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Ibe Comptroller of the Treasury was

created by Maryland's state constitution of 1851
to have ‘general superintendence of the fiscal
affairs of the state.” More specifically, the
Comptrollers Office was created to keep watch
over the State Treasurer whose activities had
previously gone unchecked. The seal was authorized
by the Maryland General Assembly on March 10,
1858, effective May 1, 1858. The seal is decorated
with a shield bearing the coats-of-arms (or family
symbols) of the Calvert and Crossland families
— the paternal and maternal lineage of George
Calvert, first baronet of Baltimore, who founded
the Maryland colony in 1634.

Among the symbols on the seal are crossed keys,

symbolizing security. The two keys also represent
the two constitutional fiscal officers: the
Comptroller and the Treasurer. By law, all
money paid out of the State Treasury has to be
approved by both.

Further symbols are: an eagle, symbolizing
higher vision; a caduceus, symbol of commerce
and negotiation; a safe, symbolizing financial
security; and a dog, symbolizing the Comptroller’s
role as watch dog or guardian of the public trust.
The Seal also bears the Comptroller’s motto,
“Crescite et Multiplicamini,” which is Latin for
“Increase and Multiply.”
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As I conclude my eighth year as Comptroller —
one in which we took time to look back over
this office’s 160-year history — I remain truly
humbled to serve in a dream job as the current care-
taker of such a storied tradition of public service.

Farmers, teachers, lawyers, newspaper editors,

bankers, doctors, merchants, miners and busi-

nessmen — all of whom brought their collective
wisdom to an office that seeks to serve all Marylanders by looking after
their hard-earned tax dollars.

I am blessed to serve you and feel privileged to have the opportunity to
follow in the legendary footsteps of the Maryland giants who preceded me
as Comptroller.

J. Millard Tawes, who served as Comptroller twice and is the only
Marylander to serve as Comptroller, Governor and Treasurer; William
Donald Schaefer, who is one of the most revered and beloved men in our
state’s history; and, of course, Maryland’s legendary namesake of the build-
ing we occupy, my illustrious predecessor and the man to whom all

Comptrollers will forever be compared, Louis L. Goldstein.

Each day, I have the honor of walking down the same hallowed halls as they
did and I am dedicated to honoring their legacy by being the independent
fiscal watchdog this position was created to be — and to safeguard taxpayer
dollars in the way Marylanders expect.

With the help of our more than 1,100 hardworking employees in the
Comptroller's Office, we are celebrating and honoring our rich history by
building off past accomplishments and achieving new ones, taking the
agency to an even higher level. I remain dedicated to the incorruptable
values of my predecessors and look forward to improving the lives of
Marylanders in the future.

/7 Un %améo%

Comptroller Peter Franchot
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PORTRAITS OF

33. Peter Franchot

Montgomery County
Politician
Comptroller - 2007-present

Camp;m{jgr Peter Franchot 1. Philip Francis Thomas 2. Henry E. Bateman 3. William Pinkney Whyte 4. William Henry Purnell
Easton (Talbot Cornly) Queen Anne's and Talbot Counties Baltimore City Waorcester County Lawyer, Whig,
Lawyer, Democrat Newspaper Editor, Democrat Lawyer, Democral Knou-Nothing, Unionist and Democrat
thanks the mgﬂ' qf the Compiraller - 1851 - 1853 Compiroller - 1853-1854 Complroller - 1854-1856 Comptraller - 1956-1861

Maryland State Archives

ﬁrr the creation, prepara-
tion and installation of
this permanent exhibit,

PORTRAITS OF

MARYLAND
5. Dennis Claude 6. Abram Lingan Jarrett 7. Samuel Snowden Maffit 8. Henry Hollyday Goldsborough
Vv L "D Anne Arundel County Harford County, Lawyer Cecil County Talbot County Lawyer,
¥ d L

(-‘ OMPTROLLI Rb! Military Surgeon Democrat Denrocrat and Urionist Whig, Democrat, Unionist and Republican

Comproller - 1861 Compiroller — 1861-1862 Compiroller — 1862-1564 Comptrolier - 1864
which hangs in the
Assembly Room of the

Louis L. Goldstein

A photo of Comptroller Keating
has never beent located. As a
symbol i its place, this is what
the fifty dollar bill looked like at
that time. Rutherford B. Hayes
was president and Benjamin
Franklin appeared on the bill,

building in Annapolis.

9. Robert John Jump 10. Wiltiam James Leonard 11. Levin Woolford 12. Thomas James Keating
Caroline County, Liuyer Waorcester (now Wicomico) County Priricess Amine { Samerset Coninty) Quieen Anme’s County Latoyer,

Unionist and Bepublican Latoyer and Merchant, Lawyer, Farnter and Banker, Democrat Newspaper Editor and Banker, Democrat
Compiroller — 1864-1867 Whig, Republican and Democrat, Compiroller - 1870-1878 Comphrolier - 1878-1884

Comptrolicr - 1867-1870

13. J. Frank Turner 14. L. Victor Banghman 15. Marion deKalb Smith 16. Robert Patterson Graham
Talbot County Lawyer, Frederick Connty Lawyer and Farmer, Kent County Lawyer, Whconrico County Lawyer,

Dentocral Democral Democrat Republican

Comptroller - 1834-1888 Comptroller - 1888-1892 Compiroller - 1892-1896 Compiroller - 1896-1898
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A PerMmANENT ExHisrT, Louls L. GoLDSTEIN TREASURY BUILDING

The following indivuals
and organizations deserve
special recognition for their

vision and

dedication to preserving

Maryland history:

17. Phillips Lee Goldsborough 18. Dr. Joshua W. Hering 19. Dr. Gordon T. Atkinson 20. Dr. Joshua W. Hering

Dorchester County Loy, Fredderick and Carroil Courities Crisfield (Somerset County) Fredderick and Carvoil Courttics Tmot&g! D. Baker,
Republican Physician and Banker, Democral Physician, Democrat Physician and Banker, Democrat

Comptroller - 1898-1900 Comptroller - 1900-1904 (first tenure) Compriroller - 1904-1908 Comptroller - 1908-1910, 2nd temre

Acting State Archivist

Elaine Rice Bachmann,

Director, Artistic Property,
Exhibits, Outreach,
State House Office of
Interpretation

21, William B. Clagett 22. Charles H. Stanley 23. Emerson Columbus Harrington 24, Hugh A. McMullen and the entire conservation
FPrince George’s County Prince George’s County Dorchester County Teacher and Lawyer, Allegany County Miner,
Tobacce Farmer, Democrat Lawyer, Denocral Diempocrat M and Banker, Dempcrnt

Comptroller - 1910-1911 Comproller - 1911-1912 Comptroller - 1912-1916 Comptroller - 1916-1920 “MPW-W vation mf of
THE
MARYLAND

STATE ARCHIVES.

25. E. Brooke Lee 26. William S. Gordy, Jr. 27. J. Millard Tawes 28. James |. Lacy
Maontgomery County Latoyer, Salisbuery (Wicontico Connty) Banker, Crisficld (Somerset County) Banker, Baltimore City Businessnuan,
Democrat Democrat Democrat Democrat

Comptraller - 1920-1922 Comptroller - 1922-1939 Complroller - 1939-1947 {first tenure) Comptroller - 1947-1950

29. J. Millard Tawes 30. Louis L. Goldstein 31. Robert L. Swann 32. William Donald Schaefer
Crisfield {Samerset County) Prince Frederick (Calvert County) Calvert County native Ballimore City

Banker, Democrat Laurger and P Democrat Govermment Employee Lartryer and Politician, Democrat
Comptrolier - 1950-1957 (second tenure) Compiroller - 1998 Compiroller - 1998-1999 Compiroller - 1999-2007
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OUR FINE

Front view of the

State House and the

Old Treasury Building
in /Immpoiir, Maiyfamf.
Engraving by

Charles Willson Peale,
1789.

7"/}(/ State-Houfe £c. @/ ANNAPOLIS - /%Mﬁf/?/ MARYLAND.

IHE THIRTY-ONE MEN who preceded me in this office left behind a rich history and tradition. For the first
time, we displayed a collection of their portraits to recognize and honor the service of each one of Maryland’s past
Comptrollers. These men and I are bound together in history with the service provided by the office for more than 160 years. I
feel an obligation to preserve the history, the significant contributions of this historic office and to pay homage to those who
have safeguarded the best interests of taxpayers through the years.

Along with the incomparable giants of the past two generations — Tawes, Goldstein and Schaefer — frequently unheralded
Comptrollers laid the foundation for the rich tradition of this office.

William Pinkney Whyte, the third Comptroller and a lawyer from Baltimore City, established a simplified system that is regard-
ed as demonstrating the “wisdom of the Constitution in providing the safeguard to the Treasury.”

Thomas James Keating, a newspaper editor, lawyer and banker from Queen Anne’s County, served as the 12th Comptroller. He
was respected as a good financial manager who worked hard to “retrench and reform” state finances, including reducing the debt.

L. Victor Baughman, the 14th Comptroller, was a lawyer, farmer and expert horseman from Frederick County. Nicknamed the
“Napoleon of Western Maryland,” he managed the C&O Canal, the B&O Railroad and the regional Electric Railway and was in-
volved in settling the substantial debts incurred by Maryland during the Civil War.

William S. Gordy, Jr., a banker from Wicomico County, served as the 26th Comptroller. A self-described, by-the-book business-
man, Gordy was Maryland’s first professional Comptroller and served for almost two decades. From the first gas tax in 1922 to the
first income tax in the late 1930s, he effectively ran the Comptroller’s Office through the biggest economic swings in American his-
tory, including the Great Depression.

Maryland’s history is full of leaders who have provided a steady hand and sound fiscal management in some of the most turbulent
times. In their own way, with their diverse backgrounds, they have paved the road that led us here. It is a legacy and tradition we em-
phasize and one we are proud to continue.

CoMPREHENSIVE ANNUAL FinanciAL REporT




OUR MANY

UDER MY LEADERSHIP, the Comptroller’s Office has made it easier than ever for
Marylanders to file their taxes and pay their bills electronically. As a result, we've saved the state

millions of dollars, and have made sure taxpayers on average receive their electronic refunds

within three business days.

Simultaneously, we have rewarded the vast majority of Marylanders who pay their fair share by
going out and aggressively collecting delinquent taxes from those who don't. To date, we have re-
captured more than $3.7 billion that is rightfully owed to the people of Maryland. This is money
we've used to improve our schools, to aid in the cleaning of the Chesapeake Bay, to provide quali-
ty healthcare and to support first responders who keep our communities safe.

As a member of the state's Board of Public Works, I'm proud to have supported Maryland’s
historic investment of $2.3 billion in state school construction funding over the last eight years.
No investment has more significance to our long-term economic prosperity than those we make

in our schools, our children and our teachers.

'The role of the Comptroller is to protect taxpayers’ hard-earned money, to ask the tough ques-
tions and to hold officials accountable for choices that affect Maryland families and small busi-
nesses. That is what our office — and the hardworking and dedicated people who work here —
have and will continue to do.

WA AA r ITYTAYE ~ TOMPTROLLER
WWW.MARYLANDTAXES.COM mﬁ-;.\‘fmﬁmu
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Comptroller Franchot
Joins the Newport Mill
Middle School
Advanced Treble Chorus
from Kensington,
Maryland, after their
performance for the
agency staffin
Annapolis.

J{%S WE MOVE into 2015 and beyond, the Comptroller’s Office continues to im-
prove our service to the taxpayers of Maryland. We consistently rededicate ourselves to pro-
vide Maryland taxpayers with Respect, Responsiveness and Results.

We remain committed to doing our part to help all Marylanders weather these tough eco-
nomic times by quickly returning refunds and reuniting taxpayers with lost money. We vow
to continue cracking down on tax evaders and ensuring that all businesses are operating on a
level playing field.

My staff continues to use new technology to make the tax-filing process as easy and efficient
as possible. We look forward to offering new online services for business and individual tax-
payers in the years to come.

We will redouble our efforts to ensure that every Maryland student receives a comprehensive
financial literacy education before graduation. Teaching children the basics of credit, debt, in-
vesting and saving are critical to a young person’s future success and to the financial stability
of our state.

I'will continue to seek better efficiencies in state government as a member of the Board of Public
Works and as Chairman of the Board of Revenue Estimates. I also remain dedicated to making
significant investments in our state’s biggest asset — our children — by making sure that every

student has a safe, comfortable and innovative place to learn.

While the state faces a volatile economy, the entrepreneurial spirit, creativity, innovation and

dedication shown by our people will help lead us to increased prosperity in the future.

CoMPREHENSIVE ANNUAL FinanciaL REpor1
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Government Finance Officers Association

Certificate of
Achievement
for Excellence
1n Financial
Reporting

Presented to

State of Maryland

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended

June 30, 2013
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COMPTROLLER e eomtrollr
2/ MARYLAND
~ Serving the Peap_fe

Honorable Members of the General December 17, 2014
Assembly and the Governor,
State of Maryland

The Comprehensive Annual Financial Report (CAFR) of the State of Maryland (State), for the Fiscal Year ended June 30,
2014, includes the financial statements of the State as well as information required by Title 2, Section 102 of the State Finance and
Procurement Article of the Annotated Code of Maryland. Responsibility for both the accuracy of the presented data and the
completeness and fairness of the presentation, including all disclosures, rests with the Office of the Comptroller.

The statutes of the State require an audit of every unit of the Executive and Judicial branches of government, including the
Comptroller of Maryland’s records, by the Legislative Auditor at least every three years. The Legislative Auditor is required to be and
is a certified public accountant. The Legislative Auditor makes fiscal, compliance and performance audits of the various agencies and
departments of the State and issues a separate report covering each of those audits. The primary purpose of the reports is to present
the Legislative Auditor’s findings relative to the fiscal management of those agencies and departments.

Additionally, my office requires an audit of the State’s basic financial statements by a firm of independent auditors selected
by an audit selection committee composed of members from the Executive and Legislative branches of State government. This
requirement has been compiled with, and the opinion of SB & Company, LLC, our independent public accountants, has been included
in the financial section of this report. SB & Company, LLC also performed an audit to meet the requirements of the Office of
Management and Budget (OMB) Circular A-133, “Audits of States, Local Governments and Non-Profit Organizations,” and such
information is contained in another reporting package.

The State has issued guidelines to its agencies for establishing effective internal controls. As a recipient of Federal
assistance, the State is responsible for ensuring compliance with laws and regulations related to such assistance. This compliance is
accomplished through the internal control guidelines. Because the cost of internal control should not exceed anticipated benefits, the
objective is to provide reasonable, rather than absolute, assurance that the financial statements are free of any material misstatements.

The accompanying financial statements include all funds of the State (primary government), as well as all component units.
Component units are legally separate entities for which the primary government is financially accountable. The various colleges and
universities and the College Savings Plans of Maryland are reported as major component units. The Maryland Environmental Service,
the Maryland Industrial Development Financing Authority, the Maryland Food Center Authority, the Maryland Technology
Development Corporation and the Maryland Stadium Authority are combined and presented as hon-major component units.

Accounting principles generally accepted in the United States of America require that management provide a narrative
introduction, overview and analysis to accompany the basic financial statements in the form of Management’s Discussion and
Analysis (MD&A). This letter of transmittal is designed to complement the MD&A and should be read in conjunction with it. The
MD&A can be found immediately following the report of the independent public accountants.

Background Information on the State:

Maryland ratified the United States Constitution on April 28, 1788. lIts capitol is Annapolis, where the principal activities of
state government are centered. Its employment is based largely in services, trade and government. These sectors, along with finance,
insurance and real estate are the largest contributors to the gross state product. The State has a bicameral legislature, the General
Assembly, composed of the Senate with 47 members and the House of Delegates with 141 members. The General Assembly meets
annually for a 90-day session beginning on the second Wednesday in January.

80 Calvert Street « PO Box 466, Annapolis MD 21404-0466 * 410-260-7801 * 1-800-552-3941 (MD) « Fax: 410-552-3941 (MD)
Fax: 410-974-3808 « 711 « TTY 410-260-7157  pfranchot@comp.state.md.us

2 www.marylandtaxes.com



The Maryland Constitution requires the Governor to submit to the General Assembly a balanced budget for the following
year. The General Assembly cannot increase the budget except in certain organizational units. The budget currently uses a legally
mandated budgetary fund structure. Each State agency is provided appropriations at a program level, which is the level at which
expenditures cannot legally exceed the appropriations. The State also utilizes an encumbrance system to serve as a tool for managing
available appropriations. Maryland maintains its accounts to conform with the legally mandated budget and also to comply with
generally accepted accounting principles. Financial control is generally exercised under the budgetary system.

There is a Spending Affordability Committee which consists of certain designated officers of the General Assembly and
other members as may be appointed by the President of the Senate and the Speaker of the House of Delegates. Each year the
Committee must submit a report to the General Assembly’s Legislative Policy Committee and to the Governor recommending the
level of State spending, the level of new debt authorization, the level of State personnel and the use of any anticipated surplus funds.

Also, the General Assembly created a Capital Debt Affordability Committee, the members of which are the Treasurer, the
Comptroller, the Secretary of Budget and Management, the Secretary of Transportation, and one person appointed by the Governor.
This Committee is required to submit to the Governor by October 1 of each year an estimate of the maximum amount of new general
obligation debt that prudently may be authorized. The Committee’s recent reports encompass all tax supported debt, in addition to the
general obligation debt, bonds issued by the Department of Transportation, bonds issued by the Maryland Stadium Authority and
capital lease transactions. Although the Committee’s responsibilities are advisory only, the Governor is required to give due
consideration to the Committee’s finding in preparing a preliminary allocation of new general obligation debt authorizations for the
next ensuing fiscal year.

Information on the State’s Economic Condition:

The principal descriptive element of Maryland’s recent economic trajectory has been the divergence between its growth and
that of the nation as a whole. That is not to say that the State and national economic trajectories are normally synchronized, the
difference is that generally, since the dot-com bubble, the pre-2012 divergence had been favorable to Maryland. Largely the recent
relative successes of the national economy can be attributed to the strength and recovery of tangible goods producing industries,
generally industries where Maryland does not have a significant footprint. Further impacting the divergent paths is the relative
concentration of federal government expenditures in Maryland; sequestration and the lingering uncertainty continue to reduce
economic output in the State. As a result of these elements, the current near-term outlook points towards lesser growth for Maryland
relative to the nation.

Whereas Maryland’s economic growth had eclipsed national growth, as measured by real gross domestic product (GDP), in
every year with one exception between 2001 and 2011, the differences in 2012 and 2013 are substantial Notably, GDP growth in
Maryland was stagnant in 2013 (0.0% growth). Driving growth nationally in 2013 were the manufacturing, natural resources and
mining, and real estate, rental, and leasing industries.

Manufacturing has seen somewhat of a renaissance in the United States as foreign capital has grown older and shipping and
labor costs have increased internationally. The natural resources and mining industry has benefited from high commodity prices as
well as gas exploration and extraction; those benefits are generally concentrated in the Midwest. Interestingly, growth in this category
was actually stronger in Maryland, up 12.3% versus 6.7% nationally; however, the share of the total economy is so small in Maryland,
only 0.4% of total output versus 3.3% nationally, that the impact is very small for Maryland in the aggregate. Nationally, the real
estate, rental, and leasing industry has seen relatively strong growth since 2009, though Maryland has not been as fortunate.

Government output, including federal as well as State and local, was the greatest detractor from growth for both the nation
and Maryland. Government output only decreased 0.5% in Maryland while it decreased 0.9% nationally, though the industries’ size in
Maryland increases the impact; total government accounted for 20.8% of Maryland’s economic output while only 12.6% nationally.

A breakdown between levels of government is not yet available, though it seems very reasonable to assume that the federal
government contracted and State and local governments’ growth rates remained sluggish or declined moderately.

Of course, Maryland did not realize as substantial an economic contraction during the Great Recession as the nation as a
whole. Paradoxically, a significant reason for the less substantial decline in 2009 was the manufacturing industry; manufacturing
actually expanded in Maryland in 2009, growing 3.8%, versus a decline of 7.8% nationwide. In 2009, Maryland also benefited from
strong growth in federal government output, presumably largely related to the 2005 Base Realignment and Closure (BRAC) process
which shifted many defense positions to Maryland installations, with positions actually beginning to transfer in 2009 and reaching
conclusion in 2011. Relatedly, it should be noted that relative to prior peak GDP (2007 for the United States and 2008 for Maryland),
through 2013 Maryland’s economy has increased by 5.5% whereas the national economy has increased only 4.7%.
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The employment situation, as one would expect, is very similar to that of GDP. Maryland’s employment growth in recent
years has not kept pace with national employment growth. Of course, the timing may differ somewhat as employment decisions may
precede or lag economic circumstances. Also, as was touched on earlier, the federal budget issues that have been depressing
Maryland’s growth relative to national growth are regionally acute; therefore, it is not surprising that since 2011 Maryland, Virginia,
and the District of Columbia have all lagged national growth.

Beginning mid-2011 — in unison with the beginning of the federal sequestration discussions —Maryland’s total employment
growth began to look substantially different from the national rate. It now seems evident that private companies began adjusting
payrolls for the eventual reduction in federal government outlays prior to the passage of the first sequestration bill, the Budget Control
Act of 2011. Furthermore, even as we are now more than one year removed from the onset of sequestration, it seems the effects
continue to weigh on private sector job growth. This may be related to a lack of transparency from federal agencies regarding the
manner in which they reached their reduced budget targets. Continued uncertainty may plague private federal contractors.

Direct federal job losses would come later as sequestration’s actual commencement date neared. Interestingly, federal jobs
have decreased at a greater rate nationally than in Maryland. While there is no way to be certain, it seems likely that the federal job
losses are occuring at a greater rate in field offices, relatively benefiting Maryland. However, the impact to Maryland’s labor market
is greater than that of the nation because of the share of the federal government employment here; in 2013 federal employment
directly accounted for 5.6% of payroll jobs in Maryland versus 2.0% nationwide.

While employment in Maryland has increased, albeit at a less than desirable pace, income growth has been frustratingly slow.
Suppressing growth has been extraordinarily weak growth in the average wage for the last several years. In fact, between the first
quarter of 2012 and the second quarter of 2014, the average wage in Maryland has increased more than 2.0% (the general barometer
for inflation) only twice. This is indicative of lost purchasing power for the average wage earner. The fact that wages compose
approximately 47.0% of total personal income in Maryland, along with other factors which served to restrain growth in 2013, lead to a
total Maryland personal income increase of only 1.1% in 2013.

Possibly most notable of these other factors was the fiscal cliff: a general term used to define the expiration of many
preferential tax rates that were set to expire at the end of 2012. An agreement was reached in the early days of 2013 that ameliorated
the impact for taxpayers, though the uncertainty leading up to that period triggered a wave of income recognition. The effect was
income that might have been recognized in 2013 was recognized in 2012. For example, companies paid dividends to shareholders in
2012 that would have normally been paid as the first quarterly dividend distribution for 2013. Many other types of income were
affected, including capital gains, wages, and proprietor income. It seems likely that future years will also have depressed income as a
result of this wave of income recognition; however, the extent of the effect on future years is unknown given current data.

The official economic forecast is for employment to grow .7% in 2014 and 1.2% in 2015, personal income to grow 3.3% in
2014 and 4.0% in 2015 and wages to grow 3.5% in 2014 and 4.4% in 2015.

Regional issues and slowing global growth will restrain Maryland employment growth in the near-term. Growth will receive
a boost as the rate of federal government job losses is reduced, or at least flat lines, in the near future. Further growth is derived from
continued improvement for the broader, national economy. An improving job market is expected to reduce labor market slack, thereby
increasing employer job competition and placing upward pressure on wages. Aggregate income growth benefits from increased
employment as well as a moderate rebounding from the specific fiscal cliff issues that distorted growth in 2012 and 2013.

Negative risks persist and should not be ignored. The current federal government spending bill expires on December 11;
failure to pass a budget or a continuing resolution could create another federal government shutdown. The global economic situation
remains desperate in some areas (Europe) and is slowing in developing countries (the BRICS countries). Further negative
developments, particularly in Europe, could slow national and Maryland economic growth. Additionally, the perennial risks remain:
unrest in the Middle East; other geopolitical unrest (Russia in particular); Federal Reserve actions (possible “unwinding” of
quantitative easing and raising interest rates); demographic shifts.

On the positive side, a broader long term budget agreement, one that does not further cut discretionary spending, could
provide just the type of certainty that Maryland’s federal contractors need to jump start labor and capital planning decisions. Recent
developments in the price of sweet crude oil (less than $70 per barrel in first few days of December) are encouraging. Reduced oil
prices should provide significant savings for consumers, encouraging consumer spending, as well as reduce inflation for many goods
over time. In turn, the reduced inflation expectations may support continued near-term Federal Reserve support for the economy.
Additionally, the Panama Canal expansion project should complete in early 2016; the Port of Baltimore and surrounding areas could
benefit tremendously, particularly if the bottlenecking at the Baltimore and Potomac railroad tunnel is alleviated.
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Major Initiatives and Long Term Financial Planning:

The fiscal year 2015 budget holds spending growth below 4% and reduces the structural budget deficit by more than $125
million in accordance with guidelines established by the State’s Spending Affordability Committee. The budget includes $457 million
of reductions and allows Maryland to address upcoming challenges by leaving the Rainy Day fund intact.

The 2015 budget prioritizes job creation. Investments in small businesses and large-scale financing projects include $88
million in programs to develop high-technology firms, encourage business expansion and relocation to the State, support development
among historically-disadvantaged companies, and assist urban revitalization and rural businesses. The budget also includes $40
million in tax incentives and funding to assist emerging industries bring research to market and sustain investments in the life
sciences, cyber security and stem cell research. The fiscal year 2015 budget includes $212 million for workforce development
programs.

Maryland will increase spending for its public primary and secondary schools by $136 million to $6.1 billion in fiscal year
2015. In addition, higher education funding will be $6.0 billion in fiscal year 2015, an increase of $19 million from fiscal year 2014.
Tuition increases will be capped at the University System of Maryland to 3%.

The fiscal year 2015 budget includes Medicaid funding of $8.9 billion to provide access to health care for over one million
Marylanders. The budget also includes over $1.2 billion in federal supplemental nutrition assistance (SNAP) for 410,000 households.
The Chesapeake Bay 2010 Trust Fund will be provided $42 million, an increase of $10 million over the current year.

Through the capital budget, investments are made in rebuilding schools, transportation network, and community
infrastructure while supporting and leveraging more than 48,000 jobs. The 2015 capital budget allocates $275 million for school
construction and $374 million for higher education projects. The capital improvement program will make additional investments of
$4.4 billion over the next six years in transportation infrastructure. Included among these investments are the new Red Line
Transitway in Baltimore and the new Purple Line Transitway in the Washington area. In addition, the 2015 capital budget includes
$24 million for Rental Housing Works, providing a total of $285 million in public and private investment to build affordable rental
housing.

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the State of Maryland for its Comprehensive Annual Financial Report for the
Fiscal Year Ended June 30, 2013. The Certificate of Achievement is a prestigious national award recognizing conformance with the
highest standards for preparation of state and local government financial reports.

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

A Certificate of Achievement is valid for a period of one year only. The State of Maryland has received a Certificate of
Achievement for the last 34 consecutive years (Fiscal Years ended 1980 — 2013). We believe that our current comprehensive annual
financial report continues to conform to the Certificate of Achievement Program requirements, and we are submitting it to the GFOA
to determine its eligibility for another certificate.

The preparation of the Comprehensive Annual Financial Report on a timely basis could not have been accomplished without
the efforts and dedication of the staff of the General Accounting Division with assistance from other personnel from the various
departments and agencies of the State.

I will be pleased to furnish additional information on the State’s finances upon request.

Sincerely,

an %Mcéa%

Peter Franchot,
Comptroller of Maryland
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

The Honorable Peter Franchot
Comptroller of Maryland

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of the State
of Maryland (the State), as of and for the year ended June 30, 2014, and the related notes to the financial statements, which
collectively comprise the State’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the financial statements
of certain Economic Development Loan Programs; the Maryland Lottery and Gaming Control Agency; the Maryland Transportation
Authority; the Economic Development Insurance Programs; certain foundations included in the higher education component units;
the Maryland Technology Development Corporation; and the Investment Trust Fund. Those financial statements were audited by
other auditors whose reports thereon have been furnished to us, and our opinion, insofar as it relates to the amounts included for the
State, is based solely on the report of the other auditors. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

The financial statements that we did not audit which are listed above represent the percentages of the total assets, total net
position, and total revenues of the accompanying financial statements as listed below.

Percentage of Opinion Unit

Total Net Total Operating
Total Assets Position Revenues
Business-Type Activities
Major -

Certain Economic Development Loan Programs 21.9% 5.7 % 2.6 %

Maryland Lottery and Gaming Control Agency 1.7 0.1 59.5

Maryland Transportation Authority 50.8 48.3 18.1

Non-Major -

Economic Development Insurance Programs 0.6 1.0 0.1
Total percentage of business-type activities 75.0 % 55.1 % 80.3 %
Component Units Major -

Major -
Certain foundations included in the higher education component units 13.3% 15.1% 14.1%
Non-Major -

Maryland Technology Development Corporation 0.2 0.1 1.8
Total percentage of component units 13.5% 152 % 13.3%
Fiduciary Funds

Investment Trust Fund 54 % 6.0 % 38.7%

200 International Circle « Suite 5500 « Hunt Valley « Maryland 21030 « P 410-584-0060 « F 410-584-0061
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s 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.
Opinions

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities, the business-type activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of the State, as of June 30, 2014, and the
respective changes in financial position and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Adoption of New Accounting Standard

As discussed in Note 1 to the financial statements, the State adopted the new accounting guidance from GASB Statement No. 65,
“Items Previously Reported as Assets and Liabilities”, and restated the July 1, 2013, net position on the statement of activities. Our
opinion is not modified with respect to this matter.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis;
required supplemental schedules of funding progress and employer contributions for the Maryland Transit Administration Retiree
Healthcare Benefit, and Other Post-employment Benefits Plan; and the respective budgetary comparison for the budgetary general,
special and Federal funds as listed in the table of contents 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 and the other auditors 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.
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Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the State’s basic
financial statements. The combining financial statements, schedules, introductory and statistical sections, and financial schedules
required by law, as listed in the table of contents, are presented for purposes of additional analysis and are not a required part of the
basic financial statements.

The combining financial statements, schedules, introductory and statistical sections, and financial schedules required by law 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 by us and the other auditors. In our opinion and based on the reports of the other auditors, the combining financial
statements, schedules, introductory and statistical sections, and financial schedules are fairly stated in all material respects in relation
to the basic financial statements as a whole.

The introductory and statistical sections and the financial schedules required by law as listed in table of contents have not been
subjected to the auditing procedures applied in the audit of the basic financial statements, and, accordingly, we do not express an

opinion or provide any assurance on them.
)go 5 *&Mr Ha

Hunt Valley, Maryland
December 17, 2014
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STATE OF MARYLAND

Management’s Discussion and Analysis

Management of the State of Maryland provides this narrative overview and analysis of the financial activities of the
State for the fiscal year ended June 30, 2014. Please read it in conjunction with the Comptroller’s letter of transmittal,
which can be found in the Introductory Section of this report, and the State’s financial statements which follow this
section.

Financial Highlights
Government-wide

e Maryland reported net position of $9.5 billion in fiscal year 2014 and $10.3 billion in fiscal year 2013.

e Of the net position in fiscal year 2014, a deficit balance of $9.9 billion was reported as total unrestricted net
position, which includes a $12.1 billion deficit balance in governmental activities and a $2.2 billion balance in
business-type activities.

e The State’s total net position decreased by $731 million as a result of this year’s operations. The net position for
governmental activities decreased by $1.1 billion (30.1%). Net position of business-type activities increased by
$327 million (4.9%)).

e The State’s governmental activities had total expenses of $33.0 billion, total revenues of $31.0 billion and net
transfers from business-type activities of $884 million for a net decrease of $1.1 billion.

e Business-type activities had total expenditures of $3.6 billion; program revenues of $4.8 billion; general revenues
of $4 million; and transfers out of $884 million for a net increase in net position of $327 million.

e Total State revenues were $35.8 billion, while total costs for all programs were $36.5 billion.

Fund Level

e Governmental funds reported a combined fund balance of $1.9 billion, a decrease of $177 million (8.4%) from the
prior year.

e The General Fund reported an unassigned fund balance deficit of $916 million and a remaining fund balance
(nonspendable, restricted, and committed) of $2.1 billion, compared to an unassigned fund balance deficit of $623
million and a remaining fund balance of $2.0 billion last year. This represents a net decrease of $220 million in
General Fund, fund balance. The total unassigned fund balance deficit in the governmental funds was $1.3
billion, compared to a deficit of $977 million in the prior year.

e Governmental funds reported a total nonspendable, restricted, and committed fund balance of $3.2 billion in 2014,
compared to $3.1 billion in the prior year.

Long-term Debt

e Total bonds and obligations under long-term leases at year end were $17.2 billion, a net increase of $382 million
in 2014 (2.3%) over the prior year.

e $1.2 billion General Obligation Bonds of which $237 million were refunding bonds, and $325 million
Transportation Bonds were issued during the year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the State of Maryland’s basic financial statements.
The State’s basic financial statements comprise three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements. This report also contains additional required supplementary
information and other supplementary information in addition to the basic financial statements.
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Government-wide Financial Statements (Reporting the State as a Whole)

The government-wide financial statements provide a broad overview of the State’s operations in a manner similar to a
private-sector business. The statements provide both short-term and long-term information about the State’s economic
condition at the end of the fiscal year. The statements include all fiscal year revenues and expenses, regardless of whether
cash has been received or paid. The government-wide financial statements include the following two statements.

The Statement of Net Position presents all of the State’s assets, deferred outflows of resources, liabilities, and deferred
inflows of resources with the difference reported as “net position”. Over time, increases and decreases in the State’s net
position may serve as a useful indicator of whether the financial position of the State is improving or deteriorating.

The Statement of Activities presents information showing how the State’s net position changed during the most recent
fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items
that will not result in cash flows until future fiscal periods (such as uncollected taxes and earned but unused vacation
leave). This statement also presents a comparison between direct expenses and program revenues for each function of the
State.

The above financial statements distinguish between the following three types of state programs or activities:

Governmental Activities — The activities in this section are typically supported by taxes and intergovernmental revenues,
i.e., federal grants. Most services normally associated with the State government fall into this category, including the
Legislature, Judiciary and the general operations of the Executive Department.

Business-Type Activities — These functions normally are intended to recover all or a significant portion of their costs
through user fees and charges to external users of goods and services. These business-type activities of the State include
insurance and loan programs for economic development, the Unemployment Insurance Program, the Maryland Lottery
and Gaming Control Agency (MLGCA), the Maryland Transportation Authority and the Maryland Correctional
Enterprises, a program which constructs office furnishings utilizing the prisons’ inmate population.

Discretely Presented Component Units — The government-wide statements include operations for which the State has
financial accountability, but are legally separate entities. Financial information for these component units is reported
separately from the financial information presented for the primary government. The component unit activities include
Higher Education, the College Savings Plans of Maryland and other non-major proprietary activities. All of these entities
operate similarly to private sector business and to the business-type activities described above. The component unit
Higher Education consists of the University System of Maryland, Morgan State University, St. Mary’s College and
Baltimore City Community College and certain affiliated foundations. The non-major component units include the
Maryland Food Center Authority, Maryland Environmental Service, Maryland Industrial Development Financing
Authority, Maryland Technology Development Corporation and Maryland Stadium Authority.

Complete financial statements of the individual component units can be obtained from the Comptroller of Maryland,
LLG Treasury Building, Annapolis, Maryland 21404,

This report includes two schedules (pages 31 and 33) that reconcile the amounts reported on the governmental fund
financial statements (modified accrual accounting) with governmental activities (accrual accounting) on the government-
wide statements. The following summarizes the impact of transitioning from modified accrual to accrual accounting:

e Capital assets used in governmental activities are not reported on governmental fund statements.

o Certain tax revenues that are earned and other assets that are not available to pay for current period expenditures
are deferred in governmental fund statements, but are recognized on the government-wide statements.

e Other amounts that otherwise meet the definition of a revenue or expense that relate to a future period are deferred
only on the government-wide statements.

e Unless currently due and payable, long-term liabilities, such as capital lease obligations, compensated absences,
litigation, and bonds and notes payable, only appear as liabilities in the government-wide statements.
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e Capital outlays result in capital assets on the government-wide statements, but are reported as expenditures on the
governmental fund statements.

e Bond and note proceeds result in liabilities on the government-wide statements, but are recorded as other
financing sources on the governmental fund statements.

o Certain other transactions represent either increases or decreases in liabilities on the government-wide statements,
but are reported as expenditures on the governmental fund statements.

The government-wide financial statements can be found on pages 26 - 29 of this report.
Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives. The State, like other state and local governments, uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. The State’s funds can be divided into three
categories: governmental, enterprise, and fiduciary. Each of these categories uses a different accounting approach.

Governmental funds — Most of the basic services provided by the State are financed through governmental funds.
Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements, the governmental
fund financial statements focus on near-term inflows and outflows of spendable resources and on the balances of
spendable resources available at the end of the fiscal year. Such information may be useful in evaluating the State’s
near-term inflows and outflows of spendable resources available at the end of the fiscal year. Such information may
be useful in evaluating the State’s near-term financing requirements. These statements provide a detailed short-term
view of the State’s finances that assists in determining whether there will be adequate financial resources available to
meet the current needs of the State.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand the
long-term impact of the State’s near-term financing decisions. Both the governmental fund balance sheet and the
governmental fund statement of revenues, expenditures and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities. These reconciliations are
presented on the pages immediately following the governmental funds financial statements.

The State maintains five governmental funds. Information is presented separately in the governmental fund balance
sheet and in the governmental fund statement of revenues, expenditures and changes in fund balances for the General
Fund and the Department of Transportation-special revenue fund, both of which are considered to be major funds.
Data from the remaining three governmental funds are combined into a single, aggregated presentation. Data for the
non-major governmental funds, namely, the debt service fund for general obligation bonds, the debt service fund for
transportation revenue bonds and the capital projects fund, are provided in the form of combining statements
elsewhere in this report. These funds are reported using modified accrual accounting, which measures cash and all
other assets which can be readily converted to cash. The basic governmental funds financial statements can be found
on pages 28 and 30 of this report.

Enterprise funds — Enterprise funds are used to show activities that operate similar to activities of commercial
enterprises. These funds charge fees for services provided to outside customers including local governments.
Enterprise funds provide the same type of information as the government-wide financial statements, only in more
detail. There is no reconciliation needed between the government-wide business-type financial statements for
business-type activities and the enterprise fund financial statements because they both utilize accrual accounting, the
same method used for business in the private sector.

The State has six enterprise funds, four of which are considered to be major enterprise funds. These funds are:
Economic Development — Loan Programs, the Unemployment Insurance Program, the Maryland Lottery and Gaming
Control Agency and the Maryland Transportation Authority. Data for the non-major enterprise funds, Economic
Development — Insurance Programs and Maryland Correctional Enterprises, are combined into a single aggregated
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presentation. Individual fund data for these non-major enterprise funds is provided in the form of combining
statements elsewhere in this report.

The basic enterprise funds financial statements can be found on pages 36 — 40 of this report.

Fiduciary funds — Fiduciary funds are used to account for resources held for the benefit of parties outside the state
government. Fiduciary funds are not reflected in the government-wide financial statements because the resources of
these funds are restricted in purpose and are not available to support the State’s own programs. Fiduciary funds use
accrual accounting.

The State’s fiduciary funds include the Pension and Other Employee Benefits Trust Funds (Pension Trust), the
Investment Trust Fund, the Postretirement Health Benefits Trust Fund (OPEB Trust) and Agency Funds. The Pension
and Other Employee Benefits Trust Funds consist of the Retirement and Pension System, the Maryland Transit
Administration Pension Plan and the Deferred Compensation Plan. The Postretirement Health Benefits Trust Fund
accumulates funds to assist with the costs of the State’s postretirement health insurance subsidy. The Investment
Trust Fund accounts for the transactions, assets, liabilities and net position of an external investment pool. Agency
funds account for the assets held for distribution by the State as an agent for other governmental units, organizations
or individuals. Individual fund detail for the fiduciary funds can be found in the combining financial statements.

The basic fiduciary funds financial statements can be found on pages 41 — 42 of this report.

Combining Financial Statements, Component Units — The government-wide financial statements present
information for the component units in a single aggregated column in the Statement of Net Position and the Statement
of Activities. Combining Statement of Net Position and Combining Statement of Activities have been provided for
the Component Unit Proprietary Funds and provide detail for each major proprietary component unit, with a
combining column for the non-major component units. Individual financial statement information for the non-major
component units is provided elsewhere in this report.

The combining financial statements for the component units can be found on pages 44 — 46 of this report.
Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and the fund financial statements. The notes to the financial statements can be found on pages 48 —
106 of this report.

Required Supplementary Information

The required supplementary information includes budgetary comparison schedules for the budgetary general,
special and federal funds, along with a reconciliation of the statutory and Accounting Principles Generally Accepted
in the United States of America (GAAP) General and Special Revenue Funds, fund balances at fiscal year end. This
report also presents certain required supplementary information concerning the State’s progress in funding obligations
to provide other post-employment benefits and includes a footnote concerning budgeting and budgetary control.
Required supplementary information immediately follows the notes to the financial statements.

Other Supplementary Information

Combining Financial Statements

The combining financial statements referred to earlier in connection with non-major governmental, enterprise, and
fiduciary funds and non-major component units are presented immediately following the required supplementary
information.

Government-Wide Financial Analysis

The State’s combined net position (governmental and business-type activities) totaled $9.5 billion at the end of 2014
and $10.3 billion at the end of 2013.
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Net Position as of June 30,

(Expressed in Millions)

Governmental Business-type
Activities Activities Total
2014 2013 2014 2013 2014 2013

Current and other assets.............. $ 6,176 $ 6,090 $ 8,147 3 8,474 $ 14,323  $ 14,564
Capital assets......................... 20,819 20,128 5,546 5,258 26,365 25,386

Totalassets....................... 26,995 26,218 13,693 13,732 40,688 39,950
Total deferred outflows of resources. . 200 31 27 231 27
Long-term liabilities.................. 19,743 17,996 5,750 6,012 25,493 24,008
Other liabilities ...................... 4,959 4,639 878 968 5,837 5,607

Total liabilities................... 24,702 22,635 6,628 6,980 31,330 29,615
Total deferred inflows of resources. .. 52 53 33 3 85 56
Net position:
Net invested in capital assets. ........ 14,313 14,204 2,781 2,396 17,094 16,600
Restricted ............................ 214 241 2,074 2,267 2,288 2,508
Unrestricted. ......................... (12,086) (10,915) 2,208 2,113 (9,878) (8,802)

Total net position................. $ 2,441  $ 3,530 $ 7,063 $ 6,776 $ 9504 3% 10,306

The largest portion of the State’s net position, $17.1 billion, reflects investment in capital assets such as land, buildings,
equipment and infrastructure, less any related debt to acquire those assets that is still outstanding, as adjusted by any
deferred inflows or deferred outflows of resources. The State uses these capital assets to provide services to citizens.
Consequentially, these assets are not available for future spending. Although the State’s investment in capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

In addition, a portion of the State’s net position, $2.3 billion, represents resources that are subject to external restrictions
or enabling legislation on how they may be used. The remaining balance for unrestricted net position, a deficit of $9.9
billion, reflects the State’s expenses over revenues.

The following condensed financial information was derived from the government-wide Statement of Activities and
reflects how the State’s net position changed during the fiscal year.
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Changes in Net Position
For the Year Ended June 30,
(Expressed in Millions)

Governmental Business-type
Activities Activities Total
2014 2013 2014 2013 2014 2013
Revenues:
Program revenues:
Charges for services........................... $ 3339 $ 3577 % 4466 % 4298 % 7805 3% 7,875
Operating grants and contributions............ 9,056 8,234 302 592 9,358 8,826
Capital grants and contributions............... 826 845 826 845
General revenues:
Incometaxes ..., 8,804 8,657 8,804 8,657
Salesand use taxes........................l. 4,200 4,116 4,200 4,116
Motor vehicletaxes ........................... 2,197 2,073 2,197 2,073
Tobaccotaxes.............oooviiiiiiiiaiiin.. 402 416 402 416
Insurance company taxes...................... 475 429 475 429
Property taxes. ... 973 990 973 990
Estate & inheritance taxes..................... 238 259 238 259
Othertaxes...............cooovviiiii .., 314 293 314 293
Unrestricted investment earnings.............. 213 (5) 4 1 217 (4)
Total revenues ............................. 31,037 29,884 4,772 4,891 35,809 34,775
Expenses:
General government........................... 832 895 832 895
Health and mental hygiene..................... 11,078 10,037 11,078 10,037
Education..............oooo 7,970 7,695 7,970 7,695
Aid for higher education. ...................... 2,043 1,918 2,043 1,918
Human resources ...................cocoiiinn. 2,585 2,612 2,585 2,612
Publicsafety......................ooi 2,101 2,096 2,101 2,096
Transportation................................. 3,504 3,146 3,504 3,146
Judicial. ... 662 642 662 642
Labor, licensing and regulation................ 334 320 334 320
Natural resources and recreation............... 213 186 213 186
Housing and community development......... 294 296 294 296
Environment............... 103 105 103 105
Agriculture ... 98 97 98 97
Business and economic development.......... 105 71 105 71
Intergovernmental grants...................... 541 508 541 508
Interest...........o 516 486 516 486
Economic development insurance programs. . . 5 13 5 13
Economic development loan programs. ... ..... 410 437 410 437
Unemployment insurance program............ 925 1,247 925 1,247
Maryland Lottery and Gaming Control Agency. 1,701 1,525 1,701 1,525
Maryland Transportation Authority............ 469 452 469 452
Maryland Correctional Enterprises............ 51 51 51 51
Total eXPenses ..........oooveiiii 32,979 31,110 3,561 3,725 36,540 34,835
Increase (decrease) in net position
before transfers............................ (1,942) (1,226) 1,211 1,166 (731) (60)
Transfers ... 884 779 (884) (779)
Change in net position............................ (1,058) (447) 327 387 (731) (60)
Net position - beginning, as restated.............. 3,499 3,977 6,736 6,389 10,235 10,366
Net position—ending ............................. $ 2441  $ 3530 $ 7,063 $ 6,776  $ 9504 $ 10,306
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2014 REVENUES BY SOURCE - GOVERNMENTAL ACTIVITIES
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Governmental Activities

e Assets and deferred outflows exceeded liabilities and deferred inflows by $2.4 billion at the end of fiscal year
2014, a decrease of $1.1 billion from the previous year.

e Comprising the decrease in net position, capital assets increased by $690 million and long-term liabilities
increased by $1.8 billion. The major capital asset events are discussed in the Capital Assets section of this
analysis. Among the components of the increase in long-term liabilities were increases in bonds and notes
payable ($551 million); the State’s net pension obligation ($598 million); net other post-employment benefits
obligation (OPEB) ($224 million); and capital leases ($149 million). The increase in bonds and notes payable is
discussed in the Long-Term Debt section of this analysis. The increases in the net pension and OPEB
obligations resulted from the underfunding of the OPEB and pension annual required contribution. The
additions to capital leases were primarily for a new health laboratory building.

Business-type Activities

Business-type activities increased the State’s net position by $1.2 billion before transfer of $884 million to
governmental activities, for a net increase of $327 million in net position. The increase compares to an increase of $1.2
billion before transfers of $779 million in the prior year. Key elements of this increase are as follows:

e Net position of the Maryland Transportation Authority increased by $340 million compared to an increase of
$167 million in the prior year. Net operating income was $435 million compared to $271 million in the prior
year. Operating revenues increased in 2014 by $187 million (30.3%) from 2013 due to the phased
implementation of the new toll rate structure for cars and commercial vehicles.

o The Unemployment Insurance Program net position decreased by $45 million in 2014. Net position increased
by $139 million in 2013. Operating activities resulted in a deficit of $266 million compared to the prior year’s
operating deficit of $347 million. Charges for services (unemployment taxes) decreased by $240 million
(26.7%) and benefit payments were reduced by $322 million (25.8%). Both the amount of taxes paid by
Maryland employers and the amount of benefits received by the unemployed are products of the economic
climate. Federal payments for extended benefits and other programs decreased by $266 million (57.2%).

2014 Expenses and Program Revenues - Business-Type Activities
(Expressed in Millions)

$3,000

$2,500

$2,000

B Program Expenses
B Program Revenues

$1,500

$1,000

$500

Economic Unemployment Maryland Lottery Maryland Maryland
development - Insurance Program and Gaming Control Transportation Correctional
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e Net assets for the Economic Development Loan Programs increased by $30 million compared to an increase of
$97 million in the prior year. This resulted primarily from activity in the Maryland Water Quality
Administration funds. Transfers in of general obligation bond proceeds to fund capital project expenditures,
$99 million in the prior year, were fully drawn as of June 30, 2013. The contributions received from Federal
grants and the State match decreased by $58 million due to decreased availability. There was a decrease of $34
million in capital grant disbursements.

e Lottery tickets sales were $1.7 billion in 2014, a decrease from $1.8 billion in the prior year. In 2014, MLGCA
oversaw the operation of four casinos with a full year of operations for both video lottery terminals and table
games compared to three casinos with a full year of operations and the opening of a fourth casino. As a result,
gross video lottery terminal and table game revenue was $837 million in 2014, an increase of $226 million
(37.0%) over the prior year. Operating expenses increased by $174 million (11.4%) in 2014. The major reason
for the increase was related to increased commissions paid to casino operators. Transfers to governmental
activities by MLGCA were $942 million in 2014, an increase of $20 million (2.2%) over 2013.

Financial Analysis of the State’s Funds

As of the end of the current fiscal year, the State’s governmental funds reported a combined fund balance of $1.9
billion, a decrease of $177 million from the prior year. The combined fund balance includes a deficit of $1.3 billion in
unassigned for governmental funds, including a deficit of $916 million for the general fund and a deficit of $414 million
for the other governmental funds. The remainder of the fund balance is nonspendable, restricted, or committed based on
the constraints on the specific purposes for which amounts in that fund can be spent. The remainder of the fund balance is
1) unspendable because it is in the form of prepaid items, inventories and long-term loans and notes receivable ($688
million); 2) restricted by outside parties or to pay debt service on general obligation bonds and transportation bonds from
specific taxes ($214 million); or 3) committed to legislated purposes or to liquidate contracts and purchase orders of the
prior period since these amounts do not lapse at year-end but are payable from remaining appropriations from the prior
year ($2.3 billion). Included in committed fund balance is $773 million in the “State Reserve Fund” which is set aside to
meet future financial needs in circumstances that are not expected to occur routinely. By law, the Governor must
appropriate to the State Reserve Fund, the general fund surplus of the second preceding fiscal year that exceeds
$10,000,000.

General Fund

The general fund is the major operating fund of the State. At the end of the current fiscal year, the unassigned fund
balance deficit of the general fund was $916 million, while total fund balance was $1.1 billion. The fund balance of the
State’s general fund decreased by $220 million during 2014, compared to an increase of $282 million for 2013. Revenues
increased by $1.0 billion (4.1%) to $26.5 billion while expenditures increased by $1.5 billion (5.8%) to $27.5 billion.

The increase in total revenue was primarily composed of $772 million from Federal revenue, a 9.4% increase from the
prior year, including $640 million for new medical care provider reimbursement programs under the Patient Protection
and Affordable Care Act. Interest and other investment income increased by $199 million as a result of fewer investments
being called due to more favorable interest rates.

General fund expenditures increased by $1.5 billion. Expenditures for health and mental hygiene increased by $1.2
billion (12.2%), primarily for $795 million for increased Medicaid enrollment as a result of the Affordable Care Act.

Transfers in to the general fund were $1.1 billion this year compared to $1.0 billion for the prior year, consisting
primarily of $942 million and $922 million, respectively, transferred from MLGCA. Transfers out from the general fund
were $402 million this year compared to $160 million for the prior year. This increase was due primarily to an increase of
$109 million to the Maryland Department of Transportation — special revenue fund for a change in the allocation of
corporate income tax revenue to the Department from 9.5% to 19.5%; a transfer of $83 million to supplement revenues of
the general obligation debt service fund, and an increase of $58 million to the capital projects fund from capital
appropriations ($29 million) and transfer taxes ($29 million).
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Special Revenue Fund

The Maryland Department of Transportation special revenue fund accounts for resources used for operation of the
State’s transportation activities, not including debt service and pension activities. The fund balance of the Department’s
special revenue fund was $355 million as of June 30, 2014, an increase of $51 million compared to an increase of $77
million in the prior fiscal year. Revenues increased by $62 million (1.7%), expenditures increased by $306 million
(8.5%), and other sources of financial resources increased by $219 million. The increase in revenues was primarily from
an increase in motor vehicle taxes and fees of $124 million (6.0%) as a result of an increase in motor fuel tax rates
effective July 1, 2013. The increase in expenditures was primarily from an increase in capital outlays. The increase in
other sources of financial resources was substantially due to an increase in bond issues made during the year ($160
million) and the increase in transfers from the general fund referred to above.

Budgetary Highlights

Differences between the original budget and final amended budget, and the final budget and actual expenditures for the
year are summarized as follows. The budgetary schedule may be found in the Required Supplementary Information
Section.

General Fund

Overall, the change between the original and final amended general fund budget was a decrease of $56 million, or .4%.
The variance in Budget and Management, $65 million, is primarily due to the reallocation of general fund appropriations
of $52 million for a 3% Cost of Living Adjustment effective January 1, 2014.

The difference between the final budget, $15.7 billion, and actual expenditures, $15.5 billion, for the general fund was
$188 million, or 1.2%. Of this amount, $44 million was returned to the general fund, and $144 million was encumbered
for future spending. The variance within the Department of Legislative Services ($20 million) was primarily due to
encumbrances for capital items for legislative buildings. The variance for Business and Economic Development ($12
million) was primarily attributable to encumbered funds for the Maryland Stem Cell Research Program, War of 1812
grants and advertising contracts, and biotechnology grants.

Special Fund

Overall, the change between the original and final special fund budget was an increase of $402 million, or 5.0%. The
increase was primarily for transportation capital project adjustments in cash flow and project plans ($281 million); use of
Education Trust Fund revenues for the Aid to Education Foundation program due to revised video lottery terminal
revenue projections ($35 million); and energy assistance programs ($22 million).

The difference between the final budget, $8.5 billion, and actual expenditures, $7.2 billion, was $1.3 billion, or 15.3%.
The variance was primarily due to encumbrances for capital projects such as water quality systems, drinking water
systems and landfill contracts ($532 million) and reversions of transportation capital projects and debt service funds ($244
million).

Federal Fund

The variance between the original and final federal fund budget was an increase of $798 million (7.8%). The primary
increase was to make medical care program provider payments ($430 million) and behavioral health assistance program
expenditures ($28 million) under the Affordable Care Act. In addition, increases related to implementation of and
outreach regarding the new Maryland Health Benefit Exchange were $63 million. In public education, a new grant was
recognized, Partnership for Assessment of Readiness for College and Careers ($91 million). The federal fund variance for
Human Resources recognized additional funding for increased Supplemental Nutrition Assistance Program caseloads ($68
million) and adult assistance payments ($27 million).

The variance between the final federal fund budget, $11.0 billion, and actual expenditures, $9.9 billion, was $1.1 billion
(9.9%). The variance in public education was due to encumbrances of $279 million, including Race to the Top grants
($205 million), and unencumbered balances of $79 million. Transportation and Highways reverted $89 million due to
capital projects that did not use federal funds as quickly as planned, and the Military Department had prior year
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encumbrances of $43 million related to its capital projects. The variance for Human Resources was composed of reduced
federal appropriations of $81 million, primarily for the Medical Assistance and Title I\V-E programs. The federal fund
variance in Housing and Community Development was caused by $62 million in encumbrances and cancelled
appropriations in the homeownership, neighborhood revitalization, and rental housing and rental services programs.

Capital Assets and Debt Administration

Capital assets

At June 30, 2014, the State had invested $26.4 billion (net of accumulated depreciation) in a broad range of capital
assets (see table below). Depreciation expense for the fiscal year totaled $1.3 billion ($1.2 billion for governmental
activities and $125 million for business-type activities). The increase in the State’s investment in capital assets, net of
depreciation expense, for the current fiscal year was $978 million (an increase of $690 million for governmental activities
and an increase of $288 million for business-type activities).

Capital Assets as of June 30,
(Net of Depreciation, Expressed in Millions)

Governmental Business-type
Activities Activities Total
2014 2013 2014 2013 2014 2013
Land and improvements............... $ 3378 $ 3,273 $ 392 $ 387 $ 3,770  $ 3,660
Art and historical treasures............ 22 9 22 9
Structures and improvements......... 3,627 3,675 89 41 3,716 3,716
Equipment........cooviiiiiiie e 864 891 38 54 902 945
Infrastructure................ooeeeinnnes 9,426 9,359 3,586 3,558 13,012 12,917
Construction in progress............. 3,502 2,921 1,441 1,217 4,943 4,138
Total......oooveeiiii $ 20,819 3 20,128 $ 5546 $ 5,257 $ 26,365 $ 25,385

Major capital asset events during the current fiscal year for governmental activities include continued widening and/or
expansion of existing highways and bridges, and various transit, port and motor vehicle administration construction
projects; the preservation of agricultural and open space land through the purchase of easements; veterans cemetery
improvements; additions to art and historical treasure collections in State buildings; improvements to the statewide
telecommunications network including One Maryland broadband wiring and high speed data network wiring; energy
efficiency improvements in State buildings; waterway improvement projects for the oyster recovery program;
improvements to the data warehousing system of the State Comptroller; installation of Statewide public safety radio;
software developments for the Statewide personnel system and Department of Human Resources; construction in progress
for a new laboratory building for the Department of Health and Mental Hygiene; and building improvements at
correctional facilities. Elements of the increases in capital assets of business-type activities include the Inter-County
Connector extension and electronic toll lane projects, which resulted in an increase in infrastructure, and the restoration of
existing facilities.

Additional information on the State’s capital assets can be found in Note 10 of this report.
Long-term debt

The State is empowered by law to authorize, issue and sell general obligation bonds, which are backed by the full faith
and credit of the State. The State also issues dedicated revenue bonds for the Department of Transportation and various
business-type activities. The payment of principal and interest on revenue bonds comes solely from revenues received
from the respective activities. This dedicated revenue debt is not backed by the State’s full faith and credit.

At June 30, 2014, the State had outstanding bonds totaling $16.1 billion. Of this amount, $8.4 billion were general
obligation bonds, backed by the full faith and credit of the State. The remaining $7.7 billion were secured solely by the
specified revenue sources.

www.marylandtaxes.com 21



Outstanding Bond Debt as of June 30,
(Expressed in Millions)

Governmental Business-type
Activities Activities Total
2014 2013 2014 2013 2014 2013
General Obligation Bonds (backed by the State)........... $ 8,362 $ 8,006 $ 8362 $ 8,006
Transportation Bonds (backed by specific revenues)..... 1,813 1,618 1,813 1,618
Revenue bonds (backed by specific revenues).............. $ 5940 $ 6,221 5,940 6,221
Total....ooo $ 10175 $ 9624 $ 5940 $ 6221 $ 16,115 $ 15845

The total increase in bonded debt in the current fiscal year was $270 million ($356 million increase related to general
obligation bonds, $195 million increase related to transportation bonds, and $281 million decrease related to revenue
bonds). The State’s general obligation bonds are rated Aaa by Moody’s and AAA by Standard and Poors and Fitch.
During fiscal year 2014, the State issued general obligation debt totaling $1.2 billion at a premium of $150 million. Of this
amount, $237 million and related premium of $42 million were for refunding bonds. On August 6, 2014 (fiscal year
2015), the State issued general obligation bonds aggregating $500 million for capital improvements and general obligation
refunding bonds in the amount of $650 million.

State law limits the amount of Consolidated Transportation Bonds, dedicated revenue debt that may be outstanding as
of June 30 to the amount authorized in the budget, and this amount may not exceed $4.5 billion. The aggregate principal
amount of these bonds that was authorized to be outstanding as of June 30, 2014, was $2.3 billion. The actual amount in
Consolidated Transportation Bonds outstanding was $1.8 billion.

Additional information on the State’s long-term debt can be found in Note 11 of this report.
Economic Factors and Next Year’s Budget

The forecast of the Maryland economy by the Board of Revenue Estimates is the basis for Maryland’s revenue outlook
and budget growth. Employment growth of .7% and 1.2% is expected in calendar years 2014 and 2015. Additionally,
growth in personal income of 3.3% and 4.0% in 2014 and 2015, respectively, is forecast. The Board also projects an
estimated increase of 3.5% and 4.4% in wages and salaries during calendar years 2014 and 2015, respectively.

The Board estimates revenue growth of 5.1% for fiscal year 2015. Growth in fiscal year 2015 will be driven by
increased personal income tax collections and increased revenue from taxes on internet sales as the result of the opening
of Amazon’s distribution center in Baltimore.

Maryland’s budget is $39.0 billion in fiscal year 2015, a 5% increase over 2014. Key provisions of the budget include:
e Retirement savings of $172 million from capping the reinvestment of pension reform savings at $200 million a
year;
e Employee and retiree health savings of $164 million from cost containment strategies;
e Constraining rate increases for most health/human services providers for spending reductions of $61 million;

e Assigning an additional $69 million in revenue from the transfer tax to the general fund in fiscal year 2015.
Capital projects normally supported with these dollars will be financed with bonds in subsequent years.

e Providing cash reserves of $837 million, including $800 million in the Rainy Day Fund.
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Restatement of Current Year Balances for New Governmental Accounting Standards

In the current fiscal year, the State implemented Statement No. 65 of the Governmental Accounting Standards Board
which requires that certain items that were previously reported as assets and liabilities be reclassified as deferred outflows
of resources or deferred inflows of resources, as those terms are defined in Note 2. It also requires that some items that
were previously reported as assets and liabilities be recognized as expense/expenditure or revenue. The most significant
reclassification was the reclassification of debt issuance costs which should be recognized as an expense in the period
payment is made or accrued not only in governmental funds, but in the government-wide financial statements and the
proprietary fund financial statements that use the economic resources measurement focus and accrual basis of accounting.
As aresult, as of July 1, 2013, deferred issuance costs of $31 million, $43 million and $2 million previously reported for
governmental activities, enterprise funds, and component units, respectively, were immediately expensed.

Subsequent Effect of New Governmental Accounting Standards

Beginning in fiscal year 2015, Statement No. 68 of the Governmental Accounting Standards Board will require changes
to the State’s pension accounting and reporting. The net pension liability (NPL) defined by the pronouncement, similar to
the unfunded actuarial accrued liability disclosed in Note 15 in the financial statements, will be reported as a liability on
the government-wide statement of net position. It is a present value measure of benefits to be provided based on the
employees’ past service, and accordingly, recognizes the entire net pension expense, regardless of when this expense will
be funded. It will replace the net pension obligation (NPO) currently reported as a liability. The NPO is the cumulative
difference between required contributions to the pension plans to meet obligations as they come due and actual
contributions, and therefore, measures the funding obligation only.

For the State Retirement and Pension System, a cost-sharing multiple-employer system, all cost-sharing employers are
required to recognize a liability for their proportionate share of the NPL. In Maryland, the State funds the unfunded
actuarial accrued liability applicable to local teachers’ service, and therefore, it is expected that the State will record the
NPL for the teachers’ plan as a non-employer contributing entity.

For fiscal year 2014, the State’s contribution to the System was $1.6 billion, and the total contribution to the System
was $1.7 billion. The NPL for the System was calculated as $17.7 billion as of June 30, 2014, however, the State’s share
has not been calculated. The State’s NPO reported as of June 30, 2014, was $3.5 billion.

Requests for Information

This financial report is designed to provide a general overview of the State’s finances for all those with an interest in
the State’s finances. Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to the General Accounting Division, Office of the Comptroller, P.O. Box 746,
Annapolis, Maryland, 21404,
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STATE OF MARYLAND
Statement of Net Position

June 30, 2014
(Expressed in Thousands)

Primary Government

Governmental Business-type Component
Activities Activities Total Units
Assets:
Cash ... ..o 479,708 $ 92,950 $ 572,658 $ 169,465
Equity in pooled invested cash........................... 727,246 739,166 1,466,412 1,929,791
Investments. .......... ... ... . 367,489 564,648 932,137 918,702
Endowment investments.................. ... ... 264,877
Foundation investments.................................. 1,156,746
INVENtONIES . .. ... oo 112,998 15,465 128,463 11,633
Prepaid items ............... 575,367 575,367 10,784
Taxes receivable, net.................... ... ... ... ...... 1,369,210 1,369,210
Intergovernmental receivables. .......................... 1,352,353 1,352,353
Tuition contracts receivable.............................. 245,011
Due from primary government........................... 14,742
Due from component units............................... 4,134 4,134
Other accounts receivable................................ 749,579 69,931 819,510 361,453
Loans and notes receivable, net.......................... 18,473 1,013,489 1,031,962 72,568
Investment in direct financing leases..................... 394,257 394,257 163,574
Other assets. ... 6,333 11,097 17,430 38,402
Collateral for lent securities.............................. 184,486 184,486
Restricted assets:
Cash... ... 48,767 1,776,701 1,825,468 120,333
Equity in pooled invested cash...................... 127,729 84,664 212,393
Investments............... ... 30,798 806,587 837,385 15,076
Taxes receivable, net................................ 19,318 19,318
Loans and notes receivable ......................... 1,918 2,271,297 2,273,215
Other accounts receivable........................... 372 307,030 307,402
Capital assets, net of accumulated depreciation:
Land. ... 3,378,398 391,734 3,770,132 193,639
Art and historical treasures.......................... 22,349 22,349
Structures and other improvements................. 3,626,230 89,454 3,715,684 4,795,026
Equipment......... ... 863,980 37,525 901,505 442,442
Infrastructure .................... 9,425,976 3,685,711 13,011,687 218,758
Construction in progress..............coooiiiiee... 3,501,898 1,441,483 4,943,381 582,200
Total capital assets............................ 20,818,831 5,545,907 26,364,738 6,232,065
Totalassets.................ooovviiiiiii. 26,995,108 13,693,189 40,688,297 11,725,222
Deferred outflows of resources............................... 200,029 30,658 230,687 20,382
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Primary Government

Governmental Business-type Component
Activities Activities Total Units
Liabilities:
Bank overdrafts................o $ 9,143 $ 9,143
Salariespayable ................... $ 225,303 225,303 $ 178,519
Vouchers payable..........................o 946,773 946,773
Accounts payable and accrued liabilities................. 2,031,436 407,603 2,439,039 279,260
Internal balances............................ (76,755) 76,755
Due to primary government. .................ooooiii.. 4,134
Due to component units. ... 11,093 11,093
Accounts payable to political subdivisions............... 162,933 162,933
Unearned revenue. ...........ooo oo 246,089 27,724 273,813 205,445
Interestrate SWaps ... 20,569 20,569
Accrued insurance on loan losses........................ 14,332 14,332 2,674
Other liabilities. ........................ 642
Collateral obligations for lent securities.................. 184,486 184,486
Bonds and notes payable:
Due withinoneyear................................ 810,783 276,172 1,086,955 130,454
Due inmorethanoneyear.......................... 10,394,145 5,663,549 16,057,694 1,466,386
Other noncurrent liabilities:
Due withinoneyear................................ 417,270 45,485 462,755 227,632
Due inmorethanoneyear.......................... 9,349,111 86,701 9,435,812 919,324
Total liabilities................................ 24,702,667 6,628,033 31,330,700 3,414,470
Deferred inflows of resources. ................................ 52,078 32,635 84,713 362,356
Net Position:
Net investment in capital assets.......................... 14,312,895 2,780,663 17,093,558 4,533,413
Restricted for:
Debt Service. ... 207,499 168,611 376,110 7,462
Capital improvements. .....................oo. 7,922 7,922 9,245
Higher education-nonexpendable.................... 747,059
Higher education-expendable....................... 573,641
Unemployment compensation benefits.............. 1,110,871 1,110,871
Loan programs. ... 701,973 701,973 71,323
Insurance programs ..o, 84,664 84,664
Other......... 6,501 6,501
Unrestricted (deficit).....................o (12,086,503) 2,208,475 (9,878,028) 2,026,635
Total net position.............................. $ 2,440,392 $ 7,063,179 $ 9,503,571 $ 7,968,778

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
Balance Sheet
Governmental Funds

June 30, 2014
(Expressed in Thousands)

Special Revenue

Maryland Other Total
Department of Governmental Governmental
General Transportation Funds Funds
Assets:
Cash ... .o $ 479,708 $ 479,708
Equity in pooled invested cash........................ 443,632 $ 257,909 $ 25,705 727,246
Investments.......... ... .. . 367,489 367,489
Prepaid items ... 449,860 107,891 557,751
Taxes receivable, net.................................. 1,246,888 122,322 1,369,210
Intergovernmental receivables ........................ 1,056,178 292,166 1,348,344
Other accounts receivable. ............................ 703,574 46,005 749,579
Due fromotherfunds ................................. 79,465 140,781 1,633 221,779
Due from component units............................ 4,134 4,134
INVeNtOries. ... ... 28,018 84,980 112,998
Loans and notes receivable, net....................... 18,473 18,473
Collateral for lent securities........................... 184,486 184,486
Restricted assets:
Cash.........o 12,384 12,384
Cash with fiscalagent.............................. 36,383 36,383
Equity in pooled invested cash ..................... 127,729 127,729
Investments . .............. ... 9,019 21,779 30,798
Taxes receivable, net............................... 19,318 19,318
Other accounts receivable .......................... 372 372
Loans and notes receivable, net..................... 1,918 1,918
Total @ssets ............coooeiiiii $ 4,703,435 $ 1,064,438 $ 602,226 $ 6,370,099
Liabilities:
Salaries payable....................o $ 194,859 $ 30,444 $ 225,303
Vouchers payable.................... 765,462 102,993 $ 78,320 946,775
Accounts payable and accrued liabilities.............. 944,181 349,928 29,536 1,323,645
Duetootherfunds......................... ... 649,997 6,127 38,900 695,024
Due to component units. ... 11,093 11,093
Accounts payable to political subdivisions............ 78,911 50,824 33,198 162,933
Unearned reVenUEe. . ...........coovieiniie. .. 94,274 49,373 143,647
Accrued self-insurance costs.......................... 122,586 122,586
Collateral obligations for lent securities............... 184,486 184,486
Total liabilities................................... 3,045,849 589,689 179,954 3,815,492
Deferred inflows of resources ........................... 518,261 119,610 637,871
Fund balances:
Nonspendable. ......................... 495,542 192,871 688,413
Restricted............. ... 6,501 207,499 214,000
Committed.................. ... 1,553,584 162,268 628,816 2,344,668
Unassigned ................... (916,302) (414,043) (1,330,345)
Total fund balances.............................. 1,139,325 355,139 422,272 1,916,736
Total liabilities, deferred inflows of resources
and fund balances ............ $ 4,703,435 $ 1,064,438 $ 602,226 $ 6,370,099

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
Reconciliation of the Governmental Funds' Fund Balance
to the Statement of Net Position, Net Position Balance
June 30, 2014
(Expressed in Thousands)

Amounts reported for governmental activities in the Statement of Net Assets (pages 26-27)
differ from the amounts for the governmental funds' fund balances because of:

Amount in governmental funds, fund balance (page 30)........ ... $ 1,916,736
Capital assets used in governmental activities are not financial resources

and, therefore, are not reported inthe fUNAS. .. ... .. 20,818,831
Taxes and other receivables that will not be available to pay for current period

expenditures and, therefore, are deferred inthe funds............ ... .. 637,871
Accrued interest payable on bonds and capital leases are not liquidated

with current financial resources in the governmental funds ............. ... ... (260,234)
Other long-term assets not available to pay for current period expenditures ..., 27,958
Deferred outflows of resources not recognized as current period expenditures. ...................coooviieiiiii. 200,029

Deferred inflows of resources not recognized as current Period reVENUES. ... .......ovie it (52,077)
Long-term liabilities are not due and payable in the current period
and, therefore are not reported in the funds:

General Obligation BONGS . .. ... ... (8,362,347)
Premiums to be amortized over the lifeof the debt................... (893,743)
Transportation BONGS. . . ... ... o oo (1,812,670)
Premiums to be amortized over the life of the debt................. (136,167)
Accrued Self-INSUraNCe COSES. . . . ... o i (233,360)
Accrued annual [aVE. . . ... (392,121)
Pension Habilities. . . .. ..o (3,530,441)
Other post-employment benefits liability ... (4,231,742)
Pollution remediation. . . ... ..o (170,864)
Obligation under capital I8aSES . . ... ... o oo (915,393)
Obligations under capital leases with COMPONENt UNITS . ....... ..o (163,575)
Agricultural land preservation installment obligations............ ... ... (6,299)
Net Position of governmental activities (pages 26 and 27) ... ... i $ 2,440,392

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
Statement of Revenues, Expenditures, and Changes in Fund Balances,

Governmental Funds

For the Year Ended June 30, 2014
(Expressed in Thousands)

Special Revenue

Maryland Other Total
Department of Governmental Governmental
General Transportation Funds Funds
Revenues:
INCOME tAXES. . . ..o $ 8,743,986 $ 8,743,986
Sales and USe taXes. .. ..o 4,196,314 4,196,314
Motor vehicle taxes .. ...........oo i $ 2,196,805 2,196,805
TobacCo taxes . ... 402,403 402,403
Insurance company taxes ...........ooooiiiiiiiii 475,294 475,294
Property taxes ... 249,105 $ 723,842 972,947
Estate & inheritance taxes .................o i 238,276 238,276
Other taxes . ... 313,474 313,474
Other licensesand fees ... 607,785 607,785
Charges for services ... 1,740,718 563,587 2,304,305
Interest and other investmentincome.......................... 106,866 2,154 1,587 110,607
Federal revenue. ... ... oo 8,983,031 902,719 11,464 9,897,214
Other ... 396,472 12,534 3,176 412,182
Total revenuUeS. ............o i 26,453,724 3,677,799 740,069 30,871,592
Expenditures:
Current:
General government................oooiiiiii 831,505 831,505
Health and mental hygiene................................. 11,160,187 11,160,187
Education.......... .. .. .. 7,256,576 338,094 7,594,670
Aid to higher education............................... 1,750,919 291,256 2,042,175
HUmMan resources . ... 2,542,075 2,542,075
Publicsafety.................oo 1,888,200 1,888,200
Transportation.................oo 1,793,001 1,793,001
Judicial ... 638,115 638,115
Labor, licensing and regulation............................ 319,814 319,814
Natural resources and recreation........................... 186,486 186,486
Housing and community development..................... 292,494 292,494
Environment. ... 96,901 96,901
Agriculture ... 87,110 87,110
Business and economic development...................... 103,253 103,253
Intergovermental grants and revenue sharing.................. 355,307 649,443 185,727 1,190,477
Capital outlays...............cooo 1,471,040 127,418 1,598,458
Debt service:
Principal retirement.................. ... 744,599 744,599
Interest. . ... . 434,811 434,811
Bond issuance CostS ....... ... 631 609 3,596 4,836
Total expenditures. ... 27,509,573 3,914,093 2,125,501 33,549,167
Excess (Deficiency) of revenues over (under)
expenditures. ... (1,055,849) (236,294) (1,385,432) (2,677,575)
Other financing sources (uses):
Capital 1eases. . ... ... 167,717 2,519 170,236
Bondsissued .............. 325,000 979,552 1,304,552
Refunding bonds issued ... 236,852 236,852
Bond premium. ... 20,568 163,185 183,753
Payments to refunded bond escrow agent...................... (278,876) (278,876)
Transfers in. . ... 1,069,971 210,282 379,407 1,659,660
Transfers OUt. .. ... oo (401,750) (270,669) (103,051) (775,470)
Total other sources (uses) of financial resources. ...... 835,938 287,700 1,377,069 2,500,707
Net changes in fund balances. ...................... (219,911) 51,406 (8,363) (176,868)
Fund balances, beginning of theyear .............................. 1,359,236 303,733 430,635 2,093,604
Fund balances, end of theyear..................................... $ 1,139,325 $ 355,139 $ 422,272 $ 1,916,736

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund
Balances of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2014
(Expressed in Thousands)

Amounts reported for governmental activities in the Statement of Activities (pages 28-29) are
different from the amounts reported in the Statement of Revenues, Expenditures,
and Changes in Fund Balances, Governmental Funds because of the following:
Net change in fund balances - total governmental funds (page 32)..............oooi it $ (176,868)
Governmental funds report capital outlays as expenditures. However in the Statement of
Activities, the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount by which capital outlays exceed
depreciation in the current period.
Capital OULIAYS . ... . o $ 1,861,904
DEPreCiation EXPENSE. . ... i et (1,155,152) 706,752
The net effect of various miscellaneous transactions involving capital assets
(i.e., sales, trade-ins, and donations) is to decrease net position.
Net loss on disposals and trade-ins ......... .. ... (16,396)
Revenues in the Statement of Activities that do not provide current financial resources are
not reported as revenues in the governmental funds:
Deferred inflows of resources for taxes are recognized

net of revenue already recognized inthe prioryear.................. i 65,777
Deferred inflows of resources for other revenues are recognized,
net of revenue already recognized inthe prioryear.................. i (9,564)
Revenues from other assets are recognized,
net of revenue already recognized inthe prioryear.................. i (4,632) 51,581

The issuance of long term debt (e.g. bonds, leases) provides current financial resources to
governmental funds, while the repayment of the principal of long term debt consumes
current financial resources of governmental funds. Neither transaction, however, has any
effect on net position. Also, the governmental funds report the effect of premiums,
discounts and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the Statement of Activities. This amount is the net
effect of these differences in the treatment of long term debt and related items.

Debt issued, General Obligation BONdS . ......... ... (968,716)
Debt issued, Transportation BONGS ... ... ..o o (325,000)
Capital 1ease fiNANCING . .. .. ..o oo (170,236)
Premiums, discounts and deferred outflows of resources on refundings............................n. (68,353)
Principal repayments:
General Obligation BONAS . ... ... . o 613,979
Transportation BONGS. . . ... ..o 130,620
CaPItaAl IBASES . . .. 44,367 (743,339)

Some expenses reported in the Statement of Activities (net of expenses already recognized
in the prior year) do not require the use of current financial resources and, therefore,
are not reported as expenditures in the governmental funds:

ACCIUB INMEBIESE. . . e (7,171)

ComPeNSated @DSEINCES. . . ... e (43,095)

Sl -INSUIANCE. . .. (5,296)

Net pension Obligation . ... ... (597,972)

Other post-employment benefits liability............. . (223,741)

Pollution remediation labilities . . ... ... 3,098

Agricultural Land Preservation obligations. ............. ... (6,299) (880,476)
Change in net position of governmental activities (page 29) ... ... ..o $ (1,058,746)

The accompanying notes to the financial statements are an integral part of this financial statement.

www.marylandtaxes.com 33



34 www.marylandtaxes.com



STATE OF MARYLAND
ENTERPRISE FUND FINANCIAL STATEMENTS

Major Funds

Economic Development Loan Programs

This fund includes the direct loan programs of the Maryland Departments of Housing and Community Development,
Business and Economic Development and Environment.

Unemployment Insurance Program

This fund reflects the transactions, assets, liabilities and net position of the Unemployment Insurance Program and is
used to account for the unemployment assessments collected from employers, Federal revenue received and remittance
of benefits to the unemployed.

Maryland Lottery and Gaming Control Agency

This fund accounts for the operation of the State Lottery and the regulation of the operation of the Video Lottery
Terminal and table game casinos.

Maryland Transportation Authority

This fund accounts for the activity of the Maryland Transportation Authority, which is responsible for the operation and
maintenance of toll roads, bridges and tunnels in the State.

Non-major Funds

Other Enterprise Funds

Individual non-major enterprise funds are presented in the combining section following the footnotes.
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STATE OF MARYLAND
Statement of Fund Net Position
Enterprise Funds
June 30, 2014
(Expressed in Thousands)

Economic Maryland
Development Unemployment Lottery and Maryland Other
Loan Insurance  Gaming Control Transportation Enterprise
Programs Program Agency Authority Funds Total
Assets-
Current assets:
Cash.. ... $ 2,524 % 90,426 $ 92,950
Equity in pooled invested cash.................... $ 621,934 99,783 $ 17,449 739,166
Investments. ... 3,223 486,630 489,853
Other accounts receivable ......................... 12,094 30,612 23,450 3,775 69,931
Due fromother funds.............................. 65,415 $ 2,507 3,684 71,606
Inventories. ... 5,206 10,259 15,465
Loans and notes receivable, net.................... 43,712 182 43,894
Investment in direct financing leases. ............. 25,299 25,299
Other assets. . ... 54 1,110 543 1,707
Current restricted assets:
Cash. ... 507,590 2,069 46,569 247,582 803,810
Cash on deposit with U.S. Treasury.............. 972,891 972,891
Equity in pooled invested cash................... 84,664 84,664
Investments. .............. ... i 111,534 10,800 122,334
Loans and notes receivable, net.................. 104,397 104,397
Other accounts receivable........................ 120,324 186,701 307,025
Total currentassets............................ 1,590,223 1,164,168 190,342 883,387 116,872 3,944,992
Non-current assets:
Investments.................. .. i 72,811 1,984 74,795
Loans and notes receivable, net.................... 969,425 170 969,595
Investment in direct financing leases .............. 368,958 368,958
Other assets. ..o 9,390 9,390
Restricted non-current assets:
Investments................... ... 445,023 36,251 202,979 684,253
Loans and notes receivable, net.................. 2,166,900 2,166,900
Other accounts receivable ....................... 5 5
Capital assets, net of accumulated depreciation:
Land...........o 391,734 391,734
Structures and improvements ...................... 86,684 2,770 89,454
Equipment. ... 36 10,526 22,822 4,141 37,525
Infrastructure .................. .. ... ... ... 3,585,690 21 3,585,711
Construction in progress. ................oooiei... 1,441,483 1,441,483
Total non-currentassets....................... 3,654,200 46,777 6,109,740 9,086 9,819,803
Totalassets ..., 5,244,423 1,164,168 237,119 6,993,127 125,958 13,764,795
Deferred outflows of resources...................... 20,569 10,089 30,658
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Economic Maryland
Development Unemployment  Lottery and Maryland Other

Loan Insurance  Gaming Control Transportation Enterprise
Programs Program Agency Authority Funds Total
Liabilities-
Current liabilities:
Bank overdrafts.................................. $ 9,143 $ 9,143
Accounts payable and accrued liabilities. ........ $ 83,411 44,154 $ 89,827 $ 187916 $ 2,295 407,603
Duetootherfunds............................... 438 76,584 71,339 148,361
Accrued insurance on loan losses................ 1,873 12,459 14,332
Other liabilities.................................. 9,807 20,400 13,995 1,283 45,485
Unearned revenue. ... .. 23 2,480 23,488 1,733 27,724
Revenue bonds and notes payable — current. .. ... 157,997 118,175 276,172
Total current liabilities....................... 253,549 53,297 189,291 414,913 17,770 928,820
Non-current liabilities:
Interestrate sSwaps ... 20,569 20,569
Other liabilities.................................. 21,446 39,648 22,893 2,714 86,701
Revenue bonds and notes payable................ 2,539,193 3,124,356 5,663,549
Total non-current liabilities .................. 2,581,208 39,648 3,147,249 2,714 5,770,819
Total liabilities.............................. 2,834,757 53,297 228,939 3,562,162 20,484 6,699,639
Deferred inflows of resources ....................... 32,635 32,635
Net Position-
Net investment in capital assets.................. 36 (6,955) 2,780,650 6,932 2,780,663
Restricted for:
Debtservice................ . 168,611 168,611
Capital improvements.......................... 7,922 7,922
Unemployment compensation benefits......... 1,110,871 1,110,871
Loan programs. ............coovviiiiiiiiiiiiai 701,973 701,973
Insurance programs...............cooeiiiiian. 84,664 84,664
Unrestricted. ... 1,728,226 15,135 451,236 13,878 2,208,475
Total net position............................ $ 2,430,235 $ 1110871 $ 8,180 $ 3,408,419 $ 105474 $ 7,063,179

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND
Statement of Revenues, Expenses and Changes in Fund Net Position
Enterprise Funds
For the Year Ended June 30, 2014
(Expressed in Thousands)

Economic Maryland
Development Unemployment  Lottery and Maryland Other
Loan Insurance  Gaming Control Transportation  Enterprise
Programs Program Agency Authority Funds Total

Operating revenues:
Lottery ticketsales.................................. $ 1,723,991 $ 1,723,991
Charges for servicesand sales....................... $ 139,043 $ 658,998 837,285 $ 802,030 $ 54,905 2,492,261
Loan and grant recoveries. .......................... 1,305 1,305
Unrestricted interest on loan income................ 16,679 523 17,202
Restricted interest on loan income .................. 113,045 113,045
Other..... ... 9,555 84,684 2,612 61 96,912
Total operating revenues .......................... 279,627 658,998 2,645,960 804,642 55,489 4,444,716

Operating expenses:
Prizesand claims.................................... 1,022,034 1,022,034
Commissions and bonuses .......................... 528,337 528,337
Cost of salesand services........................... 28,712 41,172 69,884
Operation and maintenance of facilities............. 224,004 224,004
General and administrative.......................... 49,581 106,192 35,191 12,038 203,002
Benefit payments ... 925,005 925,005
Capital grant distributions. .......................... 178,472 178,472
Depreciation and amortization...................... 4 13,301 110,085 1,259 124,649
Provision for insurance on loan losses .............. 35,067 821 35,888
Other.... ... 36,175 36,175
Total operating exXpenses. .......................... 299,299 925,005 1,698,576 369,280 55,290 3,347,450
Operating income (10SS).......................... (19,672) (266,007) 947,384 435,362 199 1,097,266

Non-operating revenues (expenses):
Unrestricted interest and other investment income .. 832 3,340 4,172
Restricted interest and other investment income . ... 33,808 22,079 (1,877) 1,436 879 56,325
INterest eXPense. . .......oooviiviiiei e (107,389) (567) (91,668) (199,624)
Federal grants and distributions..................... 44 597 199,283 243,880
Other.... ... 17,947 (8,658) (11) 9,278
Total non-operating revenues (expenses)........... (10,205) 221,362 (2,444) (95,550) 868 114,031
Income (loss) before capital contributions

andtransfers ... (29,877) (44,645) 944,940 339,812 1,067 1,211,297
Capital contributions.................................. 534 534
Transfers in. ... 60,630 60,630
Transfersout................ i (512) (941,738) (2,570) (944,820)
Change in net position ............................. 30,241 (44,645) 3,202 339,812 (969) 327,641
Total net position — beginning, as restated ............ 2,399,994 1,155,516 4,978 3,068,607 106,443 6,735,538
Total net position—ending........................... $ 2,430,235 $ 1,110871 $ 8,180 $ 3,408,419 $ 105474 $ 7,063,179

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND
Statement of Cash Flows

Enterprise Funds
For the Year Ended June 30, 2014
(Expressed in Thousands)

Economic

Development Unemployment

Maryland

Lottery and

Maryland

Other

Loan Insurance  Gaming Control Transportation Enterprise
Programs Programs Agency Authority Funds Total
Cash flows from operating activities:
Receipts from customers............................. $ 491,836 $ 700,414 $ 2,629,020 $ 798,574 $ 55696 $ 4,675,540
Payments to suppliers...................coooii (2,237) (116,111) (106,192) (34,161) (258,701)
Payments to employees. ..., (17,314) (19,720) (132,802) (18,396) (188,232)
Program loan disbursements......................... (270,731) (270,731)
Otherreceipts. ... 141,221 87,405 7,550 236,176
Other payments. ..., (252,485) (943,782) (531,414) (48,177) (9,228) (1,785,086)
Lottery prize payments ... (1,022,642) (1,022,642)
Net cash from operating activities................ 90,290 (243,368) 939,133 598,808 1,461 1,386,324
Cash flows from non-capital financing activities:
Proceeds from the sale of revenue bonds............. 399,267 399,267
Paymentonrevenue bonds .......................... (551,502) (33,960) (585,462)
Interest payments. ... (115,465) (21,901) (137,366)
Proceeds from InvestMD tax credits................. 27,480 27,480
Proceeds fromloans................................. 9,143 9,143
Transfers in............ 46,892 46,892
Transfersout................... (512) (939,654) (2,570) (942,736)
GrantS ..o 54,116 199,283 253,399
Lottery installment payments........................ (13,844) (13,844)
Net cash from non-capital financing activities. . .. (139,724) 208,426 (953,498) (55,861) (2,570) (943,227)
Cash flows from capital and related financing
activities:
Capital contributed .................................. 534 534
Principal paid on notes payable and revenue bonds. .. (90,330) (90,330)
Interest payments......................ooo (567) (99,316) (99,883)
Proceeds from sales of capital assets................. 1,341 454 1,795
Acquisition of capital assets ......................... (25) (421,812) (1,811) (423,648)
Payment of capital lease obligations................. (13,543) (13,543)
Net cash provided from capital & related
financing activities.................. (25) (14,110) (610,117) (823) (625,075)
Cash flows from investing activities:
Purchase of investments............................. (320,987) (726) (610,166) (931,879)
Proceeds from maturity and sale of investments . ... 440,635 13,844 721,362 1,175,841
Interest on investments ... 17,667 22,078 5,402 879 46,026
Net cash provided by investing activities. ... ... 137,315 22,078 13,118 116,598 879 289,988
Net change in cash and cash equivalents 87,856 (12,864) (15,357) 49,428 (1,053) 108,010
Balance - beginning of theyear ............. 1,041,668 987,824 164,233 288,580 103,166 2,585,471
Balance -endof theyear.................... 974,960 $ 148,876 $ 338,008 $ 102,113 $ 2,693,481

$1,129,524 %

www.marylandtaxes.com 39



STATE OF MARYLAND
Statement of Cash Flows
Enterprise Funds
For the Year Ended June 30, 2014

(Continued)
(Expressed in Thousands)

Economic Maryland
Development Unemployment  Lottery and Maryland Other
Loan Insurance  Gaming Control Transportation Enterprise
Programs Programs Agency Authority Funds Total
Reconciliation of operating income (loss) to net cash
from operating activities:
Operating income (10SS).......................... $ (19,672) $  (266,007) $ 947,384 $ 435,362 $ 199 $ 1,097,266
Adjustments to reconcile operating income (loss)
to net cash from operating activities:
Depreciation and amortization................. 4 13,301 110,085 1,259 124,649
Deferred prize payment........................ 726 726
Effect of changes in assets and liabilities:
Other accounts receivable ..................... (9,731) 41,651 14,139 (4,608) 1,014 42,465
Due from other funds.......................... (2,313) (236) 753 373 (1,423)
Inventories ... (18) 204 186
Loans and notes receivable .................... 88,776 4,787 26 93,589
Otherassets.............coooviiiiiiiiiiiiinn. (20) 203 2,296 2,489
Investments. ... 350 350
Accounts payable and accrued liabilities. . .. ... 5,961 (18,776) (36,953) 15,773 (1,491) (35,486)
Duetootherfunds............................. (2,497) 1,062 (1,435)
Accrued insurance on loan losses.............. 24,618 (2,228) 22,390
Other liabilities................................ 4,789 429 4,243 57 9,518
Deferred inflows of resources. ................. 29,635 29,635
Unearnedrevenue ............................. 5 117 1,531 (248) 1,405
Total adjustments............................. 109,962 22,639 (8,251) 163,446 1,262 289,058
Net cash provided (used) by operating activities . . . .. $ 90,290 $  (243,368) $ 939,133 $ 598,808 $ 1,461 $ 1,386,324
Noncash transactions (amounts expressed in thousands):
Unrealized gain(loss) on investments................... $ 3,794 $ (1,877)
Accreted bond interest. ... $ 353
Capitalized interest added to loans receivable. ......... 42
Loans converted to investments......................... 2,531
Additions to capital assets............................... 29,721

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND
Statement of Fiduciary Net Position
Fiduciary Funds
June 30, 2014
(Expressed in Thousands)

Postretirement
Pension and Other  Investment Health
Employee Benefits Trust Benefits Agency
Trust Funds Fund Trust Fund Funds
Assets:
CaSN L $ 2,064,158 $ 5 % 71,944
Equity in pooled invested cash ...................... 2,560 968,869
Investments:
U.S. Treasury and agency obligations ......................oooiii .. 2,686,426 $ 2,123,851 25,839
Repurchase agreements . ... 247,619
BONOS. .o 5,387,182 38,256
Corporate equity SECUMLIES ... ..ot 13,128,321 179,558
Commercial Paper. ... ..o 282,331
Mortgage related securities................... 1,935,662
Mutual fund . ... 4,263,315 468,305
Guaranteed investment contracts ... 797,323
Real estate . ... ... ... 2,340,852 27,940
ANNUIty CONLraCts. . ... 90,369
Private equity. ... ... 3,184,976
Commingled funds ... 10,909,184
Securities lent with cash collateral. ....................................... 2,434,347
Total iNnvestments .. .. .. ... 47,157,957 3,122,106 271,593
Taxes receivable, net. ... .. ... 180,929
Intergovernmental receivables................. .. 116
Otherreceivables. ... .. ... . 892,679 386
Accounts receivable from state treasury ... 550,000
Collateral for lent SecUrities. ........... ... 2,490,916
Total @SSELS. . ..o 52,608,270 3,122,492 271,598 1,771,858
Liabilities:
Accounts payable and accrued liabilities.................................... 1,346,341 204 146,092
Accounts payable to political subdivisions............................ 1,625,766
Collateral obligation for lent securities............................... 2,490,916
Total liabilities. ............ ... ... 3,837,257 204 1,771,858
Net position:
Held in trust for:
Pension benefits. ... .. ... 45,563,680
Deferred compensation benefits. ... 3,207,333
Local Government Investment Pool participants......................... 3,122,288
Postretirement health benefits ........................................... 271,598
Total net position............. ... ... . .. $ 48,771,013 $ 3,122,288 $ 271598 $ -

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
Statement of Changes in Fiduciary Net Position
Fiduciary Funds
For the Year Ended June 30, 2014
(Expressed in Thousands)

Postretirement
Pension and Other Health
Employee Benefits Investment Benefits
Trust Funds Trust Fund Trust Fund
Additions:
Contributions:
EMPIOYers. . ... $ 1,058,468 $ 402,794
MEMDEBIS ... 870,985 $ 5,869,926
SPONSOTS . et 714,974
Total contributions.................... ... ... 2,644,427 5,869,926 402,794
Investment earnings:
Net increase in fair value of investments............ 4,666,857 40,471
INterest. . ..o 629,998 2,704 109
Dividends. ... 1,259,615
Total investmentearnings...................coooiiiiiiii.... 6,556,470 2,704 40,580
Less: investment eXPense. . ........oovveiiiiee e 329,599 876 121
Net investment earnings. ..., 6,226,871 1,828 40,459
Total additions...........................oooo 8,871,298 5,871,754 443,253
Deductions:
Benefit payments. ... 3,337,226 402,794
Distributions to participants. ... 1,827
Redemptions (unit transactions at $1.00 per unit)................. 5,571,876
Refunds. ... .. 42,922
Administrative eXpenses ... ... 32,361
Total deductions. ... 3,412,509 5,573,703 402,794
Change in net position......................oooiiii. 5,458,789 298,051 40,459
Net position - beginning................... i 43,312,224 2,824,237 231,139
Net position - ending..........................c..c i $ 48,771,013 $ 3,122,288 $ 271,598

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
COMPONENT UNIT FINANCIAL STATEMENTS

Major Component Units

Higher Education

Higher education consists of the University System of Maryland, Morgan State University, St. Mary’s College of
Maryland, and Baltimore City Community College and certain of their foundations. Because the universities and colleges
are similar in nature and function, they have been combined and presented as a single component unit. The financial
information for certain foundations affiliated with the universities and colleges has not been included in this fund in
accordance with GASB Statement No. 14 as amended by GASB Statement No. 39.

Maryland Prepaid College Trust

The Maryland Prepaid College Trust is a program of the College Savings Plans of Maryland and directed by the Board to
provide a means for payment of the cost of tuition and mandatory fees in advance of enrollment at eligible institutions of
higher education.

Non-major Component Units

Other Component Units

Non-major component units are presented individually in the combining section following the footnotes.
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STATE OF MARYLAND
Combining Statement of Net Position
Component Units

June 30, 2014
(Expressed in Thousands)

Maryland Other
Higher Prepaid College Component
Education Trust Units Total
Assets:
Cash. ..o $ 87,198 $ 28,888 $ 53,379 $ 169,465
Equity in pooled invested cash............................ 1,865,359 234 64,198 1,929,791
Investments. ............. . 8,115 895,290 15,297 918,702
Endowment investments. ...................... . 264,877 264,877
Foundation investments ................................... 1,156,746 1,156,746
Tuition contracts receivable ............................... 67,273 177,738 245,011
Other accountsreceivable ................................. 332,945 1,684 26,824 361,453
Due from primary government............................ 14,742 14,742
INVENtOrieS .. .. ... 11,633 11,633
Prepaiditems...................o 10,784 10,784
Loans and notes receivable, net............................ 67,494 5,074 72,568
Investments in direct financing leases ..................... 163,574 163,574
Other assets. ..........cooviiii 31,609 6,793 38,402
Restricted assets:
Cash. ... 120,157 176 120,333
Investments .............. 4,743 10,333 15,076
Capital assets (net of accumulated depreciation):
Land ... 185,806 7,833 193,639
Structures and improvements. ... 4,643,274 151,752 4,795,026
Infrastructure. ............ .. ... ... 218,518 240 218,758
Equipment ... 424,977 62 17,403 442,442
Construction in Progress .........ooooveeiieiiiiiiia 581,081 1,119 582,200
Total @ssets. ..o 10,082,589 1,103,896 538,737 11,725,222
Deferred outflows of resources............................. 20,382 20,382
Liabilities:
Salariespayable .......... ... 178,519 178,519
Accounts payable and accrued liabilities.................. 217,551 5,393 56,316 279,260
Due to primary government ........................oo 734 3,400 4,134
Unearned reVeNUE . ...........ooiii 187,182 14,458 3,805 205,445
Accrued insurance on loanlosses.......................... 2,674 2,674
Other liabilities.....................o 411 231 642
Bonds and notes payable:
Due withinoneyear. ..., 94,079 36,375 130,454
Dueinmorethanoneyear.............................. 1,277,429 188,957 1,466,386
Other noncurrent liabilities:
Due withinoneyear. ..., 109,343 79,579 38,710 227,632
Dueinmorethanoneyear...........................o... 209,068 677,160 33,096 919,324
Total liabilities..................................... 2,274,316 776,590 363,564 3,414,470
Deferred inflows of resources: .............................. 362,356 362,356

44 www.marylandtaxes.com



Maryland Other
Higher Prepaid College Component
Education Trust Units Total
Net position:
Net investment in capital assets ........................... $ 4,418,821 $ 62 $ 114,530 4,533,413
Restricted:
Debt SerVICe. ... .. o 2,838 2,838
Capital improvements and deposits...................... 2,577 840 3,417
Nonexpendable:
Scholarships and fellowships. ....................... 324,891 324,891
Research.............. .. . 10,164 10,164
Other. ... 412,004 412,004
Expendable:
Debt Service.............. 4,624 4,624
Capital projects. ... 5,828 5,828
Loans and notes receivable.......................... 71,323 71,323
Scholarships and fellowships........................ 159,067 159,067
Research.............. .. . 110,390 110,390
Other. ... 304,184 304,184
unrestricted. ... 1,645,003 324,667 56,965 2,026,635
Total net position............ooooiiiiiiii $ 7,466,299 $ 327,306 $ 175,173 7,968,778

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
Combining Statement of Activities
Component Units

For the Year Ended June 30, 2014
(Expressed in Thousands)

Maryland Other
Higher Prepaid College Component
Education Trust Units Total
Expenses:
General and administrative.............................. $ 2,497 $ 25,610 $ 28,107
Operation and maintenance of facilities................. $ 375,262 125,450 500,712
Provision for insurance on loan losses, net.............. 85 85
INStruction. ............. i 1,278,622 1,278,622
Research ... 951,285 951,285
Publicservice ................... 154,561 154,561
Academic SUPPOrt. . ... 454,964 454,964
Student Services. ...........oooiiiii 230,866 230,866
Institutional support....................oooi 472,273 472,273
Scholarships and fellowships............................ 122,585 122,585
Tuitionbenefits........................ 61,034 61,034
Auxiliary. ... 574,366 574,366
Hospitals. ...............o 179,792 179,792
Interest on long-termdebt............................... 50,195 10,118 60,313
Depreciation and amortization.......................... 46 21,631 21,677
Foundation eXpenses. ... 80,261 80,261
Other. .. ..o 50 11 33,476 33,537
Total eXPeNSES ... ..o 4,925,082 63,588 216,370 5,205,040
Program revenues:
Charges for services:
Student tuition and fees
(net of $288,968 in allowances).................. 1,238,979 1,238,979
Auxiliary enterprises
(net of $35,156 in allowances)................... 631,358 631,358
Other......... . 372,218 57,153 160,214 589,585
Total charges for services.................... 2,242 555 57,153 160,214 2,459,922
Operating grants and contributions...................... 1,397,319 58,778 1,456,097
Capital grants and contributions......................... 219,165 219,165
Total program revenues............................. 3,859,039 57,153 218,992 4,135,184
Net program revenue (EXpense).................. (1,066,043) (6,435) 2,622 (1,069,856)
General revenues:
Grants and contributions not restricted
to specific programs. ... 1,269,287 1,269,287
Unrestricted investment earnings........................ 73,917 141,848 717 216,482
Additions to permanent endowments. ...................... 41,331 41,331
Total general revenues and
additions to permanent endowments........... 1,384,535 141,848 717 1,527,100
Change in net position. ...................... 318,492 135,413 3,339 457,244
Net position - beginning of the year, as restated............. 7,147,807 191,893 171,834 7,511,534
Net position - end of theyear................................ $ 7,466,299 $ 327,306 $ 175,173 $ 7,968,778

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND

Notes to the Financial Statements
For the Year Ended June 30, 2014

1. Summary of Significant Accounting Policies:
A. Reporting Entity

The accompanying financial statements include the various departments, agencies, and other organizational units governed
by the General Assembly and/or Constitutional Officers of the State of Maryland (State).

As required by accounting principles generally accepted in the United States of America (GAAP), these financial statements
present the state government (primary government) and its component units (entities for which the State is considered to be
financially accountable). The Governmental Accounting Standards Board (GASB) has set forth criteria to be considered in
determining financial accountability. These criteria include the State appointing a voting majority of an organization’s
governing body and (1) the ability of the State to impose its will on that organization, or (2) the potential for the organization to
provide specific financial benefits to, or impose specific financial burdens on, the State.

Discrete Component Units

The discretely presented component units are those entities which are legally separate from the State, but are financially
accountable to the State, or whose relationships with the State are such that exclusion would cause the State’s financial
statements to be misleading or incomplete. The Component Units column of the government-wide financial statements includes
the financial data of the following major component units. Individual statements are presented for each component unit.

Higher Education (Proprietary Fund Type) — Higher Education consists of the University System of Maryland,
Morgan State University, St. Mary’s College of Maryland and Baltimore City Community College and certain of their
foundations. Each entity is governed by its own Board of Regents, or Board of Trustees, whose members are appointed by
the Governor. The universities and colleges are funded through State appropriations, tuition, federal grants, and private
donations and grants. Because the universities and colleges are similar in nature and function, they have been combined
and presented as a single discretely presented component unit. Some of the financial information for foundations
affiliated with the universities and colleges has not been included with the financial information of the universities and
colleges in accordance with the requirements of GASB Statement No. 14, as amended by GASB Statements No. 39 and
61.

The Maryland Prepaid College Trust (Proprietary Fund Type) is a program of the College Savings Plans of Maryland
and directed by its Board. The Board consists of five State officials and five members of the public appointed by the
Governor. The Maryland Prepaid College Trust provides a means for payment of the cost of tuition and mandatory fees
in advance of enrollment at eligible institutions of higher education. If the Trust’s contract obligations exceed the market
value of Trust assets, State appropriations may be provided.

The non-major component units are comprised of the following proprietary fund type entities:

Maryland Stadium Authority (Proprietary Fund Type) — The Maryland Stadium Authority (Authority) was created as
a body corporate and politic and as an independent unit of the Executive Department of the State. The Authority’s
purpose is to acquire land and to construct, operate and/or manage various capital facilities in the State. The Authority’s
Board consists of seven members, of which, six are appointed by the Governor, with the advice and consent of the State
Senate, and one whom is appointed by the Mayor of Baltimore City, with the advice and consent of the State Senate. The
Maryland State Legislature and the Board of Public Works (consisting of the Governor, Comptroller and Treasurer) have
approved all of the projects and bond issuances of the Authority.

The Maryland Food Center Authority (Authority) is a body corporate and politic, the governing board of which is
composed of twelve members. Four members are State officials, and eight members are appointed by the Governor. The
Authority has statewide jurisdiction to promote the State’s welfare by undertaking real estate development and
management activities that facilitate the wholesale food industry activity in the public interest. It is subject to State
regulations and approvals, and has received State subsidies.
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The Maryland Environmental Service (Service) was created as a body corporate and politic and is governed by a nine-
member Board of Directors. The Board of Directors and the officers of the Service are appointed and/or approved by the
Governor. The Service helps private industry and local governments manage liquid, solid and hazardous wastes. In
accordance with direction from the Governor, the Service plans and establishes major resource recovery facilities, solid
waste management plans and hazardous waste management programs.

The Maryland Industrial Development Financing Authority (MIDFA) was established as a body corporate and politic
and a public instrumentality of the State. MIDFA consists of nine members, the Secretary of the Department of Business
and Economic Development, or his designee; the State Treasurer or the State Comptroller, as designated by the Governor;
and seven members appointed by the Secretary of the Department of Business and Economic Development and approved
by the Governor. MIDFA is subject to the authority of the Secretary and subject to State finance regulations. It provides
financial assistance to enterprises seeking to locate or expand operations in Maryland.

The Maryland Technology Development Corporation (Corporation) was established as a body corporate and politic
and a public instrumentality of the State. The Corporation’s Board of Directors consists of 15 individuals; the Secretary
of the Department of Business and Economic Development and 14 members appointed by the Governor with the advice
and consent of the Senate. Its budget is submitted to and approved by the State, and its major revenue source is State
appropriations. The Corporation was created to assist in transferring to the private sector and commercializing the results
and products of scientific research and development conducted by the colleges and universities, and to assist in the
commercialization of technology developed in the private sector. The Corporation administers the Maryland Technology
Incubator Program and the Maryland Stem Cell Research Fund.

Complete financial statements of the individual component units and the Maryland Local Government Investment
Pool of the Investment Trust Fund may be requested from the Comptroller of Maryland, LLG Treasury Building,
Annapolis, Maryland 21404.

Related Organizations

The Maryland Economic Development Corporation (MEDCO), Injured Worker’s Insurance Fund and the Maryland
Automobile Insurance Fund are related organizations of the State. The Governor appoints a majority of the Board of Directors,
but the State does not have the ability to impose its will on the organizations, and there is no financial benefit/burden
relationship. As of June 30, 2014, the Economic Development Loan Programs, major enterprise funds, had transactions with
MEDCO that included loans, investments and grants totaling $14,033,000.

B. Government-wide and Fund Financial Statements

The State’s government-wide financial statements (i.e., the statement of net position and the statement of activities) report
information on all non-fiduciary activities of the primary government and its component units. Inter-fund activity has been
eliminated from these statements except for certain charges for services between activities that would distort the direct costs and
program revenues reported for the applicable functions. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a significant extent on fees and
charges for support. Likewise, the primary government is reported separately from certain legally separate component units for
which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment is offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. Expenses reported
for functional activities include allocated indirect expenses. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though the
latter are excluded from the government-wide financial statements as those assets are not available to support government
programs. Major individual governmental funds and major individual enterprise funds are reported as separate columns in the
fund financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
The government-wide financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting, as are the proprietary fund and fiduciary fund (other than the agency funds) financial statements. The
agency funds are reported using the accrual basis of accounting, but have no measurement focus. Revenues are recorded when
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earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the State considers all revenues to be available if they are collected within 60 days of the end of
the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.

However, debt service expenditures, as well as expenditures related to retirement costs, other post-employment benefits,
compensated absences, pollution remediation and claims and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period. All other revenue items are
considered to be measurable and available only when cash is received by the government.

The State reports the following major governmental funds:
General Fund:

Transactions related to resources obtained and used for those services traditionally provided by a state government, which are
not accounted for in other governmental funds, are accounted for in the general fund. These services include, among other items,
general government, health and mental hygiene, education (other than higher education institutions), human resources, public
safety, judicial, labor, licensing and regulation, natural resources and recreation, housing and community development,
environment, agriculture, and business and economic development. Resources obtained from federal grants and used for general
fund activities consistent with applicable legal requirements, are recorded in the general fund.

Special Revenue Fund, Maryland Department of Transportation:

Transactions related to resources obtained, the uses of which are committed for specific purposes, are accounted for in the
special revenue fund. The Maryland Department of Transportation special revenue fund accounts for resources used for
operations (other than debt service and pension activities) of the Maryland Department of Transportation, including construction
or improvement of transportation facilities and mass transit operations. Revenue sources dedicated to transportation operations
include the excise taxes on motor vehicle fuel and motor vehicle titles, a portion of the State’s corporation income tax and the
State’s sales tax, wharfage and landing fees, fare box revenues, bond proceeds, federal grants for transportation purposes and
other receipts of the Department’s agencies.

Enterprise Funds:

Transactions related to commercial types of activities operated by the State are accounted for in the enterprise funds. The
enterprise funds differ from governmental funds in that the focus is on the flow of economic resources, which, together with the
maintenance of equity, is an important financial indicator.

The major enterprise funds are as follows:

1. The Economic Development Loan Programs include the direct loan programs of the Maryland Departments of Housing and
Community Development, Business and Economic Development and Environment.

2. The Unemployment Insurance Program reflects the transactions and account balances of the Unemployment Insurance
Program and is used to account for the unemployment taxes collected from employers, federal revenue received and
remittance of benefits to the unemployed.

3. The Maryland Lottery and Gaming Control Agency operates the State Lottery and regulates the operation of video lottery
terminal (VLT) and table game casinos.

4. The Maryland Transportation Authority is responsible for the operation and maintenance of toll roads, bridges and tunnels
in the State.
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Fiduciary Funds:

The Pension and Other Employee Benefits Trust Fund (Pension Trust Fund) includes the Maryland State Retirement and
Pension System, the Maryland Transit Administration Pension Plan, and the Deferred Compensation Plan. The Pension
Trust Fund reflects the transactions and accounts balances of the plans administered by the State and is accounted for using
the flow of economic resources measurement focus. The Deferred Compensation Plan, which is reported as of and for its
period ended December 31, accounts for participant earnings deferred in accordance with Internal Revenue Code Sections
457, 403(b), 401(a), and 401(k). Amounts deferred are invested and are not subject to Federal income taxes until paid to
participants upon termination or retirement from employment, death or for an unforeseeable emergency.

The Investment Trust Fund reflects the transactions and account balances of the Maryland Local Government Investment
Pool and is accounted for using the flow of economic resources measurement focus.

The Postretirement Health Benefits Trust Fund (OPEB Trust) accumulates funds to assist the State’s Employee and Retiree
Health and Welfare Benefits Program finance the State’s postretirement health insurance subsidy. The OPEB Trust is
administered by the Board of Trustees for the Maryland State Retirement and Pension System, and its transactions and
account balances are accounted for using the flow of economic resources measurement focus. The assets of the Pension
OPEB Trusts are not pooled for investment purposes, and each trust’s assets may be used only for the payment of benefits
to the trust’s members in accordance with the terms of the trust.

The agency funds are custodial in nature and do not present the results of operations or have a measurement focus. The
State uses agency funds to account for the receipt and disbursement of litigants, patient and prisoner accounts, various
taxes collected by the State for distribution to political subdivisions and amounts withheld from employee’s payroll.

D. Change in Accounting Principles and Restatement of Beginning Balances

As of July 1, 2013, the State implemented GASB Statement No. 65, Items Previously Reported as Assets and Liabilities,
which establishes accounting and financial reporting standards that reclassify as deferred outflows of resources or deferred
inflows of resources certain items that were previously reported as assets and liabilities and recognizes, as outflows of
resources (expense/expenditure) or inflows of resources (revenue), certain items that were previously reported as assets and
liabilities.

The State has restated beginning net position as follows (amounts expressed in thousands):

Economic Maryland Maryland
Governmental Development Transportation Higher Stadium
Activities Loans Authority Education Authority

Beginning net position, as

previously stated......... $3,529,761 $2,425,825 $3,083,318 $7,148,482 $ 76,917
Less: Deferred bond

issuance costs reported

asexpense................ 30,623 27,864 14,711 675 1,133
Add: Deferred loan fees

reported as revenue ...... 2,033
Beginning net position, as

restated..................... $3,499,138 $2,399,994 $3,068,607 $7,147,807 $ 75,784

As of July 1, 2013, the unamortized loss on bond refundings which reduced the carrying value applicable to long-term
debt on State projects has been reclassified as deferred outflows of financial resources. As a result, the net position
category, net investment in capital assets, has been reduced and unrestricted net position has been increased by $99,457,000,
for the governmental activities as of July 1, 2013.

In addition, balances of bonds and notes payable have been restated on the statement of net position as follows
(amounts expressed in thousands):
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Economic Maryland

Governmental Development Transportation Higher
Activities Loans Authority Education
Beginning balance of bonds and notes payable, as
previously stated.....................o $ 10,387,429 $2,855,297 $3,365,575 $1,274,183
Add: Deferred losses from the refunding of debt,
restated as deferred outflows of resources........ 200,090 629 11,423 23,651
Beginning balance of bonds and notes payable, as
restated. ... $ 10,587,519 $2,855,926 $3,376,998 $1,297,834

E. New Pronouncements

In June 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for Pensions — an amendment of
GASB Statement No. 27, effective for fiscal years beginning after June 15, 2014. GASB Statement No. 69, Government
Combinations and Disposals of Government Operations, was issued in January 2013, effective for periods beginning after
December 15, 2013. GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement
Date - an amendment of GASB Statement No. 68, issued in November 2013, should be applied simultaneously with the
provisions of Statement No. 68. The State will implement these statements as of their effective dates. While the State is still
in the process of determining the effect of implementing these GASB statements, Statement No. 68 is expected to affect the
financial position of the State as described below.

The net pension liability (NPL), as established by actuarial valuations under methods and assumptions required by
Statement No. 68, will replace the unfunded actuarial accrued liability previously disclosed for the State Retirement and
Pension System (System) and the Maryland Transit Administration Pension Plan. Refer to the unfunded liability in Note 15
to the financial statements. The NPL is a present value measure of benefits to be provided to current active and inactive
employees that is attributed to those employees’ past service, less the amount of the fiduciaries’ net position. It is required to
be reported as a liability on the government-wide statement of net position. It replaces the net pension obligation, which is
the cumulative difference between annual required contributions to the pension plans, as adjusted, to meet pension
obligations as they come due and actual contributions, on the statement of net position.

Cost-sharing employers, including the governmental activities, enterprise funds, and component units, are required to
recognize a liability for their proportionate share of the NPL. In addition, a special funding situation exists when a non-
employer entity is legally responsible for making contributions to a pension plan for the benefit of employees of another
entity and results in the non-employer entity recording an NPL. In Maryland, the State contributes to amortization of the
unfunded actuarial accrued liability applicable to local teachers’ service and a diminishing percentage of current service, or
normal, costs. Because the State funds the liability, it will record the NPL for the local teachers’ plan. For fiscal year 2014,
the State’s contribution to the System as reported in Note 15 was $1,592,376,000, and the total contribution to the System
was $1,733,653,000. The NPL for the System as reported in Note 15 was $17,746,731,000; however, the State has not
calculated its share of the NPL as of June 30, 2014.

2. Summary of Significant Accounting Policies - Assets, Deferred Outflows of Resources,
Liabilities, Deferred Inflows of Resources and Net Position or Equity:

A. All Funds:
Deposits with Financial Institutions and Investments:

The State Treasurer’s Office operates a centralized cash receipt, investment and disbursement function for the majority of the
State’s funds as required by statute. Certain enterprise activities, pension funds, agency funds and component units are
specifically exempt from this function in the law. Individual fund equity in pooled invested cash is reported as an asset on the
balance sheets of those funds participating in the centralized cash receipt and disbursement function. Investment earnings accrue
to those funds reporting equity in pooled invested cash only if the law specifically provides for the fund’s accrual of interest
earnings.
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The State Treasurer’s Office invests short-term cash balances on a daily basis primarily in U.S. Government obligations and
money market mutual funds. Under the State Finance and Procurement Article of the Annotated Code of Maryland, Title 6,
Subtitle 2, the State Treasurer may only invest in the following:

e Any obligation for which the United States Government has pledged its faith and credit for the payment of principal and
interest.

e Any obligation that a United States agency issues in accordance with an act of Congress.
e Repurchase agreements that any of the above obligations secure.

e Certificates of deposits of Maryland financial institutions.

e Banker’s acceptances.

e  Money market mutual funds.

e  Commercial paper.

e Maryland Local Government Investment Pool.

e  Securities Lending Collateral.

In addition, bond sale proceeds may be invested in municipal securities. Collateral must be at least 102% of the book value
of the repurchase agreements, and must be delivered to the State Treasurer’s custodian for safekeeping. Investments are
recorded at fair value, and changes in fair value are recognized as revenue. Fair values are based on quotations from national
security exchanges and security pricing services, or by the respective fund managers for securities which are not actively traded.
Money market mutual funds and the Maryland Local Government Investment Pool are operated in accordance with Rule 2a-7 of
the Investment Company Act of 1940, as amended. Their fair values are based on a share price of $1.00 per share. Investments
maturing within 90 days of purchase are reported in the financial statements as cash and cash equivalents.

The Maryland State Retirement and Pension System (System), in accordance with State Personnel and Pension Article
Section 21-123 of the Annotated Code of Maryland, is permitted to make investments subject to the terms, conditions,
limitations and restrictions imposed by the Board of Trustees of the System. The law further provides that no more than 25% of
the assets that are invested in common stocks may be invested in non-dividend paying common stocks. In addition, no
investment in any one organization may constitute more than 5% of the total assets of the System. The System is authorized by
Section 21-116 of the State Personnel and Pensions Article to establish and maintain the investment policy manual, which
authorizes investing in all major sectors of the capital market in order to diversify and minimize total investment program risk.
Such sectors would include, but are not limited to, common stock, preferred stock, convertible securities, warrants and similar
rights of U.S. and non-U.S. companies; private equity — direct/partnership/funds; real estate investment trusts; commingled real
estate funds; directly owned real estate; fixed income obligations of the U.S. government and its states and local subdivisions,
non-U.S. governments and their states and local subdivisions, U.S. and non-U.S. companies, and supra-national organizations;
futures and options; foreign exchange forward and future contracts and options; equity index futures; and equity options.

Investments of the System, the Postretirement Health Benefits Trust Fund (OPEB Trust) and the Maryland Transit
Administration (MTA) Pension Plan are stated at fair value. The investments of the OPEB Trust and the MTA Pension Plan are
held and invested on their behalf by the System and are limited to those allowed for the System. For fixed income securities, fair
value is based on quoted market prices provided by independent pricing services. Securities traded on a national or international
exchange are valued at the last reported sales price at current exchange rates. Mortgages and mortgage related securities are
valued on a basis of future principal and interest payments and are discounted at prevailing interest rates for similar instruments.
Fair value for real estate investments is based on estimated current values and independent appraisals. Fair value for private
equity investments and mutual funds (other than those funds traded on a national or international exchange) is based on
information provided by the applicable fund managers.

State employees are offered participation in deferred compensation plans created in accordance with the Internal Revenue
Code, Sections 401(a), 401(k), 403(b) and 457. The Board of Trustees of the Maryland Teachers and State Employees
Supplemental Retirement Plans (the Plans) is responsible for the implementation, maintenance and administration of the Plans.
The Board has appointed a private company as the Plans’ administrator. Assets of the Plans are valued at cost plus interest
credited which approximates fair market value for fixed earnings investment contract pools and at fair value based on published
quotations at each December 31, or net asset value as provided by the investment custodian, for variable earnings investments.
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Retirement Costs:

Substantially all State employees participate in one of several State retirement systems (see Note 15). The State also provides
retirement benefits to teachers and certain other employees of its political subdivisions. Retirement costs have been provided on
the accrual basis, based upon actuarial valuations, except that retirement expenditures for governmental funds represent amounts
contributed by the State for the fiscal year.

Other Post-Employment Benefit Costs:

Substantially all State retirees may participate in the various health care plans offered by the State (see Note 16). Post-
employment health care costs have been provided on the accrual basis, based upon actuarial valuations, except that other post-
employment expenditures for governmental funds represent amounts contributed by the State for the fiscal year.

Accrued Self-Insurance Costs:

The accrued self-insurance costs represent the State’s liability for its various self-insurance programs. The State is self-
insured for general liability, property and casualty, workers’ compensation, environmental and anti-trust liabilities and certain
employee health benefits. The State records self-insurance expenses in the proprietary funds and discretely presented component
units on an accrual basis and the modified accrual basis for the governmental funds. The long-term accrued self-insurance costs
of the governmental funds, which are not expected to be funded with current resources, are reported in the government-wide
financial statements.

Annual Leave Costs:

Principally all full-time employees accrue annual leave based on the number of years employed up to a maximum of 25 days
per calendar year. Earned annual leave may be accumulated up to a maximum of 75 days as of the end of each calendar year.
Accumulated earned but unused annual leave for general government employees is accounted for in the government-wide
financial statements. Liabilities for accumulated earned but unused annual leave applicable to proprietary funds and component
units are reported in the respective funds.

Capital Assets:

Capital assets, which include property, plant, art and historical treasures, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the applicable governmental or business-type activities columns in the
government-wide financial statements. Infrastructure acquired prior to June 30, 1980, is not reported. Capital assets are defined
by the government as assets with an initial, individual cost of more than $50,000 and an estimated useful life in excess of two
years. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation. The costs of normal maintenance and repairs that do not add
to the value of the asset or materially extend the asset’s life are not capitalized. Major outlays for capital assets and
improvements are capitalized as projects are constructed.

Capital assets of the primary government, as well as the component units, are depreciated using the straight line method over
the following estimated useful lives:

Assets Years
Buildings 5-75
Building improvements 5-75
Vehicles 3-25
Office equipment 3-10
Computer equipment 3-10
Computer software 5-10
Infrastructure 10-75

Deferred Outflows and Deferred Inflows of Resources:
Deferred outflows of resources are consumption of net position that applies to future reporting periods and so will not be

recognized as an outflow of resources (expense/expenditure) until then. Deferred outflows of resources are presented separately
after “Total Assets” in the State’s financial statements.
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Deferred inflows of resources are acquisition of net position that applies to future reporting periods and so will not be
recognized as an inflow of resources (revenue) until that time. Deferred inflows of resources are presented separately after “Total
Liabilities” in the State’s financial statements.

Long-term Obligations:

In the government-wide financial statements, and for proprietary fund types in the fund financial statements, long-term debt
and other long-term obligations are reported as liabilities in the applicable governmental activities, business-type activities, or
proprietary fund type statement of net position. Bond premiums and discounts adjust the carrying value of the bonds and are
amortized over the life of the bonds. Issuance costs are expensed as incurred.

In the fund financial statements, governmental fund types recognize bond premiums and discounts during the current period.
The face amount of debt issued is reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources while discounts on debt issuances are reported as other financing uses. Issuances costs are reported as debt
service expenditures.

Restricted Resources:

When both restricted and unrestricted resources are available for use, it is the State’s policy to use restricted resources first,
and then unrestricted resources as they are needed.

Debt Refinancing:

The gain or loss associated with debt refinanced is deferred and amortized to interest expense over the remaining life of the
old debt or the life of the new debt, whichever is shorter.

Net Position:

Net position is divided into three categories. Net investment in capital assets is the capital assets less accumulated
depreciation and outstanding principal of the related debt. Deferred outflows of resources and deferred inflows of resources that
are attributable to the acquisition, construction, or improvement of capital assets or related debt also are included in this category.
Restricted net position reflects restrictions on assets and deferred outflows imposed by parties outside the State or imposed by
the State by constitutional provisions or enabling legislation. Unrestricted net position is total net position of the State less net
investment in capital assets and restricted net position. Unrestricted net position is comprised mainly of cash, investments, loans
and receivables.

B. Government Funds:
Inventories and Prepaid Items:

All inventories are valued at cost using the first-in/first-out (FIFO) method. Inventories of governmental funds are recorded
as expenditures when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in the
fund financial statements under the consumption method.

Grants:

Revenues from federal reimbursement type grants are recognized when the related expenditures are incurred and the revenues
are both measurable and available. The State considers all grant revenues to be available if they are collected within 60 days of
the current fiscal period. Distributions of food stamp benefits are recognized as revenues and expenditures when the benefits are
distributed to individual recipients.

Income Taxes:

The State accrues the net income tax receivable or records unearned revenue based on estimated income tax revenues and
refunds due relating to the fiscal year, that will not be collected or paid until after the fiscal year end. This accrual is computed
based on projected calendar year net tax collections, tax laws in effect, future projections and historical experience.
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Sales and Use Taxes:

The State accrues June sales taxes that are not remitted at year end as a receivable. These taxes are considered measurable
and available since they represent June collections that are remitted to the State in July by merchants who collect the related sales
tax.

Property Taxes:

The State levies an annual tax for the fiscal year beginning July 1 and ending June 30 on all real property subject to taxation,
due and payable each July 1 and December 1 (lien dates), based on assessed values as of the previous January 1, established by
the State Department of Assessments and Taxation at 100% of estimated market value. Each of the counties, Baltimore City and
incorporated municipalities establish rates and levy their own tax on such assessed values. The State tax rate in fiscal year 2014
was 11.2¢ per $100 of assessed value. Unpaid property taxes are considered in arrears on October 1 and January 1, respectively,
and penalty and interest of 1% is assessed for each month or fraction of a month that the taxes remain unpaid. Property taxes are
accrued to the extent they are collected within 60 days of year end.

Escheat Property:

Escheat property is property that reverts to the State’s general fund in the absence of legal claimants or heirs. The escheat
activity is reported in the general fund. An asset is recognized in the period when the legal claim to the assets arises or when the
resources are received, whichever occurs first, and a liability is recognized for the estimated amount that ultimately will be
reclaimed and paid.

Intergovernmental Expenditures:

General, special revenue and capital projects fund revenues paid to political subdivisions, and bond proceeds granted to
political subdivisions, are recorded as intergovernmental expenditures if such payments do not require mandatory use for specific
functions. Direct grants and other payments to, or on behalf of, political subdivisions are recorded as current expenditures.

Capital Assets:
Expenditures for capital assets are reported as capital outlays in the governmental funds.
Compensated Absences:

It is the State’s policy to permit employees to accumulate earned but unused vacation and sick pay benefits. There is no
liability for unpaid accumulated sick leave since the State does not have a policy to pay any amounts when employees separate
from service with the government. A liability for vacation pay amounts is reported in governmental funds only if they have
matured, for example, as a result of employee resignations and retirements.

Fund Equity:

Fund balance for governmental funds is reported in categories and classifications that are presented in order of constraints on
the specific purposes for which amounts in that fund can be spent. The nonspendable fund balance represents amounts that
cannot be spent because they are either (a) not in spendable form or (b) legally or contractually required to be maintained intact.
Otherwise, fund balance is classified as restricted, committed, assigned, or unassigned. Amounts are reported as restricted when
spending constraints are (a) externally imposed or (b) imposed by the government by constitutional provisions or enabling
legislation. The committed fund balance includes amounts committed for specific purposes by formal action of the
government’s highest level of decision-making authority. In Maryland, the uses of these funds are established in statute after
appropriate action by the General Assembly and the Governor. The assigned fund balance is intended spending expressed by (a)
the governing body or (b) a body or official to which the governing body has delegated the authority to assign amounts. The
Governor is authorized to assign current year funds for appropriation in the subsequent year’s budget pursuant to budgetary
policies adopted by the General Assembly. The unassigned fund balance is the residual classification for the general fund.

The State utilizes encumbrance accounting. Encumbrances, based on purchase orders or other contracts, have been classified
based on the existing resources that will be used to liquidate them. Encumbrances not included in the restricted fund balance are
included in the committed fund balance since these amounts do not lapse at year-end but are payable from remaining
appropriations from the prior year. Therefore, these amounts can only be used for specific purposes pursuant to constraints
imposed by formal actions of the government’s highest level of decision-making authority through the budget process.
Encumbrances are not displayed on the face of the financial statements but are disclosed in Note 17.
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When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is available, the State
considers restricted resources to have been spent first. When an expenditure is incurred for purposes for which committed,
assigned, or unassigned fund balance is available, the State considers committed, assigned, and unassigned amounts to have been
spent in that order.

C. Enterprise Funds, Fiduciary Funds and Component Units:
Basis of Accounting:

The accounts of the enterprise funds, fiduciary funds and component units are maintained and reported using the accrual basis
of accounting. Under this method, revenues are recorded when earned and expenses are recorded at the time liabilities are
incurred.

Enterprise funds and component units distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. Operating expenses include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are reported as non-operating
revenues and expenses.

Cash and Cash Equivalents:

The enterprise funds consider all highly liquid investments that mature within 90 days of purchase to be cash and cash
equivalents for reporting on the statement of cash flows.

Grants:
Revenues from federal reimbursement-type grants are recorded when the related expenses are incurred.
Capital Assets:

Capital assets are stated at cost. Depreciation of the cost of capital assets is provided on the straight-line basis over estimated
useful lives of 5 to 75 years for depreciable real property and building improvements, and 3 to 25 years for equipment.
Construction period interest is capitalized. Repairs and maintenance are charged to operations in the period incurred.
Replacements, additions and betterments are capitalized.

MLGCA Revenues, Prizes and Related Transfers:

Revenues and prizes of the Maryland Lottery and Gaming Control Agency (MLGCA) are primarily recognized when
drawings are held. Certain prizes are payable in deferred installments. Such liabilities are recorded at the present value of
amounts payable in the future. State law requires the MLGCA to transfer to the State revenues in excess of amounts allocated to
prize awards, operating expenses and capital expenditures. The excess revenues from certain select games are transferred to the
State’s general fund, which then transfers the amounts to the Maryland Stadium Authority for operations and to cover the State’s
capital lease payments to the Maryland Stadium Authority.

Video lottery terminals (VLTSs) are a self-activated video version of lottery games. The MLGCA recognizes VLT revenue as
gross terminal revenue equivalent to all wagers, net of related prizes. The casino operators’ share is recorded as commissions
and bonuses. Two casino operators receive 33%, one receives 43%, and one receives 50% of the gross terminal revenue to
operate their casinos. After deducting operating costs, State law requires the MLGCA to transfer the remainder of the gross
terminal revenue to various general fund agencies, which are responsible for making further distributions.

The casinos also operate table games. Table games include blackjack, roulette, craps and various poker games. Table game
revenue is equivalent to all wagers, net of related prizes. Casino operators receive 80% of the table game revenue to operate
their casinos. These costs are recorded as commissions and bonuses. The remainder is remitted to the MLGCA which transfers
it to the general fund in accordance with the enabling legislation.

Provisions for Insurance and Loan Losses:

Current provisions are made for estimated losses resulting from insuring loans and uncollectible loans. Loss provisions are
based on the current status of insured and direct loans, including delinquencies, economic conditions, loss experience, estimated
value of collateral and other factors which may affect their realization.
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Inventories:

Inventories are stated at the lower of cost or market, using the first-in, first-out method.

3. Deposits with Financial Institutions and the U.S. Treasury, Equity in
Pooled Invested Cash and Investments:

Cash and cash equivalents, equity in pooled invested cash and investments as shown on the basic financial statements
as of June 30, 2014, reconcile to cash deposit and investment disclosures as follows (amounts expressed in thousands).

Government-wide statement of net position:

CaSN $ 742,123
Equity in pooled invested cash........ ... .. 3,396,203
VSIS . . 3,272,462
Collateral for lent SeCUrtieS. .......... ... 184,486
Restricted Cash. ... ... .. 1,945,801
Restricted equity in pooled invested cash....................................... ... 212,393
Restricted INVESIMENTS .. ... .. o 852,461
Statement of fiduciary net position:
SN . 2,136,107
Equity in pooled invested cash............ ... ... ... 971,429
VeSS . . 50,551,656
Collateral for lent SECUNITIES ... .. .. ... 2,490,916
Total cash and investments per basic financial statements............................. 66,756,037
Less: Cash and investments of higher education foundations not subject to
diSCIOSUNe. . ... 1,209,874
Total cash and investments per Note 3............................................. $ 65,546,163
Cash deposits:
Governmental funds...................... $ 501,111
Enterprise funds. ... 1,096,151
Fiduciary funds ... . 290,306
COomMPONENt UNITS. ... 122,393
Investments:
Governmental funds................. 5,190,161
Enterprise funds. ............. . 2,144,737
Fiduciary fUNds. ... . 54,888,372
CompPOoNENt UNITS. ... ..o 1,312,932
Total cash deposits and iNVeStMeNts. ....................cooii i $ 65,546,163

Cash and equity in pooled invested cash for financial statement presentation includes short-term investments maturing
within 90 days of purchase. Investments for financial statement presentation include certificates of deposit maturing 90 days
or more from date of purchase.

A. Cash Deposits:

As of June 30, 2014, the carrying value for the bank deposits of the governmental funds, enterprise funds, fiduciary funds
and component units were $501,111,000, $1,096,151,000, $290,306,000, and $122,393,000, respectively. The bank balances
were $501,111,000, $1,099,579,000, $290,306,000, and $119,375,000, respectively.

Custodial Risk. Custodial credit risk is the risk that, in the event of a bank failure, the government’s deposits may not be
returned. Deposits are exposed to custodial credit risk if they are not covered by depository insurance and the deposits are (a)
uncollateralized, (b) collateralized with securities held by the pledging financial institution, or (c) collateralized with
securities held by the pledging financial institution’s trust department or agent but not in the government’s name. State law
permits the Treasurer to deposit in a financial institution in the State, unexpended or surplus money in which the Treasurer

58 www.marylandtaxes.com



has custody if (a) the deposit is interest-bearing; (b) the financial institution provides collateral that has a market value that
exceeds the amount by which a deposit exceeds the deposit insurance; and (c) a custodian holds the collateral.

The Economic Development Loan Programs and higher education component unit do not have a deposit policy for
custodial credit risk. As of June 30, 2014, $40,000, and $6,659,000, respectively, of their bank balances were exposed to
custodial credit risk as uninsured and uncollateralized. The Maryland Prepaid College Trust does not have a policy for
custodial credit risk. As of June 30, 2014, $20,093,000, of its bank balances were exposed to custodial credit risk as
uninsured and collateralized with securities held by the pledging financial institution’s trust department or agent but not in the
Trust’s name.

B. Investments:
The State discloses investment risks as follows:

Interest Rate Risk. Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment.

Credit Risk. Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.

Concentration of Credit Risk. Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s
investment in a single issuer.

Custodial Credit Risk. Custodial credit risk is the risk that, in the event of the failure of the counterparty, the government
will not be able to recover the value of its investments or collateral securities that are in the possession of an outside party.
Investment securities are exposed to custodial credit risk if the securities are uninsured, are not registered in the name of the
government and are held by either (a) the counterparty or (b) the counterparty’s trust department or agent but not in the
government’s name.

Foreign Currency Risk. Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value
of an investment.

1. Investments-Governmental Funds:
The State Treasurer’s Office is authorized to make investments as stated in Note 2.A.

Investments are stated at fair value that is based on quoted market prices. The investments and maturities as of June 30,
2014, for the governmental funds of the primary government were as follows (amounts expressed in thousands):

Investment Maturities (in Years)

Investment Type Fair Value Less than 1 1-3 More than 3
U.S. Agencies (8)...........cooovveeiieaiii... $ 4,583,959 $ 10,999 $ 4,572,960 (b)
Repurchase Agreements...................... 416,908 380,525 $ 14,962 21,421
Local Government Investment Pool.......... 4,808 4,808

Total Investments.......................... 5,005,675 396,332 14,962 4,594,381
Collateral for Lent Securities................. 184,486 184,486

Total Investments and

Collateral for Lent Securities........... $ 5,190,161 $ 580,818 $ 14,962 $ 4,594,381

(@) Investments held by broker dealers under securities lending program are $163,139,000.
(b) Bonds in the amount of $4,467,542,000, mature July 2017 to April 2019, but are callable July 2014 to June 2015.

Interest Rate Risk. The State Treasurer’s Office’s investment policy states that to the extent possible, it will attempt to
match its investments with anticipated cash flow requirements. Unless matched to a specific cash flow, the Treasurer’s
Office will not directly invest in securities maturing more than five years from the date of purchase. Sinking fund investments
with guaranteed earnings to redeem term bonds beginning in fiscal year 2016 were $36,383,000.

Credit Risk. State law requires that the governmental funds’ repurchase agreements be collateralized by U.S. Treasury and
agency obligations. In addition, investments are made directly in U.S. agency obligations. Obligations of the Federal
National Mortgage Association, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation and Tennessee Valley
Authority are rated Aaa by Moody’s, AA by Standard & Poor’s, and AAA by Fitch. Obligations of the Federal Home Loan
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Bank are rated Aaa by Moody’s and AA by Standard & Poor’s. Obligations of the Federal Agricultural Mortgage
Corporation are not rated. The Local Government Investment Pool is rated AAAm by Standard & Poor’s.

Concentration of Credit Risk. The State Treasurer’s Office’s investment policy limits the amount of repurchase
agreements to be invested with a particular institution to 30% of the portfolio. There is no other limit on the amount that
may be invested in any one issuer. More than 5% of the governmental funds’ investments are in the Federal National
Mortgage Association, the Federal Home Loan Mortgage Corporation, and the Federal Home Loan Bank. These
investments are 43.7%, 34.8%, and 15.9% of the governmental funds’ total investments, respectively.

2. Investments — Enterprise Funds:

The enterprise funds’ bond indentures and investment policies, with the exception of the Economic Development Loan
Programs, authorize the investment of assets related to the indentures and other funds in obligations in which the State
Treasurer may invest. The Economic Development Loan Programs are authorized to invest in obligations of the U.S.
Treasury, U.S. government agencies, obligations of U.S. political subdivisions, bankers” acceptances, commercial paper,
repurchase agreements, guaranteed investment contracts, corporate debt securities and mutual funds in accordance with
bond indentures, and in direct equity investments in accordance with the statute establishing the program.

Investments of the enterprise funds are stated at fair value, which is based on quoted market prices.

The investments and maturities as of June 30, 2014, for the enterprise funds of the primary government were as follows
(amounts expressed in thousands):

Investment Maturities (in Years)

Investment Type Fair Value Less than 1 1-5 6-10 11-15 More than 15
U.S. Treasury obligations ................... $ 503,139 $ 7,082 $ 4280 $ 6,012 $ 7,615 $ 478,150
U.S Government agency obligations........ 619,208 25,005 575,776 4,015 14,412
Repurchase agreements ..................... 2,408 1,232 1,176
Commercial paper........................... 59,520 59,520
Guaranteed investment contracts............ 13,321 5,277 8,044
Money market mutual funds ................ 780,558 780,558
Municipal bonds............................. 58,659 40,201 18,458

Total..................... $ 2,036,813 $ 877,442 $ 628301 $ 24470 $ 12,862 $ 493,738

In addition to the investments scheduled above, as of June 30, 2014, the enterprise funds’ investments also include the
fair value of direct equity investments, $60,872,000.

The MLGCA, a major enterprise fund, invests in U.S. Treasury obligations and annuity contracts that provide for
guaranteed payouts to jackpot prize winners, and therefore have no interest rate risk to the MLGCA. As of June 30, 2014,
the fair value of these investments was $46,867,000, and $185,000, respectively. Of these investments, U.S. Treasury
obligations held by broker dealers under the securities lending program were $17,997,000.

Interest Rate Risk. The enterprise funds’ policy for managing their exposure to fair value loss arising from increasing
interest rates is to manage investment maturities so that they precede or coincide with the expected need for funds.

Credit Risk. The investment policies of the enterprise funds require that repurchase agreements are collateralized by
U.S. Treasury and agency obligations. The policies also require that money market mutual funds contain only U.S.
Treasuries or agencies or repurchase agreements secured by these, or that they receive the highest possible rating from at
least one nationally recognized securities rating organization and that commercial paper be rated A-1, P-1. According to
the indenture and investment policy of the Economic Development Loan Programs, investments must be rated no lower
than the rating on the Loan Programs’ bonds or F1/P1 for the issuer’s short-term accounts or securities. The ratings on the
Loan Programs’ bonds as of June 30, 2014, were Aa by Moody’s and AA by Fitch, or higher.

As of June 30, 2014, the enterprise funds had the following investments and quality ratings (amounts expressed in
thousands):
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Percentage

Quality Rating of Total
Investment Type Fair Value Rating Organization Investments
U.S. government agency obligations........................... $ 50,940 Aaa Moody's 2.38 %
U.S. government agency obligations........................... 568,268 AA S&P 26.50
Money market mutual funds.................................... 777,395 AAAm/Aaa  S&P/Moody's 36.25
Money market mutual funds.................................... 3,163 Unrated 0.15
Repurchase agreements - underlying securities............... 2,408 Aaa Moody's 0.11
Commercial paper...............ocooi 59,520 A-1/ P-1 S&P/Moody's 2.78
Guaranteed investment contracts............................... 10,044 Aaa Moody's 0.47
Guaranteed investment contracts............................... 3,277 A Moody's 0.15
Municipal bonds. ... 58,659 AAA S&P 2.74
Total........oooo $ 1,533,674 71.53 %

Concentration of Credit Risk. The enterprise funds place no limit on the amount they may invest in any one issuer of
U.S. Government agency obligations. More than 5% of the enterprise funds’ investments are in obligations of the Federal
National Mortgage Association, Federal Farm Credit Bank, and Federal Home Loan Mortgage Corporation. These
investments are 7.1%, 6.8%, and 6.3% of the enterprise funds’ total investments, respectively.

3. Investments — Fiduciary Funds:

The Pension Trust Funds and Postretirement Health Benefits Trust Fund are authorized to make investments as stated
in Note 2.A.

The Maryland Local Government Investment Pool is authorized by Article 95, Section 22G, of the Annotated Code of
Maryland to invest in any instrument in which the State Treasurer may invest. Investments of the Pool are stated at fair
value. Securities are valued daily on an amortized cost basis which approximates market value. Money market funds are
valued at the closing net asset value per share on the day of valuation.

The investments and maturities as of June 30, 2014, for the fiduciary funds of the primary government were as follows
(amounts expressed in thousands):

Investment Maturities (in Years)

Investment Type Fair Value  Lessthan 1 1-5 6-10  More than 10
U.S. Treasury notesand bonds............... $ 3553537 $ 377,878 $1,233,975 $1,103,803 $ 837,881
U.S. Treasury strips.......................... 18,284 2,063 72 16,149
U.S. government agency obligations ..... 2,016,695 1,861,638 63,024 74,172 17,861
Repurchase agreements....................... 247,619 247,619
Commercial paper............................. 282,331 282,331
Guaranteed investment contracts (a)........ 797,323 797,323
Corporatebonds............................... 2,771,614 50,283 990,456 1,273,390 457,485
International bonds........................... 1,985,801 82,658 681,828 557,371 663,944
Other government bonds.................. 650,096 33,267 266,493 173,216 177,120
Mortgage-backed securities................. 1,935,662 17,039 32,557 557,850 1,328,216
Asset-backed securities.................... 371,969 151 149,719 67,671 154,428
Bond mutual funds.......................... 2,251,508 84,752 1,387,934 732,475 46,347
SWaPS. ... 16,906 (1,237) 18,676 (1,443) 910
Money market mutual funds............. 2,310,746 2,310,746

Total investments....................... 19,210,091 5,347,125 5,624,048 4,538,577 3,700,341
Collateral for lent securities................ 2,490,916 2,490,916

Total investments and

collateral for lent securities........... $21,701,007 $ 7,838,041 $5,624,048 $ 4,538,577 $ 3,700,341

(@) These investments are stated at contract value as of December 31, 2013. The fair value as of December 31, 2013 was
$804,474,000, and the wrapper value was $123,000.
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In addition to the investments scheduled above, as of June 30, 2014, the fiduciary funds’ investments also include the fair
value of corporate equity securities of $14,618,880,000, commingled investments of $10,766,661,000, private equity of
$3,184,974,000, real estate of $2,368,792,000, stock mutual funds of $2,154,329,000, annuity contracts of $90,369,000, and
insurance contracts of $3,360,000.

Interest Rate Risk. As of June 30, 2014, the System had $1.4 billion invested in mortgage pass-through securities. These
investments are moderately sensitive to changes in interest rates because they are backed by mortgage loans in which the
borrowers have the option of prepaying.

The Deferred Compensation Plans (Plans) invest in annuity contracts and insurance contracts that provide for guaranteed
payouts to participants, and therefore have no interest rate risk to the Plans. As of June 30, 2014, the fair value of these
investments was $90,369,000, and $3,360,000, respectively.

The State Treasurer’s Office manages the Local Government Investment Pool. The State Treasurer’s investment policies state
that no direct investment by the Pool may have a maturity date of more than 13 months after its acquisition.

Credit Risk. The investment policy of the System regarding credit risk is determined by each investment manager’s mandate.
The Local Government Investment Pool may invest in banker’s acceptances and commercial paper subject to certain credit rating
guarantee and/or collateral requirements. As of June 30, 2014, the fiduciary funds’ investments were rated by Standard and
Poor’s and/or an equivalent national rating organization, and the ratings are presented below using the Standard and Poor’s rating
scale (amounts expressed in thousands):

Percentage
of Total

Investment Type Fair Value Quality Rating Investments
U.S. government agency obligations.................. $ 27,966 AAA 0.05 %
U.S. government agency obligations.................. 1,974,396 AA 3.77
U.S. government agency obligations.................. 644 A
U.S. government agency obligations.................. 1,157 BAA
U.S. government agency obligations.................. 647 BBB
U.S. government agency obligations.................. 11,885 Unrated 0.02
Repurchase agreements - underlying securities ... .. 247,619 AA 0.47
Money market mutual funds............................ 468,310 AAA 0.89
Money market mutual funds............................ 1,842,436 A 3.52
Commercial paper..............cooooii 282,331 AAA 0.54
Guaranteed investment contracts....................... 793,305 AA 151
Guaranteed investment contracts....................... 4,018 Unrated 0.01
Corporate bonds.......................... 11,508 AAA 0.02
Corporate bonds.......................... 111,742 AA 0.21
Corporate bonds........................... 345,760 A 0.66
Corporate bonds.............................. 290,914 BAA 0.56
Corporate bonds............................ 1,882 BA
Corporate bonds........................ 949,137 BBB 1.81
Corporate bonds........................ 284,513 BB 0.54
Corporate bonds. ... 195,395 B 0.37
Corporate bonds. ... 33,132 CAA 0.06
Corporate bonds......................... 62,132 CCC 0.12
Corporate bonds.......................... 6,445 cC 0.01
Corporate bonds.......................... 2,475 C
Corporate bonds............................. 476,580 Unrated 0.91
International bonds........................... 351,015 AAA 0.67
International bonds........................... 929,482 AA 1.77
International bonds...................................... 142,633 A 0.27
International bonds...................................... 218,137 BAA 0.42
International bonds....................................... 1,725 BA
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International bonds...................................... 231,492

International bonds. ... 23,480
International bonds........................ 7,248
International bonds........................ 3,843
International bonds........................... 76,747
Other governmentbonds ................................ 21,815
Other governmentbonds ................................ 107,154
Other governmentbonds ................................ 145,514
Other governmentbonds ................................ 25,484
Other governmentbonds ................................ 11,517
Other governmentbonds ... 202,756
Other governmentbonds ................................ 53,100
Other governmentbonds ................................ 17,239
Other governmentbonds ................................ 1,209
Other governmentbonds ................................ 1,687
Other governmentbonds ................................ 557
Other governmentbonds ................................ 62,064
Mortgage-backed securities............................. 123,385
Mortgage-backed securities............................. 49,396
Mortgage-backed securities............................. 34,159
Mortgage-backed securities............................. 18,664
Mortgage-backed securities............................. 6,287
Mortgage-backed securities............................. 38,431
Mortgage-backed securities............................. 11,390
Mortgage-backed securities............................. 6,646
Mortgage-backed securities............................. 11,040
Mortgage-backed securities............................. 31,129
Mortgage-backed securities............................. 1,346
Mortgage-backed securities............................. 15,664
Mortgage-backed securities............................. 1,588,126
Asset-backed securities-Other.......................... 216,405
Asset-backed securities-Other.......................... 38,266
Asset-backed securities-Other.......................... 44,391
Asset-backed securities-Other.......................... 7,866
Asset-backed securities-Other.......................... 11,245
Asset-backed securities-Other.......................... 2,388
Asset-backed securities-Other.......................... 23,756
Asset-backed securities-Other.......................... 990
Asset-backed securities-Other.......................... 1,821
Asset-backed securities-Other.......................... 17,502
Asset-backed securities-Other.......................... 7,339
Bond mutual funds. ... 2,251,508
SWAPS. ... 16,906

Total. ... $ 15,638,273

BBB
BB
B
CCC
Unrated
AAA
AA
A
BAA
BA
BBB
BB
B
CAA
CCC
C
Unrated
AAA
AA
A
BAA
BA
BBB
BB
B
CAA
CCC
CC
D
Not rated
AAA
AA
A
BAA
BBB
BB
B
CAA
CA
CCC
CcC
Not rated
Not rated

0.44
0.04
0.01
0.01
0.15
0.04
0.20
0.28
0.05
0.02
0.39
0.10
0.03

0.12
0.24
0.09
0.07
0.04
0.01
0.07
0.02
0.01
0.02
0.06

0.03
3.03
0.41
0.07
0.08
0.02
0.02

0.05

0.03
0.01
4.30
0.03
29.77 %

Foreign Currency Risk. The majority of the System’s foreign currency-denominated investments are in equities. The

System has an overlay program to minimize its currency risk.
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The System’s exposure to foreign currency risk as of June 30, 2014, was as follows (amounts expressed in thousands):

Fixed Alternative

Currency Equity Income Cash Investments Total
Australian Dollar.................................... $ 252415 $ 53,043 $ 4,293 $ 112,826 $ 422,577
BrazilianReal ....................................... 39,502 53,888 2,832 24,717 120,939
CanadianDollar..................................... 374,209 24,991 8,191 39,339 446,730
CzechKoruna....................................... 6,447 3 6,450
DanishKrone......................occ 104,339 527 233 17,273 122,372
EgyptianPound ... 2,347 2,347
Euro CUrrency...........oooooiiii i 1,734,478 694,330 42,317 916,169 3,387,294
Hong Kong Dollar....................cco, 322,378 2,934 63,471 388,783
Hungarian Forint.................................... 1,379 76 1,455
IndiaRupee........................ (496) (496)
Indonesian Rupiah.................................. 15,361 151 15,512
Israeli Shekel .................................. 13,310 153 13,463
Japanese Yen...............oo 978,961 45,725 16,061 107,331 1,148,078
Malaysian Ringgit.................................. 18,480 309 457 19,246
Mexican Peso...............coooiiiiiii 11,813 58,686 14,231 6,747 91,477
Moroccan Dirham....................... 320 17 337
New lIsraeli Sheqel.................................. 148 313 461
New Russian Ruble................................. 4,063 4,063
New Taiwan Dollar................................. 40,426 609 41,035
New Zealand Dollar................................ 4,404 22,315 869 17,031 44,619
Nigerian Naira....................................... 52 303 355
Norwegian Krone................................... 74,314 1,361 815 76,490
Philippine Peso.......................co 2,827 29 2,856
Polish Zloty...........................o . 11,917 26,536 194 38,647
Pound Sterling....................oo 1,100,658 149,700 24,393 618,109 1,892,860
OatariRial ............................. 120 120
Singapore Dollar......................o 82,657 1,973 22,263 106,893
South AfricanRand................................. 44,330 11,559 2,331 58,220
South KoreanWon ................................. 144,927 531 145,458
Swedish Krona.......................cco . 143,743 5,226 3,382 22,770 175,121
SWISSFranc..................coooii 457,871 435 285 6,568 465,159
ThailandBaht.............................c 15,319 114 15,433
Turkish Lira............ooo 21,688 238 21,926
Uae Dirham...............ooo, 3,080 3,080
Multiple.............o 1,659,195 1,659,195

Total ..o $ 7683415 $ 1151636 $ 127,762 $ 1,975,742 $ 10,938,555

Derivatives:

Each System investment manager’s guidelines determine the extent to which derivatives are permissible. Futures and other
derivatives are permitted to the extent that they are used in a manner that does not materially increase total portfolio volatility or
relate to speculative activities. Unleveraged derivatives are permitted for the purpose of hedging investment risk, to replicate an
investment that would otherwise be made directly in the cash market or to modify asset exposure in tactical portfolio shifts. Use
of derivatives is not permitted to materially alter the characteristics, including the investment risk, of each manager’s account.
The investment managers are to have in place, and use, procedures that subject derivative based strategies to rigorous scenario
and volatility analysis. Futures and short option positions must be hedged with cash, cash equivalents or current portfolio
security holdings.
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A list of derivatives aggregated by investment type is as follows (amounts expressed in thousands).

Changes in Fair Value Fair Value as of June 30, 2014
Classification Amount Classification Amount Notional*

Commodity futures long Investment revenue  $ 4,453  Futures $ 199,098
Commodity futures short Investment revenue 5,462 Futures (14)
Credit default swaps bought Investment revenue (679) Swaps $ (517) 29,041
Credit default swaps written Investment revenue 1,790 Swaps 2,082 162,260
Currency swaps Investment revenue 417 Swaps 3,319 17,683
Fixed income futures long Investment revenue 14,698 Futures 1,257,886
Fixed income futures short Investment revenue (38,587) Futures (1,210,534)
Fixed income options bought Investment revenue (609) Options 410 6,837
Fixed income options written Investment revenue 5,927 Options (1,224) (192,955)
Foreign currency options bought Investment revenue (1,158) Options

Foreign currency options written Investment revenue 2,181 Options (1,685) (86,900)
Futures options bought Investment revenue (2,464) Options 226 1,206
Futures options written Investment revenue 15,068 Options (721) (2,501)

Long term

FX forwards Investment revenue (237,226)  instruments (57,503) 26,030,396
Index futures long Investment revenue 8,014 Futures 734
Pay fixed interest rate swaps Investment revenue (4,632) Swaps (6,516) 743,927
Receive fixed interest rate swaps Investment revenue 6,975 Swaps 2,736 167,487
Rights Investment revenue 639 Common stock 195 401
Total return swaps bond Investment revenue 49 Swaps

Warrants Investment revenue 3,022 Common stock 7,564 789

Grand Totals m $  (51,634)

*Notional may be a dollar amount or size of underlying for futures and options, negative values refer to short positions.

Credit Risk. The System is exposed to credit risk on derivative instruments that are in asset positions. To minimize its
exposure to losses related to credit risk, the investment managers use counterparty collateral in their non-exchange-traded
derivative instruments. Netting arrangements are also used when entering into more than one derivative instrument transaction
with a counterparty. At the present time, the System does not have a formal policy relating to counterparty collateral or netting
arrangements.

The aggregate fair value of derivative instruments in asset positions as of June 30, 2014, was $155,859,000. This represents
the maximum loss that would be recognized at the reporting date if all counterparties failed to perform. The maximum loss
would, however, be reduced by the counterparty collateral and the liabilities included in netting arrangements with
counterparties.

The following tables list the fair value of credit exposure per ratings of Standard & Poor’s (S&P), Moody’s and Fitch for the
counterparties (amounts expressed in thousands):

S&P Moody’s Fitch
Fair Value Rating Fair Value Rating Fair Value Rating
$ 66,403 AA $ 89,293 Aa $ 79,430 AA
89,456 A 63,237 A 76,429 A
3,329 Baa
$ 155,859 $ 155,859 $ 155,859
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Risk concentrations are presented in the table below.

Percentage
of Net S&P Fitch Moody’s

Counterparty Name Exposure Rating Rating Rating
Westpac Banking Corporation 22% AA AA Aa
State Street Bank London 13 A A A
JP Morgan Chase Bank, N.A. London 12 A A Aa
HSBC Bank PLC 8 A AA Aa
Royal Bank of Canada (UK) 8 AA AA Aa
Deutsche Bank AG London 6 A A A
Toronto Dominion Bank 6 AA AA Aa
Barclays Bank PLC Wholesale 5 A A A
Northern Trust Company, THE 4 AA AA A
Standard Chartered Bank 3 AA AA A
UBS AG London 2 A A A
Credit Suisse FOB CME 2 A A A
Bank of America, N.A. 1 A A A
Morgan Stanley and Co. International PLC 1 A A Baa
BNP Paribas SA 1 A A A
JP Morgan Chase Bank N.A. 1 A A Aa
Credit Suisse FOB ICE 1 A A A
Commonwealth Bank of Australia 1 AA AA Aa

4, Investments — Component Units:

Investment accounts established by higher education institutions relate principally to endowments and trust accounts required
by debt instruments and are invested in accordance with the investment policies adopted by the Board of Trustees. In general,
endowment resources can be invested in debt and equity securities, and trust accounts can be invested only in debt securities.
These investments include U.S. Treasury and agency obligations, corporate debt and equity securities, asset-backed securities
and mutual funds that invest in government securities. The investments of the higher education foundations are not included in
the GASB Statement No. 40 disclosures below because the foundations are not required to and do not follow statements of
GASB.

One of the institutions, the University System of Maryland, transferred title to its endowment investments to its foundation in
exchange for an equivalent proportionate interest in the long-term investment portfolio managed by the foundation. In June
2011, the institution entered into a new agreement with the foundation. The agreement is for a term of five years, with renewable
two-year extensions at the option of the institution, unless notice of intent to terminate the arrangement is provided prior to the
expiration of the term. If the agreement is terminated, funds invested with individual investment managers that have
commitments from the foundation to maintain investments for certain minimum time periods may not be returned to the
institution until those constraints have been satisfied. For reporting purposes, the foundation’s investments have been reduced by
the amount of the institution’s investments with the foundation.

The Maryland Prepaid College Trust’s Statement of Investment Policy (Investment Policy), adopted by the Board as required
by the enabling legislation, allows the Trust to purchase investments including domestic, international and private equities;
domestic, foreign and high yield bonds; global real estate equities; private real estate; commodities and other governmental
agency instruments, as well as money market deposits based on the Investment Policy’s specified portfolio allocation.

Investments of the component units are stated at fair value, which is based on quoted market prices.

The investments and maturities as of June 30, 2014, for the component units were as follows (amounts expressed in
thousands):
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Investment Maturities (in Years)

Fair Less More

Investment Type Value than 1 1-5 6-10 11-15 than 15
U.S. Treasury obligations..................................... $ 17,212 $ 6,627 3 2,748 % 31 $ 7,806
U.S. government agency obligations........................ 55,918 $ 8,168 4,044 2,052 6,292 35,362
Bond mutual funds......................... 123,100 122,504 596
Corporate debt securities...................................... 59,213 913 11,891 17,650 2,508 26,251
Municipal bonds ... 2,834 108 2,726
Money market mutual funds.................................. 140,792 140,792

Total ... $ 399,069 $272377 $ 22670 $ 22450 $ 9427 $ 72,145

In addition to the investments scheduled above, as of June 30, 2014, the component units’ investments include the fair value
of stock mutual funds of $384,673,000, corporate equity securities of $205,171,000, real estate of $64,055,000, and the share of
assets invested with the foundation of $259,964,000.

Interest Rate Risk. The policy of the higher education institutions for managing their exposure to fair value loss arising from
increasing interest rates is to comply with their investment policy, which sets maximum maturities for various fixed income
securities. It is the practice of the Maryland Prepaid College Trust to have no investments with maturities longer than required to
fund tuition obligations based on actuarial projections.

Credit Risk. The policy of the higher education institutions for reducing their exposure to credit risk is to require minimum
quality ratings for fixed income securities. The Investment Policy of the Maryland Prepaid College Trust details the minimum
quality standards for the Trust’s bond portfolios.

As of June 30, 2014, the component units had the following investments and quality ratings (amounts expressed in
thousands):

Percentage
Quality Rating of Total
Investment Type Fair Value Rating Organization Investments
U.S.agencies. ... $ 8981 AAA/Aaa S&P & Moody's 0.7%
U.S.agencies. ... 46,937 AA/Aaa S&P & Moody's 3.6
Money market mutual funds............................. 130,204 Aaa Moody's 9.9
Money market mutual funds............................. 10,588 Not rated 0.8
Bond mutual funds..................... 123,100 Not rated 94
Corporate debt securities................................. 9,222 AAA S&P 0.7
Corporate debt securities................................. 7,266 AA S&P 0.6
Corporate debt securities................................. 10,971 A S&P 0.8
Corporate debt securities................................. 22,729  Lessthan A S&P 1.7
Corporate debt securities................................. 230 BBB S&P
Corporate debt securities................................. 8,795 Not rated 0.7
Municipal bonds ... 2,834 AAA S&P 0.2
Total ... $ 381,857 29.1%

Concentration of Credit Risk. The higher education component units place no limit on the amount they may invest in U.S.
government issuers. The Maryland Prepaid College Trust’s guidelines limit a single investment to 5% of each bond portfolio’s
market value, except U.S. Treasury notes and bonds.

In addition to the Maryland Prepaid College Trust, the College Savings Plans of Maryland consists of the Maryland College
Investment Plan, a fiduciary component unit. As of June 30, 2014, the Plan has $3,947,278,000, of investments held in trust for
individuals and organizations.
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C. Securities Lending Transactions:
1. Governmental and Enterprise Fund Types:

Under Section 2-603 of the State’s Finance and Procurement Article, the State lends U.S. government securities to broker-
dealers and other entities (borrowers). The State Treasurer’s Office controls the program and authorizes all transactions. These
transactions may involve certain investments held in the State treasury for the benefit of State agencies. The State’s custodial
bank manages the securities lending program by contracting with a lending agent who receives cash as collateral. The lending
agent may use or invest cash collateral in accordance with the reinvestment guidelines approved by the State Treasurer’s Office.
Additionally, under the terms of the lending agreement, the lending agent indemnifies the State against any credit loss arising
from investment of the collateral. The collateral will be returned for the same securities in the future. Cash collateral is initially
pledged at greater than the market value of the securities lent, and additional cash collateral has to be provided by the next
business day if the aggregate value of the collateral falls to less than 100% of the market value of the securities lent.

Securities on loan at year-end are owned by the general fund and the Maryland Lottery and Gaming Control Agency, and are
included in the preceding Investments Note 3.B. As of year-end, the State has no credit risk exposure to borrowers because the
amounts the State owes the borrowers exceed the amounts the borrowers owe the State. As of June 30, 2014, the fair value of
the loaned securities and the related collateral were as follows (amounts expressed in thousands):

Fair Value
Lent Collateral Percent
Securities Received Collateralized
Securities-General fund ...................... $ 163,139 $ 166,136 101.8%
SecuritiessMLGCA ........................... 17,997 18,350 102.0%
Total ... . $ 181,136 $ 184,486 101.9%

Either the State or the borrower may terminate the lending agreements on demand. Lending agreements are usually short in
duration. The duration of lending agreements is matched with the term to maturity of the investment of the cash collateral by
investing only in repurchase agreements. Such matching existed at year-end. Investments made with cash received as collateral
are included in the preceding Investments-Governmental Funds Schedule in Note 3.B.1.

The State’s custodial bank is obligated to indemnify the State against liability for any suits, actions or claims of any character
arising from or relating to the performance of the bank under the contract, except for liability caused by acts or omissions of the
State.

The State did not experience any losses on their securities lending transactions for the year ended June 30, 2014.
2. Fiduciary Funds:

The Pension Trust Funds (Funds) participate in a securities lending program as permitted by the investment policies as
approved by the Board of Trustees. The Fund’s custodian lends specified securities to independent brokers in return for collateral
of greater value. The preceding Investments-Fiduciary Funds Schedule in Note 3.B.3 includes securities lent at year-end for cash
collateral and collateral received from lent securities.

Borrowing brokers must transfer in the form of cash or other securities, collateral valued at a minimum of 102% of the fair
value of domestic securities and international fixed income securities, or 105% of the fair value of international equity securities
on loan. Collateral is marked to market daily. If the fair value of the pledged collateral falls below the specified levels,
additional collateral is required to be pledged by the close of the next business day. In the event of default by a borrowing
broker, the Funds’ custodial bank is obligated to indemnify the Funds if, and to the extent that, the fair value of collateral is
insufficient to replace the lent securities. The Funds have not experienced any loss due to credit or interest rate risk on securities
lending activity since inception of the program. As of June 30, 2014, the Funds had no credit risk exposure to borrowers because
the fair value of collateral held for securities lent exceeded the fair value of the related securities, as follows (amounts expressed
in thousands).
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Fair Value

Lent Collateral Percent
Securities Received Collateralized

Lent for cash collateral:

Fixed income securities..................... $ 964,864 $ 984,314 102%

Domestic equities........................... 1,051,025 1,072,541 102

International equities....................... 246,080 257,968 105
Lent for noncash collateral:

Fixed income securities..................... 158,483 161,759 102
Domestic equities........................... 12,547 12,915 103

International equities....................... 1,350 1,419 105

Total............. $ 2,434,349 $ 2,490,916 102%

During fiscal year 2014, the Funds maintained the right to terminate securities lending transactions upon notice. Cash
collateral is invested in one of the lending agent’s short-term investment pools, which as of June 30, 2014, had an average
duration of 43 days and an average final maturity of 78 days. Because the relationship between the maturities of the investment
pools and the Fund’s security loans is affected by the maturities of the loans made by other entities that use the agent’s pools, the
Funds cannot match maturities. The Funds have received cash or securities that can be sold or pledged without a borrower
default.

4. Receivables:

Taxes receivable, as of June 30, 2014, consisted of the following (amounts expressed in thousands):

Major Governmental Funds

Non-major Total
Special Governmental Governmental
General Revenue Funds Funds
INCOME taXeS .. ..o, $ 793,158 $ 793,158
Salesand use taxes............................. 437,799 437,799
Transportation taxes, primarily
motor vehicle fuel and excise............... $ 122,322 122,322
Other taxes, principally alcohol,
tobacco and property........................ 42,523 $ 19,318 61,841
Less: Allowance for uncollectibles ... . ... 26,592 26,592
Taxes receivable, net..................... $ 1,246,888 $ 122,322 $ 19,318 $ 1,388,528

Tax revenues are reported net of uncollectible amounts. Total uncollectible amounts related to tax revenues of the current
period were $3,564,000.

Other accounts receivable in the governmental funds of $749,951,000, including $96,509,000, due in excess of one year,
consisted of various miscellaneous receivables for transportation costs, collection of bills owed to the State’s collection unit,
Medicaid reimbursements, child support and public assistance overpayments, and the tobacco settlement.

Other accounts receivable for the enterprise funds of $376,961,000, primarily consisted of $186,701,000, due to the
Unemployment Insurance Program from employers and for benefit overpayments, $94,173,000, due to the Community
Development Administration from accrued interest and claims receivable on foreclosed and other loans and $30,612,000, due to
the Maryland Lottery and Gaming Control Agency from lottery retailers for ticket sale proceeds and from casino operators for
gross terminal revenue and table game revenue.
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5. Deferred Outflows of Resources and Deferred Inflows of Resources:

Deferred outflows of resources and deferred inflows of resources are reported when a given item that otherwise meets the
definition of a revenue or expenditure/expense relates to a future period. These deferred amounts apply to governmental
activities, business-type activities, proprietary funds, and fiduciary funds, except that deferred inflows apply to governmental
funds for revenues that are not considered to be available to liquidate liabilities of the current period.

As of June 30, 2014, the State’s deferred outflows of resources and deferred inflows of resources consisted of the following
components (amounts expressed in thousands):

Governmental Funds

Special Business-
General Revenue  Governmental type Component
Fund Fund Activities Activities Units

Deferred Outflows of Resources:
Loss on Refunding of Debt — Refunding
of some previously outstanding general obligation
bonds and revenue bonds resulted in losses ........ $ 200,029 $ 10,089 $ 20,382
Interest Rate Exchange Agreements (Swaps) - CDA
has entered into pay-fixed, receive- variable
interest rate swap agreements in connection with
certain variable rate bond series..................... 20,569

Total for Deferred Outflows of Resources ........... $ - $ - $ 200,029 $ 30,658 $ 20,382

Deferred Inflows of Resources:

Governmental fund receivables for revenues that are
not considered to be available to liquidate
liabilities of the current period ................... . $518,261  $119,610

Service Concession Arrangement receipts of the:
Maryland Department of Transportation........... $ 52,078
Maryland Transportation Authority................. $ 32,635
University System of Maryland..................... $ 362,356

Total for Deferred Inflows of Resources............. $518,261 $119,610 $ 52,078 $ 32,635 $ 362,356

6. Loans and Notes Receivable and Investment in Direct Financing Leases:

A. Loans and Notes Receivable:
Loans and notes receivable, as of June 30, 2014, consisted of the following (amounts expressed in thousands).

Primary Government Component Units
Non-major Higher
General Governmental Funds  Enterprise Education Other
Notes receivable:
Political subdivisions:
Water quality projects......................... $ 1,754 $ 1,001,469
Public school construction.................... 161
Other ... 3 123,603
Volunteer fire & rescue companies............. $ 9,675
Permanent mortgage loans ...................... 2,492,519
Student and health profession loans............. $ 73,753
Shore erosion loans............................. 8,691
Other........ooo 107 7,645 $ 7,216
TOtal .o 18,473 1,918 3.617.591 81,398 7,216
Less: Allowance for possible loan losses ... . ... 332,805 13,904 2,142
Loans and notes receivable, net............. 18,473 1,918 3,284,786 67,494 5,074
Less: Due withinoneyear........................ 1,990 160 148,291 8,482 750
Due in more thanoneyear................... $ 16,483 $ 1,758 $ 3,136,495 $ 59,012 $ 4,324
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Certain notes receivable for advances of general obligation bond proceeds bear interest at rates ranging from 4.4% to 8.8%
and mature within 19 years.

Water quality project loans consist of loans to various local governments and other governmental entities in the State for
wastewater and drinking water projects under the United States Environmental Protection Agency’s (EPA) Capitalization
Grants for State Revolving Funds’ federal assistance program.

The permanent mortgage loans consist of financing for single and multi-family projects, rental projects, small businesses,
industrial sites and various other purposes. Substantially all of the loans are secured by first liens on the related property and
are insured or credit enhanced by the Federal Housing Administration mortgage insurance programs, the Veterans
Administration and USDA/RD guarantee programs, Federal Home Loan Mortgage Corporation (Freddie Mac), FNMA,
GNMA, Maryland Housing Fund or by private mortgage insurance policies.

Student and health profession loans are made pursuant to student loan programs funded through the U.S.government.
B. Investment in Direct Financing Leases:
Enterprise Funds:

As of June 30, 2014, the Maryland Transportation Authority (Authority) has direct financing leases with the State’s
Department of Transportation, the Washington Metropolitan Area Transit Authority (WMATA), and the general fund. The
present value of direct financing leases as of June 30, 2014, was $394,257,000. As of June 30, 2014, the Authority held
$144,580,000, to be spent to complete assets under these direct financing leases. Lease payments receivable, including unearned
interest for each of the five succeeding fiscal years and thereafter, including repayment of amounts to be spent, consist of the
following (amounts expressed in thousands):

2005, $ 25,299
2006, . 26,184
2007, 26,049
2008, 26,824
2000, 27,954
2020-2024. . 150,110
2025-2029. . 147,955
2030-2034. . 74,410
TOtAl 504,785
Unearned intereSt iNCOME ... 34,052
Total lease payments. ... ... 538,837
Less: Restricted investments related to unexpended bond proceeds.............. 144,580

Net investment in direct financing leases............................................... $ 394,257

Component Units:

As of June 30, 2014, the Maryland Stadium Authority (Authority) has direct financing leases with the State. The present
value of the direct financing leases as of June 30, 2014, was $163,574,000. As of June 30, 2014, the Authority held $921,000, to
be spent to complete assets under these direct financing leases. Lease payments receivable, including unearned interest for each
of the five succeeding fiscal years and thereafter, including repayment of amounts to be spent, consist of the following (amounts
expressed in thousands):
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20, $ 30,456

2006, . 25,403
200, 24,043
2008, 23,965
2000, 23,954
2020-2024. ... 62,066
20252029, . 13,867
Total . . 203,754
Less: Unearned interest iNCOME ...t 39,259
Net lease PayMeNtS ... 164,495
Less: Restricted investments related to unexpended bond proceeds................. 921
Net investment in direct financing leases............................................. $ 163,574

7. Restricted Assets:

Certain assets of the governmental activities, business-type activities and component units are classified as restricted assets
on the Statement of Net Position. The purpose and amount of restricted assets as of June 30, 2014, were as follows (amounts
expressed in thousands).

Amount Purpose

Governmental Activities:

$ 12,384 Represents money restricted for construction retainages related to highway and airport projects
195,168 Represents State property taxes restricted to pay debt service on general obligation debt
9,019 Represents certificates of deposit linked to funds loaned under the State’s housing loan program ($2,720)
and certificates of deposit restricted for Agricultural Land Preservation easement purchases ($6,299)
g 12,331 Represents investments restricted to pay debt service on transportation bonds
228,902

Business-type Activities:

$ 3,015,491 Assets of the Community Development Administration and State-Funded Loan programs are restricted
for various mortgage loans for low-income housing and loans for local governments’ public facilities
440,282 The purpose of the restricted assets is to secure the revenue bonds of the Maryland Water Quality
Administration made for waste-water treatment systems and bay restoration
1,161,661 Restricted assets represent deposits with the U.S. Treasury and amounts due from employers to pay
unemployment compensation benefits in accordance with Federal statute
93,620 Restricted assets in the Maryland Lottery and Gaming Control Agency include cash held in separate

annuity contracts and coupon bonds for winning lottery ticket payouts and escrow deposits from lottery
agents, casino operator license applicants and other gaming license applicants prior to being recognized

as revenue
450,561 Cash and investments have been restricted in accordance with revenue bond debt covenants of the
Maryland Transportation Authority for completion of capital projects and debt service
84,664 Assets have been restricted by the Maryland Housing Fund to pay possible future claims under insurance

for losses on mortgage loans
$ 5,246,279

Component Units:

$ 124,900 Restricted assets of Higher Education include funds held by the trustee for future construction projects
and to pay debt service and cash restricted for endowment purposes
3,623 Restricted assets of Maryland Stadium Authority include cash and investments that relate to revenue

bond indentures
Restricted assets include cash and investments that relate to revenue bond indentures and to restricted
6,886 project funds for the provision of water supply and waste-water treatment by the Maryland
Environmental Service
$ 135,409
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8. Interfund Receivables and Payables:

Interfund balances, as of June 30, 2014, consisted of the following (amounts expressed in thousands).

Receivable Fund Payable Fund Amount
General Fund Special Revenue Fund $ 2,443 (a)
Enterprise Funds —
Economic Development Loan Programs 438 (b)
Maryland Lottery and Gaming Control Agency 76,584 (c)
$ 79,465
Special Revenue Fund General Fund $ 69,442 (d)
Enterprise Funds -
Maryland Transportation Authority 71,339 (e)
$ 140,781
Non-major governmental funds General Fund $ 1,533 (f)

Enterprise Funds -

Economic Development Loan Programs General Fund $ 26,515 (9)

Non-major governmental funds 38,900 (h)
Unemployment Insurance Program General Fund 2,507 (9)
Maryland Transportation Authority Special Revenue Fund 3,684 0]

$ 71,606

Agency Fund -
Local Income Taxes General Fund $ 550,000 ()]

The receivable and payable transactions between the governmental funds and the enterprise funds are reported as due from
and due to other funds. The receivable and payable transactions between the Agency Fund and the General Fund are reported
as accounts receivable from State treasury by the Agency Fund and due to other funds by the General Fund.

The receivable and payable transactions between the Primary Government and Component Units, as of June 30, 2014,
consisted of the following (amounts expressed in thousands).

Receivable Fund Payable Fund Amount
General Fund Higher Education Fund $ 734
Non-major component units 3,400
$ 4,134

Component Units — Agency Fund —
Maryland Stadium Authority Local Transportation Funds and Other Taxes $ 3,649
Maryland Technology Development Corp. General Fund 11,093
$ 14,742

The receivable and payable transactions between the General Fund and Component Unit are reported as due from/due to
component units and due to/due from primary government. The receivable and payable transactions between the Component
Unit and Agency Fund are reported as due from primary government by the Component Unit and accounts payable and
accrued liabilities by the Agency Fund.

(@) The amount represents Transportation Trust Fund revenues transferred to the General Fund in July and August 2014.

(b) This amount represents payable balances for Economic Development Loan Program transfers.

(c) This amount represents monies collected by the Maryland Lottery and Gaming Control Agency in June 2014, and paid
to the General Fund in July 2014.

(d) The amount represents income and sales tax subsidies and return of health insurance costs from the General Fund.

(e) The Maryland Transportation Authority collects fees for the special revenue fund. The money will be used to build
and maintain special revenue fund infrastructure, structures and other improvements.
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(f) This amount represents reimbursements due for expenditures advanced by the Capital Projects Fund.

(g) These amounts represent receivable balances from General Fund subsidies.

(h) Bond funds collected by the Capital Projects Fund on behalf of the Economic Development Loan Programs.

(i) The Maryland Transportation Authority receives rent, interest income and fees for services from the Special Revenue
Fund.

(1) The loans were made in accordance with Section 2-606 of Tax-General Article of the Annotated Code of Maryland
from the reserve of unallocated tax revenue that the Comptroller estimates will be claimed and refunded to taxpayers
within 3 years of the date that the income tax return was filed. The money will be used to provide funding for public
elementary and secondary education and the Maryland Medicaid Program.

All interfund balances except for (j) above, are expected to be repaid by June 30, 2015. For (j) above, the General Fund is
required to pay to the Agency Fund $33,333,000, a year in each of fiscal years 2021 through 2026. The remaining balance is
due to pay local income taxes at unspecified dates in the future.

9. Interfund Transfers:

Interfund transfers, for the year ended June 30, 2014, consisted of the following (amounts expressed in thousands).

Transfers In Transfers Out Amount
General Fund Special Revenue Fund $ 70214
Non-major Governmental Funds 55,707
Enterprise Funds —

Maryland Lottery and Gaming Control 941,738
Economic Development Loan Programs 512
Non-major Enterprise Funds 1,800
$ 1,069,971
Special Revenue Fund General Fund $ 210,282
Non-major Governmental Funds General Fund $ 178,952
Special Revenue Fund 200.455
$ 379,407

Enterprise Funds -
Loan Programs General Fund $ 12,516
Non-major Governmental Funds 47,344
Non-major Enterprise Fund 770
$ 60,630

Transfers are primarily used to 1) transfer revenues from the fund required by statute or budget to collect the revenue to
the fund required by statute or budget to expend them, 2) transfer receipts restricted to debt service from the funds collecting
the receipts to the Non-major Governmental Funds as debt service payments become due, and 3) provide unrestricted
revenues collected in the General Fund to finance various programs accounted for in other funds in accordance with
budgetary authorizations. In addition, the Non-major Governmental Funds transferred $54,496,000, of Program Open Space
funds, $485,000, of interest earned on bonds, $705,000, for expenses for bond sales and $21,000, for project rescissions to the
General Fund.

The Maryland Lottery and Gaming Control Agency transferred revenue in excess of funds allocated to prize awards, casino
operators, operating expenses and capital expenditure payments in the amount of $941,738,000, to the general fund. The general
fund transferred $12,516,000, to support the operations of Enterprise Funds — Loan Programs, and the Enterprise Funds — Loan
Programs transferred $512,000, of unused funds to the general fund. Expenditures for capital projects of $ 47,344,000, were
transferred to Enterprise Funds — Loan Programs.

During the year, the General Fund and other governmental funds had expenditures of $1,242,254,000, and $212,473,000,
respectively, that were for funds provided to supplement revenues and construction costs, respectively, of the Higher Education
component units. The General Fund also had net expenditures of $ 20,000,000, that were for funds provided to supplement
revenues of the Maryland Stadium Authority. The General Fund transferred $21,272,000, to the non-major component unit, the
Maryland Technology Development Corporation, for Maryland Stem Cell Research and other operating grants.
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10. Capital Assets:

A. Capital Assets, Primary Government:

Capital assets activity by asset classification net of accumulated depreciation, for the year ended June 30, 2014, was as follows

(amounts expressed in thousands):

Governmental activities:

Balance Transfers in Balance
Classification July 1, 2013 Additions Deletions (out) June 30, 2014

Capital assets, not depreciated,

Land and improvements. ....................... 3,273,399 $ 33641 $ 1,110 $ 72,468 $ 3,378,398

Art and historical treasures..................... 9,370 12,979 22,349

Construction in progress. ...................... 2,920,728 1,062,044 (480,874) 3,501,898
Total capital assets, not depreciated............. 6,203,497 1,108,664 1,110 (408,406) 6,902,645
Capital assets, being depreciated

Structures and improvements.................. 6,691,508 78,972 17,417 56,823 6,809,886

Equipment ... 2,978,973 67,587 38,696 67,307 3,075,171

Infrastructure ............ ... .. 20,749,449 606,681 11,825 284,276 21,628,581
Total capital assets, being depreciated.......... 30,419,930 753,240 67,938 408,406 31,513,638
Less accumulated depreciation for,

Structures and improvements.................. 3,016,240 179,935 12,519 3,183,656

Equipment.............oo 2,087,583 163,741 40,133 2,211,191

Infrastructure. ... 11,391,128 811,477 12,202,605
Total accumulated depreciation............... .. 16,494,951 1,155,153 52,652 17,597,452
Total capital assets, net.......................... 20,128,476  $ 706,751 @ $ 16,396 $ - $ 20,818,831
Business-type activities:

Balance Balance
Classification July 1, 2013 Additions Deletions June 30, 2014

Capital assets, not depreciated,

Land and land improvements. ... 387,239 % 4,495 $ 391,734

CoNStruCtion iN ProgreSs. .. ...o.vvve et 1,217,254 386,281 $ 162,052 1,441,483
Total capital assets, not depreciated................................. 1,604,493 390,776 162,052 1,833,217
Capital assets, being depreciated,

Structures and improvements. . ... 65,976 51,116 3,659 113,433

EQUIPMENT. ... 140,604 1,689 1,645 140,648

Infrastructure. .......... ... 4,842,969 141,543 22,906 4,961,606
Total-Capital assets, being depreciated. ............................. 5,049,549 194,348 28,210 5,215,687
Less: accumulated depreciation,

Structures and improvements. ... 25,210 1,440 2,671 23,979

EQUIPMENt. ... 86,169 18,472 1,518 103,123

Infrastructure. ............... 1,284,716 104,737 13,558 1,375,895
Total accumulated depreciation............................... 1,396,095 124,649 17,747 1,502,997
Total capital assets, net......................o.ccciiiiiii .. 5,257,947 $ 460,475 $ 172515  $ 5,545,907
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B. Depreciation Expense, Primary Government:

The depreciation expense for the year ended June 30, 2014, for the primary government was charged as follows
(amounts expressed in thousands).

Governmental activities:

Function Amount
General gQOVEINMENt . ... ... o $ 37,699
EdUCAtION .. 4,225
HUMAN FESOUICES . . .o e 12,959
Health and mental hygiene................... 9,214
ENVIrONMENt. . o 2,606
Public safety. ... ... 42,255
Housing and community development ... 2
Natural resources and recreation ................oo i 19,831
Transportation. . ... ... 1,002,119
AgriCUltUre L 20,269
Labor, licensing and regulation............ ... 477
JudiCial. ... 3,497

Total depreciation expense — governmental activities...................... $ 1,155,153

Business-type activities:

Function Amount
ML G C A $ 13,301
Transportation AUthOritY ... ... 110,085
Maryland Correctional ENterprises ..o 1,259
Economic Development Loan Programs. .............coooiiiiiiiiiiiiiiiiin 4

Total depreciation expense — business-type activities...................... $ 124,649

11. Long-Term Obligations
A. Governmental Activities:

Changes in governmental activities’ long term debt, for the year ended June 30, 2014, were as follows (amounts
expressed in thousands).

Balance Amounts Due
July 1, 2013, Balance Within
as restated Additions Reductions June 30, 2014 One Year
Bonds and Notes Payable:
General Obligation Bonds.......................... $ 8005802 $ 1,216,404 $ 859,859 $ 8,362,347 $ 658,368
Transportation Bonds.............................. 1,618,290 325,000 130,619 1,812,671 152,415
Add: Issuance premiums......................... 963,427 183,753 117,270 1,029,910
Total bonds and notes payable.................. 10,587,519 1,725,157 1,107,748 11,204,928 810,783
Other Liabilities:
Compensated absences. ..................oooeeenn. 349,026 208,003 164,908 392,121 187,922
Self insurance costs. ...l 344,208 1,331,896 1,320,158 355,946 141,071
Net pension obligation............................. 2,932,469 597,972 3,530,441
Net other post employment
benefits obligation......................... 4,008,001 223,741 4,231,742
Obligations under capital leases................... 766,393 170,236 21,236 915,393 63,036
Obligations under capital leases
with componentunits............................. 186,706 23,132 163,574 23,065
Pollution remediation.............................. 173,962 900 3,998 170,864 469
Agricultural preservation installment obligation. . 6,299 6,299 1,707
Total other liabilities.............................. 8,760,765 2,539,047 1,533,432 9,766,380 417,270
Total long-term liabilities -
governmental activities......................... $ 19,348,284 $ 4,264,204 $ 2,641,180 $ 20,971,308 $ 1,228,053
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General Obligation Bonds —

General obligation bonds are authorized and issued primarily to provide funds for State owned capital improvements,
facilities for institutions of higher education and the construction of public schools in political subdivisions. Bonds have also
been issued for local government improvements, including grants and loans for water quality improvement projects and
correctional facilities, and to provide funds for loans or outright grants to private, not-for-profit cultural or educational
institutions. Under constitutional requirements and practice, the Maryland General Assembly, by a separate enabling act,
authorizes loans for particular objects or purposes. Thereafter, the Board of Public Works, a constitutional body comprised of
the Governor, the Comptroller and the State Treasurer, by resolution, authorizes the issuance of bonds in specified amounts.
Bonds are issued and accounted for on a “cash flow” basis rather than a “project” basis and are not sold to specifically fund an
enabling act. General obligation bonds are subject to arbitrage regulations. However, there are no major outstanding liabilities
in connection with these regulations as of June 30, 2014. Bonds issued after January 1, 1988, are subject to redemption
provisions at the option of the State.

General obligation bonds, which are paid from the general obligation debt service fund, are backed by the full faith and
credit of the State and, pursuant to the State Constitution, must be fully paid within 15 years from the date of issue. Property
taxes, bond premiums, interest subsidy payments from the Federal government, debt service fund loan repayments and general
fund and capital projects fund appropriations provide the resources for repayment of general obligation bonds. During fiscal
year 2014, the State issued $1,216,404,000, of general obligations at a premium of $150,461,000, with related issuance costs of
$3,834,000.

Included in bond issuances were $236,852,000, to refund certain outstanding general obligation bonds issued between 2005
and 2012. From the refunding bonds and related premium of $42,421,000, $278,876,000, was transferred to an escrow account
and used to purchase U.S. Government securities. These securities will be used to secure the principal and interest related to the
refunded bonds. The interest rates on the refunded bonds range from 4.0% to 5.0%. The purpose of the refunding was to
realize savings on debt service costs. The aggregate difference in debt service between the refunded debt and the refunding
debt is $14,213,000. The economic gain on the transaction, that is, the difference between the present value of the debt service
streams for the refunding debt and refunded debt, is $12,577,000.

Refunded bonds of $1,550,980,000, maturing in fiscal years 2015-2023 and callable in fiscal years 2015-2020 were
considered defeased as of June 30, 2014. Accordingly, the trust account assets and the liability for the defeased bonds are not
included in these financial statements.

General obligation bonds issued and outstanding, as of June 30, 2014, were as follows (amounts expressed in thousands).

Interest Annual Principal Principal Principal
Issue Maturity Rates Installments Issued Outstanding
3/8/01 2004-2016 4.0-5.5% $19,510-$20,535 $ 200,000 $ 40,045
7/26/01 2005-2017 5.0-5.5 18,390-20,285 200,000 57,985
11/21/01 (b) 2016 18,098 18,098 18,098
3/21/02 (a) 2003-2017 5.3-5.5 18,100-19,765 309,935 56,780
8/15/02 (a) 2003-2018 4.8-5.5 19,545-23,055 515,830 85,070
3/6/03 2006-2018 5.3 43,045-49,830 500,000 185,525
8/10/04 2008-2015 5.0 31,790 400,000 31,790
11/30/04 (b) 2020 9,043 9,043 9,043
3/17/05 2006-2015 4.0-5.3 27,805 350,000 27,805
3/17/05 (a) 2006-2015 4.0-5.3 11,955 281,185 11,955
8/11/05 2009-2016 4.3-5.0 32,460-34,125 430,000 66,585
3/23/06 2009-2016 4.0-5.0 21,065-22,115 280,000 43,180
8/10/06 2011-2017 4.3-5.0 25,210-27,860 350,000 79,570
12/20/06 (b) 2022 4,378 4,378 4,378
3/15/07 2010-2017 5.0 23,635-26,060 325,000 74,510
8/16/07 2011-2023 5.0 25,650-38,265 375,000 220,050
12/18/07 (b) 2023 4,986 4,986 4,986
3/12/08 2011-2016 4.0-5.0 27,450-28,820 400,000 56,270
7/28/08 2012-2024 5.0 27,405-41,705 415,000 268,605
12/16/08 (b) 2010-2021 1.6 464 5,563 3,245
3/16/09 (f) 2012-2023 4.0-5.0 4,475-28,865 199,220 143,125
3/16/09 (g) 2013-2024 2.0-5.0 5,800-42,125 225,780 119,360
8/18/09 Ser A 2013-2024 2.0-5.0 9,170-32,040 235,000 180,670
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8/18/09 Ser B 2013-2024 4.0-5.3% $11,650-25,775 $ 200,000 $ 175,865

8/18/09 (c) 2025 4.6 50,000 50,000 50,000
11/3/09 2013-2022 5.0 12,385-16,720 141,800 101,240
11/3/09 (c) 2023-2025 4.5-4.8 18,400-20,400 58,200 58,200
12/16/09 (d) 2025 50,320 50,320 50,320
12/17/09 (b) 2011-2025 1.6 371 5,563 4,080
12/18/09 (a) 2016-2021 2.0-5.0 29,560-178,775 602,765 602,765
3/9/10 (c) 2019-2025 4.0-4.6 52,450-62,170 400,000 400,000
3/9/10 (a) 2018-2023 3.0-5.0 2,330-60,600 195,315 195,315
8/10/10 Ser A 2014-2019 2.0-5.0 17,625-41,020 143,335 121,305
8/10/10 Ser B 2014-2022 2.5-5.0 15,400-44,765 221,665 188,945
8/10/10 (c) 2023-2026 4.2-4.3 17,960-19,575 75,000 75,000
8/10/10 (d) 2026 4.4 45,175 45,175 45,175
12/8/10 (b) 2026 5.0 4,543 4,543 4,543
3/22/2011 (h) 2014-2026 2.0-5.0 1,635-28,870 130,770 112,870
3/22/2011 (i) 2014-2026 3.0-5.0 1,875-43,505 354,230 308,760
8/5/2011 (h) 2015-2026 2.0-4.0 975-29,510 71,730 71,730
8/5/2011 (i) 2015-2027 3.5-5.0 205-46,090 418,270 383,345
8/5/2011 (b) 2027 4.2 15,900 15,900 15,900
8/5/2011 (j) 2027 4.2 6,500 6,500 6,500
9/28/2011 (a) 2020 1.2 30,025-61,040 254,915 254,915
3/20/2012 (h) 2027 2.2 1,050-8,530 56,085 56,085
3/20/2012 (i) 2027 2.4 27,215-54,210 543,915 543,915
3/20/2012 (a) 2023 1.7 25,055-40,005 138,380 138,380
8/14/2012 (h) 2016-2028 2.5 70-9,290 26,340 26,340
8/14/2012 (i) 2016-2028 2.2 3,650-48,770 478,660 478,660
8/14/2012 (e) 2016 0.4 23,000 23,000 23,000
8/14/2012 (b) 2028 2.8 15,230 15,230 15,230
8/14/2012 (a) 2019-2021 13 22,905-105,425 183,795 183,795
3/15/2013 (i) 2016-2028 2.4 28,415-49,105 500,000 500,000
3/15/2013 (a) 2018-2022 11 4,215-66,135 165,135 165,135
8/6/2013 (i) 2018-2029 3.2 16,295-46,770 435,000 435,000
8/6/2013 (e) 2017-2018 1.2 12,155-27,845 40,000 40,000
12/19/2013 (b) 2015-2029 303 4,549 4,549
3/18/2014 (i) 2018-2029 2.8 12,145-46,695 450,000 450,000
3/18/2014 (e) 2017-2018 0.9 19,090-30,910 50,000 50,000
3/18/2014 (a) 2015-2022 1.2 15,440-83,410 236,855 236,855

Totals $ 12,826,958 $ 8,362,347

(@) Includes refunding debt
(b) Includes Qualified Zone Academy Bonds for which the purchaser may receive Federal tax credits each year the bonds are outstanding

(c) Includes federally taxable Build America Bonds for which the State receives a subsidy payment from the Federal Government equal to
35% of interest payments

(d) Qualified School Construction Bonds for which the purchaser receives Federal tax credits each year the bonds are outstanding
(e) Taxable Bond Sale

(f) Institutional Bond Sale

(9) Retail Bond Sale

(h) Negotiated Bond Sale

(i) Competitive Bond Sale

(1) Qualified Energy Construction Bond Sale

General obligation bonds authorized, but unissued, as of June 30, 2014, totaled $2,538,413,000.
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As of June 30, 2014, general obligation debt service requirements for principal and interest in future years were as follows
(amounts expressed in thousands).

Year Ending June 30, Principal Interest
2015, $ 658,368 $ 357,994
2016. .. o 752,246 328,931
2007, 785,523 293,143
2018 777,728 257,999
2019, ... 733,283 222,094
2020-2024. ... ... ... 3,151,915 640,984
2025-2029. ... o 1,503,284 115,097
Total..................... ... $ 8,362,347 $ 2,216,242

Subsequent to June 30, 2014, on August 6, 2014, general obligation bonds aggregating $500,000,000, were issued for
capital improvements, and general obligation refunding bonds in the amount of $649,715,000, were issued to refund
$695,195,000, outstanding general obligation bonds issued between 2007 and 2013 in order to realize savings on debt service
costs. The general obligation bonds have interest rates ranging from 2.0% to 5.0% and mature through 2030. The refunding
bonds have interest rates ranging from 5.0% to 5.3% and mature through 2025.

Transportation Bonds —

Transportation bonds outstanding as of June 30, 2014, were as follows (amount expressed in thousands).

Outstanding

Consolidated Transportation Bonds — 2.0% to 5.5%, due serially through 2029 for

State transportation activity..................o i $ 1,614,856

Consolidated Transportation Bonds, Refunding — 5%, due serially through 2019 for
State transportation activity.............. .. ... i 170,815
TOtal . $1,812,671

Consolidated Transportation Bonds are limited obligations issued by the Maryland Department of Transportation
(Department) for highway, port, airport, rail, or mass transit facilities, or any combination of such facilities. The principal
must be paid within 15 years from the date of issue.

As provided by law, the General Assembly shall establish in the budget for any fiscal year a maximum outstanding
aggregate amount of these Consolidated Transportation Bonds as of June 30 of the respective fiscal year that does not exceed
$4,500,000,000, through June 30, 2014, and thereafter. The aggregate principal amount of those bonds that was allowed to be
outstanding as of June 30, 2014, was $2,292,670,000. The aggregate principal amount of Consolidated Transportation Bonds
outstanding as of June 30, 2014, was $1,812,671,000. Consolidated Transportation Bonds are payable from the proceeds of
certain excise taxes levied by statute, a portion of the corporate income tax and a portion of the State sales tax credited to the
Department. These amounts are available to the extent necessary for that exclusive purpose before being available for other
uses by the Department. If those tax proceeds become insufficient to meet debt service requirements, other receipts of the
Department are available for that purpose. The holders of such bonds are not entitled to look to other State resources for
payments.

Under the terms of the authorizing bond resolutions, additional Consolidated Transportation Bonds may be issued,
provided, among other conditions, that (1) total receipts (excluding Federal funds for capital projects, bond and note
proceeds, and other receipts not available for debt service), less administration, operation and maintenance expenses for the
preceding fiscal year, equal at least two times the maximum annual debt service on all Consolidated Transportation Bonds
outstanding and to be issued, and that (2) total proceeds from pledged taxes equal at least two times the maximum annual debt
service on all Consolidated Transportation Bonds outstanding and to be issued.

The 2013 session of the General Assembly established a maximum outstanding principal amount of $724,700,000, as of
June 30, 2014, for all nontraditional debt of the Department. Nontraditional debt outstanding is defined as any debt
instrument that is not a Consolidated Transportation Bond or GARVEE bond (tax-exempt debt backed by annual federal
appropriations for federal-aid transportation projects). This debt includes certificates of participation, debt backed by
customer facility charges, passenger facility charges, or other revenues, and debt issued by the Maryland Economic
Development Corporation or any other third party on behalf of the Department. As of June 30, 2014, the Department’s
nontraditional debt outstanding was $752,210,000, and was reported as obligations under capital leases and includes funds
held by the bond trustee under these agreements.
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Avrbitrage regulations are applicable to the transportation bonds payable. The Department estimates there are no material
liabilities for arbitrage rebates as of June 30, 2014.

During the year, the Department issued Consolidated Transportation Bonds in the amount of $225,000,000, with a net
premium of $20,568,000, with maturities ranging from December 2016 to December 2028, and with interest rates ranging from
3.0% to 5.0%, and Consolidated Transportation Bonds in the amount of $100,000,000, with a net premium of $12,724,000, with
maturities ranging from June 2017 to June 2029, and with interest rates ranging from 3.0% to 5.5%.

As of June 30, 2014, Department bond debt service requirements for principal and interest in future years were as follows
(amounts expressed in thousands):

Consolidated Transportation Bonds

Years Ending June 30, Principal Interest
2005, $ 152,415 $ 79,989
2006, . 170,150 73,229
2007, 205,860 64,667
2008, 198,630 54,833
20019, 160,920 46,038
2020-2024. .. .. 670,160 132,108
2025-2029. . . 254,536 24,966
Total . $1,812,671 $ 475,830

Obligations Under Capital Leases —

Obligations under capital leases as of June 30, 2014, bore interest at annual rates ranging from 0.1% to 6.7%. Capital lease
obligations with third parties in fiscal year 2014 increased by $170,236,000, for master equipment and building leases entered
into by the general fund. The addition for a building lease in the amount of $164,710,000, is related to new debt issued for the
Department of Health and Mental Hygiene’s new Public Health Laboratory building. The capital leases with component units
include the general fund’s capital leases with the Maryland Stadium Authority, which are being paid with the net proceeds
transferred from certain lottery games. Following is a schedule of annual future minimum payments under these obligations,
along with the present value of the related net minimum payments as of June 30, 2014 (amounts expressed in thousands).

Capital Lease Obligations with

Years Ending June 30, Third Parties Component Units
2005, $ 102,558 $ 30,456
2006, . 101,098 25,403
2007, 97,276 24,043
2008, 93,874 23,965
2000, 92,947 23,954
2020-2024. ... o 434,542 62,066
2025-2029. ... i 323,083 13,867

2030-2034. ... o 121,975

Total future minimum payments........................ 1,367,353 203,754
Less: Amount representing interest................... 348,206 39,259
Less: Restricted cash and investments................ 103,754 921
Present value of net minimum payments............. $ 915,393 $ 163,574

The reduction shown for restricted cash and investments in the amounts of $103,754,000, and $921,000, is monies held by
the bond trustee to be used primarily for construction expenditures.
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The assets acquired through capital leases were as follows (amounts expressed in thousands):

Third Parties

Asset Amount
Construction iN Progress. . .........oo.coveieiieieeeiie . $ 340,294
Land and improvements ...............ooiiiiiiiii 23,827
Buildings and improvements ... 1,170,482
Machinery and equipment .................. 279,758
Infrastructure ... ... 329,283
Total acquired @ssets ... 2,143,644
Less: Accumulated depreciation.............................. 787,139
Total capital assets —net.................................... $ 1,356,505

Pollution Remediation Obligations —

The State has recognized a pollution remediation obligation on the statement of net position for governmental activities. A
pollution remediation obligation is a liability which addresses the current or potential detrimental effects of existing pollution
and may include pre-cleanup activities (site assessment, feasibility study), cleanup activities (neutralization, containment,
removal and disposal, site restoration), oversight and enforcement and post remediation monitoring.

Obligating events initiate the recognition of a pollution remediation liability. These events include any of the following.

(a) There is an imminent danger to the public.

(b) The State is in violation of a related permit or license.

(c) The State is identified as a responsible party or potentially responsible party (PRP) by a regulator.
(d) The State is named or has evidence that it will be named in a lawsuit.

(e) The State commences, or legally obligates itself to commence, pollution remediation activities.

The pollution remediation obligation is an estimate and subject to changes resulting from price increases or reductions,
technology, or changes in applicable laws or regulations. The liability is recognized as it becomes estimable. In some cases,
this may be at inception. In other cases, components of a liability (for example, legal services, site investigation or required
post remediation monitoring) are recognized as they become reasonably estimable. At a minimum, the liability is reviewed for
sufficiency when various benchmarks occur, such as receipt of an administrative order, participation as a responsible party or
PRP in a site assessment, completion of a corrective measures feasibility study, issuance of an authorization to proceed, and as
remediation is implemented and monitored.

Measurement of the liability is based on the current value of outlays expected to be incurred using the expected cash flow
technique. This technique measures the liability as the sum of probability-weighted amounts in a range of possible estimated
amounts — the estimated mean or average. Expected recoveries reduce the pollution remediation expense.

The pollution remediation estimated liability is $170,864,000, with no estimated recoveries from third parties to reduce the
liability. Included in this liability are cost estimates for site monitoring and repair, excavation of road and infrastructure and
replacement of buildings as a result of site contaminations by hazardous materials under Federal and State law in the amount of
$161,864,000. In these cases, either the State has been named in a lawsuit by a State regulator or the State legally obligated
itself under the Environmental Article, Section 7-201, of the Annotated Code of Maryland.

The estimated liability also includes $9,000,000, for the clean-up of an illegal tire dump for which the State is legally
obligated under the Environmental Article, Section 9-2 of the Annotated Code of Maryland.

The cost estimates and assumptions for the pollution remediation due to site contamination from hazardous materials are

based on engineering design estimates. The cost estimates and assumptions for the tire dump clean-up are based on estimated
unit cost of $830/ton based on historical data, fuel costs, specific site factors and oversight costs.
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Agricultural Land Preservation Installment Purchase Obligation—

Under the Maryland Agricultural Land Preservation Program, the State purchases agricultural preservation easements
restricting development on prime farmland and woodland.

Landowners have the option to choose a lump-sum payment option or installment payment option.  The installment
payment option is available by taking payments in equal amounts over two to ten years. The landowner may elect to take a
certain amount in cash at the time of settlement and divide the remainder of the offer amount equally to be paid annually over the
subsequent years. For the installment payments, the funds are invested by the State Treasurer in certificates of deposit at the
interest rate in effect on the day of deposit in order to mature in accordance with the schedule of installments indicated by the
landowners. Interest rates currently range from 0.1% to 4.0%. Each installment includes interest minus one-quarter of one
percent of the interest earned. All installments are paid either April 1 or October 1 beginning the calendar year after the year
settlement has occurred. Installment obligations mature through April 2022.

A summary of long-term debt outstanding for the agricultural land preservation installment purchase obligation at June 30,
2014 is as follows (amounts expressed in thousands):

Years Ending June 30, Principal Interest
2005, $ 1707 $ 117
2016, 1,455 43
2007, 1,048 28
2008, . 709 15
20019, 503 12
2020-2024. .. 877 19

Total $ 6,299 $ 234

For the governmental activities, compensated absences, self insurance, net pension obligations, net other post-employment
benefits obligations, obligations under capital leases, pollution remediation obligations, and Agricultural Land Preservation
Installment Purchase obligations are generally liquidated by the general or special revenue fund as applicable.

B. Long Term Obligations — Business-type Activities:

Changes in long-term obligations for business-type activities as of June 30, 2014, were as follows (amounts
expressed in thousands).

Balance, Amounts Due
July 1, 2013, Balance Within One
As Restated Additions Reductions June 30, 2014 Year
Bonds Payable:
Revenue bonds payable................ $6,232,924 $_399,620 $_ 692,823 $5,939,721 $_276,172
Other Liabilities:
Lottery prizes........................... 51,172 3,445 13,840 40,777 10,479
Escrow deposits ........................ 37,477 29,479 22,399 44,557 19,429
Rebate liability ......................... 1,399 117 1,516 1,296
Compensated absences................. 13,071 8,073 6,468 14,676 2,952
Self insurance costs .................... 12,350 3,522 2,692 13,180 2,043
Obligation under capital leases......... 31,024 13,544 17,480 9,286
Total other liabilities........... 146,493 44,636 58,943 132,186 45,485
Total long-term liabilities —
business type activities .......... $6,379,417 $ 444,256 $ 751,766 $6,071,907 $ 321,657
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Debt service requirements for business-type activities’ notes payable and revenue bonds to maturity were as follows
(amounts expressed in thousands):

Community Maryland Water Quality Maryland
Development Financing Transportation
Administration Administration Authority
Year Ended June 30, Principal Interest Principal Interest Principal Interest
2015, . $ 151,437 $ 89,562 $ 6,560 $ 6,824 $ 118,175 $ 149,065
2016 ... 98,510 84,543 12,345 7,466 127,928 143,616
2017, 92,080 81,389 9,970 6,952 132,925 137,342
2018, 101,570 78,303 13,460 6,467 147,466 130,813
2019, 73,690 75,084 12,445 5,811 154,455 123,665
2020-2024.................e. 351,750 332,365 67,835 19,367 475,841 532,500
2025-2029...........ccieie 331,475 261,926 47,110 5,053 495,926 420,316
2030-2034.........ciiine 420,470 197,347 501,171 304,466
2035-2039........cciiiint 408,585 127,116 523,107 182,250
2040-2044.................... 323,478 61,735 431,950 51,070
2045-2049............ol 108,630 14,540 70,366 3,655
2050-2054..........ciin 34,035 3,639
2055-2059........cciiiin 2,465 104
Total.............ooia 2,498,175 1,407,653 169,725 57,940 3,179,310 2,178,758
Discounts and premiums. ... .. 8,907 15911 63,221
Totals.............. $2,507,082  $1,407,653 $ 185,636 $ 57,940 $ 3,242,531 $2,178,758

Community Development Administration (Administration) — Revenue Bonds

The Administration, an agency of the Department of Housing and Community Development, has issued revenue bonds,
proceeds of which were used for various mortgage loan programs. Assets aggregating approximately $3,015,137,000, and
revenues of each mortgage loan program are pledged as collateral for the revenue bonds. Interest rates range from 0.3% to
6.8%, with the bonds maturing serially through February 2055. The principal amount outstanding as of June 30, 2014, was
$2,507,082,000. Substantially all bonds are subject to redemption provisions at the option of the Administration. Redemptions
are permitted at par through the use of unexpended bond proceeds and excess funds accumulated primarily through prepayment
of mortgage loans. During fiscal year 2014, the Administration issued $284,197,000, of revenue bonds with interest rates
ranging from .3% to 5.7% and maturing serially through February 2055.

Subsequent to June 30, 2014, the Administration issued a total of $194,075,000, and redeemed a total of $66,295,000,
revenue bonds.

Interest Rate Swaps:

Obijective of the interest rate swap. As a means to lower its borrowing costs, when compared against fixed-rate bonds at the
time of issuance, the Administration entered into interest rate swaps in connection with the variable rate revenue bonds totaling
$246,285,000. The intention of the swaps was to effectively change the Administration’s variable interest rate on the bonds to
fixed rates.

Terms. The bonds and the related swap agreements mature from September 1, 2025 through September 1, 2043, and the
swaps’ notional amount of $246,285,000, matches the amount of the variable rate bonds. Under the swap agreements, the
Administration pays the counterparty a fixed payment of from 3.7% to 4.8% and receives a variable payment computed as
either 64% of the London Interbank Offered Rate (LIBOR) plus .2% or .3%. Conversely, the bonds’ variable rate is based on
the Securities Industry and Financial Markets Association Rate.

Credit risk. The fair value of the swaps represents the Administration’s credit exposure to each counterparty as of June 30,
2014. The fair value of three swaps with one counterparty is ($4,924,000), the fair value of two swaps with a second
counterparty is ($4,200,000), and the fair value of three swaps with a third counterparty is ($11,445,000). Therefore, the
Administration is not exposed to credit risk as of June 30, 2014, because the swaps have a negative fair value. However, should
the valuation of the swap change and the fair value turn positive, the Administration would be exposed to credit risk in the
amount of the swap’s fair value. The first counterparty is rated A by Standard & Poor’s and Aa by Moody’s; the second
counterparty is rated Aa by Moody’s and AA by Fitch; and the third counterparty is rated Aa by Moody’s and A by Standard &
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Poor’s. To mitigate the potential for credit risk, if the counterparties’ credit quality falls below to A or below, the fair value of
the swaps will be fully collateralized by the counterparties.

Basis risk. The swaps would expose the Administration to basis risk should the relationship between LIBOR and the
Security Industry and Financial Markets Association Rate converge. If a change occurs that results in the rates moving to
convergence, the expected cost savings may not be realized.

Termination risk. The Administration or the counterparty may terminate the swap if the other party fails to perform under
the terms of the contract. The counterparty can terminate the contract if the ratings on the related bonds fall below the credit
rating thresholds. If a swap is terminated, the underlying variable rate bonds may be exposed to rising interest rates. If at the
time of such termination a swap has a negative fair value, the Administration would be liable to the counterparty for a payment
equal to the swap’s fair value along with any accrued interest.

Swap payments and associated debt. Using rates as of June 30, 2014, debt service requirements of the variable rate debt and
net swap payments, assuming current interest rates remain the same for their term, are as follows (amounts expressed in
thousands). As rates vary, variable rate bond interest payments and net swap payments will vary.

Hedged Variable

Rate Bonds

Year Ended June 30, Principal Interest Interest Rates Swap, Net Total
2015.. ... $ 4255 $ 166 $ 9,192 $ 13,613
2016, 151 8,517 8,668
2017, 151 8,068 8,219
2018, 2,000 151 7,616 9,767
2019, 3,300 149 7,129 10,578
2020-2024................. 9,150 724 30,844 40,718
2025-2029................. 76,625 585 25,896 103,106
2030-2034.........ccnl 45,580 434 19,968 65,982
2035-2039..........c.cnenes 76,230 212 9,984 86,426
2040-2044................. 29,145 37 873 30,055

Total.................... $ 246,285 $ 2,760 $ 128,087 $ 377,132

Fair value. Because interest rates have generally decreased since execution of the swaps, the swaps have a fair value of
($20,569,000) as of June 30, 2014. The swaps’ fair value may be countered by a decrease in total interest payments required
under the variable rate bonds, creating a lower synthetic interest rate. Because the coupons on the Administration’s variable
rate bonds adjust to changing interest rates, the bonds do not have a corresponding fair value decrease.

The table below summarizes the total fair values for the Administration’s interest rate swaps as of June 30, 2013 and 2014,
and the changes in fair values for the year ended June 30, 2014 (amounts expressed in thousands).

Total Total Change
Fair Value at Fair Value at in Fair Value
June 30, 2013 June 30, 2014 For the Period
Interest rate swaps:

Cash flow hedges. ........... $ (27,065) $ (20,569) $ 6,496

The fair value balances of derivative instruments (interest rate swaps) outstanding as of June 30, 2014, classified by type,
and the changes in fair value as presented on the financial statements for the year ended June 30, 2014, are as follows (amounts
expressed in thousands).

Change in Fair Value Fair Value at June 30, 2014 Outstanding Notional
Classification Amount Classification Amount Amounts
Cash flow hedges:
Pay fixed interest Deferred
rate swaps......... outflow $ 6,496 Debt $ (20,569) $ 246,285
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The fair value of the swaps is based on market value and is affirmed by an independent advisor whose valuation method and
assumptions are in accordance with accounting guidance issued by GASB. The fair values of the interest rate swaps were
estimated using the zero-coupon method. This method calculates the future net settlement payments required by the swap,
assuming that the current forward rates implied by the yield curve correctly anticipate future spot interest rates. These
payments are then discounted using the spot rates implied by the current yield curve for hypothetical zero-coupon bonds due on
each future net settlement on the swaps.

As of June 30, 2014, all of the Administration’s swaps meet the criteria for effectiveness and the swap fair values are
classified as deferred outflow.

Maryland Water Quality Financing Administration (Administration) — Revenue Bonds:

The Administration, an agency of the Department of Environment, has issued revenue bonds for providing loans and
grants. Interest rates range from 2.6% to 4.1%, payable semiannually, with annual installments from $1,235,000, to
$9,545,000, to March 1, 2029. The principal amount outstanding as of June 30, 2014, was $185,636,000. These bonds were
payable solely from the revenue, money or property of the Administration. During fiscal year 2014, the Administration issued
$100,000,000, in Bay Restoration Bonds, Series 2014, with an interest rate of 2.6% due serially through March 2029.

Maryland Transportation Authority Bonds

Bonds outstanding as of June 30, 2014, were as follows (amounts expressed in thousands).

Series 1992 Capital appreciation TEST refunding and financing revenue bonds for the Authority’s Transportation Facilities
Projects maturing in annual installments of original principal ranging from $2,818 to $3,000 from July 1, 2014, to July 1,

2015, with approximate yields to maturity ranging at 6.4% and an accreted amount.........................co . $ 5,818
BWI Consolidated Car Rental Facility Revenue bonds, Series 2002, maturing in annual installments ranging from $2,710 to
$8,505 from July 1, 2014, to July 1, 2032, with interest rates ranging from 2.7% to 6.7%, payable semiannually.......... 96,495

BWI1 Airport Parking Revenue Refunding Bonds, Series 2012A and 2012B, maturing in annual installments ranging from

$11,320 to $16,455 from March 1, 2015, to March 1, 2027, with interest rates ranging from 4.0% to 5.0% payable

SeMIANNUAILY . .. 171,180
WMATA Metrorail Parking Projects Bonds, Series 2004, maturing in annual installments ranging from $1,440 to $2,780

from July 1, 2014, to July 1, 2028, with interest rates ranging from 3.0% to 5.0%, payable

SEMIANNUALLY . .o 30,480
Series 2004 Revenue bonds, for construction and improvement of Authority’s Transportation Facilities projects, maturing in

annual installments of $7,105 to $15,235 from July 1, 2014, to July 1, 2034, with interest rates ranging from 5.0% to

5.3% payable semiannually. . ... . 68,970
Calvert Street Parking Project Revenue bonds, Series 2005, maturing in annual installments ranging from $715 to $1,415
from July 1, 2014, to July 1, 2032, with interest rates ranging from 3.3% to 4.4% payable semiannually.................. 19,300

Grant and Revenue Anticipation Bonds, Series 2007 (GARVEE bonds), maturing in annual installments ranging from
$28,335 to $34,390 from March 1, 2015, to March 1, 2019, with an interest rate of 4.0% payable semiannually to finance
the Intercounty Connector Highway Project. ... ... ... 156,430

Series 2007 Revenue Bonds, for construction and improvement of Authority’s Transportation Facilities projects, maturing in
annual installments of $1,125 to $12,685 from July 1, 2014, to July 1, 2041, with interest rates ranging from 4.0% to 5.0%
payable semiannually. . ... . 297,905

Series 2008 Revenue Bonds, for construction and improvement of Authority’s Transportation Facilities projects, maturing in
annual installments of $9,615 to $31,070 from July 1, 2014, to July 1, 2041, with interest rates ranging from 4.8% to 5.1%

payable semiannually. . ... 555,175
Series 2008 A Revolving loan under the Transportation Infrastructure Finance and Innovation Act (TIFIA), for the

Intercounty Connector Project maturing to July 1, 2047 with a fixed interest rate at 2.6% and an accreted amount.......... 397,497
Series 2009 Revenue Bonds, for construction and improvements of Authority’s Transportation Facilities projects, maturing

from July 1, 2016 to July 1, 2043, with interest rates ranging from 3.0% to 5.9% payable semiannually ................... 549,385
Series 2010 Revenue Bonds, for construction and improvements of the Authority’s Transportation Facilities projects

maturing from July 1, 2015 to July 1, 2041, with interest rates ranging from 3.0% to 5.8% payable semiannually.......... 326,435

Grant and Revenue Anticipation Bonds, Series 2008 (GARVEE bonds), maturing in annual installments ranging from
$38,000 to $48,865 from March 1, 2015, to March 1, 2020, with an interest rate of 4.3% payable semiannually to finance

the Intercounty Connector Highway Project........ ... ... 259,345
Passenger Facility Charge Revenue Bonds, Series 2012A, maturing in annual installments of $1,870 to $3,780 from June 1,

2015 to June 1, 2032, with interest rates ranging from 0.7% to 4.3% payable semiannually................................ 47,275
Series 2012 Revenue Refunding Bonds maturing in annual installments of $3,615 to $6,225, from July 1, 2016 to July 1,

2029, with interest rates ranging from 3.0% to 5.0% payable semiannually ................. ... ... 67,610
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Passenger Facility Charge Revenue Bonds, Series 2012B, maturing in annual installments of $5,570 to $7,765 from June 1,

2015 to June 1, 2027, with interest rates ranging from 0.6% to 2.7% payable semiannually............................... 86,610
Variable Passenger Facility Charge Revenue Bonds, Series 2012C, via sinking fund payments of $43,400 through June 1,

2032, with a current variable rate of L0000 ... ... .. 43,400
UNamoOrtiZed PremMiUML ..o e 63,221
L0 L $ 3,242,531

Revenue bonds are payable solely from the revenues of the transportation facilities projects. Capital assets constructed for
BWI facilities, WMATA Metrorail and the Calvert Street Parking Project are not capital assets of the Authority. Capital
appreciation bonds payable and TIFIA bonds included accreted amounts of $4,330,000, and $13,519,000, respectively, as of
June 30, 2014.

Grant and Revenue Anticipation Bonds (GARVEE Bonds) are payable from a portion of Maryland’s future Federal highway
aid and other pledged monies. These bonds are not general obligations of the Authority or legal obligations of the Maryland
Department of Transportation or the State.

Subsequent to June 30, 2014, on July 1, 2014, the Authority redeemed with cash $54,495,000, of the remaining outstanding
Transportation Facilities Projects Revenue Bonds, Series 2004. On September 24, 2014, the Authority sold Lease Revenue
Refunding Bonds, Series 2014, to fully redeem $29,040,000, of Lease Revenue Bonds, Series 2004, in order to achieve debt
service savings.

Obligations Under Capital Leases —

Obligations of business-type activities under capital leases as of June 30, 2014, were as follows (amounts expressed in

thousands).
Maryland Lottery and Gaming

Years Ending June 30, Control Agency (MLGCA)
2005, $ 9,287
2006, 8,680

Total minimum lease payments............................ 17,967

Less: Imputed interest....................c . 487

Present value of net minimum lease payments............. $ 17,480

The MLGCA has entered into lease agreements for certain on-line gaming system equipment and a computer system. As of
June 30, 2014, assets acquired under leases and the related accumulated amortization totaled $68,286,000, and $57,933,000,
respectively, and were included in capital assets in the Statement of Net Position, Business-type Activities.

Department of Housing and Community Development (DHCD) State Funded Loan Programs — Note Payable

In April 2010, the DHCD obtained a loan from the John D. and Catherine T. MacArthur Foundation to preserve affordable
housing for low-income persons and families near military bases in counties in Maryland impacted by the Base Realignment
and Closure initiative (BRAC). In fiscal year 2012, several Maryland counties committed matching funds for participation in
the BRAC. As of June 30, 2014, total notes payable for BRAC are $4,472,000. This balance includes the loans received from
the MacArthur Foundation as well as several Maryland counties. The loans bear interest at the rate of 2%, and are committed
for no less than 10 years.

C. Notes and Revenue Bonds Payable — Component Units:

Higher Education —

Certain State higher education institutions have issued revenue bonds for the acquisition, renovation, and construction of
student housing and other facilities. Student fees and other user revenues collateralize the revenue bonds. Interest rates range

from 2.0% - 6.1% on the revenue bonds.

Debt service requirements to maturity were as follows (amounts expressed in thousands):
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Notes Payable and

Other Long-Term Debt Revenue Bonds

Year Ending June 30, Principal Interest Principal Interest
2005, $ 6,991 $ 1,149 $ 85,165 $ 53,232
2016, .. 6,492 1,033 89,270 49,475
2007, 5,383 923 88,890 45,447
2008, 4,263 1,231 88,195 41,531
2000, 3,286 1,559 88,405 37,525
2020-2024. ... . 48,948 4,484 385,575 132,734
2025-2029. ... 468 274,610 60,107
2030-2034. .. 114,040 10,402
2035-2039. ... 945 90
Total ... 75,831 10,379 1,215,095 430,543
Accumulated accreted interest, premiums and discounts. . . 73,302

Total ... $ 75,831 $ 10,379 $1,288,397 $ 430,543

The bonds issued are the debt and obligation of the issuing higher education institutions and are not a debt and obligation of,
or pledge of, the faith and credit of the State.

As of June 30, 2014, higher education institutions have defeased debt outstanding of $165,028,000, resulting from the
refunding of previously issued debt. Accordingly, the trust account assets and the liability for the defeased bonds were not
included in these financial statements.

As of June 30, 2014, cash and investments were held by the trustees for the higher education institutions in the amount of
$118,020,000, for the University System of Maryland (System), $119,000, for St. Mary’s College of Maryland, and $4,624,000,
for Morgan State University.

On February 5, 2014, University System of Maryland issued $139,900,000, of 2014 Series A Bonds and $11,580,000,
of 2014 Refunding Series B Bonds at interest rates ranging from 2.0% to 5.0% maturing from 2015 to 2034 for
refinancing, construction, and university facilities renewal. The reduction in future debt service was $583,000. The
economic gain on the transaction was $560,000.

Obligations under capital leases of $13,561,000, existed as of June 30, 2014, and bore interest at annual rates ranging from
1.0% to 6.8%.

Maryland Stadium Authority (Authority) — Revenue Bonds:

Debt service requirements to maturity for Maryland Stadium Authority revenue bonds and notes payable were as follows
(amounts expressed in thousands).

Years Ending June 30, Principal Interest
200D, $ 35,340 $ 8,258
2008, 21,385 7,082
20T 20,899 6,208
2008, 21,738 5,290
2000 22,251 4,319
2020-2024 . .o 60,649 10,636
2025-2026 . ... 12,615 1,252
TOtal . 194,877 43,045
Unamortized premium net of unamortized discounts .................. 7,022
Total .o $ 201,899 $ 43,045

The Authority has issued various lease revenue bonds and notes to finance the construction of the baseball and football
stadiums, convention center expansions in Baltimore City and the Town of Ocean City and certain other facilities. The
outstanding debt is to be repaid through capital lease payments from the State, as the State has entered into capital lease
arrangements for the use of the facilities financed with the debt proceeds.

As of June 30, 2014, the Authority had outstanding revenue bonds for the construction, renovation and expansion of
certain facilities as follows (amounts expressed in thousands).
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Outstanding Interest Maturity

Facility Amount Rates Date
Baseball Stadium........................ $ 86,411 0.8% t0 6.1% December 15, 2023
Football Stadium................................ 59,255 Variable March 1, 2026
Baltimore City Convention Center............ 4,765 Variable December 15, 2014
Ocean City Convention Center................ 2,755 2.3% December 15, 2015
Hippodrome Performing Arts Center.......... 16,381 0.7% to 2.5% June 15, 2022
Montgomery County Conference Center...... 14,248 4.0% to 5.0% June 15, 2024
Camden Station....................... ... 6,460 3.0% to 5.2% December 15, 2024
Camden Yards Complex....................... 11,624 1.3% t0 5.6% January 1, 2018
Total.......... $ 201,899

12. Insurance:

The self-insurance liabilities represent the State’s liability for its various self-insurance programs. The State is self-insured
for general liability, property and casualty, worker’s compensation, environmental and anti-trust liabilities and certain employee
health benefits. Commercial insurance coverage is purchased for specialized exposures such as aviation hull and liability,
steam boiler coverage and certain transportation risks. There were no significant reductions or changes in the commercial
insurance coverage from the prior year, and the amount of settlements have not exceeded insurance coverage for any of the past
three fiscal years.

All funds, agencies and authorities of the State participate in the self-insurance program (Program). The Program, which is
accounted for in the general fund, allocates the cost of providing claims servicing and claims payment by charging a “premium”
to each fund, agency or public authority, based on a percentage of each organization’s estimated current-year payroll or based
on an average loss experienced by each organization. This charge considers recent trends in actual claims experience of the
State as a whole and makes provision for catastrophic losses.

The Program’s liabilities are reported when it is probable that a loss has occurred and the amount of that loss can be
reasonably estimated. Liabilities include an amount for claims that have been incurred but not reported. Because actual claims
liabilities depend on such complex factors as inflation, changes in legal doctrines, and damage awards, actual claims paid could
differ from these estimates. Claims liabilities are reevaluated periodically to take into consideration recently settled claims, the
frequency of claims and other economic and social factors. Non-incremental claims adjustment expenses have been included as
part of the liability for claims and adjustments for the general liability, property and casualty, workers’ compensation,
environmental and anti-trust liabilities. Liabilities for incurred workers’ compensation losses to be settled by fixed or
reasonably determinable payments over a long period of time are reported at their present value using a 4% discount rate. The
worker’s compensation and property and casualty costs are based upon separately determined actuarial valuations for the
following fiscal years ending. The employee health benefits liability is calculated based on claims subsequently reported and
claims trends.

Changes in the self-insurance liabilities during the fiscal year 2014 were as follows (amounts expressed in thousands).

Beginning of Claims and End of Amounts

Fiscal Year Changes in Claim Fiscal Year Due Within
Liability Estimates Payments Liability One Year
Property, casualty and general liability............ $ 16,644 $ 9,803 $ 9,761 $ 16,686 $ 8,705
Employee health benefits...................... ... 99,500 1,259,900 1,253,500 105,900 105,900
Workers' compensation............................ 228,064 62,193 56,897 233,360 26,466
Governmental activities self-insurance costs. ... .. 344,208 1,331,896 1,320,158 355,946 141,071
Business-type activities workers' compensation. .. 12,350 3,485 2,655 13,180 2,043
Component units workers' compensation.......... 35,829 9,755 7,220 38,364 5,946
Total self-insurance costs........................... $ 392,387 $1,345,136 $1,330,033 $407,490 $149,060

As of June 30, 2014, the Program held $296,409,000, in cash and investments designated for payments of these claims.

Changes in the self-insurance liabilities during fiscal year 2013 were as follows (amounts expressed in thousands):
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Amounts

Beginning of Claims and End of Due

Fiscal Year Changes in Claim Fiscal Year Within
Liability Estimates Payments Liability One Year

Property, casualty and general liability................ $ 16,717 $ 9,079 $ 9,152 $ 16,644 $ 7,075
Employee health benefits.............................. 91,450 1,172,197 1,164,147 99,500 99,500
Workers' compensation.....................oooi 224,076 56,359 52,371 228,064 26,790
Governmental activities self-insurance costs......... 332,243 1,237,635 1,225,670 344,208 133,365
Business-type activities workers' compensation....... 11,851 3,468 2,969 12,350 1,914
Component units workers' compensation.............. 35,882 6,981 7,034 35,829 5,553
Total self-insurance Costs. . ...........ccoooeviiii... $379,976  $1,248,084 $1,235,673 $392,387 $140,832

As of June 30, 2013, the Program held $342,060,000, in cash and investments designated for payments of these claims.

13. Fund Equity:

The unrestricted deficit for governmental activities on the government-wide statement of net position is $12,086,503,000. A
portion of the deficit results from the State incurring a debt for the purposes of capital acquisition and construction on behalf of
local governments and private organizations. Since the incurrence of this debt does not result in capital assets of the State, the
debt is not reflected in the net position category, net investment in capital assets, but rather in the unrestricted net position
category. As of June 30, 2014, the State had reported outstanding general obligation bonds and capital leases applicable to
these non-State projects of $5,526,959,000. Without State financing for these capital assets, the State would have reported an
unrestricted deficit for governmental activities in the amount of $6,559,544,000.

The statement of net position for the primary government reported $2,288,041,000 of restricted net position, including

$207,499,000, restricted by enabling legislation.

Detail of the fund balance categories and classification shown in the aggregate on the governmental funds balance sheet is

as follows (amounts in thousands):

Special Revenue

Maryland Other Total
Department of Governmental Governmental
General Transportation Funds Funds
Fund balances:
Nonspendable - Prepaid items, inventories
and long-term loans and notes receivable........... $ 495542 $ 192,871 $ 688,413
Restricted:
Debtservice ... $ 207,499 207,499
Other purposes ..........coovviiieeiiiieen, 6,501 6,501
Committed:
State Reserve Fund......................... 772,533 772,533
Maryland Health Insurance Plan.................. 138,406 138,406
AIDS Drug Assistance............................ 66,420 66,420
Community Health Resource Commission....... 13,867 13,867
Other health and mental hygiene.................. 73,940 73,940
Aid for higher education.......................... 13,929 13,929
Human resources. ..., 2,053 2,053
Publicsafety......................oooo 74,323 74,323
Transportation....................ooociiinn. 162,268 162,268
Mortgage Services Settlement Fund.............. 40,403 40,403
Public Utility Customer Investment Fund........ 81,555 81,555
Other judicial ..........................oo 34,047 34,047
Labor, licensing and regulation................... 25,831 25,831
Outdoor recreation..................cooeviiin.. 29,036 29,036
Watershed services ....................cooooient. 24,264 24,264
Waterway improvements......................... 16,018 16,018
Ocean beach replenishment. ..................... 7,587 7,587
Other natural resources and recreation........... 24,266 24,266
Housing and community development........... 7,609 7,609
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Environment............... 29,207 29,207

Agriculture ... 14,843 14,843
Business and economic development. ........... 16,331 16,331
Capital projects. ... 628,816 628,816
Other pUrpoSeS ... ...ooviei e 47,116 47,116
Unassigned ... (916,302) (414,043) (1,330,345)
Total fund balances $ 1,139,325 $ 355,139 $ 422,272 $ 1,916,736

A portion of the general fund’s committed fund balance, in the amount of $772,533,000, as of June 30, 2014, includes the
State Reserve Fund, which consists primarily of the Revenue Stabilization Account with a balance of $763,588,000. The
Revenue Stabilization Account is authorized in Section 7-311 of the State Finance and Procurement Article, Annotated Code of
Maryland. Appropriations are required to the Revenue Stabilization Account when the unappropriated general fund surplus of
the second preceding fiscal year exceeds $10,000,000. Appropriations are also required in years when the account balance is
less than 7.5% of estimated general fund revenues. If the account balance is at least 3% but less than 7.5%, an appropriation of
$50,000,000, or whatever lesser amount is necessary to bring the account balance to 7.5% of estimated general fund revenues is
required; if the account balance is less than 3%, the required appropriation is $100,000,000.

Transfer of funds from the Revenue Stabilization Account may occur only to support the operation of State government on a
temporary basis and only in amounts that are not otherwise offset by reductions made by the General Assembly in the general
fund appropriations. These circumstances are not expected to occur routinely.

Transfer of funds from the account that does not result in a balance below 5% of estimated general fund revenues must be
authorized by (1) an act of the General Assembly or (2) a specific provision of the State budget bill as enacted. Transfers
resulting in a balance below 5% must be authorized by an act of the General Assembly other than the budget bill. The use of a
budget amendment for fund transfer is prohibited.

The unrestricted deficit in net position in other enterprise funds of $11,733,000, for the Economic Development Insurance
Programs occurred because of restrictions for insuring mortgages.

14. Segment Information:

The State’s Economic Development Loan Program contains two separately identifiable activities that have separately issued
revenue bonds outstanding; housing loans of the Community Development Administration and water quality loans and grants of
the Maryland Water Quality Administration.

The Community Development Administration (CDA) has issued revenue bonds, the proceeds of which were used for
various mortgage loan programs. The assets of the loan program and revenues of each mortgage loan program are pledged as
collateral for the revenue bonds. The bond indentures require the CDA to separately account for the identifiable activity’s
revenues, expenses, gains and losses, assets and liabilities.

The Maryland Water Quality Administration has issued revenue bonds to encourage capital investment for wastewater
treatment systems and bay restoration. These bonds are payable solely from, and secured by, the revenue, money or property of
the Maryland Water Quality Administration. The bond indentures require separate accounting for the identifiable activity’s
revenues, expenses, gains and losses, assets and liabilities.
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Summary financial information for the two loan programs is presented below:

Condensed Statement of Net Position
As of June 30, 2014
(Expressed in Thousands)

Community Development

Administration

Maryland Water Quality
Administration

Assets:
Current restricted assets............................ $ 781,365
Non-current restricted assets. ...................... 2,233,772
Total assets. ...l 3,015,137
Liabilities
Current liabilities. .................................. 235,842
Non-current liabilities.............................. 2,376,842
Total liabilities. ............................... 2,612,684
Net position:
Restricted. ..................... 402,453
Total net position............................. $ 402,453

$ 62,126
378,157
440,283

9,072
179,075
188,147

252,136
$ 252,136

Condensed Statement of Revenues, Expenses and Changes in Net Position

For the Year Ended June 30, 2014
(Expressed in Thousands)

Community Development
Administration

Maryland Water Quality
Administration

Operating income (expenses):

Interest on loan income............................ $ 107,545
Other operating revenues. ......................... 8,295
Other operating expenses.......................... (61,985)
Operating Income............................. 53,855
Non-operating revenues (EXpenses) ................... (65,506)
Change in net position............................. (11,651)
Total net position - beginning, as restated......... 414,104
Total net position -ending.................. $ 402,453

$ 5,500

(113.916)
(108,416)
(47.635)
(156,051)
408,187

$ 252,136

Condensed Statement of Cash Flows
For the Year Ended June 30, 2014

(Expressed in Thousands)

Community Development
Administration

Maryland Water Quality
Administration

Net cash from:

Operating activities................................ $ 242,210

Non-capital financing activities................... (1365,661)

Investing activities........................ 137,343
Beginning cash and cash equivalents. . .. 493,274
Ending cash and cash equivalents........ $ 507,166

$ (57,834)
52,788
5,100
16
$ 70
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15. Retirement Benefits:
Maryland State Retirement and Pension System (System):

The State is a sole employer in the cost-sharing multiple-employer public employee retirement system established by the
State to provide pension benefits for State employees (other than employees covered by the Maryland Transit Administration
Pension Plan described below) and employees of 138 participating political subdivision or other entities within the State.

The System is made up of two cost sharing pools: The “State Pool” and the “Municipal Pool”. Neither pool participates in
the liabilities of the other. The non-State entities that participate within the System receive separate actuarial valuations in order
to determine their respective funding levels and actuarial liabilities. The non-state entities’ only liability is to make the
contribution determined by the System. Retirement benefits are paid from the System’s pooled assets rather than from assets
relating to a particular plan participant. If the required contribution of municipal pool members is insufficient to fund the
actuarial liabilities of the pool, the contribution is required to be revised. Remaining members of the municipal pool are required
to make the payment of benefits to all employees vested with the pool. The State of Maryland is the statutory guarantor for the
payment of all pensions, annuities, retirement allowances, refunds, reserves, and other benefits if the municipal pool is unable to
pay benefits. The System is legally authorized to use all assets accumulated for the payment of benefits to pay such obligations
to any plan member or beneficiary as defined by the terms of the plan. The System is accounted for as a single plan as defined
by the codification of the Governmental Accounting Standards Board (GASB) for accounting for defined benefit pension plans.

The System prepares a separately audited Comprehensive Annual Financial Report, which can be obtained from the
Maryland State Retirement and Pension System, 120 E. Baltimore Street, Suite 1600, Baltimore, Maryland 21202-1600.

Plan Description:

The System is administered in accordance with the State Personnel and Pensions Article of the Annotated Code of Maryland
and consists of several plans which are managed by the System’s Board of Trustees. All State employees and employees of
participating entities are covered by the plans.

“Retirement System” — retirement programs for substantially all State employees, teachers, State Police and judges who are
not members of the State Pension System.

“Pension System” — retirement programs for employees and teachers hired after January 1, 1980, and prior employees who
elected to transfer from the Retirement System.

The System provides retirement, death and disability benefits in accordance with State statutes. For participants enrolled prior
to July 1, 2011, vesting occurs after five years of service. A member terminating employment before attaining retirement age,
but after completing five years of service becomes eligible for a vested retirement allowance provided the member does not
withdraw his or her accumulated contributions. Members of the Retirement System may retire with full benefits after attaining
the age of 60, or completing 30 years of service credit, regardless of age. Members of the Pension Systems may retire with full
benefits after attaining the age of 62 with five years of service, or after completing 30 years of service credit, regardless of age.
State Police members enrolled prior to July 1, 2011, may retire with full benefits after attaining age 50, or completing 22 years of
service credit, regardless of age. Members of the Law Enforcement Officers System may retire with full benefits at age 50, or
completing 25 years of service credit, regardless of age.

The annual benefit for Retirement System members is equal to 1/55 (1.8%) of the member’s highest three-year average final
salary multiplied by the number of years of service credit. A member may retire with reduced benefits after completing 25 years
of service, regardless of age. A member of the Pension System enrolled prior to July 1, 2011, will generally receive, upon
retirement, an annual service retirement allowance equal to 1.2% of the member’s highest three-consecutive year average final
salary multiplied by the number of years of service credit on or before June 30, 1998, plus 1.8% of the highest three-consecutive
year average final salary multiplied by the number of years of service credit after June 30, 1998. The annual benefit for a
Pension System member who is employed by a participating governmental unit that does not provide enhanced pension benefits
is equal to 0.8% of the member’s highest three-consecutive year average final salary multiplied by the number of years of service
credit, with a provision for additional benefits for compensation earned in excess of the Social Security Integration Level base.
A member of either type of pension system enrolled prior to July 1, 2011, may retire with reduced benefits after attaining age 55
and completing 15 years of service.

For new Pension System members hired on or after July 1, 2011, benefit reforms enacted during the 2011 Legislative Session
establish the pension benefit multiplier at 1.5% rather than 1.8%, calculate average final compensation based on the five highest
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consecutive years of service rather than the three highest, and allow vesting after ten years of eligible service rather than five
years.

The annual retirement allowance for a State Police member is equal to 2.55% of the member’s highest three-year average
final salary multiplied by each year of service and may not exceed 71.4% of member’s three years average final compensation.
The annual retirement allowance for a member of the Law Enforcement Officers Pension System (LEOPS) is 2.0% of the
member’s highest three-consecutive year average final salary (AFC) multiplied by each year of service up to a maximum of 30
years plus 1.0% AFC of accumulated credible service in excess of 30 years. Neither the State Police Retirement System nor Law
Enforcement Officers Pension System provide for an early retirement. Other reforms similar to those enacted for System
employees and teachers were enacted for other systems in the State Pool.

Funding Policy:

In accordance with the State Personnel and Pensions Article of the Annotated Code of Maryland, employer contribution rates
and the actuarial accrued liability are established by annual actuarial valuations using the entry age normal cost method and other
actuarial assumptions adopted by the Board of Trustees. Effective July 1, 1980, in accordance with the law governing the
System, all benefits of the System are funded in advance. The entry age normal cost method is the actuarial cost method used to
determine the employers’ fixed percentage of their regular salaries and wages, 7% or 5%, depending on the retirement plan
selected. Under the 2011 Pension Reforms, members of the Pension System are required to contribute to the System 7% of their
regular salaries and wages. Members of the Pension System who are employed by a participating government that does not
provide enhanced pension benefits are required to contribute to the System 5% of the regular salaries and wages that exceed the
Social Security wage base. State Police members are required to contribute 8% of their regular salaries and wages to the System.
Members of the Law Enforcement Officers Pension System are required to contribute 7% of earnable compensation. All
contributions are deducted from each member’s salary, and the resulting payments are remitted to the System on a regular and
periodic basis.

The contribution requirements of the System members, as well as the State and participating governmental employers, are
established and may be amended by the General Assembly of the State of Maryland. Effective July 1, 2002, State law provides
that the contribution rates may be more or less than the actuarially determined rates for the Employees’ Retirement and Pension
Systems and the Teachers’ Retirement and Pension Systems. Contributions to these Systems are based on the Modified Corridor
Funding Method which establishes a budgetary contribution rate. As initially established, this method effectively maintained the
contribution rate in effect for the Teacher’s and Employees’ combined systems during the preceding fiscal year (as adjusted for
any legislative changes in benefit structure) as long as such systems remained between 90 percent and 110 percent funded. If
either system fell below 90 percent funded (i.e. below the corridor), then the contribution rate in effect for the subsequent fiscal
year would be the rate in effect for the preceding fiscal year plus 20 percent of the difference between the current fiscal year full
funding rate and the prior fiscal year contribution rate. Conversely, if either system exceeds 110 percent funded (i.e., above the
corridor), then the contribution rate in effect for the subsequent fiscal year will be the rate in effect for the preceding fiscal year
minus 20 percent of the difference between the current fiscal year full funding rate and the prior fiscal year contribution rate.
The methodology for computing the State’s employer contribution rates for the Law Enforcement Officers’ Pension System,
State Police Retirement System and the Judges’ Retirement System remains unchanged. For each of these three systems, the
employer contribution rate is equal to the sum of the normal contribution and the accrued liability contribution rates.

The Board adopted new economic assumptions for the June 30, 2014 valuation, in particular, an investment return
assumption of 7.65% and an inflation assumption of 2.90%. The COLA, salary increase and payroll growth assumptions have
also changed as a result of the change in the inflation assumption.

The net change due to the aforementioned items to the actuarial accrued liability (AAL) was $62 million for the combined
State and Municipal Systems, as of June 30, 2014.

The benefit attribution method was changed for the Teachers’ Combined System and the Employees” Combined System
resulting in a change to the AAL of $208 million for the combined State and Municipal Systems.

Disabled mortality tables were adjusted for State Police and LEOPS resulting in a change to the AAL of $50 million for the
combined State and Municipal Systems.

During fiscal year 2014, for the State Pool, the State paid $1,592,376,000, of the required contribution totaling
$2,190,348,000, which was 16.4% of covered payroll and 72.7% of the required payment. The difference represents an
additional pension cost liability in the government-wide statement of net position. The State makes non-employer contributions
to the System for local school system teachers. The covered payroll amount includes amounts for employees for whom the State
pays retirement benefits, but does not pay the payroll. As of June 30, 2014, the State’s membership includes 167,816 active
members, 45,416 vested former members, and 126,558 retirees and beneficiaries.
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In the First Special Session of 2012, the General Assembly enacted legislation that requires local school boards to pay a
portion of the actuarially determined normal cost of local teachers' retirement phased in beginning in fiscal year 2013 until fiscal
year 2017 when the local school boards will pay 100% of normal cost.

The annual pension cost and net pension obligation as of June 30, 2014, were as follows (amounts expressed in thousands).

Law
Teachers’ Employees’ State Police Judges’ Enforcement
Retirement and Retirement and Retirement Retirement Officers’
Pension System Pension System System System Pension System
Annual required contribution............... $ 1,358,991 $ 689,173 $ 64,325 $ 21,109 $ 46,117
Interest on net pension obligation........... 106,520 114,710 4,570
Actuarial adjustment to
annual required contribution.............. (105,872) (105,829) (3,466)
Annual pensioncost ........................ 1,359,639 698,054 65,429 21,109 46,117
Contributionsmade. ........................ 1,000,192 468,714 56,244 21,109 46,117
Increase in net pension obligation .......... 359,447 229,340 9,185
Net pension obligation, beginning of year .. 1,383,375 1,489,746 59,348
Net pension obligation, end of year. ........ $1,742,822 $ 1,719,086 $ 68,533 $ - $ -
Amortization period (years rolling)......... 19.0 21.3 30.0 13.9 15.5

Three year historical trend information for the System (State Pool) was as follows (amounts expressed in thousands).

Annual Pension Cost
As of June 30
Plan 2014 2013 2012
Teachers' Retirement and Pension System. . .. $ 1,359,639 $1,267,961  $1,292,651
Employees' Retirement and Pension System. . 698,054 658,024 619,979
State Police Retirement System............... 65,429 60,273 55,262
Judges' Retirement System ................... 21,109 24,062 24,077
Law Enforcement Officers' Pension System. .. 46,117 41,048 41,868

Percentage of Annual Pension Cost Contributed

As of June 30

Plan 2014 2013 2012
Teachers' Retirement and Pension System. ... 74% T7% 71%
Employees' Retirement and Pension System. . 68 66 59
State Police Retirement System............... 87 85 86
Judges' Retirement System ................... 100 100 100
Law Enforcement Officers' Pension System. .. 100 100 100

Net Pension Obligation
As of June 30
Plan 2014 2013 2012
Teachers' Retirement and Pension System. . .. $1,742,822 $1,383,375  $1,096,418
Employees' Retirement and Pension System. . 1,719,086 1,489,746 1,265,385
State Police Retirement System............... 68,533 59,348 50,404

Judges' Retirement System ...................
Law Enforcement Officers' Pension System. ..
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Funded status and Funding Progress:

The funded status of each plan for both the State and Municipal Pools, as of June 30, 2014, the most recent valuation date,

was as follows (amounts expressed in thousands):

Actuarial (Unfunded AAL)
Acturial Accrued (Unfunded AAL) /EXcess
Value of Liability /Excess of asa
Plan (AAL) Assets Funded Covered Percentage of
Plan Assets Entry Age over AAL Ratio Payroll Covered Payroll
State Pool
Teachers' Retirement and Pension System....  $26,067,577 $36,882,587 $(10,815,010) 70.68%  $6,310,253 171)%
Employees' Retirement and Pension System. . 11,039,950 17,823,007 (6,783,057) 61.94 3,177,701 (213)
State Police Retirement System.............. 1,241,758 1,966,572 (724,814) 63.14 85,660 (846)
Judges' Retirement System .................. 389,072 459,447 (70,375) 84.68 42,313 (166)
_Law Enforcement Officers” Pension System. . 538,907 895,689 (356,782) 60.17 93,027 (384)
Total State Pool ........................... $39,277,264 $58,027,302  $(18,750,038) 67.69% $ 9,708,954 (193)%
Municipal Pool
Employees’ Retirement and Pension System..  $ 3,507,439 $4,236,757 $ (729,318) 82.79% $ 1,037,279 (70)%
Law Enforcement Officers’ Pension System. . 193,426 326,448 (133,022) 59.25 52,646 (253)
Correctional Officers’ Retirement System ... .. 18,827 19,685 (858) 95.64 4,752 (18)
Total Municipal Pool....................... $3,719,962  $4,582,890 $ (863,198) 81.16% $ 1,094,677 (79)%

The significant actuarial assumptions listed below were used in the actuarial valuation as of June 30, 2014, the most recent

valuation date.

Valuation method. ...
Cost method of valuing assets .......................oooiat.

Rate of return oninvestments ..................................
Projected payroll growth including wage inflation at 3.4%. . ...
Discountrate. . ..... ..o
Postretirement benefitincrease.................................

Mortality . ...
Amortizationmethod. ................... ..

Amortizationperiod................
Status of period (OpenorClosed) ..............................

Individual Entry Age Normal Cost Method
Five-year smoothed market (maximum 120% and minimum
80% of market value)

7.65%

3.40%-10.65%

7.65%

2.65% - 3.40% for service prior to July 1, 2011
1.68% - 3.40% for service after June 30, 2011
(depending on system and provisions)
RP-2000 Combined Healthy Mortality Table
projected to the year 2025

Level Percentage of Payroll

24 years as of June 30, 2014 for all UAAL
Closed

GASB Statement No.67 replaced current accounting standards for reporting pension plan information beginning in fiscal year
2014. Employer accounting for pension continues to be based on previously-existing standards, such as calculation of the
actuarial accrued liability pension cost, and net pension obligation. GASB Statement N0.68, which will affect employer pension
accounting beginning in fiscal year 2015, will use the assumptions and methods included in Statement No.67. The System’s
report can be found at http://www.sra.maryland.gov/Agency/Downloads/CAFR/CAFR-2014.pdf. The significant provisions of

GASB Statement No.67 include:

e Reporting a Total Pension Liability (TPL) , similar to an accrued actuarial liability, and basing future employer

funding on the amortization of this amount;

e Using a blended discount rate to calculate future liabilities for accounting purposes, to the extent that assets
attributable to current members are not sufficient to pay all benefit payments;

e Using the market value of assets to calculate net pension liability, similar to the unfunded accrued actuarial liability.

The TPL at beginning of the measurement year is measured as of a valuation date of July 1, 2013. The TPL at the end of the
measurement year, June 30, 2014, is measured as of a valuation date of July 1, 2014.
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The components of the net pension liability are as follows (amounts expressed in thousands):

Law

Teachers’ Employees’ Enforcement

Retirement Retirement State Police Judges’ Officers’

and Pension  and Pension  Retirement Retirement Pension

System Systems System System System Total

Total pension liability ........... $37,324936  $22,097,648 $1,976,338 $ 460,230 $1,227,567 $63,086,719
Plan fiduciary net position. . ..... (27,491,055)  (15,365,014)  (1,306,547) (408,883) (768,489)  (45,339,988)
Employer net pension liability. . . $ 9,833,881 $ 6,732,634 $ 669,791 $ 51,347 $ 459,078  $17,746,731
Plan fiduciary net position as a
percentage of the total pension
liability. ......................... 73.65% 69.53% 66.11% 88.84% 62.60% 71.87%

A single discount rate of 7.65% was used to measure the total pension liability. This single discount rate was based on the
expected rate of return on pension plan investments of 7.65%. 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 plan’s 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.

Regarding the sensitivity of the net pension liability to changes in the single discount rate, the following presents the plan’s
net pension liability, calculated using a single discount rate of 7.65%, as well as what the plan’s net pension liability would be if
it were calculated using a single discount rate that is 1-percentage-point lower or 1-percentage-point higher (amounts expressed
in thousands):

1% Decrease Discount 1% Increase

System 6.65% Rate 7.65% 8.65%
State Pool
Teachers’ Retirement and Pension System.................. $14,572,359 $ 9,833,881 $ 5,872,403
Employees’ Retirement and Pension System............... 8,286,104 6,175,026 4,395,518
State Police Retirement System............................. 924,726 669,790 461,757
Judges’ Retirement System......................o 98,744 51,348 10,848
Law Enforcement Officers’ Pension System................ 446,763 330,520 234,877
Total State Pool’s Net Pension Liability.................. $24,328,696 $17,060,565 $10,975,403
Municipal Pool
Employees’ Retirement and Pension System............... $1,065707 $ 557,462 $ 127,677
Law Enforcement Officers’ Pension System................ 177,885 128,558 88,452
Correctional Officers’ Retirement System.................. 2,985 146 (2,194)
Total Municipal Pool’s Net Pension Liability........... $1,246577 $ 686,166 $ 213,935

The annual money-weighted rate of return, net of investment expenses, on System investments for the year ended June 30,
2014, was 14.4%. A money- weighted rate of return expresses investment performance, net of pension plan investment expense,
adjusted for the changing amounts actually invested.

Maryland Transit Administration Pension Plan (Plan):

The Plan is a single employer non-contributory plan, which covers all Maryland Transit Administration (Administration)
employees covered by a collective bargaining agreement and all those management employees who were employed by the
Baltimore Transit Company. In addition, employees who enter the management group as a result of a transfer from a position
covered by a collective bargaining agreement maintain their participation. The Maryland Transit Administration was given
authority to establish and maintain the Plan under Transportation Article, Section 7-206(b)2(ii), of the Annotated Code of
Maryland. The Plan is administered and funded in compliance with the collective bargaining agreements. The Plan prepares
separately audited financial statements, which can be obtained from the Maryland Transit Administration Pension Plan, William
Donald Schaefer Tower, 8 Saint Paul Street, Baltimore, Maryland 21202.
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Plan Description:

The Plan provides retirement, normal and early, death and disability benefits. Members may retire with full benefits at age
65 with five years of credited service or age 52 with 30 years of credited service. The annual normal retirement benefit is 1.4% -
1.6% (1.3% prior to September 8, 2002) of final average compensation multiplied by credited service, with minimum and
maximum benefit limitations. Participants are fully vested after five years of credited service (seven years for participants hired
after May 18, 2013).

As of June 30, 2014, membership in the Plan includes 2,639 active members, 480 vested former members, and 1,669 retirees
and beneficiaries. There were no investments in, loans to, or leases with parties related to the Plan. There were no Plan
investments representing 5 percent or more of total Plan assets. For the year ended June 30, 2014, the Administration’s covered
and total payroll was $135,545,000.

Funding Policy:

The Administration’s required contributions are based on actuarial valuations. The entry age normal cost method is the
actuarial cost method used to determine the employer’s contribution rates and the actuarial accrued liability. All administrative
costs of the Plan are paid by the Plan.

During fiscal year 2014, the administration paid $39,749,000, of the required contribution totaling $39,749,000, which was
29.3% of covered payroll and 100.0% of the required payment. The annual pension cost consisted of $6,364,000, normal cost
and $33,385,000, amortization of the actuarial accrued liability (4.7% and 24.6%, respectively, of covered payroll). The
liquidation period for the actuarial accrued liabilities starting at June 30, 2002, as provided by law, is 5 years from June 30, 2014.

Significant actuarial assumptions used to compute contribution requirements are the same as those used to compute the
annual pension cost and net pension obligations.

Annual Pension Cost and Net Pension Obligation:

The Administration’s annual pension cost and net pension obligation as of June 30, 2014, were as follows (amounts
expressed in thousands).

Annual required contribution (ARC)...................... $ 40,807
ARCadjustment................................ 290
Interest on net pension obligation.......................... (1,348)
Annual pension cost...................... 39,749
Less: Contributionsmade.......................oo 39,749
Increase in net pension obligation (asset).................

Net pension obligation (asset), beginning of year........ (17,616)
Net pension obligation (asset), end of year................ $ (17,616)
Amortization period. ... 12.1 years

The net pension asset of $17,616,000, is included in prepaid items in the governmental activities column of the government-
wide statement of net position.

Three year historical trend information for the Plan is as follows (amounts expressed in thousands).

Fiscal Years Ending Annual Pension Percentage of Net Pension
June 30, Cost (APC) APC Contributed Obligation (Asset)

2014 $39,749 100% $ (17,616)

2013 34,582 85 (17,616)

2012 32,859 115 (22,679)
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Funded Status and Funding Progress:

As of June 30, 2014, the most recent actuarial valuation date, the plan was 44.6% funded. The actuarial accrued liability for
benefits was $515,328,000, and the actuarial value of assets was $230,072,000, resulting in an unfunded actuarial accrued
liability (UAAL) of $285,255,000. The covered payroll (annual payroll of active employees covered by the plan) was
$135,545,000, and the ratio of the UAAL to the covered payroll was (210.5%).

The significant actuarial assumptions listed below were used in the actuarial valuation as of June 30, 2014, the most recent
valuation date.

Valuation method............................ Entry Age Normal, Level Dollar
Cost method of valuing assets............... Five year open period smoothing (Market Value vs.
Expected Actuarial Value)
Rate of return on investments................ 7.65%
InflationRate.................................. 3.5%
Rate of salary increase........................ 3.5%- 9.5%
Postretirement benefit increase.............. Preceding Year Consumer Price Index, capped at 3%
Mortality....................................... Non-Disabled Retirees-RP2000
Disabled Retirees-RP2000 Disabled Retiree Mortality
Amortization method......................... Level dollar (years depend on type of base)
Remaining amortization period.............. 12.1 years weighted average
Status of period (Open or Closed) .......... Closed

The assumptions and methods used in determining the actuarial accrued liability, and accordingly, the employer’s contribution,
are not the same as the assumptions and methods used in determining the total pension liability. The total pension liability (TPL) is
the portion of the actuarial present value of projected benefit payments that is attributed to past periods of employee service in
conformity with the requirements of GASB Statement No.67. The Plan’s report can be found on the Maryland Department of
Transportation’s website at the following link: http://www.mdot.maryland.gov/Office_of_Finance/index.html.

Differences between the two measurements result from the following,

e The TPL is based on the entry age normal level present of pay method whereas the employer’s contribution is based
on the entry age normal level dollar method;

e The TPL assumes an annual cost of living adjustment of 2.5% per year whereas the employer’s contribution
assumes no additional cost of living adjustments; and

e The TPL assumes the benefit cap will increase 2.0% per year whereas the employer’s contribution assumes no
further increase in the benefit cap.

The TPL at beginning of the measurement year is measured as of a valuation date of July 1, 2013. The TPL at the end of the
measurement year, June 30, 2014, is measured as of a valuation date of July 1, 2014.

The components of the net pension liability are as follows (amounts expressed in thousands).

Total pension liability................. $841,351
Less: Plan fiduciary net position. ... 211,303
Net pension liability............................... .. $630,048
Plan fiduciary net position as a percentage of total pension liability ......... 25.1%

Changes on the discount rate affect the measurement of the TPL. The discount rate as of June 30, 2014, is 5.24% which is a
blend of the assumed long-term expected rate of return of 7.65% (including administrative expenses of 0.65%) on Plan
investments and a municipal bond index rate of 4.29%. The long-term rate assumes a return made in accordance with
investments described in note 2.A. The municipal bond rate is determined from the Bond Buyer General Obligation 20-year
Bond Municipal Bond Index. Projections of the Plan’s fiduciary net position indicate that it is not expected to be sufficient to
make projected benefit payments for current plan member beyond June 30, 2034, and accordingly, the portion of future projected
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benefit payments beyond that date are no longer discounted at the long-term rate that are discounted at the municipal bond rate.
Employer contributions to the Plan are assumed to be made evenly throughout the year.

The Plan’s assets are allocated in accordance with investments described in Note 2.A. The net pension liability of the MTA
calculated using the discount rate of 5.24% as well as what the MTA’s net pension liability would be if it were calculated using a
discount rate that is 1% lower (4.24%) or 1% higher (6.24%) than the current rate, is as follows (amounts expressed in
thousands):

1% Decrease Discount Rate 1% Increase
4.24% 5.24% 6.24%
Total Pension Liability............................ $ 953,904 $ 841,351 $ 747,062
Plan Fiduciary Net Position....................... 211,303 211,303 211,303
Net Pension Liability............................. $ 742,601 $ 630,048 $ 535,759
Plan Fiduciary Net Position as a
Percentage of the Total Pension Liability..... 22.2% 25.1% 28.3%

The annual money-weighted rate of return, net of investment expenses, on Plan investments for the year ended June 30, 2014,
was 15.0%. A money- weighted rate of return expresses investment performance, net of pension plan investment expense,
adjusted for the changing amounts actually invested.

Deferred Compensation Plan (Plan):

The State offers its employees a deferred compensation plan (Plan) created in accordance with Internal Revenue Code
Sections 457, 403(b), 401(a) and 401(k). The Plan, available to eligible State employees, permits participants to defer a portion
of their salary until future years. Participation in the Plan is optional. The deferred compensation is not available to employees
until termination, retirement, death or unforeseeable emergency. State law provides that the Governor appoint the nine member
Board of Trustees of the State’s Supplemental Retirement Systems. The Board is responsible for the implementation,
maintenance and administration of the Plan.

The State of Maryland Match Plan and Trust was established by the State on July 1, 1999. The plan is designed to be a tax-
qualified 401(a) defined contribution matching plan under Internal Revenue Code Section 401(a). Under plan provision, the
State contributes to each participant’s account an amount equal to each participant’s contributions to the State’s Supplemental
Retirement Plan during the same plan year. By statute, the maximum amount contributed to this plan for each participant is $600
for each State fiscal year. An employee’s interest in his/her account is fully vested at all times. The match program continues to
be established and funded in statute. During the year ended December 31, 2013, the State suspended the match contribution.

For the plan year ended December 31, 2013, the State contributed $40,000, to the 401(a) plan and participants contributed
$58,119,000, $2,538,000, and $ 82,602,000, to the 457, 403(b), and 401(k) plans, respectively.

16. Other Postemployment Benefits, Health Benefits (OPEB):
State Employee and Retiree Health and Welfare Benefits Program:

Plan Description:

The State Employee and Retiree Health and Welfare Benefits Program (Plan) is a single-employer defined benefit healthcare
plan established by State Personnel and Pensions Article, Sections 2-501 — 2-516, of the Annotated Code of Maryland. The Plan
is self-insured to provide medical, hospitalization, prescription drug and dental insurance benefits to eligible state employees,
retirees and their dependents. State law grants authority to establish and amend benefit provisions to the Secretary of the
Department of Budget and Management (DBM). In addition, the Secretary shall specify by regulation the types or categories of
State employees who are eligible to enroll, with or without State subsidies, or who are not eligible to enroll.

The Postretirement Health Benefits Trust Fund (OPEB Trust) is established as an irrevocable trust under Section 34-101 of
the State Personnel and Pensions Article to receive appropriated funds and contributions which will be used to assist the Plan in
financing the State’s postretirement health insurance subsidy. The OPEB Trust is administered by the Board of Trustees for the
State Retirement and Pension System. A separate audited GAAP-basis postemployment benefit plan report is not available for
the defined benefit healthcare plan.

www.marylandtaxes.com 99



Funding Policy:

The contribution requirements of Plan members and the State are established by the Secretary. Each year the Secretary
recommends to the Governor the State’s share of the costs of the Plan. Funds may be separately appropriated in the State’s
budget for transfer to the OPEB Trust. Applicable administrative expenses are payable from the OPEB Trust, but may not
exceed $100,000 annually.

Generally, a retiree may enroll and participate in the health benefit options if the retiree retired directly from State service
with at least five years of creditable service, ended State service with at least ten years of creditable service and within five years
before the age at which a vested retirement allowance normally would begin, or ended State service with at least 16 years of
creditable service. For members hired on or after July 1, 2011, they are required to have completed at least 25 years of creditable
service, retired directly from State service with at least ten years of creditable service, or ended State service with at least ten
years of creditable service and within five years before the age at which a vested retirement allowance normally would begin. As
of July 1, 2014, the State’s Plan membership includes 79,043 active employees, 3,467 vested former employees, and 66,655
retirees and beneficiaries. Based on current practice, the State subsidizes approximately 50% to 85% of retiree premiums to
cover medical, dental, prescription and hospitalization costs, depending on the type of insurance plan. The Plan assesses a
charge to retirees for post-employment health care benefits, which is based on health care insurance charges for active
employees. For the fiscal year ended June 30, 2014, retiree plan members contributed $79,200,000, or approximately 16.4% of
total retiree premiums, and the State contributed $402,794,000. During fiscal year 2014, the State did not appropriate funds to
the OPEB Trust to prefund future OPEB costs.

Annual OPEB Cost and Net OPEB Obligation:

The State’s annual OPEB cost (expense) is calculated based on the annual required contribution (ARC) of the employer, an
amount actuarially determined in accordance with the parameters of GASB Statement No. 45. The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial
liabilities over a period not to exceed 30 years. The following table shows the components of the State’s annual OPEB cost, the
amount actually contributed to the Plan and the State’s net OPEB obligation as of June 30, 2014 (amounts expressed in
thousands).

Annual required contribution (ARC) ........................ $ 576,050
ARC AdJUSTMENT ... ..o (156,525)
Interest on net OPEB obligation — beginning of year......................... 160,947
Total Annual OPEB Cost (AOC) ...t 580,472
Less: Contributionsmade....................o 402,794
Increase in net OPEB obligation............................................... 177,678
Net OPEB obligation — beginning of year..................................... 3,787,000
Net OPEB obligation—endof year............................................. $ 3,964,678
Percentage of annual OPEB cost contributed 69.4%

Three year historical trend information for the Plan is as follows (amounts expressed in thousands):

Percentage of Net OPEB
Fiscal Years Ended, AOC AOC Contributed Obligation
6/30/2014. ... $ 580,472 69.4% $ 3,964,678
6/30/2013. .. ... 648,556 60.6% 3,787,000
6/30/2012. ... 718,744 53.7% 3,531,522
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Funded Status:

As of June 30, 2014, the most recent actuarial valuation date, the OPEB Trust was 2.8% funded. The actuarial accrued
liability for benefits was $8,964,286,000, and the actuarial value of assets was $250,110,000, resulting in an unfunded actuarial
accrued liability (UAAL) of $8,714,176,000. The ratio of the actuarial value of assets to the actuarial accrued liability was 2.8%.
The covered payroll (annual payroll of active employees covered under the Plan) was $4,803,627,000, and the ratio of the UAAL
to the covered payroll was (181.4%).

Actuarial Methods and Assumptions:

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the
probability of occurrence of events far into the future. Examples include assumptions about future employment, mortality, and
healthcare cost trends. Actuarially determined amounts are subject to continual revision as actual results are compared with past
expectations and new estimates are made about the future. Projections of benefits for financial reporting purposes are based on
the substantive plan (the plan as understood by the employer and the plan members) and include the types of benefits provided at
the time of each valuation and the historical pattern of sharing of benefit costs between the employer and plan members to that
point. The actuarial methods and assumptions used include techniques that are designed to reduce the effects of short-term
volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of the
calculations.

The accompanying schedules of funding progress and employer contributions following the footnotes present information
about the actuarial value of plan assets relative to the actuarial accrued liability for benefits and amounts contributed to the plan.

The actuarial method and significant assumptions listed below were used in the actuarial valuation as of June 30, 2014.

Actuarial costmethod............................ Entry Age Normal (percent of pay)

Asset valutation method............................... Five-year smoothed market

Rate of return on investments......................... 4.35%

Inflationrate............................................ 3.50%

Aggregate salary growth.............................. 3.50%

Method to determine blended rate................... 4.35% represents an unblended pay-go rate

Healthcare costtrend rate............................. Medical: Under 65 — 7.00% graded to 4.50% over 10 years

Over 65 —6.75% graded to 4.50% over 9 years
Prescription: 8.00% in 2014 graded to 5.00% over 12 years
Dental: 3.50%
Amortization method ............................. Level percentage of projected payroll
Amortization period. ... 30 years (open)

Maryland Transit Administration Retiree Healthcare Benefit:

The Maryland Transit Administration Retiree Healthcare Benefit (MTA OPEB) provides retiree health care benefits under a
collective bargaining agreement to all employees who are members of the MTA pension plan, except transfers from union to
management positions who are required to enroll in the State Employee and Retiree Health and Welfare Benefits Program. The
MTA currently funds retirees’ health care on a pay-as-you-go basis. The MTA does not currently have a separate fund set aside
to pay health care costs.

Plan Description:

The MTA OPEB provides medical, hospitalization, prescription drug, dental and vision insurance benefits to eligible MTA
employees, retirees and their dependents. Members are eligible at age 65 with five years of service or age 52 with 30 years of
service provided the member is enrolled in an MTA health plan at normal retirement. Members are also eligible at age 55 if the
sum of the participant’s age plus years of actual credited service equals at least 85 and the participant is enrolled in an MTA
health plan at early retirement. A separate audited GAAP-basis postemployment benefit plan report is not available for the
healthcare plan.
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As of June 30, 2014, 2,369 active employees and 1,381 retirees and beneficiaries were covered by healthcare insurance
provided by MTA.

Funding Policy:

Based on current practice, MTA subsidizes approximately 50% to 100% of retiree healthcare premiums depending on the
type of insurance plan and whether the retiree receives Medicare. Retirees make the same contribution as active employees,
however Medicare is handled separately.

Annual OPEB Cost and Net OPEB Obligation:

MTA’s annual OPEB cost is calculated based on the annual required contribution of the employer, an amount actuarially
determined in accordance with GASB Statement No. 45. The following table shows the components of MTA’s annual OPEB
cost, the amount actually contributed and MTA’s net OPEB obligation as of June 30, 2014 (amounts expressed in thousands).

Annual required contribution (ARC) ... $ 70,512

ARC AdJUSIMENt. . ... (15,459)
Interest on net OPEB obligation — beginning of year ......................... 9,393

Total Annual OPEB Cost (AOC) ..ot 64,446

Less: Contributionsmade....................... ... 18,383

Increase in net OPEB obligation............................................... 46,063

Net OPEB obligation — beginning of year ...........................o 221,001

Net OPEB obligation —end of year......................... . ... ........... $ 267,064

Percentage of annual OPEB cost contributed 28.5%

Three year historical trend information for the MTA OPEB is as follows (amounts expressed in thousands).

Percentage of Net OPEB
Fiscal Years Ended, AOC AOC Contributed Obligation
6/30/2014. ... $ 64,446 28.5% $ 267,064
6/30/2013.............. 65,863 21.5% 221,001
6/30/2012............... 52,211 28.9% 169,285

Funded Status:

MTA OPEB is unfunded. As of June 30, 2013, the most recent actuarial valuation date, the actuarial accrued liability (AAL)
for benefits was $670,833,000. The covered payroll (annual payroll of active employees participating in MTA health plans) was
$137,596,000, and the ratio of the AAL to the covered payroll was (487.5%).

Actuarial Methods and Assumptions:

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the
probability of occurrence of events far into the future. Examples include assumptions about future employment, mortality, and
healthcare cost trends. Actuarially determined amounts are subject to continual revision as actual results are compared with past
expectations and new estimates are made about the future. Projections of benefits for financial reporting purposes are based on
the substantive plan (the plan as understood by the employer and the plan members) and include the types of benefits provided at
the time of each valuation and the historical pattern of sharing of benefit costs between the employer and plan members to that
point. The actuarial methods and assumptions used include techniques that are designed to reduce the effects of short-term
volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of
calculations.

The accompanying schedules of funding progress and employer contributions following the footnotes present information
about the actuarial value of plan assets relative to the actuarial accrued liability for benefits and amounts contributed to the plan.
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The actuarial method and significant assumptions listed below were used in the actuarial valuation as of June 30, 2013.

Actuarial cost method. ... Entry Age Normal, Level Dollar

Rate of return on investments............................. 4.25% This rate represents the long-term expected rate of return on
MTA'’s general fund assets

Inflationrate.......................................... 3.25%

Aggregate salary growth.................................. 3.50%

Healthcare costtrend rate................................. Medical: 8.00% in 2014 and decreasing to 4.5% over 12 years

Prescription: 9.00% in 2014 and decreasing to 4.5% over 12 years
Dental and Vision: 4.50% for all future years

Amortization method............................. Level Dollar Closed

Amortization period................... 21 years as of July 1, 2013

17. Commitments:

As noted in Note 2, encumbrance accounting is used to account for outstanding commitments for open purchase orders and
unfulfilled contracts in some governmental funds. Amounts related to encumbrances are reported in the general fund,
$265,169,000, and the capital projects fund, $628,816,000, as of June 30, 2014.

The State’s governmental funds lease office space under various agreements that are accounted for as operating leases. Many
of the agreements contain rent escalation clauses and renewal options. These leases contain termination for convenience clauses
providing for cancellation after a certain number of days notice to lessors. In addition, these leases contain appropriation clauses
indicating that continuation of the lease is subject to appropriation by the legislature. Rent expenditures for the year ended June
30, 2014, were approximately $67,014,000.

As of June 30, 2014, the governmental funds, other than the Department of Transportation, had commitments of
approximately $168,396,000, for service contracts.

As of June 30, 2014, the Department of Transportation and Maryland Transportation Authority had commitments of
approximately $4.1 billion and $714,525,000, respectively, for construction of highway and mass transit facilities.

Approximately 34% of future expenditures related to the Department of Transportation commitments are expected to be
reimbursed from proceeds of approved Federal grants when the actual costs are incurred. The remaining portion will be funded
by other financial resources of the Department of Transportation.

The Department of Transportation, as lessor, leases space at various marine terminals, airport facilities and office space
pursuant to various noncancelable operating leases with scheduled rent increases. Minimum future rental revenues are as follows
(amounts expressed in thousands):

Years Ending June 30, Amounts
20015, $ 128,373
2016, .. 121,107
2007, 118,587
2008, . 115,851
2019 . 115,366
2020-2024. ... 194,888

Total $ 794,172

The cost and accumulated depreciation of the assets as of June 30, 2014, were $1,893,226,000, and $653,361,000,
respectively.

Total minimum future rental revenues do not include contingent rentals that may be received under certain concession leases
on the basis of a percentage of the concessionaire’s gross revenue in excess of stipulated minimums. Rental revenue was
approximately $147,356,000, for the year ended June 30, 2014.
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As of June 30, 2014, the Maryland Lottery and Gaming Control Agency had commitments of approximately $417,036,000,
for services to be rendered relating principally to the operation of, and advertising for, the lottery games and the operation of the
gaming program.

As of June 30, 2014, the enterprise fund loan programs had committed to lend a total of $456,585,000, in additional loans and
had committed $4,380,000 for service contracts. The Community Development Administration, also an enterprise fund loan
program, had $422,160,000, of revenue bonds outstanding that are not included in the financial statements of the Administration
because the bonds are not guaranteed by the State or any other program of the State or any political subdivision. The revenue
bonds are secured solely by the individual multi-family project properties, related revenues, applicable credit enhancements or
investments equal to the debt outstanding.

As of June 30, 2014, the higher education fund had commitments of approximately $459,759,000, for the completion of
projects under construction.

18. Contingencies:

The State is party to legal proceedings that normally occur in governmental operations. The legal proceedings are not, in the
opinion of the Attorney General, likely to have a material, adverse impact on the financial position of the State as a whole.

As of June 30, 2014, economic development loan programs were contingently liable to financial institutions for $3,274,000, for
the repayment of loans for small businesses. Non-major enterprise funds were contingently liable as insurers of $192,026,000, of
$297,156,000, mortgage loans made by public and private lenders, which decreased significantly as a result of the termination in
May 2014 of a Reinsurance Pool Program with the Economic Development Loan Programs. This program insured 50% of any
losses incurred on loans originated between 2005 and 2010, which had only 35% mortgage insurance, up to $12,500,000, which
was reached in fiscal year 2014.

Non-major component units were contingently liable as insurers of $14,721,000, of $53,300,000, economic development and
growth bonds issued by financial institutions. As of June 30, 2014, there were approved economic development bonds pending
settlement which were insured by non-major component units for $5,540,000.

The State receives significant financial assistance from the U.S. Government. Entitlement to the resources is generally
conditioned upon compliance with terms and conditions of the grant agreements and applicable Federal regulations, including
the expenditure of the resources for eligible purposes. Substantially all grants are subject to financial and compliance audits by
the grantors. Any disallowances as a result of these audits become a liability of the fund which received the grant. As of June
30, 2014, the State has recognized a liability of $20,628,000, in the general fund for Medicaid claims to the federal government
related to disallowed reimbursements. The State estimates that no additional material liabilities will result from such audits.

19. Tobacco Settlement:

Legislation enacted by the 1999 General Assembly established the Cigarette Restitution Fund for all revenues received from
any judgment against or settlement with the tobacco industry. Expenditures from the fund are made by an appropriation in the
annual State budget. The law provides that at least 50% of the appropriations shall be made for tobacco or health related
purposes and the remaining appropriations may be for any public purpose. During the 2002 legislative session, legislation was
enacted providing that for each of fiscal years 2003 through 2006, at least 25% of the appropriations shall be made for the
Maryland Medical Assistance Program (Medicaid); the 2005 legislative session increased that percentage to 30% for each year
for which appropriations are made. During the 2003 legislative session, legislation was enacted requiring that .15% of the fund
be appropriated for enforcing the escrow requirements for nonparticipating tobacco product manufacturers. Transfers of
$80,354,000, were made from the proceeds in the Cigarette Restitution fund for fiscal year 2014 expenditure of appropriations.

As part of the Master Settlement Agreement between the states and the tobacco companies, Maryland’s share during fiscal
year 2014 was $82,213,000, including the award from the arbitration panel for attorney fees. This amount does not include
$16,900,000, the tobacco companies paid to the disputed account pending the outcome of litigation. Maryland’s fiscal year
2014 share was reduced by approximately $67 million due to an arbitration decision regarding the improper enforcement of
tobacco laws. The fiscal year 2015 forecast assumes that the State will recover $40 million due to an anticipated successful
appeal of a portion of the arbitration decision, but the timing of the recovery is unclear.

It is estimated that the payments made to the State pursuant to the Master Settlement through fiscal year 2019 will total
$3.09 billion of which $149,873,000, was paid to outside counsel. The actual amount paid each year, however, will reflect
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adjustments for inflation and cigarette shipment volume. In addition, the State expects to receive $102,874,000, during that
same period pursuant to an award for attorney fees by the national arbitration panel.

20. Landfill Closure and Postclosure Care Costs:

State and Federal laws require the Maryland Environmental Service (the Service) to cover and to perform certain
maintenance and monitoring functions at Midshore Regional Landfill I, Easton Landfill, Midshore 11 and Hobbs Road Landfill
sites. Although closure and postclosure care costs will be paid near or after the date the landfills stop accepting waste, the
Service reports a portion of these closure and postclosure care costs as a liability based upon the estimated useful life of the
landfills. Midshore I’s current cells are approximately 93% filled as of June 30, 2014. The landfill stopped accepting waste
on December 31, 2010. Total closure and postclosure care costs for the landfill are currently estimated to be $10,531,000, as
determined through engineering studies, and $8,482,000, has been recognized as a liability on the June 30, 2014, Combining
Statement of Net Position, Non-Major Component Units.

A flyover is performed annually in July to assist in the calculation of the landfill’s remaining capacity based upon the
volume of cubic yard capacity. Midshore I1’s current cells, which are expected to close in 2053, are approximately 9% filled as
of June 30, 2014. Total closure and postclosure care costs for the landfill are currently estimated to be $17,531,000, as
determined through engineering studies, and $1,336,000, has been recognized as a liability as of June 30, 2014. Actual costs
may be subject to change due to inflation, deflation, technology, and changes in applicable laws and regulations.

A receivable from project participants corresponding to the accrued liability has also been recorded.

Under Federal regulations, the Service has satisfied its financial assurance requirements based upon the local government
financial ratio tests of the project participants as of June 30, 2013. The Service expects to satisfy these requirements as of June
30, 2014, using the same criteria.

21. Service Concession Arrangements:

In fiscal year 2013, the Maryland Department of Transportation entered into a long-term lease with Ports America
Corporation (PAC) to manage, operate and maintain the Dundalk Marine terminal. This agreement satisfies the criteria
established to be considered a service concession arrangement.

Under the terms of the ground lease, the Department transfers rights to PAC for a term of 50 years. After 50 years the
Department has the option to buy PAC’s equipment. PAC charges and collects fees from the user for container lifts, short tons
of roll on-roll off, break-bulk and bulk cargo and pays the operating costs, management fee and debt service associated with
the project. The Department has the ability to approve what services the operator is required to provide.

As of June 30, 2014, the capital assets, net of accumulated depreciation, and deferred service concession arrangement
receipts were $52,078,000.

In fiscal year 2013, Maryland Transportation Authority and Areas USA entered a 35-year Service Concession Arrangement
(SCA) agreement to redevelop and operate two travel plazas along the John F. Kennedy Memorial Highway (1-95). The
structure of the agreement between the Authority and Areas USA is a long term lease and concession. The Authority retains
ownership of the property and assets. All property and improvements, with the exception of the fueling systems, are returned
to the Authority at the end of the 35 year lease. Under the agreement, the Authority should realize reduced future operating
and capital expenses; debt capacity will be reserved for core business activities; and revenue is guaranteed over the life of the
agreement. Areas USA invested $55,890,000, which required no public subsidy or debt, to redesign and rebuild both the 48-
year-old Maryland House and the 36-year-old Chesapeake House travel plazas.

Areas USA will operate and maintain the travel plazas through the year 2047. The redeveloped Maryland House travel
plaza opened in January 2014, and the new Chesapeake House travel plaza opened in August 2014. The Authority recognized
a deferred inflow of resources of $32,635,000 as of June 30, 2014, as reported on the Statement of Net Position. This
represents the unamortized amount of $2,914,000, of a one-time payment of $3,000,000, from Areas USA (amortized over the
life of the contract) and $29,721,000 for the acquisition of the Maryland House travel plaza, that is applicable to a future
reporting period.
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The University System of Maryland has entered into a long-term lease of university-owned land and other SCA
agreements with a quasi-governmental issuer of debt and a developer to build, and an operator to manage, student housing
projects at seven of the System’s institutions.

Under the terms of the ground lease, the System transfers rights to university-owned property for a term of 40 years to
the quasi-governmental issuer of debt (the project “‘owner’). The project owner contracts with a developer to build student
housing on the property, as well as an operator that manages the facility on behalf of the owner. Each student housing
project is financed using tax-exempt debt that limits the use of the project to uses that support the institution. The owner of
the project charges and collects rent from the students, and pays the operating costs and debt service associated with the
project. The residual cash flow from the project, after paying all operating costs and management fees, is paid to the
university as the ground lease payment. The institution has the ability to approve what services the operator is required to
provide and the rates that can be charged.

Upon final payment of the outstanding debt associated with the project, or upon termination of the ground lease,
whichever is sooner, the building’s ownership transfers to the university and the owner’s rights to use land revert to the
university.

As of June 30, 2014, the Statement of Net Position reflects net capital assets of $375,751,000, and deferred service
concession arrangement receipts of $362,356,000, from this transaction.
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STATE OF MARYLAND
Schedule of Revenues and Expenditures and Changes in Fund Balances - Budget and Actual -
Budgetary General, Special, and Federal Funds

For the Year Ended June 30, 2014

(Expressed in Thousands)

General Fund

Budget Amounts Variance
Original Final Actual Positive
Budget Budget Amounts (Negative)
Revenues:
INCOME TAXES . . . . .ot e ettt e ettt et et 8,781,415 $ 8,659,864 $ 8,534,982 $ (124,882)
Sales and USe taXes. . . . ..ot 4,223,686 4,123,351 4,143,174 19,823
Other tAXES. . . o et 1,210,209 1,186,296 1,137,274 (49,022)
Licenses and fees. . .. ... it 185,811 199,818 197,743 (2,075)
Charges for SBIVICES. . .. .o\ttt e 344,023 290,401 266,956 (23,445)
Interest and other investmentincome. ................ . i 15,000 15,000 29,838 14,838
OtNr. 634,122 629,172 707,429 78,257
Federal reVenUe. .. ...
TOtal FEVENUES. . . . oo 15,394,266 15,103,902 15,017,396 (86,506)
Expenditures and encumbrances by major function:
Payments of revenue to civil divisions of the State.............................. 155,467 155,467 155,467
Public debt. . . ... o 83,000 83,000 83,000
LegislatiVe. . . ... 96,681 95,359 75,772 19,587
Judicial review and legal. . ... 531,457 533,516 507,978 25,538
Executive and administrative control. . ............ ... . 280,776 277,155 267,277 9,878
Financial and revenue administration. . ............... ... .. ... . . 278,279 275,980 264,618 11,362
Budget and management. . ... ... ... 122,826 57,779 49,711 8,068
Retirement and Pension. ...... ...
GENEIAl SEIVICES. . . .\ttt e 62,004 62,203 61,660 543
Transportation and highways. . ... i
Natural resources and reCreation. . .............o.ieiiiriiiia i, 54,296 53,259 50,304 2,955
AGIICUIUNE. . 27,648 26,917 26,691 226
Health, hospitals and mental hygiene.................. ... . i, 3,908,435 4,070,207 4,012,904 57,303
HUMAN FESOUICES. . . . .ot 649,630 658,853 651,883 6,970
Labor, licensing and regulation. .............. ... . 44,203 43,370 39,764 3,606
Public safety and correctional services. ..................c i 1,130,143 1,148,191 1,139,526 8,665
Public education. ......... ... 7,656,700 7,489,557 7,458,976 30,581
Housing and community development. ..................coi i 11,210 11,210 5,594 5,616
Business and economic development. ............... i 105,014 103,974 91,832 12,142
ENVIFONMENL. . . o 38,916 38,469 37,325 1,144
JUVENIIE SEIVICES. . . . ottt 284,526 280,351 268,663 11,688
State POliCE. . ... 227,766 228,384 225,891 2,493
State reserve fund. . ... ... 55,256 55,256 55,256
REVEISIONS. . .. (30,000) (30,000) (30,000)
Total expenditures and encumbrances. . ...............covviiiieiiiiinen... 15,774,233 15,718,457 15,530,092 188,365
Excess of revenues over (under) expenditures. .....................o.. (379,967) (614,555) (512,696) 101,859
Other sources (uses) of financial resources:
Transfers in (OUL) . .. ..o 219,106 219,106
Excess of revenues over (under) expenditures
and other sources (uses) of financial resources. ....................... (379,967) (614,555) (293,590) 320,965
Fund balances - beginning of theyear. ............... ..o i (6,349,851) (5,660,536) 1,321,279 6,981,815
Fund balances - end of the year. . ...t (6,729,818) $  (6,275,091) $ 1,027,689 $ 7,302,780

See accompanying Notes to Required Supplementary Information.
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Special Fund Federal Fund

Budget Amounts Variance Budget Amounts Variance
Original Final Actual Positive Original Final Actual Positive
Budget Budget Amounts (Negative) Budget Budget Amounts (Negative)
245539 $ 236,529 $ 223850 $ (12,679)
47,545 32,231 52,822 20,591
2,668,561 2,596,368 2,701,101 104,733
789,617 799,838 761,315 (38,523)
2,782,145 2,959,344 2,209,861 (749,483)
2,000 7,656 11,465 3,809 $ 1,706 $ 1,706
871,987 1,177,687 997,246 (180,441)
$ 9,781373  $ 10,578,899 9,769,940 (808,959)
7,407,394 7,809,653 6,957,660 (851,993) 9,781,373 10,578,899 9,771,646 (807,253)
887,744 887,744 886,332 1,412 12,381 12,381 11,406 975
131,228 136,747 114,299 22,448 7,398 10,352 8,385 1,967
331,449 361,796 265,431 96,365 321,942 402,415 284,235 118,180
120,685 124,239 116,984 7,255
49,020 33,526 18,033 15,493 20,164 11,354 10,420 934
19,806 19,334 17,004 2,330
3,455 3,458 3,418 40 1,158 1,151 1,150 1
3,062,515 3,343,028 3,099,492 243,536 1,010,532 979,490 890,586 88,904
202,067 188,253 111,125 77,128 37,143 40,579 27,890 12,689
62,068 79,211 55,457 23,754 5,533 5,876 3,872 2,004
1,265,875 1,251,048 1,220,431 30,617 5,131,785 5,590,755 5,315,253 275,502
101,042 132,183 105,541 26,642 1,807,579 1,912,785 1,810,078 102,707
125,937 130,239 115,418 14,821 170,891 193,364 168,667 24,697
155,954 156,208 132,060 24,148 33,777 37,202 29,701 7,501
499,108 554,844 523,292 31,552 1,234,740 1,363,370 1,003,269 360,101
146,270 153,597 84,889 68,708 321,800 322,286 260,092 62,194
130,863 137,152 79,602 57,550 2,941 24,084 4,756 19,328
709,647 709,476 164,603 544,873 84,858 84,772 73,417 11,355
4,487 5,987 4,246 1,741 7,440 8,294 7,968 326
82,959 86,369 75,057 11,312 787 9,864 4,028 5,836
8,092,179 8,494,439 7,192,714 1,301,725 10,212,849 11,010,374 9,915,173 1,095,201
(684,785) (684,786) (235,054) 449,732 (431,476) (431,475) (143,527) 287,948
310,357 310,357 143,527 143,527
(684,785) (684,786) 75,303 760,089 (431,476) (431,475) 431,475
(4,880,998) (4,736,051) 1,952,015 6,688,066 (3,833,118) (3,833,111) 3,833,111
(5,565,783) $  (5/420,837) $ 2,027,318  $ 7,448,155 $ (4,264594) % (4,264,586) $ - $ 4,264,586
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STATE OF MARYLAND
Reconciliation of the Budgetary General and Special Funds, Fund Balances

to the GAAP General and Special Revenue Funds, Fund Balances

June 30, 2014
(Expressed in Thousands)

Amount in budgetary funds, fund balance (pages 109 and 110)...................cooviiiiiiin...
Budgetary special funds reclassified to the general fund ......................................
Budgetary special funds reclassified to other funds ...
Other non-budgetary funds reclassified to governmental funds................................

Total of budgetary fund balances reclassified into the governmental

funds' fuNd StrUCTUIE. . ... o

Accounting principle differences:
Assets recognized in the governmental funds financial statements
not recognized for budgetary purposes:

IV S NS, . .
Taxes receivable. . ... ...
Intergovernmental receivables. . ........ ...
Other accounts receivable. ... ... ... ...
INVENEOIIES .
Loans and notes receivable. .......... . ...
Due fromother funds . ......... ...

Liabilities and deferred inflows of resources recognized in the governmental
funds financial statements not recognized for budgetary purposes:

Salaries payable. . .. ...
Accounts payable and accrued liabilities....................... ...
Duetoother funds. ... ... ... oo
Accounts payable to political subdivisions........................ .
UNEArNEd FEVENUE. . .. ..ottt
Accrued self INSUranCe COSES .. ..o
Deferred inflows Of reSOUICES. . ... ... i

Financial statement governmental funds' fund balances,

JUNE 30, 2014 (PAGE 30) . . ..ottt

$

$

General Special
1,027,689 $ 2,027,318
915,277 (915,277)
(829,707)
420,281 575
2,363,247 282,909
25,684
(400,866)
38,606 3,149
93,801
87,595
28,018 84,980
21
4,572 103,711
(32,272)
(327,935)
(577,124)
(3,370)
(46,518)
(105,942)
(8,192) (119,610)
1,139,325 $ 355,139

See accompanying Notes to Required Supplementary Information.
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STATE OF MARYLAND
Required Supplemental Schedule of Funding Progress for
Other Post-Employment Benefits Plan
(Expressed in Thousands)

Actuarial Actuarial Actuarial Unfunded Unfunded AAL
Valuation Value of Accrued Actuarial asa
Date Plan Liability (AAL) Accrued Funded Covered Percentage of
June 30, Assets Entry Age Liability Ratio Payroll Covered Payroll
2014 $ 250,110 $ 8,964,286 $ (8,714,176) 2.8% $ 4,803,627 (181.4)%
2013 222,628 8,343,651 (8,121,023) 2.7 4,457,421 (182.2)
2012 208,772 9,580,069 (9,371,297) 2.1 4,144,267 (226.1)

Required Supplemental Schedule of Employer Contributions
and Other Contributing Entities for Other Post-Employment Benefits Plan
(Expressed in Thousands)

Percentage Contributed

Year Ended Annual Required Employer Other Contributing
June 30, Contribution Contributions (a) Entities (b) Total
2014 $ 576,050 69.9% - % 69.9%
2013 634,465 60.6 - 60.6
2012 704,382 53.7 - 53.7

Required Supplemental Schedule of Funding Progress for
Maryland Transit Administration Retiree Healthcare Benefit Plan
(Expressed in Thousands)

Actuarial Actuarial Actuarial Unfunded Unfunded AAL
Valuation Value of Accrued Actuarial asa
Date Plan Liability (AAL) Accrued Funded Covered Percentage of
June 30, Assets Entry Age Liability Ratio Payroll Covered Payroll
2013 $ - $ 670,833 $ (670,833) -% $ 137,596 (487.5)%
2011 - 527,679 (527,679) - 147,474 (357.8)
2009 - 431,500 (431,500) - 151,560 (284.7)

Required Supplemental Schedule of Employer Contributions for
Maryland Transit Administration Retiree Healthcare Benefit Plan
(Expressed in Thousands)

Year Ended Annual Required Actual Contribution Percentage

June 30, Contribution Entry Age Contributed

2014 $ 70512 $ 18,383 26.1%
2013 70,512 14,147 20.1
2012 55,852 15,103 27.0

(a) Employer contributions include pre-funding and pay-as-you-go contributions (net of retiree premiums).
(b) Other contributing entities consist of the Federal medicare drug subsidy contributed to the OPEB Trust.
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STATE OF MARYLAND
Notes to Required Supplementary Information
For the Year Ended June 30, 2014

1. Budgeting and Budgetary Control:

The Maryland Constitution requires the Governor to submit to the General Assembly an annual balanced budget for the
following fiscal year. This budget is prepared and adopted for the General Fund, which includes all transactions of the State,
unless otherwise directed to be included in another fund, and the Special Fund, which includes the transportation activities of the
State, fishery and wildlife funds, shared taxes and payments of debt service on general obligation bonds. In contrast, the GAAP
special revenue fund includes the operations (other than debt service and pension activities) of the Maryland Department of
Transportation. The budgetary Federal fund revenue and expenditures are included in the GAAP General and Special Funds as
federal revenues and expenditures by function. An annual budget is also prepared for the Federal Fund, which accounts for
substantially all grants from the only Federal government, and the current unrestricted and restricted funds of the Universities
and Colleges. In addition to the annual budget, the General Assembly adopts authorizations for the issuance of general
obligation bonds. The expenditures of the resources obtained thereby are accounted for in the capital projects fund.

All State budgetary expenditures for the general, special and Federal funds are made pursuant to appropriations in the annual
budget, as amended from time to time, by budget amendments. The legal level of budgetary control is at the program level of the
general, special and Federal funds. State governmental departments and independent agencies may, with the Governor’s
approval, amend the appropriations by program within the budgetary general fund, provided they do not exceed their total
general fund appropriations as contained within the annual budget. Increases in total general fund appropriations must be
approved by the General Assembly. For the fiscal year ended June 30, 2014, the General Assembly approved a net decrease in
General Fund appropriations of $46,045,000. Appropriations for programs funded by, in whole or in part, from the special or
Federal funds, may permit expenditures in excess of original special or Federal fund appropriations to the extent that actual
revenues exceed original budget estimates and such additional expenditures are approved by the Governor. Unexpended
appropriations from the general fund may be carried over to succeeding years to the extent of encumbrances, with all other
appropriations lapsing as of the end of the fiscal year. Unexpended appropriations from special and Federal funds may be
carried over to the extent of (a) available resources, and (b) encumbrances. The State’s accounting system is maintained by the
Comptroller in compliance with State Law and in accordance with the State’s Budgetary Funds. It controls expenditures at the
program level to ensure legal compliance. The “Agency Appropriation Unencumbered Balance Report,” which is available for
public inspection at the Office of the Comptroller, provides a more comprehensive accounting of activity on the basis of
budgeting at the legal level of budgetary control.

The original and amended budget adopted by the General Assembly for the general, special and Federal funds is presented in
the Schedule of Revenues, Expenditures and Encumbrances, and Changes in Fund Balances, Budget and Actual for the year
ended June 30, 2014. The State’s budgetary fund structure and the basis of budgeting, which is the modified accrual basis with
certain exceptions, differ from that utilized to present financial statements in conformity with generally accepted accounting
principles. The budgetary system’s principal departures from the modified accrual basis are the classification of the State’s
budgetary funds and the timing of recognition of certain revenues and expenditures. A summary of the effects of the fund
structure differences and exceptions to the modified accrual basis of accounting, as of June 30, 2014, is provided in the
“Reconciliation of the Budgetary General and Special Fund, Fund Balances to the GAAP General and Special Revenue Fund
Balances” immediately following the budgetary schedule.
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STATE OF MARYLAND

Non-major Governmental Funds

Debt Service Funds

General Obligation Bonds, Debt Service Fund: Transactions related to resources obtained and used for the payment of interest and
principal on general long-term debt obligations are accounted for in the general obligation bonds debt service fund.

Transportation Bonds, Debt Service Fund: Transactions related to resources obtained and used for the payment of interest and
principal on transportation long-term debt obligations are accounted for in the transportation bonds debt service fund.

Capital Projects Funds

Transactions related to resources obtained and used for the acquisition, construction or improvement of certain capital facilities,
including those provided to political subdivisions and other public organizations are accounted for in the capital projects fund. Such
resources are derived principally from proceeds of general obligation bond issues, federal grants and operating transfers from the
State’s general fund. The State enters into long-term contracts for construction of major capital projects and records the related
commitments as encumbrances.
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STATE OF MARYLAND
Combining Balance Sheet
Non-Major Governmental Funds
June 30, 2014
(Expressed in Thousands)

Debt Service Funds

General Capital Total Non-major
Obligation Transportation Projects Governmental
Bonds Bonds Fund Funds
Assets:
Equity in pooled invested cash.......................... $ 25705 $ 25,705
Investments. ............. .. 367,489 367,489
Due fromotherfunds................................... 1,533 1,533
Restricted Assets:
Cash with fiscalagent.............................. $ 36,383 36,383
Equity in pooled invested cash..................... 127,729 127,729
Investments.................... ... 9,448 $ 12,331 21,779
Taxes receivable, net............................... 19,318 19,318
Other accounts receivable.......................... 372 372
Loans and notes receivable, net.................... 1,918 1,918
Total assets. ... $ 195,168  $ 12,331 $ 394,727  $ 602,226
Liabilities:
Vouchers payable....................................... $ 78320 $ 78,320
Accounts payable and accrued liabilities................ 29,536 29,536
Duetootherfunds...................................... 38,900 38,900
Accounts payable to political subdivisions.............. 33,198 33,198
Total liabilities.................................. 179,954 179,954
Fund balances:
Restricted. ..................o $ 195,168  $ 12,331 $ 207,499
Committed................ ... ... 628,816 628,816
Unassigned. ... (414,043) (414,043)
Total fund balance.............................. 195,168 12,331 214,773 422,272
Total liabilities and fund balances........... $ 195,168 $ 12,331 $ 394,727  $ 602,226
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STATE OF MARYLAND
Combining Statement of Revenues, Expenditures, Other Sources and Uses of
Financial Resources and Changes in Fund Balances
Non-Major Governmental Funds
For the Year Ended June 30, 2014

(Expressed in Thousands)

Debt Service Funds Total
General Capital Non-major
Obligation Transportation Projects Governmental
Bonds Bonds Fund Funds
Revenues:
Property taxes . ..........ooue e 723,842 $ 723,842
Interest and other investment income ............................ 1,112 $ 2 3 473 1,587
Federal revenue................oo i 11,406 58 11,464
Other ..o 1,455 1,721 3,176
Total reVENUES . ... ... o 737,815 1,723 531 740,069
Expenditures
Education........ ... o 338,094 338,094
Aid to higher education.................... 291,256 291,256
Intergovernmental grants and revenue sharing................... 185,727 185,727
Capital outlays................ooo 127,418 127,418
Debt Service:
Principal retirement............... ... 613,979 130,620 744,599
INtEreSt. ... o 358,197 76,614 434,811
Bond iSSSUANCE COSES. ... ..o 393 3,203 3,596
Total expenditures ... 972,176 207,627 945,698 2,125,501
Deficiency of revenues under expenditures............. (234,361) (205,904) (945,167) (1,385,432)
Other sources (uses) of financial resources
Bonds issUed. . ... ... 979,552 979,552
Refunding bonds issued. ..................... 236,852 236,852
Bond premium ... 104,777 12,724 45,684 163,185
Payments to refunded bond escrow agent ........................ (278,876) (278,876)
Transfers in . ... o 89,109 200,455 89,843 379,407
Transfers Out. ... (103,051) (103,051)
Total other sources of financial resources .................... 193,886 213,179 970,004 1,377,069
Net changes in fund balances .............................. (40,475) 7,275 24,837 (8,363)
Fund balances, beginning of year................................ 235,643 5,056 189,936 430,635
Fund balances, endofyear .......................................... 195,168 $ 12,331 $ 214773 % 422,272
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STATE OF MARYLAND

Non-major Enterprise Funds

Transactions related to commercial types of activities operated by the State are accounted for in the enterprise funds. The non-
major enterprise funds consist of the economic development insurance programs of the Department of Housing and Community
Development and Maryland Correctional Enterprises, which utilizes inmate labor from State correctional institutions to

manufacture goods, wares and merchandise to be sold to State and Federal agencies, political subdivisions and charitable, civic,
educational, fraternal or religious associations or institutions.
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STATE OF MARYLAND
Combining Statement of Net Position
Non-major Enterprise Funds
June 30, 2014
(Expressed in Thousands)

Economic Total
Development Maryland Non-Major
Insurance Correctional Enterprise
Programs Enterprises Funds
Assets -
Current assets:
Equity in pooled invested cash. ................................ $ 1,701 $ 15,748 $ 17,449
Other accounts receivable...................................... 3,775 3,775
INVENTOTIES. . ... 10,259 10,259
Loans and notes receivable, net................................. 182 182
Other assets. ...t 471 72 543
Restricted equity in pooled invested cash. ...................... 84,664 84,664
Total current assets. .. ... 87,018 29,854 116,872
Non-current assets:
INVESTMENTS. ... oo 1,984 1,984
Loans and notes receivable, net................................. 170 170
Capital assets, net of accumulated depreciation:
Structures and improvements. ... 2,770 2,770
Equipment............ 4,141 4,141
Infrastructure. ........... . ... 21 21
Total non-current assets. .. ...........coooviiiiieiiieioinn. 2,154 6,932 9,086
Total @ssets. ........cooovii 89,172 36,786 125,958
Liabilities-
Current liabilities:
Accounts payable and accrued liabilities....................... 367 1,928 2,295
Accrued insurance on loan losses. . ............................. 12,459 12,459
Other liabilities. . ............ .. ... 414 869 1,283
Unearned reVENUE. ..........ooooiiii e 865 868 1,733
Total current liabilities..................................... 14,105 3,665 17,770
Non-current liabilities:
Other liabilities. . ... 2,136 578 2,714
Total non-current liabilities................................. 2,136 578 2,714
Total liabilities.................................. 16,241 4,243 20,484
Net Position-
Net investment in capital assets................................ 6,932 6,932
Restricted for insurance programs.............................. 84,664 84,664
Unrestricted (deficit) ................oo (11,733) 25,611 13,878
Total net position. ... $ 72,931 $ 32,543 $ 105,474
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STATE OF MARYLAND
Combining Statement of Revenues, Expenses and Changes in Fund Net Position
Non-major Enterprise Funds
For the Year Ended June 30, 2014

(Expressed in Thousands)

Economic Total
Development Maryland Non-Major
Insurance Correctional Enterprise
Programs Enterprises Funds
Operating revenues:
Charges for servicesand sales................................oo... $ 3,105 $ 51,800 $ 54,905
Unrestricted interest on loanincome................................. 523 523
Other. . 61 61
Total operating reVenues. . ............oooviiiiiieeiiiiiiiinn. 3,689 51,800 55,489
Operating expenses:
Cost of sales and ServiCes. . ..........oouiii 41,172 41,172
General and administrative. . .............. 3,713 8,325 12,038
Depreciation and amortization.......................... 1,259 1,259
Provision for insurance on loan losses .............................. 821 821
Total operating eXPensesS. . .........ovuu e 4,534 50,756 55,290
Operating income (10SS) ... (845) 1,044 199
Non-operating revenues (expenses):
Restricted investmentincome. ... 879 879
O her. (11) (11)
Total non-operating revenues (EXPeNses) ....................... 879 (11) 868
Income before capital contributions and transfers........... 34 1,033 1,067
Capital contributions. .................. 534 534
Transfers Out. . ... (770) (1,800) (2,570)
Changes innet position. ... (736) (233) (969)
Total net position - beginning of theyear................................. 73,667 32,776 106,443
Total net position -endof theyear. ..., $ 72,931 $ 32,543 $ 105,474
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STATE OF MARYLAND
Combining Statement of Cash Flows
Non-major Enterprise Funds
For the Year Ended June 30, 2014
(Expressed in Thousands)

Economic Total
Development Maryland Non-Major
Insurance Correctional Enterprise
Programs Enterprises Funds
Cash flows from operating activities:
Receipts from CUStOMers ................ooiiii $ 3,225 $ 52,471 $ 55,696
Payments to SUPPHErs ... (34,161) (34,161)
Payments to employees. ............. (3,316) (15,080) (18,396)
Other reCeIptS. . ... 7,550 7,550
Other PaymMeNts. .. ..ot (9,228) (9,228)
Net cash from operating activities.................................... (1,769) 3,230 1,461
Cash flows from non-capital financing activities:
Transfers OUL. .. ... oo (770) (1,800) (2,570)
Net cash from non-capital financing activities........................ (770) (1,800) (2,570)
Cash flows from capital and related financing activities:
Capital contributed. ............. . 534 534
Proceeds from sale of capital assets.................................... 454 454
Acquisition of capital assets.................... (1,811) (1,811)
Net cash from capital and related financing activities................. (823) (823)
Cash flows from investing activities:
Interest on iNVESIMENtS ... 879 879
Net cash from investing activities.................................... 879 879
Net change in cash and cash equivalents ......................... (1,660) 607 (1,053)
Balance - beginning of theyear .............................. 88,025 15,141 103,166
Balance -endoftheyear..................................... $ 86,365 $ 15,748 $ 102,113

Reconciliation of operating income to net cash
from operating activities:
Operating income (I0SS). ... . ..o $ (845) $ 1,044 $ 199
Adjustments to reconcile operating income to net cash
from operating activities:

Depreciation and amortization.........................oo 1,259 1,259
Effect of changes in non-cash operating assets and liabilities:
Other accounts receivable. . ............. .. 1,014 1,014
Due fromother funds ................ 373 373
INVENTONIES. . ..o 204 204
Loans and notes receivable..................... 26 26
Other @SSELS. . . ... 2,213 83 2,296
Accounts payable and accrued liabilities............................... (1,432) (59) (1,491)
Accrued insurance and loan 10Sses. ... (2,228) (2,228)
Unearned reVENUE . ... oo 95 (343) (248)
Other liabilities. ............. 29 28 57
Net cash from operating activities. .. ..., $ (1,769) $ 3,230 $ 1,461
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STATE OF MARYLAND

Fiduciary Funds

The Pension and Other Employee Benefits Trust Funds include the Maryland State Retirement and Pension System, the
Maryland Transit Administration Pension Plan, and the Deferred Compensation Plan. The Trust Funds reflect the transactions,
assets, liabilities and net position of the plans administered by the State and the Maryland Transit Administration and are
accounted for using the flow of economic resources measurement focus. The Deferred Compensation Plan, which is included
with a year end of December 31, accounts for participant earnings deferred in accordance with Internal Revenue Code Sections
457, 403(b), 401(a) and 401(k). Amounts deferred are invested and are not subject to Federal income taxes until paid to
participants upon termination or retirement from employment, death or for an unforeseeable emergency.

The agency funds are custodial in nature and do not present the results of operations or have a measurement focus. The State
uses agency funds to account for the receipt and disbursement of patient and prisoner accounts, various taxes collected by the
State for distribution to the Federal government and political subdivisions and amounts withheld from employee’s payroll.
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STATE OF MARYLAND

Combining Statement of Fiduciary Net Position

Pension and Other Employee Benefits Trust Funds

June 30, 2014
(Expressed in Thousands)

Maryland Maryland
State Transit Deferred
Retirement Administration Compensation
and Pension Pension Plan
System Plan December 31, 2013 Total
Assets:
Cash ... 2,051,621 $ 8,912 $ 3625 % 2,064,158
Equity in pooled invested cash....................... 2,560 2,560
Investments:
U.S. Treasury and agency obligations.............. 2,670,427 15,999 2,686,426
Bonds. ... 5,360,680 26,502 5,387,182
Corporate equity securities......................... 13,051,459 76,862 13,128,321
Mortgage related securities......................... 1,926,733 8,929 1,935,662
Mutual funds. ... 1,980,980 2,282,335 4,263,315
Guaranteed investment contracts................... 797,323 797,323
Realestate .................ooo i, 2,340,852 2,340,852
Annuity contracts ... 90,369 90,369
Private equity ... 3,184,976 3,184,976
Commingled funds.......................... 10,832,926 76,258 10,909,184
Investment held by borrowers under
securities lent with cash collateral .............. 2,434,347 2,434,347
Total investments..........................o. 43,783,380 204,550 3,170,027 47,157,957
Otherreceivables ................ ... .............. 848,768 10,230 33,681 892,679
Collateral for lent securities.......................... 2,490,916 2,490,916
Total assets. .........................n. 49,177,245 223,692 3,207,333 52,608,270
Liabilities:
Accounts payable and accrued liabilities............. 1,346,341 - 1,346,341
Collateral obligation for lent securities............... 2,490,916 2,490,916
Total liabilities............................. 3,837,257 3,837,257
Net Position:
Held in trust for :
Pension benefits.................................. 45,339,988 223,692 45,563,680
Deferred compensation benefits.................. 3,207,333 3,207,333
Total net position............................ 45,339,988 $ 223,692 $ 3,207,333 $ 48,771,013

122 www.marylandtaxes.com



STATE OF MARYLAND
Combining Statement of Changes in Plan Net Position
Pension and Other Employee Benefits Trust Funds
For the Year Ended June 30, 2014
(Expressed in Thousands)

Maryland Maryland
State Transit Deferred
Retirement Administration Compensation
and Pension Pension Plan
System Plan December 31, 2013 Total
Additions:
Contributions:
EmMployers . ... $ 1,018,679 $ 39,749 $ 40 $ 1,058,468
MEMDETS. ... 727,726 143,259 870,985
SPONSOIS. . ..t 714,974 714,974
Total contributions..................................... 2,461,379 39,749 143,299 2,644,427
Investment earnings:
Net appreciation in fair value of investments............... 4,185,982 12,977 467,898 4,666,857
INTEreSt. ... 590,269 15,767 23,962 629,998
Dividends. ... 1,259,615 1,259,615
Total investmentincome. .............................. 6,035,866 28,744 491,860 6,556,470
Less: investment eXpense. . ..., 329,599 329,599
Net investment income ........................... 5,706,267 28,744 491,860 6,226,871
Total additions. . ... 8,167,646 68,493 635,159 8,871,298
Deductions:
Benefitpayments .................... 3,121,823 32,598 182,805 3,337,226
Refunds. ........ ... 42,922 42,922
Administrative eXpenses. ... 26,130 1,571 4,660 32,361
Total deductions ... 3,190,875 34,169 187,465 3,412,509
Changes in net position........................... 4,976,771 34,324 447,694 5,458,789
Net position held in trust for pension and
other employee benefits:
Beginningoftheyear......... ... 40,363,217 189,368 2,759,639 43,312,224
Endoftheyear........................... ... $ 45,339,988 $ 223,692 $ 3,207,333 $ 48,771,013
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STATE OF MARYLAND

Combining Schedule of Fiduciary Net Position

Deferred Compensation Plan
December 31, 2013

(Expressed in Thousands)

Savings and Tax Sheltered
Deferred Investment Match Plan Annuity
Compensation Plan Section and Trust Plan 403(b)
Plan Section 457 401(k) Plan 401(a) Plan Plan Total
Assets:
Cash..................o $ 3,625 $ 3,625
Investments, at fair value.............. 1,446,548 $ 1,467,294 $ 173,708 $ 82,477 3,170,027
Other receivables...................... 15,208 18,005 468 33,681
Total assets........................ 1,465,381 1,485,299 173,708 82,945 3,207,333
Net position:
Held in trust for deferred
compensation benefits............. $ 1,465,381 $ 1485299 $ 173,708 $ 82,945 $ 3,207,333
STATE OF MARYLAND
Combining Schedule of Changes in Plan Net Position
Deferred Compensation Plan
For the Year Ended December 31, 2013
(Expressed in Thousands)
Savings and Tax Sheltered
Deferred Investment Match Plan Annuity
Compensation Plan Section and Trust Plan 403(b)
Plan Section 457  401(k) Plan 401(a) Plan Plan Total
Additions:
Contributions:
EMPIOYErS. . ... $ 40 $ 40
MeMDbErS . ... $ 58,119 $ 82,602 $ 2,538 143,259
Total contributions ................................ 58,119 82,602 40 2,538 143,299
Investment earnings:
Net increase in fair value of investments .............. 190,664 231,535 30,739 14,960 467,898
Interest . ... 14,769 8,144 814 235 23,962
Net investment income ........................ 205,433 239,679 31,553 15,195 491,860
Total additions..................................... 263,552 322,281 31,593 17,733 635,159
Deductions:
Benefit payments ... 90,919 79,069 7,240 5,577 182,805
Administrative eXpenses. ... 2,570 1,820 173 97 4,660
Total deductions. .................................. 93,489 80,889 7,413 5,674 187,465
Changes in net position........................ 170,063 241,392 24,180 12,059 447,694
Net position held in trust for pension and
other employee benefits:
Beginningoftheyear............................. 1,295,318 1,243,907 149,528 70,886 2,759,639
Endoftheyear............................................ $ 1465381 $ 1485299 $ 173,708 $ 82945 $ 3,207,333
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Combining Statement of Fiduciary Net Position
Agency Funds
June 30, 2014

STATE OF MARYLAND

(Expressed in Thousands)

Agency Funds

Litigant,
Local Patient
Local Insurance Transportation ~ Taxes and and Total
Income Premium Funds and Prisoner Agency
Taxes Taxes Other Taxes Accounts Funds
Assets:
Cash.........oo $ 10 $ 31,608 $ 40,326 $ 71,944
Equity in pooled invested cash ................ $ 846,643 93,706 15,956 500 12,064 968,869
Taxes receivable, net.......................... 180,929 180,929
Intergovernmental receivables................. 116 116
Accounts receivable from state treasury. ... ... 550,000 550,000
Total @ssets . ... $ 1,577,572 $ 93,716 $ 47,564 616 $ 52,390 $ 1,771,858
Liabilities:
Accounts payable and accrued liabilities. . . ... $ 93,716 $ 3,649 616 $ 48,111 $ 146,092
Accounts payable to political subdivisions.... $ 1,577,572 43,915 4,279 1,625,766
Total liabilities............................. $ 1,577,572 $ 93,716 $ 47,564 616 $ 52,390 $ 1,771,858
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STATE OF MARYLAND
Combining Statement of Changes in Assets and Liabilities

Agency Funds

For the Year Ended June 30, 2014

(Expressed in Thousands)

Balance Balance
June 30, 2013 Additions Deletions June 30, 2014
Litigant, Patient and Prisoner Accounts
Assets:
CaSh. . $ 37,413 $ 57,358 $ 54,445 $ 40,326
Equity in pooled invested cash............................... 12,778 35,478 36,192 12,064
Total @ssets. . ... $ 50,191 $ 92,836 $ 90,637 $ 52,390
Liabilities:
Accounts payable and accrued liabilities..................... $ 45,289 $ 92,288 $ 89,466 $ 48,111
Accounts payable to political subdivisions................... 4,902 548 1,171 4,279
Total liabilities ............. ... ... . ... ... $ 50,191 $ 92,836 $ 90,637 $ 52,390
Insurance Premium Taxes
Assets:
CaSN $ 10 $ 10
Equity in pooled invested cash............................... 92,206 $ 36,271 $ 34,771 93,706
TOtal SSELS. . ... $ 92,216 $ 36,271 $ 34,771 $ 93,716
Liabilities:
Accounts payable and accrued liabilities..................... $ 92,216 $ 36,271 $ 34,771 $ 93,716
Local Income Taxes
Assets:
Equity in pooled invested cash............................... $ 852,776 $ 5,252,709 $ 5,258,842 $ 846,643
Taxesreceivable. ... ... .. 138,603 180,929 138,603 180,929
Accounts receivable from State treasury ..................... 550,000 550,000
Total @SSets. . ... $ 1,541,379 $ 5,433,638 $ 5,397,445 $ 1,577,572
Liabilities:
Accounts payable to political subdivisions................... $ 1,541,379 $ 5,433,638 $ 5,397,445 $ 1,577,572
Local Transportation Funds and Other Taxes
Assets:
CaSh .. $ 35,819 $ 4,211 $ 31,608
Equity in pooled invested cash............................... 16,485 $ 107,849 108,378 15,956
TOtal SSELS. . ..\ $ 52,304 $ 107,849 $ 112,589 $ 47,564
Liabilities:
Accounts payable and accrued liabilities..................... $ 3,716 $ 3,649 $ 3,716 $ 3,649
Accounts payable to political subdivisions................... 48,588 104,200 108,873 43,915
Total liabilities.................. ... ... . $ 52,304 $ 107,849 $ 112,589 $ 47,564
Payroll Taxes and Fringe Benefits
Assets:
Equity in pooled invested cash............................... $ 347 $ 1,482,100 $ 1,481,947 $ 500
Intergovernmental receivables ................... ... 101 116 101 116
Total @sSets. . ... $ 448 $ 1,482,216 $ 1,482,048 $ 616
Liabilities:
Accounts payable and accrued liabilities..................... $ 448 $ 1,482,216 $ 1,482,048 $ 616
Totals - All Agency Funds
Assets:
CaSN. $ 73,242 $ 57,358 $ 58,656 $ 71,944
Equity in pooled invested cash............................... 974,592 6,914,407 6,920,130 968,869
Taxesreceivable............ ... 138,603 180,929 138,603 180,929
Intergovernmental receivables............................... 101 116 101 116
Accounts receivable from state treasury ..................... 550,000 550,000
Total @sSets. . ... $ 1,736,538 $ 7,152,810 $ 7,117,490 $ 1,771,858
Liabilities:
Accounts payable and accrued liabilities..................... $ 141,669 $ 1,614,424 $ 1,610,001 $ 146,092
Accounts payable to political subdivisions................... 1,594,869 5,538,386 5,507,489 1,625,766
Total liabilities .............. ... . ... .. ... .. ........... $ 1,736,538 $ 7,152,810 $ 7,117,490 $ 1,771,858
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STATE OF MARYLAND

Non-major Component Unit Financial Statements

Non-major Component Units

Non-major component units are comprised of the following proprietary fund type entities.

Maryland Environmental Service
The Maryland Environmental Service was created as a body corporate and politic. The Service helps private industry and local

governments manage liquid, solid and hazardous wastes. In accordance with direction from the Governor, the Service plans and
establishes major resource recovery facilities, solid waste management plans and hazardous waste management programs.

Maryland Industrial Development Financing Authority

The Maryland Industrial Development Financing Authority was established as a body corporate and politic and a public
instrumentality of the State to provide financial assistance to enterprises seeking to locate or expand operations in Maryland.

Maryland Food Center Authority

The Maryland Food Center Authority is a body corporate and politic which was created to establish and operate a consolidated
wholesale food center within the Greater Baltimore Region and is subject to State regulations.

Maryland Technology Development Corporation
The Maryland Technology Development Corporation was established as a body corporate and politic and a public instrumentality of

the State to assist in the commercialization of technology developed in the universities and the private sector. The corporation
administers the Maryland Technology Incubator program and the Maryland Stem Cell Research Fund.

Maryland Stadium Authority
The Maryland Stadium Authority was created as a body corporate and politic and as an independent unit of the Executive Department

of the State of Maryland. The Authority’s purpose is to acquire land and to construct, operate and/or manage various capital facilities
in the State.
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STATE OF MARYLAND
Combining Statement of Net Position
Non-major Component Units
June 30, 2014
(Expressed in Thousands)

Maryland
Industrial Maryland Maryland Total
Maryland  Development Food Technology Maryland Non-major
Environmental Financing Center Development Stadium Component
Service Authority Authority  Corporation Authority Units
Assets:
Cash .. $ 43,366 $ 9% 9,485 $ 519 $ 53,379
Equity in pooled invested cash............................ $ 36,510 4,179 23,509 64,198
INVESTMENTS. .. ... 8,168 7,129 15,297
Other accounts receivable................................. 18,062 37 316 8,409 26,824
Due from primary government............................ 11,093 3,649 14,742
Loans and notes receivable, net........................... 97 1,116 3,861 5,074
Investments in direct financing leases..................... 163,574 163,574
Other @SSetsS. .. ... ..o 6,757 5 30 1 6,793
Restricted assets:
Cash. ... 176 176
INnVestments. ... 6,710 3,623 10,333
Capital assets, net of accumulated depreciation
Land. ... 2,730 5,103 7,833
Structures and improvements. ........................ 24,912 16,553 110,287 151,752
Infrastructure. .................. 240 240
Equipment................ 6,119 735 23 10,526 17,403
Construction in progress. ...........ooooeeeiieiiiiin. 992 127 1,119
Total @ssets...........coooviiiii 118,232 36,510 26,845 29,192 327,958 538,737
Liabilities:
Accounts payable and accrued liabilities.................. 10,565 375 17,460 27,916 56,316
Due to Primary Government ........................oo... 400 3,000 3,400
Unearned reVeNUE. . ...........oooiiii 174 227 2,875 529 3,805
Accrued insurance on loan losses. ........................ 2,674 2,674
Other liabilities .......................o 231 231
Bonds and notes payable:
Due withinoneyear......................coooo. 1,035 35,340 36,375
Due inmorethanoneyear............................ 22,398 166,559 188,957
Other noncurrent liabilities:
Due withinoneyear.......................ooooi. 38,462 110 138 38,710
Due inmorethanoneyear............................ 17,059 58 15,979 33,096
Total liabilities.................................... 89,519 2,848 1,001 20,735 249,461 363,564
Net position:
Net investment in capital assets........................... 9,935 22,518 23 82,054 114,530
Restricted:
Debtservice............. 2,838 2,838
Capital improvements and deposits................... 11 44 785 840
Unrestricted. ... 18,767 33,662 3,326 8,390 (7,180) 56,965
Total net position................................. $ 28,713 $ 33,662 $ 25,844 $ 8,457 $ 78,497 $ 175,173
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STATE OF MARYLAND
Combining Statement of Activities
Non-major Component Units
For the Year Ended June 30, 2014
(Expressed in Thousands)

Maryland
Industrial Maryland Maryland Total
Maryland  Development Food Technology  Maryland ~ Non-major
Environmental Financing Center Development  Stadium  Component
Service Authority Authority  Corporation  Authority Units
Expenses:

General and administrative. .............................. $ 13,062 $ 2,354 $ 1,128 $ 599 $ 8,467 $ 25,610
Operation and maintenance of facilities.................. 97,364 2,280 25,806 125,450
Provision for insurance on loan losses, net............... 85 85
Intereston long-termdebt. ............................... 1,247 8,871 10,118
Depreciation and amortization........................... 2,814 880 13 17,924 21,631
Other. ... 272 552 177 21,864 10,611 33,476
Total eXPeNSeS. ......oovvi i 114,759 2,991 4,465 22,476 71,679 216,370

Program revenues:
Charges for servicesand sales............................ 114,973 633 4,643 1,011 38,954 160,214
Total charges for services........................... 114,973 633 4,643 1,011 38,954 160,214
Operating grants and contributions....................... 1,050 22,290 35,438 58,778
Total program revenues............................. 116,023 633 4,643 23,301 74,392 218,992
Net program revenue (expense)............... 1,264 (2,358) 178 825 2,713 2,622

General revenues:
Unrestricted investmentincome.......................... 61 378 35 243 717
Total general revenues. ............................. 61 378 35 243 717
Change in net position........................ 1,325 (1,980) 213 1,068 2,713 3,339
Net position - beginning of the year, as restated. . .. 27,388 35,642 25,631 7,389 75,784 171,834
Net position -end of theyear....................... $ 28,713 $ 33,662 $ 25,844 $ 8,457 $ 78,497 $ 175,173

www.marylandtaxes.com 131



132 www.marylandtaxes.com



COMPREHENSIVE ANNUAL FINANCIAL REPORT
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Statistical Section

This part of the State’s comprehensive annual financial report presents detailed information as a context
for understanding what the information in the financial statements, note disclosures, and required
supplementary information says about the State’s economic condition.

Contents Page

Financial Trends
These schedules contain trend information to help the reader understand how the
State’s financial position and well-being have changed overtime.................................. 135

Revenue Capacity
These schedules contain information to help the reader assess the State’s most
significant OWN-SOUICE FEVENUES ... .. ... it 142

Debt Capacity

These schedules present information to help the reader assess the affordability

of the State’s current levels of outstanding debt and the State’s ability to issue

additional debt inthe future ... ... ... .. 147

Demographic and Economic Information
These schedules offer demographic and economic indicators to help the reader
understand the environment within which the State’s financial activities take place............... 152

Operatlng Information

These schedules contain service data to help the reader understand how the

information in the State’s financial report relates to the services the State provides

and the activities it performs ... ... .. 155

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual financial
reports for the relevant year.
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STATE OF MARYLAND
Personal Income Tax Filers by Subdivision
Tax Year Ended December 31, 2013

Number Adjusted Net State Local State and Local Local
Subdivision of Filers Gross Income Taxable Income Income Tax(1) Income Tax Income Tax Tax Rate
Allegany.................. 22,006 $ 1,148,749,427 $ 883,324,281 $ 39,607,345 $ 26,095,112 $ 65,702,457 3.05%
Anne Arundel............. 214,755 19,338,945,953 15,636,875,234 737,272,406 396,498,429 1,133,770,835  2.56
Baltimore County......... 327,256 26,719,640,203 21,287,945,539 983,193,448 593,426,280 1,576,619,728  2.83
Calvert.................... 34,020 2,915,447,836 2,298,278,397 107,278,937 63,708,404 170,987,341  2.80
Caroline................... 11,147 600,595,895 444,086,756 18,780,307 11,253,936 30,034,243  2.63
Carroll..................... 65,514 5,375,883,963 4,272,854,810 200,313,274 129,236,508 329,549,782  3.05
Cecil ...l 35,472 2,353,989,479 1,824,523,665 65,301,900 50,059,796 115,361,696  2.80
Charles.................... 56,963 4,307,581,401 3,251,745,193 149,394,892 92,882,998 242,277,890  2.90
Dorchester ................ 11,091 594,558,765 447,355,915 19,707,492 11,219,752 30,927,244  2.62
Frederick. ................. 94,109 7,742,027,969 6,150,452,048 286,524,989 180,156,594 466,681,583  2.96
Garrett..........oooii 10,032 560,106,031 429,605,220 18,742,479 11,063,806 29,806,285  2.65
Harford.................... 96,088 7,507,596,548 5,926,992,757 273,896,404 179,232,046 453,128,450  3.06
Howard.................... 117,463 13,241,750,813 10,972,456,432 524,114,644 349,085,808 873,200,452  3.20
Kent............oooo 6,996 532,071,030 419,493,814 17,658,455 11,758,216 29,416,671  2.85
Montgomery .............. 407,363 45,607,413,448 38,036,993,408 1,789,843,796 1,207,855,837 2,997,699,633  3.20
Prince George's............ 350,327 21,135,567,133 15,047,432,585 678,376,707 468,075,721 1,146,452,428  3.20
Queen Anne's............. 18,037 1,545,411,968 1,218,705,721 56,377,417 38,595,023 94,972,440  3.20
St.Mary's................. 39,420 3,125,352,712 2,479,551,035 115,152,485 73,479,658 188,632,143  3.00
Somerset...........oo.o.. 6,088 287,549,913 207,793,663 8,837,803 6,181,111 15,018,914  3.15
Talbot..................... 14,331 1,386,024,598 1,111,304,912 50,085,415 26,353,729 76,439,144  2.40
Washington............... 52,879 3,206,645,143 2,477,483,140 112,926,871 67,604,076 180,530,947  2.80
Wicomico................. 33,278 1,847,909,241 1,400,850,656 59,918,280 43,091,736 103,010,016  3.20
Worcester................. 20,617 1,286,708,049 990,978,118 43,499,534 12,128,750 55,628,284  1.25
Baltimore City............. 195,608 10,898,247,250 8,336,453,230 374,879,099 254,601,156 629,480,255  3.20
Non-resident.............. 106,421 5,084,141,177 4,393,936,077 283,212,762 283,212,762

2,347,281 $ 188,349,915945 $ 149,947,472,606 $ 7,014,897,141 $ 4,303,644,482 $ 11,318,541,623

(1) See State personal income tax rates schedules for tax rate information.
Source: Revenue Administration Division, State Comptroller's Office
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STATE OF MARYLAND

State Personal Income Tax and Sales Tax Rates
Calendar Year 2012-2014*

Filing Status, Single: Married Filing Jointly:
Taxable Income: Rate: Taxable Income: Rate:
$3,001 - $100,000 4.75% $3,001 - $150,000 4.75%
$100,001 - $125,000 5.00% $150,001 - $175,000 5.00%
$125,001 - $150,000 5.25% $175,001 - $225,000 5.25%
$150,001 - $250,000 5.50% $225,001 - $300,000 5.50%
Over $250,000 5.75% Over $300,000 5.75%

Sales Tax Rate: 6%

*Rates effective January 1, 2012

State Personal Income Tax and Sales Tax Rates
Calendar Years 2008 — 2011*

Filing Status, Single: Married Filing Jointly:
Taxable Income: Rate: Taxable Income: Rate:
$3,000 - $150,000 4.75% $3,000 - $200,000 4.75%
$150,001 - $300,000 5.00% $200,001 - $350,000 5.00%
$300,001 - $500,000 5.25% $350,001 - $500,000 5.25%
$500,001 - $1,000,000 5.50% $500,001 - $1,000,000 5.50%
Over $1,000,000 6.25%** Over $1,000,000 6.25%**

Sales Tax Rate: 6%

*Rates effective January 1, 2008
**Rates for calendar year 2011 were 5.50%

State Personal Income Tax and Sales Tax Rates
Calendar Years 2005 - 2007

Personal Income Tax Rate

1% 2nd 3 In excess
$1,000 of $1,000 of $1,000 of $3,000 of
Net Net Net Net Sales
Taxable Taxable Taxable Taxable Tax
Year Income Income Income Income Rate
2007 2% 3% 4% 4.75% 5%
2006 2 3 4 4,75 5
2005 2 3 4 4,75 5

Source: Revenue Administration Division, State Comptroller’s Office
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STATE OF MARYLAND
Ratio of General Bonded Debt
To Actual Value and General Bonded Debt Per Capita
Last Ten Fiscal Years

(Expressed in Thousands) Ratio of General General
Estimated Estimated General Bonded Debt to Bonded Debt
Fiscal Year Population (1) Property Value Bonded Debt (2) Actual Property Value per Capita
2014, ... 5,929 $ 647,265,360 $ 8,362,347 1.29 % $ 1,410
2013, 5,885 641,751,347 8,005,802 1.25 1,360
2012 5,828 653,376,073 7,541,102 1.15 1,294
2011, ... 5,786 689,329,692 6,982,846 1.01 1,207
2010 .. oo 5,699 731,809,178 6,523,222 0.89 1,145
2009 ..o 5,634 707,573,095 5,873,643 0.83 1,043
2008........ 5,618 633,453,169 5,493,830 0.87 978
2007, 5,602 527,012,375 5,142,154 0.98 918
2006 ... 5,573 452,249,831 4,868,472 1.08 874
2005, 5,537 398,065,083 4,511,826 1.13 815

Source: The Sixty-First through Seventieth Report of the State Department of Assessments and Taxation and the State Comptroller's Office

(1) See Schedule of Demographic Statistics.
(2) Includes general obligation bonds. The primary revenue source to pay the debt service for general obligation bonds is property taxes.
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STATE OF MARYLAND
Ratio of Pledged Assets to
Revenue Bonds, Community Development Administration
Last Ten Fiscal Years
(Expressed in Thousands)

Ratio of
Pledged Revenue Bonds Pledged Assets to
Assets (1) Payable Revenue Bonds

2014, . $ 3,015,137 $ 2,507,082 1.20%
2013 3,311,864 2,766,326 1.20
2012 . 3,542,214 2,926,149 121
2010 . 3,627,287 3,047,472 1.19
2010, ... 3,717,989 3,136,883 1.19
2009, 3,517,631 2,983,490 1.18
2008, ... 3,489,271 2,971,219 1.17
2007, .. 3,497,373 3,016,848 1.16
2000, ... 2,476,342 2,040,485 121
2005, .. .. 2,439,264 1,973,583 1.24

(1) Bonds and notes issued by the Community Development Administration (CDA) are special obligations of CDA and are payable solely from
the revenues of the applicable mortgage loan programs. Assets, principally mortgage loans, and program revenues are pledged as collateral
for the revenue bonds.
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STATE OF MARYLAND
Schedule of Demographic Statistics
Last Ten Years

Total Personal Per Capita
Income (2) Personal School Unemployment

Population (1) (Expressed in Thousands) Income Enrollment (3) Rate (4)
2014 5,928,814 $ 321,688,894 $ 54,259 994,380 6.0 %
2013 5,884,563 316,681,620 53,816 992,828 6.8
2012 5,828,289 295,235,516 50,656 961,486 6.8
2010 5,785,982 283,919,505 49,070 993,996 7.2
2010 .. ... 5,699,478 278,026,000 48,781 984,134 7.4
2009 ... 5,633,597 272,542,169 48,378 975,861 5.9
2008 ... 5,618,899 264,367,477 47,050 1,024,803 3.7
2007 ... 5,602,258 252,780,827 45,121 1,036,523 3.9
2006 ... 5,575,552 237,522,127 42,601 1,050,627 3.8
2005 5,538,989 225,022,781 40,625 1,053,378 4.2

Sources:

(1) U.S. Census Bureau, "Intercensal Estimates of the Resident Population for States”, April 1, 2010 - July 1, 2013, revised December, 2013.
Estimates for the calendar year except that the current year amount is a projected estimate for the year.

(2) U.S. Department of Commerce, Bureau of Economic Analysis. Data for all years based on revised statistics of state personal income released on
May 30, 2014. All estimates of state personal income are subject to BEA's flexible annual revision schedule.

(3) Figures are for the calendar year. State Department of Education, grades pre-kindergarten thru grade 12. Includes public and nonpublic schools.
2014 data for nonpublic schools is incomplete.

(4) Figures are for the fiscal year. State Department of Labor, Licensing and Regulation.
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STATE OF MARYLAND

Schedule of Employment by Sector
Prior Year and Nine Years Prior

Calendar Year 2013 (1)

Calendar Year 2004 (2)

Total Average Total Average

Average Wages Weekly Average Wages Weekly
Annual (Expressed Wage Per Annual (Expressed ~ Wage Per

Employment  in Thousands)  Worker Employment  in Thousands)  Worker

Government:

Stateandlocal ........................... 342,461 $ 17,611,675 $ 989 319,420 $ 13,134,502 $ 791
Federal................................... 144,612 13,031,092 1,733 126,922 8,949,754 1,356
Total government..................... 487,073 30,642,767 1,210 446,342 22,084,256 952
Manufacturing. ... 106,501 7,369,033 1,331 143,172 7,634,577 1,025
Natural resources and mining................ 6,338 239,973 728 6,687 211,107 607
Construction.........................oL 146,207 8,201,840 1,079 175,967 7,747,169 847
Trade, transportation, and utilities ........... 445,462 18,510,631 799 463,227 16,255,823 675
Information services ......................... 39,491 3,203,134 1,560 50,121 3,056,880 1,173
Financial activities........................... 138,212 11,102,161 1,545 156,352 9,340,823 1,149
Professional and business services............ 417,061 29,586,812 1,364 370,638 18,746,105 973
Education and health services................ 403,282 19,660,849 938 333,435 13,036,630 752
Leisure and hospitality. ...................... 254,166 5,137,793 389 224,371 3,934,236 337
Unclassified and other services............... 88,610 3,257,942 707 90,762 2,633,774 558
Total of all sectors.................... 2,532,403 $ 136,912,935 $ 1,040 2,461,074 $ 104,681,380 $ 818

(1) Source: Maryland Department of Labor, Licensing and Regulation, Office of Labor Market Analysis and Information Publications
"Employment and Payroll 2013 Annual Averages" issued June, 2014. This report reflects the new North American Industry Classification

System (NAICS) coding revisions.

(2) Source: DLLR Website - http://dllr.maryland.gov/Imi/emppay/md2004ep.shtml
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STATE OF MARYLAND
Maryland’s Ten Largest Private Employers*

Calendar Years

Employer (Listed Alphabetically)

2014, 2013, 2012 and 2011 2010 and 2009 2008

Giant Food LLC

Helix Health System Inc.

Home Depot Inc.

Johns Hopkins Hospital

Johns Hopkins University

Northrop Grumman Corporation
Safeway Inc.

Target

University of Maryland Medical System
Walmart

Adventist Healthcare

Giant Food LLC

Helix Health Systems Inc.

Johns Hopkins Hospital

Johns Hopkins University

Northrop Grumman Corporation
Safeway Inc.

Target

University of Maryland Medical System
Walmart

Giant Food LLC

Helix Health System Inc.

Home Depot Inc.

Johns Hopkins Hospital

Johns Hopkins University

Northrop Grumman Corporation
Safeway Inc.

University of Maryland Medical System
United Parcel Service

Walmart

2007

2006 and 2005

Giant Food LLC

Helix Health System Inc.

Home Depot Inc.

Johns Hopkins Hospital

Johns Hopkins University
Macy’s

Northrop Grumman Corporation
Safeway Inc.

United Parcel Service

Walmart

Giant Food LLC

Helix Health System Inc.

Home Depot Inc.

Johns Hopkins Hospital

Johns Hopkins University
Northrop Grumman Corporation
Safeway Inc.

Target

United Parcel Service

Walmart

Source: Department of Labor, Licensing and Regulation; Office of Labor Market
Analysis and Information — Major Employer List — March 2014

*Information such as the number of employees or the employers’ percentage of total employment is not available for disclosure.

154 www.marylandtaxes.com



GGT WO02'SaxXDIPUD|AIDW MMM

*.SHuN wauodwo) JaYlQ,, 10} 2101 3y Ul papnjaul SI sieak JoLid 1o) UoIeWIOoLU|
30140 S.J9]j01dwo) a1e1s ‘nealng ||0JAed [eAjUsD :89IN0S

0vS'6E 720'Se  G6COE 9€T'8 16 ¥95'6€ GTY'6E 09T'6€ er8 Ty 90S'Sy seaAo|dwa syun Jusuodwod [e10 L
65 A 1T ve ve 8z 6¢ 6¢ LT [T e spun juauodwod 1Yo
€6 86 0zT 80T LTT 80T AN AN YA BCT e Aoyiny wnipels
9T 9T 9T LT GT T LT 8T e X1sni | aba|joD predaid
88€'6E 788'7E  ZET'9E 886'LE G86'8¢ TTY'6E 6526 G00'6€ 9/9'T TES'GY e uoneonp3 JaybiH

:sHun usuodwo)

GEE'T9 908'T9  9v¥E€'Z9 2L1'29 899'29 €209 982'6S 26'65 0€T'6S 8/2'T9 seakoldws Juswuianob Aewnd [ejoL
1£0'C 280'C v9T'Z 772'2 782'C €0€'Z 00€'2 85€'Z 0vE'Z 6ey'c 0 seako|dwsa adA1-ssauisng |ejoL
9T 18T 78T 102 0z 002 8T 76T €8T 06T sasdIBIuT [eUONDBLI0D puBlAIBIN
€0S'T 20S'T 65T 259'T 259'T 099'T 059'T 189'T 779'T €89'T Auoyiny uoienodsuel L puejfiei
69T €8T G8T €81 68T 18T 002 gTe 872 69z Aousby jonuo) Butwes pue AisnoT puejArepy
102 0Tz 102 802 L2 292 99z 892 g9z 8z sweiBoud soueinsul - JusWdO[BASP JIWIOU0OT
:sanIAoe adA1-ssauisng
862'65 v2l'6S  28T'09 822'09 98¢€'09 TEY'8S 986'95 99G'/G 06.'9S 6¥8'8s seako|dwsa saniAnoe [eluswuIBA0b [e10 |
10€ ove G62 G/2Z 822 €91 19T 0.1 697 voT JuBWdO9A3P D1WIOUOIB pue SsauIsNg
005 661 187 1S 8y 8y oSy ogy )44 LY ainynoby
106 26 9¢6 €16 096 000'T 856 126 €6 GI6 e JuswuoliAug
292 952 8¢¢ 602 e V12 89¢ G8e 98¢ otz uawdopanap Anunwiwiod pue BuisnoH
820'C 0/6'T 800'C 0,02 v0T'2 TTT'2 GET'Z 0012 670'C eye'c e UOIYe81984 pue $33IN0S3I [eInjeN
199'T LY9'T 289'T 779'T 299'T 6/8'T 296'T 906'T €6L'T TL6'T uone|nfial pue Buisuadl| ‘1ogeT]
961'S vrL'S 158'S 286'S 60T'9 ¥58'S GE6'S G06'S 1€6'S 85T'9 [e1d1pne
665'9 €25'9 8759 2.5'9 8€9'9 S0v'9 LET'9 102'9 G60'9 280'9 i uoneyodsuel |
L02'ST L0E'ST  €09'GT T6L'ST TT€'91 6G.'ST L¥S'ST G29'ST evy'ST BYY'GT Kiayes a1jand
016'9 191'9 €TL'9 509'9 €05'9 951'9 12e'9 892'9 6YT'9 2ET'9 $90.N0Sal UBWNH
S62'C Gev'e ¥05'2 Sri'e 0Sv'2 052'2 2912 1ee'e €52'C B0G'Z uoneonp3
€€9'TT 899'TT  T99'TT TrY'TT 088'0T €0T'0T 651'6 626'6 evL'6 QIy'oT e auaIBAY [eusw pue yiesH
€61'S 959'G ZtL's 0.L'S €18's G69'S 6.1'S 18¥'S 96€'s Z26'S uawuIaA0b |esBuURD
:SBIIIAILOR [BIUBLLIUIBAOD)
:seakojdwig a1e1s
5002 9002 100z 8002 6002 0102 1102 2102 €102 ¥102
‘0€ BuN[ papus Jes A

SIB9A |RISIH Ua] 1seT]
weaboad/uonoun Aq sesAojdw3 a1e1s
ANVTAYVYIN 40 J1V1S



EOQ.WNXB,NEEB\\CBE.\S\S\S 9ST

G20'LYy 9152 G6v'95 255'89 GE6'8S G96'2S 75’59 G8Y'oY [AA14 gre'ey (9) papsemy sdiysIe|oyds 81els Jo JaqunN
786'T5¢C 085952 696'S5¢ 9€9'€9C 182'69¢ 961°08¢ 901'98¢ €12'86¢C GTT'20¢ G08'96C oo SUSpNIS 40 JsquInN
909'8 TTL'8 120'6 v2T'6 06T'6 121’6 1.9'6 268'6 T.2'8 8628 oot (5) s101e9np3 4O JaqUINN
6¢ 6¢ 6¢ 6¢ 6¢ 6¢ 6¢ 6¢ 6¢ 6¢c  TrrrrrrrrmrrrmrmImTITOs alelS Ul sasndwied Jo JaguinN

sabia||0D ‘sanIsIaAIuN) uoleonp3 JaybiH

769'6 Sey'eT LTY'L 0TL'Z L00'T 1¥S L€9 292 6. 19T Trrrrrrrerreerieoiste st pgUIRI) SIBHIOM JO JBQUINN
WT'T 009'T 009'T (144 0 74 LT €T 6 6 Crrerrese s (€) PRISISSE $9SS8UISN| SO JBqUINN

“Juawdolana@ 21U pue Ssaulsng 40 Juswiiedaq
69L'€T £12'eT 0SZ'vT 879'9T 906'9T S0v7'9T 9S#'9T 96.'9T 9zy'ST 6T6'7T “ () sueoT paoueuld puog Ajiweninin/A|iweS 816uls sAnOY

............ uswdolana@g Anunwwio) pue BuisnoH Jo juswiredsg

000°0EY T/8'65Y 9£2'z8Y 9£Z'z8Y 906'7€S G8Z'7SS 287'€95 089'2.G 8€8'7.S 1G1'18G sweJBoud |[e - pansasaid pue [emnouby saioy
uoliw T'6T  UOI|IW L'6T UOI|IW 80z UOI|IW $'0Z  UOI[IW 9°'6T UOI|IW 2'TZ  UOI[IWG'ZZ UOI|IWgZZ  UOI|[IW Z'ZZ uoliw 2gg (1eaA repusjeo) s1sbusssed Lodiy |Md
uoliw 0'g uoliiw T'G  UOIIW QG UONIW gy UOI[IW 9y Uolj|iw 8'Y uoliw Q' uoljIW 6y uoljiw 8y UOIIW Gy e suonelsibay 8|o1YsA J010
GST'T GST'T GST'T 9/T'T 08T'T 08T'T €8T'T 2817 vEY'T 152 A (2) sebpuig jo JsquinN
1S6'L'$ c18'L$ 066'8 $ ¥92'8°$ €T6'8'$ 2.5'L$ T/1'8% 879'8'$ G59'8 $ T92'8¢ 8|1 8ueT Jad sainpuadx3
LTL'9T TEL'9T 181'9T 158'9T G68'9T T96'9T 886'9T Zr0'LT 050'LT €90 2T T paurelureIl S3|IIA BueT]
vez's gez's 02's we's ore's r¥e's ¥52'S 992'S ¥92'S (AL T KemyBiH 81e1S JO s3I

:uonepodsuel |

991'zY'e 80'0TF'C  899'€8E'Z  €8T'€9E'C  892'80C'C  ¥98'GST'C 82/'S0T'c  €09'950'C 195'050'2 VN sBulli4 [e1o1 ‘feroipne
97G'20T G8.'T0T 102'00T 002°00T 25€'86 17506 000'20T G8Z'68 00.'88 00888 (+eaA repusyes) suoIsI|[0D JO JAQWINN - B]IIYBA J0JOIN
6T2'Z8Y 252297 ¥8Z'0EY S05'9PY 00T'06€ GT6'T8€ 65v'8YE 760'9€€ 00S'78¢ 0oo'sge o (1eaA Jepuayeo) suomend afoIyaA J010N
€6G'T T65'T T6G'T 06S'T 19G'T G9S'T G9S'T €9G'T 298'T 0 32110 9)81S JO JAqUINN
9 9z 9z 9z 9z 514 14 [£14 o1 9z e SUOIJEIS 321]0d $0 JaGUINN

‘(201104 81035) A3ages o1jand
G9.'9 8959 1¥2'9 019'9 09.'9 GT0'G GT0'S GlE'e €86'C ooL'z uo13egO.Id UO SUINOA 40 Jaquinu Ajyiuo afessny
91T 82L'T 979'T G29'T 61G'T 90v'T 891'T v0e'T 102'T oozt uoneindod Ajreq sbeany ‘swelibold [enuapissy YINoA
ZTT'08 v 6 L¥1'28 009'8Y ¥8Y'vS 6£6'7S 002'SS 286'0S 181'2S geg'es 0 uoisiaiedng Jspun sased 8AIOY ‘UOIE]OId PUe 8]oJed
8£6'9Z G/¥'9Z 089'TC £76'22 811'tC 168'02 6ST'TC 05#'SZ 989'%Z 6c9'cc uoneindod Ajre@ sbesany suonminsu| [euol01109

:Kyages a1jand
29T 956'€T 908'cT 6€8'1T GETYT €60'ST 162'ST 0€Z'¥T 98¢'ST o60'stT peojase) afelany uondopy pazipisgns pue aied Js)so
281'S9 68G'2G 671'0S 561G 9zv'8S 2ey'l9 2er'l9 eTv'eL 9ev'L9 6SEY9 (INVL/0d4V) peojssed souessissy dljgnd
809'26 GTL'26 ££6'c6 78€'66 8/9'TTT 9r0'2eT €56'7GT ¥2T'65T 089'29T POT'YBT e sual|D aualbAH [eusiy
71G'80T 00T'€TT TL7'T2T €8y'ZeT 2L0'WYT 0,9'8¥T 000'SST 181'9%T €26'7rT 000'0GT e syus1di0ay welbold pood DIM
670'S6 092'€0T 666'S0T ¥05'80T /T9'S0T 866'L6 000'86 TT0'€0T ZET'TIT GG8'ZTIT e swjoiuz weiboid yieaH s,uaipiyd
G80'8€9 005'629 9ev'02S 280'2€S 796'695 181'9.9 00S'79L £65°0T8 218'TY8 [8G'GB6 e JUBW||0JUT PredIpaN

1$921N0S3y uewnH pue yijesH

T96'828 $ 100628 $ 965228 $ ¢€L'€e8  $ Zvl'ST8  $ 609%I8 $ O0T9ZI8  $ 90T'TC8 ¢ ISv'ee8 ¢ 666228 $ oot JUBW||0JU3 |00YDS d1[gNd ‘UoeINP3

5002 9002 1002 8002 6002 0102 1102 2102 €102 (1) ¥102 weibo.d/uonouny

sa|lw asenbs y86 - ealy pue

[enipne - sAlNdaX3y - m>:m_m_mm|_ Tt JUSWUIBAOD) JO WIoH

QQIT e UoEOLNEY 10 31eq]

SIea A [BISIH Ud] 1seT]
uonoun4 Ag sonsnels 1essy |eude) pue bunedadQ ‘snoaue||aosiiA JO 8|NPayYIs
ANVIAYVIN 4O 31V 1S



/ST WO0I'SaxnIpub|Aiow mmm

'2T02 A4 U1 unBag saonoead Buipseme ur abueyd e 03 anp papnjoul Jou ale sdiysiejoyds anne|siba (9)

"€T0z U1 Butuuibag Aynoey uoieanpa BuINUIIUOD pue ‘SadIAISS UOISUSIX® Je A1 ndey ‘gIAIN Je SUIdIP3IAl [B21U]D Je A} NJey JO UOISN|IXa 0} anp SI JUnod A}jnJey 4o uonanpal abieT ()
‘pua JeaA [edsty 18 YadD Aq pIay saniinaas paxoeg-abeflioln ay) as1dwod yeyl sueo| BulAjIapun ayl Uo SIadIAISS Ja1se| Juaiapiip oml Jo Buiiiodal ayy uo Aja1ejdwod saijal wao (v)
"(OMd) weiboid Aijend) 2210110\ oy diysiauiied ayy Joy Buipuny paonpal 01 pa| sey 00z Ul swelboid Buiures jo Buinionnsay (g)

‘uone|siba] AemybiH [esapa- 01 anp £T0z Ul Buiuuibag papuedxs Ajjusdas sem wiaisAs AemybiH [euolieN ayi jo uoniod s,puejAie (2)

‘SeIRWWNSS 8. syunowe 8say ] (T)

puejAre|Al J0 uoneasiuIwpy AemybiH 81elS syl pue

'$904N0SaY [e4nieN J0 Juswiiedaq ‘Juswafeuriy pue 19Bpng Jo Juswiiedaq ‘186pNg puejAIe|Al ‘|eNUBLIPLI/ESWI/SN" PL‘BRIS SIAIUDIEPW MMM ‘Neaing [|0JA_d [eAUaD ‘UOISIAI] BUUN02DY [BIBUSS) ‘8110 S.48]|01dW0D) B18IS :S39IN0S

€60'9€T €60'9€T /8G'8ET eey'orT vEY'TYT 68LTYT 850°CYT 66271 OEY'EvT 00g'SYT e S8J0V 'S804 IS JO BAIY
T99°€6 T99°€6 €89'€6 2L6'E6 02576 62Lv6 96T°56 661°56 0€T'96 vIv'L6 S8IOY ‘Syied 8JelS JO ealy
uoliw g’ Tt  UoHIW T'TT  UolW €' TT  uoljjiw g'TT uoljiw/’0T  Uoliw T°0T  Uuoljiw G'0T  uoljiw 8'TT  uoliw ¢'TT uoliwrgror - T SIONSIA AlteQ Sxied 91els
09 09 89 19 79 99 99 99 99 99 TrrorrrriTITITiiiiiiiS)S9104 pue shled 81els 40 J3quinN

:uolesldny



158 www.marylandtaxes.com



e
ﬁﬁﬁ COMPREHENSIVE ANNUAL FINANCIAL REPORT

Yinancial %Aﬂ(//{é@’ @;7/(//@(/ éy %m

These schedules are
required to be submitted
by the Comptroller

by Title 2, Section 102
of the State Finance and
Procurement Article

of the Annotated Code
of Maryland




EOQ.WNXB,NEEB\\CBE.\S\S\S 09T

092'896'.€ $ ¢2Z9YI0T $ 69Y¥RCT $  L09'0EET $  L9r'296'€ $ <el6Y0Y $  9v9TIL'6 $  668'8.G50T $ 099'/G6'9 $ €59'608'L $  96ELTOST $ COB'EOTSGT 0§ oo Sanuanal 210
evT'LT ¥TE'8 11G') 62¢8'8 0GL'L e S)UN022e BUIA|OASY
62€'e 62€'€ 88T'8T TTeeeterreepungIsnL
EY2'182'T eve'18e'T £2'182'T “+++ spuny Jaypo wiouy perenidosddyy
176669 8TE'GE 085287 172687 6Y0'LLY vo9z'sts 00 S)UsWIBSINQWIa) a1eIS
SY1'8eT SKT'82T YOL'9ST e swiniwaid
000'G2€ 000'52€ 000'GSY ** spuog uolenodsuel) PalepI|osuoD
70€'6.6 VOE'BL6 S *+asodind [esoush - srels
:$9Nnss1 puog
0T¥'192'T 29e'6YT'T §96'2G€'T 870'ZTT VA7K /4 A S)UBWIBSINQWIBI JBYIO
0v6'69.'6 0v6'69.'6 668'8.G'0T $ " 's)uelB pue SjusWBsINGUIIS [elapa-
£69'G26'€ 69V'PYZ'T  $  L09'0EE'T $  ¥2Z'TYT $ BLY'89LT S e saIHsIOAIUN pue sab]]0D
S92'v6¢ 692791 T€8'0LT 966'62T 828'20T " SNoaue||8osIA
._”NO,H ONor_” ooo,w T e wEwE\AmQS Uueo| uo 1saJalu|
686'T 90L'T $ Siy'0T 959'T 8£8'6C 000'sT o SJUBWISBAUI UO 1S3J81U|
6TG'70T 89T'20T 10028 16€'2 00z e sfelusy
G0€'8L 00€'82 6ET'68 S 0T [eAos pue suoissiwwod
0v2'00T 16578 89%'9/G €79'GT ovg'st e a11gnd ayp 01 safes
129'60€ 218'vST 21€'96T 608'vST TPO'EST e $1S00 pue saul
80€'STT'T €70'9.6 TT6'€€0'T G9Z'6€T ¥18'0ST TTTUUTUUTTUSBOIASS A0) S33
LEV'6Y9 €05'909 99%'€09 v€6'2y 11197 st spwied pue sasusol
BENTe)
T07'288'9T €11'116'C 821'G98'Z 829'706'€T TIG'B96'ET  rrrrrrrree Soxe) [e10L
78165 78.'6G €1€'1G *r xe) widlsAs suoydalsy Aousbiews
882'05 882'0S €I6'€sT e xe} uonessush Abisug
99/'ST 99/'GT 9€5'L xe} Buipn reog
0S.L L 0SL isaim ‘Buixog
861 861 Saxe} ysi|[aus
T.0'€ 1.0'€ TIL'S e sexe] Buroel asioH
v62'SLY L87'0VT €6T'L2T L08'vEE ZIrote saxe} Auedwod soueinsu|
GE8'0YL GE8'0vL 000822 e soxe) Buipn ajo1ysn 1010
£0v'207 £0v'20% €L6'2TY * $3Xe) 000(0 |
966'G6T v 228'2S 1€2'2¢8 YLT'EVT'Y 1se'eeTy 0 SOXE) 8SN pue ss[es
2€8'85.'8 058'€2Z 625'9€C 786'7€5'8 ¥98'659'8 ot SOXE) 3LI0oU|
6£.'218 6€.°208 88908 000G 000'S e " S3Xe) [3N) BJOIYdA JOJOIN
808'0€ 808'0€ T9g'0e o ey safesanag |0yodly
LIT'ET €10's 692t ¥0T'8 oeg'L Xe} JUBLIBSNULIE pue UOISSILPY
G8L'eTZ GBL'ETZ 062'c0z o Soxe} yreaQ
9vE'6ET 9rE'6ET A xe} uolyesodiod pue asiyouel
620'696  $ 095'2.8 $ L/9'€08 $  69V'T6 $ 667'68 § e xe) Auadoid
Soxe ]
Sonuanay Sanuansy SaNUBARY SanuUanay Sonuanay Sonuanay Sonuanay Sonuanay Sonuanay Sonuanay Sanuansy SaNUBARY
[enioy [Ny [enioy pajewinsy [enioy pajewns3y [enY parewns3y [enioy pajewisy [enoy pajewns3
lelol pun4 pun4 payiisay pun4 papulsaiun pun4 [eJepa4 pun4 fedads pun4 [eJaus9
wyom_o‘_& ua.n) ua.und
lended Spun4 uoneanp3 JaybiH

spung paebpng [enuuy

¥T0Z ‘0E aunr papud Jes A 8yl 10y ‘siseg A1eabpng ‘924n0s Ag SanusAdy [eN1oY pue palewlilsy Jo ajnpayds

(spuesnoy uil passaidx3)

ANVITAYVIN 40 31LV1S



9T woo .mmXBtuQG\\CGE.\S\S\S

"sain)ipuadxe pue saoueIquINoUS Jeak Joid Jo UOIIBIILISS.[O U} Ul S90USIaLIP W) 3Nsal ‘UoIIoas [SY 8yl Ul papnjoul ,spund [esspad
pue ‘[e10ads ‘|elsuss) Ase1ebpng - [emoy pue 186png - seouejeg pun4 ul sabueyd pue saoURIGINOUT pue sainlipuadx3 ‘SanusAsy JO JUBWARIS,, Yl PUE JUSLUSILIS SIU) USSMIB] SaouaIaiLIp ainipuadxa pue uoneridoiddy

266'C26'8E $ GEE'BY6  $ ¥IL'YCT $ L09'0SE'T $ 89T'S06'C $ C2L'6V0'Y $ 69,8266 $ 668'8.5°0T $ 8v¥'LSEL $ €59'608'L $ 80S'8€S'ST $ 952'TC9'ST $

**$30URIQLINDUS PUE S3INIpUadxa [210 |

(T09'86T) (ov) (86v'86) (926'v€) (662v9) e SuoIs1aal 1eak Jolid

(ooo'og) 0 e SUOISIaNBI Jeak Juaiin)
'SUOISIaNDY
GES'TEO'T gee'se ¢ 000°'c8 000'€8 e SJunodJe ueoT
9G62'SS 9G2'SS 9gg'ss i punj aAlssal ale1s
¥2€'90¢ 1827 1156 6€8'GL 906'G8 ¥02'92¢ opT'8ge e 8o1j0d are1S
¥€.'182 6€6'L ¥92'8 86T'Y 6€6'S 16G'G/2 008'9Lc e S9JIAISS 3IUsBAN(
G0E'65E 79€'€L 0ve's. gle'6he 9GT'T9C 89G°9¢ G6L°9g e " juswiuoaaug
GE0'6ST GGZ'S ¥26'2¢ 06%'0L €leCL 062'c8 ve9'vye JUBWIO[9ABP JILIOU0IB pUe SSauIsNg
6.9'6Y¢ LET'25¢ 000'T.2 298'88 818'€6 089'8 otss juswdoransp Anunwiwiod pue BuisnoH
02€'96T'VT Y08'P¥2'T $ L09°0SE'T $ 900'906'c $ 22L'6V0v $ ¥80'870'T 906'9TT'T T€€'62S LTG'TSS G60'891'L oev'eLy', uoneonpa dlgnd
G89°'/62'T 2e1'8e G2z'6¢ Zr0'ZeT 116'GST T2SLET'T g/8cvt't S8OIAISS [eUONI8.1100 pue Alayes o1jgnd
220'6€¢€ 696'6LT 6G8°'G8T Zre9TT Gi6'82T TTLCY geg'cy 0 uone|nfal pue Buisusdl| ‘1oqeT]
996'G/G'C €28218'T 9€8'906'T T00'90T TYT'ZEeT Zr1'289 Zro'2G9 e $82Jn0SaJ uewnH
09%'069'0T 20T'€9€e’s 2G6€'98G'S 29.'922'T €GE'6EC'T 965°090' 162890 auaIBAY [eyusw pue sjendsoy ‘yiesH
61586 2.8'c 6.8'S 0.6'29 00T'0L 1092 AN A aimnoLBy
6G8°L22 8G.°CE 222'se 989'GYT €8G'TGT STv'6Y ggser 0 UOI1ea139J pue $83.1n0sal [ednieN
T26'G00'Y 985068 067'6.6 GEE'STIT'E 6es‘ree’e sAemybiy pue uorenodsuel |
€6T°99 0ST'T T6T'T 90v'e ocv'e 1€9'T9 1€9'T9 e S9JINIBS [elausD)
698'8T 698'8T g9o'eT e uoisuad pue Juswainey
1EL°1L 280t YSE'TT GES'9T 6T1'9C 09€'0S 186'G5 0 e juawaBeuew pue 19bpng
T9.'78¢ LT2'6TT v1.'2eT ¥¥5'G9¢ 68¢'v.2 1Wpe anusAal pue [eloueulS
00.'298 1€1'88¢C 188°10¢ TTT'G0E PTT'6EE 261692 ¢se'tLie 101JUOJ BAIRASIUIWPE PUB SAIINIOXT
G2E'6€9 ovv's 2Ge0T €L9VTT 28L°0ET 212918 6s0'6TS T [eB3] pue maiAal [era1png
£Ge'8L €Ge'8L 472V annelsifa]
8¢.°168 90v'TT $ 18¢CT $ 2ec'988 ¢ wpL'/88 S Trrrrrmrmmmmriirrrees 199p d1gnd

19V'GST $ /9V'GST $ L9V'GST $ 0 s oJe]S 3yl Jo
SUOISIAIP [IAID 0) aNUBA3J JO SIUBWIARY
|enoy |enoy |enoy 186png |enoy 186png |enoy 196png |enoy 106png <uonoun4 Jole Agq
le101 pun4 Jeuld Jeul Jeuld Jeul saoURIqUINOUT pUe sain)ipuadx3

s109loud pun4 pa1oLsay pun4 pajoLIsaIun pun4 [esepa4 pun4 [e1dads pun4 [esauss
Jenden Wwan)

spun4 uoneanp3 JaybiH

spun4 pa1ebpng [enuuy

(spuesnoyl ui passaidx3)
¥T0Z ‘0€ sunC papu3 JesA ay) 104

siseg A1eyabpng ‘uonoun4 JoleN Ag seoueaquinaug pue saaniipuadx3 [en1dy pue 18bpng Jo ajNpayds
ANVTAYVIN 4O 31V 1S



EOQ.WNXB,NEEB\\CUE.\S\S\S 29T

"sainypuadxa pue saoueRIqUINOUS Jeak Jolid JO UOIeII}ISSeIO U} Ul S9OUISHIP W) 3 NSl ‘UONIaS |SY 8y} Ul papnjoul ,Spun4 [eJapa-
pue ‘[e10ads ‘|esauss Areyebpng - [emoy pue 186png — saouejeg pun4 ul sabueyd pue s3oUBIGUINIUT PUB S3INNPUadXT ‘SENUBASY JO JUSWSIEIS,, 3U) PUB JUSLISILIS SIY) USBMIBQ S3oUBIaIp ainypuadxa pue suoneudolddy

€20'90€'Y $ ¥50'89¢ $ 8r6'y $ ¥10'8.6 $ - $ 9.T'6YT $ Zr1'8L8'T $ €e5'eLL $ 95T'SGC $ T leloL
628'GTC'T (929°09¢) 8187 ¥60'LL6 (cL0'srY) G20'6T0'T 06502 e (nonap) snidins pareubisapun
896'0¢T 896'92T s gone)ado GTOZ
v LyT YSYT 901AJ8S 1qap Wial-buo| [elsuss
110} pareubisag
‘panasalun
288 288 Trrerrreeceiesoss e gIUBUIISBAU] UO SSOT/UIRS)
ST.'8 GTL'8 e weiboud ueo| uoisola aloys
2€6'T 2€6'T S 8]geAI9281 S8J0U pue SUBOT]
€€8°CLL €€G°CLL S puny aAIasal 81eIs
026'T€0'C $ 089'829 $ 0€T $ 026 $ 2L0'Svy $ 025'6v8 $ 865'20T $ - ** s9ouRIqUINOUT
‘panIasay
:90ueleg pund
€20'90€'Y $ ¥50'89¢ $ 8v6'y $ ¥10'8.6 $ - $ 9LT'6VT ¢ Cr1'8l8'T $ €e5'cL. $ 99T'G5¢ § e " $T0Z ‘0€ aunr ‘seninba pun4
166'2€9 (e01) (068'6€) LTS'erT 60T'9 8vZ'70€ (618'0T) G26'62¢ I ¢ (o) NTTRS ETS T
GCT'9EL'8E GEE'8Y6 wW8'YYe'T G96'706'E €LT'ST6'6 2€€'988 78€'90€'9 T60'0ES'GT e sainypuadx3
(298'98T) 28 (€02) (965°€T) (reL'79T) (917'8) ¥T0Z Jeak [easiy Burinp saoueiquinoua 03 sabuey)
266'226'8 GEE'8Y6 vL'YYe'T 891'506'€ 69.'826'6 2ee'o8s 9TT'TLY'9 805'8€G'ST : " ¥S9OUBIQUINOUS puUe Sain)ipuadx3
(ov) (8€8) (867'86) (926'7€) (66279) e SUOISIanal Jeak Jolid
(€08's8) (912'€¥T) (2€9'159) (ztv'T) (298'STY) (6y6'sy) e SUOISIaNS] Jeak Jualing :Ssa]
L09'0€€'T 2eL'6v0'y 668'8.5'0T vr.'/88 606'T26'9 95/'159'GT s guojedoaddy
:aseal09Q
092'896'L€ 229'%10'T 69v'vve'T 19%'296'€ 9W9'TLL'6 $ LST'0€8 €0G'22T'9 €5T'€9 €VZ'7S6'vT R X (| [V VN
:asealou|
168071y $ 292'T02 $ 8er's $ 20v'096 $ 22’661 ¢ €L1'28L'T $ 66T1°02. $ 080'T09 § e €T0Z ‘0€ aunr ‘saninba pun4
le1ol pun4 pun4 pun4 pun4 ERINERS le10ads anlasay EIENER)
s1o8loud paloLnsay paloLisalun Jesapa4 199 aeIS
lendeD JuaLINY JuaLIND pun4 ferdads pun- [eJauss

spun4 uoneanp3 JayBiH

(spuesnoy ur passaddx3)

¥TOZ ‘0€ sun( papuz JesA sy 404

siseg Auelabpng - sanninb3 pun4 ui ssbuey) Jo ajNpayds

ANVTAYVIN 40 31V 1S



£97 wWoo .mmXBtuQG\\CGE.\S\S\S

9007 S! Auadoud Jo anjeA passassy “$T0Z Alenuer pajep ‘Uolexe ] pue SIUBWSSasSy J0 Juawiedaq ayl Jo 1oday YlanuaAss :824nos (2)
'S313UN0J BY1 UIYNIM SailijedIdlunw 0} paInguISIp Sem ‘000°G89°6ET$ ‘A11D aiowiifeg pue Sa1IUN0J Jo) UMOYS Sjunowe ay) 0] uonippe uj (T)

G€0'€02'899 $  T2e'600'vT 9v8'818'% $ 160'0€2'T 8T7'096', $ €T0'8SE $ 8IG'/GV'L $  /88'WYT $ |eloL

229 €62'T2L'vE 825'8GT'C 8€8'00€ 059'92¢ 0v0'TES'T 685'6¢ 6S6'T8E'T ¢eY'6TT Ao alownreg
€50 099'VTE' YT 180°9L GZG'8T ¥95'2T 26671 058'% T/9'6€ L7 2 18158210\
148% €82'/GT'9 L1Y'192 26L'SYy ove'se S'e6T 1€5°'0C YTE'CLT 009  rrrrrrrrrrrmrrirrirITOs 021WOdIAA
LL'C 686'262'CT ¥82'6€€ 166'TL 69T'vE 8TT'€ET 6v2'6 §50'€Ce 1747 uojbuIysen
7.0 1SG'26v'8 19929 TET'TE 968'L ¥29'€e TeT 68T'€C 70 logreL
'y 6EL'92Y'T 0219 6v.'9 68.0T 28G'GY 8/G'T cvl'ey 29¢ T 18s18WoS
T0¢C 102'€96'TT 66202 168'€8 1€1'8T TL9'/ET €99'6 982'/2T 4/ sAeIN 1S
0S'T 29G°/6G°L TI8'ETT ool 47 0€0'6 60509 8v9'v 0.€'SS 11<17Z2 s.uuy ussnd
€5¢ 1¥9'921'9/ 865°2V6'T 655'861 189787 8GE'65¢'T €06'82 €92'122'T 269c 0 e $,801099 8oulid
67T €/8'07.'89T STL'VIS'C 80G'8/E'T 209'GET G09'000'T 2829 12E'7E6 9ev'e e KiswoBuo
T 182'816'C 1GG'TY v.9'vT 2.8'S TT0'TC cle 825'0¢ Tle ooy Jusy
LLT €82'G20'SY €62'L6L GGE'S6E €16'GE G20'99¢ 8€€'6¢ 0zz'see V' T e pJemoH
0T'¢ 685'8.6'GC 0S6'77S 1€2'66T 299'8¢ 1G0°20€ evi'oT 17€'68¢ 62T 0 e piopreH
6T T.0'671'y G/1'T9 ere'eT 688'8 779'6€ 08 2L0'6€ 14} 2 Halle9
80¢C 25€'888'G¢ TGV’ /€S LV VLT 0T6'TE 890'TEE 95T'2¢ 659°20€ €G2'T e AJlIspaly
99'¢ 0T8'TT6'C 68¢'LL 788'TT 6VY'TT 88075 69€'C 80¢'TS 17717228 Ja1ssydiod
(44 9G50'76¢2'9T Gee'8.le 656'86 960°/¢ 0/2'252 861762 £€68'T¢¢ 6.8 oo S8|leyd
T€C G96'929'6 166'T¢e 8/1'€S ¥8€'12 628'9VT 9vv'8 18L°L€T [0 11980
68'T 290'G81'8T 919'8vE 29¢'1eT 12261 €€0'86T veL'S 1G2'T6T F470 1 A |104ed
62°¢ €6/'885'C 990'G8 T9G'TT G/6'0T 0€5'29 ¥6€ 89.'T9 g9 i auljored
L9T ¥00°202'2T G8T'v0¢ cee'el 868'CT G96'8TT €50'8 ¥2€'0TT 88G e HaA[eD
yAN4 €26°,0T'8. 2L¥'169'T 88€'2/9 9G.°2vT 82c'z88 109'8¢ G88'678 9e8'c Aunod atownjeg
LET 08v'eLe'LL 8TT'290'T 6.G'29Y 869'CL T¥8'92S 11228 78'T6Y ocL'c s |3punly suuy
Sty $ 96G'7.8'C $ 80S6'CLT TvL'9¢ $ 9/6'TC T6L°€CT $  T9e'C $ 986'0CT $ Evy $ e Aueba| v

anjeA (2) Aadoud el anuanay spun4 el ERTINENS suoneudoiddy sanuaney uoISIAIpgNS

passassy |euos.ad pue [e207] |elapa4 198 pue paseys
10 00T$ |eay Jo anjeA paJaIsSIuIWpY SluRI9 193110
19d Unowy passassy aelIS

$301N0S 4810

$301N0S 8181

(spuesnoy ul passatdx3)

(T) ¥TOZ ‘0€ dunC papug Jes A 8y} Jo-

SUOISIAIPQNS [22111]0d 01 PalJajsuel] spun4 Jo a|npayds
ANVTAYVIN 40 31V1S



STATE OF MARYLAND
Schedule of Taxes Receivable from
Collectors of State Property Taxes

June 30, 2014
(Expressed in Thousands)

Taxes Receivable

Political Subdivision Current Year Prior Years Total
Allegany. ... ... $ 347 $ 188 $ 535
Anne Arundel. ... 644 194 838
Baltimore County. ... 519 182 701
Calvert. ... . 330 11 341
Caroline ... 49 8 57
Carroll. ... 153 52 205
CeCil. .o 91 9 100
Charles. ... ... 50 95 145
DOrchester. ... ... 240 108 348
Frederick. ... 19 199 218
Garrett. ... 318 7 325
Harford. ... 167 16 183
Howard. ...... ..o 50 974 1,024
KeNnt. . 194 22 216
MONtQOMErY. ... 729 (987) (258)
Prince George's. ... 210 510 720
QUEEN ANNE'S. ..o 18 4 22
St Mary's. . o 317 67 384
SOMEISEL. ..o 191 256 447
Talbot. ... .o 17 4 21
Washington................... 332 (329) 3
WICOMICO ... 94 84 178
WOICESTEN. ... 475 47 522
Baltimore City................i 370 11,673 12,043
Total ... $ 5,924 $ 13,394 $ 19,318

164 www.marylandtaxes.com



STATE OF MARYLAND
Schedule of Estimated Revenues - Budgetary Basis
For the Year Ending June 30, 2015
(Expressed in Thousands)

Current Current
General Special Federal Unrestricted Restricted
Fund Fund Fund Fund Fund Total

INCOME TAXES .. oot $ 9,249,388 $ 227,891 $ 9,477,279
Retail sales and use tax and licenses . .................. 4,350,494 64,309 4,414,803
Motor vehicle fuel taxes and licenses .................. 5,000 924,979 929,979
Motor vehicle tax and licenses........................ 1,146,400 1,146,400
Property taxes . .......oovi i 144,189 774,100 (1) 918,289
Insurance company taxes, licenses and fees............. 317,883 317,883
Franchise and corporationtaxes....................... 227,409 227,409
State tobacco tax and licenses. ........................ 411,988 411,988
Alcoholic beverages taxes and licenses. ................ 32,583 32,583
Death taxes . . ... o.ovi 224,279 224,279
Miscellaneous taxes, fees and other revenues. .......... 171,784 165,957 (1) $ 11,490 (1) 349,231
Budgeted tobacco settlement recoveries. ............... 197,588 197,588
Horse racing taxes and licenses. . ...................... 2,399 2,399
District courts finesand costs . . ....................... 75,813 75,813
Interest on investments. . ... 20,361 1,000 21,361
Hospital patient recoveries. ................cooovvivn.. 57,416 57,416
Legislative. . ... 34 34
Judicial reviewand legal ............................. 68,598 140,979 3,654 213,231
Executive and administrative control................... 8,474 281,740 173,433 463,647
Financial and revenue administration.................. 14,782 49,761 64,543
Budget and management . ...l 2,869 28,429 9,369 40,667
Maryland lottery and gaming control .................. 510,235 477,926 988,161
Information technology development.................. 8,260 969 9,229
Retirement and pension. . ...................cooooiil 19,689 19,689
General ServiCes. . ..o i 70 3,092 1,185 4,347
Transportation and highways. ......................... 1,389,216 940,996 2,330,212
Natural resources and recreation. ...................... 179 78,173 30,518 108,870
AGHCUIUIE. .o 167 33,816 4,240 38,223
Health, hospitals and mental hygiene .................. 42,038 1,147,697 5,799,176 6,988,911
HUMAN reSOUrCeS . . ...t 1,495 120,903 1,955,597 2,077,995
Labor, licensing and regulation. ....................... 12,078 139,333 174,830 326,241
Public safety and correctional services................. 11,693 140,763 27,293 179,749
Public education..................coii 4,427 57,708 1,031,894 $ 4,178,526 $ 1,331,366 6,603,921
Housing and community development................. 862 101,586 263,222 365,670
Business and economic development.................. 295 80,738 800 81,833
Environment . ........... . 902 262,798 75,703 339,403
Juvenile Services. . ... i 4,966 7,133 12,099
Statepolice ... 24,383 92,324 1,795 118,502

Total estimated revenues (2). ..................... $ 15,992,168 $ 8,164,520 $ 10,513,297 $ 4,178,526 $ 1,331,366 $ 40,179,877

(1) Includes $899,422,000, recorded in the Debt Service Fund for accounting purposes.
(2) Amounts are reported as of July 1, 2014, and do not reflect revisions, if any, subsequent to that date.
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STATE OF MARYLAND
Schedule of General, Special, Federal, Current Unrestricted
and Current Restricted Fund Appropriations - Budgetary Basis
For the Year Ending June 30, 2015
(Expressed in Thousands)

Current Current
General Special Federal Unrestricted Restricted
Fund Fund Fund Fund Fund Total

Payments of revenue to civil divisions of
theState ... $ 163,456 $ 163,456
Publicdebt ...................... ... 140,000 $ 887,932(1) $ 11,490 1,039,422
Legislative ... 81,859 81,859
Judicial reviewand legal .................... ... 544,613 141,866 3,654 690,133
Executive and administrative control.............. 243,368 284,740 173,433 701,541
Financial and revenue administration.............. 269,265 120,399 389,664
Budget and management .......................... 118,417 36,689 10,338 165,444
Retirement and pension ........................... 19,689 19,689
General SErVICeS. ... 62,323 3,092 1,185 66,600
Transportation and highways...................... 3,653,714 940,996 4,594,710
Natural resources and recreation.................. 52,318 166,755 30,518 249,591
Agriculture. ... 27,795 42,314 4,240 74,349
Health, hospitals and mental hygiene.............. 4,104,089 1,331,250 5,799,176 11,234,515
Human resources. ..................ccooviiiiia.. 637,220 120,903 1,955,597 2,713,720
Labor, licensing and regulation.................... 45,152 140,257 174,830 360,239
Public safety and correctional services............ 1,170,635 140,763 27,293 1,338,691
Public education................................... 7,730,952 531,745 1,031,894 $ 4,178,526 $ 1,331,366 14,804,483
Housing and community development............ 11,706 101,586 263,222 376,514
Business and economic development.............. 98,410 80,738 800 179,948
Environment ... 36,484 262,798 75,703 374,985
Juvenile justice................... 285,697 4,966 7,133 297,796
State police..................o. 248,303 92,324 1,795 342,422
Statereservefund ................ ...l 19,714 19,714
Total appropriations (2)....................... $ 16,091,776 $ 8,164,520 $ 10,513,297 $ 4,178526 $ 1,331,366 $ 40,279,485

(1) Recorded in the Debt Service Fund for accounting purposes.
(2) Amounts are reported as of July 1, 2014, and do not reflect revisions, if any, subsequent to that date.
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ERIENCE

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

The Honorable Peter Franchot
Comptroller of Maryland

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the State of Maryland (the State), as of and for
the year ended June 30, 2014, and the related notes to the financial statements, which collectively
comprise the State’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did
not audit the financial statements of certain Economic Development Loan Programs; the Maryland
Lottery and Gaming Control Agency; the Maryland Transportation Authority; the Economic
Development Insurance Programs; certain foundations included in the higher education component
units; the Maryland Technology Development Corporation; and the Investment Trust Fund. Those
financial statements were audited by other auditors whose reports thereon have been furnished to
us, and our opinion, insofar as it relates to the amounts included for the State, is based solely on the
report of the other auditors. 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.
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The financial statements that we did not audit which are listed above represent the percentages of
the total assets, total net position, and total revenues of the accompanying financial statements as
listed below.

Percentage of Opinion Unit

Total Net Total Operating
Total Assets Position Revenues
Business-Type Activities
Major -
Certain Economic Development Loan Programs 21.9% 5.7% 2.6%
Maryland Lottery and Gaming Control Agency 17 0.1 59.5
Maryland Transportation Authority 50.8 48.3 18.1
Non-Major -
Economic Development Insurance Programs 0.6 1.0 0.1
Total percentage of business-type activities 75.0% 55.1% 80.3%
Component Units
Major -
Certain foundations included in the higher education
component units 13.3% 15.1% 14.1%
Non-Major -
Maryland Technology Development Corporation 0.2 0.1 18
13.5% 15.2% 13.3%
Fiduciary Funds
Investment Trust Fund 5.4% 6.0% 38.7%

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
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, based on our audit and the reports of the other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the State, as
of June 30, 2014, and the respective changes in financial position and, where applicable, cash
flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Adoption of New Accounting Standard

As discussed in Note 1 to the financial statements, the State adopted the new accounting
guidance from GASB Statement No. 65, “Items Previously Reported as Assets and Liabilities”,
and restated the beginning net position on the statement of activities. Our opinion is not modified
with respect to this matter.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis; required supplemental schedules of funding progress and
employer contributions for the Maryland Transit Administration Retiree Healthcare Benefit, and
Other Post-employment Benefits Plan; and the respective budgetary comparison for the
budgetary general, special and Federal funds as listed in the table of contents 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 and the other auditors 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.
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Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the State’s basic financial statements. The combining financial statements,
schedules, introductory and statistical sections, financial schedules required by law, and the
Schedule of Expenditures of Federal Awards, as required by the U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, are
presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The combining financial statements, schedules, introductory and statistical sections, financial
schedules required by law, and the Schedule of Expenditures of Federal Awards are 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. The combining
financial statements, schedules, and the Schedule of Expenditures of Federal Awards have 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 by us and the other
auditors. In our opinion and based on the reports of the other auditors, the combining financial
statements, schedules, and the Schedule of Expenditures of Federal Awards are fairly stated in all
material respects in relation to the basic financial statements as a whole.

The introductory and statistical sections and the financial schedules required by law have not
been subjected to the auditing procedures applied in the audit of the basic financial statements,
and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 17, 2014, on our consideration of the State’s 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 results 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 the State’s internal control over financial reporting and compliance.

Hunt Valley, Maryland )j
December 17, 2014 g &Wf“’“‘ﬂ'é%p @
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON INTERNAL
CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Peter Franchot
Comptroller of Maryland

We have audited, 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, the financial statements of the
governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the State of
Maryland (the State), as of and for the year ended June 30, 2014, and the related notes to the
financial statements, which collectively comprise the State’s basic financial statements, and have
issued our report thereon dated December 17, 2014.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the State’s
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 the State’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the State’s
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 the State’s 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.

We noted other matters involving the internal control over financial reporting, which we have
reported to the management of the Baltimore City Community College and the University
System of Maryland in separate reports dated October 29, 2014, and October 24, 2014,
respectively.

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 results of that testing, and not to provide an opinion on the effectiveness of
the State’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the State’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

Hunt Valley, Maryland / 5 %&M, ff&
December 17, 2014
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON COMPLIANCE FOR
EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

The Honorable Peter Franchot
Comptroller of Maryland

Report on Compliance for Each Major Federal Program

We have audited the State of Maryland’s (the State) compliance with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that could have a direct and material effect on each of the State’s major
Federal programs for the year ended June 30, 2014. The State’s major Federal programs are
identified in the summary of independent public accountants’ results section of the accompanying
Schedule of Findings and Questioned Costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts,
and grants applicable to its Federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the State’s major Federal
programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have
a direct and material effect on a major Federal program occurred. An audit includes examining, on a
test basis, evidence about the State’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

The State’s basic financial statements include the operations of the Maryland Water Quality
Financing Administration, an administration of the Maryland Department of the Environment; the
Maryland Transportation Authority, an enterprise fund of the State; the Maryland Technology
Development Corporation, a component unit of the State; and the Maryland Health Insurance
Program, part of the general fund of the State, which received Federal awards that are not included in
the accompanying Schedule of Expenditures of Federal Awards. Our audit, described below, did not
include the operations of these entities because the State engaged other auditors to perform a separate
audit in accordance with OMB Circular A-133.
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We believe that our audit provides a reasonable basis for our opinion on compliance for each
major Federal program. However, our audit does not provide a legal determination of the State’s
compliance.

Opinion on Each Major Federal Program

In our opinion, the State complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
Federal programs for the year ended June 30, 2014.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance with the compliance
requirements referred to above that are required to be reported in accordance with OMB Circular
A-133 and which are described in the accompanying Schedule of Findings and Questioned Costs
as items 2014-001, 2014-002, 2014-003, 2014-004, 2014-005, 2014-006, 2014-007, 2014-008,
2014-009, 2014-010, 2014-011, 2014-012, 2014-013, 2014-014, 2014-015. Our opinion on each
major Federal program is not modified with respect to these matters.

The State’s response to the noncompliance findings identified in our audit are described in the
accompanying Schedule of Findings and Questioned Costs. The State’s response was not
subjected to the auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the response.

Report on Internal Control Over Compliance

Management of the State is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit, we considered the State’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major Federal
program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on compliance for each major Federal program and to test and
report on internal control over compliance in accordance with OMB Circular A-133, but not for
the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the State’s internal control
over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a Federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
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compliance requirement of a Federal program will not be prevented, or detected and corrected,
on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or
a combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a Federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies, and
therefore, material weaknesses or significant deficiencies may exist that were not identified. We
did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses, as defined above. However, we identified certain deficiencies in internal
control over compliance, as described in the accompanying Schedule of Findings and Questioned
Costs 2014-001, 2014-003, 2014-004, 2014-005, 2014-006, 2014-008, 2014-009, 2014-010,
2014-011, 2014-012, 2014-013, 2014-015, that we consider to be significant deficiencies.

The State’s responses to the internal control over compliance findings identified in our audit are
described in the accompanying Schedule of Findings and Questioned Costs. The State’s
responses were not subjected to the auditing procedures applied in the audit of compliance and,
accordingly, we express no opinion on the responses.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.

Hunt Valley, Maryland J
March 8, 2015 cg ’L&"’f"“ﬁ"ffa‘
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STATE OF MARYLAND
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2014

Research & Student Financial
Federal Department/Program Title/Pass-Through Agency CFDA Number Development Assistance Other Cluster Total Total
US DEPARTMENT OF AGRICULTURE (USDA)
Agricultural Research: Basic and Applied Research 10.001 $ - $ 1,874,445 1,874,445
Pass-Through University of California, Davis 10.001 - 8,913 8,913
Plant and Animal Disease, Pest Control and Animal Care 10.025 - 969,550 969,550
Wildlife Services 10.028 - 7,693 7,693
Conservation Reserve Program 10.069 - 9,008 9,008
Pass-Through Metropolitan Washington Council of Governments 10.11-DG-11420004-224 - 17,234 17,234
Contract Other 10.13-CS-11081600-019 23,709 - 23,709
Contract Other 10.13-CS-11242302-095 - 1,109 1,109
Shell Egg Surveillance 10.162 - 103,363 103,363
Market Protection and Promotion 10.163 - 71,884 71,884
Specialty Crop 10.170 - 360,057 360,057
Payments to 1890 Land-Grant Colleges and Tuskegee University 10.205 - 1,427,352 1,427,352
Pass-Through Intelligent Automation 10.212 - 13,716 13,716
Sustainable Agriculture Research and Education 10.215 - 693,658 693,658
1890 Institution Capacity Building Grants 10.216 - 1,004,051 1,004,051
Institution Capacity Building Grants 10.216 9,243 - 9,243
Pass-Through Tennessee State University 10.216 - 5,957 5,957
Pass-Through Virginia State University 10.216 - 3,892 3,892
Community Food Projects 10.225 - 22,988 22,988
Pass-Through Virginia Polytechnic Institute and State University 10.250 - 2,691 2,691
Integrated Programs 10.303 - 255,941 255,941
Organic Agriculture Research and Extension Initiative 10.307 - 153,286 153,286
Specialty Crop Research Initiative 10.309 - 1,267,508 1,267,508
Agricultural and Food Research Initiative (AFRI) 10.310 - 9,619 9,619
Pass-Through Cornell University 10.310 - 88,577 88,577
Pass-Through University of Illinois 10.310 - 4,005 4,005
Pass-Through University of Nebraska 10.310 - 17,539 17,539
Beginning Farmer & Rancher Development Program 10.311 - 240,529 240,529
Agricultural Mediation Program 10.435 - 115,958 115,958
Outreach and Assistance for Socially Disadvantage Farmers and Ranchers 10.443 - 257,162 257,162
Crop Insurance 10.458 - 391,388 391,388
FD Chemistry & Microbiology Emergency Preparedness 10.479 - 124,305 124,305
Cooperative Extension Service 10.500 - 435,807 435,807
Pass-Though Kansas State University 10.500 - 99,838 99,838
Pass-Through Northeast Center for Risk Management Association 10.500 - 32,431 32,431
Pass-Through Northeast Sustainable Agriculture Research and Education (SARE) 10.500 - 32,431 32,431
Pass-Through Pennsylvania State University 10.500 - 594 594
Pass-Through University of Nebraska 10.500 - 3,320 3,320
Pass-Through University of Vermont 10.500 - 2,290 2,290

The accompanying notes are an integral part of this schedule.

16



STATE OF MARYLAND
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2014

Research & Student Financial
Federal Department/Program Title/Pass-Through Agency CFDA Number Development Assistance Other Cluster Total Total

US DEPARTMENT OF AGRICULTURE (USDA) (continued)
Food Donation 10.550 - 9 - 18,964,000 18,964,000
Supplemental Nutritional Assistance Program Cluster (SNAP)
Food Stamps 10.551 - - 1,151,553,088 1,151,553,088
Administrative Funding for Food Stamp Program 10.561 - - 64,964,992 64,964,992

Total SNAP Cluster - - $ 1,216,518,080
Child Nutrition Cluster - -
School Breakfast Program 10.553 - - 56,021,662 56,021,662
National School Lunch Program 10.555 - - 149,464,608 149,464,608
Special Milk Program for Children 10.556 - - 338,410 338,410
Summer Food Service Program for Children 10.559 - - 8,271,990 8,271,990

Total Child Nutrition Cluster - - 214,096,670
Special Supplemental Nutrition Program - WIC 10.557 - - 94,599,504 94,599,504
Child and Adult Care Food Program 10.558 - - 51,623,940 51,623,940
Administrative Expenses for Child Nutrition 10.560 - - 4,278,570 4,278,570
Food Distribution Cluster - -
Emergency Food Assistance Program (Administrative Costs) 10.568 - - 1,686,366 1,686,366
Emergency Food Assistance Program (Food Commodities) 10.569 - - 6,662,529 6,662,529

Total Food Distribution Cluster 8,348,895
WIC Farmers' Market Nutrition Program (FMNP) 10.572 - - 351,064 351,064
Team Nutrition Training 10.574 - - 46,973 46,973
Farmers Market Nutrition Program (SFMNP) 10.576 - - 149,972 149,972
WIC EBT Planning Grant 10.578 - - 105,407 105,407
Fresh Fruit and Vegetable Program 10.582 - - 3,225,943 3,225,943
Cooperative Forestry Assistance 10.664 - - 1,468,543 1,468,543
Urban and Community Forestry Program 10.675 - - 113,091 113,091
Forest Legacy Program 10.676 - - 15,744 15,744
Forest Stewardship Program 10.678 - - 119,813 119,813
Forest Health Protection 10.680 - - 32,219 32,219
Norman E. Borlaug International Agricultural Science and Technology Fellowship 10.777 - - 38,864 38,864
MD Farmer 10.902 - - 5,000 5,000
Soil and Water Conservation 10.902 - - 480 480
Environmental Quality 10.912 - - 574,585 574,585
Environmental Quality Incentives Program 10.912 - - 165,678 165,678
Technical Agricultural Assistance 10.960 - - 2,876,575 2,876,575
Scientific Cooperation and Research 10.961 - - 6,691 6,691
International Training: Foreign Participant 10.962 - - 183 183
Agricultural Marketing Service 10.RD 13,575 - - 13,575
Agricultural Research Service 10.RD 5,248,583 - - 5,248,583
Animal and Plant Health Inspection Service 10.RD 432,225 - - 432,225
Economic Research Service 10.RD 149,229 - - 149,229
Foreign Agricultural Service 10.RD 1,719,872 - - 1,719,872
Forest Service 10.RD 174,137 - - 174,137
National Agricultural Statistics Service 10.RD 45,486 - - 45,486

The accompanying notes are an integral part of this schedule.
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STATE OF MARYLAND
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2014

Research & Student Financial

Federal Department/Program Title/Pass-Through Agency CFDA Number Development Assistance Other Cluster Total Total

US DEPARTMENT OF AGRICULTURE (USDA) (continued)

Natural Resources Conservation Service 10.RD $ 17,066 $ - 17,066
Pass-Through Auburn University 10.RD 10,993 - 10,993
Pass-Through Colorado State University 10.RD 136,347 - 136,347
Pass-Through Cornell University 10.RD 119,050 - 119,050
Pass-Through Delaware State University 10.RD 11,383 - 11,383
Pass-Through Extension Foundation 10.RD 13,590 - 13,590
Pass-Through Johns Hopkins University 10.RD 214,444 - 214,444
Pass-through Michigan State University 10.RD 8,731 - 8,731
Pass-Through Northeast Sustainable Agriculture Research and Education (SARE) 10.RD 676 - 676
Pass-Through Ohio State University 10.RD 21,029 - 21,029
Pass-Through Purdue University 10.RD 73,832 - 73,832
Pass-Through University of California 10.RD 13,831 - 13,831
Pass-Through University of California, Davis 10.RD 813,385 - 813,385
Pass-Through University of California, Riverside 10.RD 2,749 - 2,749
Pass-Through University of Delaware 10.RD 93,260 - 93,260
Pass-Through University of Maine 10.RD 3,307 - 3,307
Pass-Through University of Massachusetts Amherst 10.RD 11,217 - 11,217
Pass-Through University of Rhode Island 10.RD 49,697 - 49,697
Pass-Through University of Vermont 10.RD 60,151 - 60,151
Pass-Through University of Wisconsin - Madison 10.RD 112,094 - 112,094
Pass-Through Virginia Polytechnic Institute and State University 10.RD 24,577 - 24,577
Pass-Through Winrock International 10.RD 53,385 - 53,385
Pass-Through, Rutgers, the State University of New Jersey 10.RD 76,161 - 76,161

The National Institute of Food and Agriculture (NIFA) 10.RD 5,323,785 - 5,323,785

Total US Department of Agriculture 15,080,799 1,627,856,573 1,642,937,372

DEPARTMENT OF COMMERCE (DOC)

Economic Development Support for Planning Organizations 11.302 - 41,372 41,372

National Technical Assistance 11.303 - 11,432 11,432

Economic Adjustment Assistance 11.307 011903134 - 637,955 637,955

Economic Adjustment Assistance 11.307 014903271 - 1,425,160 1,425,160

Economic Adjustment Assistance 11.307 014903420 - 3,186,352 3,186,352

Interjurisdictional Fisheries Act of 1986 11.407 - 44,959 44,959

Coastal Zone Management Administration Awards 11.419 - 2,147,684 2,147,684

Coastal Zone Management Estuarine Research Reserves 11.420 - 445,161 445,161

Financial Assistance for National Centers for Coastal Ocean Science 11.426 - 585,317 585,317

Fisheries Development and Utilization Research and Development Grants and

Cooperative Agreements Program 11.427 - 25 25
Pass-Through Oregon State University 11.431 - 2,993 2,993

Marine Mammal Data Program 11.439 - 18,006 18,006

Unallied Industry Projects 11.452 - 1,301,000 1,301,000

Unallied Management Program 11.454 - 13,709 13,709

Chesapeake Bay Studies 11.457 16,878 - 16,878

Chesapeake Bay Studies 11.457 - 197,049 197,049

Chesapeake Bay Trust Living Shoreline Grant 11.463 - 16,500 16,500

Habitat Conservation 11.463 - 1,833,251 1,833,251

Tsunami Mitigation 2008 11.467 - 7,379 7,379

Unallied Science Program 11.472 - 46,674 46,674

The accompanying notes are an integral part of this schedule.
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Federal Department/Program Title/Pass-Through Agency CFDA Number Development Assistance Other Cluster Total Total
DEPARTMENT OF COMMERCE (DOC) (continued)
Atlantic Coastal Fisheries Cooperative Management Act 11.474 $ - 211,471 211,471
Coastal Ocean Research Program 11.478 - 18,281 18,281
Educational Partnership Programs 11.481 - 2,432,699 2,432,699
Maryland Broadband Planning&Implementation Project 11.549 - 147,329 147,329
Pass-Through District of Columbia Government 11.555 - 30,163 30,163
Public Safety Interop Comm Grant Pgm - FY 2007 11.555 - 21,198 21,198
One Maryland Broadband Network - ARRA 11.557 - 10,272,142 10,272,142
Pass-Through Maryland Broadband Cooperative, Inc 11.558 - 124,259 124,259
Pass-Through Maryland Broadband Cooperative, Inc - ARRA 11.558 - 702,925 702,925
Measurement and Engineering Research and Standards 11.609 - 55,917 55,917
Office: National Institute of Standards and Technology (NIST) 11.609 79,884 - 79,884
Measurement and Engineering Research and Standards - ARRA 11.609 19,016,059 - 19,016,059
Measurement and Engineering Research and Standards - ARRA 11.609 - 1,478,452 1,478,452
Construction Grant Program - ARRA 11.618 - 878,657 878,657
Contract/ Other - Census Bureau 11.IPA 112,745 - 112,745
Contract/ Other - Census Bureau 11.1IPA No. 6308IPA01 - 32,010 32,010
Contract/Other - NIST 11.IPA No. IP1206 - 22,910 22,910
Contract/Other - NIST 11.1IPA No. IP1302 - 91,747 91,747
Contract/Other - NIST 11.1IPA No. IP1304 - 73,811 73,811
Economic Development Administration 11.RD 97,578 - 97,578
National Institute for Standards and Technology (NIST) 11.RD 455,561 - 455,561
National Oceanic and Atmospheric Administration 11.RD 26,353,168 - 26,353,168
Pass-Through Rutgers, The State University of New Jersey 11.RD 53,577 - 53,577
Pass-Through Chesapeake Research Consortium 11.RD 16,134 - 16,134
Pass-Through Howard University 11.RD 133,189 - 133,189
Pass-Through HydroQual, Inc 11.RD 6,153 - 6,153
Pass-Through McCormick Taylor, Inc. 11.RD 3,758 - 3,758
Pass-Through Metropolitan Washington Council of Governments 11.RD 1 - 1
Pass-Through Oyster Recovery Partnership 11.RD 200,283 - 200,283
Pass-Through Prometheus Computing, LLC 11.RD 69,300 - 69,300
Pass-Through Research Foundation of The City University of New York 11.RD 88,366 - 88,366
Pass-Through SP Systems 11.RD 32,921 - 32,921
Pass-Through Stratus Consulting 11.RD 314,846 - 314,846
Pass-Through Texas A&M University 11.RD 11,770 - 11,770
Pass-Through University Corporation for Atmospheric Research 11.RD 725 - 725
Pass-Through University of Massachusetts Boston 11.RD 40,433 - 40,433
Pass-Through University of Michigan 11.RD 3,101 - 3,101
Pass-Through University of New Hampshire 11.RD 391,609 - 391,609
Pass-Through University of South Carolina 11.RD 34,843 - 34,843
Pass-Through University of Texas- Austin 11.RD 5 - 5
Pass-Through Virginia Institution of Marine Science 11.RD 13,766 - 13,766
Pass-Through Virginia Polytechnic Institute and State University 11.RD 12,468 - 12,468
Pass-Through Woods Hole Oceanographic Institute 11.RD 512,309 - 512,309
US Census Bureau 11.RD 2,444,400 - 2,444,400
Contract/Other - National Oceanic and Atmospheric Administration 11.Unknown - 8,518 8,518
Total Department of Commerce 50,515,830 28,564,467 79,080,297

The accompanying notes are an integral part of this schedule.
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Research & Student Financial
Federal Department/Program Title/Pass-Through Agency CFDA Number Development Assistance Other Cluster Total Total
DEPARTMENT OF DEFENSE (DOD)
Contract / Other - National Security Agency 12.0006838 $ - $ 62,589 62,589
Procurement Technical Assistance for Business Firms 12.002 - 5,854 5,854
Pass-Through Exponent, Inc. 12.0900079.00093F1-07F1 54,230 - 54,230
Pass-Through Neocera, Inc 12.100614 179,090 - 179,090
State Memo of Agreement Prog for Reimb of Tech Service 12.113 - 725,730 725,730
Pass-Through University Research Foundation 12.11539 135 - 135
Federal VVoting Assistance Program 12.217 - 89,349 89,349
EASE - Effective Absentee System of Election 12.219 - 19,266 19,266
Basic and Applied Scientific Research 12.300 - 60,029 60,029
Basic and Applied Scientific Research 12.300 1,518,417 - 1,518,417
Contracting Action to provide atomic physics research on an atom 12.300 - 46,085 46,085
High Atom Number in Microsized Atom Traps 12.300 - 114,658 114,658
National Guard Military Operations & Maint 12.401 - 25,698,780 25,698,780
National Guard Civilian Youth Opportunities 12.404 - 1,966,283 1,966,283
Military Medical Research and Development 12.420 - 18,057 18,057
Basic Scientific Research 12.431 - 102,736 102,736
Basic Scientific Research 12.431 258,955 - 258,955
Pass-Through Institute of International Education 12.550 - 867,767 867,767
Pass-Through Institute of International Education 12.579 - 134,369 134,369
Annual Congressionally Directed Assistance 12.599 307,032 - 307,032
Community econ. adjustment planning asst. 12.607 - 130,051 130,051
Basic, Applied, Advanced Research in Science & Engineering 12.630 872,958 - 872,958
Basic, Applied, and Advanced Research in Science and Engineering 12.630 - 225,929 225,929
Motor Week Energy 12.678 - 530,740 530,740
Air Force Defense Research Sciences Program 12.800 14,922 - 14,922
Mathematical Sciences Grant Program 12.901 - 958,937 958,937
Information Security Grant Program 12.902 - 46,589 46,589
Pass-Through Aurora Flight Sciences Corporation 12.AFS100888 22,246 - 22,246
Contract / Other - National Security Agency 12.H98230-11-C-0300 438,957 - 438,957
Contract/Other Defense Information Systems Agency 12.HC1047-05-D-4015 - 259,234 259,234
Contract/Other - United States Army Medical Research & Development 12.1IPA - 164,283 164,283
Contract/Other - Defense Advanced Research Projects Agency 12.1IPA No. 10092424 - 240,421 240,421
Contract/Other - Defense Advanced Research Projects Agency 12.IPA No. 11112791 - 161,219 161,219
Contract/Other - Defense Advanced Research Projects Agency 12.IPA No. 14102763 - 44,772 44,772
Contract/Other - United States Navy IPA 12.IPA N0.N6659612IPA000< - 155,199 155,199
Pass-Through Athena GTX 12.N0001412C0120 - 43,206 43,206
Pass-Through Enterprise Sciences, Inc. 12.N001411C0469 57,331 - 57,331
Contract/Other - Office of Naval Research 12.N00167-10-C-0010 10,744 - 10,744
Contract/Other - Defense Advanced Research Projects Agency 12.N66001-13-C-4023 3,655,537 - 3,655,537
Pass-Through Intelligent Automation 12.N68335-10-C-0443 32,960 - 32,960
Advanced Research Projects Agency: 12.RD 3,110,419 - 3,110,419
Defense Intelligence Agency 12.RD 276,121 - 276,121
Defense Logistics Agency 12.RD 234,181 - 234,181

The accompanying notes are an integral part of this schedule.
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Federal Department/Program Title/Pass-Through Agency CFDA Number Development Assistance Other Cluster Total Total
DEPARTMENT OF DEFENSE (DOD) (continued)
Department of the Air Force, Material Command 12.RD $ 11603986 $ 11,603,986
Department of the Army, Office of the Chief of Engineers 12.RD 579,013 579,013
Department of the Navy, Office of Chief of Naval Research 12.RD 12,898,106 12,898,106
National Security Agency 12.RD 212,121 212,121
Office of the Secretary of Defense 12.RD 3,245,332 3,245,332
Department of Defense 12.RD 41,971,849 41,971,849
Pass Through SR 2 Group 12.RD 1,737 1,737
Pass-Through Academy of Applied Science 12.RD 5,200 5,200
Pass-Through Academy of Applied Science 12.RD 7,800 7,800
Pass-Through Adams Communications & Engineering Technology 12.RD 8,513 8,513
Pass-Through Albany Medical College 12.RD 1,122 1,122
Pass-Through American Association for the Surgery 12.RD 1,490 1,490
Pass-Through ATK Space Systems 12.RD 10,570 10,570
Pass-Through BAE Systems Advanced Information Technologies 12.RD 1,296,375 1,296,375
Pass-Through BBNT Solutions LLC 12.RD 147,143 147,143
Pass-Through CACI Enterprise Solutions 12.RD 15,860 15,860
Pass-Through Carbon Solutions, Inc. 12.RD 29,562 29,562
Pass-Through Carnegie Mellon University 12.RD 422,178 422,178
Pass-Through Celadon Laboratories 12.RD 25,930 25,930
Pass-Through Columbia University 12.RD 189,318 189,318
Pass-Through CoolCad Electronics 12.RD 65,816 65,816
Pass-Through Creare, Inc 12.RD 50,600 50,600
Pass-Through Data Tactics 12.RD 16,590 16,590
Pass-Through Decisive Analytics Corporation 12.RD 44,373 44,373
Pass-Through Duke University 12.RD 1,168,528 1,168,528
Pass-Through FlexEL, Inc 12.RD 52,023 52,023
Pass-Through Florida State University 12.RD 4,773 4,773
Pass-Through Geneva Foundation 12.RD 33,058 33,058
Pass-Through George Mason University 12.RD 203,528 203,528
Pass-Through Georgia Institute of Technology 12.RD 756,473 756,473
Pass-Through Hampton University 12.RD 151,522 151,522
Pass-Through Henry M Jackson Foundation 12.RD 893,197 893,197
Pass-Through Heron Systems, Inc. 12.RD 46,779 46,779
Pass-Through Hi-Z Technology, Inc 12.RD 60,977 60,977
Pass-Through Intelligent Fusion Technology, Inc. 12.RD 35,414 35,414
Pass-Through International Business Machines, Corp. (IBM) 12.RD 860,226 860,226
Pass-Through Johns Hopkins University 12.RD 985,554 985,554
Pass-Through KeraNetics 12.RD 26,748 26,748
Pass-Through Leidos, Inc. 12.RD 89,255 89,255
Pass-Through Lockheed Martin Advanced Technology Laboratories 12.RD 4 4
Pass-Through Massachusetts Institute of Technology 12.RD 469,354 469,354
Pass-Through Materials Research & Design Inc 12.RD 81,526 81,526

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF DEFENSE (DOD) (continued)
Pass-Through Medical University of South Carolina 12.RD $ 14476  $ - - $ 14,476
Pass-Through Michigan State University 12.RD 9,147 - - 9,147
Pass-Through National Security Technologies LLC 12.RD 55,250 - - 55,250
Pass-Through Niels Bohr Institute 12.RD 159,242 - - 159,242
Pass-Through Ohio State University 12.RD 12,499 - - 12,499
Pass-Through Pennsylvania State University 12.RD 141,028 - - 141,028
Pass-Through Pennsylvania State University 12.RD 243,061 - - 243,061
Pass-Through Perceptronics Solution 12.RD 42,350 - - 42,350
Pass-Through Raytheon Corporation 12.RD 431,598 - - 431,598
Pass-Through Rensseler Polytechnic Institute 12.RD 132,921 - - 132,921
Pass-Through Rice University 12.RD 113,025 - - 113,025
Pass-Through Rice University 12.RD 267,687 - - 267,687
Pass-Through Sandia National Laboratories 12.RD 78,732 - - 78,732
Pass-Through Science Applications International Corporation (SAIC) 12.RD 222,190 - - 222,190
Pass-Through Texas A&M University 12.RD 47,742 - - 47,742
Pass-Through TT Government Solutions, Inc DBA Applied Communication
Sciences 12.RD 183,981 i ) 183,981
Pass-Through United Technologies Corporation 12.RD 62,203 - - 62,203
Pass-Through University of Arizona 12.RD 34,720 - - 34,720
Pass-Through University of California, Davis 12.RD 232,004 - - 232,004
Pass-Through University of California, Irvine 12.RD 77,045 - - 77,045
Pass-Through University of California, San Diego 12.RD 471,284 - - 471,284
Pass-Through University of Massachusetts Medical School 12.RD 424,616 - - 424,616
Pass-Through University of Michigan 12.RD 140,546 - - 140,546
Pass-Through University of Missouri Columbia 12.RD 2,873 - - 2,873
Pass-Through University of New Mexico 12.RD 83,674 - - 83,674
Pass-Through University of Pittsburgh 12.RD 1,257 - - 1,257
Pass-Through University of Texas Health Science Center at San Antonio 12.RD 49,734 - - 49,734
Pass-Through University of Virginia 12.RD 126,726 - - 126,726
Pass-Through University of Washington 12.RD 434,756 - - 434,756
Pass-Through Utah University 12.RD 1,271 - - 1,271
Pass-Through Vertical Lift Consortium, Inc. 12.RD 153,249 - - 153,249
Pass-Through Virginia Polytechnic Institute and State University 12.RD 195,207 - - 195,207
Pass-Through Virginia Polytechnic Institute and State University 12.RD 646,750 - - 646,750
Pass-Through Voss Scientific, Inc. 12.RD 137,373 - - 137,373
Pass-Through Wake Forest University 12.RD 182,579 - - 182,579
U.S. Army, Material Command 12.RD 11,859,056 - - 11,859,056
U.S. Army, Medical Command 12.RD 3,798,208 - - 3,798,208
Contract / Other 12.Unknown - - 2,529,318 2,529,318
Contract / Other - National Security Agency 12.Unknown - - 55,370 55,370
Contract / Other 12.Unknown - - 77,413 77,413
Contract / Other 12.W81XWH 32,414 - - 32,414

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF DEFENSE (DOD) (continued)
Contract/Other - Army Research Laboratory Contract 12.W911NF-11-2-0057 $ 14,877 - 14,877
Contract/Other - Army Research Laboratory Contract 12.W911NF-11-2-0074 95,283 - 95,283
Pass-Through Paragon Bioservices, Inc 12.W911QY-12-C0028 437,197 - 437,197
Contract / Other US Army Aberdeen Proving Grounds 12.W911-SR-13-P-0020 34,950 - 34,950
Contract / Other US Army Corp of Engineers 12.W912HQ-12-C-0006 199,783 - 199,783
Pass-Through George Mason University 12.W9132V-12-C-0006 32,475 - 32,475
Total Department of Defense 111,930,797 35,534,233 147,465,030
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (HUD)
Department of Housing and Urban Development 14.000 - 6,305,067 6,305,067
Supportive Housing for Persons with Disabilities 14.181 - 1,521,548 1,521,548
Section 8 Project-Based Cluster -
Section 8 Housing Assistance Payments Program 14.195 - 193,334,087 193,334,087
Moderate Rehab 14.856 - 357,910 357,910
Total Section 8 Project-Based Cluster $ 193,691,997
Community Development Block Grants/Entitlement Grants 14.218 30,614 - 30,614
Community Development Block Grant/State's Program 14.228 - 13,480,328 13,480,328
Housing Assistance 14.231 - 1,080,696 1,080,696
Supportive Housing Program 14.235 - 1,039,946 1,039,946
HOME Investment Partnership Program 14.239 - 6,452,478 6,452,478
Housing Opportunities for Persons with AIDS 14.241 - 1,003,799 1,003,799
Pass-Through City of Wilmington, Delaware 14.246 - 29,070 29,070
Continuum of Care 14.267 - 3,701,688 3,701,688
EIF Grant 14.319 - 142,728 142,728
Fair Housing Assistance Program: State and Local 14.401 - 167,742 167,742
Education and Outreach Initiatives 14.416 - 34,388 34,388
Pass-Through University of Louisville 14.705 - 43,323 43,323
Section 8 Housing Choice Vouchers 14.871 - 16,383,109 16,383,109
Office of Policy Development and Research 14.RD 107,191 - 107,191
Pass-Through Innovative Housing Institute 14.RD 20,891 - 20,891
Pass-Through Urban Institute 14.RD 56,866 - 56,866
Total Department of Housing & Urban Development 215,562 245,077,907 245,293,469
DEPARTMENT OF THE INTERIOR (DOI)
Pass-Through University of Washington 15.12123222 6,834 - 6,834
Regulation of Surface Coal Mining and Surface Effects of Underground Coal Mining 15.250 - 718,846 718,846
Abandoned Mine Land Reclamation (AMLR) Program 15.252 - 1,376,856 1,376,856
Fish and Wildlife Cluster
Sport Fish Restoration 15.605 - 4,841,485 4,841,485
Wildlife Restoration 15.611 - 3,906,563 3,906,563
Total Fish and Wildlife Cluster 8,748,048

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF THE INTERIOR (DOI) (continued)
Coastal Wetlands Planning, Protection and Restoration Act 15.614 $ - $ - 192,298 192,298
Cooperative Endangered Species Conservation Fund 15.615 - - 865,591 865,591
Clean Vessel Act 15.616 - - 442,824 442,824
Sportfishing and Boating Safety Act 15.622 - - 138,630 138,630
North American Wetlands Cons 15.623 - - 43,300 43,300
Coastal Program 15.630 - - 5,509 5,509
Conservation Activities by Youth Service Organizations 15.631 - - 21,507 21,507
Landowner Incentive 15.633 - - 132,583 132,583
Pass-Through North Dakota Game and Fish Department 15.634 - - 15,467 15,467
State Wildlife Grants 15.634 - - 630,070 630,070
Endangered Species Conservation Recovery 15.657 - - 20,112 20,112
U.S. Geological Survey: Research and Data Acquisition 15.808 - - 44,862 44,862
National Cooperative Geologic Mapping Program.) 15.810 - - 29,352 29,352
National Geological and Geophysical Data Preservation Program 15.814 - - 25,084 25,084
Historic Preservation Fund Grants-In-Aid 15.904 - - 773,284 773,284
Outdoor Recreation - Acquisition, Development and Planning 15.916 - - 630,200 630,200
Save America's Treasures 15.929 - - 7,318 7,318
Chesapeake Bay Gate Grants 15.930 - - 17,569 17,569
National Trails System Project 15.935 - - 2,249 2,249
Natural Resource Stewardship 15.944 - - 17,000 17,000
National Park Service 15.RD 459,447 - - 459,447
Pass-Through America View, Inc 15.RD 1,943 - - 1,943
Pass-Through Aptima, Inc. 15.RD 7,614 - - 7,614
Pass-Through Association of Fish and Wildlife Agencies 15.RD 14,268 - - 14,268
Pass-Through Maryland Water Resources Research Center 15.RD 26,976 - - 26,976
Pass-Through Mississippi State University 15.RD 1,449 - - 1,449
Pass-Through National Fish and Wildlife Foundation 15.RD 34,703 - - 34,703
Pass-Through Palo Alto Research Center 15.RD 31,511 - - 31,511
Pass-Through Piedmont South Atlantic Cooperative Ecosystem 15.RD 1,199 - - 1,199
Pass-Through San Francisco State University 15.RD 128,083 - - 128,083
Pass-Through University of Texas at Austin 15.RD 155,152 - - 155,152
U.S. Fish and Wildlife Service 15.RD 164,245 - - 164,245
U.S. Geological Survey 15.RD 495,278 - - 495,278
Total Department of the Interior 1,528,702 - 14,898,559 16,427,261
DEPARTMENT OF JUSTICE (DOJ)
Contract / Other 16.000 - - 588,871 588,871
Marijuana Eradication 16.004 - - 112,417 112,417
Judicial Education Project (G21F5) 16.013 - - 12,887 12,887
Sexual Assault Services Formula 16.017 - - 283,659 283,659
Juvenile Accountability Incentive Block Grants 16.523 - - 632,712 632,712
Reduce Violent Crimes Against Women on Campus 16.525 - - 19,085 19,085

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF JUSTICE (DOJ) (continued)
Safe Havens for Children 16.527 $ - $ 94,578 94,578
Juvenile Justice and Delinquency Prevention: Allocation to States 16.540 - 589,486 589,486
Juvenile Justice and Delinquency Prevention 16.541 - 129,451 129,451
Missing Children's assistance 16.543 - 269,883 269,883
Title V: Delinquency Prevention Program 16.548 - 20,846 20,846
MD Justice Statistics Program - SACS 16.550 - 95,643 95,643
National Criminal History Improvement Program (NCHIP) 16.554 - 275,633 275,633
National Institute of Justice Research, Evaluation, and Development Project Grants 16.560 - 335 335
Criminal Justice Research and Development Graduate Research Fellowships 16.562 - 25,000 25,000
Crime Victim Assistance 16.575 - 6,946,132 6,946,132
Crime Victim Compensation 16.576 - 2,773,831 2,773,831
Byrne Memorial State and Local Law Enforcement Assistance Discretionary Grant 16.580 - 142,408 142,408
Drug Court Discretionary Grant Program 16.585 - 493,595 493,595
Violence Against Women Formula Grants 16.588 - 2,517,623 2,517,623
Residential Substance Abuse Treatment for State Prisoners 16.593 - 168,009 168,009
State Criminal Alien Assistance Program 16.606 - 1,419,976 1,419,976
Bulletproof Vest Partnership Program 16.607 - 33,960 33,960
Gun Violence Prosecution Program 16.609 - 46,265 46,265
Public Safety Partnership and Community Policing 16.710 - 9,426 9,426
Enforcing Underage Drinking Laws Program 16.727 - 26,175 26,175
Edward Byrne Memorial Justice Assistance Grant Program 16.738 - 5,275,610 5,275,610
DNA Capacity Enhancement FY 06 (46195) 16.741 - 603,387 603,387
Paul Coverdell Nat Forensic Lab 16.742 - 223,610 223,610
WCHD Reentry and recovery project 16.745 - 29,691 29,691
Support for Adam Walsh Act Implementation Grant Program 16.750 - 52,436 52,436
SMART - 2008 16.751 - 181,744 181,744
Gang Elimination Task Force (46345) 16.753 - 456,951 456,951
Prescription Drug Monitoring 16.754 - 589,448 589,448
Second Chance Act 16.812 - 528,804 528,804
Justice Program 16.816 - 64,588 64,588
Equitable Sharing Program 16.922 - 46,062 46,062
Bureau of Justice Assistance 16.RD 57,828 - 57,828
Bureau of Justice Statistics 16.RD 234,798 - 234,798
National Institute of Justice 16.RD 371,805 - 371,805
Office of Justice Programs 16.RD 361,373 - 361,373
Office of Juvenile Justice and Delinquency Prevention 16.RD 340,049 - 340,049
Pass-Through Office of the Mayor, Baltimore Maryland 16.RD 37,395 - 37,395
Contract / Other Bureau of Justice 16.Unknown - 2,000 2,000

Total Department of Justice 1,403,248 25,782,217 27,185,465

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF LABOR (DOL)

Labor Force Statistics 17.002 $ - $ - 1,033,470 1,033,470

Compensation and Working Conditions 17.005 - - 271,956 271,956

Employment Service Cluster

Employment Service 17.207 - - 13,355,920 13,355,920

Disabled Veterans' Outreach Program (DVOP) 17.801 - - 1,641,644 1,641,644

Local Veterans' Employment Representative Program 17.804 - - 1,268,883 1,268,883

Total Employment Service Cluster $ 16,266,447

Unemployment Insurance (Note 6) 17.225 - - 1,060,833,478 1,060,833,478

Senior Community Service Employment Program 17.235 - - 1,863,321 1,863,321

Trade Adjustment Assistance : Workers 17.245 - - 12,833,183 12,833,183

Workforce Investment Act Cluster (WIA) - -

Workforce Investment Act: Adult Program 17.258 - - 9,313,720 9,313,720

Workforce Investment Act: Youth Activities 17.259 - - 11,866,647 11,866,647

WIA Dislocated Worker Formula Grants 17.278 - - 12,208,123 12,208,123

Total WIA Cluster 33,388,490

Dislocated Workers Grant - ARRA 17.260 - - 957,198 957,198

Workforce Investment Act: Dislocated Workers 17.260 - - 2,609,978 2,609,978

CORPS 17.261 - - 221,296 221,296

WIA Pilots, Demonstrations, and Research Projects 17.261 - - 22,628 22,628

Work Opportunity Tax Credit Program 17.271 - - 322,000 322,000

Labor Certification for Alien Workers 17.273 - - 331,108 331,108

State Energy Sector Partnership - ARRA 17.275 - - 275,665 275,665

HCTC Gap Filler 111 - ARRA 17.276 - - 556,642 556,642

MARC-BRAC 17.277 - - 1,621,232 1,621,232

Occupational Safety & Health 17.503 - - 4,653,527 4,653,527

Consultation Agreements 17.504 - - 795,884 795,884

Occupational Iliness & Injury Prevention 17.600 - - 25,459 25,459

Other Department of Labor 17.RD 12,035 - - 12,035

Pass-Through Anne Arundel Community College 17.RD 13,783 - - 13,783

Pass-Through ICF Incorporated LLC 17.RD 5,227 - - 5,227

Total Department of Labor 31,045 - 1,138,882,962 1,138,914,007

US DEPARTMENT OF STATE (DOS)

Antiterrorism Assistance — Domestic Training Programs 19.030 - - 810,370 810,370
Pass-Through Institute of International Education 19.401 - - 165,267 165,267
Pass-Through Institute of International Education 19.408 - - 277,708 277,708

Academic Exchange Programs - English Language Programs 19.421 - - 60 60

The accompanying notes are an integral part of this schedule.
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US DEPARTMENT OF STATE (DOS) (continued)

Bureau of Diplomatic Security 19.RD $ 1,249,001 $ - - 1,249,001
Pass-Through Bigelow Laboratory for Ocean Sciences 19.RD 48,414 - - 48,414
Pass-Through University of South Carolina Upstate 19.RD 5,599 - - 5,599
Pass-Through DECO, Inc 19.SAQMMA11D0088 - - 7,678 7,678

Total US Department of State 1,303,014 - 1,261,083 2,564,097

DEPARTMENT OF TRANSPORTATION (DOT)

Airport Improvement Program 20.106 - - 19,366,756 19,366,756

Highway Planning Cluster - -

Highway Planning and Construction 20.205 - - 619,392,653 619,392,653

Appalachian Development Highway System 23.003 - - 119,303 119,303

Total Highway Planning Cluster $ 619,511,956

Highway Training and Education 20.215 - - 30,500 30,500

Highway Training and Education 20.215 221,834 - 221,834

National Motor Carrier Safety 20.218 - - 1,250,737 1,250,737

Commercial Driver Lic Grant Agreement 20.232 - - 24,585 24,585

ARRA - Federal Stimulus 20.319 - - 17,298 17,298

FRA 20.319 - - 3,786,668 3,786,668

Federal Transit Cluster - -

Federal Transit: Capital Investment Grants 20.500 - - 37,036,061 37,036,061

Federal Transit: Formula Grants 20.507 - - 117,927,102 117,927,102

Federal Transit: Formula Grants - ARRA 20.507 - - 359,644 359,644

MARC Fixed Guideway 20.525 - - 41,872,065 41,872,065

Total Federal Transit Cluster 197,194,872

Federal Transit: Metropolitan Planning Grants 20.505 - - 9,113,466 9,113,466

Formula Grants for Other Than Urbanized Areas 20.509 - - 5,472,245 5,472,245

Formula Grants for Other Than Urbanized Areas - ARRA 20.509 - - 721 721

Transit Services Programs Cluster - -

Capital Assistance Program for Elderly Persons and Persons with Disabilities 20.513 - - 1,548,638 1,548,638

Job Access: Reverse Commute 20.516 - - 2,810,535 2,810,535

New Freedom Initiative 20.521 - - 1,528,345 1,528,345

Total Transit Services Programs Cluster 5,887,518

Public Transportation Research 20.514 - - 95,217 95,217

Clean Fuels 20.519 - - 3,382,085 3,382,085

Alternative Analysis 20.522 - - 38,914 38,914

Evaluate Energy Efficiency and Cost Effect 20.523 - - 995,827 995,827

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF TRANSPORTATION (DOT) (continued)
Highway Safety Cluster
State and Community Highway Safety 20.600 $ - 4,393,513 4,393,513
Alcohol Impaired Driv Countermeasures Incentive 20.601 - 1,588,073 1,588,073
Occupant Protection Incentive 20.602 - 232,914 232,914
Safety Belt Performance 20.609 - 62,567 62,567
State Traffic Safety Info 20.610 - 378,672 378,672
Incentive GR PGM Increase 20.612 - 161,949 161,949
Child Safety & Child Boos 20.613 - 123,116 123,116
Total Highway Safety Cluster - $ 6,940,804
Min Penalty for Rep Off 20.608 - 2,376,942 2,376,942
National Highway Traffic Safety Administration 20.614 - 118,148 118,148
National Priority Safety Program 20.616 - 119,498 119,498
Pipeline Safety 20.700 - 466,011 466,011
University Research Institutes Program 20.702 615,803 - 615,803
Interagency Hazardous Materials Public Sector Training and Planning 20.703 - 229,970 229,970
Development and Promotion of Ports and Intermodal Transportation 20.801 - 287,697 287,697
Contract / Other National Highway Traffic Safety Administration 20.DTNH22-08-H-00306 3,098 - 3,098
Pass-Through Cambridge Systematics, Inc 20.DTNH22-09-C-00124 1,926 - 1,926
Contract / Other National Highway Traffic Safety Administration 20.DTNH22-10-H-00298 528,405 - 528,405
Federal Aviation Administration 20.RD 2,916,480 - 2,916,480
Federal Highway Administration (FHWA) 20.RD 24,300 - 24,300
Other Research & Development 20.RD 971,152 - 971,152
Pass-Through Battelle Memorial Institute 20.RD 298,624 - 298,624
Pass-Through Booze Allen Hamilton, Inc. 20.RD 95,145 - 95,145
Pass-Through Cornell University 20.RD 2,335 - 2,335
Pass-Through Leidos, Inc. 20.RD 28,336 - 28,336
Pass-Through Michigan Technological University 20.RD 166,051 - 166,051
Pass-Through Pennsylvania State University 20.RD 3,891 - 3,891
Pass-Through Pennsylvania State University 20.RD 620,775 - 620,775
Pass-Through San Jose State University 20.RD 29,221 - 29,221
Pass-Through The National Academies- Transportation Research Board 20.RD 1,276,509 - 1,276,509
Pass-Through University of North Carolina, Chapel Hill 20.RD 77,093 - 77,093
Research and Innovative Technology Administration 20.RD 390,341 - 390,341
Contract / Other 20.Unknown - 148,449 148,449
Contract / Other Federal Highway Administration 20.Unknown - 40,269 40,269
Total US Department of Transportation 8,271,319 876,897,153 885,168,472
DEPARTMENT OF THE TREASURY (TREAS)
Contract / Other 21.000 - 3,603,089 3,603,089
Low Income Taxpayer Clinics 21.008 - 110,656 110,656
Total Department of the Treasury - 3,713,745 3,713,745

The accompanying notes are an integral part of this schedule.
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APPALACHIAN REGIONAL COMMISSION (ARC)
Allegany Co Public health Accreditation 23.002 $ - $ 3,974 3,974
Appalachian Area Development 23.002 - 16,742 16,742
Appalachian Local Access Roads 23.008 - 570,343 570,343
Appalachian State Research, Technical Assistance 23.011 - 47,658 47,658
Appalachian State Research, Technical Assistance and Demonstration Projects 23.011 - 5,935 5,935
Pass-Through East Tennessee State University 23.011 - 4,000 4,000
Total Appalachian Regional Commission (ARC) - 648,652 648,652
OFFICE OF PERSONAL MANAGEMENT
Pass-Through Candid Communications 27.052012CLW - 6,803 6,803
Total Office of Personal Management - 6,803 6,803
EQUAL EMPLOYMENT OPPORTUNITY COMMITTEE (EEOC)
Employment Discrimination: State and Local Fair Employment Practices Agency 30.002 - 362,184 362,184
Total Equal Employment Opportunity Committee - 362,184 362,184
FEDERAL COMMUNICATIONS COMMISSION (FCC)
Federal Communications Commission (FCC) 32.RD 59,718 - 59,718
Total Federal Communications Commission 59,718 - 59,718
GENERAL SERVICES ADMINISTRATION (GSA)
Donation of Federal Surplus Property Program (Note 3) 39.003 - 93,912 93,912
Total General Services Administration - 93,912 93,912
NATIONAL AERONAUTICS & SPACE ADMINISTRATION (NASA)
Contract / Other IPA 43. IPA No.NNHO09IA01P - 69,302 69,302
Aerospace Education Services Program 43.001 - 1,035,376 1,035,376
Aerospace Education Services Program 43.001 1,106,811 - 1,106,811
Pass-Through Herchel Science Center 43.001 - 8,453 8,453
Pass-Through Space Telescope Science Institute 43.001 - 93,553 93,553
Pass-Through Universities Space Research Association 43.001 - 44,123 44,123
GESTAR 43.002 4,975,994 - 4,975,994
Government Publications Sales and Distribution 43.002 - 49,944 49,944
Education 43.008 - 121,616 121,616
Pass-Through Maryland Space Grant Consortium 43.008 - 12,112 12,112
Cross Agency Support 43.009 - 245,625 245,625
Contract / Other IPA 43.1PA No.NNHO09IA05P - 16,775 16,775
NASA 43.RD 53,498,266 - 53,498,266
Pass-Through ASRC Management Services Inc 43.RD 286,471 - 286,471
Pass-Through Battelle Memorial Institute 43.RD 98,284 - 98,284
Pass-Through Boston University 43.RD 1,112 - 1,112
Pass-Through California Institute of Technology 43.RD 39,684 - 39,684

The accompanying notes are an integral part of this schedule.

29



STATE OF MARYLAND
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2014

Research & Student Financial
Federal Department/Program Title/Pass-Through Agency CFDA Number Development Assistance Other Cluster Total Total
NATIONAL AERONAUTICS & SPACE ADMINISTRATION (NASA) (continued)
Pass-Through California Institute of Technology and the Jet Propulsion Lab 43.RD $ 132,346  $ - - $ 132,346
Pass-Through California Institute of Technology Jet Propulsion Laboratory 43.RD 795,822 - - 795,822
Pass-Through Carnegie Institute of Washington 43.RD 33,338 - - 33,338
Pass-Through Clark University 43.RD 43,038 - - 43,038
Pass-Through Colorado State University 43.RD 1,134 - - 1,134
Pass-Through Cornell University 43.RD 2,543 - - 2,543
Pass-Through Fibertek, Inc 43.RD 86,270 - - 86,270
Pass-Through George Mason University 43.RD 27,711 - - 27,711
Pass-Through Johns Hopkins University/Applied Physics Lab 43.RD 129,201 - - 129,201
Pass-Through Lowell Observatory 43.RD 17,828 - - 17,828
Pass-Through Massachusetts Institute of Technology 43.RD 142,070 - - 142,070
Pass-Through Michigan Technological University 43.RD 151,146 - - 151,146
Pass-Through National Institute of Aerospace 43.RD 341,031 - - 341,031
Pass-Through Planetary Science Institute 43.RD 23,165 - - 23,165
Pass-Through Princeton University 43.RD 4,834 - - 4,834
Pass-Through Resources for the Future 43.RD 38,999 - - 38,999
Pass-Through San Diego University 43.RD 3,767 - - 3,767
Pass-Through SciberQuest, Inc 43.RD 20,658 - - 20,658
Pass-Through Smithsonian Astrophysical Observatory 43.RD 53,551 - - 53,551
Pass-Through South Dakota State University 43.RD 16,509 - - 16,509
Pass-Through Southwest Research Institute 43.RD 107,586 - - 107,586
Pass-Through Space Science Institute 43.RD 18,030 - - 18,030
Pass-Through Space Telescope Science Institute 43.RD 223,857 - - 223,857
Pass-Through Universities Space Research Association 43.RD 108,232 - - 108,232
Pass-Through University of California at Berkley 43.RD 50,897 - - 50,897
Pass-Through University of Colorado 43.RD 92,118 - - 92,118
Pass-Through University of Hawaii 43.RD 79,118 - - 79,118
Pass-Through University of Houston 43.RD 4,663 - - 4,663
Pass-Through University of Massachusetts, Boston 43.RD 15,575 - - 15,575
Pass-Through University of Michigan 43.RD 85,347 - - 85,347
Pass-Through University of South Carolina 43.RD 71,093 - - 71,093
Pass-Through University of Virginia 43.RD 60,609 - - 60,609
Pass-Through University of Washington 43.RD 135,113 - - 135,113
Pass-Through University of Wisconsin 43.RD 172,892 - - 172,892
Pass-Through VVon Braun Center for Science and Innovation 43.RD 5,639 - - 5,639
Pass-Through Woods Hole Research Center 43.RD 93,252 - - 93,252
Total National Aeronautics & Space Administration 63,395,604 - 1,696,879 65,092,483
NATIONAL ENDOWMENT FOR THE HUMANITIES (NEH)
Promotion of the Arts: Grants to Organizations and Individuals 45.024 - - 10,000 10,000
Promotion of the Arts: Grants to Organizations and Individuals 45.024 - - 55,000 55,000
Promotion of the Arts: Grants to Organizations and Individuals 45.024 - - 55,001 55,001

The accompanying notes are an integral part of this schedule.
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NATIONAL ENDOWMENT FOR THE HUMANITIES (NEH) (continued)
Promotion of the Arts: Partnership Agreements 45.025 $ - 693,100 $ 693,100
Pass-Through Mid-Atlantic Arts Foundation 45.025 - 13,889 13,889
We the people project 45.160 - 13,106 13,106
NEH Colonial Encounters: The Lower Potomac River 45.161 - 79,219 79,219
Pass-Through University of Nebraska 45.161 - 14,032 14,032
NEH Enduring Questions Course on Materialism in Human Life 45.163 - 2,189 2,189
Pass-Through St Louis University 45.163 - 13,050 13,050
Promotion of the Humanities: Seminars and Institutes 45.163 - 2,890 2,890
Promotion of the Humanities Digital Humanities Initiative 45.169 - 253,022 253,022
Museum Grants for African American History and Culture 45.309 - 13,633 13,633
State Library Program 45.310 - 2,118,341 2,118,341
National Leadership Grants 45.312 - 1,900 1,900
Laura Bush 21 Century Librarian Program 45.313 - 522,684 522,684
Institute of Museum and Library Services 45.RD 185,725 - 185,725
National Endowment for the Arts 45.RD 18,304 - 18,304
National Endowment for the Humanities 45.RD 276,123 - 276,123
Pass-Through American Library Association 45.RD 236,329 - 236,329
Pass-Through Howard County Library System 45.RD 8,916 - 8,916
Pass-Through New York Public Library 45.RD 85,738 - 85,738
Pass-Through University of Texas at Austin 45.RD 26,189 - 26,189
Total National Endowment for the Humanities 837,324 3,861,056 4,698,380
NATIONAL SCIENCE FOUNDATION (NSF)
Contract / Other IPA Agreement 47. IPA No. CNS1340688 277,967 - 277,967
Contract / Other IPA Agreement 47. IPA.No. 11S1261608 246,134 - 246,134
Contract / Other IPA Agreement 47. IPA.No. 1051219319 11,589 - 11,589
Engineering Grants 47.041 - 384,760 384,760
Engineering Grants 47.041 130,534 - 130,534
Emerging Scholars Research Experience for Undergraduates 47.049 - 29,233 29,233
Mathematical and Physical Sciences 47.049 41,583 - 41,583
Mathematical and Physical Sciences 47.049 - 110,325 110,325
Mathematical and Physical Sciences - ARRA 47.049 106 - 106
Geosciences 47.050 - 182,421 182,421
Hyperspec Remote Sensing 47.050 38,360 - 38,360
Collaborative Research BPC-ARTSI 47.070 3,741 - 3,741
Computer and Information Science and Engineering 47.070 - 173,198 173,198
Pass-Through Brown University 47.070 - 11,728 11,728
Pass-Through Georgia Institute of Technology 47.070 - 1,428 1,428
Biological Sciences 47.074 - 941,766 941,766
Social, Behavioral, and Economic Sciences 47.075 - 760 760
Collaborative Research: A Student-Centered Organic Laboratory 47.076 - 21,871 21,871
Education and Human Resources 47.076 851,505 - 851,505

The accompanying notes are an integral part of this schedule.
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NATIONAL SCIENCE FOUNDATION (NSF) (continued)

Education and Human Resources 47.076 $ - 9 $ 11,104,073 11,104,073
Pass-Through Colorado State University 47.076 - 6,004 6,004
Pass-Through Museum of Science-Boston 47.076 - 78,969 78,969
Pass-Through Stevens Institute of Technology 47.076 - 1,023 1,023

St. Mary's College of Maryland STEM Navigators 47.076 - 77,374 77,374

Pass-Through Mathematical Association of America 47.079 - 700 700

Office of Cyberinfrastructure 47.080 - 882,804 882,804

Trans-NSF Recovery Act Research Support 47.082 - 252,956 252,956

Trans-NSF Recovery Act Research Support - ARRA 47.082 2,203,464 - 2,203,464
Pass-Through University of Texas-Pan American - ARRA 47.082 5,276 - 5,276

Contract / Other IPA Agreement 47.1PA No. ECCS1419091 132,811 - 132,811
Pass-Through Mycolnnovation, LLC 47.RD 66,012 - 66,012

National Science Foundation (NSF) 47.RD 62,950,026 - 62,950,026
Pass-Through The New York Botanical Garden 47.RD 4,414 - 4,414
Pass-Through Academy for Educational Development 47.RD 549,481 - 549,481
Pass-Through American Educational Research Association 47.RD 4,650 - 4,650
Pass-Through Arizona State University 47.RD 48,944 - 48,944
Pass-Through Batelle Memorial Institute 47.RD 1,970 - 1,970
Pass-Through BBNT Solutions, LLC 47.RD 59,833 - 59,833
Pass-Through Black Hills State University 47.RD 3,201 - 3,201
Pass-Through Boston University 47.RD 42,496 - 42,496
Pass-Through California Institute of Technology 47.RD 42,842 - 42,842
Pass-Through Carnegie Mellon University 47.RD 62,086 - 62,086
Pass-Through Cary Institute of Ecosystem Studies 47.RD 343,256 - 343,256
Pass-Through Case Western University 47.RD 64,725 - 64,725
Pass-Through Center for Research on Changing Earth 47.RD 32,916 - 32,916
Pass-Through Columbia University 47.RD 61,405 - 61,405
Pass-Through Computing Research Association 47.RD 29,287 - 29,287
Pass-Through Duke University 47.RD 11,045 - 11,045
Pass-Through Ecological Society of America 47.RD 7,326 - 7,326
Pass-Through Education Development Center 47.RD 23,655 - 23,655
Pass-Through Howard University 47.RD 99,314 - 99,314
Pass-Through Illinois Institute of Technology 47.RD 20,642 - 20,642
Pass-Through Johns Hopkins University 47.RD 190,494 - 190,494
Pass-Through Johns Hopkins University / Applied Physics Lab 47.RD 53,039 - 53,039
Pass-Through Lockheed Martin Corporation 47.RD 3,525 - 3,525
Pass-Through Louisiana State University 47.RD 112,504 - 112,504
Pass-Through Michigan State University 47.RD 15,402 - 15,402
Pass-Through National Radio Astronomy Observatory 47.RD 41,107 - 41,107
Pass-Through Oregon Health & Science University 47.RD 20,599 - 20,599
Pass-Through Prasidux LLC 47.RD 46,000 - 46,000
Pass-Through Purdue University 47.RD 481 - 481

The accompanying notes are an integral part of this schedule.
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NATIONAL SCIENCE FOUNDATION (NSF) (continued)
Pass-Through Raytheon BBN Technologies 47.RD $ 110,307 $ - 110,307
Pass-Through Remedium Technologies 47.RD 29,880 - 29,880
Pass-Through Research Foundation of State University of New York 47.RD 16,276 - 16,276
Pass-Through Resources for the Future 47.RD 19,198 - 19,198
Pass-Through Stanford University 47.RD 38,339 - 38,339
Pass-Through The City University of New York 47.RD 29,219 - 29,219
Pass-Through University of Arizona 47.RD 155,948 - 155,948
Pass-Through University of California, Davis 47.RD 2,309 - 2,309
Pass-Through University of California, Los Angeles 47.RD 60,869 - 60,869
Pass-Through University of California, San Diego 47.RD 8,674 - 8,674
Pass-Through University of Georgia 47.RD 89,511 - 89,511
Pass-Through University of Illinois 47.RD 1,451 - 1,451
Pass-Through University of Illinois at Urbana-Champaign 47.RD 99,053 - 99,053
Pass-Through University of Massachusetts 47.RD 6,275 - 6,275
Pass-Through University of Michigan 47.RD 222,613 - 222,613
Pass-Through University of Missouri, Kansas City 47.RD 500 - 500
Pass-Through University of Norte Dame 47.RD 43,139 - 43,139
Pass-Through University of North Carolina at Chapel Hill 47.RD 130,960 - 130,960
Pass-Through University of North Carolina at Charlotte 47.RD 111,938 - 111,938
Pass-Through University of Washington 47.RD 3 - 3
Pass-Through University of Wisconsin 47.RD 354,126 - 354,126
Pass-Through Vanderbilt University 47.RD 88,900 - 88,900
Pass-Through Virginia Commonwealth University 47.RD 109,340 - 109,340
Pass-Through Virginia Polytechnic Institute and State University 47.RD 32,217 - 32,217
Pass-Through Woods Hole Oceanographic 47.RD 5,530 - 5,530
Pass-Through Wright State University 47.RD 14,735 - 14,735
Total National Science Foundation 70,737,057 14,261,393 84,998,450
SECURITIES AND EXCHANGE COMMISSION (SEC)
Contract/Other 58.IPA No0.3500FY12IPA3 - 15,402 15,402
Total Securities and Exchange Commission - 15,402 15,402
SMALL BUSINESS ADMINISTRATION
Small Business Development Center 59.037 - 1,842,215 1,842,215
Small Business Jobs Act of 2010 59.061 - 329,439 329,439
Entrepreneurial Development Disaster Assistance (Disaster Relief Appropriations Act)  59.064 - 39,378 39,378
SBA — Research and Development 59.RD 400,852 - 400,852
Total Small Business Administration 400,852 2,211,032 2,611,884

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF VETERAN AFFAIRS (VA)
State Veterans Home 64.007 $ $ 439,970 439,970
Veterans State Nursing Home Care 64.015 12,592,313 12,592,313
Veteran Directed Home & Community 64.022 401,506 401,506
Burial Expenses Allowance 64.101 1,247,390 1,247,390
Vocational and Educational Counseling for Service Members and Veterans 64.125 228,057 228,057
State Cemetery Grants 64.203 368,828 368,828
Contract/Other 64.241P0546 90,646 90,646
Contract/Other 64.24513C0056 120,000 120,000
Contract/Other 64.24514P0771 4,582 4,582
Contract/Other 64.512D35038 49,446 49,446
Contract/Other IPA Agreement 64.1PA - 4,947,579 4,947,579
Contract/Other IPA Agreement 64.1PA 56,371 - 56,371
Veterans Benefits Administration — Research and Development 64.RD 1,764 - 1,764
Veterans Health Administration — Research and Development 64.RD 436,450 - 436,450
Total Department of Veteran Affairs 494,585 20,490,317 20,984,902
ENVIRONMENTAL PROTECTION AGENCY (EPA)
Phase 2 NO2 Near Road Monitoring Grant 66.001 15,599 15,599
Pass-Through Baltimore City Health Department 66.034 13,175 13,175
Spec. Purpose Activities 66.034 559,842 559,842
Pass-Through Mid-Atlantic regional Air Management Association 66.039 10,211 10,211
Maryland Clean Diesel 66.040 140,215 140,215
Pass-Through Western Maryland Resource Conservation and Development
Council 66.050 75,748 75,748
Congressionally Mandated Projects 66.202 125,349 125,349
Environmental Finance Center Grants 66.203 248,264 248,264
Pass-Through New Mexico Institute of Mining and Technology 66.424 126,709 126,709
Water Quality Management Planning 66.454 367,544 367,544
Nonpoint Source Implementation Grants 66.460 134,707 134,707
Nonpoint Source Implementation Grants 66.460 2,964,474 2,964,474
Chesapeake Bay Program 66.466 134,625 134,625
Chesapeake Bay Program 66.466 7,669,092 7,669,092
Pass-Through Alliance for the Chesapeake Bay 66.466 38,717 38,717
Pass-Through National Fish & Wildlife Foundation 66.466 369,542 369,542
Beach Monitoring and Notification Program Implementation Grants 66.472 267,041 267,041
Science To Achieve Results (STAR) Fellowship Program 66.514 10,955 10,955
Performance Partnership Grants (PPGs) 66.605 10,502,133 10,502,133
Environmental Information Exchange Network Grant Program 66.608 16,269 16,269
Pollution Prevention Grants Program 66.708 78,631 78,631
Superfund State Site: Specific Cooperative Agreements 66.802 575,140 575,140
State and Tribal Underground Storage Tanks Program 66.804 320,240 320,240

The accompanying notes are an integral part of this schedule.
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ENVIRONMENTAL PROTECTION AGENCY (EPA) (continued)
Leaking Underground Storage Tank Program 66.805 $ - $ 845,091 845,091
Solid Waste Management Assistance 66.808 - 532 532
Superfund State and Indian Tribe Core Program: Cooperative Agreements 66.809 - 294,029 294,029
State and Tribal Response Program Grants 66.817 - 265,471 265,471
Pass-Through National Nursing Centers Consortium 66.951 - 1,564 1,564
Contract / Other 66.EP-12-H-000675 14,729 - 14,729
Office of Research and Development 66.RD 1,621,212 - 1,621,212
Pass-Through Maryland Coastal Bays Project 66.RD 10,860 - 10,860
Pass-Through Michigan State University 66.RD 67,417 - 67,417
Pass-Through National Fish and Wildlife Foundation 66.RD 429,540 - 429,540
Pass-Through New Hope Academy 66.RD 14,442 - 14,442
Pass-Through Pennsylvania State University 66.RD 18 - 18
Pass-Through Pennsylvania State University 66.RD 18 - 18
Pass-Through Prince George's County Government 66.RD 296,392 - 296,392
Pass-Through Skidaway Institute of Oceanography 66.RD 43,388 - 43,388
Pass-Through Swarthmore College 66.RD 200 - 200
Pass-Through University of Illinois at Urbana-Champaign 66.RD 112,031 - 112,031
Pass-Through University of South Florida 66.RD 2,571 - 2,571
Total Environmental Protection Agency 2,612,818 26,170,909 28,783,727
NATIONAL GALLERY OF ART
CERCLA Section 1289a0 State Resp Coop Agr 68.809 - 18,855 18,855
Total National Gallery of Art - 18,855 18,855
NUCLEAR REGULATORY COMMISSION (NRC)
Nuclear Education Grant Program - Curricula Development 77.006 - 63,199 63,199
US Nuclear Regulatory Commission Nuclear Education Grant Program 77.006 - 77,947 77,947
Other National Regulatory Commission — Research and Development 77.RD 24 - 24
Total Nuclear Regulatory Commission 24 141,146 141,170
DEPARTMENT OF ENERGY (DOE)
Granting of Patent Licenses 81.003 - 99,940 99,940
St Energy Conservation Prg 81.041 - 74,779 74,779
State Energy Program 81.041 - 673,953 673,953
Weatherization Assistance for Low-Income Persons 81.042 - 1,224,666 1,224,666
Office of Science Financial Assistance Program 81.049 - 9,085 9,085
Office of Science Financial Assistance Program - ARRA 81.049 103,638 - 103,638
Pass-Through Purdue University - ARRA 81.049 19,820 - 19,820
Conservation Research an Development 81.086 404,927 - 404,927
Renewable Energy Research and Development 81.087 - 31,749 31,749
State Heating Oil and Propane Programs 81.090 - 10,000 10,000
Pass-Through Battelle Corporation - ARRA 81.114407 345,439 - 345,439

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF ENERGY (DOE) (continued)
Energy Efficiency and Renewable Energy Information Dissemination, Outreach,

Training and Technical Analysis/Assistance 81.117 $ - $ - 115,494 $ 115,494
State Energy Program Special Projects 81.119 - - 356,601 356,601
(NNSA) Minority Serving Institutions (MSI) Program 81.123 169,693 - - 169,693
EE Appliance Rebate Program 81.127 - - 45,595 45,595
Energy Efficiency & Conservation Block Grant Program 81.128 - - 9,302,652 9,302,652
Energy Efficiency & Conservation Block Grant Program - ARRA 81.128 - - 307,417 307,417
Advanced Research and Projects Agency - Energy - ARRA 81.135 961 - - 961

Pass-Through Princeton University 81.DE-AC02-09CH11466 32,939 - - 32,939
Pass-Through Jefferson Science Associates, LLC/Jefferson Laboratory 81.DEAC05060R23177 14,989 - - 14,989
Department of Energy — Research and Development 81.RD 12,691,220 - - 12,691,220
Pass-Through Ames Laboratory 81.RD 278,352 - - 278,352
Pass-Through Battelle Energy Alliance 81.RD 153,612 - - 153,612
Pass-Through Battelle Memorial Institute 81.RD 167,320 - - 167,320
Pass-Through Brookhaven National Laboratory 81.RD 54,750 - - 54,750
Pass-Through Calabazas Creek Research, Inc. 81.RD 65,489 - - 65,489
Pass-Through Fermilab 81.RD 98,349 - - 98,349
Pass-Through General Atomics 81.RD 23,291 - - 23,291
Pass-Through Green Technology, Inc 81.RD 1,604 - - 1,604
Pass-Through ldaho State University 81.RD 49,717 - - 49,717
Pass-Through ITN Energy Systems, Inc 81.RD 39,739 - - 39,739
Pass-Through Lawrence Livermore National Laboratory 81.RD 164,071 - - 164,071
Pass-Through Sandia National Laboratories 81.RD 225,385 - - 225,385
Pass-Through Savannah River Nuclear Solutions 81.RD 57,009 - - 57,009
Pass-Through University of California, Berkeley 81.RD 12,557 - - 12,557
Pass-Through University of Michigan 81.RD 107,537 - - 107,537
Pass-Through University of Texas - Austin 81.RD 21,964 - - 21,964
Pass-Through University of Virginia 81.RD 170,877 - - 170,877
Pass-Through University of Wisconsin 81.RD 64,302 - - 64,302
Pass-Through URS Corporation 81.RD 75,991 - - 75,991
Pass-Through UT Battelle LLC 81.RD 190,933 - - 190,933
Pass-Through Yale University 81.RD 69,601 - - 69,601
Pass-Through Fermi National Accelerator Laboratory (Fermilab) 81.Unknown - - 100,800 100,800
Total Department of Energy 15,876,076 - 12,352,731 28,228,807
DEPARTMENT OF EDUCATION (ED)
Adult Education: State Grant Program 84.002 - - 9,857,479 9,857,479
Federal Supplemental Educational Opportunity Grants 84.007 - 5,743,326 - 5,743,326
Title 1 Grants to Local Educational Agencies (LEAS) 84.010 - - 196,449,443 196,449,443
Migrant Education: State Grant Program 84.011 - - 983,134 983,134
Title 1 Program for Neglected and Delinquent Children 84.013 - - 1,969,025 1,969,025
International Research & Studies 84.017 - - 71,510 71,510

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF EDUCATION (ED) (continued)
International: Overseas: Group Projects Abroad 84.021 - 18,631 18,631
IDEA Part B Cluster
Special Education: Grants to States 84.027 - 183,952,377 183,952,377

Pass-Through Government of the District of Columbia 84.027 - 180,000 180,000
Special Education: Preschool Grants 84.173 - 5,949,279 5,949,279

Total IDEA Part B Cluster $ 190,081,656
Higher Education: Institutional Aid 84.031 - 24,725,411 24,725,411
Federal Family Educational Loan 84.032 - 9,957,017 9,957,017
Federal Work-Study Program 84.033 5,845,154 - 5,845,154
Federal Perkins Loan Cancellations 84.037 604,913 - 604,913
Federal Perkins Loan Program - Federal Capital Contribution 84.038 71,344,438 - 71,344,438
TRIO Cluster
TRIO - Student Support Services 84.042 - 1,633,649 1,633,649
TRIO - Talent Search 84.044 - 515,171 515,171
TRIO - Upward Bound 84.047 - 4,071,992 4,071,992
TRIO - Educational Opportunity Centers 84.066 - 258,591 258,591
TRIO - McNair Post — Baccalaureate Achievement 84.217 - 467,312 467,312
Total TRIO Cluster 6,946,715

Vocational Education: Basic Grants to States 84.048 - 15,217,196 15,217,196
Vocational, Education - Basic Grants to the State 84.048 - 287,517 287,517
Automotive Technology Group 84.051 - 258,133 258,133
Federal Pell Grant Program 84.063 165,848,902 - 165,848,902
Fund for the Improvement of Postsecondary Education 84.116 - 52,026 52,026
Minority Science and Engineering Improvement 84.120 - 220,541 220,541
Rehabilitation Services - Vocational Rehabilitation Grants to States 84.126 - 42,450,691 42,450,691
Rehabilitation Long-Term Training 84.129 - 298,103 298,103
National Institute on Disability and Rehabilitation Research 84.133 - 21,980 21,980
Migrant Education Coordination Program 84.144 - 64,308 64,308
Rehabilitation Services: Client Assistance Program 84.161 - 259,536 259,536
Independent Living: State Grants 84.169 - 448,147 448,147
Rehabilitation Service: Independent Living Services for Older Blind Individuals 84.177 - 548,583 548,583
Special Education: Grants for Infants and Families with Disabilities 84.181 - 7,410,280 7,410,280
Safe and Drug-Free Schools and Communities National Programs 84.184 - 2,940,715 2,940,715
Supported Employment Services for Individuals with Severe Handicaps 84.187 - 273,002 273,002
Bilingual Education: Professional Development 84.195 - 403,574 403,574
Education of Homeless Children & Youth 84.196 - 668,310 668,310
Graduate Assistance in Areas of National Need 84.200 - 705,062 705,062

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF EDUCATION (ED) (continued)

Fund for the Improvement of Education 84.215 $ - 323,007 323,007
Pass-Through Anne Arundel County Public Schools 84.215 - 74,032 74,032
Pass-Through Baltimore County Public Schools 84.215 - 4,143 4,143
Pass-Through Howard Co Public Schools 84.215 - 110,357 110,357

Assistive Technology 84.224 - 488,261 488,261

Rehabilitation Services Demonstration and Training 84.235 - 225,317 225,317

Rehabilitation Training: State VVocational Rehabilitation Unit In-Service Training 84.265 - 93,511 93,511

Federal Direct Student Loans 84.268 879,180,948 - 879,180,948

Twenty-First Century Community Learning Centers 84.287 - 10,282,636 10,282,636

Special Education: State Program Improvement Grants for Children with
Disabilities 84.323 i 918,289 918,289

Special Education: Personnel Preparation to Improve Services and Results for
Children with Disabilities 84.325 - 805,034 805,034

Special Education: Technical Assistance and Dissemination to Improve Services and
Results for Children with Disabilities 84.326 - 370,156 370,156

Advanced Placement Incentive Program 84.330 - 751,800 751,800

Child Care Access Means Parents in School 84.335 - 41,876 41,876

Underground Railroad Educational and Cultural Program 84.345 - 144,947 144,947

Transition to Teaching 84.350 - 380,746 380,746

Rural and Low Income Schools 84.358 - 153,467 153,467

English Language Acquisition Grants 84.365 - 9,506,160 9,506,160

Mathematics and Science Partnerships 84.366 - 1,048,922 1,048,922
Pass-Through Mult Cultural Intern Program Inc. 84.366 - 101,061 101,061

Improving Teacher Quality State Grants 84.367 - 30,379,410 30,379,410
Pass-Through MHEC 84.367 - 84,928 84,928
Pass-Through National Writing Project Corporation, University of

California 84.367 - 34,070 34,070

Guide Accessibility and Assessment Program (GAAP) 84.368 - 853,448 853,448

Grants for State Assessments and Related Activities 84.369 - 6,149,116 6,149,116

Statewide Longitudinal Data System 84.372 - 2,569,144 2,569,144

School Improvement Grants Cluster

School Improvement Grants 84.377 - 8,752,476 8,752,476

School Improvement Grants - ARRA 84.388 - 3,843,423 3,843,423

Total School Improvement Grants Cluster $ 12,595,899

College Access Challenge Grant Program 84.378 - 1,181,980 1,181,980

Teacher Education Assistance for College and High Education Grants (TEACH) 84.379 310,793 - 310,793

Strengthening Minority-Serving Institutions 84.382 - 669,126 669,126

State Fiscal Stabilization Fund (SFSF) - Race-to-the-Top Incentive Grants - ARRA 84.395 - 76,750,552 76,750,552
Pass-Through Baltimore City Public Schools - ARRA 84.395 - 599,860 599,860

Race to the Top - Early Learning Challenge Maryland Excels 84.412 - 9,560,716 9,560,716
Pass-Through Maryland Family Network 84.412 - 25,912 25,912

Prom readiness of Minors in Suppl Security Income 84.418 - 916,477 916,477
Pass-Through National Writing Project Corporation, University of California 84.928 - 8 8
Pass-Through University of California, Berkley 84.928 - 15,032 15,032

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF EDUCATION (ED) (continued)

Institute of Education Sciences 84.RD $ 677,728 - - 677,728
Pass-Through Boston University 84.RD 9,165 - - 9,165
Pass-Through Carnegie Mellon University 84.RD 2,796 - - 2,796
Pass-Through Casa De Maryland, Inc 84.RD 35,521 - - 35,521
Pass-Through Duke University 84.RD 30,300 - - 30,300
Pass-Through Johns Hopkins University 84.RD 13,768 - - 13,768
Pass-Through Prince George's County Government 84.RD 95,810 - - 95,810
Pass-Through TransCen, Inc. 84.RD 71,183 - - 71,183
Pass-Through University of California, Los Angeles 84.RD 12,721 - - 12,721
Pass-Through University of Kansas 84.RD 63,310 - - 63,310
Pass-Through University of Michigan 84.RD 449 - - 449
Pass-Through Washington, DC Office of the State Superintendent of

Education, Career and Technical Education 84.RD 72,030 - - 72,030

Postsecondary Education 84.RD 381,259 - - 381,259

Special Education and Rehabilitative Services 84.RD 483,900 - - 483,900

Contract/Other 84.unknown - - 24,744 24,744
Pass-Through Baltimore City Public School Systems 84.unknown - - 512,367 512,367

Contract/Other Office of Asstant Secretary for Innovation& Improvement 84.unknown - - 2,997 2,997

Total Department of Education 1,949,940 1,128,878,474 682,337,233 1,813,165,647

SMITHSONIAN INSTITUTION

Smithsonian Institution Fellowship Program 85.601 - - 14,417 14,417

Smithsonian Institution 85.RD 57,008 - - 57,008

Total Smithsonian Institute 57,008 - 14,417 71,425

NATIONAL ARCHIVES & RECORDS ADMINISTRATION

National Historical Publications & Records Grants 89.003 - - 5,726 5,726

National Archives and Records Administration — Research and Development 89.RD 136,454 - - 136,454

Total National Archives & Records Administration 136,454 - 5,726 142,180

US ELECTION ASSISTANCE COMMISSION (EAC)

Help America Vote Act 90.401 - - 244,541 244,541
Pass-Through Information Technology and Innovation Foundation 90.RD 26,755 - - 26,755

United States Institute of Peace - Research & Development 91.RD 25,000 - - 25,000

Total US Election Assistance Commission 51,755 - 244,541 296,296

DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS)

Pass-Through Healthcare Management Solutions, LLC 93HHSM500201300169C 104,948 - - 104,948

Contract / Other 93.000 - - 2,816,898 2,816,898
Pass-Through National Association of County & City Health Officials

Public Health Information 93.000 - - 23,421 23,421
Pass-Through Synectics 93.000 - - 49,263 49,263
Pass-Through National Association of Counties and Cities Health Officials 93.008 - - 3,246 3,246

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS) (continued)
Programs for Prevention of Elder Abuse 93.041 - $ 84,964 84,964
Long term care ombudsman services for older individuals 93.042 - 296,971 296,971
Special Programs for the Aging: Title I, Part F: Disease Prevention and Health

Promotion Services 93.043 - 276,416 276,416
Aging Cluster
Special Programs for the Aging - Title 11, Part B - Grants for Supportive

Services and Senior Centers 93.044 - 8,217,454 8,217,454
Special Programs for the Aging - Title 11, Part C - Nutrition Services 93.045 - 8,068,191 8,068,191
Nutrition Services Incentive Program 93.053 - 1,485,528 1,485,528

Total Aging Cluster $ 17,771,173

Special Programs for the Aging: Title IV: Training, Research and Discretionary

Projects & Programs 93.048 - 314,332 314,332
Nation Family Caregiver Support Program 93.052 - 2,109,666 2,109,666

Pass-Through Baltimore City Health Department 93.064 - 62,635 62,635
Etest Neisseria Gonorrhoeae Isolates 93.065 - 6,000 6,000
Global AIDS 93.067 - 12,565,227 12,565,227

Pass-Through Catholic Medical Mission Board 93.067 - 22,106 22,106

Pass-Through Catholic Relief Services 93.067 - 6,423,907 6,423,907

Pass-Through Center for Clinical Care and Research 93.067 - 2,887,634 2,887,634

Pass-Through Christian Health Association of Kenya 93.067 - 182,762 182,762

Pass-Through Institute of Human Virology, Nigeria 93.067 - 1,785,513 1,785,513

Pass-Through Kenya Episcopal Conference-Catholic Services 93.067 - 298,524 298,524

Pass-Through University of Nairobi 93.067 - 1,327,463 1,327,463

Pass-Through University of Zambia 93.067 - 416,464 416,464
Public Health Emergency Preparedness 93.069 - 11,662,854 11,662,854
Asthma - From a Public Health Perspective 93.070 - 602,227 602,227
Futures Without Violence Project 93.088 - 125,567 125,567
IVE-Guardianship 93.090 - 1,236,407 1,236,407
Personal Responsibility Education 93.092 - 820,108 820,108
Food and Drug Administration: Research 93.103 - 1,181,019 1,181,019

Pass-Through Oak Ridge Institute for Science & Education 93.103 - 6,798 6,798
Comprehensive Community Mental Health Services for SED 93.104 - 1,209,390 1,209,390

Pass-Through SAIC-Frederick, Inc - ARRA 93.10ST1116ST02 99,776 - 99,776
Maternal and Child Health Federal Consolidated Programs 93.110 72,056 - 72,056
Maternal and Child Health Federal Consolidated Programs 93.110 - 738,329 738,329
Biological Response to Environmental Health Hazards 93.113 - 28,353 28,353
Project Grants and Cooperative agreements for Tuberculosis Control Programs 93.116 - 1,286,470 1,286,470
Oral Diseases and Disorders Research 93.121 - 52,145 52,145
Emergency Medical Services for Children 93.127 - 117,826 117,826
Primary Care Services: Resource Coordination and Development: Primary Care Offices  93.130 - 240,647 240,647
Injury Prevention and Control Research and State and Community Based Programs 93.136 - 976,848 976,848

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS) (continued)
Sexual Assault Prevention 93.136 $ 2,762 - - 2,762
Pass-Through University of Pittsburg 93.145 - - 362,912 362,912
Project for Assistance in Transition from Homelessness (PATH) 93.150 - - 1,141,945 1,141,945
Coordinated HIV Services and Access to Research for Children, Youth, Women
and Families 93.153 - - 828,144 828,144
Grants for State Loan Repayments 93.165 - - 9,978 9,978
Pass-Through Institute of Human Virology, Nigeria 93.172 - - 24,573 24,573
Research Related to Deafness and Communication Disorders 93.173 - - 395,296 395,296
Pass-Through University of Texas at Austin 93.186 - - 4,883 4,883
Pass-Through Westat Corporation 93.200-2011-37926/0001 - - 59,959 59,959
Contract / Other Center for Disease Control 93.200-2011-42064 96,191 - - 96,191
Family Planning: Services 93.217 - - 4,761,505 4,761,505
Pass-Through Baltimore City Health Department 93.217 - - 30,453 30,453
Research on Healthcare Costs, Quality and Outcomes 93.226 - - 22,387 22,387
Research on Healthcare Costs, Quality and Outcomes 93.226 28,609 - - 28,609
Abstinence Education 93.235 - - 295,337 295,337
Oral Health Workforce Activities 93.236 - - 494,608 494,608
Mental Health Research Grants 93.242 2,176 - - 2,176
Mental Health Research Grants 93.242 - - 3,876 3,876
Substance Abuse and Mental Health Services 93.243 197,729 - - 197,729
Substance Abuse and Mental Health Services 93.243 - - 5,729,241 5,729,241
Pass-Through American Institutes for Research 93.243 - - 100,797 100,797
Pass-Through University of Georgia 93.243 - - 11,325 11,325
Pass-Through University of Pittsburgh 93.243 - - 21,556 21,556
Pass-Through Johns Hopkins University 93.249 - - 29,892 29,892
Universal Newborn Hearing Screening 93.251 - - 132,971 132,971
Poison Center Support and Enhancement Grant Program 93.253 - - 272,274 272,274
Maryland Occupational Health Surveillance 93.262 - - 87,866 87,866
Pass-Through University of Kentucky Research Foundation 93.262 - - 90,148 90,148
Nurse Faculty Loan Program (NFLP) 93.264 - 102,999 - 102,999
Nurse Faculty Loan Program (NFLP) - ARRA 93.264 - 2,887 - 2,887
Immunization Grants 93.268 - - 4,158,987 4,158,987
Adult Viral Hepatitis Prevention and Control 93.270 - - 100,346 100,346
Maryland Access Recovery 93.275 - - 3,161,207 3,161,207
Drug Free Communities Support Program 93.276 - - 34,059 34,059
Drug Abuse Research Programs: Pass-Through Louisiana State University 93.279 - - 248,279 248,279
Mental Health National Research Service Awards for Research Training 93.282 - - 179,100 179,100
Center for Disease Control and Prevention: Investigations and Technical Assistance 93.283 - - 9,908,334 9,908,334
Pass-Through Johns Hopkins University 93.283 - - 66,304 66,304
Technological Innovations to Improve Human Health 93.286 305 - - 305
Strengthening Public Health Infrastruct. Improvement 93.292 - - 158,047 158,047
Community Mental Health Centers - Comprehensive Support 93.295 13,265 - - 13,265
Minority Health State Partnership Grant 93.296 - - 170,860 170,860
Small Rural Hospital Improvement Grants 93.301 - - 18,334 18,334

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS) (continued)
Minority Health and Health Disparities Research 93.307 $ 993,359 - - 993,359
Contract / Other National Institute of Health 93.3245033 - - 2,349 2,349
Health Professions Student Loans, Including Primary Care Loans/Loans for

Disadvantaged Students 93.342 - 11,268,851 - 11,268,851
Advanced Education Nursing Traineeships 93.358 - - 98,768 98,768
Nursing Student Loans 93.364 - 1,249,874 - 1,249,874

Pass-Through American College of Radiology 93.395 - - 39,286 39,286
Cancer Control - ARRA 93.399 7,953 - - 7,953
State Primary Care Offices - ARRA 93.414 - - 64,710 64,710
Food Safety and Security Monitoring Project 93.448 - - 227,585 227,585
School-Based Health Centers Capital Program 93.501 - - 21,403 21,403
Maternal, Infant, and Early Childhood Home Visiting Program 93.505 - - 2,135,792 2,135,792
National Background Check 93.506 - - 56,767 56,767
Strengthening Public Health Infrastructure Improvement 93.507 - - 228,868 228,868
Affordable Care Act 93.511 - - 1,052,161 1,052,161
Affordable Care Act - Aging and Disability Resource Center 93.517 - - 385,735 385,735
Affordable Health Care 93.519 - - 327,503 327,503
Affordable Care Act - Building Epidemiology Laboratory 93.521 - - 1,918,251 1,918,251
State Planning and Establishment Grants for the Affordable Care Act (ACA)'s

Exchanges 93.525 - - 73,846,974 73,846,974

Pass-Through Seedco 93.525 - - 212,882 212,882
Healthiest MD Building Support Community Change 93.531 - - 1,884,203 1,884,203
MD Emergency Psychiatric Demonstration 93.537 - - 4,916,736 4,916,736
Environmental Public Health Tracking 93.538 - - 667,641 667,641
Immunization Grant Prevention and Public Health 93.539 - - 460,289 460,289
Coordinated Chronic Disease Prevention 93.544 - - 73,219 73,219
Promoting Safe and Stable Families 93.556 - - 3,474,182 3,474,182

Pass-through Baltimore City Department of Social Services 93.556 - - 326,482 326,482
Temporary Assistance for Needy Families (TANF) 93.558 - - 220,862,915 220,862,915
Child Support Enforcement (CSE) 93.563 - - 87,475,528 87,475,528
Refugee and Entrant Assistance - State Administered Programs 93.566 - - 11,222,808 11,222,808
Refugee and Entrant Assistance VVoluntary Agency Programs 93.567 - - 394,565 394,565
Low-Income Home Energy Assistance (LIHEAP) 93.568 - - 74,940,666 74,940,666
Community Services Block Grant (CSBG) 93.569 - - 10,482,713 10,482,713
Child Care and Development Fund Cluster
Child Care and Development Block Grant 93.575 - - 27,619,912 27,619,912

Pass-through Maryland Family Network 93.575 - - 128,559 128,559
Child Care Mandatory and Matching Funds of the Child Care and Development Fund 93.596 - - 49,043,232 49,043,232

Total Child Care and Development Fund Cluster $ 76,791,703

Refugee and Entrant Assistance - Discretionary Grants 93.576 - - 384,104 384,104
Refugee and Entrant Assistance - Targeted Assistance 93.584 - - 717,456 717,456
State Court Improvement Program 93.586 - - 406,508 406,508
Grants to States for Access and Visitation Programs 93.597 - - 140,467 140,467
Education and Training VVouchers 93.599 - - 512,572 512,572

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS) (continued)
Head Start 93.600 - 9 - 1,628,290 1,628,290

Pass Through - Maryland Family Network 93.600 - - 276,372 276,372
Voting access for Individual with Disabilities 93.617 - - 186,771 186,771
State Innovation Models 93.624 - - 1,445,095 1,445,095
Development Disabilities Basic Support and Advocacy Grants 93.630 - - 1,053,679 1,053,679
Children's Justice Grants to States 93.643 - - 327,336 327,336
Child Welfare Services: State Grants 93.645 - - 3,752,750 3,752,750

Pass-Through Child Trends 93.647 - - 1,769 1,769
Child Welfare Research 93.648 10,000 - - 10,000
Pass-Through Division for Research University at Albany, State University of New York 93.648 - - 160,574 160,574
Foster Care: Title IV-E 93.658 - - 49,151,737 49,151,737
Adoption Assistance 93.659 - - 24,297,944 24,297,944
Social Services Block Grant (SSBG) 93.667 - - 52,421,685 52,421,685
Child Abuse and Neglect State Grants 93.669 - - 937,176 937,176
Child Abuse and Neglect Discretionary Activities 93.670 - - 223,970 223,970
Family Violence Prevention and Services/Grants for Battered Women's Shelters:

States & Indian Tribes 93.671 - - 1,454,831 1,454,831
Chafee Foster Care Independent Living 93.674 - - 3,623,495 3,623,495
Animal Model of Dual Diagnosis 93.701 - - 6,172 6,172
Trans-NIH Recovery Act Research Support - ARRA 93.701 - - 1,500,307 1,500,307
Trans-NIH Recovery Act Research Support - ARRA 93.701 504,646 - - 504,646

Pass-Through Johns Hopkins University - ARRA 93.701 591 - - 591

Pass-Through University of lowa - ARRA 93.701 37,665 - - 37,665
Head Start - ARRA 93.708 - - 309,865 309,865
State Health Information Exchange - ARRA 93.719 - - 1,532,294 1,532,294
Chronic Disease Self-Management Program - ARRA 93.725 - - 12,659 12,659

Pass-Through University of Texas-Houston - ARRA 93.728 143,167 - - 143,167
Chronic Disease Self-Management Education 93.734 - - 215,469 215,469
Public Health Approaches for Ensuring Quitline Capacity 93.735 - - 255,375 255,375
Breast and Cervical Cancer Screening 93.744 - - 62,577 62,577
Behavioral Risk Factor Surveillance System 93.745 - - 149,833 149,833
State Children's Insurance Program (CHIP) 93.767 - - 235,733,790 235,733,790
Medicaid Infrastructure Grants to Support the Competitive Employment of People

with Disabilities 93.768 - - 156,217 156,217
Medicaid Cluster
State Medicaid Fraud Control Units 93.775 - - 2,492,754 2,492,754
State Survey and Certification of Health Care Providers and Suppliers 93.777 - - 4,688,386 4,688,386
Medical Assistance Program (Medicaid) 93.778 - - 4,847,072,448 4,847,072,448

Pass-Through New Mexico Human Services Department 93.778 - - 69,586 69,586

Total Medicaid Cluster $  4,854,323,174
Centers for Medicare and Medicaid Services (CMS) Research, Demonstrations,

and Evaluations 93.779 ) ) 1,318,173 1,318,173

Operations Grant High Risk Health Pools 93.780 - - 1,683,359 1,683,359

The accompanying notes are an integral part of this schedule.

43



STATE OF MARYLAND
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2014

Research & Student Financial
Federal Department/Program Title/Pass-Through Agency CFDA Number Development Assistance Other Cluster Total Total
DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS) (continued)
Alternatives to Psychiatric Residential Treatment Facilities for Children 93.789 $ - 8,874,401 8,874,401
Money Follows the Person 93.791 - 11,802,680 11,802,680
Cardiovascular Diseases Research 93.837 - 108,882 108,882
Cardiovascular Diseases Research - ARRA 93.837 - 108,444 108,444
Blood Diseases and Resources Research 93.839 - 562,403 562,403
Pass-Through New York University Medical Center 93.846 - 87,660 87,660
Extramural Research Programs in the Neurosciences and Neurological Disorders 93.853 - 216,443 216,443
Pass-Through Altarum Institute-Palladian Partners 93.853 - 31,872 31,872
Allergy, Immunology, & Transplantation Research 93.855 - 528,555 528,555
Pass-Through University of Pittsburgh 93.855 - 3,491 3,491
Biomedical Research 93.859 - 1,694,509 1,694,509
Marc U Star/RISE 93.859 862,147 - 862,147
Center for Research for Mothers and Children 93.865 - 297,876 297,876
Child Health and Human Development Extramural Research 93.865 284,711 - 284,711
Aging Research 93.866 209,693 - 209,693
Aging Research - ARRA 93.866 440,278 - 440,278
Vision Research 93.867 - 57,276 57,276
Health Care and Other Facilities 93.887 - 97 97
National Bioterrorism Hospital Preparedness 93.889 - 6,321,814 6,321,814
Rural Health Outreach — Rural Network Development Program 93.912 - 22,000 22,000
Grants to States for Operation of Offices of Rural Health 93.913 - 230,704 230,704
Pass-Through Associated Black Charities 93.914 - 3,517,720 3,517,720
Pass-Through PG County Health Department 93.914 - 207,983 207,983
HIV Care Formula Grants 93.917 - 33,564,333 33,564,333
Pass-Through Delaware HIV Consortium 93.917 - 9,549 9,549
Public Health Service Act - AIDS 93.938 - 273,686 273,686
HIV Prevention Activities: Health Department Based 93.940 - 6,365,712 6,365,712
Pass-Through Baltimore City Health Department 93.940 - 178,279 178,279
HIV Demonstration, Research, Public/Professional Education Projects 93.941 1,611 - 1,611
HIV/AIDS Surveillance 93.944 - 2,007,497 2,007,497
Healthiest MD Sustain/Enhancing Health 93.945 - 1,377,258 1,377,258
Pregnancy Risk Assessment 93.946 - 123,921 123,921
Block Grants for Community Mental Health Services 93.958 - 7,265,705 7,265,705
Block Grants for Prevention and Treatment of Substance Abuse 93.959 - 28,744,163 28,744,163
Pass-Through Allegany County Health Department 93.959 - 77,846 77,846
Preventive Health Services: Sexually Transmitted Diseases Control Grants 93.977 - 1,171,782 1,171,782
Pass-Through University of Nairobi 93.989 - 306,876 306,876
Pass-Through University of Zambia 93.989 - 64,727 64,727
National Health Promotion 93.990 - 21,228 21,228
Preventive Health & Health Services Block Grant 93.991 - 1,601,856 1,601,856
Maternal and Child Health Services Block Grant to the States 93.994 - 10,520,339 10,520,339
Pass-Through Countervail Corporation 93.HHS0100201100030C 2,346,127 - 2,346,127
Pass-Through Johns Hopkins University 93.HHSA2902010000091 404,191 - 404,191
Contract / Other Food and Drug Administration 93.HHSF22301211330P 57,128 - 57,128

The accompanying notes are an integral part of this schedule.

44



STATE OF MARYLAND
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2014

Research & Student Financial

Federal Department/Program Title/Pass-Through Agency CFDA Number Development Assistance Other Cluster Total Total

DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS) (continued)

Contract / Other Food and Drug Administration 93.HHSF223201310109C $ 161,288 $ -9 - 161,288
Pass-Through Econometrica, Inc 93.HHSM500201100035G - - 12,604 12,604
Pass-Through SAIC-Frederick, Inc - ARRA 93.HHSN261200800001E 63,110 - - 63,110

Contract / Other National Institute of Health 93.HHSN261201000117C 1,344,512 - - 1,344,512
Pass-Through University of Chicago 93.HHSN261201100071C - - 2,913 2,913
Pass-Through Radiological Society of North America - ARRA 93.HHSN268200900060C-5B 177,138 - - 177,138

Contract / Other National Institute of Health 93.HHSN268201000004P 20,779 - - 20,779
Pass-Through Jarvik Heart, Inc. 93.HHSN268201000013C 238,318 - - 238,318

Contract / Other National Institute of Health 93.HHSN268201000014C 653,198 - - 653,198

Contract / Other National Institute of Health 93.HHSN268201000035C 959,263 - - 959,263
Pass-Through Radiological Society of North America 93.HHSN268201200078C 206,846 - - 206,846
Pass-Through Research Foundation for Mental Health Hygiene - ARRA 93.HHSN-271200900020C 141,140 - - 141,140

Contract / Other National Institute of Health 93.HHSN271201200506P 10,846 - - 10,846

Contract / Other National Institute of Health 93.HHSN271201200655P 16,821 - - 16,821

Contract / Other National Institute of Health 93.HHSN2712013000016 - - 4,713 4,713

Contract / Other National Institute of Health 93.HHSN271201300539P 18,446 - - 18,446

Contract / Other National Institute of Health 93.HHSN271201300717P - - 69,343 69,343
Pass-Through Limaging, LLC 93.HHSN27201000012C 6,062 - - 6,062

Contract / Other National Institute of Health 93.HHSN272200800057C 2,682,848 - - 2,682,848

Contract / Other National Institute of Health 93.HHSN272200900009C 4,651,918 - - 4,651,918

Contract / Other National Institute of Health 93.HHSN272201000046C 14,275,719 - - 14,275,719

Contract / Other National Institute of Health 93.HHSN2722013000221 125,625 - - 125,625

Contract / Other National Institute of Health 93.HHSN275200900011C 1,736,922 - - 1,736,922
Pass-Through Duke University 93.HHSN-275201000003I 12,743 - - 12,743
Pass-Through Westat Corporation 93.HHSN275201300003C 105,153 - - 105,153

Contract / Other National Institute of Health 93.HHSN-276-2011-0004C - - 1,755,915 1,755,915

Contract / Other National Institute of Health 93.HHSN276201300573P 351,990 - - 351,990

Contract / Other Agency for Health Care Research and Quality 93.IPA - - 26,357 26,357

Contract / Other Center for Disease Control 93.IPA - - 43,336 43,336

Contract / Other Food and Drug Administration 93.IPA - - 116,330 116,330

Contract / Other National Institute of Health 93.IPA - - 477,048 477,048

Contract / Other National Institute of Health 93.IPA No. 1413385 - - 60,172 60,172

Contract / Other National Institute of Health 93.IPA No. 1461708 - - 46,675 46,675
Pass-Through University of California, San Fransico 93.N01-A1-15416 78,511 - - 78,511
Pass-Through SAIC-Frederick, Inc 93.N01-Al-05421 12,522 - - 12,522

Contract / Other National Institute of Health 93.N01-AR-2-2259 48,442 - - 48,442

Administration for Children and Families 93.RD 2,249,292 - - 2,249,292

Agency for Healthcare Research and Quality 93.RD 1,755,773 - - 1,755,773

Center for Disease Control and Prevention 93.RD 596,229 - - 596,229

Food and Drug Administration 93.RD 3,728,227 - - 3,728,227

Health Resources and Services Administration 93.RD 1,959,717 - - 1,959,717

National Institutes of Health 93.RD 189,031,929 - - 189,031,929

Office of the Secretary 93.RD 93,352 - - 93,352

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS) (continued)
Other Research and Development 93.RD $ 12500 $ -9 - $ 12,500

Pass-Through Buck Institute for Age Research 93.RD 33,984 33,984
Pass-Through Schaefer Center 93.RD 95,036 95,036
Pass-Though Research Foundation for Mental Health Hygiene 93.RD 1,750 1,750
Pass-Through University of Chicago 93.RD 118,375 118,375
Pass-Through University of Washington 93.RD 59,416 59,416
Pass-Through University of Wisconsin 93.RD 95,399 95,399
Pass-Through Action for Child Protection, Inc 93.RD 172,113 172,113
Pass-Through Advanced Circulatory System, Inc 93.RD 4,554 4,554
Pass-Through Aeolus Pharmaceuticals, Inc 93.RD 3,707,133 3,707,133
Pass-Through AllTranz Inc. 93.RD 172,601 172,601
Pass-Through American College of Radiology 93.RD 81,712 81,712
Pass-Through Baltimore City, Department of Social Services 93.RD 178,626 178,626
Pass-Through Baylor College of Medicine 93.RD 45,443 45,443
Pass-Through Baylor Research Institute 93.RD 259,368 259,368
Pass-Through Beckman Research Institute of City of Hope 93.RD 29,326 29,326
Pass-Through Beth Israel Deaconess Medical Center 93.RD 4,826 4,826
Pass-Through Boston Biomedical Research Institute 93.RD 23,750 23,750
Pass-Through Boston University 93.RD 331,023 331,023
Pass-Through Brigham and Women's Hospital 93.RD 170,282 170,282
Pass-Through California Pacific Medical Center Research Institute 93.RD 36,987 36,987
Pass-Through Carnegie Mellon University 93.RD 188,382 188,382
Pass-Through Case Western University 93.RD 96,903 96,903
Pass-Through Chestnut Health Systems 93.RD 63,990 63,990
Pass-Through Child Trends 93.RD 7,450 7,450
Pass-Through Children & Families First 93.RD 55,763 55,763
Pass-Through Children's Hospital Boston 93.RD 68,503 68,503
Pass-Through Children's Hospital of Philadelphia 93.RD 7,561 7,561
Pass-Through Children's National Medical Center 93.RD 279,736 279,736
Pass-Through Children's Research Institute 93.RD 152,618 152,618
Pass-Through Cincinnati Children's Hospital Medical Center 93.RD 16,081 16,081
Pass-Through Colorado School of Mines 93.RD 10,277 10,277
Pass-Through Columbia University 93.RD 5,909 5,909
Pass-Through Communication Disorders Technology, Inc 93.RD 37,086 37,086
Pass-Through Community Connections 93.RD 6,427 6,427
Pass-Through Countervail Corporation 93.RD 230,883 230,883
Pass-Through Dartmouth College 93.RD 24,998 24,998
Pass-Through Dartmouth College 93.RD 160,862 160,862
Pass-Through Delmarva Foundation for Medical Care, Inc. 93.RD 87,168 87,168
Pass-Through Discovery BioMed, Inc 93.RD 10,557 10,557
Pass-Through Division for Research University at Albany, State University

of New York 93.RD 125,968 125,968

The accompanying notes are an integral part of this schedule.
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Federal Department/Program Title/Pass-Through Agency CFDA Number Development Assistance Other Cluster Total Total
DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS) (continued)

Pass-Through Duke University 93.RD $ 253,164 3 - $ 253,164
Pass-Through Duke University Medical Center 93.RD 174,018 - 174,018
Pass-Through Emory University 93.RD 88,087 - 88,087
Pass-Through Emory University Hospital 93.RD 3,599 - 3,599
Pass-Through Fluorometrix Corporation 93.RD 188,396 - 188,396
Pass-Through Geisinger Clinic 93.RD 74,709 - 74,709
Pass-Through Geneva Foundation 93.RD 287,532 - 287,532
Pass-Through George Washington University 93.RD 606,102 - 606,102
Pass-Through Georgetown University 93.RD 541,534 - 541,534
Pass-Through Georgia Health Sciences University 93.RD 248,239 - 248,239
Pass-Through Georgia State University 93.RD 20,770 - 20,770
Pass-Through Gliknik, Inc. 93.RD 65,117 - 65,117
Pass-Through GPB Scientific LLC 93.RD 83,495 - 83,495
Pass-Through Harvard University 93.RD 30,005 - 30,005
Pass-Through Health Research, Inc 93.RD 16,595 - 16,595
Pass-Through Healthcare Management Solutions, LLC 93.RD 18,354 - 18,354
Pass-Through Henry Ford Hospital 93.RD 5,303 - 5,303
Pass-Through Henry M Jackson Foundation 93.RD 104,778 - 104,778
Pass-Through Howard University 93.RD 185,181 - 185,181
Pass-Through Hugo W Moser Research at Kennedy Krieger, Inc. 93.RD 70,442 - 70,442
Pass-Through Humanetics Corporation 93.RD 223,559 - 223,559
Pass-Through Johns Hopkins University 93.RD 3,767,545 - 3,767,545
Pass-Through Kennedy Kreiger Institute 93.RD 8,756 - 8,756
Pass-Through Kent State University 93.RD 114,214 - 114,214
Pass-Through Leidos Bio Medical Research 93.RD 13,317 - 13,317
Pass-Through LeukoSight, Inc 93.RD 80,253 - 80,253
Pass-Through Louisiana State University 93.RD 22,595 - 22,595
Pass-Through Massachusetts General Hospital 93.RD 589,032 - 589,032
Pass-Through Mayo Clinic Jacksonville 93.RD 77,535 - 77,535
Pass-Through Mayor and City Counsil of Baltimore City, Department of

Housing and Community Development 93.RD 23,940 - 23,940
Pass-Through Medical, Science, & Computing, LLC 93.RD 164,609 - 164,609
Pass-Through Medigen Inc 93.RD 120,151 - 120,151
Pass-Through Michigan State University 93.RD 60,634 - 60,634
Pass-Through Minneapolis Medical Research Foundation 93.RD 43,699 - 43,699
Pass-Through Morehouse University 93.RD 57,821 - 57,821
Pass-Through Mount Sinai School of Medicine 93.RD 393,479 - 393,479
Pass-Through National Capital Consortium for Pediatric Devise Innovation 93.RD 231 - 231
Pass-Through National Institute for Pharmaceutical Technology and Education 93.RD 17,432 - 17,432
Pass-Through National Opinion Research Center 93.RD 76,291 - 76,291
Pass-Through New England Research Institute 93.RD 6,162 - 6,162
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Federal Department/Program Title/Pass-Through Agency CFDA Number Development Assistance Other Cluster Total Total
DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS) (continued)
Pass-Through New York Blood Center, Inc 93.RD $ 117,779 $ -9 - $ 117,779
Pass-Through New York University 93.RD 6,025 - - 6,025
Pass-Through New York University Medical School 93.RD 85,233 - - 85,233
Pass-Through Ohio State University 93.RD 49,844 - - 49,844
Pass-Through Pennsylvania State University 93.RD 281,840 - - 281,840
Pass-Through Planet Biotechnology, Inc. 93.RD 12,613 - - 12,613
Pass-Through Radiant Creative Group, LLC 93.RD 26,246 - - 26,246
Pass-Through Rand Corporation 93.RD 92,488 - - 92,488
Pass-Through Research Foundation of State University of New York, Buffalo 93.RD 2,383 - - 2,383
Pass-Through Rice University 93.RD 13,859 - - 13,859
Pass-Through Robin Medical, Inc 93.RD 130,564 - - 130,564
Pass-Through Rutgers, the State University of New Jersey 93.RD 6,594 - - 6,594
Pass-Through Sanaria Incorporated 93.RD 106,565 - - 106,565
Pass-Through Seattle Children's Research Institute 93.RD 27,391 - - 27,391
Pass-Through Sheppard Pratt Health System 93.RD 22,925 - - 22,925
Pass-Through Sigmovir Biosystems, Inc 93.RD 124,468 - - 124,468
Pass-Through SRI International 93.RD 67,660 - - 67,660
Pass-Through Strategic Community Services 93.RD 28,473 - - 28,473
Pass-Through Teens Have Choices 93.RD 3,508 - - 3,508
Pass-Through Temple University 93.RD 17,421 - - 17,421
Pass-Through Texas A&M University 93.RD 19,554 - - 19,554
Pass-Through The J. David Gladstone Institutes 93.RD 12,532 - - 12,532
Pass-Through The Mind Research Network 93.RD 86,716 - - 86,716
Pass-Through The Ohio State University Research Foundation 93.RD 316,228 - - 316,228
Pass-Through The Research Foundation of State University of New York (SUNY) 93.RD 147,907 - - 147,907
Pass-Through Tufts University 93.RD 60,744 - - 60,744
Pass-Through Tulane University School of Public Health and Tropical Medicine 93.RD 22,965 - - 22,965
Pass-Through University Nottingham 93.RD 190,328 - - 190,328
Pass-Through University of Alabama at Birmingham 93.RD 92,323 - - 92,323
Pass-Through University of Arizona 93.RD 23,058 - - 23,058
Pass-Through University of California 93.RD 217,760 - - 217,760
Pass-Through University of California, Irvine 93.RD 5,624 - - 5,624
Pass-Through University of California, San Fransico 93.RD 107,771 - - 107,771
Pass-Through University of Cincinnati 93.RD 160,040 - - 160,040
Pass-Through University of Colorado 93.RD 108,039 - - 108,039
Pass-Through University of Delaware 93.RD 12,214 - - 12,214
Pass-Through University of Florida 93.RD 897,806 - - 897,806
Pass-Through University of Houston 93.RD 64,586 - - 64,586
Pass-Through University of lowa 93.RD 155,979 - - 155,979
Pass-Through University of Kansas Center for Research 93.RD 7,511 - - 7,511
Pass-Through University of Kentucky 93.RD 17,475 - - 17,475
Pass-Through University of Medicine and Dentistry of New Jersey 93.RD 13,780 - - 13,780
Pass-Through University of Miami 93.RD 34,207 - - 34,207
Pass-Through University of Michigan 93.RD 568,413 - - 568,413

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS) (continued)
Pass-Through University of Michigan Medical School 93.RD $ 23,058 - - 23,058
Pass-Through University of Michigan, Ann Arbor 93.RD 23,900 - - 23,900
Pass-Through University of Minnesota 93.RD 265,620 - - 265,620
Pass-Through University of Missouri-St Louis 93.RD 54,571 - - 54,571
Pass-Through University of Nebraska Medical Center 93.RD 9,508 - - 9,508
Pass-Through University of New Mexico 93.RD 28,158 - - 28,158
Pass-Through University of North Carolina at Chapel Hill 93.RD 718,860 - - 718,860
Pass-Through University of North Texas Health Sciences 93.RD 36,584 - - 36,584
Pass-Through University of Pennsylvania 93.RD 389,559 - - 389,559
Pass-Through University of Pittsburgh 93.RD 018,441 - - 918,441
Pass-Through University of Rochester Medical Center 93.RD 21,651 - - 21,651
Pass-Through University of South Carolina 93.RD 53,954 - - 53,954
Pass-Through University of Southern California 93.RD 30,838 - - 30,838
Pass-Through University of Texas at Austin 93.RD 14,648 - - 14,648
Pass-Through University of Texas Health Science Center at San Antonio 93.RD 648,477 - - 648,477
Pass-Through University of Texas-Houston 93.RD 30,245 - - 30,245
Pass-Through University of Texas Southwestern Medical Center 93.RD 35,408 - - 35,408
Pass-Through University of Utah 93.RD 19,801 - - 19,801
Pass-Through University of Virginia 93.RD 881,896 - - 881,896
Pass-Through University of Wisconsin Madison 93.RD 80 - - 80
Pass-Through Vanderbilt University 93.RD 760,367 - - 760,367
Pass-Through Virginia Commonwealth University 93.RD 49,068 - - 49,068
Pass-Through Virginia Polytechnic and State University 93.RD 145,319 - - 145,319
Pass-Through Wake Forest University 93.RD 58,450 - - 58,450
Pass-Through Washington University 93.RD 107,466 - - 107,466
Pass-Through Wayne State University 93.RD 188,938 - - 188,938
Pass-Through West Virginia University Research Corporation 93.RD 3,875 - - 3,875
Pass-Through Westat Incorporated 93.RD 217,026 - - 217,026
Pass-Through Yale New University 93.RD 25,441 - - 25,441
Substance Abuse and Mental Health Services Administration 93.RD 1,070,227 - - 1,070,227
Pass-Through University of Texas Health Science Center 93.RN0052-2011-002 66,684 - - 66,684
Contract / Other Health Resources and Services Administration 93.Unknown - - 202 202
Contract / Other Office of the Secretary 93.Unknown - - 114,304 114,304
Contract / Other Substance Abuse and Mental Health Services Administration 93.Unknown - - 1,765,707 1,765,707
Total Department of Health and Human Services 262,099,321 12,624,611 6,050,927,071 6,325,651,003
CORPORATION FOR NATIONAL AND COMMUNITY SERVICE (CNCS)
State Commissions 94.003 - - 296,753 296,753
AmeriCorps 94.006 - - 3,050,886 3,050,886
Pass-Through Public Allies, Inc 94.006 - - 332,585 332,585
Planning and Program Development Grants 94.007 - - 259 259

The accompanying notes are an integral part of this schedule.
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CORPORATION FOR NATIONAL AND COMMUNITY SERVICE (CNCS) (continued)
Foster Grandparents 94.011 $ - $ 303,498 303,498
Volunteer Generation Fund 94.021 - 131,753 131,753
Corporation for National and Community Service 94.RD 1,632,336 - 1,632,336

Total Corporation for National and Community Service 1,632,336 4,115,734 5,748,070
EXECUTIVE OFFICE OF THE PRESIDENT
High Intensity Drug Trafficking Areas Program (HIDTA) 95.001 - 9,000,771 9,000,771
Executive Office of the President 95.RD 335,023 - 335,023

Total Executive Office of the President 335,023 9,000,771 9,335,794
SOCIAL SECURITY ADMINISTRATION (SSA)
Disability Insurance/SSI Cluster
Social Security: Disability Insurance 96.001 - 35,035,093 35,035,093
Supplemental Security Income (SSI) 96.006 - 1,941,950 1,941,950

Total Disability Insurance/SSI Cluster $ 36,977,043
Other Research and Development 96.RD 32,584 - 32,584

Total Social Security Administration 32,584 36,977,043 37,009,627
DEPARTMENT OF HOMELAND SECURITY
NRC - Safeguards Information 97.005 - 1,750 1,750
Pass-Through Georgia World Congress Center 97.005 - 6,000 6,000
State and Local Homeland Security National Training Program 97.005 - 23,775 23,775
Urban Areas Security Initiative 97.008 - 10,669,668 10,669,668
Citizenship Education and Training 97.010 - 85,419 85,419
Boating Safety Financial Assistance 97.012 - 2,695,360 2,695,360
Community Assistance Program State Support Services Element (CAP-SSSE) 97.023 - 121,499 121,499
Public Assistance Grants 97.036 - 7,905,832 7,905,832
Hazard Mitigation Grant (HMGP) 97.039 - 6,456,323 6,456,323
National Dam Safety Program 97.041 - 303,881 303,881
Emergency Management Performance Grants 97.042 - 7,501,573 7,501,573
State Fire Training Systems Grant 97.043 - 24,000 24,000
Emergency Management - Cooperating Technical Partners 97.045 - 463,420 463,420
Pre-Disaster Mitigation 97.047 - 141,793 141,793
Presidential Declared Disaster Assistance to Individuals and Households 97.050 - 86,110 86,110
Citizen Corps 97.053 - 82,930 82,930
Port Security Grant Program for Critical National Seaports 97.056 - 518,208 518,208
Centers for Homeland Security 97.061 - 27,143 27,143
Scientific Leadership Awards 97.062 - 422,653 422,653
Homeland Security Grant Program 97.067 - 17,521,587 17,521,587

Pass-Through District of Columbia Government 97.067 - 633,142 633,142
Pass-Through J. Craig Venter Institute 97.067 - 13,941 13,941

Metropolitan Medical Response Program 97.071 - 235,830 235,830
K-9 Grant 97.072 - 589,424 589,424

The accompanying notes are an integral part of this schedule.
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DEPARTMENT OF HOMELAND SECURITY (continued)
Homeland Security - MDOT Grant 97.075 $ - 9 - $ 13,471,022 $ 13,471,022
Buffer Zone Protection Program 97.078 - - 1,423,746 1,423,746
Real ID FY 2008 97.089 - - 71,485 71,485
Law Enforcement Officer Reimb. 97.090 - - 292,000 292,000
Biowatch Laboratory Support 97.091 - - 274 274
Homeland Security - Related Science, Technology, Engineering, and Mathematics
(HS Stem) Career Development Program 97.104 - - 141,595 141,595
Department of Homeland Security 97.RD 7,604,644 - - 7,604,644
Pass-Through Aurora Flight Sciences Corporation 97.RD 28,205 - - 28,205
Pass-Through Cyber Innovation Center 97.RD 132,352 - - 132,352
Pass-Through District of Columbia Office of Homeland Security and Emergency 97.RD 1,543,315 - - 1,543,315
Pass-Through National Integrated Cyber Education Research Center (NICERC) 97.RD 5,912 - - 5,912
Pass-Through NSF International 97.RD 15,447 - - 15,447
Pass-Through Worcester Polytechnic Institute 97.RD 25,317 - - 25,317
Contract / Other 97.Unknown - - 66,805 66,805
Statewide Catalog Number - Miscellaneous 97.Unknown - - 393,758 393,758
Total Department of Homeland Security 9,355,192 - 72,391,946 81,747,138
UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT (USAID)
USAID Development Partnerships for University Cooperation and Development 98.012 - - 66,293 66,293
Pass-Through African Medical and Research Foundation 98.AID 623A1200015 - - 848,006 848,006
Contract / Other 98.IPA - - 283 283
Pass-Through African Wildlife Foundation 98.RD 69,449 - - 69,449
Research & Development 98.RD 84,754 - - 84,754
Pass-Through Partnership for Supply Chain Management System 98.SCMSRTK1 - - 107,019 107,019
Contract / Other 98.Unknown - - 94,360 94,360
Total United States Agency for International Development 154,203 - 1,115,961 1,270,164
OTHER
Vietnam Educational Foundation 99.Unknown - - 8,000 8,000
Total Other - - 8,000 8,000
TOTAL $ 620,498,190 $ 1,141503,085 $ 10,937,938,613 $ 12,699,939,888

The accompanying notes are an integral part of this schedule.
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STATE OF MARYLAND

Notes to the Schedule of Expenditures of Federal Awards
Year Ended June 30, 2014

1. SINGLE AUDIT REPORTING ENTITY

The State of Maryland (State) includes expenditures in its Schedule of Expenditures of
Federal Awards (SEFA) for all Federal programs administered by the funds, agencies, boards
and commissions, including component units, included in the State’s reporting entity used for
its basic financial statements, including the component unit higher education funds—the
University System of Maryland, the Baltimore City Community College, Morgan State
University, and St. Mary’s College of Maryland. However, the Schedule of Expenditures of
Federal Awards excludes the Maryland Water Quality Financing Administration, an
administration of the Maryland Department of the Environment; the Maryland Transportation
Authority, an enterprise fund of the State; the Maryland Technology Development
Corporation, a component unit of the State; and the Maryland Health Insurance program, part
of the general fund of the State. Separate single audits are conducted for these entities.

2. BASIS OF ACCOUNTING

The accompanying Schedule of Expenditures of Federal Awards has been presented on the
accrual basis of accounting. Expenditures are recorded, accordingly, when incurred rather
than when paid.

The expenditures for Federal awards under the American Recovery and Reinvestment Act
of 2009 (the Recovery Act) are separately identified on the accompanying Schedule of
Expenditures of Federal Awards with the letters ARRA.

The non-cash expenditures of approximately $18,964,000, reported under CFDA No. 10.550,
Food Donation, represent the value of food commodity distributions calculated using the
U.S. Department of Agriculture, Food and Nutrition Service Commodity Price List in effect
as of July 1, 2013. These food commodities were received by the Maryland Department of
Education from the U.S. Department of Agriculture for the year ended June 30, 2014.

The non-cash expenditures of approximately $6,663,000 relating to the Emergency Food
Assistance Program reported under CFDA No. 10.569, Emergency Food Assistance Program
(Food Commodities), represent the value of food commodity distributions calculated using
the U.S. Department of Agriculture, Food and Nutrition Service Commaodity Price List in
effect as of July 1, 2013. The food commodities were received by the Maryland Department
of Human Resources from the U.S. Department of Agriculture for the year ended June 30,
2014.

Expenditures of approximately $1,151,553,000 reported under CFDA No. 10.551,
Supplemental Nutrition Assistance Program (SNAP), represent the fair market value of food
stamps distributed for participants’ food-stamp purchases during the year ended June 30,
2014.
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2. BASIS OF ACCOUNTING (continued)

The non-cash expenditures of approximately $94,000 for CFDA No. 39.003, Donation of
Federal Surplus Property Program, represents the average fair market value percentage, per
the General Services Administration (GSA) of 25 percent of the Federal government original
acquisition cost (OAC) of the Federal property transferred to recipients by the State during
the year ended June 30, 2014.

3. CATEGORIZATION OF EXPENDITURES

The accompanying Schedule of Expenditures of Federal Awards reflects Federal
expenditures for all individual grants that were active during the year. The categorization of
expenditures by program included in the accompanying Schedule of Expenditures of Federal
Awards is based on the Catalog of Federal Domestic Assistance (CFDA). Changes in the
categorization of expenditures occur based on revisions to the CFDA, which are issued in
June and December of each year. In accordance with the State’s policy, the accompanying
Schedule of Expenditures of Federal Awards for the year ended June 30, 2014, reflects
CFDA changes issued through June 2014.

4. STATE NONMONETARY FEDERAL FINANCIAL ASSISTANCE

The State distributes Federal surplus food to the institutions (schools, hospitals, and prisons)
and to the needy. The total inventory balance of Federal surplus food on hand as of June 30,
2014, was $0 for CFDA No. 10.550, Food Donation Program and approximately $1,190,000
for CFDA No. 10.569, Emergency Food Assistance Program (Food Commodities), and they
are not considered current year Federal expenditures. The surplus food was valued using the
U.S. Department of Agriculture, Food and Nutrition Service Commodity Price List in effect
as of July 1, 2013.

When surplus property is transferred to recipients, it is valued at 25 percent of its OAC,
which represents an estimated fair market value of the property transferred. There was no
donated Federal surplus property on hand as of June 30, 2014, for CFDA No. 39.003,
Donation of Federal Surplus Property Program.

5. OTHER AUDIT FINDINGS

Other audit reports exist that have also identified findings and questioned costs affecting the
State’s various Federal programs during the year ended June 30, 2014. Because those issues
have been previously reported to the affected Federal agencies, the issues identified in other
audit reports have not been repeated in the accompanying Schedule of Findings and
Questioned Costs for the year ended June 30, 2014.
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5. OTHER AUDIT FINDINGS (continued)

The State believes that none of the matters questioned will have a significant impact on the
Schedule of Expenditures of Federal Awards.

6. UNEMPLOYMENT INSURANCE

In accordance with the Department of Labor, Office of Inspector General instructions, the State
recorded State Regular Unemployment Compensation (UC) benefits under CFDA No. 17.225,
on the accompanying Schedule of Expenditures of Federal Awards. The individual State and
Federal portions are as follows:

State Regular UC benefits $ 783,480,895
Federal UC benefits 194,123,240
Federal UC administrative costs 83,229,343
Total Benefits $ 1,060,833,478

7. FEDERAL MORTGAGE PLANS
The State operates several programs that purchase Federally guaranteed loans, primarily
mortgages, from the originators. As the State has no responsibility for determining eligibility or
compliance, these guarantees are not considered Federal financial assistance for purposes of the
single audit.

8. LOAN PROGRAMS

St. Mary’s College of Maryland

St. Mary's College of Maryland (the College) administers the Federal Perkins Loan Program:
Federal Capital Contributions (CFDA No. 84.038) (the Program). The College received no
Federal funds under the Program for the year ended June 30, 2014. The new loans made in
the year ended June 30, 2014, relating to this program are considered current-year Federal
expenditures, whereas the outstanding loan balances are not. The Schedule of Expenditures
of Federal Awards includes $58,000 for loans issued during the year ended June 30, 2014.
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8. LOAN PROGRAMS (continued)

During the year ended June 30, 2014, the College processed the following amount of new
loans under the Federal Family Education Loan Program (CFDA No. 84.032), which
includes the Stafford Loan and PLUS Loan. Since this program is administered by outside
financial institutions, new loans made during the year ended June 30, 2014, relating to this
program are considered current-year Federal expenditures, whereas the outstanding loan
balances are not. The new loans made during the year ended June 30, 2014, are reported in
the Schedule of Expenditures of Federal Awards.

Loan Expenditures
For the Year Ended

CFDA Number Program Name June 30, 2014
84.032 Stafford Loan Program $ 5,385,281
84.032 PLUS Loans 4,571,736
Total $ 9,957,017

Baltimore City Community College

Baltimore City Community College (the College) administers the Federal Perkins Loan
Program: Federal Capital Contributions (CFDA No. 84.038) and Nursing Student Loans
(CFDA No. 93.364). The outstanding loan balances as of June 30, 2014, were $0 for both.
There were no new loans made in the year ended June 30, 2014. The College completed a
Federal Perkins Loan Liquidation during the year ended June 30, 2014. The outstanding
balances are considered current-year Federal expenditures. These amounts are reported in the
Schedule of Expenditures of Federal Awards.

Morgan State University

Morgan State University (the University) administers the Federal Perkins Loan Program:
Federal Capital Contributions (CFDA NO. 84.038). The outstanding loan balances of
$3,143,707, as of June 30, 2013, the loan expenditures of $114,539, for the year ended June
30, 2014, and the year 2014 administrative cost allowance of $5,727, are considered current-
year Federal expenditures. These amounts are reported in summary in the Schedule of
Expenditures of Federal Awards.

During the year ended June 30, 2014, the University processed $58,462,259 of new loans
under the Federal Direct Student Loan Program (CFDA No. 84.268). Since this program is
administered by outside financial institutions, the new loans made in the year ended June 30,
2014, relating to this program are considered current-year Federal expenditures, whereas the
outstanding loan balances are not. The new loans made in the year ended June 30, 2014, are
reported in the Schedule of Expenditures of Federal Awards.
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8. LOAN PROGRAMS (continued)

University System of Maryland

During the year ended June 30, 2014, University System of Maryland (the System) processed
the following amount of new loans under the Direct Loan Program, which includes the
Federal Stafford and Plus Loan program. Since these loan programs are administered by the
Federal government, new loans made in the year ended June 30, 2014, are reported in the
Schedule of Expenditures of Federal Awards, whereas the outstanding loan balances are not.

Loan Expenditures

For the Year Ended
June 30, 2014

$ 820,718,689

CFDA Number
84.268

Program Name

Federal Direct Student Loans

The System also administers loans under the Economic Adjustment Assistance Program
(CFDA No. 11.307). Under this program, the System uses revolving loan funds to enhance
economic activity. The Revolving Loan Fund (RLF) assists business development and
expansion. Below is the detail to support the calculation of Total Federal Awards expended
as included in the Schedule of Expenditures of Federal Awards:

Economic Development Administration 014903420-
(EDA) Award Number(s) 01490342001 014903271 011903134
1. Balance of RLF loans outstanding at the

end of the fiscal year, plus $ 3,965,795 $ 1,420,895 $ 1,011,585
2. Cash and investment balance in the RLF at

the end of the fiscal year, plus 192,120 479,318 98,457
3. Administrative expenses paid out of RLF

income during the fiscal year, plus 90,555 -
4. The unpaid principal of all loans written

off during the fiscal year, and then

multiply this sum (1+2+3+4) by - -
5. The Federal share of the RLF 75% 75% 57.47%
6. Total Federal Awards Expended $ 3,186,352 $ 1425160 $ 637,955
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8. LOAN PROGRAMS (continued)

The System administers the following Federal Student Financial Assistance Programs:

Outstanding Loan Expenditures
Balance as of For the Year Ended
CFDA Number June 30, 2013 June 30, 2014

84.038 Perkins Loan Programs $ 59,501,925 $ 8,520,540
93.264 Nurse Faculty Loan Program- ARRA 2,887 -
93.264 Nurse Faculty Loan Program 102,999 -
93.364 Federal Nursing Loan — Undergraduate 1,020,098 -
93.364 Federal Nursing Loan — Graduate 209,944 19,832
93.342 Health Professional Loan — Dental 5,159,891 1,001,300
93.342 Health Professional Loan — Medical - -
93.342 Health Professional Loan — Pharmacy 1,210,148 240,000
93.342 Health Professional Loan - Primary 3657512 ]
Care
Total $ 70,865,404 $ 9,781,672

The outstanding loan balances as of June 30, 2013, and loan expenditures for the year ended
June 30, 2014, are considered current-year Federal expenditures. These amounts are reported
on the Schedule of Expenditures of Federal Awards.
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Section I — Summary of Independent Public Accountants’ Results

Financial Statements

Type of Independent Public Accountant’s report issued
Internal control over financial reporting:
e Material weakness(es) identified?

e Significant deficiency(ies) identified that are not
considered to be material weakness(es)?

Noncompliance material to financial statements noted?

Federal Awards

Type of Independent Public Accountant’s report issued on
compliance for major programs

Internal control over major programs:
e Material weakness(es) identified?

e Significant deficiency(ies) identified that are not
considered to be material weakness(es)?

Noncompliance material to financial statements noted?

Any audit findings disclosed that are required to be reported in
accordance with section 510(a) of Circular A-133?
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STATE OF MARYLAND

Schedule of Findings and Questioned Costs
Year Ended June 30, 2014

Section I — Summary of Independent Public Accountants® Results (continued)
Identification of Major Programs

Federal
Major Program CFDA No. Expenditures
SNAP Cluster 10.551/10.561 $ 1,216,518,080
Child Nutrition Cluster 10.553/10.555/10.556/10.559 214,096,670
Special Supplemental Nutrition Program - WIC 10.557 94,599,504
Section 8 Project-Based Cluster 14.195/14.856 193,691,997
Unemployment Insurance 17.225 1,060,833,478
Federal Transit Cluster - ARRA 20.500/20.507/20.525 359,644
Federal Transit Cluster 20.500/20.507/20.525 196,835,228
Title I Grants to Local Educational Agencies (LEAS) 84.010 196,449,443
IDEA Part B Cluster 84.027/84.173 190,081,656
Rehabilitation Services - Vocational Rehabilitation
Grants to States 84.126 42,450,691
Improving Teacher Quality State Grants 84.367 30,498,408
SFSF - Race-to-the-Top Incentive Grants - ARRA 84.395 77,350,412
State Planning and Establishment Grants for the Affordable
Care Act (ACA)'s Exchanges 93.525 74,059,856
Child Care and Development Fund Cluster 93.575/93.596 76,791,703
Social Services Block Grant (SSBG) 93.667 52,421,685
Medicaid Cluster 93.775/93.777/93.778 4,854,323,174
HIV Care Formula Grants 93.917 33,573,882
Student Financial Assistance Cluster 84.007/84.033/84.037/
84.038/84.063/84.268/
84.379/84.408/93.264/
93.342/93.364/93.408/
93.925 1,141,503,085
Public Assistance Grants 97.036 7,905,832
Research and Development Cluster (R&D) Various 620,498,190
Passenger Facility Charges Unknown 84,410,738
Total $ 10,459,253,356
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Section | — Summary of Independent Public Accountant’s Results (continued)

The Passenger Facility Charge relates to collections by the Maryland Aviation Administration in
accordance with Section 158.67 of 14 Code of Federal Regulations Part 158, “Passenger Facility
Charge” and is not technically considered to be Federal Financial Assistance as defined by OMB
Circular A-133, but have been included in the scope of this single audit.

Dollar threshold used to distinguish between type A and type B programs: $30,000,000

Auditee qualified as low-risk Auditee? No
Section 11 Financial Statement Findings

None
Section 111 Federal Awards Findings and Questioned Costs

See findings 2014-001 through 2014-015

Section IV Summary Schedule of Prior Year Findings
See findings 2013-001 through 2013-015
See findings 2012-002, 2012-009, 2012-011,
and 2012-012
See finding 2011-008

See finding 2010-010
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STATE OF MARYLAND

Schedule of Current Year Findings and Questioned Costs

Year Ended June 30, 2014

Finding No. Funding Department Title of Finding
2014-001* U.S. Department of Health and Compliance and Internal Control Deficiency over
Human Services (HHS) Reporting — Subaward Reporting Under the
Transparency Act
2014-002 U.S. Department of Health and Compliance and Internal Control Deficiency over
Human Services (HHS) Subrecipient Monitoring
2014-003* U.S. Department of Health and Compliance and Internal Control Deficiency over
Human Services Level of Effort — Maintenance of Effort
2014-004* U.S. Department of Agriculture Compliance and Internal Control Deficiency over
(USDA) Reporting — Subaward Reporting Under the
Transparency Act
2014-005* U.S. Department of Education Compliance and Internal Control Deficiency over
Reporting — Subaward Reporting Under the
Transparency Act
2014-006* U.S. Department of Education Compliance and Internal Control Deficiency over
Reporting — Subaward Reporting Under the
Transparency Act
2014-007 U.S. Department of Education Compliance and Internal Control Deficiency over
Eligibility
2014-008* U.S. Department of Education Compliance and Internal Control Deficiency over
Reporting — Subaward Reporting Under the
Transparency Act
2014-009* U.S. Department of Education Compliance and Internal Control Deficiency over
Reporting — Subaward Reporting Under the
Transparency Act
2014-010* Federal Transit Administration Compliance and Internal Control Deficiency over
(FTA) Procurement and Suspension and Debarment
2014-011* U.S. Department of Education Compliance and Internal Control Deficiency over
Special Tests and Provisions - Student Enrollment
Reporting
2014-012* U.S. Department of Education Compliance and Internal Control Deficiency over
Special Tests and Provisions - Student Enrollment
Reporting
2014-013* U.S. Department of Education Compliance and Internal Control Deficiency over
Special Tests and Provisions - Student Enrollment
Reporting
2014-014 U.S. Department of Education Compliance and Internal Control Deficiency over
Special Tests and Provisions - Student Enrollment
Reporting
2014-015* U.S. Department of Health and Compliance and Internal Control Deficiency over

Human Services (HHS)

* Significant deficiency control finding
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Schedule of Current Year Findings and Questioned Costs
Year Ended June 30, 2014

Finding 2014 - 001

Maryland Health Benefit Exchange (MHBE)

CFDA No. 93.525 - State Planning and Establishment Grants for the Affordable Care Act
(ACA)’s Exchanges

U.S. Department of Health and Human Services (HHS)

Compliance and Internal Control Deficiency over Reporting — Subaward Reporting Under
the Transparency Act

Condition:

During our testing of Subaward Reporting under the Transparency Act at the Maryland Health
Benefit Exchange (MHBE), we noted that MHBE did not report subaward data in the Federal
Funding Accountability and Transparency Act Subaward Reporting System (FSRS) for
subawards subject to the Transparency Act. MHBE incurred $15,060,699 in subaward
expenditures during the year ended June 30, 2014.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) requires that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

The Federal Funding Accountability and Transparency Act (Pub. L. No. 109-282) (Transparency
Act), as amended by Section 6202(a) of the Government Funding Transparency Act of 2008
(Pub. L. No. 111-252), implementing requirements in 2 CFR part 170, and the Federal
Acquisition Regulation (FAR), require recipient reporting of each first-tier subaward or
subaward amendment that results in an obligation of $25,000 or more in Federal funds by the
end of the month following the month in which the reportable action occurred.
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Finding 2014 - 001 (continued)

Criteria: (continued)

For grants and cooperative agreements, the effective date is October 1, 2010 for all discretionary
and mandatory awards equal to or exceeding $25,000 made with a new Federal Assistance
Identification Number (FAIN) on or after that date. The FAIN is the unique award number
assigned to a particular grant or cooperative agreement by the Federal awarding agency (as
opposed to the CFDA number, which pertains to a program generally). As it appears on the
prime award document (e.g., pre-printed form, letter, or electronically generated format), this
number also may be termed “award number”, “grant number”, or be indicated by some other
terminology, but its purpose is to identify that particular award. The FAIN may include both
letters and numbers. The Federal Government does not specify any requirements for numbering
of subawards.

Grant and cooperative agreement recipients and contractors are required to register in the Federal
Funding Accountability and Transparency Act Subaward Reporting System (FSRS) and report
subaward data through FSRS.

Cause:
MHBE did not ensure the proper reports were submitted through the Federal Funding
Accountability and Transparency Act Subaward Reporting System (FSRS).

Effect:

MHBE is not in compliance with the Subaward Reporting under the Transparency Act
requirement for the State Planning and Establishment Grants for the Affordable Care Act
(ACA)’s Exchanges.

Questioned Costs:
None.

Recommendation:
We recommend that MHBE implement procedures to ensure subawards subject to the
Transparency Act are properly and timely reported through FSRS.

Auditee Response and Corrective Action Plan:
MBHE concurs with the finding.

MHBE will take the following corrective actions by the end of fiscal year 2015:

1) Register in the Federal Funding Accountability and Transparency Act Subaward Reporting
System (FSRS).
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Finding 2014 - 001 (continued)

Auditee Response and Corrective Action Plan: (continued)

2) Create procedures for the purpose of reporting each first-tier subaward or subaward
amendment that results in an obligation of $25,000 or more in Federal funds by the end of the
month following the month in which the reportable action occurred. The Procurement Officer
has the responsibility to report into the FSRS.

3) MHBE’s Procurement Officer will report compliance with Federal Funding Accountability
and Transparency reporting requirements to MHBE’s Compliance Committee on a quarterly

basis.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014 - 002

Maryland Health Benefit Exchange (MHBE)

CFDA No. 93.525 - State Planning and Establishment Grants for the Affordable Care Act
(ACA)’s Exchanges

U.S. Department of Health and Human Services (HHS)
Compliance and Internal Control Deficiency over Subrecipient Monitoring

Condition:

During our testing of Subrecipient Monitoring at the Maryland Health Benefit Exchange
(MHBE), we noted that MHBE did not have evidence that applicants for subawards provided a
Dun and Bradstreet Data Universal Number System (DUNS) number as part of its subaward
application or before award. We also noted that at the time of the subaward, MHBE did not
identify to the subrecipients the Federal award information (i.e., CFDA title and number; award
name and number; and name of the Federal awarding agency) and applicable requirements. Prior
to the second year of the award, MHBE notified recipients of the Federal award information via
email.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) requires that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

Per OMB Circular A-133 and 31 USC 7502(f)(2)(B):
A pass-through entity is responsible for:

Determining Subrecipient Eligibility — In addition to any programmatic eligibility criteria under
E., “Eligibility for Subrecipients,” determining whether an applicant for a subaward has provided
a Dun and Bradstreet Data Universal Numbering System (DUNS) number as part of its subaward
application or, if not, before award (2 CFR section 25.110 and Appendix A to 2 CFR part 25).
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Finding 2014 - 002 (continued)

Criteria: (continued)

Award Identification — At the time of the subaward, identifying to the subrecipient the Federal
award information (i.e., CFDA title and number; award name and number; if the award is
research and development; and name of Federal awarding agency) and applicable compliance
requirements.

Cause:

MHBE was not aware of the Federal requirements to obtain a DUNS number before award and
to identify to the subrecipient the CFDA title and number, award name and number, and name of
the Federal agency.

Effect:
MHBE is not in compliance with the Subrecipient Monitoring requirement for the State Planning
and Establishment Grants for the Affordable Care Act (ACA)’s Exchanges.

Questioned Costs:
None.

Recommendation:

We recommend that MHBE establish internal controls to ensure that the DUNS number is
included as part of subaward applications and MHBE should identify Federal awards made by
informing each subrecipient of CFDA title and number, award name and number, award year, if
the award is research and development, and name of Federal agency in the grant agreements.

Auditee Response and Corrective Action Plan:
MHBE concurs with the finding.

MHBE will take the following corrective actions by the end of fiscal year 2015:
1) Include a request for each subrecipient’s DUNS number in subaward applications.

2) Inform each subrecipient of the CFDA title and number, award name and number, award year,
if the award is research and development, and name of the Federal agency.

3) Create an internal control mechanism to ensure each subrecipient provides its DUNS number
on its subaward application and is informed of the CFDA title and number, award name and
number, award year, if the award is research and development, and name of Federal agency in
the grant agreement.
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Finding 2014 - 002 (continued)
Auditee Response and Corrective Action Plan: (continued)

4) MHBE’s Procurement Officer will report compliance with this corrective action to MHBE’s
Compliance Committee on a quarterly basis, as necessary.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014 - 003

Department of Health and Mental Hygiene (DHMH)

CFDA No. 93.917-HIV Care Formula Grants (Ryan White HIV / AIDS Program Part B)
U.S. Department of Health and Human Services (HHS)

Compliance and Internal Control Deficiency over Level of Effort — Maintenance of Effort

Condition:

During our testing of Level of Effort — Maintenance of Effort (MOE) at the Department of
Health and Mental Hygiene (DHMH), we noted that DHMH did not maintain sufficient
documentation to support the expenditure amounts included in the MOE report submitted to the
Federal agency. During our review of expenditure reports that DHMH provided to support the
MOE requirement, we noted that the actual expenditure amounts were greater than the amounts
reported and there was no documented methodology to support the amounts reported versus the
actual expenditures.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) require that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate controls that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

The Ryan White HIV / AIDS Treatment Extension Act of 2009 (42 USC 300ff-27(b)(7)(E))
requires that the State will maintain HIV-related activities at a level that is equal to not less than
the level of such expenditures by the State for the 1-year period preceding the fiscal year for
which the State is applying for Part B funds.

Per the Ryan White HIV / AIDS Program Part B Manual, Section VI, Chapter 7:

Funds that States may use to demonstrate compliance with MOE requirements are those that
have, at a minimum, an identifiable line item in State budgets and expenditure reports from State
agencies.
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Finding 2014 — 003 (continued)

Criteria: (continued)

Per the Ryan White HIV / AIDS Program Part B Manual, Section V11, Chapter 7: (continued)

To demonstrate compliance with MOE provisions, States and Territories must maintain adequate
systems for consistently tracking and reporting on HIV-related expenditure data from year-to-
year. The system must define the methodology used, be written and auditable, and must ensure
that Federal funds do not supplant State spending but instead expand and enrich HIV-related
activities.

The State/Territory must provide documentation proving that the overall level of HIV-related
expenditures has been maintained year-to-year for the previous two complete fiscal years (based
on the grantee’s fiscal year).

Cause:
DHMH did not maintain sufficient documentation to support the methodology used in the MOE
computation as the actual expenditures incurred are not reported on the MOE calculation.

Effect:
SBC cannot conclude that DHMH met the level of effort — maintenance of effort requirement
due to inadequate documentation support.

Questioned Costs:
Unknown.

Recommendation:

We recommend that DHMH apply a consistent methodology to calculate and compile HIV-
related expenditures from State-funded agencies and that DHMH maintain supporting
documentation from the general ledger to support the amounts used in the maintenance of effort
computation. We also recommend that the methodology utilized by the program be documented
and obtain approval from the Federal agency.

Auditee Response and Corrective Action Plan:

DHMH concurs with the finding. DHMH proposes to establish a new Program Cost Account
(PCA) in fiscal year 2016 for recording MOE expenditures. A dedicated PCA would facilitate
the reporting of MOE expenditures in future Federal grant applications and provide
documentation by enabling MOE-designated expenditures to be directly traceable in Financial
Management Information System. DHMH will submit this plan for approval, including a
description of the methodology used, to the Health Resources and Services Administration.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014 - 004
Maryland State Department of Education (MSDE)

Child Nutrition Cluster

CFDA 10.553  School Breakfast Program (SBP)

CFDA 10.555  National School Lunch Program (NSLP)

CFDA 10.556  Special Milk Program for Children (SMP)

CFDA 10.559  Summer Food Service Program for Children (SFSP)

U.S. Department of Agriculture (USDA)

Compliance and Internal Control Deficiency over Reporting — Subaward Reporting Under
the Transparency Act

Condition:

During our testing of Subaward Reporting under the Transparency Act at the Maryland State
Department of Education (MSDE), we noted that for 30 out of 40 selected subawards subject to
the Transparency Act, MSDE did not report subaward data in the Federal Funding
Accountability and Transparency Act Subaward Reporting System (FSRS) in a timely manner.
Additionally, 1 of the subawards was not reported in the FSRS. MSDE incurred $204,734,902 in
subaward expenditures during the year ended June 30, 2014.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) requires that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

The Federal Funding Accountability and Transparency Act (Pub. L. No. 109-282) (Transparency
Act), as amended by Section 6202(a) of the Government Funding Transparency Act of 2008
(Pub. L. No. 111-252), implementing requirements in 2 CFR part 170, and the Federal
Acquisition Regulation (FAR), require recipient reporting of each first-tier subaward or
subaward amendment that results in an obligation of $25,000 or more in Federal funds by the
end of the month following the month in which the reportable action occurred.
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Finding 2014 - 004 (continued)

Criteria: (continued)

For grants and cooperative agreements, the effective date is October 1, 2010, for all discretionary
and mandatory awards equal to or exceeding $25,000 made with a new Federal Assistance
Identification Number (FAIN) on or after that date. The FAIN is the unique award number
assigned to a particular grant or cooperative agreement by the Federal awarding agency (as
opposed to the CFDA number, which pertains to a program generally). As it appears on the
prime award document (e.g., pre-printed form, letter, or electronically generated format), this
number also may be termed “award number”, “grant number”, or be indicated by some other
terminology, but its purpose is to identify that particular award. The FAIN may include both
letters and numbers. The Federal Government does not specify any requirements for numbering
of subawards.

Grant and cooperative agreement recipients and contractors are required to register in the Federal
Funding Accountability and Transparency Act Subaward Reporting System (FSRS) and report
subaward data through FSRS.

Cause:
MSDE did not have proper controls in place to ensure that all subawards subject to the
Transparency Act were reported in the FSRS on a timely basis.

Effect:
MSDE is not in compliance with the Subaward Reporting under the Transparency Act
requirement for the Child Nutrition Cluster program.

Questioned Costs:
None.

Recommendation:

We recommend that MSDE establish procedures to ensure that all subawards subject to the
Transparency Act are reported in the FSRS on a timely basis.
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Finding 2014 - 004 (continued)

Auditee Response and Corrective Action Plan:

MSDE reviewed and revised its Federal Funding Accountability and Transparency Act (FFATA)
reporting procedures during May, 2014 to provide compliance with FFATA reporting
requirements and during June, 2014 the revised procedures were disseminated throughout the
Agency for implementation. Training was also provided at this time regarding the revised
procedures. The revised procedures provide specific timeframes when data needs to be provided
by the Divisions to the Local Financial and Reporting Office which is responsible for inputting
data to the Federal Funding Accountability and Transparency Act Subaward Reporting System
(FSRS). At the time of the audit, Fiscal Year 2014 was almost at its conclusion and the noted
exceptions had occurred. All exceptions have been investigated and information has been input
to the FSRS. The Division responsible for managing this CFDA will continue to adhere to
MSDE’s revised FFATA reporting procedures.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014 - 005

Maryland State Department of Education (MSDE)

CFDA No. 84.010 — Title I Grants to Local Educational Agencies
U.S. Department of Education (ED)

Compliance and Internal Control Deficiency over Reporting — Subaward Reporting Under
the Transparency Act

Condition:

During our testing of Subaward Reporting under the Transparency Act at the Maryland State
Department of Education (MSDE), we selected 13 subawards subject to the Transparency Act
and noted that for all 13 of the selections MSDE did not report subaward data in the Federal
Funding Accountability and Transparency Act Subaward Reporting System (FSRS) in a timely
manner. MSDE incurred $194,408,564 in subaward expenditures during the year ended June 30,
2014.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) requires that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

The Federal Funding Accountability and Transparency Act (Pub. L. No. 109-282) (Transparency
Act), as amended by Section 6202(a) of the Government Funding Transparency Act of 2008
(Pub. L. No. 111-252), implementing requirements in 2 CFR part 170, and the Federal
Acquisition Regulation (FAR), require recipient reporting of each first-tier subaward or
subaward amendment that results in an obligation of $25,000 or more in Federal funds by the
end of the month following the month in which the reportable action occurred.
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Finding 2014 - 005 (continued)

Criteria: (continued)

For grants and cooperative agreements, the effective date is October 1, 2010, for all discretionary
and mandatory awards equal to or exceeding $25,000 made with a new Federal Assistance
Identification Number (FAIN) on or after that date. The FAIN is the unique award number
assigned to a particular grant or cooperative agreement by the Federal awarding agency (as
opposed to the CFDA number, which pertains to a program generally). As it appears on the
prime award document (e.g., pre-printed form, letter, or electronically generated format), this
number also may be termed “award number”, “grant number”, or be indicated by some other
terminology, but its purpose is to identify that particular award. The FAIN may include both
letters and numbers. The Federal Government does not specify any requirements for numbering
of subawards.

Grant and cooperative agreement recipients and contractors are required to register in the Federal
Funding Accountability and Transparency Act Subaward Reporting System (FSRS) and report
subaward data through FSRS.

Cause:
MSDE did not have proper controls in place to ensure that all subawards subject to the
Transparency Act were reported in the FSRS on a timely basis.

Effect:
MSDE is not in compliance with the Subaward Reporting under the Transparency Act
requirement for the Title | Grants to Local Educational Agencies program.

Questioned Costs:
None.

Recommendation:

We recommend that MSDE establish procedures to ensure that all subawards subject to the
Transparency Act are reported in the FSRS on a timely basis.
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Finding 2014 - 005 (continued)

Auditee Response and Corrective Action Plan:

MSDE reviewed and revised its Federal Funding Accountability and Transparency Act (FFATA)
reporting procedures during May, 2014 to provide compliance with FFATA reporting
requirements and during June, 2014 the revised procedures were disseminated throughout the
Agency for implementation. Training was also provided at this time regarding the revised
procedures. The revised procedures provide specific timeframes when data needs to be provided
by the Divisions to the Local Financial and Reporting Office which is responsible for inputting
data to the Federal Funding Accountability and Transparency Act Subaward Reporting System
(FSRS). At the time of the audit, Fiscal Year 2014 was almost at its conclusion and the noted
exceptions had occurred. All exceptions have been investigated and information has been input
to the FSRS. The Division responsible for managing this CFDA will continue to adhere to
MSDE’s revised FFATA reporting procedures.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014 - 006
Maryland State Department of Education (MSDE)

Special Education Cluster (IDEA)
CFDA 84.027  Special Education — Grants to States (IDEA, Part B)
CFDA 84.173  Special Education — Preschool Grants (IDEA Preschool)

U.S. Department of Education (ED)

Compliance and Internal Control Deficiency over Reporting — Subaward Reporting Under
the Transparency Act

Condition:

During our testing of Subaward Reporting under the Transparency Act at the Maryland State
Department of Education (MSDE), we selected 40 subawards subject to the Transparency Act
and noted that for 17 of the subawards, MSDE did not report subaward data in the Federal
Funding Accountability and Transparency Act Subaward Reporting System (FSRS).
Additionally, 14 of the subawards were not filed in a timely manner. MSDE incurred
$182,627,434 in subaward expenditures during the year ended June 30, 2014.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) requires that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

The Federal Funding Accountability and Transparency Act (Pub. L. No. 109-282) (Transparency
Act), as amended by Section 6202(a) of the Government Funding Transparency Act of 2008
(Pub. L. No. 111-252), implementing requirements in 2 CFR part 170, and the Federal
Acquisition Regulation (FAR), require recipient reporting of each first-tier subaward or
subaward amendment that results in an obligation of $25,000 or more in Federal funds by the
end of the month following the month in which the reportable action occurred.
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Finding 2014 - 006 (continued)

Criteria: (continued)

For grants and cooperative agreements, the effective date is October 1, 2010, for all discretionary
and mandatory awards equal to or exceeding $25,000 made with a new Federal Assistance
Identification Number (FAIN) on or after that date. The FAIN is the unique award number
assigned to a particular grant or cooperative agreement by the Federal awarding agency (as
opposed to the CFDA number, which pertains to a program generally). As it appears on the
prime award document (e.g., pre-printed form, letter, or electronically generated format), this
number also may be termed “award number”, “grant number”, or be indicated by some other
terminology, but its purpose is to identify that particular award. The FAIN may include both
letters and numbers. The Federal Government does not specify any requirements for numbering
of subawards.

Grant and cooperative agreement recipients and contractors are required to register in the Federal
Funding Accountability and Transparency Act Subaward Reporting System (FSRS) and report
subaward data through FSRS.

Cause:
MSDE did not have proper controls in place to ensure that all subawards subject to the
Transparency Act were reported in the FSRS on a timely basis.

Effect:
MSDE is not in compliance with the Subaward Reporting under the Transparency Act
requirement for the Special Education Cluster (IDEA).

Questioned Costs:
None.

Recommendation:

We recommend that MSDE establish procedures to ensure that all subawards subject to the
Transparency Act are reported in the FSRS on a timely basis.
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Finding 2014 - 006 (continued)

Auditee Response and Corrective Action Plan:

MSDE reviewed and revised its Federal Funding Accountability and Transparency Act (FFATA)
reporting procedures during May, 2014 to provide compliance with FFATA reporting
requirements and during June, 2014 the revised procedures were disseminated throughout the
Agency for implementation. Training was also provided at this time regarding the revised
procedures. The revised procedures provide specific timeframes when data needs to be provided
by the Divisions to the Local Financial and Reporting Office which is responsible for inputting
data to the Federal Funding Accountability and Transparency Act Subaward Reporting System
(FSRS). At the time of the audit, Fiscal Year 2014 was almost at its conclusion and the noted
exceptions had occurred. All exceptions have been investigated and information has been input
to the FSRS. The Division responsible for managing this CFDA will continue to adhere to
MSDE’s revised FFATA reporting procedures.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014 - 007

Maryland State Department of Education (MSDE)

CFDA 84.126 — Rehabilitation Services — Vocational Rehabilitation Grants to States
U.S. Department of Education (ED)

Compliance and Internal Control Deficiency over Eligibility

Condition:

During our testing of Eligibility at the Maryland State Department of Education (MSDE), we
selected 40 files to review for eligibility determination. For two of the participant files selected,
we noted that the eligibility determination was not made within 60 days after the individual
submitted an application for the services.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) requires that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

Section 102(a)(6) of Title I of the Rehabilitation Act of 1973, as amended (29 USC 722(a)(6))
requires that the State Vocational Rehabilitation (VR) Agency must determine whether an
individual is eligible for VR services within a reasonable period of time, not to exceed 60 days,
after the individual has submitted an application for the services unless:

a. Exceptional and unforeseen circumstances beyond the control of the State VR agency
preclude making an eligibility determination within 60 days and the State agency and the
individual agree to a specific extension of time; or

b. The State VR Agency is exploring an individual’s abilities, capabilities, and capacity to
perform in work situations through trial work experiences in order to determine the
eligibility of the individual or the existence of clear and convincing evidence that the
individual is incapable of benefiting in terms of an employment outcome from VR
services.
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Finding 2014 - 007 (continued)

Cause:
MSDE did not have proper controls in place to ensure that all eligibility determinations were
made timely.

Effect:
MSDE is not in compliance with the Eligibility requirement for the Rehabilitation Services —
Vocational Rehabilitation Grants to States program.

Questioned Costs:
None.

Recommendation:
We recommend that MSDE improve internal controls to ensure that all eligibility determinations
are made timely.

Auditee Response and Corrective Action Plan:

The Division of Rehabilitation Services (DORS) has satisfactory controls regarding compliance to
the 60 day eligibility determination requirement. In this regard, all counselors are required to
complete a client’s eligibility determination within 60 days of the date when the client submitted
an application. Furthermore, supervisors are required to follow up on the counselors’ adherence to
this requirement. The two cited exceptions occurred as a result of unforeseen and extraordinary
personnel situations. DORS will continue to look at the eligibility determination in accordance
with 29 USC 722(a)(6) and as needed provide either individual or district training to address any
future instances where the 60 day eligibility requirement is not met.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014 - 008

Maryland State Department of Education (MSDE)
CFDA 84.367 — Improving Teacher Quality State Grants
U.S. Department of Education (ED)

Compliance and Internal Control Deficiency over Reporting — Subaward Reporting Under
the Transparency Act

Condition:

During our testing of Subaward Reporting under the Transparency Act at the Maryland State
Department of Education (MSDE), we selected 11 subawards subject to the Transparency Act
and noted that for all 11 of the selections MSDE did not report subaward data in the Federal
Funding Accountability and Transparency Act Subaward Reporting System (FSRS) in a timely
manner. MSDE incurred $28,573,383 in subaward expenditures during the year ended June 30,
2014.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) requires that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

The Federal Funding Accountability and Transparency Act (Pub. L. No. 109-282) (Transparency
Act), as amended by Section 6202(a) of the Government Funding Transparency Act of 2008
(Pub. L. No. 111-252), implementing requirements in 2 CFR part 170, and the Federal
Acquisition Regulation (FAR), require recipient reporting of each first-tier subaward or
subaward amendment that results in an obligation of $25,000 or more in Federal funds by the
end of the month following the month in which the reportable action occurred.
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Finding 2014 - 008 (continued)

Criteria: (continued)

For grants and cooperative agreements, the effective date is October 1, 2010, for all discretionary
and mandatory awards equal to or exceeding $25,000 made with a new Federal Assistance
Identification Number (FAIN) on or after that date. The FAIN is the unique award number
assigned to a particular grant or cooperative agreement by the Federal awarding agency (as
opposed to the CFDA number, which pertains to a program generally). As it appears on the
prime award document (e.g., pre-printed form, letter, or electronically generated format), this
number also may be termed “award number”, “grant number”, or be indicated by some other
terminology, but its purpose is to identify that particular award. The FAIN may include both
letters and numbers. The Federal Government does not specify any requirements for numbering
of subawards.

Grant and cooperative agreement recipients and contractors are required to register in the Federal
Funding Accountability and Transparency Act Subaward Reporting System (FSRS) and report
subaward data through FSRS.

Cause:
MSDE did not have proper controls in place to ensure that all subawards subject to the
Transparency Act were reported in the FSRS on a timely basis.

Effect:
MSDE is not in compliance with the Subaward Reporting under the Transparency Act
requirement for the Improving Teacher Quality State Grants program.

Questioned Costs:
None.

Recommendation:

We recommend that MSDE establish procedures to ensure that all subawards subject to the
Transparency Act are reported in the FSRS on a timely basis.

86



STATE OF MARYLAND

Schedule of Current Year Findings and Questioned Costs
Year Ended June 30, 2014

Finding 2014 - 008 (continued)

Auditee Response and Corrective Action Plan:

MSDE reviewed and revised its Federal Funding Accountability and Transparency Act (FFATA)
reporting procedures during May, 2014 to provide compliance with FFATA reporting
requirements and during June, 2014 the revised procedures were disseminated throughout the
Agency for implementation. Training was also provided at this time regarding the revised
procedures. The revised procedures provide specific timeframes when data needs to be provided
by the Divisions to the Local Financial and Reporting Office which is responsible for inputting
data to the Federal Funding Accountability and Transparency Act Subaward Reporting System
(FSRS). At the time of the audit, Fiscal Year 2014 was almost at its conclusion and the noted
exceptions had occurred. All exceptions have been investigated and information has been input
to the FSRS. The Division responsible for managing this CFDA will continue to adhere to
MSDE’s revised FFATA reporting procedures.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014 - 009
Maryland State Department of Education (MSDE)

Child Care and Development Fund Cluster (CCDF)

CFDA 93.575  Child Care and Development Block Grant

CFDA 93596  Child Care Mandatory and Matching Funds of the Child Care and
Development Fund

U.S. Department of Education (ED)

Compliance and Internal Control Deficiency over Reporting — Subaward Reporting Under
the Transparency Act

Condition:

During our testing of Subaward Reporting under the Transparency Act at the Maryland State
Department of Education (MSDE), we noted that for 1 out of 7 selected subawards subject to the
Transparency Act, MSDE reported the subaward data in the Federal Funding Accountability and
Transparency Act Subaward Reporting System (FSRS) at the incorrect amount. MSDE incurred
$50,187,760 in subaward expenditures during the year ended June 30, 2014.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) requires that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

The Federal Funding Accountability and Transparency Act (Pub. L. No. 109-282) (Transparency
Act), as amended by Section 6202(a) of the Government Funding Transparency Act of 2008
(Pub. L. No. 111-252), implementing requirements in 2 CFR part 170, and the Federal
Acquisition Regulation (FAR), require recipient reporting of each first-tier subaward or
subaward amendment that results in an obligation of $25,000 or more in Federal funds by the
end of the month following the month in which the reportable action occurred.
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Finding 2014 - 009 (continued)

Criteria: (continued)

For grants and cooperative agreements, the effective date is October 1, 2010, for all discretionary
and mandatory awards equal to or exceeding $25,000 made with a new Federal Assistance
Identification Number (FAIN) on or after that date. The FAIN is the unique award number
assigned to a particular grant or cooperative agreement by the Federal awarding agency (as
opposed to the CFDA number, which pertains to a program generally). As it appears on the
prime award document (e.g., pre-printed form, letter, or electronically generated format), this
number also may be termed “award number”, “grant number”, or be indicated by some other
terminology, but its purpose is to identify that particular award. The FAIN may include both
letters and numbers. The Federal Government does not specify any requirements for numbering
of subawards.

Grant and cooperative agreement recipients and contractors are required to register in the Federal
Funding Accountability and Transparency Act Subaward Reporting System (FSRS) and report
subaward data through FSRS.

Cause:
MSDE made a typographical error to include the incorrect amount for one subaward.

Effect:
MSDE is not in compliance with the Subaward Reporting under the Transparency Act
requirement for the Child Care and Development Fund Cluster.

Questioned Costs:
None.

Recommendation:
We recommend that MSDE establish procedures to ensure that all subawards subject to the
Transparency Act are reported in the FSRS accurately.

Auditee Response and Corrective Action Plan:

MSDE agrees that the amount for one of the tested subawards was incorrectly reported to the
Federal Funding Accountability and Transparency Act Subaward Reporting System (FSRS).
This reporting error was caused by a typographical error on a form used to input data into the
FSRS. Procedures have been developed so that in the future data on the input form will be
independently verified by another employee before the data is entered in the FSRS.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014 - 010
Maryland Department of Transportation (MDOT)

Federal Transit Cluster

CFDA 20.500  Federal Transit — Capital Investment Grants

CFDA 20.507  Federal Transit — Formula Grants (Urbanized Area Formula Program)
CFDA 20.525  State of Good Repair Grants

Federal Transit Administration (FTA)

Compliance and Internal Control Deficiency over Procurement and Suspension and
Debarment

Condition:

During our testing of Procurement and Suspension and Debarment at the Maryland Transit
Administration (MTA), MTA was not able to locate contract files for two of the 14 procurements
selected. Additionally, there was no evidence that MTA performed a verification check for
covered transactions by checking the Excluded Parties List System (EPLS) for one of the 14
vendors.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) require that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate controls that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

The code of Maryland regulations (COMAR 21.05.01.07) “Procurement Record” requires that a
procurement file on each procurement for contracts in excess of $25,000, shall include: a) a
record of solicitation of inquiries; b) a listing of every bidder or offeror solicited; c) all bids or
offers received; d) all internal and external correspondence regarding the procurement; e) written
documentation from the procurement officer describing efforts to confirm the information in the
affidavits submitted by the successful bidder or offeror, including, at a minimum, verification
that the business has not been suspended or debarred by the State or Federal government; and f)
the final contract.
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Finding 2014 - 010 (continued)

Cause:
MTA had inadequate controls in place over document retention.

Effect:
MTA is not in compliance with the Procurement and Suspension and Debarment requirements
for the Federal Transit Cluster.

Questioned Costs:
Unknown.

Recommendation:

We recommend that MTA establish internal controls to ensure they maintain adequate
documentation to support that the Federal and State laws and procedures were followed for
procurement.

Auditee Response and Corrective Action Plan:

To ensure the required procurement documentation is complete, MTA distributed a new
checklist to all procurement officers during the second quarter of fiscal year 2015. MTA
procurement officers will review all contract files and sign off on the checklist. In addition, the
Director of Procurement, or a designee, will conduct periodic reviews to ensure these procedures
are being followed. Based on the auditor’s recommendation, the checklist has been modified to
include a checkbox to indicate a verification of the vendor’s status. MTA will ensure a
contractor’s good standing by reviewing the Excluded Parties List System for Federally funded
contracts and reviewing the Board of Public Works debarment list for State funded contracts.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014-011
University System of Maryland — Bowie State University (BSU)

Student Financial Assistance Cluster

CFDA No. 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA No. 84.032  Federal Family Education Loans (FFEL)

CFDA No. 84.033  Federal Work- Study Program (FWS)

CFDA No. 84.037  Perkins Loan Cancellations

CFDA No. 84.038  Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA No. 84.063  Federal Pell Grant Program (Pell)

CFDA No. 84.268  Federal Direct Student Loans (Direct Loan)

U.S. Department of Education (ED)

Compliance and Internal Control Deficiency over Special Tests and Provisions - Student
Enrollment Reporting

Condition:

During our testing of student enrollment reporting, we reviewed the enrollment status of 40
students. We noted that for eight of the students selected, BSU did not submit the students’
updated status to the National Student Loan Data System (NSLDS) within 60 days; and for two
of the students selected, the enrollment status per the institution’s PeopleSoft system did not
match the enrollment status per NSLDS.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

Per OMB A-133:

Under the FFEL and Direct Loan programs, schools must complete and return within 30 days the
Enrollment Reporting roster file [formerly the Student Status Confirmation Report (SSCR)]
placed in their Student Aid Internet Gateway (SAIG) mailboxes sent by ED via National Student
Loan Data System (NSLDS) (OMB No. 1845-0035). The institution determines how often it
receives the Enrollment Reporting roster file with the default set at every two months, but the
minimum is twice a year.
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Finding 2014-011 (continued)

Criteria: (continued)

Per OMB A-133: (continued)

Once received, the institution must update for changes in student status, report the date the
enrollment status was effective, enter the new anticipated completion date, and submit the
changes electronically through the batch method or the NSLDS web site. Institutions are
responsible for timely reporting, whether they report directly or via a third-party servicer. Unless
the school expects to complete its next roster within 60 days, the school must notify the lender or
the guaranty agency within 30 days, if it discovers that a student who received a loan either did
not enroll or ceased to be enrolled on at least a half-time basis (FFEL, 34 CFR section 682.610;
Direct Loan, 34 CFR section 685.309).

Per 34 CFR § 682.610(c):

A school shall — (1) Upon receipt of a student status confirmation report form from the
Secretary or a similar student status confirmation report form from any guaranty agency,
complete and return that report within 30 days of receipt to the Secretary or the guaranty agency,
as appropriate; and (2) Unless it expects to submit its next student status confirmation report to
the Secretary or the guaranty agency within the next 60 days, notify the guaranty agency or
lender within 30 days — (i) If it discovers that a Stafford, Supplemental Loan for Students
(SLS), or Parent Loan for Undergraduate Students (PLUS) loan has been made to or on behalf of
a student who enrolled at that school, but who has ceased to be enrolled on at least a half-time
basis; (ii) If it discovers that a Stafford, SLS, or PLUS loan has been made to or on behalf of a
student who has been accepted for enrollment at that school, but who failed to enroll on at least a
half-time basis for the period for which the loan was intended; (iii) If it discovers that a Stafford,
SLS, or PLUS loan has been made to or on behalf of a full-time student who has ceased to be
enrolled on a full-time basis; or (iv) If it discovers that a student who is enrolled and who has
received a Stafford or SLS loan has changed his or her permanent address.

Cause:
BSU did not have proper controls in place to review and update enrollment status changes for
students receiving student financial aid.

Effect:
The change in student’s enrollment is not properly reported in the NSLDS database, thus,
repayment date, grace period, and deferment is not properly determined.

Questioned Costs:
None.

Recommendation:

We recommend that BSU establish procedures to ensure that enrollment status changes are
updated and accurately reported in a timely manner in the NSLDS database.
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Finding 2014-011 (continued)

Auditee Response and Corrective Action Plan:
The University agrees with this finding. The following procedures will be implemented by April
30, 2015:

1. The Financial Aid Coordinator will reconcile discrepancies between Enrollment and
Financial Aid on a monthly basis to identify all students that should be updated at
NSLDS. The reconciliation will be reviewed and signed off monthly by the Director of
Financial Aid.

a. Students that complete an official withdraw form will be reported to NSLDS at
the end of each month.

b. Students that unofficially withdraw (stop outs or no shows) will be reported to
NSLDS at the conclusion of the late registration period each semester.

2. The Financial Aid Coordinator will ensure that all changes to student enrollment status
are reported to NSLDS within the required time frame.

3. The Financial Aid Coordinator will maintain an updated list of all students reported to
NSLDS.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014-012
University System of Maryland — University of Maryland, Baltimore County (UMBC)

Student Financial Assistance Cluster

CFDA No. 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA No. 84.032  Federal Family Education Loans (FFEL)

CFDA No. 84.033  Federal Work- Study Program (FWS)

CFDA No. 84.037  Perkins Loan Cancellations

CFDA No. 84.038  Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA No. 84.063  Federal Pell Grant Program (Pell)

CFDA No. 84.268  Federal Direct Student Loans (Direct Loan)

U.S. Department of Education (ED)

Compliance and Internal Control Deficiency over Special Tests and Provisions - Student
Enrollment Reporting

Condition:

During our testing of student enrollment reporting, we noted that for 24 out of 40 students
selected, UMBC did not submit the students’ updated status to the National Student Loan Data
System (NSLDS) within 60 days.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

Per OMB A-133:

Under the FFEL and Direct Loan programs, schools must complete and return within 30 days the
Enrollment Reporting roster file [formerly the Student Status Confirmation Report (SSCR)]
placed in their Student Aid Internet Gateway (SAIG) mailboxes sent by ED via National Student
Loan Data System (NSLDS) (OMB No. 1845-0035). The institution determines how often it
receives the Enrollment Reporting roster file with the default set at every two months, but the
minimum is twice a year.
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STATE OF MARYLAND

Schedule of Current Year Findings and Questioned Costs
Year Ended June 30, 2014

Finding 2014-012 (continued)

Criteria: (continued)

Once received, the institution must update for changes in student status, report the date the
enrollment status was effective, enter the new anticipated completion date, and submit the
changes electronically through the batch method or the NSLDS web site. Institutions are
responsible for timely reporting, whether they report directly or via a third-party servicer. Unless
the school expects to complete its next roster within 60 days, the school must notify the lender or
the guaranty agency within 30 days, if it discovers that a student who received a loan either did
not enroll or ceased to be enrolled on at least a half-time basis (FFEL, 34 CFR section 682.610;
Direct Loan, 34 CFR section 685.309).

Per 34 CFR § 682.610(c):

A school shall — (1) Upon receipt of a student status confirmation report form from the
Secretary or a similar student status confirmation report form from any guaranty agency,
complete and return that report within 30 days of receipt to the Secretary or the guaranty agency,
as appropriate; and (2) Unless it expects to submit its next student status confirmation report to
the Secretary or the guaranty agency within the next 60 days, notify the guaranty agency or
lender within 30 days — (i) If it discovers that a Stafford, Supplemental Loan for Students
(SLS), or Parent Loan for Undergraduate Students (PLUS) loan has been made to or on behalf of
a student who enrolled at that school, but who has ceased to be enrolled on at least a half-time
basis; (ii) If it discovers that a Stafford, SLS, or PLUS loan has been made to or on behalf of a
student who has been accepted for enroliment at that school, but who failed to enroll on at least a
half-time basis for the period for which the loan was intended; (iii) If it discovers that a Stafford,
SLS, or PLUS loan has been made to or on behalf of a full-time student who has ceased to be
enrolled on a full-time basis; or (iv) If it discovers that a student who is enrolled and who has
received a Stafford or SLS loan has changed his or her permanent address.

Cause:
UMBC did not have proper controls in place to review and update enrollment status changes for
students receiving student financial aid.

Effect:
The change in students’ enrollment is not properly reported in the NSLDS database, thus,
repayment date, grace period, and deferment were not properly determined.

Questioned Costs:
None.

Recommendation:

We recommend that UMBC establish procedures to ensure that enrollment status changes are
updated and accurately reported in a timely manner in the NSLDS database.
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Finding 2014-012 (continued)

Auditee Response and Corrective Action Plan:

UMBC has established and implemented procedures to ensure that enroliment status changes are
updated and accurately reported in a timely manner in the NSLDS database. Specifically,
previously we had utilized a report generated from a data warehouse reporting application that
had program limitations resulting in untimely reporting of some student enrollment records.
However, in Fall 2014 UMBC began utilizing a more accurate PeopleSoft (PS) report to update
required enrollment information via our third party service. The new report output has been
reviewed by management for data quality and verified as accurate.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014-013
Baltimore City Community College (BCCC)

Student Financial Assistance Cluster

CFDA No. 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA No. 84.032  Federal Family Education Loans (FFEL)

CFDA No. 84.033  Federal Work- Study Program (FWS)

CFDA No. 84.037  Perkins Loan Cancellations

CFDA No. 84.038  Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA No. 84.063  Federal Pell Grant Program (Pell)

CFDA No. 84.268  Federal Direct Student Loans (Direct Loan)

U.S. Department of Education (ED)

Compliance and Internal Control Deficiency over Special Tests and Provisions - Student
Enrollment Reporting

Condition:

During our testing of student enrollment reporting, we reviewed the enrollment status of forty
students. We noted that for six of the students selected, BCCC did not submit the students’
updated status to the National Student Loan Data System (NSLDS) within 60 days; for sixteen of
the students selected, the enrollment status per the institution’s PeopleSoft system did not match
the enrollment status per NSLDS; and for three of the students selected, support that the
enrollment status was submitted to NSLDS was unable to be obtained.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.
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Finding 2014-013 (continued)

Criteria: (continued)

Per OMB A-133:

Under the FFEL and Direct Loan programs, schools must complete and return within 30 days the
Enrollment Reporting roster file [formerly the Student Status Confirmation Report (SSCR)]
placed in their Student Aid Internet Gateway (SAIG) mailboxes sent by ED via National Student
Loan Data System (NSLDS) (OMB No. 1845-0035). The institution determines how often it
receives the Enrollment Reporting roster file with the default set at every two months, but the
minimum is twice a year.

Once received, the institution must update for changes in student status, report the date the
enrollment status was effective, enter the new anticipated completion date, and submit the
changes electronically through the batch method or the NSLDS web site. Institutions are
responsible for timely reporting, whether they report directly or via a third-party servicer. Unless
the school expects to complete its next roster within 60 days, the school must notify the lender or
the guaranty agency within 30 days, if it discovers that a student who received a loan either did
not enroll or ceased to be enrolled on at least a half-time basis (FFEL, 34 CFR section 682.610;
Direct Loan, 34 CFR section 685.309).

Per 34 CFR § 682.610(c):

A school shall — (1) Upon receipt of a student status confirmation report form from the
Secretary or a similar student status confirmation report form from any guaranty agency,
complete and return that report within 30 days of receipt to the Secretary or the guaranty agency,
as appropriate; and (2) Unless it expects to submit its next student status confirmation report to
the Secretary or the guaranty agency within the next 60 days, notify the guaranty agency or
lender within 30 days — (i) If it discovers that a Stafford, Supplemental Loan for Students
(SLS), or Parent Loan for Undergraduate Students (PLUS) loan has been made to or on behalf of
a student who enrolled at that school, but who has ceased to be enrolled on at least a half-time
basis; (ii) If it discovers that a Stafford, SLS, or PLUS loan has been made to or on behalf of a
student who has been accepted for enrollment at that school, but who failed to enroll on at least a
half-time basis for the period for which the loan was intended; (iii) If it discovers that a Stafford,
SLS, or PLUS loan has been made to or on behalf of a full-time student who has ceased to be
enrolled on a full-time basis; or (iv) If it discovers that a student who is enrolled and who has
received a Stafford or SLS loan has changed his or her permanent address.

Cause:
BCCC did not have proper controls in place to review and update enrollment status changes for
students receiving student financial aid.

Effect:

The change in students’ enrollment is not properly reported in the NSLDS database, thus,
repayment date, grace period, and deferment is not properly determined.
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STATE OF MARYLAND

Schedule of Current Year Findings and Questioned Costs
Year Ended June 30, 2014

Finding 2014-013 (continued)

Questioned Costs:
None.

Recommendation:
We recommend that BCCC establish procedures to ensure that enrollment status changes are
updated and accurately reported in a timely manner in the NSLDS database.

Auditee Response and Corrective Action Plan:
BCCC has corrected the program reporting enrollment data to the Clearinghouse that will enable
the College to report student enrollment status changes in a timely manner.

BCCC’s Information Technology (IT) staff identified a programming error that caused the 20%
freeze date to be selected as the date for reporting a student’s current enrollment status. The
error was corrected during the programming overhaul that was required by the Department of
Education (ED) in their February 27, 2014, version of the NSLDS Enrollment Reporting File
Layout and guidance. IT programming staff corrected the data element selection to ensure that
the student’s capture data is selected from the correct field. The programming changes were
completed during October, 2014 after the auditor’s review.

Additionally, on the 10" of every month, the College reports student status changes to the
Clearinghouse to ensure that timely information is updated to the NSLDS database. Our records
show that the three students who were not recorded on the NSLDS database were actually
included on the College’s report to the Clearinghouse. The College is currently evaluating its
existing processes to develop a method to ensure or at least identify student information that is
reported to the Clearinghouse, yet does not appear in the NSLDS database. We believe that the
programming change coupled with the monthly reporting will eliminate the risk of reporting in
excess of 60 days after the student’s enrollment status change date. These controls will ensure
that enrollment status changes are updated and accurately reported in a timely manner and
reported to the Clearinghouse.

Finally, the College does not currently process student loans; however, the enrollment status and
effective dates have been corrected in our Student Information Management System’s (SIMS)
program to ensure that the NSLDS can properly determine repayment date, grace period and
deferment.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014-014
Morgan State University (MSU)

Student Financial Assistance Cluster

CFDA No. 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA No. 84.032  Federal Family Education Loans (FFEL)

CFDA No. 84.033  Federal Work- Study Program (FWS)

CFDA No. 84.037  Perkins Loan Cancellations

CFDA No. 84.038  Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA No. 84.063  Federal Pell Grant Program (Pell)

CFDA No. 84.268  Federal Direct Student Loans (Direct Loan)

U.S. Department of Education (ED)

Compliance and Internal Control Deficiency over Special Tests and Provisions - Student
Enrollment Reporting

Condition:

During our testing of student enrollment reporting, we noted that for 24 out of 40 students
selected, MSU did not submit the students’ updated status to the National Student Loan Data
System (NSLDS) within 60 days.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

Per OMB A-133:

Under the FFEL and Direct Loan programs, schools must complete and return within 30 days the
Enrollment Reporting roster file [formerly the Student Status Confirmation Report (SSCR)]
placed in their Student Aid Internet Gateway (SAIG) mailboxes sent by ED via National Student
Loan Data System (NSLDS) (OMB No. 1845-0035). The institution determines how often it
receives the Enrollment Reporting roster file with the default set at every two months, but the
minimum is twice a year.
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STATE OF MARYLAND

Schedule of Current Year Findings and Questioned Costs
Year Ended June 30, 2014

Finding 2014-014 (continued)

Criteria: (continued)

Once received, the institution must update for changes in student status, report the date the
enrollment status was effective, enter the new anticipated completion date, and submit the
changes electronically through the batch method or the NSLDS web site. Institutions are
responsible for timely reporting, whether they report directly or via a third-party servicer. Unless
the school expects to complete its next roster within 60 days, the school must notify the lender or
the guaranty agency within 30 days, if it discovers that a student who received a loan either did
not enroll or ceased to be enrolled on at least a half-time basis (FFEL, 34 CFR section 682.610;
Direct Loan, 34 CFR section 685.309).

Per 34 CFR § 682.610(c):

A school shall — (1) Upon receipt of a student status confirmation report form from the
Secretary or a similar student status confirmation report form from any guaranty agency,
complete and return that report within 30 days of receipt to the Secretary or the guaranty agency,
as appropriate; and (2) Unless it expects to submit its next student status confirmation report to
the Secretary or the guaranty agency within the next 60 days, notify the guaranty agency or
lender within 30 days — (i) If it discovers that a Stafford, Supplemental Loan for Students
(SLS), or Parent Loan for Undergraduate Students (PLUS) loan has been made to or on behalf of
a student who enrolled at that school, but who has ceased to be enrolled on at least a half-time
basis; (ii) If it discovers that a Stafford, SLS, or PLUS loan has been made to or on behalf of a
student who has been accepted for enroliment at that school, but who failed to enroll on at least a
half-time basis for the period for which the loan was intended; (iii) If it discovers that a Stafford,
SLS, or PLUS loan has been made to or on behalf of a full-time student who has ceased to be
enrolled on a full-time basis; or (iv) If it discovers that a student who is enrolled and who has
received a Stafford or SLS loan has changed his or her permanent address.

Cause:
MSU did not have proper controls in place to review and update enrollment status changes for
students receiving student financial aid.

Effect:
The change in students’ enrollment is not properly reported in the NSLDS database, thus,
repayment date, grace period, and deferment were not properly determined.

Questioned Costs:
None.

Recommendation:

We recommend that MSU establish procedures to ensure that enrollment status changes are
updated and accurately reported in a timely manner in the NSLDS database.
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Finding 2014-014 (continued)

Auditee Response and Corrective Action Plan:

The University has consistently reported student enroliment status information to NSLDS via the
National Student Clearinghouse (NSC) on a monthly basis. However, NSC did not report the
data to NSLDS for the summer months in 2014. The Federal reporting guidelines now require
NSC to remit enrollment information to NSLDS for the summer months as well. Accordingly,
the isolated period of a break in service has been eliminated and this finding will not recur.
However, as of January 2015, the University has implemented an additional review to help
ensure that NSC relays enrollment datato NSLDS in atimely fashion.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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Finding 2014-015
Morgan State University (MSU)

Research and Development Cluster
CFDA No. 93.307  Minority Health and Health Disparities Research (HHS107)

U.S. Department of Health and Human Services (HHS)

Compliance and Internal Control Deficiency over Activities Allowed or Unallowed and
Allowable Costs/Cost Principles

Condition:

During our testing of Activities Allowed or Unallowed and Allowable Costs/Cost Principles at
Morgan State University (MSU), we reviewed the indirect cost allocation for the HHS107 grant.
We noted that direct costs for consortium/contractual were improperly included in the indirect
cost pool above the $25,000 maximum allowed by the grant agreement.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

The Notice of Award from HHS for Grant #2R24MD002803-06 REVISED issued August 20,
2013, includes Federal Direct Costs and Federal Facilities and Administrative (F&A) Costs. The
grant operates under a modified indirect cost rate of 48.5% of the F&A Costs base, which
included salaries and wages, fringe benefits, personnel costs, and supplies. The F&A Costs base
do not include consortium/contractual costs over $25,000.

Cause:

MSU did not have functioning controls in place to ensure that consortium/contractual direct costs
over $25,000 were not included in the direct cost pool from which indirect costs are calculated
and charged to the grant.

Effect:
MSU overstated expenditures to the grant and overcharged the awarding agency.
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Finding 2014-015 (continued)

Questioned Costs:
$156,507

Recommendation:
We recommend that MSU establish procedures to ensure that indirect cost allocation is
calculated and charged correctly.

Auditee Response and Corrective Action Plan:

The University agrees that the internal control surrounding indirect cost (IDC) calculation needs
to be enhanced. Currently, the financial accounting system does not provide the necessary
automated control to help ensure that IDC is applied for the first $25,000 of the sub-award
expenditures only. The manual process is prone to error and is conducted in a shadow system.
The University will work with the vendor to explore the possibility of modifying the system's
capabilities to automate that calculation. In addition, as a result of the audit, the University has
implemented a rigorous manual process to independently verify the accuracy of all IDC
calculations.

The majority of the questioned costs was removed in the shadow system and was not charged to
the sponsor; however, the financial accounting system was not adjusted accordingly.
Specifically, only $53,402 was overcharged to the sponsor for the given fiscal year, but has now
been reversed in the current year to yield no overcharge overall (this is an active multi-year
award). An adjusting journal entry has been executed to bring the invoice and draw down data to
match the financial accounting system. Therefore, all expenditures are now allowable and in
compliance with governing regulations.

Auditor Conclusion:
Based on the above, the finding remains as stated.
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STATE OF MARYLAND

Schedule of Prior Year Findings and Questioned Costs
Year Ended June 30, 2014

Finding 2013 - 001
Maryland Health Benefit Exchange (MHBE)

CFDA No. 93.525 - State Planning and Establishment Grants for the Affordable Care Act
(ACA)’s Exchanges

U.S. Department of Health and Human Services (HHS)
Compliance and Internal Control Deficiency over Reporting

Condition:

During our testing of Reporting at the Maryland Health Benefit Exchange (MHBE), we noted
that one of the four Quarterly Progress Reports selected for testing could not be located by
MHBE.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) require that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate controls that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

Per the Cooperative Agreement for the State of Maryland to Support Establishment of State-
Operated Health Insurance Exchanges, MHBE is required to submit Quarterly Progress Reports
to the HHS Grants Management Specialist and to the Center for Consumer Information and
Insurance Oversight (CCIIO) Project Officer. Quarterly Progress Reports are due within 30 days
after the end of the quarter.

Cause:

MHBE submits quarterly progress reports to HHS via Centers for Medicare and Medicaid
Services’ (CMS) Online Data Collection System (OLDC) and did not maintain a copy of one of
the reports selected for testing.

Effect:

We were not able to test if MHBE is in compliance with the reporting requirements for the State
Planning and Establishment Grants for the Affordable Care Act (ACA)’s Exchanges. MHBE has
a significant deficiency in internal control over the compliance requirements for reporting.
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Finding 2013 - 001 (continued)

Questioned Costs:
None.

Recommendation:
We recommend that MHBE maintain records of all required reports with supporting
documentation and evidence of review and approval.

Auditee Response and Corrective Action Plan:

With regard to the specific report missing during the FY 2013 audit, MHBE submitted the
progress report to HHS for the quarter ended December 31, 2012, via the CMS Online Data
Collection System (OLDC), however, the report was unable to be retrieved. MHBE will
resubmit the report in question to HHS by April 4, 2014, and will retain a copy for its records.
Additionally, copies of all future progress reports submitted to HHS will be retained.

Auditee Update — October 2014:

The MHBE has re-submitted the missing December 2012 grant report to the Centers for
Medicare and Medicaid Services — Center for Consumer Information and Insurance Oversight
(CMS CCIIO) and has a policy in place to ensure that the reports are submitted timely and are
retained for audit purposes as evidence of review and approval.

Auditor Conclusion:
Based on testing performed during 2014, the finding is resolved.
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Finding 2013 - 002
Department of Health and Mental Hygiene (DHMH)

Medicaid Cluster
CFDA No. 93.775, 93.777, 93.778

U.S. Department of Health and Human Services (HHS)

Compliance and Internal Control Deficiency over Special Tests and Provisions — Automatic
Data Processing (ADP) Risk Analysis and System Security Review

Condition:

DHMH is required to conduct periodic risk analysis of new and existing ADP systems on a
biennial basis. The ADP risk analysis was last completed during fiscal year 2010. During the
audit, we noted that the ADP risk analysis was not completed during fiscal year 2012 nor 2013.
It needed to be completed in fiscal year 2012 in order to fall within the biennial requirement.

Criteria:

OMB Circular A-133 states that “State agencies must establish and maintain a program for
conducting periodic risk analyses to ensure that appropriate, cost effective safeguards are
incorporated into new and existing systems. State agencies must perform risk analysis whenever
significant system changes occur. State agencies shall review the ADP system security
installations involved in the administration of HHS programs on a biennial basis. At a minimum,
the reviews shall include an evaluation of physical and data security operating procedures, and
personnel practices. The State agency shall maintain reports on its biennial ADP system security
reviews, together with pertinent supporting documentation, for HHS on-site reviews (45 CFR
Section 95.621).”

Cause:
DHMH did not have proper monitoring controls in place to ensure adherence with the timing
requirement set forth by the Federal agency.

Effect:
DHMH did not complete the ADP risk analysis on a biennial basis.

Questioned Costs:
None.

Recommendation:
We recommend that DHMH strengthen its existing controls over monitoring the timeliness of the

ADP risk analysis to ensure the Federal timing requirement is met.
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Finding 2013 - 002 (continued)

Auditee Response and Corrective Action Plan:
While the contract to perform the Risk Assessment was awarded in June 2013, it was completed
in September 2013.

To ensure future Risk Assessments are completed timely, the Administration will contract
directly for the performance of the required biennial risk assessments, rather than include the
review as part of the overall DHMH Risk Assessment.

Auditee Update — October 2014:
As previously stated, the Risk Assessment in question was completed in September 2013.

The Administration contracted with a company specializing in IT security assessments for
government systems. The assessment included reviews of the Medicaid Management
Information System (MMIS I1) and the Electronic Data Interchange Translator Processing
System (EDITPS). Areas reviewed included: Security Test and Evaluation; Risk Assessments;
Penetration Testing; Disaster Recovery and Gap Analysis. The security testing was based on the
Recommended Security Controls for Federal Information Systems and Organizations.

To ensure the risk assessment is completed timely, the Administration no longer relies on the
overall assessment performed for the entire Department, and includes specific provisions in its
budget for performance of the biennial assessment.

The Risk Assessment for the next two-year period was completed in September 2014.

Auditor Conclusion:
Based on testing performed during 2014, the finding is resolved.
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Finding 2013 - 003

Maryland State Department of Education (MSDE)

CFDA No. 10.558 — Child and Adult Care Food Program
U.S. Department of Agriculture

Compliance and Internal Control Deficiency over Reporting

Condition:

During our discussion with management on reporting requirements, it was noted that the Federal
Funding Accountability and Transparency Act (FFATA) required under 1512(c)(4) of the American
Recovery and Reinvestment Act (ARRA) had not been met as the client had not submitted the report
for this program.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report provides
a framework for organizations to design, implement, and evaluate controls that will facilitate
compliance with the requirements of Federal laws, regulations, and program compliance
requirements.

2 CFR Part 170 Appendix A l.a.1. entities must report each action that obligates $25,000 or more in
Federal funds that does not include Recovery funds for a subaward to an entity. Further, l.a.2.ii.
states that subaward information must be reported no later than the end of the month following the
month in which the obligation was made.

Cause:
Management understood that the Child and Adult Care Food Program is a needs
based/reimbursement program and was not subject to FFATA reporting.

Effect:
MSDE is not in compliance with FFATA reporting requirements for the Child and Adult Care
Food Program.

Questioned Costs:
None.
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Finding 2013 - 003 (continued)

Recommendation:

This CFDA is subject to FFATA reporting requirements and consequently the auditors
recommend that MSDE develop procedures that would allow for the successful and timely
submission of the FFATA.

Auditee Response and Corrective Action Plan:

MSDE will review its existing controls and procedures regarding FFATA reporting
requirements. These controls and procedures will be updated to ensure that the Agency is in
compliance with FFATA regulations. The updated controls and procedures will be implemented
across the Agency by May 30, 2014.

Auditee Update — January 2015:

MSDE’s FFATA reporting procedures have been updated and were communicated throughout
the Agency on June 10, 2014. Program Managers for this CFDA have received and are
complying with the revised reporting procedures. In this regard, the revised procedures requires
the Program Office to provide data by the 15™ of each month to the Local Financial Reporting
Office (LFRO) for any grant issued in the prior month which meets FFATA reporting criteria.
The LFRO subsequently enters this data by the last day of each month into the FFATA Sub
Award Reporting System thereby meeting FFATA reporting requirements. The Program Office
has provided reports to the LFRO for the months during the period July 2013 through December
2014. It is completing its retroactive review of grants for the period October 2010 through June
2013 and will provide the results of this review to the LFRO by March 31, 2015.

Auditor Conclusion:
Based on follow-up testing performed during 2014, the finding is resolved.
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Finding 2013 - 004

Maryland State Department of Education (MSDE)

CFDA No. 84.048 — Career and Technical Education - Basic State Grants
U.S. Department of Education

Compliance and Internal Control Deficiency over Reporting

Condition:

During our discussion with management on reporting requirements, it was noted that the Federal
Funding Accountability and Transparency Act (FFATA) required under 1512(c)(4) of the
American Recovery and Reinvestment Act (ARRA) had not been met as the report had not been
submitted within the required time frame.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report provides
a framework for organizations to design, implement, and evaluate controls that will facilitate
compliance with the requirements of Federal laws, regulations, and program compliance
requirements.

2 CFR Part 170 Appendix A l.a.1. entities must report each action that obligates $25,000 or more in
Federal funds that does not include Recovery funds for a subaward to an entity. Further, l.a.2.ii.
states that subaward information must be reported no later than the end of the month following the
month in which the obligation was made.

Cause:
The FFATA report was not submitted due to an oversight by management. Upon notification,
management filed the report in October 2013.

Effect:
MSDE is not in compliance with FFATA reporting requirements for the Career and Technical
Education - Basic State Grants and Twenty-First Century Community Learning Centers programs.

Questioned Costs:
None.
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Finding 2013 — 004 (continued)

Recommendation:
The auditors recommend that MSDE develop procedures that would allow for the successful and
timely submission of the FFATA.

Auditee Response and Corrective Action Plan:

MSDE will review its existing controls and procedures regarding FFATA reporting
requirements. These controls and procedures will be updated to ensure that the Agency is in
compliance with FFATA regulations. The updated controls and procedures will be implemented
across the Agency by May 30, 2014.

Auditee Update — January 2015:

MSDE’s FFATA reporting procedures have been updated and were communicated throughout
the Agency on June 10, 2014. Program Managers for these CFDAs have received and are
complying with the revised reporting procedures. In this regard, the revised procedures requires
the Program Office to provide data by the 15" of each month to the Local Financial Reporting
Office (LFRO) for any grant issued in the prior month which meets FFATA reporting criteria.
The LFRO subsequently enters this data by the last day of each month into the FFATA Sub
Award Reporting System thereby meeting FFATA reporting requirements. The 21% Century
Program Office has completed its retroactive review of grants issued since October 1, 2010, and
has provided the results of this review to the LFRO. Similarly, the Career and Technical
Education Program Office has commenced its retroactive review of grants issued since October
1, 2010, and expects to complete this review by March 31, 2015.

Correspondence dated July 7, 2014, from the United States Department of Education (USDE)
stated that based on MSDE’s reported corrective action it considers this Finding resolved and

closed.

Auditor Conclusion:
Based on follow-up testing performed during 2014, the finding is resolved.
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Finding 2013 - 005

Maryland State Department of Education (MSDE)

CFDA No. 84.048 — Career and Technical Education - Basic State Grants
U.S. Department of Education

Compliance and Internal Control Deficiency over Reporting

Condition:

During testing of the Federal Funding Accountability and Transparency Act (FFATA), it was
determined that three non-school subrecipients’ grant awards were not reported on the FFATA.
The award amounts totaled $178,966.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report provides
a framework for organizations to design, implement, and evaluate controls that will facilitate
compliance with the requirements of Federal laws, regulations, and program compliance
requirements.

2 CFR Part 170 Appendix A l.a.1. entities must report each action that obligates $25,000 or more
in Federal funds that does not include Recovery funds for a subaward to an entity. Further,
l.a.2.ii. states that subaward information must be reported no later than the end of the month
following the month in which the obligation was made.

Cause:
Only information related to schools and not for all sub-recipients was reported.

Effect:
MSDE is not in compliance with FFATA reporting requirements for Career and Technical
Education - Basic State Grants.

Questioned Costs:
None.
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Finding 2013 — 005 (continued)

Recommendation:
The auditors recommend that MSDE review their procedures for compiling the FFATA to ensure
that all information necessary is captured.

Auditee Response and Corrective Action Plan:

MSDE will review its existing control and procedures regarding FFATA reporting requirements.
These controls and procedures will be updated to ensure that the Agency is in compliance with
FFATA regulations. The updated control and procedures will be implemented across the
Agency by May 30, 2014.

Auditee Update — January 2015:

MSDE’s FFATA reporting procedures have been updated and were communicated throughout
the Agency on June 10, 2014. Program Managers for this CFDA have received and are
complying with the revised reporting procedures. In this regard, the revised procedures requires
the Program Office to provide data by the 15" of each month to the Local Financial Reporting
Office (LFRO) for any grant issued in the prior month which meets FFATA reporting criteria.
The LFRO subsequently enters this data by the last day of each month into the FFATA Sub
Award Reporting System thereby meeting FFATA reporting requirements. The Program Office
still needs to complete its retroactive review of grants issued since October 1, 2010, and provide
the results of this review to the LFRO by March 31, 2015.

Correspondence dated July 7, 2014, from the United States Department of Education (USDE)
stated that based on MSDE’s reported corrective action it considers this Finding resolved and
closed.

Auditor Conclusion:
Based on follow-up testing performed during 2014, the finding is resolved.
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Finding 2013 - 006

Maryland State Department of Education (MSDE)

CFDA No. 84.395 — State Fiscal Stabilization Fund - Race to the Top - ARRA
U.S. Department of Education (ED)

Compliance and Internal Control Deficiency over Reporting

Condition:

During testing of American Recovery and Reinvestment Act (ARRA) 1512 reports, the auditors
noted that sub-grant award amounts were not properly reported for 2 out of 2 1512 reports
selected for testing.

Criteria:

American Recovery and Reinvestment Act Section 1512 (c)(4) states that each recipient shall
submit to the Federal agency, detailed information on any subcontracts or subgrants award by the
recipient to include the data elements required to comply with the Federal Funding
Accountability and Transparency Act of 2006 (Public Law 109-282).

Cause:
MSDE did not enter the correct amounts awarded to subgrantees in the 1512 reports.

Effect:
MSDE is not in compliance with the reporting requirements under OMB A-133 for the Race to
the Top program.

Questioned Costs:
None.

Recommendation:

MSDE should implement a review procedure to ensure that the information captured in the 1512
reports is accurate.
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Finding 2013 — 006 (continued)

Auditee Response and Corrective Action Plan:

PART L of the OMB A-133 Compliance Supplement refers to all reporting requirements
associated with Race to the Top. The ARRA 1512 reports are one reporting requirement. This
specific finding involves three prior fiscal year grants. The total award amount for each grant
was subsequently decreased and the revised award amount was not correctly reported on
subsequent ARRA 1512 reports. For all three grants, the expenditure amounts were reported
correctly. The corrections have been made internally and will be made with federalreporting.gov
pending further guidance from ED, as the ARRA 1512 reporting requirement has ended.

Auditee Update — January 2015:

This Finding was for three grant awards (out of several hundred) where the amount awarded was
reduced and not recorded in subsequent ARRA 1512 reports. Expenditures reported for these
grants were accurate in all ARRA 1512 reports. On March 19, 2014, MSDE input revised data
for the three grants into the FederalReporting.gov database resulting in the related ARRA 1512
reports being corrected. Furthermore, correspondence dated August 25, 2014, from USDE, while
not indicating that the ARRA 1512 reports had been corrected, stated that MSDE’s corrective
action response was accepted and considered the Finding resolved. All reports were corrected as
of the end of the ARRA 1512 reporting requirement.

Auditor Conclusion:
Based on testing performed during 2014, the finding is resolved.
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Finding 2013 - 007
Maryland Department of Transportation (MDOT)

Federal Transit Cluster

CFDA 20.500  Federal Transit — Capital Investment Grants

CFDA 20.507  Federal Transit — Formula Grants (Urbanized Area Formula Program)
CFDA 20.525  State of Good Repair Grants

Federal Transit Administration (FTA)

Compliance and Internal Control Deficiency over Activities Allowed or Unallowed and
Allowable Costs/Cost Principles

Condition:

During our testing of Activities Allowed or Unallowed and Allowable Costs/Cost Principles at
the Maryland Transit Administration (MTA), we reviewed the transaction details of 40
expenditures and noted one exception. We noted that an expenditure that was subsequently
refunded to MTA had been charged to FTA for reimbursement.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) require that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate controls that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

OMB Circular A-87 (2 CFR part 225) requires that costs must be net of all applicable credits to
be allowable under Federal awards.

Per OMB A-87:

Applicable credits refer to those receipts or reduction of expenditure-type transactions that offset
or reduce expense items allocable to Federal awards as direct or indirect costs. Examples of such
transaction are: purchase discounts, rebates or allowances, recoveries or indemnities on losses,
insurance refunds or rebates, and adjustments of overpayments or erroneous charges.
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Finding 2013 - 007 (continued)

Criteria (continued)

To the extent that such credits accruing to or received by the governmental unit relate to
allowable costs, they shall be credited to the Federal award either as a cost reduction or cash
refund, as appropriate.

Cause:

The reclassification process did not uncover the fact that the transaction had been reversed.
Looking at the original journal entry in the accounting system will not inform the user that the
entry has been reversed.

Effect:
MTA is not in compliance with the Allowable Cost requirements for the Federal Transit Cluster.

Questioned Costs:
$140,428

Recommendation:

We recommend that MTA incorporate identifying reversed journal entries into their
reclassification process. We also recommend that MTA credit the refunded expenditure of
$140,428, to the Federal award either as a cost reduction or cash refund, as appropriate.

Auditee Response and Corrective Action Plan:

Washington Metropolitan Area Transit Authority (WMATA) issued a check to Maryland Transit
Administration (MTA) on November 2, 2010, pursuant to the Memorandum of Agreement
regarding the Takoma-Langley Transit Center along the borders of Prince George’s and
Montgomery Counties.

The Accounting Department recorded the refund of expenditures, but was later reversed since the
refund was already recorded. However, on April 23, 2013, Capital Programming made a journal
entry to transfer the expenditures to another grant.

Upon discovery of this error, MTA immediately credited the refunded expenditure and replaced
it with eligible expenses for the project that were previously paid out of state funds. Additionally,
MTA revised the journal entry process and created an additional step that checks WebFocus
reports for prior refunds or journal entries to the grant. MTA also instituted an additional level of
management oversight and review to the journal entry process to identify reversed journal
entries.
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Finding 2013 - 007 (continued)

Auditee Update — October 2014:

We concur. We accepted the recommendations as stated in the findings. As noted in the
corrective action plan, processes continue to be in place to correctly identify changes in the
accounting records such as reclassification entries, adjustments and reversals prior to requesting
funds allowable under the Federal Transit Cluster. This review, in addition to, reviewing such
transactions through Web Focus Reports and an additional level of review at the supervisory
level should prevent future occurrences. We have also trained and taken on an additional grant
analyst to add another level of preparation and review.

Auditor Conclusion:
Based on testing performed during 2014, the finding is resolved.
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Finding 2013 - 008
State of Maryland — Department of Aging

Aging Cluster

CFDA 93.044  Special Programs for the Aging — Title Ill, Part B — Grants for
Supportive Services and Senior Centers

CFDA 93.045  Special Programs for the Aging — Title 111, Part C — Nutrition Services

CFDA 93.053  Nutrition Services Incentive Program

U.S. Department of Health and Human Services (HHS)

Compliance and Internal Control Deficiency Over Reporting — Subaward Reporting Under
the Transparency Act

Condition:

During our testing of Subaward Reporting under the Transparency Act at the Maryland
Department of Aging (MDOA), we noted that MDOA does not report subaward data in the
Federal Funding Accountability and Transparency Act Subaward Reporting System (FSRS) for
subawards subject to the Transparency Act.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215.27) requires that non-
Federal entities receiving Federal awards establish and maintain internal control designed to
reasonably ensure compliance with Federal laws, regulations, and program compliance
requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

The Federal Funding Accountability and Transparency Act (Pub. L. No. 109-282) (Transparency
Act), as amended by Section 6202(a) of the Government Funding Transparency Act of 2008
(Pub. L. No. 111-252), implementing requirements in 2 CFR part 170, and the Federal
Acquisition Regulation (FAR), require recipient reporting of each first-tier subaward or
subaward amendment that results in an obligation of $25,000 or more in Federal funds by the
end of the month following the month in which the reportable action occurred.
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Finding 2013 - 008 (continued)

Criteria: (continued)

For grants and cooperative agreements, the effective date is October 1, 2010, for all discretionary
and mandatory awards equal to or exceeding $25,000 made with a new Federal Assistance
Identification Number (FAIN) on or after that date. The FAIN is the unique award number
assigned to a particular grant or cooperative agreement by the Federal awarding agency (as
opposed to the CFDA number, which pertains to a program generally). As it appears on the
prime award document (e.g., pre-printed form, letter, or electronically generated format), this
number also may be termed “award number”, “grant number”, or be indicated by some other
terminology, but its purpose is to identify that particular award. The FAIN may include both
letters and numbers. The Federal Government does not specify any requirements for numbering
of subawards.

Grant and cooperative agreement recipients and contractors are required to register in the Federal
Funding Accountability and Transparency Act Subaward Reporting System (FSRS) and report
subaward data through FSRS.

Cause:
MDOA is not registered in the Federal Funding Accountability and Transparency Act Subaward
Reporting System (FSRS) and does not report subaward data through FSRS.

Effect:
MDOA is not in compliance with the Subaward Reporting under the Transparency Act
requirement for the Aging Cluster.

Questioned Costs:
None.

Recommendation:

We recommend that MDOA register in the Federal Funding Accountability and Transparency
Act Subaward Reporting System (FSRS) and implement procedures to report subawards subject
to the Transparency Act through FSRS.
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Finding 2013 - 008 (continued)

Auditee Response and Corrective Action Plan:

As recommended, MDOA has registered with the Federal Funding Accountability and
Transparency Act Subaward Reporting System (FSRS) and has been granted access to the online
reporting system. For the initial reporting, MDOA will create a listing of all federal awards
received and identify those grants that require subaward reporting under the Transparency Act.
Once the grants awards have been identified, MDOA will review the subaward allocations to
ensure that the subaward meets the minimum required reporting threshold of $25,000. Those
subawards that do not and will not meet this minimum threshold need not be reported. Once the
subawards have been verified to have met the minimum threshold, MDOA will log into the
FSRS reporting tool and create the “Awardee Worklist” to capture all identified grant awards
that require reporting. Once the initial reporting has been completed, and in accordance with
FFATA regulations and guidelines, MDOA will update this listing as needed and report
subawards through the FSRS system no later than the last day of the month following the
obligation of funding to the subawardees.

Auditee Update — October 2014:

As previously indicated, MDOA has complied with the recommendations made and has taken
the necessary steps to remedy this finding and become compliant. MDOA has strengthened its
procedures and the initial reporting has been completed, in accordance with FFATA regulations
and guidelines. MDOA procedures update this listing as needed and report sub awards through
the FSRS system no later than the last day of the month following the obligation of funding to
the subawardees.

Auditor Conclusion:
Based on follow-up testing performed during 2014, the finding is resolved.
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Finding 2013 - 009
University System of Maryland — University of Maryland Eastern Shore (UMES)

Student Financial Assistance Cluster

CFDA 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA 84.032  Federal Family Education Loans (FFEL)

CFDA 84.033 Federal Work- Study Program (FWS)

CFDA 84.037  Perkins Loan Cancellations

CFDA 84.038 Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA 84.063  Federal Pell Grant Program (Pell)

CFDA 84.268  Federal Direct Student Loans (Direct Loan)

U.S Department of Education (ED)

Compliance and Internal Control Deficiency over Special Tests and Provisions - Student
Enrollment Reporting

Condition:

Three out of forty students tested were reported in the database incorrectly and two out of forty
were reported late. One of the students’ withdrawal date was incorrectly reported and two of the
students withdrew from the school but were incorrectly reported as full-time. It took UMES
more than 60 days to update two of the students’ status within NSLDS.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

Per OMB A-133:

Under the FFEL and Direct Loan programs, schools must complete and return within 30 days the
Enrollment Reporting roster file [formerly the Student Status Confirmation Report (SSCR)]
placed in their Student Aid Internet Gateway (SAIG) mailboxes sent by ED via National Student
Loan Data System (NSLDS) (OMB No. 1845-0035). The institution determines how often it
receives the Enrollment Reporting roster file with the default set at every two months, but the
minimum is twice a year.
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Finding 2013 - 009 (continued)

Criteria: (continued)

Per OMB A-133: (continued)

Once received, the institution must update for changes in student status, report the date the
enrollment status was effective, enter the new anticipated completion date, and submit the
changes electronically through the batch method or the NSLDS web site. Institutions are
responsible for timely reporting, whether they report directly or via a third-party servicer. Unless
the school expects to complete its next roster within 60 days, the school must notify the lender or
the guaranty agency within 30 days, if it discovers that a student who received a loan either did
not enroll or ceased to be enrolled on at least a half-time basis (FFEL, 34 CFR section 682.610;
Direct Loan, 34 CFR section 685.309).

Per 34 CFR § 682.610(c):

A school shall — (1) Upon receipt of a student status confirmation report form from the
Secretary or a similar student status confirmation report form from any guaranty agency,
complete and return that report within 30 days of receipt to the Secretary or the guaranty agency,
as appropriate; and (2) Unless it expects to submit its next student status confirmation report to
the Secretary or the guaranty agency within the next 60 days, notify the guaranty agency or
lender within 30 days — (i) If it discovers that a Stafford, Supplemental Loans for Students
(SLS), or Parent Loan for Undergraduate Students (PLUS) has been made to or on behalf of a
student who enrolled at that school, but who has ceased to be enrolled on at least a half-time
basis; (ii) If it discovers that a Stafford, SLS, or PLUS loan has been made to or on behalf of a
student who has been accepted for enrollment at that school, but who failed to enroll on at least a
half-time basis for the period for which the loan was intended; (iii) If it discovers that a Stafford,
SLS, or PLUS loan has been made to or on behalf of a full-time student who has ceased to be
enrolled on a full-time basis; or (iv) If it discovers that a student who is enrolled and who has
received a Stafford or SLS loan has changed his or her permanent address.

Cause:
UMES did not have proper controls in place to review and update enrollment status changes for
students receiving student financial aid.

Effect:
The change in the student’s enrollment is not properly reported in the NSLDS database, thus,
repayment date, grace period, and deferment is not properly determined.

Questioned Costs:
None.

Recommendation:

We recommend that UMES establish procedures to ensure that enrollment status changes are
updated and accurately reported in a timely manner in the NSLDS database.
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Finding 2013 - 009 (continued)

Auditee Response and Corrective Action Plan:

University of Maryland Eastern Shore accepts the finding related to student enrollment reporting.
Although the number of enrollment reporting transmittals was increased from three to four times
a semester to report status changes within a 30 day time period, we have found that PeopleSoft
has no delivered functionality to deal with terminal status changes such as in the case of student
withdrawals where once the student is withdrawn, a student’s account would be recalculated and
the academic program/plan inactivated. Since the Records Office does not have the capability to
recalculate, there can be a lag time between recalculation and inactivating the program/plan. In
some instances, this resulted in students appearing to be active without a change in their
enrollment status. To this respect, PeopleSoft is supposed to be rolling out a fix to allow tuition
to be recalculated once a withdrawal has been processed. This would allow the program/plan to
be updated immediately and with consistent dates. In the interim, UMES will refine their
business practices by doing the following: In addition to using system reports, a manual
database of student withdrawals will be maintained for review prior to and in between reporting
periods to ensure the program/plan of students who withdraw are inactivated with the same
effective date of the withdrawal (student career term). Once enrollment reports are processed by
National Student Clearinghouse (NSC), records of withdrawn students will be reviewed to
ensure the correct status has been reported. We will also investigate the use of a custom
automated process for all terminal status changes which would process the term withdrawal, run
tuition calculation and update the academic program/plan to ensure all processes are completed
consistently and in a timely fashion.

Auditee Update — October 2014:

As stated in the initial response, PeopleSoft did include a fix in Bundle 32 that was applied to our
system in production on February 27, 2014. The fix automatically performs tuition calculation
once an administrative user in the Records Office posts a term withdrawal. Immediately
following the post, a student’s program/plan is inactivated with the same effective date of the
term withdrawal. In addition, UMES implemented the use of a manual (Excel) database to
record term withdrawals and to review the reporting status of withdrawn students before
submission to NCS and after the report is processed at NCS. Having the tuition calculation
functionality for the Records Office when posting term withdrawals has reduced the lag time
between posting term withdrawals, tuition calculation and inactivating program/plans. It has also
reduced the need for any customization at this time. We will continue to monitor the process and
status of withdrawn students to determine if modifications are need in the future.

Auditor’s Conclusion:

Based on follow-up testing performed during 2014, the finding is a repeat finding, as the
corrective action plan was not in place for all of fiscal year 2014. It started in the Spring 2014
semester. We selected a sample of files from that period and noted the corrective action plan was
put in place.
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Finding 2013 - 010
University System of Maryland — Towson University (TU)

Student Financial Assistance Cluster

CFDA 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA 84.032  Federal Family Education Loans (FFEL)

CFDA 84.033 Federal Work- Study Program (FWS)

CFDA 84.037  Perkins Loan Cancellations

CFDA 84.038 Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA 84.063  Federal Pell Grant Program (Pell)

CFDA 84.268  Federal Direct Student Loans (Direct Loan)

U.S Department of Education (ED)

Compliance and Internal Control Deficiency over Special Tests and Provisions - Student
Enrollment Reporting

Condition:

During our testing of student enrollment reporting, we reviewed the enrollment status of forty
students. We noted thirty-nine out of forty students selected were incorrectly classified and
reported in the NSLDS database; and we noted one out of forty of the students’ records cannot
be found in the Clearinghouse database. Eighteen of the students withdrew from TU but were
incorrectly reported as attending full-time. Twenty-one of the students’ withdrawal dates were
incorrectly reported to the Clearinghouse. We also noted thirty-seven out of forty students’ status
was reported to the Clearinghouse after the sixty-day requirement. This did not meet the
enrollment reporting compliance requirement.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.
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Finding 2013 - 010 (continued)

Criteria: (continued)

Per OMB A-133:

Under the FFEL and Direct Loan programs, schools must complete and return within 30 days the
Enrollment Reporting roster file [formerly the Student Status Confirmation Report (SSCR)]
placed in their Student Aid Internet Gateway (SAIG) mailboxes sent by ED via National Student
Loan Data System (NSLDS) (OMB No. 1845-0035). The institution determines how often it
receives the Enrollment Reporting roster file with the default set at every two months, but the
minimum is twice a year. Once received, the institution must update for changes in student
status, report the date the enrollment status was effective, enter the new anticipated completion
date, and submit the changes electronically through the batch method or the NSLDS web site.
Institutions are responsible for timely reporting, whether they report directly or via a third-party
servicer. Unless the school expects to complete its next roster within 60 days, the school must
notify the lender or the guaranty agency within 30 days, if it discovers that a student who
received a loan either did not enroll or ceased to be enrolled on at least a half-time basis (FFEL,
34 CFR section 682.610; Direct Loan, 34 CFR section 685.309).

Per 34 CFR § 682.610(c):

A school shall — (1) Upon receipt of a student status confirmation report form from the
Secretary or a similar student status confirmation report form from any guaranty agency,
complete and return that report within 30 days of receipt to the Secretary or the guaranty agency,
as appropriate; and (2) Unless it expects to submit its next student status confirmation report to
the Secretary or the guaranty agency within the next 60 days, notify the guaranty agency or
lender within 30 days — (i) If it discovers that a Stafford, Supplemental Loans for Students
(SLS), or PLUS loan has been made to or on behalf of a student who enrolled at that school, but
who has ceased to be enrolled on at least a half-time basis; (ii) If it discovers that a Stafford,
SLS, or PLUS loan has been made to or on behalf of a student who has been accepted for
enrollment at that school, but who failed to enroll on at least a half-time basis for the period for
which the loan was intended; (iii) If it discovers that a Stafford, SLS, or PLUS loan has been
made to or on behalf of a full-time student who has ceased to be enrolled on a full-time basis; or
(iv) If it discovers that a student who is enrolled and who has received a Stafford or SLS loan has
changed his or her permanent address.

Cause:
TU incorrectly treated withdraw (“W?) as attending class, therefore, did not report student status
changes related to withdraws.

Effect:

The change in the student’s enrollment is not properly reported in the NSLDS database, thus,
repayment date, grace period, and deferment is not properly determined.
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Finding 2013 - 010 (continued)

Questioned Costs:
None.

Recommendation:
We recommend that TU establish procedures to ensure that enrollment status changes are
updated and accurately reported in a timely manner in the NSLDS database.

Auditee Response and Corrective Action Plan:

Towson University accepts the finding related to student enrollment reporting. TU reports
enrollment to the National Student Clearinghouse (NSC) within the dates required; each report is
sent within 30 to 60 days from the start of the term or from any preceding report. Through the
Fall 2013 term, our reports have been based on Towson’s definition of enrollment which
includes units for progress; therefore grades of W (Withdraw) have counted toward the student’s
academic load. It has come to our attention that for federal financial aid purposes, we are
required to exclude courses with grades of W in our reports to NSC which in turn provides our
data to the National Student Loan Data System.

Beginning Spring 2014, TU will exclude W grades from all reports to the National Student
Clearinghouse by modifying a delivered report in our PeopleSoft Student Information System.
This will ensure that students with federal financial aid will be reported to NSLDS in the manner
required.

Auditee Update — October 2014:

Beginning with the Spring 2014 term, when reporting enroliment to NSC, TU has excluded W
grades from all calculations of current enrollment level. Based on this change, students who
have withdrawn from all their classes will now be reported to NSC as withdrawn, and NSC will
forward this withdraw data to NSLDS to meet the Department of Education’s enrollment
reporting requirements.

Auditor’s Conclusion:

Based on follow-up testing performed during 2014, the finding is a repeat finding, as the
corrective action plan was not in place for all of fiscal year 2014. It started in the Spring 2014
semester. We selected a sample of files from that period and noted the corrective action plan was
put in place.
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Finding 2013 - 011
University System of Maryland — Towson University (TU)

Student Financial Assistance Cluster

CFDA 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA 84.032  Federal Family Education Loans (FFEL)

CFDA 84.033 Federal Work- Study Program (FWS)

CFDA 84.037  Perkins Loan Cancellations

CFDA 84.038 Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA 84.063  Federal Pell Grant Program (Pell)

CFDA 84.268  Federal Direct Student Loans (Direct Loan)

U.S Department of Education (ED)

Compliance and Internal Control Deficiency over Special Tests and Provisions - Return of
Title IV Funds

Condition:

During our testing of Return of Title IV funds, we reviewed the refund calculations for forty
students. For twenty-two of the students selected from the 2013 spring semester, the Return of
Title IV calculation performed by TU Financial Aid Office was inaccurate resulting in less
refund to the Department of Education.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.
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Finding 2013 - 011 (continued)

Criteria: (continued)

Per 34 CFR Section 668.22:

In part, that an institution is required to have a fair and equitable refund policy. Per 34 CFR
Section 668.22, when a recipient of Title IV grant or loan assistance withdraws from an
institution during a payment period or period of enrollment in which the recipient began
attendance, the institution must determine the amount of Title IV grant or loan assistance that the
student has unofficially withdrawn. The unearned portion of Title IV funds must be returned to
the Department of Education within 45 calendar days of the date the student officially
withdraws. Any unearned funds must be returned to the Title IV program and no additional
disbursements may be made to the student for the payment period. If the student ceases
attendance without providing official notification to the institution of his or her withdrawal in
accordance with paragraph (c) (1) (i) or (c) (1) (ii) of this section, the mid-point of the payment
period (or period of enrollment), is applicable.

Cause:

TU did not subtract the spring break out of the calculation for the semester days, which is
required per Federal Guidelines, since the student did not attend school more than 5 consecutive
days.

Effect:
This resulted in the incorrect amount being returned to the Department of Education.

Questioned Costs:
The questioned cost associated with the twenty-two exceptions was $6,676.

Recommendation:

We recommend that TU update the formula of the Return of Title IV calculation in PeopleSoft.
TU should also ensure that refunds are made for changes that result from the updating of the
formula.

Auditee Response and Corrective Action Plan:

The Financial Aid Office has revised the procedures that we will follow when performing Title
IV Return of Funds calculations on federal aid recipients. We now manually reduce the number
of ‘Total Days’ and the number of ‘Completed Days’ to exclude breaks of more than 5
consecutive days. For fall terms, we only have to reduce the ‘Total Days’ because the fall break
occurs after students have already completed 60% of the term, and we only have to perform
these calculations on students who completely withdraw before the 60% point. For our spring
terms, we will always reduce the ‘Total Days’ and will also reduce the ‘Completed Days’ when
students completely withdraw after spring break has begun.

133



STATE OF MARYLAND

Schedule of Prior Year Findings and Questioned Costs
Year Ended June 30, 2014

Finding 2013 - 011 (continued)

Auditee Update — October 2014:

Starting with Fall 2013 term, when calculating Return of Title IV (R2T4) adjustments, the
Financial Aid Office now corrects PeopleSoft responses for the days in the term and the days
completed to adjust for breaks in the term.

In addition, we reviewed and correct the Spring 2013 R2T4 calculations errors identified by the
auditors, reduced student aid by the revised additional amounts, and returned additional unearned
federal aid funds to the U.S. Department of Education.

The following was returned to the Department of Education:

Additional Pell Grant funds $ 76
Additional Federal Loan Funds $5,140
Total Additional Funds Returned $5,216

Auditor Conclusion:
Based on follow-up testing performed during 2014, the finding is resolved.

134



STATE OF MARYLAND

Schedule of Prior Year Findings and Questioned Costs
Year Ended June 30, 2014

Finding 2013 - 012
Morgan State University (MSU)

Student Financial Assistance Cluster

CFDA 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA 84.032  Federal Family Education Loans (FFEL)

CFDA 84.033 Federal Work- Study Program (FWS)

CFDA 84.037  Perkins Loan Cancellations

CFDA 84.038 Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA 84.063  Federal Pell Grant Program (Pell)

CFDA 84.268  Federal Direct Student Loans (Direct Loan)

U.S Department of Education (ED)

Compliance and Internal Control Deficiency Over Special Tests and Provisions - Student
Enrollment Reporting

Condition:

Fifteen out of forty students tested were not reported in the database and nine out of forty were
reported late. Fifteen of the students could not be found in NSLDS. It took MSU more than 60
days to update nine of the students’ status within NSLDS.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

Per OMB A-133:

Under the FFEL and Direct Loan programs, schools must complete and return within 30 days the
Enrollment Reporting roster file [formerly the Student Status Confirmation Report (SSCR)]
placed in their Student Aid Internet Gateway (SAIG) mailboxes sent by ED via National Student
Loan Data System (NSLDS) (OMB No. 1845-0035). The institution determines how often it
receives the Enrollment Reporting roster file with the default set at every two months, but the
minimum is twice a year.
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Finding 2013 - 012 (continued)

Criteria: (continued)

Per OMB A-133: (continued)

Once received, the institution must update for changes in student status, report the date the
enrollment status was effective, enter the new anticipated completion date, and submit the
changes electronically through the batch method or the NSLDS web site. Institutions are
responsible for timely reporting, whether they report directly or via a third-party servicer. Unless
the school expects to complete its next roster within 60 days, the school must notify the lender or
the guaranty agency within 30 days, if it discovers that a student who received a loan either did
not enroll or ceased to be enrolled on at least a half-time basis (FFEL, 34 CFR section 682.610;
Direct Loan, 34 CFR section 685.309).

Per 34 CFR 8 682.610(c):

A school shall — (1) Upon receipt of a student status confirmation report form from the
Secretary or a similar student status confirmation report form from any guaranty agency,
complete and return that report within 30 days of receipt to the Secretary or the guaranty agency,
as appropriate; and (2) Unless it expects to submit its next student status confirmation report to
the Secretary or the guaranty agency within the next 60 days, notify the guaranty agency or
lender within 30 days — (i) If it discovers that a Stafford, Supplemental Loans for Students
(SLS), or Parent Loan for Undergraduate Students (PLUS) loan has been made to or on behalf of
a student who enrolled at that school, but who has ceased to be enrolled on at least a half-time
basis; (ii) If it discovers that a Stafford, SLS, or PLUS loan has been made to or on behalf of a
student who has been accepted for enrollment at that school, but who failed to enroll on at least a
half-time basis for the period for which the loan was intended; (iii) If it discovers that a Stafford,
SLS, or PLUS loan has been made to or on behalf of a full-time student who has ceased to be
enrolled on a full-time basis; or (iv) If it discovers that a student who is enrolled and who has
received a Stafford or SLS loan has changed his or her permanent address.

Cause:
MSU did not have proper controls in place to review and update enrollment status changes for
students receiving student financial aid.

Effect:
The change in the student’s enrollment is not properly reported in the NSLDS database, thus,
repayment date, grace period, and deferment is not properly determined.

Questioned Costs:
None.

Recommendation:

We recommend that MSU establish procedures to ensure that enrollment status changes are
updated and accurately reported in a timely manner in the NSLDS database.
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Finding 2013 - 012 (continued)

Auditee Response and Corrective Action Plan:

This recommendation has been implemented. With the arrival of the new Registrar, as of
October 2013, the Office of Records and Registration has established and implemented
procedures to correct the identified reporting deficiencies. Since that time, the University has
been reporting the enrollment status of its students to the National Student Clearinghouse (NSC)
in an accurate and timely manner. After the University submits the report, management receives
notification from NSC that the transmission was successful. Therefore, changes in the students’
enrollment are now properly reported to the National Student Loan Data System database via
NSC.

Auditee Update- October 2014:

As reported last fiscal year, this recommendation has been fully implemented. The Office of
Records and Registration has established and implemented procedures to correct the identified
reporting deficiencies. The University has been reporting the enrollment status of its students to
the National Student Clearinghouse (NSC) in an accurate and timely manner. Therefore, changes
in the students' enrollment are now properly reported to the National Student Loan Data System
database.

Auditor Conclusion:
Based on testing performed during 2014, the finding is a repeat finding. See finding 2014-014.
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Finding 2013 - 013
Saint Mary’s College of Maryland (St. Mary’s)

Student Financial Assistance Cluster

CFDA 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA 84.032  Federal Family Education Loans (FFEL)

CFDA 84.033 Federal Work- Study Program (FWS)

CFDA 84.037  Perkins Loan Cancellations

CFDA 84.038 Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA 84.063  Federal Pell Grant Program (Pell)

CFDA 84.268  Federal Direct Student Loans (Direct Loan)

U.S Department of Education (ED)

Compliance and Internal Control Deficiency over Special Tests and Provisions - Student
Enrollment Reporting

Condition:

Thirty-four out of forty students tested were reported in the database incorrectly. Thirty-three of
the students’ status change date was incorrectly reported and one of the students withdrew from
St. Mary’s but was incorrectly reported as full-time.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) requires that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate controls that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

Per OMB A-133:

Under the FFEL and Direct Loan programs, schools must complete and return within 30 days the
Enrollment Reporting roster file [formerly the Student Status Confirmation Report (SSCR)]
placed in their Student Aid Internet Gateway (SAIG) mailboxes sent by ED via National Student
Loan Data System (NSLDS) (OMB No. 1845-0035). The institution determines how often it
receives the Enrollment Reporting roster file with the default set at every two months, but the
minimum is twice a year.
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Finding 2013 - 013 (continued)

Criteria: (continued)

Per OMB A-133: (continued)

Once received, the institution must update for changes in student status, report the date the
enrollment status was effective, enter the new anticipated completion date, and submit the
changes electronically through the batch method or the NSLDS web site.

Institutions are responsible for timely reporting, whether they report directly or via a third-party
servicer. Unless the school expects to complete its next roster within 60 days, the school must
notify the lender or the guaranty agency within 30 days, if it discovers that a student who
received a loan either did not enroll or ceased to be enrolled on at least a half-time basis (FFEL,
34 CFR section 682.610; Direct Loan, 34 CFR section 685.309).

Per 34 CFR § 682.610(c):

A school shall—(1) Upon receipt of a student status confirmation report form from the Secretary
or a similar student status confirmation report form from any guaranty agency, complete and
return that report within 30 days of receipt to the Secretary or the guaranty agency, as
appropriate; and (2) Unless it expects to submit its next student status confirmation report to the
Secretary or the guaranty agency within the next 60 days, notify the guaranty agency or lender
within 30 days — (i) If it discovers that a Stafford, Supplemental Loans for Students (SLS), or
Parent Loan for Undergraduate Students (PLUS) loan has been made to or on behalf of a student
who enrolled at that school, but who has ceased to be enrolled on at least a half-time basis; (ii) If
it discovers that a Stafford, SLS, or PLUS loan has been made to or on behalf of a student who
has been accepted for enrollment at that school, but who failed to enroll on at least a half-time
basis for the period for which the loan was intended; (iii) If it discovers that a Stafford, SLS, or
PLUS loan has been made to or on behalf of a full-time student who has ceased to be enrolled on
a full-time basis; or (iv) If it discovers that a student who is enrolled and who has received a
Stafford or SLS loan has changed his or her permanent address.

Cause:
St. Mary’s did not have proper controls in place to review and update enrollment status changes
for students receiving student financial aid.

Effect:
The change in the student’s enrollment is not properly reported in the NSLDS database, thus,
repayment date, grace period, and deferment is not properly determined.

Questioned Costs:
None.
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Finding 2013 - 013 (continued)

Recommendation:
We recommend that St. Mary’s establish procedures to ensure that enrollment status changes are
updated and accurately reported in a timely manner in the NSLDS database.

Auditee Response and Corrective Action Plan:

The College agrees with this recommendation and has taken appropriate action to ensure that
accurate data is reported to NSLDS in a timely manner. The College will adjust its procedures to
include a supervisory review of data submitted to NSLDS to ensure that changes made to a
student’s enrollment status and dates are accurate.

Auditee Update- October 2014:

Previously the College used to report the commencement date as the date of departure from the
College. Moving forward, the College will now use the last date of classes as the departure date
from the College. For students who receive federal financial aid, the change will eliminate using
two reporting dates on our system (i.e. the date the student completes their degree work and the
commencement date as the departure date). Therefore, using the last date of classes will match
the Clearing-House reporting system which retrieves the last date of the semester as the
graduation date. The Clearing-House graduation date is also used to determine when a student
goes into repayment of loans. The change will improve reporting at both the College and the
Clearing-House.

Auditor Conclusion:
Based on follow-up testing performed during 2014, the finding is a repeat finding.
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Finding 2013 - 014
Saint Mary’s College of Maryland (St. Mary’s)

Student Financial Assistance Cluster

CFDA 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA 84.032  Federal Family Education Loans (FFEL)

CFDA 84.033 Federal Work- Study Program (FWS)

CFDA 84.037  Perkins Loan Cancellations

CFDA 84.038 Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA 84.063  Federal Pell Grant Program (Pell)

CFDA 84.268  Federal Direct Student Loans (Direct Loan)

U.S Department of Education (ED)

Compliance and Internal Control Deficiency over Special Tests and Provisions - Return of
Title IV Funds

Condition:

During our testing of Return of Title IV funds, we reviewed the refund calculations for eleven
students. One out of the eleven students’ Title IV refunds was reported to the Department of
Education late. St. Mary’s did not report the refund within 45 days, which is required per Federal
Guidelines. It took St. Mary’s 54 days to process the Return of Title IV calculation.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) requires that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

Per 34 CFR Section 668.22:

In part, that an institution is required to have a fair and equitable refund policy. Per 34 CFR
Section 668.22, when a recipient of Title IV grant or loan assistance withdraws from an
institution during a payment period or period of enrollment in which the recipient began
attendance, the institution must determine the amount of Title IV grant or loan assistance that the
student has unofficially withdrawn.
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Finding 2013 - 014 (continued)

Criteria: (continued)

Per 34 CFR Section 668.22: (continued)

The unearned portion of Title IV funds must be returned to the Department of Education within
45 calendar days of the date the student officially withdraws.

Any unearned funds must be returned to the Title IV program and no additional disbursements
may be made to the student for the payment period. If the student ceases attendance without
providing official notification to the institution of his or her withdrawal in accordance with
paragraph (c) (1) (i) or (c) (1) (ii) of this section, the mid-point of the payment period (or period
of enrollment), is applicable.

Cause:
St. Mary’s did not have proper controls in place to review and update the student’s status for
returning the student financial aid to Department of Education.

Effect:
This resulted in the funds being delayed to return to the Department of Education.

Questioned Costs:
None.

Recommendation:

We recommend that St. Mary’s update the formula of the Return of Title IV calculation in
PeopleSoft. St. Mary’s should also ensure that refunds are made for changes that result from the
updating of the formula.

Auditee Response and Corrective Action Plan:

The College agrees with the recommendation to comply with the return of Title IV funds
processes. The financial aid Office has increased its oversight of the Return of Title 1V funds by
instituting a process whereby reports of students who withdraw from classes will be delivered
electronically from the Office of Academic Services to the Financial Aid and Business Offices.
The Registrar’s Office sends out emails to faculty asking then to list students who are not
attending classes at the end of the drop/add each semester.

Auditee update - October 2014

The College continues to perform monthly review and approval processes at the supervisory
level to ensure that all “Return of Title IV funds” calculation and refunds are completed within
the regulatory time limit. Documentation of the returns is maintained in the Office of Financial
Aid.
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Finding 2013 - 014 (continued)

Auditor Conclusion:
Based on follow-up testing performed during 2014, the finding is resolved.
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Finding 2013 - 015
Saint Mary’s College of Maryland (St. Mary’s)

Student Financial Assistance Cluster

CFDA 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA 84.032  Federal Family Education Loans (FFEL)

CFDA 84.033 Federal Work- Study Program (FWS)

CFDA 84.037  Perkins Loan Cancellations

CFDA 84.038 Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA 84.063  Federal Pell Grant Program (Pell)

CFDA 84.268  Federal Direct Student Loans (Direct Loan)

U.S Department of Education (ED)
Compliance and Internal Control Deficiency over Reporting

Condition:

During our testing of Disbursement to or on Behalf of Students, we reviewed the disbursement
date and amount of Pell funds between the school system and Common Origination and
Disbursement (COD) system for forty students. All forty students’ disbursement date was
incorrectly reported to COD system.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) requires that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

Per OMB A-133:

All schools receiving Pell grants submit Pell payment data to the Department through the
Common Origination and Disbursement (COD) System. Schools submit Pell origination records
and disbursement records to the COD. Origination records can be sent well in advance of any
disbursements, as early as the school chooses to submit them for any student the school
reasonably believes will be eligible for a payment.
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Finding 2013 - 015 (continued)

Criteria: (continued)

Per OMB A-133: (continued)

A school follows up with a disbursement record for that student no more than 30 days before a
disbursement is to be paid (7 days in the case of a school using the just-in-time method). The
disbursement record reports the actual disbursement date and the amount of the disbursement.

ED processes origination and/or disbursement records and returns acknowledgments to the
school. The acknowledgments identify the processing status of each record: Rejected, Accepted
with Corrections, and Accepted. Institutions must report student payment data within 30 calendar
days after the school makes a payment or becomes aware of the need to make an adjustment to
previously reported student payment data or expected student payment data. Schools may do
this by reporting once every 30 calendar days, bi-weekly, weekly or may set up their own system
to ensure that changes are reported in a timely manner.

Cause:
St. Mary’s did not have proper controls in place to review and report the student’s disbursement
date per the school records to the COD System.

Effect:
ED processes the incorrect disbursement records from COD system since the disbursement date
per COD system did not match to the disbursement date in the school student’s account.

Questioned Costs:
None.

Recommendation:

We recommend that St. Mary’s update the reporting and recording process of the disbursement.
St. Mary’s should also ensure that the disbursement date in the school system is consistent with
COD system.

Auditee Response and Corrective Action Plan:

The College agrees with the auditor’s finding and recommendation. We are taking appropriate
action to enhance the processing of Pell Disbursement. The College is immediately putting in
place a process whereby the Business and Financial Aid Offices will meet before and after Pell is
disbursed to ensure that the disbursement date on the College’s system matches the disbursement
dates on the Common Origination and Disbursement (COD) system.
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Finding 2013 - 015 (continued)

Auditee Update- October 2014:

The College has improved internal processes within the Business and Financial aid Offices. We
conduct regular meetings to ensure that the disbursement dates on the College’s system matches
the disbursement date on the COD system and the student’s account record. The meetings are
usually held twice a month but the frequency may vary depending upon the time of the year. In
addition, both offices maintain electronic communications to confirm the action taken.

Auditor Conclusion:
Based on follow-up testing performed during 2014, the finding is resolved.
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Finding 2012 - 002
Department of Health and Mental Hygiene (DHMH)

Medicaid Cluster

CFDA No. 93.775  State Medicaid Fraud Control Units

CFDA No. 93.777  State Survey and Certification of Health Care Providers and
Suppliers (Title XVI11) Medicare

CFDA No.93.778  Medical Assistance Program (Medicaid; Title XI1X)

U.S. Department of Health and Human Services (HHS)

Internal Control and Compliance Deficiency over Special Tests and Provisions — Automatic
Data Processing (ADP) Risk Analysis and System Security Review

Condition:

DHMH is required to conduct periodic risk analysis of new and existing ADP systems on a
biennial basis. The ADP risk analysis was last completed during fiscal year 2010. During the
audit, we noted that the ADP risk analysis was not completed during fiscal year 2012, which is
required in order to fall within the biennial requirement.

Criteria:

OMB Circular A-133 states that “State agencies must establish and maintain a program for
conducting periodic risk analyses to ensure that appropriate, cost effective safeguards are
incorporated into new and existing systems. State agencies must perform risk analyses whenever
significant system changes occur. State agencies shall review the ADP system security
installations involved in the administration of HHS programs on a biennial basis. At a minimum,
the reviews shall include an evaluation of physical and data security operating procedures, and
personnel practices. The State agency shall maintain reports on its biennial ADP system security
reviews, together with pertinent supporting documentation, for HHS on-site reviews (45 CFR
section 95.621).”

Cause:
DHMH did not have proper monitoring controls in place to ensure adherence with the timing
requirement set forth by the Federal agency.

Effect:
DHMH did not complete the ADP risk analysis on a biennial basis.

Questioned Costs:
None.
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Finding 2012 - 002 (continued)

Recommendation:
We recommend that DHMH strengthen its existing controls over monitoring the timeliness of the
ADP risk analysis to ensure the Federal timing requirement is met.

Auditee Response and Corrective Action Plan:

The Administration agrees with the recommendation. The Medical Care Program intended to
include the required biennial Risk Assessment for 2012 as part of the overall DHMH Risk
Assessment being performed concurrently. However, since the DHMH overall assessment has
been delayed, the Medical Care Program has decided to proceed with its own Risk
Assessment. The solicitation is currently in process with an anticipated completion date for the
assessment of June 30, 2013.

Auditee Update — October 2014:
The assessment review was performed, and completed in September 2013.

The Administration contracted with a company specializing in IT security assessments for
government systems. The assessment included reviews of the Medicaid Management
Information System (MMIS I1) and the Electronic Data Interchange Translator Processing
System (EDITPS). Areas reviewed included: Security Test and Evaluation; Risk Assessments;
Penetration Testing; Disaster Recovery and Gap Analysis. The security testing was based on the
Recommended Security Controls for Federal Information Systems and Organizations.

To ensure the risk assessment is completed timely, the Administration no longer relies on the
overall assessment performed for the entire Department, and includes specific provisions in its
budget for performance of the biennial assessment.

The Risk Assessment for the next two-year period was completed in September 2014.

Auditor Conclusion:
Based on testing performed during 2014, the finding is resolved.
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Finding 2012 - 009
University System of Maryland — University of Baltimore

Student Financial Assistance Cluster

CFDA No. 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA No. 84.032  Federal Family Education Loans (FFEL)

CFDA No. 84.033  Federal Work- Study Program (FWS)

CFDA No. 84.037  Perkins Loan Cancellations

CFDA No. 84.038  Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA No. 84.063  Federal Pell Grant Program (Pell)

CFDA No. 84.268  Federal Direct Student Loans (Direct Loan)

U.S. Department of Education (ED)

Internal Control and Compliance Deficiency over Special Tests and Provisions - Student
Loan Repayments

Condition:

During testing of student loan repayments, we reviewed the loan records for 40 students. For
three of the students selected, an exit interview was not conducted with the borrowers before he
or she left the institution.

Criteria:

Per 34 CFR Section 674.42:

In part, that an institution is required to conduct an exit interview with the borrower before he or
she leaves the institution. Per 34 CFR Section 674.42, an institution must ensure that exit
counseling is conducted with each borrower either in person, by audiovisual presentation, or by
interactive electronic means. The institution must ensure that exit counseling is conducted
shortly before the borrower ceases at least half-time study at the institution. As an alternative, in
the case of a student enrolled in a correspondence program or a study-abroad program that the
institution approves for credit, the borrower may be provided with written counseling material by
mail within 30 days after the borrower completes the program. If a borrower withdraws from the
institution without the institution’s prior knowledge or fails to complete an exit counseling
session as required, the institution must ensure that exit counseling is provided through either
interactive electronic means or by mailing counseling materials to the borrower at the borrower’s
last known address within 30 days after learning that the borrower has withdrawn from the
institution or failed to complete exit counseling as required.

Cause:

The University considers a grade of “W” to be a valid grade and student still enrolled. Since the
students earned grades of “W” and were not considered withdrawn, therefore; the students were
not subject to an exit interview.
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Finding 2012 - 009 (continued)

Effect:
The University is not in compliance with the student loan repayments requirements of OMB
Circular A - 133.

Questioned Costs:
None.

Recommendation:

We recommend that the University establish procedures to ensure that enrollment status changes
are updated accurately and treat a grade of W as not enrolled in order to meet the Federal
regulation.

Auditee Response and Corrective Action Plan:

The University of Baltimore accepts the finding related to Perkins Loan exit interviews.
The auditor’s interpretation of Federal regulation is that the grade of “W” cannot be considered
for enrollment. The University of Baltimore does not challenge this interpretation and will
adjust our policies and procedures accordingly to resolve the finding, including conducting
Perkins Loan exit interviews as required.

Auditee Update — October 2014:

The University of Baltimore monitors individual student enrollments on a weekly basis.
Students who have withdrawn or have been reduced to a part-time enrollment status are
immediately notified of the exit interview requirement. Additionally, Campus Partners, the
University’s Perkins Loan Servicer, notifies the student to complete an online exit interview. If
the online interviews are not completed, Campus Partners mails the student(s) a paper exit
interview. The University is committed to ensuring we remain compliant with the student loan
repayment requirements, which we fully implemented in January 2014, as outlined in OMB
Circular A-133.

Auditor Conclusion:
Based on follow-up testing performed during 2014, the finding is resolved.
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Finding 2012 - 011
University System of Maryland - Coppin State University

Student Financial Assistance Cluster

CFDA No. 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA No. 84.032  Federal Family Education Loans (FFEL)

CFDA No. 84.033  Federal Work- Study Program (FWS)

CFDA No. 84.037  Perkins Loan Cancellations

CFDA No. 84.038  Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA No. 84.063  Federal Pell Grant Program (Pell)

CFDA No. 84.268  Federal Direct Student Loans (Direct Loan)

U.S. Department of Education (ED)

Internal Control and Compliance Deficiency over Special Tests and Provisions - Student
Enrollment Reporting

Condition:

During our testing of student enrollment reporting, we reviewed the enrollment status of forty
students. We noted forty of the students selected were incorrectly classified and reported in the
National Student Loan Database System (NSLDS) database. Forty of the students withdrew from
classes and thus took zero credits, but fifteen were incorrectly reported as attending half-time,
twenty-three were incorrectly reported as attending full-time, and two were incorrectly reported
as less than half-time.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.
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Finding 2012 - 011 (continued)

Criteria: (continued)

Per OMB A-133:

Under the FFEL and Direct Loan programs, schools must complete and return within 30 days the
Enrollment Reporting roster file [formerly the Student Status Confirmation Report (SSCR)]
placed in their Student Aid Internet Gateway (SAIG) mailboxes sent by ED via the NSLDS
(OMB No. 1845-0035). The institution determines how often it receives the Enrollment
Reporting roster file with the default set at every two months, but the minimum is twice a year.

Once received, the institution must update for changes in student status, report the date the
enrollment status was effective, enter the new anticipated completion date, and submit the
changes electronically through the batch method or the NSLDS web site. Institutions are
responsible for timely reporting, whether they report directly or via a third-party servicer. Unless
the school expects to complete its next roster within 60 days, the school must notify the lender or
the guaranty agency within 30 days, if it discovers that a student who received a loan either did
not enroll or ceased to be enrolled on at least a half-time basis (FFEL, 34 CFR section 682.610;
Direct Loan, 34 CFR section 685.309).

Per 34 CFR 8§ 682.610(c):

A school shall—(1) Upon receipt of a student status confirmation report form from the Secretary
or a similar student status confirmation report form from any guaranty agency, complete and
return that report within 30 days of receipt to the Secretary or the guaranty agency, as
appropriate; and (2) Unless it expects to submit its next student status confirmation report to the
Secretary or the guaranty agency within the next 60 days, notify the guaranty agency or lender
within 30 days — (i) If it discovers that a Stafford, Supplemental Loan for Students (SLS), or
Parent Loan for Undergraduate Students (PLUS) loan has been made to or on behalf of a student
who enrolled at that school, but who has ceased to be enrolled on at least a half-time basis; (ii) If
it discovers that a Stafford, SLS, or PLUS loan has been made to or on behalf of a student who
has been accepted for enrollment at that school, but who failed to enroll on at least a half-time
basis for the period for which the loan was intended; (iii) If it discovers that a Stafford, SLS, or
PLUS loan has been made to or on behalf of a full-time student who has ceased to be enrolled on
a full-time basis; or (iv) If it discovers that a student who is enrolled and who has received a
Stafford or SLS loan has changed his or her permanent address.

Cause:

The university did not have proper controls in place to review and update enrollment status
changes for students receiving student financial aid. The University considers a grade of “W” to
be a valid grade and student still enrolled. Therefore a grade of “W” was not reported to NSLDS.
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Finding 2012 - 011 (continued)

Effect:

The change in the student’s enrollment to less than half time is not properly reported in the
NSLDS database, thus, repayment date, grace period, and deferment are not properly
determined.

Questioned Costs:
Unknown.

Recommendation:
We recommend that the University establish procedures to ensure that enrollment status changes
are updated and accurately reported in a timely manner in the NSLDS database.

Auditee Response and Corrective Action Plan:

The University’s initial transmissions and subsequent transmissions of students’ enrollment are
reported to the National Student Clearinghouse in a timely manner each semester. In accordance
with the University’s policies and procedures on students’ enrollment and withdrawal, the
information reported to the Clearinghouse was correct.

We acknowledge that we have not reported to the Clearinghouse the adjustments in the number
of credits when students withdraw from courses. Staff members in Records and Registration,
Financial Aid and Information Technology have met to determine how to correct this problem
and we have a solution to the reporting problem. The next transmission to the Clearinghouse
will reflect students’ withdrawals.

Auditee Update - October 2014:

The University continues to use the system solution that was developed by Information
Technology Department and the Office of Records and Registration to appropriately report to the
Federal Clearinghouse a student’s full-time, part-time and withdrawal status. Since the
implementation of the new process in Spring 2013 the University has been successful in
reporting student enrollment data.

Auditor Conclusion:
Based on follow-up testing performed during 2014, the finding is a repeat finding.
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Finding 2012 - 012
University System of Maryland - Coppin State University

Student Financial Assistance Cluster

CFDA No. 84.007  Federal Supplemental Educational Opportunity Grants (FSEOG)
CFDA No. 84.032  Federal Family Education Loans (FFEL)

CFDA No. 84.033  Federal Work- Study Program (FWS)

CFDA No. 84.037  Perkins Loan Cancellations

CFDA No. 84.038  Federal Perkins Loan (FPL) — Federal Capital Contributions
CFDA No. 84.063  Federal Pell Grant Program (Pell)

CFDA No. 84.268  Federal Direct Student Loans (Direct Loan)

U.S. Department of Education (ED)

Internal Control and Compliance Deficiency over Special Tests and Provisions - Return of
Title IV Funds

Condition:

During our testing of Return of Title 1V funds, we reviewed the refund calculations for 40
students. For fourteen of the students selected, there was no Title 1V refund as the University was
unaware that the student dropped or withdrew from class.

Criteria:

The A-102 Common Rule and OMB Circular A-110 (2 CFR part 215) require that non-Federal
entities receiving Federal awards establish and maintain internal control designed to reasonably
ensure compliance with Federal laws, regulations, and program compliance requirements.

The characteristics of internal control are presented in the context of the components of internal
control discussed in Internal Control — Integrated Framework (COSO Report), published by the
Committee of Sponsoring Organizations of the Treadway Commission. The COSO Report
provides a framework for organizations to design, implement, and evaluate control that will
facilitate compliance with the requirements of Federal laws, regulations, and program
compliance requirements.

Per 34 CFR Section 668.22:

In part, that an institution is required to have a fair and equitable refund policy. Per 34 CFR
Section 668.22, when a recipient of Title IV grant or loan assistance withdraws from an
institution during a payment period or period of enrollment in which the recipient began
attendance, the institution must determine the amount of Title IV grant or loan assistance that the
student has unofficially withdrawn. The unearned portion of Title IV funds must be returned to
the Department of Education within 30 calendar days of the date the student officially
withdraws.
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Finding 2012 - 012 (continued)

Criteria: (continued)

Any unearned funds must be returned to the Title IV program and no additional disbursements
may be made to the student for the payment period. If the student ceases attendance without
providing official notification to the institution of his or her withdrawal in accordance with
paragraph (c) (1) (i) or (c) (1) (ii) of this section, the mid-point of the payment period (or period
of enrollment), is applicable.

Cause:
The University did not calculate the return of funds in accordance with the Federal guidelines.

Effect:
This resulted in the incorrect amount being returned to ED.

Questioned Costs:
$19,585, related to our 14 exceptions.

Recommendation:

We recommend that the University strengthen its internal controls over the calculation of Title
IV funds. These controls should consist of proper documentation, supervision, and calculation of
the returns within the required time frames. The review should also ensure the refunds are made
in the proper order of return of Title IV funds.

Auditee Response and Corrective Action Plan:

The University was awarding students based on enrollment status at the minimum enrollment or
census date, using guidelines of SAP (Satisfactory Academic Progress) (see: HEA Sec. 484(c),
34 CFR 668.16(e), 34 CFR 668.32(f) and 34 CFR 668.34 (a)(s). As a result, Title IV returns
were substantially reduced. However, the University does agree with finding and did not capture
and properly calculate all students who had complete withdrawal before the 60% timeframe. As
a process of correction, the University will review the “Questioned Cost” amount of $19K and
the students identified and return the funding if substantiated. We will also review any other
students who may fit the criteria as identified in the finding and make the required adjustments.

Going forward, the University with cooperation of Financial Aid and Information Technology
will implement Title IV (R2T4) Refunding to PeopleSoft (financial software) programming to
document and correctly calculate required funding returns for those students who perform a
complete withdrawal from the university after minimum enrollment, but before the 60%
timeframe. This will be done in conjunction with the solution for enrollment reporting in
Records & Registration.
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Finding 2012 - 012 (continued)

Auditee Update — October 2014:
The University has taken the following corrective action on the finding of Compliance and
Internal Control Deficiency over Special Tests and Provisions - Return of Title IV Funds:

We have reviewed the students identified in association with the Questioned Costs of
$19,000 and determined $13,000 should be returned. These funds were returned to the
appropriate funding program via Common Origination and Disbursement (COD) and the
Federal G-5 System in September 2013.

The University’s written Federal Return of Title IV Refund policy and Tuition refund
policy has been revised approved and reviewed with personnel responsible for
implementing.

Communication to US Department of Education sent September 2013 included the
information stated above and the University has the Final Program Determination Letter.
The University’s Financial Aid Office has elected to use the Department of Education’s
Return of Title IV Funds on the Web application to calculate the Return of Title IV
funds. This allows the designated financial aid staff member to enter data that is collected
to perform appropriate procedures including documenting, supervisory review and proper
calculations of the Title IV fund returns within the required time frames.

Using the Department of Education’s Internet-based solution further ensures the calculations are
performed according to the Department of Education’s Student Assistance General Provisions.

Auditor Conclusion:
Based on follow-up testing performed during 2014, the finding is resolved.
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Finding 2011 - 008
Department of Human Resources (DHR)

Emergency Food Assistance Cluster (TEFAP)
CFDA No. 10.568 Emergency Food Assistance Program (Administrative Costs)
CFDA No. 10.569  Emergency Food Assistance Program (Food Commodities)

U.S. Department of Agriculture (USDA)
Compliance and Significant Deficiency over Accountability for Commodities

Condition:

During our audit, we noted that DHR does not have a consistent system of taking periodic
inventory counts. We were unable to test the accountability of commodities as the required
physical inventory records were not maintained by DHR.

Criteria:

Per 7 CFR sections 250.16(a)(6) and 250.15(c):

Accurate and complete records shall be maintained with respect to the receipt, distribution/use,
and inventory of donated foods, including end products processed from donated foods. Failure
to maintain records required by 7 CFR section 250.16 shall be considered prima facie evidence
of improper distribution or loss of donated foods, and the agency, processor, or entity is liable for
the value of the food or replacement of the food in kind.

Per 7 CFR section 250.14(e):

Distributing and recipient agencies shall take a physical inventory of all storage facilities. Such
inventory shall be reconciled annually with the storage facility’s inventory records and
maintained on file by the agency which contracted with or maintained the storage facility.
Corrective action shall be taken immediately on all deficiencies and inventory discrepancies and
the results of the corrective action forwarded to the distributing agency.

Cause:
DHR did not have adequate procedures in place related to the accountability of commodities.

Effect:
The lack of tracking and maintaining records of the physical inventory allows the potential for
abuse, including fraud and other defalcation, to exist and not be detected.

Questioned Costs:
Unknown.
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Finding 2011 - 008 (continued)

Recommendation:

We recommend that physical counts of inventory should be performed at least annually. The
results should be reviewed and reconciled to the accounting system. The perpetual inventory
listing should be reconciled to the general ledger, with any large discrepancies investigated and
explained. Any adjustments, along with the cost of goods sold entries, should be made and a
procedure should be implemented to allow for these adjustments to occur on an annual basis.

Auditee Response and Corrective Action Plan:
DHR agrees that at one time, its oversight of commodity food inventories needed improvement.

The USDA reviewed this program in FY 2010, and found some shortcomings regarding the
inventory process. Subsequent to June 2011, new processes were implemented by the DHR
TEFAP staff.

The unit responsible for commodities and related contracts were previously located in the DHR
Office of Grants Management (OGM). A reorganization of some modals within DHR took place
effective February 28, 2012, and the OGM personnel responsible for TEFAP administration were
transferred to the Family Investment Administration (FIA) Bureau of Policy, Reporting and
Training. FIA management is currently reviewing all prior policies and procedures and will work
with the TEFAP staff to ensure that the process approved by the USDA remains in place.

Auditee Update — October 2014

In Federal fiscal year 2013 and Federal fiscal year 2014 oversight of The Emergency Food
Assistance Program (TEFAP) was transitioned to Maryland Food Bank (MFB) and Capital Area
Food Bank (CAFB). MFB and CAFB now serve as Sponsoring Agencies responsible for
managing and executing aspects of the program to include receipt, delivery and distribution of all
foods, warehousing and inventory accountability.

MFB and CAFB are required to conduct 100 % annual monitoring reviews of each Eligible
Recipient Agency (ERAS) contracted to administer TEFAP. In addition to conducting yearly
reviews, both Sponsoring Agencies review monthly and/or quarterly ERA inventory reports to
ensure product accountability. Discrepancies from the reviews are communicated to the related
ERA.

As the State Administering Agency, DHR ensures compliance with the required regulation by
performing monitoring activities as well as approval of all commodity requisition and selection
made by the MFB and CAFB. Specifically, DHR remains compliant with FNS recommendation
for accountability of commodities by conducting physical inventory counts at the MFB and
CAFB during our annual storage facility reviews. During this review, a perpetual inventory list
is reconciled to the physical count and outcomes are then reported to both CAFB and MFB.
DHR also follows-up to ensure that material discrepancies, noted from our review, are
adequately resolved.
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Finding 2011 - 008 (continued)

Auditee Update — October 2014 (continued)
In addition, DHR completes administrative and monitoring reviews of the 26 Eligible Recipient
Agencies on a yearly basis, as required.

In Federal fiscal year 2015, DHR implemented a new measurement tool to further ensure
accountability. The monthly report captures the receipt and distribution of inventory donated
foods, net dollar value and loss/damage per jurisdiction.

Auditor Conclusion:

As physical inventories reconciled to the accounting records were not provided during fiscal year
2014, the finding is a repeat finding.
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Finding 2010 - 010
Department of Human Resources (DHR)

Emergency Food Assistance Cluster
CFDA No. 10.568 Emergency Food Assistance Program (Administrative Costs)
CFDA No. 10.569  Emergency Food Assistance Program (Food Commodities)

U.S. Department of Agriculture (USDA)
Compliance and Significant Deficiency over Accountability for Commodities

Condition:

During our audit, we noted that DHR does not have a consistent system of taking periodic
inventory counts. We were unable to test the accountability of commaodities due to the required
physical inventory records were not maintained by DHR.

Criteria:

Per 7 CFR sections 250.16(a)(6) and 250.15(c):

Accurate and complete records shall be maintained with respect to the receipt, distribution/use,
and inventory of donated foods, including end products processed from donated foods. Failure
to maintain records required by 7 CFR section 250.16 shall be considered prima facie evidence
of improper distribution or loss of donated foods, and the agency, processor, or entity is liable for
the value of the food or replacement of the food in kind.

Per 7 CFR section 250.14(e):

Distributing and recipient agencies shall take a physical inventory of all storage facilities. Such
inventory shall be reconciled annually with the storage facility’s inventory records and
maintained on file by the agency which contracted with or maintained the storage facility.
Corrective action shall be taken immediately on all deficiencies and inventory discrepancies and
the results of the corrective action forwarded to the distributing agency.

Cause:
DHR did not have needed staff to perform functions related to the accountability of
commodities.

Effect:
The lack of tracking and maintaining records of the physical inventory allows the potential for
abuse, including fraud and other defalcation, to exist and not be detected.

Questioned Costs:
Unknown.
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Finding 2010 - 010 (continued)

Recommendation:

We recommend that physical counts of inventory should be performed at least annually. The
results should be reviewed and reconciled to the accounting system. The perpetual inventory
listing should be reconciled to the general ledger, with any large discrepancies investigated and
explained. Any adjustments, along with the cost of goods sold entries, should be made and a
procedure should be implemented to allow for these adjustments to occur on an annual basis.

Auditee Response and Corrective Action Plan:

DHR concurs with the recommendation. The Office of Grants Management (OGM) is
developing an automated and improved inventory system to replace the current outdated Excel
spreadsheets. This system will reconcile the inventory to the general ledger. Reports will be
reviewed monthly and any large discrepancies investigated and explained. Adjustments, along
with the cost of goods, will be made and procedures implemented to allow for these adjustments
to occur on an annual basis.

The Office of Grants Management will conduct physical inventories to correspond with both the
State and the federal fiscal year. The inventories will occur on August 15™ for the prior State
fiscal year and November 15" for the prior federal fiscal year. Inventories will be conducted at
all warehouses that contained Emergency Food Assistance Program (TEFAP) food at the end of
the appropriate fiscal year.

Auditee Update — October 2014

In Federal fiscal year 2013 and Federal fiscal year 2014 oversight of The Emergency Food
Assistance Program (TEFAP) was transitioned to Maryland Food Bank (MFB) and Capital Area
Food Bank (CAFB). MFB and CAFB now serve as Sponsoring Agencies responsible for
managing and executing aspects of the program to include receipt, delivery and distribution of all
foods, warehousing and inventory accountability.

MFB and CAFB are required to conduct 100 % annual monitoring reviews of each Eligible
Recipient Agency (ERAS) contracted to administer TEFAP. In addition to conducting yearly
reviews, both Sponsoring Agencies review monthly and/or quarterly ERA inventory reports to
ensure product accountability. Discrepancies from the reviews are communicated to the related
ERA.

As the State Administering Agency, DHR ensures compliance with the required regulation by
performing monitoring activities as well as approval of all commodity requisition and selection
made by the MFB and CAFB. Specifically, DHR remains compliant with FNS recommendation
for accountability of commodities by conducting physical inventory counts at the MFB and
CAFB during our annual storage facility reviews. During this review, a perpetual inventory list
is reconciled to the physical count and outcomes are then reported to both CAFB and MFB.
DHR also follows-up to ensure that material discrepancies, noted from our review, are
adequately resolved.
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Finding 2010 - 010 (continued)

Auditee Update — October 2014 (continued)
In addition, DHR completes administrative and monitoring reviews of the 26 Eligible Recipient
Agencies on a yearly basis, as required.

In Federal fiscal year 2015, DHR implemented a new measurement tool to further ensure
accountability. The monthly report captures the receipt and distribution of inventory donated
foods, net dollar value and loss/damage per jurisdiction.

Auditor Conclusion:

As physical inventories reconciled to the accounting records were not provided during fiscal year
2014, the finding is a repeat finding.
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