (1,400)                (7.2%)

       Total 1,426,733$    100% 1,417,491$     100% 9,242$               

 

The following schedule represents a summary of the General Operating Fund, Special Revenue Fund, Capital Projects Fund, 

Food Service Fund, and Debt Service Fund for the fiscal year ended June 30, 2017, and the increase and decrease (in amount) 

in relation to prior year amounts. 

  



MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A) 

9 

 

 

Baltimore City Public School System 

Comparative Statement of Revenues, Expenditures and Changes in Fund Balances 

Governmental Funds 

For the Fiscal Years 2017 and 2016 

(Expressed in Thousands) 

2017 2016 Net Change

Revenues:

General Fund:

State of Maryland 936,389$     944,192$     (7,803)$      

City of Baltimore 265,412       258,212       7,200          

Federal sources 7,682           10,347         (2,665)        

Local sources:

Interest earnings 1,822           930              892             

Other 13,889         11,399         2,490          

Total revenues - general fund 1,225,194    1,225,080    114             

O ther governmental funds:

Special Revenue Fund 112,100       101,316       10,784        

Capital Projects Fund 37,442         40,207         (2,765)        

Food Service Fund 51,997         50,888         1,109          

Total revenues - other governmental funds 201,539       192,411       9,128          

Total revenues - all governmental funds 1,426,733    1,417,491    9,242          

Expenditures:

General Fund:

Instruction:

Regular programs 614,025       596,459       17,566        

Special Education 230,068       228,996       1,072          

Support services:

Student personnel services 19,974         20,541         (567)           

Student health services 9,650           6,550           3,100          

Administration 76,853         73,263         3,590          

Mid-level administration 91,172         106,143       (14,971)      

Plant services 122,292       96,781         25,511        

Student transportation services 51,571         52,390         (819)           

Total expenditures - general fund 1,215,605    1,181,123    34,482        

O ther governmental funds:

Special Revenue Fund 107,039       102,871       4,168          

Capital Projects Fund 38,888         38,291         597             

Food Service Fund 49,765         48,077         1,688          

Debt Service Fund 21,612         20,965         647             

Total expenditures - other governmental funds 217,304       210,204       7,100          

Total expenditures - all governmental funds 1,432,909    1,391,327    41,582        

Excess of expenditures over revenue (6,176)         26,164         (32,340)      

O ther financing sources (uses):

Proceeds from Lease 696              -                  696             

Total other financing sources (uses) 696              -                  696             

Net change in fund balances (5,480)         26,164         (31,644)      

Fund Balance - beginning 176,500       150,336       26,164        

Fund Balance - ending 171,020$     176,500$     (5,480)$      
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Significant Changes 
 

City Schools’ realized an overall decrease in Fund Balance of $5.5 million.  General Fund fund balance had a decrease primarily 

due to a decrease in State and Federal revenue.  The Food Service Fund fund balance increased due to an increase in revenue 

related to participation in the Community Eligibility Program (CEP).  The Debt Service Fund fund balance increased due to 

required deposits made to the debt service trust accounts.   

 

Fiduciary Funds 
 

City Schools is the trustee, or fiduciary, for assets that belong to others, such as the school activity funds.  City Schools is 

responsible for ensuring that the assets reported in these funds are used only for their intended purposes and by those to whom 

the assets belong.  City Schools excludes these activities from the government-wide and fund financial statements because it 

cannot use these assets to finance its operations. 

 

Notes to Financial Statements 
 

The notes to the basic financial statements complement the financial statements by describing qualifying factors and changes 

throughout the fiscal year. 

 

Capital Assets 
 

City Schools’ investment in capital assets as of June 30, 2017 amounts to $647.9 million (net of accumulated depreciation).  

This investment in capital assets includes building improvements, equipment and construction-in-progress.  The net decrease 

in City Schools’ capital assets during the fiscal year was $14.1 million.  Major Capital asset events during the year included 

the following: 

 

 Renovations to 21st Century Schools - $1.2 million 

 Media Center renovations - $1.1 million 

 Window and Door replacements - $3.1 million 

 HVAC Replacements - $18.8 million 

 Fire Alarm Replacements - $2.0 million 

 Roof Replacements - $5.7 million 

 Elevator Replacements - $2.0 million 

 

In addition, City Schools had outstanding commitments under long-term construction projects in the amount of $33.5 million 

as of June 30, 2017.  Additional information on City Schools’ capital assets can be found in Note 4, Capital Assets. 

 

Debt Administration 
 

In addition to the authority granted the City Schools’ by Maryland State SB 773 for bonds and Section 4-306.1 of the Education 

Article of the Annotated Code of the State of Maryland for leases, in 2002 (revised February 2012), City Schools adopted a 

formal debt policy which set forth the parameters for issuing debt and managing outstanding debt as well as the process for 

issuing debt.  The scope of the policy includes the direct debt, lease obligations and loan guarantees of City Schools.  The 

policy does not include or envision debt incurred on behalf of City Schools by the State of Maryland or the City of Baltimore 

to fund the Capital Improvement Plan of City Schools. 

 

The Board of School Commissioners of City Schools’ set the debt limitation policy to limit debt service to 5.0% of the then 

current Total General Fund Operating Budget.  As of June 30, 2017, City Schools’ has $195.0 million of debt authorized and 

unissued of the $200.0 million authorized by the State of Maryland.  For more information on Debt Administration please see 

Note 5, General Long-Term Obligations. 
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BUDGETARY HIGHLIGHTS 
 

The General Fund operates under a legally adopted annual budget.  All annual unencumbered appropriations lapse at fiscal 

year-end except in the Capital Projects Fund where the budget is project length based.  Additional information can be found in 

Note 2, Budgeting and Budgetary Control. 

 

The appropriated budget is prepared by fund, program, category, and cost center.  Schools are allocated general fund and grant 

based allocations, based on the budgeting criteria developed within the Fair Student Funding initiative and eligibility criteria 

associated with each grant.  

 

The following schedule summarizes a comparison of the original and final budget and actual results for the General Fund for 

the year ended June 30, 2017 (Expressed in thousands). 

(Expressed in Thousands)

Original 

Budget Final Budget

(Budgetary 

Basis) Actual

Net Change 

(Final Budget 

to Actual)

Revenues and Other Financing Sources  $       1,203,069  $       1,204,588  $       1,155,578  $            49,010 

Expenditures           1,203,069           1,204,588           1,148,093                56,495 

Excess of Revenues and Other Financing 

Sources over Expenditures  $                      -  $                      -  $              7,485  $              7,485 

The excess of revenues and other financing sources over expenditures of $7.5 million was primarily attributable to favorable 

variances for fringe benefits, plant services, and instruction expenditures. 

 

The following schedule summarizes a comparison of the original and final budget and actual results for the Special Revenue 

Fund for the year ended June 30, 2017 (Expressed in thousands). 

(Expressed in Thousands)

Original 

Budget Final Budget Actual

Revenues and Other Financing Sources  $          99,713  $        146,183  $         112,100 

Expenditures              99,713            146,183             107,039 

Excess of Revenues and Other Financing 

Sources over Expenditures  $                    -  $                    -  $             5,061 

 
The excess of expenditures over revenues and other financing sources of $5.1 million was attributable to the excess of 

expenditures over revenue for Third Party Billing. 

 

The following schedule summarizes a comparison of the original and final budget and actual results for the Food Service Fund 

for the year ended June 30, 2017 (Expressed in thousands). 

(Expressed in Thousands)

Original 

Budget Final Budget Actual

Revenues and Other Financing Sources  $          46,250  $          50,650  $          51,997 

Expenditures              46,250              50,650              49,765 

Excess of Revenues and Other Financing 

Sources over Expenditures  $                    -  $                    -  $            2,232 
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGET 

 

The Baltimore City Board of School Commissioners is required to submit an annual budget for its Governmental Fund Types 

to the Mayor and City Council each year.  Accordingly, the new fiscal year budget is known prior to the end of the current 

fiscal year. 

 

Maryland state law mandates a certain level of state and city funding for the board based on formulas that include factors such 

as student enrollment, prior fiscal year per pupil expenditures, and the wealth of the city.  The City of Baltimore is required, in 

compliance with state maintenance of effort calculations, to provide funding at least equal to the current year student enrollment 

multiplied by the city’s local appropriation on a per pupil basis for the prior fiscal year. 

 

The operating budget for the Fiscal Year 2018 was adopted by the Baltimore City Board of School Commissioners on May 23, 

2017 and passed by the Baltimore City Council on June 12, 2017. 

 

The adopted budget for local funding increased to $278.4 million primarily from an increase due to House Bill 684.  The State 

funding decreased by $15.7 million due to formula reductions related to decrease enrollment and increased wealth of the City 

of Baltimore partially offset by increased State funding for Pre-K, declining enrollment, and other grants. 

  

The State of Maryland Bridge to Excellence in Public Schools and the Federal No Child Left Behind Acts established certain 

requirements for public school systems.  These requirements include, but are not limited to; highly qualified teachers and 

paraprofessionals; expanded school choice option for parents; and extensive data tracking and reporting requirements. These 

requirements have significant potential cost impacts associated with them. 

 

REQUESTS FOR INFORMATION 
 

This financial report is designed to provide citizens, taxpayers, parents, students, and creditors with a general overview of City 

Schools’ finances and to show City Schools’ accountability for the money it receives.  Additional details can be requested by 

mail at the following address: 

 

Baltimore City Schools  

Chief Financial Officer 

200 East North Avenue, Room 403 

Baltimore, MD  21202 

Or visit our website at: www.baltimorecityschools.org

http://www.baltimorecityschools.org/
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Baltimore City Public Schools 

Statement of Net Position 

June 30, 2017 

(with Comparative Summarized Totals for 2016) 

(Expressed in Thousands) 

Governmental Activities

2017 2016

Assets

Cash and cash equivalents 237,196$       250,006$       

Investments 112,105         70,350           

Accounts receivable 3,419             3,156             

Inventories 1,856             1,908             

Other current assets 15                  15                  

Due from other governments 41,354           43,617           

Due from Baltimore City 6,600             6,847             

Construction in progress 63,467           77,166           

Capital assets, net of depreciation 584,414         584,820         

Total Assets 1,050,426$    1,037,885$    

Liabilities

Accounts, salary and other payables 207,471         181,014         

Due to Baltimore City 7,011             10,084           

Unearned revenue 6,838             3,273             

Other liabilities 10,205           5,028             

Compensated absences

Due within one year 5,028             5,572             

Due in more than one year 40,575           42,765           

Capital lease obligations

Due within one year 5,202             6,366             

Due in more than one year 14,495           19,094           

Bonds payable - Net

Due within one year 11,735           9,979             

Due in more than one year 96,985           108,720         

Total Liabilities 405,545$       391,895$       

Net Position

Net investment in capital assets 519,464         517,827         

Restricted for:

Special Funds 14,523           9,462             

Debt Service 4,170             3,315             

Food Service 5,837             4,144             

Unrestricted 100,887         111,242         

Total Net Position 644,881$       645,990$       

 



 

 

The notes to the basic financial statements are an integral part of this statement. 
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Baltimore City Public Schools 

Statement of Activities 

For the Fiscal Year Ended June 30, 2017 

(with Comparative Summarized Totals for 2016) 

(Expressed in Thousands) 

Charges for Operating Grants Capital Grants and Total Total

Expenses Services and Contributions Contributions 2017 2016

Functions/Programs

Governmental activities:

Instruction:

Regular programs 684,037$        -$                 93,392$                  -$                              (590,645)$       (580,592)$       

Special education 245,217          -                   15,708                    -                                (229,509)         (227,920)         

Support services:

Student personnel services 23,044            -                   -                              -                                (23,044)           (23,236)           

Student health services 12,650            -                   3,000                      -                                (9,650)             (6,550)             

Administration 87,157            -                   -                              -                                (87,157)           (77,236)           

Mid-level administration 100,255          -                   -                              -                                (100,255)         (112,957)         

Plant services 168,852          -                   -                              34,713                      (134,139)         (110,427)         

Student transportation services 51,692            -                   -                              -                                (51,692)           (52,465)           

Food Services 49,765            246               51,751                    -                                2,232              2,811              

Community Services -                     -                   -                              -                                -                      -                      

Interest on long-term debt 5,174              -                   -                              -                                (5,174)             (5,512)             

Total Governmental Activities 1,427,843$     246$             163,851$                34,713$                    (1,229,033)      (1,194,084)      

General revenues:

State, Federal and City grants (unrestricted) 1,209,483       1,212,751       

Interest and investment earnings 1,842              946                 

Miscellaneous 16,599            17,106            

Total general revenues 1,227,924       1,230,803       

Change in net position (1,109)             36,719            

Net position – beginning 645,990          609,271          

Net position – ending 644,881$        645,990$        

Program Revenues

Net (Expenses) Revenue and 

Change in Net Position

 



 

 

The notes to the basic financial statements are an integral part of this statement. 
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Baltimore City Public Schools 

Balance Sheet - Governmental Funds 

June 30, 2017 

(with Comparative Summarized Totals for 2016) 

(Expressed in Thousands) 

 

General

Special 

Revenue

Capital 

Projects

Food 

Service

Debt 

Service Total 2017 Total 2016

Cash and cash equivalents 224,418$   -$             -$             -$             12,778$      237,196$   250,006$   

Investments 112,105     -               -               -               -                 112,105     70,350       

Accounts receivable 3,143         276          -               -               -                 3,419         3,156         

Interfund receivables -                 -               4,245       5,309       84               9,638         8,133         

Inventories -                 -               -               1,856       -                 1,856         1,908         

Other current assets 15              -               -               -               -                 15              15              

Due from other governments 6,030         33,699     128          1,497       -                 41,354       43,617       

Due from Baltimore City -               6,600       -               -                 6,600         6,847         

Total Assets 345,711$   33,975$   10,973$   8,662$     12,862$      412,183$   384,032$   

Liabilities and Fund Balances

Liabilities:

Accounts, salaries and other payables 192,212$   11,523$   2,777$     959          -$               207,471$   181,014$   

Due to Baltimore City 7,011         -               -               -               -                 7,011         10,084       

Interfund payables 7,232         2,406       -               -               -                 9,638         8,133         

Unearned revenues 108            5,523       -               1,207       -                 6,838         3,273         

Other liabilities 1,513         -               -               -               8,692          10,205       5,028         

Total Liabilities 208,076     19,452     2,777       2,166       8,692          241,163     207,532     

Fund Balances 

Non-spendable 15$            -$             -$             659$        -$               674$          846$          

Committed 20,000       -               -               -               -                 20,000       20,000       

Restricted -                 14,523     8,196       5,837       4,170          32,726       25,752       

Assigned 79,674       -               -               -               -                 79,674       90,142       

Unassigned 37,946       -               -               -               -                 37,946       39,760       

Total Fund Balances 137,635     14,523     8,196       6,496       4,170          171,020     176,500     

 $   345,711  $   33,975  $   10,973  $     8,662  $     12,862  $   412,183  $  384,032 

Assets

Total Liabilities and Fund Balances

 



 

 

The notes to the basic financial statements are an integral part of this statement. 
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Baltimore City Public Schools 

Reconciliation of the Governmental Funds 

Balance Sheet to the Statement of Net Position 

June 30, 2017 

(Expressed in Thousands) 

 

Total fund balances - governmental funds 171,020$         

The cost of capital assets (land, buildings, furniture and equipment) 

purchased or constructed is reported as an expenditure in governmental 

funds.  The Statement of Net Position includes those capital assets among 

the assets of City Schools as a whole:

Cost of capital assets 1,131,078     

Accumulated depreciation to date (483,197)       

647,881           

Long-term liabilities, including compensated absences, capital leases, and 

bonds payable and related premiums are not due and payable from current 

resources and, therefore, are not reported as liabilities in the funds:

Compensated absences and Early Retirement Incentive Plan payable (45,603)         

Capital leases (19,697)         

Bonds payable and related premium (108,720)       

(174,020)          

Net position 644,881$         



 

 

The notes to the basic financial statements are an integral part of this statement. 
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Baltimore City Public Schools 

Statement of Revenue, Expenditures, and 

Changes in Fund Balances - Governmental Funds 

For the Fiscal Year Ended June 30, 2017 

(with Comparative Summarized Totals for 2016) 

(Expressed in Thousands) 
 

General

Special 

Revenue

Capital 

Projects

Food 

Service

Debt 

Service Total 2017 Total 2016

Revenues

State of Maryland 936,389$  2,089$    25,545$    689$       -$            964,712$     969,487$    

City of Baltimore 265,412    -              9,168        -             -              274,580       269,216      

Federal sources 7,682        108,721  -                51,062    -              167,465       158,308      

Local sources:

Interest earnings 1,822        -              20             -             -              1,842           946             

Food services -                -              -                246         -              246              309             

Other 13,889      1,290      2,709        -             -              17,888         19,225        

Total Revenues 1,225,194 112,100  37,442      51,997    -              1,426,733    1,417,491   

Expenditures

Current

Instruction:

Regular programs 614,025    71,541    -                -             -              685,566       659,800      

Special education 230,068    15,708    -                -             -              245,776       248,043      

Support services:

Student personnel services 19,974      3,136      -                -             -              23,110         23,364        

Student health services 9,650        3,000      -                -             -              12,650         12,550        

Administration 76,853      4,146      -                -             -              80,999         77,388        

Mid-level administration 91,172      9,361      -                -             -              100,533       113,552      

Plant services 122,292    7             -                -             -              122,299       96,798        

Student transportation services 51,571      140         -                -             -              51,711         52,499        

Food services -                -              -                49,765    -              49,765         48,077        

Community services -                -              -                -             -              -                   -                 

Capital outlay -                -              38,888      -             -              38,888         38,291        

Debt service:

Principal retirement -                -              -                -             16,438    16,438         15,452        

Interest and bank charges -                -              -                -             5,174      5,174           5,513          

Total expenditures 1,215,605 107,039  38,888      49,765    21,612    1,432,909    1,391,327   

         9,589        5,061        (1,446)       2,232    (21,612)           (6,176)         26,164 

Other Financing Sources (Uses)

Proceeds from leases 696           -              -                -             -              696              -                 

Transfers in from other funds -                -              -                120         22,467    22,587         22,958        

Transfers out to other funds (22,567)     -              (20)            -             -              (22,587)        (22,958)      

(21,871)     -              (20)            120         22,467    696              -                 

Net change in fund balances (12,282)     5,061      (1,466)       2,352      855         (5,480)          26,164        

Fund Balance - Beginning 149,917    9,462      9,662        4,144      3,315      176,500       150,336      

Fund Balance - Ending 137,635$  14,523$  8,196$      6,496$    4,170$    171,020$     176,500$    

Total Other Financing Sources (Uses)

Revenues Over (Under) Expenditures

 



 

 

The notes to the basic financial statements are an integral part of this statement. 
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Baltimore City Public Schools 

Reconciliation of Governmental Funds - Statement of Revenue, 

Expenditures and Changes in Fund Balances  

to the Statement of Activities 

For the Fiscal Year Ended June 30, 2017 

(Expressed In Thousands) 

 

 $               (5,480)

                (10,654)

                  (3,451)

                 16,438 

                     (696)

                   2,734 

 $               (1,109)Change in net position

In the Statement of Activities, certain operating expenses–compensated absences

(vacation, compensatory time, personal and sick leave)–are measured by the amounts

earned during the year. In the governmental funds, expenditures for these items are

measured by the amount of financial resources used (essentially, the amount actually

paid).  This is the amount by which payments of compensated absences exceeded amounts 

earned during the current year.

Total net change in fund balances – governmental funds

Repayment of bond principal and capital leases is an expenditure in the governmental

funds, but the repayment reduces long-term liabilities in the Statement of Net Position.

Proceeds from Computer Lease

Capital outlays are reported in governmental funds as expenditures. However, for

government-wide activities, those costs are shown in the Statement of Net Position and

allocated over their estimated useful lives as depreciation expense in the Statement of

Activities. This is the amount by which capital outlays, net of construction in progress

transferred to building improvements of $38,885 was exceeded by depreciation of $49,539

for the year: 

Upon disposal, the difference between the cost basis of assets and the accumulated

depreciation is recorded as a loss in the Statement of Activities. For governmental funds,

all capital assets are initially recorded as expenditures and therefore no loss is recognized

upon disposal.  

  



 

 

The notes to the basic financial statements are an integral part of this statement. 
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Total 2017 Total 2016

Assets

Cash and cash equivalents 2,793$        2,823$       

Total Assets 2,793$        2,823$       

Liabilities

Due to Student Groups and Others 2,793$        2,823$       

Total Liabilities 2,793$        2,823$       

(Expressed in Thousands)

Baltimore City Public Schools

Statement of Fiduciary Assets and Liabilities

June 30, 2017

(with Comparative Summarized Totals for 2016)

 
Statement of Revenue, Expenditures and Changes in Fund Balance 



 

  

 
Collaboration, 2nd, Grade 

Class Quilt 

Mixed media 

Matthew A. Henson Elementary, # 29 

C. Bole, Teacher 
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The accompanying basic financial statements of Baltimore City Public Schools (City Schools) have been prepared in 

conformity with generally accepted accounting principles in the United States of America (GAAP) as applied to governmental 

entities.  The following is a summary of City Schools’ significant accounting policies. 

 

The Reporting Entity - City Schools is a component unit of the City of Baltimore (the City) established under the Public 

General Laws of Maryland for the purpose of providing formalized instruction on the pre-elementary, elementary and secondary 

levels to the residents of the City.  

 

Legislation (Senate Bill 795 Chapter 105 of the Laws of 1997) was enacted by the 1997 Maryland General Assembly creating 

The New Baltimore City Board of School Commissioners (the Board), effective June 1, 1997.  A new partnership was 

established between the City and the State of Maryland (the State) to improve the quality of public education through increased 

funding.  A new nine-member board was jointly appointed by the Mayor and Governor.  The Board has the authority and 

responsibility for all City Schools’ functions including the adoption of rules and regulations and prescribing policies and 

procedures for the management, maintenance, operation and control of City Schools.  City Schools is under the jurisdiction of 

the Board.  The Board remains financially accountable to the City.  

 

City Schools receives funds primarily from the City and the State in the form of appropriations and grants, as well as federal 

grants, private donations, gifts and other grants made directly to City Schools.  City Schools is subject to the budgetary control 

and expenditure authorization of the City with regards to appropriations included in City Schools’ General Fund.  

 

City Schools is incorporated in the financial statements of the City as a component unit in accordance with criteria established 

by the Governmental Accounting Standards Board (GASB).  

 

Basis of Presentation – In June 1999, GASB issued Statement No. 34, Basic Financial Statements and Management’s 

Discussion and Analysis – for State and Local Governments.  This statement, known as the “Reporting Model” statement, 

affects the way City Schools prepares and presents financial information.   

 

GASB Statement No. 34 established new requirements and a new reporting model for the annual financial reports of state and 

local governments.  The Statement was developed to make annual reports easier to understand and more useful to the people 

who use governmental financial information to make decisions.  The information required by GASB Statement No. 34 is: 

 

 Management’s Discussion and Analysis – GASB Statement No. 34 requires that financial statements be accompanied 

by a narrative introduction and analytical overview of the government’s financial activities in the form of 

“Management’s Discussion and Analysis”  (MD&A). 

 Government – Wide Financial Statements – The reporting model requires financial statements to be prepared using 

full accrual accounting for all of City Schools’ activities.  This approach includes not just current assets and liabilities 

(such as cash and accounts payable) but also capital assets and long-term liabilities (such as buildings and general 

obligation debt).  Accrual accounting also reports all of the revenues and cost of providing services each year, not just 

those received or paid in the current year or soon thereafter.  Government-wide financial statements include the 

following statements: 

o Statement of Net Position – The Statement of Net Position displays the financial position of City Schools.  

City Schools reports all capital assets in the government-wide Statement of Net Position.  The net position 

of a government are broken down into three categories – 1) net investments in capital assets; 2) restricted; 

and 3) unrestricted. 

o Statement of Activities – The Statement of Activities reports expenses and revenues in a format that focuses 

on the cost of each of City Schools’ functions.  The expense of individual functions is compared to the 

revenues generated directly by the function.  City Schools reports depreciation expense – the cost of “using 

up” capital assets – in the Statement of Activities. 
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Funds - The accounts of City Schools are organized and operated as an independent fiscal and accounting entity with a self-

balancing set of accounts.  Fund accounting segregates funds according to their intended purpose and is used to aid management 

in demonstrating compliance with finance-related, legal and contractual provisions. The minimum number of funds consistent 

with legal and managerial requirements is maintained.  

 

The funds of City Schools are classified into two categories: governmental and fiduciary.  In turn, each category is divided into 

separate fund types.  The fund classifications and a description of each existing fund type follow:  

 

Governmental Funds – Governmental funds are used to account for City Schools’ general government activities, including 

the collection and disbursement of specific or legally restricted monies, the acquisition or construction of capital assets, and 

the servicing of general long-term debt.  City Schools reports the following major governmental funds:  

 

General Fund - the primary operating fund of City Schools accounts for all financial resources, except those 

required to be accounted for in other funds.  

 

Special Revenue Fund - accounts for the proceeds of Federal, State and other revenue sources that are legally 

restricted to expenditures for specified purposes.  

 

Debt Service Fund - accounts for the servicing of general long-term debt.  

 

Capital Projects Fund - accounts for the acquisition of capital assets or construction of major capital projects.  

These projects are funded by external borrowings or transfers from other funds. 

 

Food Service Fund - accounts for the operations of the schools’ cafeteria operations and proceeds of specific 

revenue sources that are legally restricted to expenditures for that purpose.  

 

Fiduciary Funds – account for resources and related liabilities held by City Schools as an agent for others. 

 

Governmental Accounting Standards Board (GASB) Pending Pronouncements 
 

GASB routinely issues standards that will become effective in future years.  The following is a list of standards that have been 

issued that City Schools has determined may have an impact on future financial statements. 

 

Statement No. 75, Accounting and Financial Reporting for Postemployment Benefit Plans Other Than Pension.  The objective 

of this Statement is to improve accounting and financial reporting by state and local governmental postemployment benefit 

plans other than pensions.  This statement is effective for fiscal years beginning after June 15, 2017.  Postemployment Benefits 

Other Than Pensions for City Schools retirees is the responsibility of Baltimore City Government. 

 

Statement No. 81, Irrevocable Split-Interest Agreements.  The objective of this Statement is to improve accounting and financial 

reporting for irrevocable split-interest agreements by providing recognition and measurement guidance for situations in which 

a government is a beneficiary of the agreement.  The requirements of this Statement are effective for financial statements for 

periods beginning after December 15, 2016.  City Schools is currently evaluating the effect of implementation of this Statement.   

 

Statement No. 83, Certain Asset Retirement Obligations.  This Statement addresses accounting and financial reporting for 

certain asset retirement obligations, legally enforceable liabilities associated with the retirement of tangible capital assets.  The 

requirements of this Statement are effective for reporting periods beginning after June 15, 2018.  City Schools is currently 

evaluating the effect of implementation of this Statement. 

 

Statement No. 84, Fiduciary Activities.  The objective of this Statement is to improve guidance regarding the identification of 

fiduciary activities for accounting and financial reporting purposes and how those activities should be reported.  The 

requirements of this Statement are effective for reporting periods beginning after December 15, 2018.  City Schools is currently 

evaluating the effect of implementation of this Statement. 

  

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 



BALTIMORE CITY PUBLIC SCHOOL SYSTEM 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2017 

 

22 

 

Statement No. 85, Omnibus 2017.  The objective of this Statement is to address practice issues that have been identified during 

implementation and application of certain GASB Statements.  Topics addressed include issues related to blending component 

units, goodwill, fair value measurement and application, and postemployment benefits.  The requirements of this Statement are 

effective for reporting periods beginning after June 15, 2017.  City Schools is currently evaluating the effect of implementation 

of this Statement. 

 

Statement No. 87, Leases.  The objective of this Statement is to better meet the informational needs of financial statement users 

by improving accounting and financial reporting for leases by governments.  The requirements of this Statement are effective 

for reporting periods beginning after December 15, 2019.  City Schools is currently evaluating the effect of implementation of 

this Statement. 

 

Basis of Accounting and Measurement Focus 
 

Government-Wide Financial Statements (GWFS) - The Statement of Net Position and the Statement of Activities display 

information about the reporting government as a whole.  Fiduciary funds are not included in the GWFS.  Fiduciary funds are 

reported only in the Statement of Fiduciary Assets and Liabilities at the fund financial statement level.  The government- 

 

wide financial statements are reported on the accrual basis of accounting.  On the accrual basis, revenue from grants, 

entitlements, and donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.  General  

Fund State revenue is accrued for Major State Aid Programs as well as estimates of other State programs. 

 

The Statements of Net Position and Activities were prepared using the economic resources measurement focus and the accrual 

basis of accounting.  Revenues, expenses, gains, losses, assets, and liabilities resulting from exchange and exchange-like 

transactions are recognized when the exchange takes place.  Revenues, expenses, gains, losses, assets, and liabilities resulting  

from nonexchange transactions are recognized in accordance with the requirements of GASB Statement No. 33, Accounting 

and Financial Reporting for Nonexchange Transactions. 

 

Program revenues - Program revenues included in the Statement of Activities are derived directly from the various programs 

and reduce the cost of the function to be financed from City Schools’ general revenues.  

 

Allocation of indirect expenses - City Schools reports all direct expenses by function in the Statement of Activities.  Direct 

expenses are those that are clearly identifiable with a function.  Interest on general long-term debt and depreciation are 

considered indirect expenses and are reported on the Statement of Activities.  

 

Governmental Funds - The accounting and financial reporting treatment applied to a fund is determined by its measurement 

focus.  Governmental fund types use the flow of current financial resources measurement focus and the modified accrual basis 

of accounting.  Under the modified accrual basis of accounting, revenues are recognized when susceptible to accrual (i.e., when 

they are "measurable and available").  "Measurable" means the amount of the transaction can be determined and "available" 

means collectible within the current period or soon enough thereafter to pay liabilities of the current period.  City Schools 

considers all revenues available if they are collected within 60 days after year-end.  Principal revenue sources considered 

susceptible to accrual include federal and state grants, local city government appropriations and other intergovernmental 

revenues. Expenditures are recorded when the related fund liability is incurred, except for unmatured principal and interest on 

general long-term debt which is recognized when due.  Compensated absences and claims and judgments are reported in a 

governmental fund only if the claims are due and payable.  With this measurement focus, only current assets and current 

liabilities are generally included on the balance sheet.  Operating statements of these funds present increases and decreases in 

net current assets.  

 

Fiduciary Fund - The agency fund is custodial in nature (assets equal liabilities) and does not present results of operations or 

have a measurement focus.  The agency fund is accounted for using the accrual basis of accounting.  This fund is used to 

account for assets that City Schools holds for individual schools and the Gary I. Strausberg Children’s Cable Fund in an agency 

capacity.  
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Deferred outflows/inflows of resources - A deferred outflow of resources represents a consumption of net position that applies 

to a future period and so will not be recognized as an outflow of resources (expenditure) until the future period.   

 

A deferred inflow of resources represents an acquisition of net position that applies to a future period and so will not be 

recognized as an inflow of resources (revenue) until the future period. 

 

Cash and cash equivalents - City Schools maintains its own bank accounts and relationships with all revenue collected and 

expenditures paid through these accounts.  City Schools defines cash and cash equivalents to include the following: all highly 

liquid and unrestricted investments with a maturity of three months or less at the date of purchase; all cash and investments 

which are used essentially as demand accounts; all cash with fiscal agents; and all restricted cash and investments that have 

been determined to be cash equivalents.   

 

Investments - Investments consist of those permitted by the investment policy including obligations of the U.S. government 

and federal agencies, bankers’ acceptances, repurchase agreements, certificates of deposit, money market mutual funds, 

investments in the Maryland Local Government Investment Pool and commercial paper. All investments are fully 

collateralized.  Investments are recorded at amortized cost and fair value. Fair value is based upon quoted market prices. City 

Schools classifies its investments as current or non-current based on the maturity dates. Short-term investments have maturities 

of less than 91 days. 

 

Inventory - Inventory of the Special Revenue Fund - Food Services Fund is recorded at cost for purchased items and at values 

assigned by the federal government for USDA donated commodities.  Inventory consists of expendable supplies, valued at 

cost, and food held for consumption, valued at the lower of cost or market on a first-in, first-out basis.  Inventory is reflected 

in the government-wide financial statements by the consumption method.  Under this method, the expenditure is recognized 

when inventory is used.   

 

In the fund financial statements, these inventories are offset by a fund balance classification which indicates that they do not 

constitute available expendable resources, even though they are a component of assets.  Commodity foods consumed during 

the year, totaling $3.2 million have been included in revenue and the cost of food sold.  The value of USDA commodities not 

yet consumed as of June 30, 2017, was $1.2 million and has been included in inventory and unearned revenue.  The remaining 

inventory on hand totaled $0.7 million at June 30, 2017 which consisted of processed commodities, paper supplies, and food 

in schools. 

 

Due from other governments – Due from other governments includes amounts due from the Maryland State Department of 

Education and the Federal government. 

 

Short-Term Interfund Receivables/Payables - During the course of operations, numerous transactions occur between 

individual funds for services rendered.  These receivables and payables are classified as due from other funds or due to other 

funds on the fund financial statements balance sheet. Short-term interfund loans are classified as interfund receivables/payables.  

 

Elimination and Reclassifications - In the process of aggregating data for the statement of net position and the statement of 

activities, some amounts reported as interfund activity and balances in the funds were eliminated or reclassified.  Interfund 

receivables and payables were eliminated to minimize the "grossing up" effect on assets and liabilities within the governmental 

activities column.  

 

Capital Assets - Capital assets - unit costs exceeding $5,000 are recorded at historical cost and depreciated over their estimated 

useful lives (excluding salvage value).  Donated capital assets are recorded at their acquisition value at the date of donation.  

Estimated useful lives are management's estimate of how long assets are expected to meet service demands. Construction-in-

Progress are not depreciated.  Straight line depreciation is used based on the following estimated useful lives:  

 

 

Building Improvements 

 

20-30 years 

Furniture and equipment 3-10 years  
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Intangible Assets – Although City Schools has adopted GASB Statement No. 51, Accounting and Financial Reporting for 

Intangible Assets, none of its expenditures meet the criteria to capitalize. 

 

Unearned revenues - City Schools reports unearned revenues on its Statement of Net Position and fund balance sheet.  

Unearned revenues arise when resources are received by City Schools before it has a legal claim to them, as when grant monies 

are received prior to the occurrence of qualifying expenditures.  In subsequent periods, when City Schools has a legal claim to 

the resources, the liability for deferred revenue is removed and the revenue is recognized.  

 

Compensated absences - For leave accumulation purposes, employees of City Schools are granted sick, vacation, 

compensatory time and personal leave in varying amounts based on length of service and bargaining unit.  A limited number 

of sick, vacation, compensatory time and personal leave days may be carried forward from year to year and upon separation of 

employment, based on length of service and bargaining unit, employees are paid accumulated sick, vacation, compensatory 

time and personal leave days at appropriate formulas and rates.  The unpaid vested sick, vacation, compensatory time and 

personal leave days have been reported as compensated absences.   

 

Employees can accumulate a maximum of 144 to 240 vacation and personal leave days, depending on the employee's bargaining 

unit.  Vacation, compensatory time and personal leave days may be taken either through time off or carried until paid upon 

separation.  Accumulated vacation, compensatory time and personal leave are accrued in the government-wide financial 

statements. 

 

City Schools records unpaid leave, including sick leave, at year-end in the government-wide financial statements.  The total 

value of unpaid leave and early retirement incentive plan accrued as of June 30, 2017, was $45.6 million.  These unpaid amounts 

will be paid as salary or termination payments from expendable available resources provided for in the budgets of future years 

(Expressed in thousands). 

Value of unpaid leave as of June 30, 2016 48,337$            

Increases 38,918              

Deductions (41,652)             

Value of unpaid leave and Early Retirement

Incentive Plans as of June 30, 2017 45,603$            

 
Included in the above schedule is the cost of the Early Retirement Incentive Plan (ERIP) offered by City Schools during fiscal 

years 2011 and 2012.  The total cost of $23.6 million was recorded in the government-wide financial statements. During fiscal 

year 2017 the final payment of $0.7 million was paid. 

 

In addition to the value of unpaid leave and ERIP recorded on the government-wide financial statement, City Schools records 

an accrual for severance pay in the governmental statement and this accrual is recorded in the general fund.  The accrual for 

fiscal 2017 in the amount of $4.1 million is included in the Balance Sheet Governmental Fund as Account, Salaries, and Other 

Payables.  

 

The legislation (Senate Bill 795), which created the Board, states that if assets are not sufficient to fund liabilities transferred, 

the liabilities shall be retained by the Mayor and City Council.  

 

Long-term Liabilities - For fund financial reporting, bond premiums and discounts, as well as issuance cost, are recognized 

in the period the bonds are issued.  Bond proceeds are reported as other financing sources, net of the applicable premium or 

discount.  Issuance costs, even if withheld from the actual net proceeds received, are reported as debt service expenditures.  
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Restricted Net Position - For the government-wide statement of net position, net position is reported as restricted when 

constraints placed on net position used are either:  

 

 Externally imposed by creditors (such as debt covenants), grantors, contributors, or laws or regulations of other 

governments.  The balance includes unspent proceeds from the sale of bonds, inventory and unspent grants.  

 

 Imposed by law through constitutional provisions or enabling legislation.  

 

The Board follows the requirements of Governmental Accounting Standards Board (GASB) Statement No. 54, Fund Balance 

Reporting and governmental Fund Type Definitions.  This statement establishes fund balance classifications that comprise a  

hierarchy based primarily on the extent to which a government is bound to observe constraints imposed upon the use of the 

resources reported in governmental funds.  

 

Statement 54 requires that fund balance amounts be properly reported within one of the fund balance categories listed below. 

 

 Nonspendable – Includes fund balance amounts that cannot be spent.  They are either (1) not in spendable form such 

as inventory and prepaid expenses, and /or (2) legally or contractually required to be maintained intact such as a 

permanent fund. 

 

 Restricted – Includes amounts that are restricted to specific purposes when constraints are placed on the use of 

resources by constitution, external resource providers, or through enabling legislation. 

 

 Committed – Includes fund balance amounts that can be used only for the specific purposes determined by formal 

action (Board resolution) of the Board of Education (highest level decision making authority).   

 

 Assigned – Includes fund balance amounts that are intended to be used by the Board for specific purposes.  The Board 

has delegated the authority to assign fund balance amounts, for specific purposes, to the Chief Executive Officer or 

his designee. 

 

 Unassigned – Represents the residual classification for the Board’s general fund and includes all spendable amounts 

not contained in the four classifications described above.  A positive fund balance in this category may only be 

recorded in the general fund.  A negative unassigned fund balance may be reported in other governmental funds, if 

expenditures incurred for specific purposes exceed the amounts restricted, committed, or assigned for those purposes.  

 

The Fund Balance Policy was approved by the Board on December 9, 2014.  Per this policy, the authority to commit fund 

balances to a specific purpose shall be done by a resolution of City Schools’ Board of School Commissioners 

 

Per this policy, when both restricted and unrestricted resources are available, it is the Board’s intent to utilize the restricted 

resources prior to the unrestricted resources.  When only unrestricted resources are available, it is the Board’s intent to spend 

the committed resources, then the assigned resources, and finally the unassigned resources.  This policy also clarifies the 

assignment of fund balances. 

 

Interfund Activity - Interfund activity is reported as either reimbursements or transfers.  Reimbursements are when one fund 

incurs a cost, charges the appropriate benefiting fund and reduces its related cost as a reimbursement.  All other interfund 

transactions are treated as transfers.  Transfers between funds are netted as part of the reconciliation to the government-wide 

financial statements.  

 

Use of Estimates - The preparation of financial statements in conformity with accounting principles generally accepted in the 

United States of America requires management to make estimates and assumptions that affect the reported amounts of assets 

and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts 

of revenues and expenditures during the reporting period.  Actual results could differ from those estimates.  
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Pensions - For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of resources 

related to pensions, and pension expense, information about fiduciary net position of the Maryland State Retirement and 

Pension System (System) and Employees’ Retirement System of the City of Baltimore (ERS) and additions to/deductions from 

the plans fiduciary net position have been determined on the same basis as they are reported by the plans.  For this purpose,  

benefit payments (including refunds of employee contributions) are recognized when due and payable in accordance with the 

benefit terms. Investments are reported at fair value. 

 

City Schools has a special funding situation for the System and a special legal arrangement related to ERS.  City Schools does 

not record a net pension liability; but is required to include the related GASB 68 pension disclosures and required supplemental 

information in the financial statements.   

 

 

The Board operates within budget requirements for local education agencies as specified by State law or by the City Charter.  

The Board is required to submit an annual budget for its Governmental Fund Types to the Mayor and City Council each year.  

City Schools has a legally adopted annual budget which includes an approved amount from the amounts estimated to be 

available for the General Fund, Special Revenue Fund, and the Food Services Fund.  The Capital Projects Fund has a legally 

adopted project based budget.  In addition, the City's Board of Estimates is required to submit its recommended budget for City 

Schools to the City Council each year.  The City Council approves the budget ordinance each year.     

 

The Board may transfer funds between major categories with the approval of the City Council.  The Board has the authority to 

transfer funds between objects (i.e., salaries and wages, contracted services, supplies and materials, other charges and 

equipment) within the major categories, but must notify the City Council of such action at the end of each month.  City Schools 

limits spending through budgetary appropriations.  These limits are established at the fund level for the General Fund and the 

Special Revenue Fund. 

 

In accordance with Education Article V, Section 105, of the State of Maryland Annotated Code, the Board may not exceed the 

appropriation by category.  

 

The management staff of City Schools is responsible for preparing the budget, monitoring budgetary expenditures, reporting 

on the status of the budget, and making recommendations for transfers between objects of expenditure and major categories of 

expenditure.  All such recommendations are subject to Board and City Council approval.  At year end, certain transfers had not 

been formally communicated to the City Council. 

 

Unencumbered appropriations lapse at the end of each fiscal year, except in the Capital Projects Fund, where appropriations 

do not lapse.  Encumbered appropriations are liquidated through expenditures in the subsequent fiscal year.  The portion of 

fund balance related to lapsed appropriations must be re-appropriated through the budget to be spent.  

 

The Required Supplementary Information Budgetary Comparison Schedule – General Fund (Non GAAP budgetary Basis)  has 

been prepared on a legally prescribed budgetary basis of accounting that differs from GAAP.  The primary difference is that 

the budgets are prepared using encumbrance accounting where encumbrances are treated as expenditures of the current period. 

 

The Required Supplementary Information Comparison Schedule has been prepared for the Special Revenue and Food Service 

Funds to compare the budget to actual.  No difference exists between the modified accrual basis and budgetary statement.  

 

As of June 30, 2017, the City Schools’ budgetary accounting principles differ from accounting principles generally accepted 

in the United States as follows for the General Fund (Expressed in thousands): 
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General Fund Revenues Expenditures

Other Financing 

Sources/Uses

Excess/Deficiency 

of Revenue & 

Other Financing 

Sources over 

Expenditures

Fund 

Balance

Report on the Budgetary Basis of 

Accounting 1,154,882$      (1,148,093)$    696$                    7,485$                      134,835$     

Retirement costs paid on the City 

Schools' behalf by the State of 

Maryland 70,312             (70,312)           -                          -                               -                   

Effect of encumbrances -                      2,800               -                          2,800                        2,800           

Transfer out to other funds -                      -                      (22,567)               (22,567)                    -                   

Report on the Basis of GAAP 1,225,194$      (1,215,605)$    (21,871)$             (12,282)$                  137,635$     

 

Governmental Funds

Cash, Cash Equivalents, and 

Short-term Investments General

Capital 

Projects Debt Service

Fiduciary 

Funds Total

Checking 9,094$        -$             -$                    1,595$      10,689$      

Money Market 73,264        -               12,778             29             86,071        

Fixed Income Funds -                 -               -                      634           634             

Commercial Paper 9,986          -               -                      -                9,986          

U.S. Government Obligations 132,074      -               -                      -                132,074      

Equity Funds -                 -               -                      535           535             

Subtotal - Cash, Cash 

Equivalents, and Short-term 

Investments

224,418$    -$             12,778$           2,793$      239,989$    

Long Term Investments

Commercial Paper 6,963$        -$             -$                    -$              6,963$        

U.S. Treasury Obligations -                 -               -                      -                -                 

U.S. Government Obligations 105,142      -               -                      -                105,142      

U.S Treasury Obligations -                 -               -                      -                -                 

Subtotal - Long Term 

Investments
112,105$    -$             -$                    -$              112,105$    

Total - Cash and Cash 

Equivalents and Investments
336,523$    -$             12,778$           2,793$      352,094$    
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Temporary Investment of Cash Balances 
 

City Schools, through the office of the Chief Financial Officer, pursues a cash management and investment program to achieve 

the maximum financial return on available funds.  Depending on the projected cash needs of City Schools, excess funds may 

be invested on a short, intermediate or long-term basis at the best obtainable rates.  Investments are generally in direct or 

indirect obligations of the U.S. government and are fully collateralized.   
 

Deposits 
 

Custodial Risk: In the case of deposits, this is the risk that in the event of a bank failure, City Schools’ deposits may not be 

returned to City Schools. The Annotated Code of Maryland requires that funds on deposit with a financial institution be fully 

secured by deposit insurance, surety bonds, obligations of the United States or its agencies, obligations of the State of Maryland 

or any of its agencies, or obligations of a county, other governmental authority, or municipal corporation in the State of 

Maryland. 
 

At June 30, 2017, the reported balance of City Schools’ deposits was $9.1 million and the bank balance was $19.3 million. The 

entire bank balance was collateralized by the federal depository insurance or by collateral held by City Schools' agent in City 

Schools’ name.  School Activity Funds are collateralized at the entity level. 
 

City Schools’ investments at June 30, 2017, are presented below.  All investments are identified by investment type and 

individual investment maturity (Expressed in thousands). 

Investment Maturities (In Months)

Investment Type

Fair Market 

Value Less Than 4 4 to 12 Percent

Max. allowed 

per Investment 

Policy

Money Market Funds 86,071$               86,071$               -$                        25.2% 100%

Commercial Paper 16,949                 9,986                   6,963                   5.0% 5%

Fixed Income 634                      634                      -                          0.2% 100%

Equity Funds 535                      535                      -                          0.1% 100%

U.S. Government Obligations 237,216               132,074               105,142               69.5% 100%

Total Invested Funds 341,405$             229,300$             112,105$             100.0%

Less: Cash Equivalents (229,300)$           

Total Investments 112,105$             
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Investment Ratings

Moody Percent Fair Value S&P Percent Fair Value

AAA 21.4% 73,264                  (1)

AA+ 45.8% 156,311                (1)

A-1+ 3.2% 10,974                  (2)

P-1 5.0% 16,949                 A-1 1.8% 5,975                    (2)

Aaa 21.4% 73,264                 (1)

AGY 69.5% 237,216               AGY 23.7% 80,906                  (1)

Not Rated 4.1% 13,976                 Not Rated 4.1% 13,975                  (3)

100.0% 341,405$             100.0% 341,405$              

Risk Classification

(1) - Prime - Maximum Safety

(2) - Upper Medium Grade

(3) - Not Rated

Ratings apply to all Money Market funds, Commercial Paper, U.S. Government Agencies, Certificates of 

Deposit/Bankers' Acceptance and MLGIP (Expressed in thousands).

 
Risk Classifications  
 

Custodial Credit Risk – Custodial credit risk for investments is the risk that in the event of a failure of the counterparty to a 

transaction, City Schools will not be able to recover the value of investments or collateral securities that are in possession of  

an outside party.  All of City Schools’ investments are fully insured or collateralized as required by City School Investment 

Policy. 

 

Interest rate risk – Interest rate risk is the risk that changes in interest rates of debt investments will adversely affect the fair 

value of investments.  Fair value fluctuates with interest rates, and increasing interest rates could cause fair value to decline 

below original cost.  To limit City Schools’ exposure to fair value losses arising from increasing interest rates and to remain 

sufficiently liquid to enable City Schools to meet all operating requirements which might be anticipated, City Schools’ 

investment policy requires a minimum of 20 percent of investments be in liquid investments which include U.S. Government 

Securities, Maryland Local Government Investment Pool (MLGIP) Investments, Overnight Repurchase Agreements and 

Money Market Mutual Funds.  

 

Credit risk – City Schools’ investment policy permits the following investment types:  U.S. government and federal agencies; 

repurchase agreements; bankers’ acceptances; money market mutual funds; Maryland local government investment pool; 

certificate of deposits and time deposits; and commercial paper.  Bankers’ acceptances of domestic banks and commercial 

paper must maintain the highest rating from one of the Nationally Recognized Statistical Rating Organizations (NRSRO) as 

designated by the SEC or State Treasurer. Repurchase agreements require collateralization at 102% of the principal amount by 

an obligation on the United States, its agencies or instrumentalities provided the collateral is held by a custodian.  Certificates 

of deposit or time deposits must be collateralized at 102% of the market value and held by a custodian. 
 

Concentration of credit risk – Concentration risk is the risk that an issuer or other counterparty to an investment will not 

fulfill its obligation.  As stated above, City Schools limits investments to highly rated investments in the categories discussed 

above.  City Schools does not have any individual issuer limits.  Concentration of credit risk is the risk of loss attributed to the 

magnitude of a government’s investment in a single issuer.  City Schools’ investment policy does not permit investments in 

Commercial Paper of more than 5% and Certificates of Deposit/Bankers’ Acceptance of more than 25% of total investments.  
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U.S. Government Obligations and U.S. Government Agency obligations have no set limit.  As of June 30, 2017, no investments 

exceeded their allowable limits.   

 

Investments and Valuation - City Schools categorizes its investments using the fair value measurements identified in the fair 

value hierarchy established by generally accepted accounting principles.  The hierarchy is based on the valuation inputs used 

to measure the fair value of the asset and gives the highest priority to unadjusted quoted prices in active markets for identical 

assets or liabilities (level 1 measurements) and the lowest priority to unobservable inputs (level 3 measurements). The three 

levels of the fair value hierarchy are described below 

 

Level 1 – Valuations based on unadjusted quoted prices for identical assets or liabilities in active markets; 

 

Level 2 – Valuations based on quoted prices for similar assets or liabilities in active markets or identical assets or liabilities in 

less active markets, such as dealer or broker markets; and 

 

Level 3 – Valuations derived from valuation techniques in which one or more significant inputs or significant value drivers are 

unobservable, such as pricing models, discounted cash flow models and similar techniques not based on market, exchange, 

dealer or broker-traded transactions. 

 

Transactions are recorded on the trade date. Realized gains and losses are determined using the identified cost method. Any 

change in net unrealized gain or loss from the preceding period is reported in the statement of revenues, expenses and changes 

in net position. Dividends are recorded on the ex-dividend date. Interest is recorded on the accrual basis. Following is a 

description of the valuation methodologies used for assets measured at fair value. 

 

City schools investments are comprised of money market funds, fixed income securities, commercial paper and U.S. 

government securities and are valued at their Fair Market Value (“FMVs”) or amortized cost.  

 

Debt and equity securities classified in Level 1 of the fair value hierarchy are valued using prices quoted in active markets for 

those securities. Debt securities classified in Level 2 of the fair value hierarchy are valued using a matrix pricing technique. 

Matrix pricing is used to value securities based on the securities’ relationship to benchmark quoted prices. Commercial and 

residential mortgage-backed securities classified in Level 3 are valued using discounted cash flow techniques. Collateralized 

debt obligations classified in Level 3 are valued using consensus pricing. 

  

NOTE 3: CASH AND CASH EQUIVALENTS AND INVESTMENTS (Continued) 



BALTIMORE CITY PUBLIC SCHOOL SYSTEM 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2017 

 

31 

 

City Schools had the following recurring fair value measurements as of June 30, 2017: 

Level 1 Level 2 Level 3

Balance   June 

30, 2017

Investments by fair value level:

Debt Securities:

Equity Funds 535$          -$              -$              535$               

US Government Obligations -                237,216     -                237,216          

Total Debt Securities: 535            237,216     -                237,751          

Equity Securities:

Fixed Income -                634            -                634                 

Commercial paper -                16,949       -                16,949            

Total Equity Securities: -                17,583       -                17,583            

Investments carried at amortized cost:

Deposits -                -                -                10,689            

Money Market Mutual Funds -                -                -                86,071            

Total Investments at amortized cost: -                -                -                96,760            

Total Investments 535$          254,799$   -$              352,094$        

 

 

As a result of Senate Bill 795, all property granted, conveyed, devised or bequeathed for the use of the System is titled to and 

held in trust by the Mayor and City Council. If, with the approval of the State Superintendent, the System finds that any land, 

school site or building no longer is needed for school purposes, it shall be transferred to the Mayor and City Council and may 

be used, sold, leased or otherwise disposed of, except by gift, by the Mayor and City Council. 

 

The property, plant and equipment held for use by the System prior to enactment of Senate Bill 795, because it is titled to and 

held by the Mayor and City Council, are not included in the government-wide financial statements of the System.   

 

Certain capital project expenditures incurred by the System were for renovations and improvements to buildings held in trust 

by the Mayor and City Council for the System's use. 

 

These project expenditures have been capitalized in the Statement of Net Position. The System is negotiating with the City 

about possibly transferring to the System, title to the buildings held in trust by the Mayor and City Council for the benefit of 

statements. 
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Capital asset balances and activity for the year ended June 30, 2017 is as follows (Expressed in thousands):  

Capital Assets 

Balance,         

July 1, 2016

Additions / 

Transfers

Decreases / 

Transfers

Capital Assets 

Balance,       

June 30, 2017

Governmental activities:

Capital Assets not being depreciated:

Construction In Progress  $             77,166  $             38,888  $           (52,587)  $             63,467 

Total capital assets not being depreciated                 77,166                 38,888               (52,587)                 63,467 

Capital Assets being depreciated:

Building Improvements               968,404                 52,441                 (6,168)            1,014,677 

Furniture and equipment                 52,926                      143                    (135)                 52,934 

Total capital assets being depreciated            1,021,330                 52,584                 (6,303)            1,067,611 

Less accumulated depreciation

Building Improvements               390,685                 48,262                 (2,761)               436,186 

Furniture and equipment                 45,825                   1,277                      (91)                 47,011 

Total               436,510                 49,539                 (2,852)               483,197 

Total capital assets being depreciated, net               584,820                   3,045                 (3,451)               584,414 

Governmental Activities Capital Assets, Net  $           661,986  $             41,933  $           (56,038)  $           647,881 

 
Depreciation expense was charged to functions/programs as follows (Expressed in thousands): 

Administration  $              214 

Mid-level Administration                      2 

Instruction                  168 

Special Education                    20 

Student Personnel Services                      1 

Student Transportation                  577 

Plant services             48,467 

Food Services                    90 

Total Depreciation Expense  $         49,539 

 
City Schools had outstanding commitments under long-term construction projects in the amount of $33.5 million as of June 

30, 2017.   
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Changes in long-term obligations for the year ended June 30, 2017, are as follows (expressed in thousands): 

Balance       

July 1, 2016 Additions Deductions

Balance      

June 30, 2017

Amounts 

Due Within 

One Year

Amounts 

Due in More 

Than One 

Year

Bonds

2009 (QSCB) 49,619$        -$                  2,399$          47,220$           3,085$          44,135$        

2009 (Refunding Bonds) 9,685            -                    4,725            4,960               4,960            -                   

2011 (QSCB) 59,395          -                    2,855            56,540             3,690            52,850          

Total Bonds Payable 118,699$      -$                  9,979$          108,720$         11,735$        96,985$        

Capital Leases

2011 Lease - 1st Niagara 8,504$          -$                  3,329$          5,175$             1,866$          3,309$          

2011 Lease - M&T 14,436          -                    2,254            12,182             2,312            9,870            

2014 Lease - School Bus 2,520            -                    782               1,738               795               943               

2017 Computer Lease -                   696               94                 602                  229               373               

Total Capital Leases 25,460$        696$             6,459$          19,697$           5,202$          14,495$        

48,337$        38,918$        41,652$        45,603$           5,028$          40,575$        

Total Long-term Liabilities 192,496$      39,614$        58,090$        174,020$         21,965$        152,055$      

(1)

Compensated Absences (1) 

and Early Retirement and 

Incentive Plan

General Fund typically funds the liquidation of the liability for compensated absences unless the current funding 

source for the compensated absences allows the charge.  

 

Debt Policy 
 

In addition to the authority granted City Schools’ by Maryland State SB 773 for bonds and Section 4-306.1 of the Education 

Article of the Annotated Code of the State of Maryland for leases, in 2002 (revised Feb. 2012), City Schools adopted a formal 

debt policy which set forth the parameters for issuing debt and managing outstanding debt as well as the process for issuing 

debt.  The scope of the policy includes the direct debt, lease obligations and loan guarantees of City Schools.  The policy does 

not include or envision debt incurred on the behalf of City Schools by the State of Maryland or the City of Baltimore to fund 

the Capital Improvement Plan of City Schools. 

 

City Schools set the policy to limit total debt service to no more than 5.0% of the then current Total General Fund Operating 

Budget. 

 

At the end of fiscal 2017, City Schools’ had total long-term obligations outstanding of $128.4 million.  Of this amount $19.7 

million is considered capital lease debt, $108.7 million is for City Schools Revenue Bond debt.  City Schools’ annual debt 

service for fiscal year 2017 is below the 5.0% allowed under City Schools Debt Policy. 
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City Schools has the following loan guarantees for Charter Schools: 

 
Maturity

Date

Baltimore Leadership School for Young Women 11/01/20 1,552$          

Baltimore Leadership School for Young Women 06/30/21 309               

City Neighbors - Hamilton (15 yr) 07/01/44 10,500          

Baltimore Design School 06/15/43 22,084          

34,445$        

 
The Charter Schools above are all legally separate entities.  The loan guarantees were approved by the City School Board.  In 

the event the Charter Schools are unable to make a payment, City Schools will be required to make that payment. 

  

Credit Rating 
 

In Fiscal Year 2017, the Standard & Poor’s rating for the Baltimore City Board of School Commissioners, Maryland, System 

Revenue Bonds did not change and remains at AA+.  The AA+ rating is based on the security provided by the first-dollar 

intercept of the State school fund revenues directly to the trustee to cover debt service on the two issues. 

 

Long-term Obligations 
 

Revenue Bonds 
 

Series 2009 Qualified School Construction Revenue Bonds 

 

On December 17, 2009, City Schools issued the City Schools Qualified School Construction Bonds Series 2009 in the amount 

of $50.8 million, maturing through the year ending June 30, 2025.  The net proceeds of the Series 2009 Bonds were used to 

fund various capital improvements to existing schools within City Schools  

 

As City Schools entered into capital project contracts with one or more contractors, funds were drawn from the Series 2009 

Qualified School Construction Bonds construction account to fund capital expenditures.  The interest rates on the bonds include 

a Tax Credit rate of 5.90% and an interest rate of 1.25% and interest is payable quarterly on March 15, June 15, September 15, 

and December 15 of each year, Principal sinking fund payments started on December 15, 2014.  As of June 30, 2017, the 

outstanding balance on the Series 2009A Bonds is $47.2 million. 

 

Series 2009 Refunding Revenue Bonds 

 

On December 17, 2009, City Schools issued the City School Refunding Bonds (Refunding Bonds) Series 2009 in the amount 

of $32.3 million, maturing through the year ending June 30, 2018.  The proceeds of the 2009 Bonds were used to refund a 

portion of the Series 2000 and Series 2003A Revenue Bonds.  The interest rates range from 4.00% to 5.00% and interest is 

payable semiannually on May 1 and November 1 of each year.  As of June 30, 2017, the outstanding balance on the Series 

2009 (Refunding) bonds is $5.0 million. 

 

Series 2011 Qualified School Construction Revenue Bonds 

 

In January 2011 City Schools issued the City Schools Qualified School Construction Bonds Series 2011 in the amount of $60.8 

million, maturing through the year ending June 30, 2026.  The net proceeds of the Series 2011 Bonds were used to fund various 

capital improvements to existing schools within City Schools.  

  

NOTE 5: GENERAL LONG-TERM OBLIGATIONS (Continued) 



BALTIMORE CITY PUBLIC SCHOOL SYSTEM 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

JUNE 30, 2017 

 

35 

 

As City Schools entered into capital project contracts with one or more contractors, funds were drawn from the Series 2011 

Qualified School Construction Bonds construction account to fund capital expenditures.  The interest rate on the bonds is 

5.692% and interest is payable semi-annually on June 15 and December 15 of each year, Principal sinking fund payments 

started on December 15, 2014.  As of June 30, 2017, the outstanding balance on the Series 2011 Bonds is $56.5 million. 
  

Arbitrage/Yield Reduction The Tax Reform Act of 1986 instituted certain arbitrage restrictions with respect to the issuance 

of tax-exempt bonds after August 31, 1986. Arbitrage regulations deal with the investment of all tax exempt bond proceeds at 

an interest yield greater than the interest yield paid to bondholders.  Generally, all interest paid to bondholders can be 

retroactively rendered taxable if applicable rebates are not reported and paid to the United States Treasury at least every five 

years.  City Schools’ did not have any arbitrage liability at June 30, 2017.  Bond proceeds may be invested in higher yielding 

investments only during a temporary period described in Regulation section 1.148-2(e).  After expiration of an applicable 

temporary period, proceeds must be yield restricted. 

 

The future minimum revenue bond obligations as of June 30, 2017, are as follows (Expressed in thousands): 

 

Revenue Bonds

Fiscal Year Principal Interest Total Debt

2018 11,735$           4,332$             16,067$           

2019 12,838             4,097               16,935             

2020 12,723             4,097               16,820             

2021 12,608             4,097               16,705             

2022 13,373             4,097               17,470             

2023 - 2026 45,443             13,705             59,148             

Total 108,720$         34,425$           143,145$         

 
Capital Leases 
 

In November 2011, City Schools entered into leases with two (2) financial institutions to refinance the 2006 Energy Lease.  

The 2011 Refunding Lease – Key Government Finance, Inc. in the amount of $22.3 million @ 2.755% was issued for a term 

of 11 years, maturing through the year ending June 30, 2022 and refunded $24.2 million in 2006 leases.  As of June 30, 2017, 

the outstanding balance on the 2011 Refunding Lease - 1st Niagara was $5.2 million. The 2011 Refunding Lease - M&T in the 

amount of $24.2 @ 2.582% was issued for a term of 11 years, maturing through the year ending June 30, 2022 and refunded 

$22.3 million in 2006 leases.  As of June 30, 2017, the outstanding balance on the 2011 Refunding Lease - M&T was $12.2 

million.  City Schools had no gains or losses as a result of these refinancings. 

 

On August 8, 2014 City Schools entered into a $3.9 million capital lease agreement (the Master Equipment Lease) with TD 

Equipment Finance, Inc., for the purchase of 29 buses.  The lease was issued at a rate of 1.533% for a term of 5 years, maturing 

through the year ending June 30, 2020.  As of June 30, 2017, the outstanding balance on the 2014 Master Lease was $1.7 

million. 

 

On January 16, 2017 City Schools entered a $0.7 million capital lease agreement (the Master Equipment Lease) with M&T 

Bank, for the purchase of computers.  The lease was issued at a rate of 2.284% for a term of 3 years, maturing through the year 

ending June 30, 2020.  As of June 30, 2017, the outstanding balance on the 2017 Master Lease was $0.6 million. 
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The future minimum lease obligation and the net present value of these minimum lease payments as of June 30, 2017, are as 

follows (Expressed in thousands): 

Fiscal Year Capital Leases

2018 5,633$                       

2019 4,687                         

2020 3,938                         

2021 3,693                         

2022 2,878                         

Total minimum lease payments 20,829$                     

Less: amount representing interest (1,132)                       

Present value of mimimum lease payments 19,697$                     

 
The following is a schedule of leased property under capital leases by major class as of June 30, 2017, (Expressed in thousands): 

 

Classes of Property

Building Improvements 71,938$            

Equipment 3,926                

Accumulated Depreciation (39,585)             

36,279$            

 
Amortization of assets recorded under capital leases is included in depreciation expense. 

 

Operating Leases  
 

City Schools has entered an operating lease with PNC Equipment Finance LLC through Centric Business Systems, Inc. and 

Phillips Office Solutions to provide office equipment for Fiscal Year 2017. During the year which ended June 30, 2017, rent 

and lease expenditures equaled $1.5 million, of which $1.3 million of these expenditures was made from the General Fund 

and $0.2 million from grant funds.  As of June 30, 2017, future minimum lease payments approximate: 

Fiscal Year

Operating 

Leases

2018 1,237          

2019 1,237          

2020 1,033          

2021 15               

2022 4                 

3,526$        

 
Subsequent Events 

 

As of June 30, 2017, City Schools does not anticipate issuing any debt within the next 12 months. 
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NOTE 6: INTERFUND RECEIVABLES AND PAYABLES, AND TRANSFERS 

(Expressed in Thousands)

Interfund 

Receivables

Interfund 

Payables

General Fund -$                 7,232$       
Payable of $5,309 to Food Services Fund, $4,329 to Capital 

Projects Funds, and $2,406 receivable from Special Fund

Food Services Fund 5,309           -                Food Services Fund receivable from General Fund

Special Revenue Fund -                   2,406         Special Revenue Fund payable to General Fund

Debt Service Fund 84                -                Debt Service Fund receivable from Capital Projects Fund

Capital Projects Fund 4,245           
$4,329 receivable for Capital Projects Fund from General Fund 

and $84 payable to Debt Service Fund

9,638$         9,638$       

The interfund balances are primarily the result of City Schools’ policy not to reflect cash deficits in its individual funds.  

(Expressed in Thousands)

Transfer In Total Transfer Out

Transfer Out Debt Service Food Service

General Fund  $                    22,447  $                         120 22,567$                    

Capital Projects                               20                                  -                               20 

22,467$                    120$                         22,587$                    

 
The interfund transfers are primarily the result of City Schools policy to transfer General Fund debt service expenditures and 

related funding to the Debt Service Fund, as well as transfering funding to offset Food Service operating deficits.   
 

 

City Schools participates in the City's Risk Management Fund. City Schools is exposed to various risks of loss related to torts; 

theft of, damage to and destruction of assets; errors and omissions; injuries to employees; and natural disasters.  The Risk 

Management Fund services all claims for risk of loss, including general liability property and casualty, workers' compensation, 

automobile physical damage and bodily injury and sundry other risks.  Commercial insurance coverage is provided for each 

property damage claim in excess of $750 thousand with a cap of $150 million.  Settled claims have not exceeded this 

commercial insurance coverage in any of the past three years ended June 30, 2017.  City Schools is Self-Insured for 

unemployment compensation. 

 

City Schools makes annual payments to the Risk Management Fund based on actuarial estimates provided by an actuarial 

consultant hired annually by City Schools and the City of Baltimore.  The payment does not include coverage for unemployment 

compensation, the actual expense for which City Schools will reimburse the State of Maryland Unemployment Insurance Fund.  

City Schools’ required payment to the Risk Management fund for the year ended June 30, 2017 was $11.3 million.  City Schools 

has had no significant reduction in insurance coverage from the prior fiscal year. 

 

Health Insurance - As of January 1, 2003, City Schools entered into an agreement with Carefirst/BlueCross BlueShield of 

Maryland for health insurance.  City Schools’ costs are based on actuarial estimates and historical cost information, City 

Schools underwrites 81.5% of the cost of health insurance and the employees contribute 18.5%.  Actual contribution rates by 

the Board may vary based on actual results.  The health insurance is a claims made policy with an administrative fee paid to 

Carefirst/BlueCross BlueShield.  The estimated claims incurred but not reported (IBNR) liability in the amount of $8.4 million 

has been reported at the end of the year in salaries and other payables. 
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Changes in claims payable, recorded in the General Fund, for fiscal years 2016 and 2017 are reflected below. 

 

Beginning 

Payable

Incurred 

Claims 

(Including 

IBNR) Claim Payments Ending Payable

2017

Reserve Liability  $         8,400,000  $       87,768,496  $      (87,768,496)  $         8,400,000 

Total  $         8,400,000  $       87,768,496  $      (87,768,496)  $         8,400,000 

2016

Reserve Liability  $         8,400,000  $       85,895,065  $      (85,895,065)  $         8,400,000 

Total  $         8,400,000  $       85,895,065  $      (85,895,065)  $         8,400,000 

 

 

Teachers Retirement and Pension Systems of the State of Maryland  

 

General Information about the Plan 

 

Plan description - The employees of City Schools are covered by the Maryland State Retirement and Pension System (the 

System), which is a cost sharing employer public employee retirement system.  While there are five retirement and pension 

systems under the System, employees of City Schools are a member of either the Teachers’ Retirement and Pension Systems 

or the Employees’ Retirement and Pension Systems.  The System was established by the State Personnel and Pensions Article 

of the Annotated Code of Maryland to provide retirement allowances and other benefits to State employees, teachers, police, 

judges, legislators, and employees of participating governmental units.  The Plans are administered by the State Retirement 

Agency. Responsibility for the System’s administration and operation is vested in a 15-member Board of Trustees.  The System 

issues a publically available financial report that can be obtained at http://www.sra.state.md.us. 

 

Benefits provided - The System provides retirement allowances and other benefits to State teachers and employees of 

participating governmental units, among others. For individuals who become members of the Teachers’ Retirement and Pension 

Systems and the Employees’ Retirement and Pension Systems on or before June 30, 2011, retirement/pension allowances are 

computed using both the highest three years Average Final Compensation (AFC) and the actual number of years of accumulated 

creditable service.  For individuals who become members of the Teachers’ Pension System and Employees’ Pension System 

on or after July 1, 2011, pension allowances are computed using both the highest five years AFC and the actual number of 

years of accumulated creditable service.  Various retirement options are available under each system which ultimately 

determines how a retirees’ benefits allowance will be computed.  Some of these options require actuarial reductions based on 

the retirees’ and/or designated beneficiary’s attained age and similar actuarial factors.   

 

A member of either the Teachers’ or Employees’ Retirement System is generally eligible for full retirement benefits upon the 

earlier of attaining age 60 or accumulating 30 years of creditable service regardless of age.  The annual retirement allowance 

equals 1/55 (1.81%) of the member’s average final compensation (AFC) multiplied by the number of years of accumulated 

creditable service.   

 

A member of either the Techers’ or Employees’ Pension System on or before June 30, 2011 is eligible for full retirement 

benefits upon the earlier of attaining age 62, with specified years of eligibility service, or accumulating 30 years of eligibility 

service regardless of age.  An individual who becomes a member of either the Teachers’ or Employees’ Pension System on or  
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after July 1, 2011, is eligible for full retirement benefits if the members’ combined age and eligibility service equals at least 90 

years or if the member is at least age 65 and has accrued at least 10 years of eligibility service. 

 

For most individuals who retired from either the Teachers’ or Employees’ Pension System on or before June 30, 2006, the 

annual pension allowance equals 1.2% of the members AFC, multiplied by the number of years of credible service accumulated 

prior to July 1, 1998, plus 1.4% of the members AFC, multiplied by the number of years of credible service accumulated 

subsequent to June 30, 1998.  With certain exceptions, for individuals who are members of the Teachers’ or Employees’ Pension 

System on or after July 1, 2006, the annual pension allowance equals 1.2% of the member’s AFC, multiplied by the number of 

years of credible service accumulated prior to July 1, 1998 plus 1.8% of the members AFC, multiplied by the number of years 

of credible service accumulated subsequent to June 30, 1998.  Beginning in July 1, 2011, any new member of the Teachers’ or 

Employees’ Pension System shall earn an annual pension allowance equal to 1.5% of the member’s AFC multiplied by the 

number of years of creditable service accumulated as a member of the Teachers’ or Employees’ Pension System. 

 

Contributions - City Schools and covered members are required by State statute to contribute to the System.  Members of the 

Teachers’ Pension System and Employees’ Pension System are required to contribute 7% annually.  Members of the Teachers’ 

Retirement System and Employees’ Retirement System are required to contribute 5-7 % annually, depending on the retirement 

option selected.  The contribution requirements of the System members, as well as the State and participating governmental 

employers are established and may be amended by City Schools’ Board of Trustees for the System.   

 

The State makes a substantial portion of City Schools’ annual required contribution to the Teachers’ Retirement and Pension 

Systems on behalf of City Schools.  The State’s contributions on behalf of City Schools for the year ended June 30, 2017, was  

$70.3 million.  The fiscal 2017 contributions made by the State on behalf of City Schools have been included as both revenues 

and expenditures in the General Fund in the accompanying Statement of Revenues, Expenditures, and Changes in Fund 

Balances and are also included as revenues and expenses in the Statement of Activities.  

 

Beginning in FY 2013, the State of Maryland General Assembly passed a bill that required the Boards of Education in Maryland 

to begin paying the normal cost for their teachers into the Teachers’ Retirement and Pension Systems. The legislation structured 

this as a four year phase in to the full normal cost so that 50% was paid in FY 2013. Full normal cost will be paid in FY 2017 

and each year thereafter.  The Board’s required contribution to the Teachers’ Retirement and Pension Systems for the year 

ended June 30, 2017 was $23.2 million. 

 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources Related 

to Pensions - At June 30, 2017, City Schools did not report a liability related to the Teachers’ Retirement and Pension Systems 

due to a special funding situation.  The State of Maryland pays the unfunded liability for City Schools and City Schools pays 

the normal cost related to City Schools’ members in the Teachers Retirement and Pension Systems; therefore, City Schools is 

not required to record its share of the unfunded pension liability but instead, that liability is recorded by the State of Maryland. 

The amount recognized by City Schools as its proportionate share of the net pension liability, the related State support, and the 

total portion of the net pension liability that was associated with City Schools was as follows (in thousands): 

 

City Schools’ proportionate share of the net pension liability - 

State’s proportionate share of net pension liability of City Schools $1,133,628 

Total $1,113,628 

 

The net pension liability was measured as of June 30, 2016, and the total pension liability used to calculate the net pension 

liability was determined by an actuarial valuation as of that date.   

 

For the year ended June 30, 2017, City Schools recognized pension expense of $93.5 million and revenue of $70.3 million for 

support provided by the State.  Due to the special funding situation noted above related to the Teachers Retirement and Pension 

Systems, City Schools did not report deferred outflows of resources and deferred inflows of resources related to the Teachers 

Retirement and Pension Systems. 
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Actuarial assumptions - The total pension liability in the June 30, 2016 actuarial valuation was determined using the following 

actuarial assumptions, applied to all periods included in the measurement: 

 

 Inflation   2.70% general, 3.20% wage 

 Salary increases  3.30% to 9.20%, including inflation 

 Investment rate of return 7.55% 

 

Mortality rates were based on RP-2014 Mortality Tables with generational mortality projections using scale MP-2014, 

calibrated to the System’s experience. 

 

The economic and demographic actuarial assumptions used in the June 30, 2016 valuation were adopted by the System’s Board 

of Trustees based upon review of the System’s experience study for the period 2010-2014, after completion of the June 30, 

2014 valuations.  Assumptions from the experience study including investment return, inflation, COLA increases, mortality 

rates, retirement rates, withdrawal rates, disability rates and rates of salary increase were adopted by the Board for the first use 

in the actuarial valuation as of June 30, 2015.  As a result, an investment return assumption of 7.55% and an inflation assumption 

of 2.70% were used in the June 30, 2016 valuation.   

 

The long term expected rate of return on pension plan investments was determined using a building block method in which 

best-estimate ranges of expected future real rates of return (expected returns, net of pension plan investment expense and 

inflation) are developed for each major asset class. These ranges are combined to produce the long-range expected rate of return 

by weighing the expected future real rates by the target asset allocation percentage and by adding expected inflation. Best 

estimates of geometric real rates of return were adopted by the Board after considering input from the System’s investment 

consultant(s) and actuary(s).  For each major asset class that is included in the System’s target asset allocation, these best 

estimates are summarized in the following table: 

Asset Class  

Target 

Allocation  

Long Term Expected 

Real Rate of Return 

Public Equity  37%  6.60% 

Private Equity  10%  7.40% 

Rate Sensitive  20%  1.30% 

Credit Opportunity  9%  4.20% 

Real Assets  15%  4.70% 

Absolute Return  9%  3.70% 

    Total  100%   

 

The above was the System’s Board of Trustees adopted asset allocation policy and best estimate of geometric real rates for 

each major asset class as of June 30, 2016.   

 

For the year ended June 30, 2016, the annual money-weighted rate of return on pension plan investments, net of the pension 

plan expense was 1.10%.  The money-weighted rate of return expresses investment performance, net of investment expense, 

adjusted for the changing amounts actually invested. 

 

Discount rate - The single discount rate used to measure the total pension liability was 7.55%.  This single discount rate was 

based on the expected rate of return on pension plan investments of 7.55%.    The projection of cash flows used to determine 

this single discount rate assumed that plan member contributions will be made at the current contribution rate and that employer 

contributions will be made at rates equal to the difference between actuarially determined contribution rates and the member 

rate.  Based on these assumptions, the pension plans fiduciary net position was projected to be available to make all projected 

future benefit payments of current plan members.  Therefore, the long-term expected rate of return on pension plan investments 

was applied to all periods of projected benefit payments to determine the total pension liability. 

 

Sensitivity of the Net Pension Liability - Due to the special funding situation noted above related to the Teachers Retirement 

and Pension Systems, City Schools did not record a net pension liability related to the Teachers Retirement and Pension 

Systems. 
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Pension plan fiduciary net positon - Detailed information about the pension plan’s fiduciary net position is available in the 

separately issued System’s financial report.  

 

Employees’ Retirement System of the City of Baltimore 
 

General Information about the Plan 

 

Plan description - The employees of City Schools who are ineligible to participate in the Teachers Retirement and Pension 

Systems of the State of Maryland are covered by the Employees’ Retirement System of the City of Baltimore (ERS), which is 

a defined benefit plan.  While there are two retirement and pension systems under the System, employees of City Schools are 

members of the Employees’ Retirement System.  The System was established by City ordinance on January 1, 1926, as 

contained in Article 22 of the Baltimore City Code.  The ERS covers regular and permanent employees in the general 

administrative service of the City and certain non-teacher employees of the Baltimore City Public School System. The Plans 

are administered by the City of Baltimore.  Responsibility for the System’s administration and operation is vested in a 7-

member Board of Trustees that includes 2 mayoral appointees.  ERS issues publically available financial and investment reports 

that can be obtained at http://www.bcers.org/ERS. 

 

Benefits provided - Members automatically become a member of the plan after one year of regular and permanent employment 

with the City of Baltimore or Baltimore City Schools. ERS consist of four classes (A, C, D, RSP) of membership options which 

determine the employees’ contribution and how a retirees’ benefits allowance will be computed. Employees hired on or after  

 

July 1, 1979 must join the non-contributory plan.   Some of these options require actuarial reductions based on the retirees’ 

and/or designated beneficiary’s attained age and similar actuarial factors. Members of classes A, C, & D are vested after 10 

years of membership service; RSP members are vested after 5 year of employment service. Classes A and C are for qualified 

employees hired prior to July 1, 2014; these classes are currently closed to new and rehired employees. 

 

A member of ERS is generally eligible for full retirement benefits upon the earlier of 30 years of normal service (regardless of 

age) or at age 60-65 and 5 years of membership service.  Members are also eligible for early retirement at the age of 55 and 5 

yeas of membership service. Member’s retirement eligibility may also vary based on the member’s class. Average Final 

Compensation is the average of the member’s annual earnable compensation on January 1 for the three successive years of 

service when the member’s annual earnable compensation is the highest or if the member is in service January 1 for less than 

three successive years, than the average during the total service is used. The retirement allowance varies based on the member’s 

class.  

 

Contributions - Covered members’ contributions range from 1-5% depending on the member’s class.  City School employees 

hired prior to July 1, 1979 must contribute to the plan at a rate of 4 percent of the employees’ salary and wages unless the 

employee elects to transfer to the non-contributory plan. The contribution requirements of the members are established and 

may be amended by the Mayor and City Council of Baltimore City.   

 

City Schools’ contractually required contribution rate for the ERS for the year ended June 30, 2017, was 5.0% of participating 

members’ salary and wages. City Schools made its share of the required contributions during the year ended June 30, 2017 of 

$15.6 million.   

 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources Related 

to Pensions - At June 30, 2017, City Schools did not report its proportionate share of the unfunded pension liability for ERS 

based on terms of Senate Bill (SB) 795.  Under SB 795 the City of Baltimore is responsible for specific liabilities, among which 

City Schools has determined to be the unfunded pension liability.  In accordance with SB 795, City Schools is responsible for 

the annual retirement contribution for City School employees participating in ERS.   

 

The amount recognized by City Schools is its proportionate share of the net pension liability and the total portion of the net 

pension liability that was associated with City Schools was as follows (in thousands): 
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City Schools’ proportionate share of the net pension liability - 

ERS’ proportionate share of net pension liability of City Schools $212,806 

Total $212,806 

 

The net pension liability was measured as of June 30, 2016, and the total pension liability used to calculate the net pension 

liability was determined by an actuarial valuation as of that date.   

 

Due to the special situation noted above related to ERS, City Schools did not report deferred outflows of resources and deferred 

inflows of resources related to ERS. 

 

Actuarial assumptions.  The total pension liability in the June 30, 2016 actuarial valuation was determined using the following 

actuarial assumptions, applied to all periods included in the measurement: 

 

 Inflation   2.65%  

 Salary increases  Age based on salary scale  

Investment rate of return 7.50% 

 

Mortality rates were based on the RP 2000 Mortality with projections using 50% of the AA scale. 

 

The economic and demographic actuarial assumptions used in the June 30, 2016 valuation were adopted by ERS’s Board of 

Trustees after approval from the Mayor and City Council.  ERS’s Board of Trustees adopted the entry age normal funding 

method, effective 7/1/2012, which provides for the unfunded actuarial liability to be amortized over a fixed period of 20 years  

targeting 100% funding by the fiscal  year ending 2032.  The valuation as of June 30, 2016 used an amortization period of 16 

years.  

 

The expected rate of return is defined by the definition of regular interest in the City Code which is 6.50% for participant 

liability in pay status and 7.50% for all other liabilities.  The actual return was based on a liability weighted expected return 

which includes the regular interest times a ratio of the respective present value of benefits of the total present value of benefits 

of ERS. The aggregate of the two values resulted in an expected discount rate of 6.94%. 

 

Discount rate - The discount rate used to measure the total pension liability was 7.50% for active and terminated vested 

participants and 6.50% for in-pay participants.  The projection of cash flows used to determine the discount rate assumed that 

plan member contributions for FYE 2016 were 4% of pay increasing to 5% of pay for FYE 2017 and thereafter.  Employer 

contributions were assumed to be made in accordance with the contribution policy in effect for the July 1, 2016 actuarial 

valuation.  That policy includes contributions equals to the employer portion of the entry age normal cost for members as of 

the valuation date plus an amortization payment on the unfunded actuarial liability plus expected administrative expenses.  The 

amortization payment is based on a fixed period of 20-years starting July 1, 2011 on a level dollar basis and targeting 100% 

funding by 2032. The discount rate as of June 30, 2016, 7.50%, is the assumed long-term expected rate of return the investments. 

 

Sensitivity of the Net Pension Liability - Due to the special funding situation noted above related to ERS, City Schools did 

not record a net pension liability related to ERS. 

 

Pension plan fiduciary net positon - Detailed information about the pension plan’s fiduciary net position is available in the 

separately issued ERS financial report.  
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Plan Description:  Per Senate Bill 795 Chapter 105 of the Laws of 1997 the City of Baltimore provides post-employment health 

care benefits to all City School employees who are disabled or retired from the City Schools in accordance with a contractual 

agreement through the City of Baltimore.  Retirees with at least five years of service are eligible for medical insurance coverage 

during retirement.  The cost of this coverage is subsidized by the employer for those who meet certain age and service 

requirements.  Spousal coverage is also available for eligible employees who retire. 

 

Retirees pay 50% of the City of Baltimore’s full premium equivalent cost, based upon age and years of service at retirement.  

The City of Baltimore pays the City School share of the employer contribution on behalf of City Schools based on the annual 

required contribution of the employers (ARC), an amount actuarially determined in accordance with requirements of GASB 

No. 45.  The ARC represents the level of funding that, if paid on an ongoing basis, as projected to cover normal cost each year 

and amortize any unfunded actuarial liabilities (or funding excess) of the plan over a period not to exceed thirty years.  The 

payments made by the City of Baltimore on Behalf of the City Schools for the year ended June 30, 2017 were $29.8 million, 

June 30, 2016 were $29.8 million and $29.8 million for the year ended June 30, 2015.  The FY 2017 amount has been recorded 

as both revenue and expenditure in the General Fund in the accompanying combined statement of revenue, expenditures and 

changes in fund balances and the government-wide statement of activities.  Since the liability is the responsibility of the City 

of Baltimore, no amounts have been recognized for any outstanding liabilities, and revenue and expenses are recognized when 

payment is made by the City.   
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Fund Balance at June 30, 2017 consists of the following (Expressed in thousands): 

General 

Fund

Special 

Revenue 

Fund

Capital 

Projects 

Fund

Food 

Services 

Fund

Debt 

Service 

Fund Total

Fund Balances

Nonspendable for:

Inventory -$               -$            -$            659$        -$            659$          

Prepaids 15              -              -              -              -              15              

Total Nonspendable 15              -              -              659          -              674            

Committed

Budget Stabilization 20,000       -              -              -              -              20,000       

Restricted

Third Party Billing -                 14,523     -              -              -              14,523       

Capital -                 -              8,196       -              -              8,196         

Food Service -                 -              -              5,837       -              5,837         

Debt Service -                 -              -              -              4,170       4,170         

Total Restricted -                 14,523     8,196       5,837       4,170       32,726       

Assigned 

5,773         -              -              -              -              5,773         

9,049         -              -              -              -              9,049         

19              -              -              -              -              19              

5,480         -              -              -              -              5,480         

1,289         -              -              -              -              1,289         

10,704       -              -              -              -              10,704       

5,100         -              -              -              -              5,100         

1,500         -              -              -              -              1,500         

197            -              -              -              -              197            

10,442       -              -              -              -              10,442       

5,393         -              -              -              -              5,393         

4,000         -              -              -              -              4,000         

20,728       -              -              -              -              20,728       

Total Assigned 79,674       -              -              -              -              79,674       

Unassigned

Litigation Contingency 3,000         -              -              -              -              3,000         

Other contingencies 34,946       -              -              -              -              34,946       

37,946       -              -              -              -              37,946       

Total fund balances 137,635$   14,523$   8,196$     6,496$     4,170$     171,020$   

FY 2018 Adopted budget - Other 

financing services

Transition funds for Collington Square 

from Charter School Operator

Regular programs

Air Conditioning Project

Water Filteration Project

Maree G. Farring E/M School

Special education

Student personnel services

Administration

Mid-level administration

Plant services

Student transportation services

Food services deficit

  

NOTE 10: FUND BALANCE 
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NOTE 11: ENCUMBRANCES 

 

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the expenditure of monies are 

recorded in order to reserve that portion of the applicable appropriation, is employed as an extension of budgetary integration 

in the General Fund, and encumbrances outstanding at year-end are reported as commitments or assignments of fund balances 

since they do not constitute expenditures or liabilities. 

 

Encumbrances at June 30, 2017 are included in assigned general fund balance and are for the following uses (Expressed in 

thousands): 

General Fund

Instruction:

Regular programs 5,773$           

Special education 9,049             

Supporting services:

Student personnel services 19                  

Administration 5,480             

Mid-level administration 1,289             

Plant services 10,704           

Student transportation services 5,100             

37,414$         

 
NOTE 12: LITIGATION AND CONTINGENCIES 

 

In the normal course of operation, City Schools is subject to lawsuits and claims not covered by the Risk Management Fund.  

Since City Schools participates in the Risk Management Fund, the City provides for the estimated losses on certain outstanding 

claims above a certain amount (Note 7).  City Schools accrues for estimated claims liabilities not covered by the Risk 

Management Fund.  In the opinion of management, the disposition of lawsuits and claims that have not been accrued will not 

have a material effect on City Schools’ financial position or results of operations.  There are certain lawsuits pending that have 

not been accrued because the probability of loss cannot be reasonably estimated; however, City Schools has earmarked $3.0 

million of the unassigned fund balance for such contingencies. 

 

City Schools receives grant funds, principally from the United States Government and the State of Maryland, for various 

programs.  Certain expenditures of these funds are subject to audit by the grantors, and City Schools is contingently liable to 

refund amounts received in excess of allowable expenditures.  In the opinion of management, no material refunds will be 

required as a result of expenditures disallowed by the grantors.  

 

As described in Note 5, at June 30, 2017, City Schools has $34.4 million in loan guarantees to Charter Schools as follows: 

Baltimore Leadership School for Young Women in the amount of $1.8 million, City Neighbors Hamilton in the amount of 

$10.5 million and the Baltimore Design School in the amount of $22.1 million.  In the event of default, City Schools will 

assume the liability for the loan and take ownership of the related building. 

 

NOTE 13: COMPARATIVE SUMMARIZED TOTALS 

 

The amounts shown for 2016 in the accompanying financial statements are included only to provide a basis for comparison 

with 2017 and are not intended to present all information necessary for a fair presentation in accordance with generally accepted 

accounting principles.  Certain reclassifications have been made to the 2016 summarized financial statements in order to 

conform to the presentation used in 2017. 
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NOTE 14: CONTINGENCIES AND COMMITMENTS 

 

As disclosed in NOTE 8, City Schools did not report its proportionate share of the unfunded pension liability for ERS based 

on the terms in Senate Bill (SB) 795.  Under SB 795 the City of Baltimore is responsible for specific liabilities, among which 

City Schools has determined to be the unfunded pension liability.   

 



 

 

REQUIRED SUPPLEMENTARY INFORMATION 
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Baltimore City Public Schools 

 General Fund (Non GAAP Budgetary Basis) 

Schedule of Revenue, Expenditures and Changes in 

Fund Balance – Budget and Actual 

For the Fiscal Year Ended June 30, 2017 

(Expressed in Thousands) 

Actual 

Amounts 

(Budgetary 

Basis)

Net Change 

with Final 

Budget 

Positive 

(Negative)

Original Final

868,345$       868,345$       866,077$         (2,268)$          

265,412         265,412         265,412           -                     

9,300             9,300             7,682               (1,618)            

Interest earnings 250                250                1,822               1,572             

Other revenue 6,191             7,710             13,889             6,179             

Other Financing Sources 53,571           53,571           696                  (52,875)          

Total revenues 1,203,069      1,204,588      1,155,578        (49,010)          

Regular programs 429,587         427,605         418,075           9,530             

Special education 192,105         196,426         181,169           15,257           

Student personnel services 14,916           14,943           14,528             415                

Student health services 7,140             10,108           9,650               458                

Administration 49,418           65,397           65,117             280                

Mid-level administration 67,038           68,853           68,144             709                

Plant services 115,213         118,110         113,055           5,055             

Fringe(1) 258,833         228,003         225,397           2,606             

Student transportation services 47,334           53,558           52,958             600                

Community Services  -                     -                     -                      -                     

Principal retirement and, interest  (2) 21,485           21,585           -                      21,585           

Total expenditures 1,203,069      1,204,588      1,148,093        56,495           

Excess of Revenues and Other Financing Sources

Over Expenditures - Budgetary Basis -$                   -$                   7,485$             7,485$           

37,414             

(34,614)           

(22,567)           

Excess of Revenues and Other Financing Sources

Over Expenditures - GAAP Basis (12,282)           

Fund Balance - Beginning of Year 149,917           

Fund Balance - End of Year 137,635$         

Expenditures

Adjustments

Budgeted Amounts

Revenues

State of Maryland

City of Baltimore

Federal sources

Local sources:

Current Year Encumbrances

Prior Year Encumbrances

Transfers out - Other Funds

Instruction:

Supporting services:

Debt service:

 
(1) Fringe is reported as a separate line item but is allocated in the Statement of Activities and the Changes in Fund Balance. 

(2) Principal and Interest payments transferred to the Debt Service Fund. 
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Baltimore City Public Schools 

Special Revenue Fund 

Schedule of Revenue, Expenditures, and Changes in 

Fund Balance – Budget and Actual 

For the Fiscal Year Ended June 30, 2017 

(Expressed in Thousands) 

Actual 

Amounts 

Net Change 

with Final 

Budget Positive 

(Negative)

Original Final

Revenues

     State of Maryland 851$                 3,082$            2,089$             (993)$                  

     Federal sources 97,542              140,996          108,721           (32,275)               

     Local sources:

          Other revenue 1,320                2,105              1,290               (815)                    

               Total revenues 99,713              146,183          112,100           (34,083)               

Expenditures

     Instruction:

         Regular programs 47,945              72,870            59,231$           13,639                 

         Special education 13,726              19,931            12,090             7,841                   

     Supporting services:

          Student personnel services 5,306                2,428              2,287               141                      

          Student health services -                       5,650              3,000               2,650                   

          Administration 3,687                5,110              3,909               1,201                   

          Mid-level administration 6,995                14,116            7,225               6,891                   

          Plant services -                       8                     7                      1                          

         Capital outlay -                       -                      -                       -                          

          Fringe * 22,054              25,901            19,151             6,750                   

          Student transportation services -                       169                 139                  30                        

          Food services -                       -                      -                       -                          

          Community services -                       -                      -                       -                          

          Total expenditures 99,713              146,183          107,039           39,144                 

Excess of Revenues and Other Financing 

Sources Over Expenditures - GAAP Basis -$                     -$                    5,061$             5,061$                 

Fund Balance - Beginning of Year 9,462               

Fund Balance - End of Year 14,523$           

Budgeted Amounts

* Fringe is reported as a separate line item but is allocated in the Statement of Activities and the Changes in Fund Balance 
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Baltimore City Public Schools 

Food Service Fund 

Schedule of Revenue, Expenditures, and Changes in 

Fund Balance – Budget and Actual 

For the Fiscal Year Ended June 30, 2017 

(Expressed in Thousands) 

Actual 

Amounts 

Net Change 

with Final 

Budget Positive 

(Negative)

Original Final

Revenues

     State of Maryland 738$                 738$               689$                (49)$                    

     Federal sources 44,850              49,250            51,062             1,812                   

     Local sources:

          Other revenue 662                   662                 246                  (416)                    

               Total revenues 46,250              50,650            51,997             1,347                   

Expenditures

     Instruction:

         Regular programs -                       -                      -                       -                          

         Special education -                       -                      -                       -                          

     Supporting services:

          Student personnel services -                       -                      -                       -                          

          Student health services -                       -                      -                       -                          

          Administration -                       -                      -                       -                          

          Mid-level administration -                       -                      -                       -                          

          Plant services -                       -                      -                       -                          

         Capital outlay -                       -                      -                       -                          

          Fringe * 8,320                9,086              8,310               776                      

          Student transportation services -                       -                      -                       -                          

          Food services 37,930              41,564            41,455             109                      

          Community services -                       -                      -                       -                          

          Total expenditures 46,250              50,650            49,765             885                      

Excess of Revenues and Other Financing 

Sources Over Expenditures - GAAP Basis -$                     -$                    2,232$             2,232$                 

Other Financing Sources (uses)

          Transfer in from other funds 120                  

120                  

Fund Balance - Beginning of Year 4,144               

Fund Balance - End of Year 6,496$             

Budgeted Amounts

* Fringe is reported as a separate line item but is allocated in the Statement of Activities and the Changes in Fund Balance 
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Baltimore City Public Schools

Schedule of Contributions

Teachers Retirement and Pension System

Last Ten Fiscal Years

(amounts in thousands)

2017 2016 2015 2014* 2013* 2012* 2011* 2010* 2009* 2008*

City Schools’ proportion of the net pension

liability
0.00% 0.00% 0.00%

City Schools’ proportionate share of the net 

pension liability
- - -

State’s proportionate share of net pension

liability of City Schools 1,133,628      884,420      661,781      -                -                -                -                -                -                -                

Total 1,133,628$    884,420$    661,781$    -$              -$              -$              -$              -$              -$              -$              

City schools’ covered employee payroll  $      543,668  $    556,555  $    561,026 

0.00% 0.00% 0.00%

Plan Fiduciary net position as a percentage of

the total pension liability
65.79% 68.78% 71.87%

2017 2016 2015 2014 2013 2012* 2011* 2010* 2009* 2008*

Contractually required contribution 23,202$         24,093$      20,955$      16,400$     12,900$     

Contributions in relation to the contractually 

required contribution (23,202)         (24,093)       (20,955)       (16,400)     (12,900)     -                -                -                -                -                

Contibution deficiency (excess) -$                  -$                -$                -$              -$              -$              -$              -$              -$              -$              

City Schools' covered-employee payroll 525,582$       543,668$    556,555$    561,026$   538,182$   

Contributions as a percentage of covered-

employee payroll 4.41% 4.43% 3.77% 2.92% 2.40%

City schools’ proportionate share of the net

pension liability as a percentage of its

covered employee payroll

* City Schools was not contractually requred to contribute to the Teachers' Retirement and Pension System prior to fiscal year 2013.
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Baltimore City Public Schools 

Notes – Schedule of Contributions 

Teachers Retirement and Pension System 

 

 

 

Teachers Retirement and Pension Systems of the State of Maryland  

 

NOTE 1 - CHANGES IN BENEFIT TERMS 
There were no benefit changes during the year. 

 

NOTE 2 - CHANGES IN ASSUMPTIONS 
Adjustments to the roll-forward liabilities were made to reflect the following assumptions in the 2016 valuation: 

 Inflation assumption changed from 2.90% to 2.70% 
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Baltimore City Public Schools

Schedule of Contributions

Employees Retirement System of the City of Baltimore

Last Ten Fiscal Years

(amounts in thousands)

2017 2016 2015 2014* 2013* 2012* 2011* 2010* 2009* 2008*

City Schools’ proportion of the net pension

liability
0.00% 0.00% 0.00%

City Schools’ proportionate share of the net 

pension liability
- - -

ERS’ proportionate share of net pension liability of

City Schools 212,806    153,634    134,652    -               -               -               -               -               -               -               

Total 212,806$  153,634$  134,652$  -$             -$             -$             -$             -$             -$             -$             

City schools’ covered employee payroll 80,469$    78,259$    77,287$    

0.00% 0.00% 0.00%

Plan Fiduciary net position as a percentage of the

total pension liability
58.70% 61.20% 68.00%

2017 2016 2015 2014 2013 2012 2011 2010 2009 2008

Contractually required contribution 15,580$    15,400$    14,389$    13,360$    12,016$    10,741$    8,994$      6,930$      6,274$      5,489$      

Contributions in relation to the contractually 

required contribution (15,580)    (15,400)    (14,389)    (13,360)    (12,016)    (10,741)    (8,994)      (6,930)      (6,274)      (5,489)      

Contibution deficiency (excess) -$             -$             -$             -$             -$             -$             -$             -$             -$             -$             

City Schools' covered-employee payroll 70,933$    80,469$    78,259$    77,287$    69,376$    64,395$    65,566$    66,166$    65,234$    54,691$    

Contributions as a percentage of covered-

employee payroll 21.96% 19.14% 18.39% 17.29% 17.32% 16.68% 13.72% 10.47% 9.62% 10.04%

* Information unavailable

City schools’ proportionate share of the net

pension liability as a percentage of its covered

employee payroll
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Baltimore City Public Schools 

Notes – Schedule of Contributions 

Employees Retirement System of the City of Baltimore 

 
 
NOTE 1 - CHANGES IN BENEFIT TERMS 

 
There were no benefit changes during the year. 

 

NOTE 2 - CHANGES IN ASSUMPTIONS 

 
Adjustments to the roll-forward liabilities were made to reflect the following assumptions in the 2016 valuation: 

 Investment return assumption changed from 7.75% to 7.50% 

  



 

 

SUPPLEMENTAL INFORMATION 
  



 

 

  
Emerie Warrington, 3rd Grade 

Lines 

Acrylic 

Rognel Heights Elementary/Middle, # 89 

Sharmia Crawford, Teacher 
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Baltimore City Public Schools 

Capital Projects Fund – Budgetary Comparison 

For the Fiscal Year Ended June 30, 2017 

(Expressed in Thousands) 

 

Description

Total 

Appropriation

Prior Years 

Expenditures

Current 

Years 

Expenditures Encumbered

Unexpended 

Appropriation

Building Renovations & Additions

Graceland Park PK-8 13,640$             750$                1,013$             597$                  11,280$             

Holibrid PK-8 13,640               392                  413                  248                    12,587$             

27,280$             1,142$             1,426$             845$                  23,867$             

Systemic Remodeling

Interior Renovations 44,519               20,287             1,560               5,992                 16,680$             

Boiler Projects 1,921                 849                  140                  109                    823                    

Chiller Projects 250                    -                       245                  -                         5                        

Elevator Projects 8,264                 3,022               1,963               377                    2,902                 

Roof Projects 47,556               5,711               5,680               6,083                 30,082               

Window Projects 21,699               2,575               3,136               4,262                 11,726               

Fire Protection Systems 25,293               1,920               2,020               2,239                 19,114               

HVAC Projects 86,004               9,035               18,846             9,182                 48,941               

Media Centers 4,868                 1,101               2,584               1,019                 164                    

Various Systemic Projects 9,816                 1,260               1,180               3,343                 4,033                 

250,190$           45,760$           37,354$           32,606$             134,470$           

Non Capitalized Costs 108                    -                       108                  -                         -                         

Totals 277,578$           46,902$           38,888$           33,451$             158,337$           

Capital Projects (School Renovations)
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Baltimore City Public School System 

Statement of Changes in Fiduciary Assets and Liabilities 

School Activity and Cable Funds 

For the Fiscal Year Ended June 30, 2017 

(Expressed in Thousands) 

 School 

Activity 

Fund 

 Cable 

Fund  Total 

Assets

Cash and cash equivalents

Beginning Balance, July 1, 2016 1,571          1,252$        2,823$        

Additions 4,710          218             4,928          

Deductions (4,686)         (272)            (4,958)         

Ending Balance, June 30, 2017 1,595$        1,198$        2,793$        

Liabilities

Due to student groups and others

Beginning Balance, July 1, 2016 1,571$        1,252$        2,823$        

Additions 4,710          218             4,928          

Deductions (4,686)         (272)            (4,958)         

Ending Balance, June 30, 2017 1,595$        1,198$        2,793$        
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