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INDEPENDENT AUDITORS' REPORT

Board of Trustees
Harford Community College
Bel Air, Maryland
Report on the Financial Statements
We have audited the accompanying financial statements of the business‐type activities and the discretely
presented component unit of Harford Community College (the College), a component unit of Harford County,
Maryland, as of and for the year ended June 30, 2013, and the related notes to the financial statements, which
collectively comprise the College’s basic financial statements as listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement. The financial
statements of The Harford Community College Foundation, Inc., the discretely presented component unit, were
not audited in accordance with Government Auditing Standards.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
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Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business‐type activities and the discretely presented component unit of the College as
of June 30, 2013, 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.
Change in Accounting Principle
As discussed in Note 16 to the financial statements, the College implemented the provisions of Governmental
Accounting Standards Board (GASB) Statement No. 62 – Codification of Accounting and Financial Reporting
Guidance Contained in Pre‐November 30, 1989 FASB and AICPA Pronouncements, and GASB Statement No. 63 –
Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position, for the
year ended June 30, 2013, which represents a change in accounting principle. Our opinion is not modified with
respect to these matters.
Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis on pages 4‐13 and the Schedule of Funding Progress on page 38 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge
we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.
Other Information
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the College’s basic financial statements. The schedule of expenditures of federal awards, as required
by U.S. Office of Management and Budget Circular A‐133, Audits of States, Local Governments, and Non‐Profit
Organizations and the Budgetary Comparison Schedule – General Operating Fund are presented for purposes of
additional analysis and is not a required part of the basic financial statements.
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The schedule of expenditures of federal awards is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.
The Budgetary Comparison Schedule – General Operating Fund has not been subjected to the auditing
procedures applied in the audit of the basic financial statements, and accordingly, we do not express an opinion
or provide any assurance on it.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated September 4, 2013,
on our consideration of the College'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 result of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the College’s internal control over financial reporting and compliance.

CliftonLarsonAllen LLP
Plymouth Meeting, Pennsylvania
September 4, 2013
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Overview of the Financial Statements and Financial Analysis
The discussion and analysis of Harford Community College’s (the College) financial statements provides an
overview of the College’s financial activities for the year ended June 30, 2013. Management has prepared this
discussion along with the financial statements and related footnote disclosures. Management’s Discussion and
Analysis should be read in conjunction with the financial statements. Responsibility for the completeness and
fairness of this information rests with the College.
The entity‐wide financial statements are designed to emulate corporate presentation models whereby all
College activities are consolidated into one total. This approach is intended to summarize and simplify the
user’s analysis of the cost of various College services to students and the public. This report consists of three
basic financial statements: the Statement of Net Position; the Statement of Revenues, Expenses, and Changes in
Net Position; and, the Statement of Cash Flows. These statements provide an overall view of the College’s
financial activities, both current and long‐term. Notes to the financial statements are required to complete the
entity‐wide statements and are an integral component of the basic financial statements.
Statement of Net Position
The Statement of Net Position is a financial statement that provides a fiscal snapshot of the institution’s financial
position at a selected point in time. Total net position represents the difference between total assets and total
liabilities and is one of the indicators of the current financial condition of the College. Readers of the Statement
of Net Position are able to determine the assets available to continue the operations of the College. Over time,
changes in net position are indicators of the improvement or erosion of the College’s financial health when
considered along with non‐financial facts, such as enrollment changes and the condition of facilities.
The assets and liabilities are categorized between current and noncurrent. Current assets and current liabilities
mature or become payable within the normal 12‐month accounting cycles while noncurrent assets and liabilities
mature or become payable after 12 months. For June 30, 2013, the College’s current assets consist primarily of
cash and short‐term investments while noncurrent assets consist primarily of capital assets, including property,
plant, and equipment maintained by the College. All of College’s liabilities except compensated absences and
other postemployment benefits are considered short‐term in nature.
Net position is divided into four major categories:





Unrestricted ‐ available to the College for any lawful purpose.
Capital assets ‐ the College’s ownership equity in property, plant and equipment, net of related debt.
Expendable restricted ‐ available to be spent by the College after externally imposed stipulations have
been fulfilled or after the passage of time.
Nonexpendable restricted ‐ result from contributions whose use is limited by donor‐imposed
stipulations that neither expire by the passage of time nor can be fulfilled or removed by the College’s
actions.
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CONDENSED STATEMENT OF NET POSITION
June 30, 2013
Assets
Current assets
Noncurrent assets
Total assets
Liabilities
Current liabilities
Noncurrent liabilities
Total liabilities
Net Position
Net investment in capital assets
Restricted
Unrestricted
Total net position

% of total

June 30, 2012

% of total

$ 25,972,957
100,596,163
126,569,120

20.5%
79.5%
100.0%

$ 31,020,525
89,287,840
120,308,365

25.8%
74.2%
100.0%

6,251,649
1,209,975
7,461,624

83.8%
16.2%
100.0%

9,655,731
1,215,739
10,871,470

88.8%
11.2%
100.0%

95,460,158
85,751
23,561,587
$ 119,107,496

80.1%
0.1%
19.8%
100.0%

82,980,191
157,737
26,298,967
$ 109,436,895

75.8%
0.1%
24.0%
100.0%

Fiscal Year 2013 compared to 2012. Net position increased $9.7 million from $109.4 million in FY 2012 to $119.1
million in 2013. Current assets decreased by $5.0 million. Current assets consist primarily of cash and cash
equivalents and accounts receivable, which include funds due for federal aid and for state funding of capital
project expenses. Current liabilities consist of accounts payable, accrued liabilities and deferred revenue, plus
deposits held for students who made early payments of FY 2014 tuition and fees. The $5.0 million change in
current assets from the prior year is primarily driven by a decrease in cash and accounts receivable of $2.6 million
and $2.0 million, respectively. The reduction in accounts receivable can be attributed to $2.2 million less due from
the State for reimbursements associated with the Susquehanna Center renovation. The change in current
liabilities is the result of a $1.9 million decrease in vouchers payable due for construction services associated with
the Susquehanna Center renovation, and a $1.8 million decrease in the retainage payable for construction
contracts related to the renovation.
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The unrestricted net position includes the fund balances transferred to plant fund budgets for existing programs
that are anticipated or in progress along with auxiliary service fund balances generated through operations.
Currently, designations of $5.8 million are budgeted within the plant funds for various capital programs such as
the Hickory addition, parking improvements, roof replacements, and computer equipment and technology. In
addition, $2.8 million of the auxiliary’s unrestricted net position is designated for support of various capital
projects included in the FY 2014 Capital Improvement Program (CIP).
A portion of the unrestricted net position is also designated by the College for future use to support capital
projects. This unrestricted net position represents non‐recurring funds that the College is utilizing to support
“one‐time” facility improvements and capital projects that may not be funded by the State of Maryland and/or
Harford County. These assets have also been used to enhance capital projects that receive public funding, yet
require additional funding to meet College needs. Each year the Board of Trustees approves a Ten Year CIP. The
CIP includes improvements that the College will make during this period. For FY 2014, a total of $1.0 million of
unrestricted net position is designated to support the College’s “one‐time” investment in projects such as the
construction of the new Harford Sports Complex and the addition on the Hickory building.
Restricted net position consists of student loans and funds related to the Innovative Partners and Technology (IPT)
program. The decrease in unrestricted net position is a result of capital expenditures funded by the College
coupled with a $1.9 million operating deficit in the General Fund for FY 2014.
Statement of Revenues, Expenses and Changes in Net Position
The purpose of this statement is to present the revenues received and expenses paid by the College, both
operating and non‐operating, as well as any other revenues, expenses, gains and losses received or spent by the
institution, over a period of time.
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STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Years Ended June 30,
2013
2012
OPERATING REVENUE
Tuition and fees
Auxiliary enterprises
Other
Total operating revenue

Percent
Change

$ 12,564,306
5,267,248
840,716
18,672,270

$ 12,040,405
4,818,513
996,537
17,855,455

4.4%
9.3%
‐15.6%
4.6%

OPERATING EXPENSES

60,136,109

57,531,678

4.5%

Net operating loss

(41,463,839)

(39,676,223)

4.5%

1,755,939
11,568,349
7,862,729
15,712,002
1,049,920
29,629
(363,588)
37,614,980

2,208,768
11,243,685
7,472,387
15,694,942
901,216
26,762
(6,905)
37,540,855

‐20.5%
2.9%
5.2%
0.1%
16.5%
10.7%
5165.6%
0.2%

(3,848,859)

(2,135,368)

80.2%

12,237,607
1,281,853

6,121,351
11,359,407

99.9%
‐88.7%

9,670,601

15,345,390

‐37.0%

109,436,895

94,091,505

16.3%

$ 119,107,496

$ 109,436,895

8.8%

NONOPERATING REVENUES (EXPENSES)
Certain fringe benefits paid directly
by the State of Maryland
State grants and contracts
Federal grants and contracts
Local grants and contracts
Contributions
Interest income
Loss on disposal of assets
Total nonoperating revenues
Loss before other revenues
State capital grants
Harford County capital grants
INCREASE IN NET POSITION
NET POSITION, BEGINNING OF YEAR
NET POSITION, END OF YEAR
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Generally speaking, operating revenues are received for providing goods and services to students and other
various constituencies and customers of the College. Operating expenses are paid to acquire or produce the
goods and services that are provided in return for operating revenues, thus carrying out the mission of the
College. Non‐operating revenues are receipts for which goods and/or services are not provided. For example,
state and local appropriations are considered non‐operating because they are provided to the College by the
appropriate governmental entity without it directly receiving commensurate goods and/or services.
Fiscal Year 2013 compared to 2012. Net position increased $9.7 million or 8.8% for 2013. This increase was
generated mainly through the $12.2 million in state revenue for the Susquehanna Center renovation and the $1.3
million in county revenue for the new wastewater treatment facility and Nursing and Allied Health building.
These state and county capital revenues were partially offset by the $3.8 million loss before capital contributions.
In FY 2013, the College received flat operating funding from the county as well as the state. Auxiliary enterprise
revenues and expenses increased $0.5 million and $0.7 million due to the addition of the Aberdeen Proving
Ground Federal Credit Union Arena and Early Learning Center auxiliary enterprises.
Net tuition and fees increased 4.4% primarily due to the increase in tuition of $5 per credit hour. Scholarship
allowances in 2013 are $5,240,856 or 29.4% of gross tuition and fee revenue, which is an increase of 8.3% from
2012 scholarship allowances of $4,838,769 or 28.4% of gross tuition and fee revenue. The increase in scholarship
allowances continues to show that a significant portion of the College’s students receive federal or some other
form of financial assistance.
The full‐time equivalent (FTE) student enrollment increased by 14 or 0.3%. Non‐credit FTE students increased by
48 while Credit FTE students decreased by 34.

Analyzing operating and non‐operating revenues together for 2013, tuition and fees net of scholarship
allowances, comprise 22.3% of total revenues. State and county funding, including the state payment for
retirement, provided an additional 51.6% of operating and non‐operating revenues. Federal funding increased
5.2% from 2012 to account for 14.0% of total 2013 revenues. The revenue from auxiliary enterprises increased
9.3% from 2012 to account for 9.4% of total revenues.
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The statement of operating expenses provides more detail on the operating expenses from the previous table.
The expenses include the functional classifications of all funds.

OPERATING EXPENSES
Years Ended June 30,
2013
2012
OPERATING EXPENSES
Instruction
Public Service
Academic support
Student services
Institutional support
Operations and maintenance of plant
Scholarships
Sub‐Total
Auxiliary enterprises
Certain fringe benefits paid directly
by the State of Maryland
Depreciation
TOTAL

Percent
Change

$ 19,426,873
1,333
6,079,308
9,610,677
8,472,506
5,052,492
935,360
49,578,549

$ 18,558,736
1,499
6,022,153
8,977,657
7,892,184
5,337,237
872,257
47,661,723

4.7%
‐11.1%
0.9%
7.1%
7.4%
‐5.3%
7.2%
4.0%

5,149,306

4,400,496

17.0%

1,755,939
3,652,315

2,208,768
3,260,691

‐20.5%
12.0%

$ 60,136,109

$ 57,531,678

4.5%

Instruction accounts for 39.2% of the total operating expense of the College. This figure does not include the
state payment for retirement benefit associated with instruction. The instruction function increased 4.7%
primarily due to employee salary adjustments combined with unfavorable health claims experience in FY 2013.
Academic Support, Student Services and Institutional Support also increased due to the employee salary
adjustment and the unfavorable health claims experience.
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The decrease in operations and maintenance of plant expenses is related to the non‐capital costs incurred in
conjunction with the Susquehanna Center renovation during FY 2012.
Other major components of operating expenses include: the $1,755,939 that represents the state’s contribution
for college employees to the Maryland state retirement system and the recognition of $3,652,315 in
depreciation on capital assets.
Statement of Cash Flows
The statement of cash flows presents detailed information about cash receipts and cash payments of the
College. This statement helps users assess the College’s ability to generate future cash flows, the ability to meet
obligations as they come due, and its needs for external financing.
The statement is divided into five parts. The first part deals with operating cash flows and shows the net cash
used for the operating activities of the College. The second section reflects the cash received and spent for non‐
operating, non‐investing and other non‐capital financing purposes. The third section deals with cash flows from
capital and related financing activities, providing information on the cash used for the acquisition and
construction of capital and related items. The fourth part reflects the cash flows from investing activities and
shows the purchases, proceeds, and interest received from such activities. The fifth section reconciles the net
cash used for operating activities to the operating income or loss reflected on the statement of revenues,
expenses and changes in net position.

CASH FLOWS
Years Ended June 30,
2013
2012
Cash Provided By (Used In):
Operating activities
Noncapital financing activities
Capital and related financing activities
Investing activities
Net increase (decrease) in cash
CASH, BEGINNING OF YEAR
CASH, END OF YEAR

Percent
Change

$ (38,936,907)
35,965,584
(796,479)
29,629
(3,738,173)

$ (28,814,637)
35,938,573
(5,699,018)
26,762
1,451,680

35.1%
0.1%
‐86.0%
10.7%
‐357.5%

31,093,069

29,641,389

4.9%

$ 27,354,896

$ 31,093,069

‐12.0%

The primary cash receipts from operating activities consist of $12,714,654 from tuition and fees and $5,289,968
from auxiliary enterprises. Major cash outlays in operating activities consist of salaries and benefits of
$33,981,662 and payments to suppliers of $23,800,583. The increase in payments to suppliers of $8,795,021 is
driving the 35.1% decrease in cash used in operating activities. The decrease in accounts and retainage payables
of $3,693,924 accounts for a large portion of the increase in payments to suppliers. These additional FY 2012
vendor payables are associated with the Susquehanna Center renovation and wastewater treatment facility
projects.
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Federal, state and local funding is the primary source of non‐capital financing. The accounting standards require
that the College reflect this source of revenue as non‐operating even though the College’s budget depends on
this funding to continue, or expand, the existing level of operations. State and local funding provided to the
College for general operations was flat for FY 2013.
The primary financing activities included within the report are associated with capital appropriations for the
College’s commitment to expansion of new facilities and the continued renovation of its older facilities. Net
cash used in capital financing activities decreased from $5,699,018 in 2012 to $796,479 in 2013. The College has
transferred funds from the general fund balance that were utilized for FY 2013 capital project expenditures. The
College has also made appropriate outlay for certain capital purchases with the understanding that
reimbursement by the state will follow in the subsequent year. Capital expenditures incurred in the renovation
of the Susquehanna Center and the design and construction of the new Nursing and Allied Health building are
responsible for the majority of the outlay.
Capital Asset and Debt Administration
Capital Assets
At June 30, 2013, the College had $130.1 million invested in capital assets, including $1.2 million in construction
in progress, less accumulated depreciation of $34.7 million. Depreciation charges for the current year totaled
$3.7 million.
CAPITAL ASSETS, NET
June 30,
2013

2012

Percent
Change

CAPITAL ASSETS
Land and land improvements
Buildings
Furniture and equipment
Computer technology
Vehicles
Library books
Construction in progress
T otal

$

Less accumulated depreciation
NET CAPITAL ASSETS

17,971,259
99,251,284
5,334,646
4,245,710
671,215
1,497,181
1,156,392
130,127,687

$

34,667,529
$

95,460,158

$

13,853,907
67,682,080
5,020,172
4,615,224
595,380
1,640,994
22,404,420
115,812,177

29.7%
46.6%
6.3%
-8.0%
12.7%
-8.8%
-94.8%
12.4%

32,831,986

5.6%

82,980,191

15.0%

Buildings increased $31.6 million due to the transfer of $20.1 million from CIP and $11.9 million of additional FY
2013 capital expenses associated with the Susquehanna Center renovation. Land improvements increased
$4.1M due to the transfer of $2.1 million from CIP and $2.1 million of additional FY 2013 capital expenses
related to the new wastewater treatment facility.
(11)
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Debt
The College has no long‐term debt as of June 30, 2013.
Economic Factors That Will Affect the Future
The College’s operating funds come primarily from three revenue sources: tuition and fee payments from
students, and funding appropriations from Harford County and the State of Maryland. Historically, tuition has
covered approximately one‐third of operating costs. In FY 2009, budgeted tuition and fees revenue and
unrestricted county and state appropriations accounted for 32% and 64%, respectively, of revenues within the
College’s General Fund. This strong financial support from both the county and the state enabled the College to
provide higher education at a substantially lower tuition than many other colleges in the state.
Economic pressures at both the state and county level have resulted in public funding reductions beginning in FY
2008. Currently, in FY 2013, General Fund revenue is comprised of 40% tuition and fees revenue and 58%
county and state appropriations. Total county funding in FY 2013 is approximately $1 million below the funding
received in FY 2009, despite significant increases in enrollment that occurred during the period. The schedule
below illustrates the FY 2013 revenue and program spending within the General Fund:
FY 2013 BUDGETARY COMPARISON SCHEDULE
GENERAL OPERATING FUND

FY 2013 Budget

FY 2013 Actua l

$

$

Va ri ance ‐
Fa vora bl e
(Unfa vora bl e)

REVENUES
Tuition and Fees

17,467,429

State of Maryland
Harford County, MD

9,990,806

9,990,807

14,961,612

14,961,612

38,605

29,629

Investment Income
Other Revenue
Total Revenues

17,177,927

$

(289,502)
1
‐
(8,976)

642,159

782,849

43,100,611

42,942,824

140,690

18,501,660

18,032,989

468,671

6,434,767

6,121,109

313,658

(157,787)

EXPENDITURES
Instruction
Academic Support
Student Services

4,981,531

4,915,732

65,799

Institutional Support

8,441,461

8,152,357

289,104

Operations of Plant

4,573,523

4,451,472

122,051

Scholarships and Fellowships

1,008,931

935,360

73,571

Transfers

2,248,415

2,248,415

‐

46,190,288

44,857,434

1,332,854

Total Expenditures
OPERATING SURPLUS (DEFICIT)

$

(3,089,677)
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(1,914,610)
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In addition to this change in this “mix” of revenue sources, the College has developed an unbalanced Operating
Budget that requires a transfer‐in from the fund balance to offset the operating deficit. In FY 2013, the College
had a $1.9 million operating deficit. This operating deficit has resulted due to not increasing the rate of tuition
quickly enough to offset the public funding reductions in recent years.
As the College cannot influence the various economic variables which ultimately affect the public support it
receives, HCC administration has taken action to develop a strategy to ensure additional tuition and fee revenue
in future years. The College’s Board of Trustees approved a $5 tuition increase for FY 2014 and FY 2015 as well
as a $5 consolidated fee increase for FY 2014. Even with these increases, there is room for further escalation
that may be required, as the credit hour tuition rate is still well below the average for community colleges in the
state. The current plan has the College eliminating the structural deficit by FY 2017 through additional tuition
increases.
Credit enrollment increased at very high rates during the period FY 2009 through FY 2011. This enrollment
increase aligned with the theory that during economic recessions, community college enrollments generally rise.
However, the College experienced relatively flat enrollment numbers in both FY 2012 and FY 2013. Early
indications are that the College may continue to struggle to maintain the same levels of enrollment in FY 2014.
The College is anticipating that deferred maintenance will become a very important issue in future years as
buildings and other capital assets continue to age. The College currently has certain unrestricted funds
designated for improvements such as roof replacements and the resurfacing of parking lots. Further, the
College responded during FY 2013 by also designating a portion of the unrestricted fund balance toward general
deferred maintenance costs. As we continue to plan for these forthcoming expenses, the College is also
searching for other revenue streams which would provide additional funding resources.
Requests for Information
The financial report is designed to provide a general overview of the College’s finances. Questions concerning
any of the information provided in this report or other requests for additional information should be addressed
to the Harford Community College Finance Office.
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HARFORD COMMUNITY COLLEGE
STATEMENT OF NET POSITION
JUNE 30, 2013

Ha rford
Communi ty
Col l ege
ASSETS
Current As s ets :
Ca s h a nd Ca s h Equi va l ents
Accounts Receiva bl e, Net
Promi s es to Give, Net
Inventori es
Prepa i d Expens es a nd Other As s ets
Due from Founda tion
Depos it wi th Trus tee
Tota l Current As s ets

$

Noncurrent As s ets :
Ca s h a nd Ca s h Equi va l ents , Ca pi ta l Projects
Inves tments
La nd a nd Cons tructi on i n Progres s
Ca pi ta l As s ets bei ng Depreci a ted
Les s : Accumul a ted Depreci a ti on
Tota l Noncurrent As s ets
Tota l As s ets
LIABILITIES
Current Lia bi l i ti es :
Accounts Pa ya bl e
Reta i na ge Pa ya bl e
Accrued Li a bi l i ti es
Depos its Hel d for Students
Deferred Revenue
Compens a ted Abs ences , Current
Due to Col lege
Other Li a bil i ti es
Tota l Current Li a bi l i ties
Noncurrent Lia bi l i ti es :
Other Pos t‐Empl oyment Benefi ts
Compens a ted Abs ences , Net of Current Porti on
Tota l Noncurrent Li a bi l i ties
Tota l Li a bi l i ties
NET POSITION
Unres tri cted
Net Inves tment i n Ca pi ta l As s ets
Res tri cted:
Expenda bl e
Nonexpenda bl e
Tota l Net Pos iti on

$

See accompanying Notes to Financial Statements.
(14)

22,218,891
2,637,997
‐
625,022
481,403
3,211
6,433
25,972,957

Component Uni t
Ha rford
Communi ty
Col l ege
Founda ti on

$

632,220
‐
693,661
‐
21,661
‐
‐
1,347,542

5,136,005
‐
4,720,554
125,407,133
(34,667,529)
100,596,163

‐
6,391,667
‐
‐
‐
6,391,667

126,569,120

7,739,209

1,633,600
61,201
1,063,420
288,733
3,034,902
84,988
‐
84,805
6,251,649

‐
‐
‐
‐
28,050
‐
3,211
‐
31,261

133,221
1,076,754
1,209,975

‐
‐
‐

7,461,624

31,261

23,561,587
95,460,158

341,861
‐

85,751
‐
119,107,496

4,149,752
3,216,335
7,707,948

$

HARFORD COMMUNITY COLLEGE
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
YEAR ENDED JUNE 30, 2013

Ha rford
Communi ty
Col l ege
OPERATING REVENUES
Student Tui tion a nd Fees (Net of Schol a rs hi p
Al l owa nces of $5,240,856)
Gi fts a nd Contri buti ons
Auxi l i a ry Enterpri s es
Other Opera ti ng Revenues
Tota l Opera ti ng Revenues

$

OPERATING EXPENSES
Ins tructi on
Publ ic Servi ce
Aca demi c Support
Student Servi ces
Ins ti tuti ona l Support
Opera ti ons a nd Ma i ntena nce of Pl a nt
Schol a rs hi p Expens e
Certa i n Fri nge Benefi ts Pa i d Di rectl y
by the Sta te of Ma ryl a nd
Other Opera ti ng Expens es
Depreci a ti on
Auxi l i a ry Enterpri s es
Tota l Opera ti ng Expens es

12,564,306
‐
5,267,248
840,716
18,672,270

Component Uni t
Ha rford
Communi ty
Col l ege
Founda ti on

$

‐
684,280
‐
2,520
686,800

19,426,873
1,333
6,079,308
9,610,677
8,472,506
5,052,492
935,360

‐
‐
‐
‐
‐
‐
‐

1,755,939
‐
3,652,315
5,149,306
60,136,109

‐
130,721
‐
‐
130,721

(41,463,839)

556,079

NONOPERATING REVENUES (EXPENSES)
Certa i n Fri nge Benefi ts Pa i d Di rectl y by
the Sta te of Ma ryl a nd
Federa l Gra nts a nd Contra cts
Sta te of MD Gra nts a nd Contra cts
Ha rford County Gra nts a nd Contra cts
Contri buti ons from Indi vi dua l s a nd Orga ni za ti ons
Contri buti ons from HCC Founda ti on
Inves tment Income
Los s on di s pos a l of a s s ets
Net Nonopera ti ng Revenues

1,755,939
7,862,729
11,568,349
15,712,002
460,718
589,202
29,629
(363,588)
37,614,980

‐
‐
‐
‐
‐
(589,202)
595,443
‐
6,241

INCOME (LOSS) BEFORE CAPITAL CONTRIBUTIONS AND
ADDITIONS TO ENDOWMENTS

(3,848,859)

562,320

Sta te Ca pi ta l Gra nts
Ha rford County Ca pi ta l Gra nts
Contri buti ons for Perma nent Endowments

12,237,607
1,281,853
‐

‐
‐
43,956

9,670,601

606,276

109,436,895

7,101,672

OPERATING INCOME (LOSS)

INCREASE IN NET POSITION
Net Pos i ti on ‐ Begi nni ng of Yea r
NET POSITION ‐ END OF YEAR

$

See accompanying Notes to Financial Statements.
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119,107,496

$

7,707,948

HARFORD COMMUNITY COLLEGE
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2013

Ha rford
Communi ty
Col l ege
CASH FLOWS FROM OPERATING ACTIVITIES
Tui ti on a nd Fees
Pa yments to Suppl i ers
Pa yments to Empl oyees
Auxi l i a ry Enterpri s e Cha rges
Other Recei pts
Net Ca s h Us ed by Opera ti ng Acti vi ti es

$

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federa l Student Loa n Progra ms Recei pts
Federa l Student Loa n Progra ms Di s burs ements
Federa l Gra nts a nd Appropri a ti ons
Sta te Gra nts a nd Appropri a ti ons
County Gra nts a nd Appropri a ti ons
Pri va te Gra nts a nd Contri buti ons
Net Ca s h Provi ded by Nonca pi ta l Fi na nci ng Acti vi ti es

12,714,654
(23,800,583)
(33,981,662)
5,289,968
840,716
(38,936,907)

2,299,118
(2,299,118)
7,570,298
11,772,934
15,593,351
1,029,001
35,965,584

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Ca pi ta l Gra nts Recei ved
Proceeds from Sa l e of Ca pi ta l As s ets
Purcha s e of Ca pi ta l As s ets
Net Ca s h Us ed by Ca pi ta l a nd Rel a ted Fi na nci ng Acti vi ti es

15,699,390
2,047
(16,497,916)
(796,479)

CASH FLOWS FROM INVESTING ACTIVITIES
Inves tment Income
Net Ca s h Provi ded by Inves ti ng Acti vi ti es

29,629
29,629

NET DECREASE IN CASH AND CASH EQUIVALENTS

(3,738,173)

Ca s h a nd Ca s h Equi va l ents ‐ Begi nni ng of Yea r

31,093,069

CASH AND CASH EQUIVALENTS ‐ END OF YEAR

$

27,354,896

Ca s h a nd Ca s h Equi va l ents ‐ Current
Ca s h a nd Ca s h Equi va l ents ‐ Ca pi ta l Projects
Tota l

$

22,218,891
5,136,005
27,354,896

$

See accompanying Notes to Financial Statements.
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HARFORD COMMUNITY COLLEGE
STATEMENT OF CASH FLOWS (CONTINUED)
YEAR ENDED JUNE 30, 2013

Ha rford
Communi ty
Col l ege
RECONCILIATION OF OPERATING LOSS TO NET CASH
USED BY OPERATING ACTIVITIES
Opera ti ng Los s
Adjus tments to Reconci l e Opera ti ng Los s
to Net Ca s h Us ed by Opera ti ng Acti vi ti es :
Depreci a ti on Expens e
Certa i n Fri nge Benefi ts Pa i d Di rectl y to the Sta te
of Ma ryl a nd
Cha nges i n As s ets a nd Li a bi l i ti es :
Accounts Recei va bl e
Inventori es
Prepa i d Expens es
Due from Founda ti on
Accounts Pa ya bl e
Reta i na ge Pa ya bl e
Accrued Sa l a ri es
Accrued Compens a ted Abs ences
Other Accrued Li a bi l i ti es
Deferred Revenue
Depos i ts Hel d i n Cus tody for Others
Net Ca s h Us ed by Opera ti ng Acti vi ti es

See accompanying Notes to Financial Statements.
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$

(41,463,839)

3,652,315
1,755,939

$

751,326
(122,245)
(58,108)
50,283
(1,941,060)
(1,752,864)
116,653
(7,644)
56
137,281
(55,000)
(38,936,907)

HARFORD COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 1

FINANCIAL REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Financial Reporting Entity
Harford Community College (the “College”) is considered a “body politic” under Maryland State law
as an instrumentality of the State of Maryland (the “State”). The College is governed by a nine‐
member Board of Trustees, who are appointed for five‐year terms by the Governor of the State.
Funding is received from both the State and Harford County (the “County”). The State portion is
based on a formula established by statute, which includes a portion of funds based upon full‐time
equivalent students as reported two years earlier.
Although the College is not an agency of the County, as a result of the College’s relationship with
the County, the College’s financial statements are considered component unit financial statements
and are included in the Comprehensive Annual Financial Report of the County in accordance with
accounting principles generally accepted in the United States of America.
The Harford Community College Foundation, Inc. (the “Foundation”) is a legally separate, tax‐
exempt component unit of the College. The Foundation acts primarily as a fund‐raising organization
to supplement the resources that are available to the College in support of its programs. The
Foundation is governed by a Board of Directors. Although the College does not control the timing of
receipts from the Foundation, all of the resources, or income thereon, which the Foundation holds
and invests, is restricted to the activities of the College by the donors. Because these restricted
resources held by the Foundation can only be used by, or for the benefit of the College, the
Foundation is considered a component unit of the College. In accordance with Governmental
Accounting Standards Board (GASB) Statement No. 39, Determining Whether Certain Organizations
Are Component Units, the Harford Community College Foundation, Inc. is presented in a discrete
format.
The Foundation is a private nonprofit organization that follows standards for financial statements
for not for profit organizations. As such, certain revenue recognition criteria and presentation
features are different from GASB revenue recognition criteria and presentation features. No
modifications have been made to the Foundation’s financial information in the College’s financial
reporting entity for these differences.
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HARFORD COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 1

FINANCIAL REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Financial Reporting Entity (Continued)
A summary of the College’s and Foundation’s significant accounting policies follows:
Basis of Presentation
The College presents its financial statements in accordance with GASB Statement No. 34, Basic
Financial Statements and Management’s Discussion Analysis for State and Local Governments, and
No. 35, Basic Financial Statements and Management’s Discussion Analysis for Public Colleges and
Universities. The financial statement presentation provides a comprehensive one‐line look at the
total entity and requires capitalization of assets and recording of depreciation. GASB Statement
No. 34 identified three types of special purpose governments (SPG): (1) those engaged only in
governmental activities; (2) those engaged only in business‐type activities (BTA); and (3) those
engaged in both governmental and business‐type activities. Business‐type activities are financed in
whole or in part by fees charged to external parties for goods and services. Given the importance of
tuition, fees and other exchange‐type transactions in financing higher education, the College
adopted the financial reporting model required by SPG’s engaged in business‐type activities. The
BTA model requires the following in component unit financial statements:






Management’s discussion and analysis
Statement of net position
Statement of revenues, expenses and changes in net position
Statements of cash flows
Notes to the financial statements

The College’s financial statements are prepared using the format of an SPG engaged only in
business‐type activities, with an economic resources measurement focus, under the accrual basis of
accounting. Under the accrual basis of accounting, revenues are recorded when earned and
expenses are recorded when incurred (when there is a legal contractual obligation to pay). The
statements are intended to report the public institution as an economic unit that includes all
measurable assets and liabilities, financial and capital, of the institution.
The statement of revenues, expenses and changes in net position for SPG’s engaged in business‐
type activities requires an operating/nonoperating format to be used. The College has elected to
report is operating expenses by functional classification. The statement of cash flows is presented
using the direct method, which depicts cash flows from operating activities and a reconciliation of
operating cash flows to operating income.
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HARFORD COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 1

FINANCIAL REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Basis of Presentation (Continued)
Colleges engaged in business‐type activities and reporting as BTAs follow GASB standards
applicable to proprietary (enterprise) funds.
One of the primary purposes of financial reporting is to account for resources received and used, as
well as accounted for and reported. In certain situations, both restricted and unrestricted net
position may be available to cover an expense incurred. In those few cases, as long as the expense
meets all of the requirements of the restricted net position, restricted resources would be applied
first.
Operating and Nonoperating Components
Financial statement operating components include all transactions and other events that are not
defined as capital and related financing, noncapital financing or investing activities. The College’s
principal ongoing operations determine operating flow activities. Ongoing operations in the College
include, but are not limited to, providing intellectual, cultural and social services through two‐year
associate degree programs, continuing education programs and continuous learning programs.
Operating revenues of the College primarily consist of tuition and fees, grants and contracts, and
auxiliary enterprise revenues.
Financial statement non‐operating components include transactions and other events that are
defined as noncapital financial activities, capital and related financing activities, and investing
activities. Noncapital financing activities include borrowing money for purposes other than to
acquire, construct or improve capital assets and repaying those amounts borrowed, including
interest. Also included are certain inter‐fund and intergovernmental receipts and payments such as
state appropriations and student organization transactions. Capital and related financing activities
include (a) acquiring and disposing of capital assets used in providing services or producing goods;
(b) borrowing money for acquiring, constructing or improving capital assets and repaying the
amounts borrowed, including interest; (c) paying for capital assets obtained from vendors on credit;
and (d) obtaining local, state, and federal grants for acquiring, constructing, or improving capital
assets. Investing activities include acquiring and disposing of debt or equity instruments.
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HARFORD COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 1

FINANCIAL REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Cash and Cash Equivalents
Cash and cash equivalents include debt instruments with a maturity at acquisition of three months
or less and funds invested in the Maryland Local Government Investment Pool (MLGIP), which
provides local governmental units of the State an investment vehicle for the short‐term investment
of funds. The College considers this investment to be a cash equivalent. Cash held for capital
projects is unrestricted as to use; however, the amounts have been set aside to cover expenditures
related to capital projects.
Accounts Receivable
The College has accounts receivable related to tuition and fees and other grant and contractual
relationships. Tuition receivables are obligations of students resulting from course registrations.
Amounts that remain uncollected are considered delinquent and may be referred to a collection
agency. The allowance for doubtful accounts was $452,987 and $1,218 at June 30, 2013 for the
College and Foundation, respectively.
The College’s tuition and fee revenue is reported net of any scholarship allowance. A scholarship
allowance is defined as the difference between the stated charges for tuition, goods and services
provided by the College, and the amount that is paid by the student and/or third parties making
payments on behalf of the student. The scholarship allowance represents the amount of dollars the
College receives as tuition from outside resources such as the Title IV Federal Grant Program,
restricted grants and the College’s own Board of Trustees grants. Funds received for tuition costs
from outside resources are reported in the appropriate revenue classification. Certain aid, such as
loans and third party payments, is credited to the student’s account as if the student made the
payment. The College netted student aid expense against tuition revenue in the amount of
$5,240,856 for fiscal year 2013.
Promises to Give
Contributions are recognized when the donor makes a promise to give to the Foundation that is, in
substance, unconditional. Contributions received are recorded as unrestricted, temporarily
restricted (expendable), or permanently restricted (nonexpendable) support depending on the
existence and/or nature of any donor restrictions.
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HARFORD COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 1

FINANCIAL REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Promises to Give (Continued)
Promises to give to be received in a future period are discounted to their net present value at the
time the revenue is recorded. The Foundation’s promises to give are discounted at a rate of 3%.
The Foundation uses the specific identification method to determine uncollectible promises to give.
As of June 30, 2013, management determined there were no uncollectible promises to give.
Investments
College and Foundation investments are carried at fair value. The College’s investments in the
MLGIP are reported at cost, which approximates fair value. Fair value is the quoted market price of
the investment or the net asset value for mutual funds. The change in unrealized appreciation or
depreciation of the Foundation’s marketable securities for the year is reflected in the statement of
revenue, expenses and changes in net position. Realized gains and losses on sales of investments
are computed on a specific identification basis and are recorded on the settlement date of the
transaction.
The Foundation invests in a professionally managed portfolio of mutual funds and money market
funds. Such investments are exposed to various risks such as interest rate, market and credit. Due
to the level of risk associated with such investments and the level of uncertainty related to changes
in the value of such investments, it is at least reasonably possible that changes in risks in the near
term would materially affect investment balances and the amounts reported in the financial
statements.
Inventories
Inventories are stated at the lower of cost or market and consist primarily of items held for sale in
the bookstore and consumable supplies. The cost of these items is recorded as an expense at the
time they are relieved from inventory for use. Inventories are determined by actual count and
priced on the first‐in, first‐out basis.
Capital Assets
Capital assets are recorded at cost or fair value at the date of donation in the case of gifts. The
College’s policy is to include only those capital assets with a purchase price or fair value at donation
of at least $2,500. The entire library collection is recorded and valued at cost or estimated cost.
Additions constructed via funds from State or County governmental agencies are stated at the cost.
The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend the life of the asset are not capitalized.
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HARFORD COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 1

FINANCIAL REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Capital Assets (Continued)
Depreciation is provided over the estimated economic life of the item on a straight‐line basis as
follows:
Category
Buildings
Computer Technology
Library Books
Furniture and Equipment
Land Improvements
Vehicles

Years
45
5
10
5 – 20
7 – 20
7

Encumbrances
The College maintains an encumbrance system for tracking outstanding purchase orders and other
commitments for materials or services not received during the year. Encumbrances at year‐end
represent the estimated amount of expenses ultimately to result if unperformed contracts in
process are completed. It primarily consists of encumbrances related to capital project spending.
Encumbrances outstanding do not constitute expenses or liabilities and are not reflected in these
component unit financial statements. Encumbrances at June 30, 2013 were $2,109,420.
Compensated Absences
It is the College’s policy to allow employees to bank unused annual vacation leave up to a maximum
of 10 days. Employees are allowed four months subsequent to fiscal year end to utilize any
vacation leave which exceeds this bank amount. Sick leave days carry over is not subject to
limitation. Sick leave days are not paid out at termination except in the case of retirement and 10
years of serviceable employment where a maximum of 360 days can be paid out at a per diem rate
of $30.
Deferred Revenue
Tuition and fees are recognized in the academic period that they are earned. Amounts received for
future semesters are deferred until earned in the related academic period. Tuition received for the
summer semester is recognized equally over two periods as approximately half the semester
relates to the current fiscal year and half of the semester occurs during the next fiscal year. The
Foundation’s deferred revenue represents amounts received for fundraising events held
subsequent to fiscal year‐end.
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HARFORD COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 1

FINANCIAL REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Net Position
Net position is classified as follows:
Net Investment in Capital Assets – This represents the College’s total investment in capital
assets, net of outstanding debt obligations related to those capital assets.
Restricted Net Position – Expendable – Expendable restricted net position includes resources for
which the College and Foundation are legally or contractually obligated to spend in accordance
with restrictions imposed by external parties.
Restricted Net Position – Nonexpendable – Nonexpendable restricted net position includes
resources for which the donor has stipulated, as a condition of the gift instrument, that the
principal is to be maintained in perpetuity and invested for the purpose of producing present
and future income.
Unrestricted Net Position – Unrestricted net position includes resources derived from student
tuition and fees, sales and services, unrestricted gifts, and interest income.
Restricted and unrestricted resources are tracked using a fund accounting system and are spent
in accordance with established fund authorities. Fund authorities provide rules for the fund
activity and are separately established for restricted and unrestricted activities. When both
restricted and unrestricted funds are available for expenditure, the decision for funding is
transactional based within the departmental management system in place at the College.
County Appropriations
County appropriations are provided to the College to fund general operations and certain
construction projects.
Other Postemployment Benefits
The College follows GASB Statement No. 45, Accounting and Financial Reporting by Employers for
Postemployment Benefits Other Than Pensions. This statement requires governments to recognize
an expense under the accrual basis for annual required other postemployment benefits
contributions, regardless of amounts paid. The cumulative difference between amounts expensed
and paid creates a liability (asset) similar to net pension obligations.
Income Tax Status
The College is exempt from federal and state income taxes as it is essentially a political subdivision
of the State. The Foundation is exempt from taxation pursuant to Internal Revenue Code
Section 501(c)(3). The Foundation follows the accounting standard covering uncertain tax positions.
The standard had no financial effect on the Foundation. The Foundation’s federal and state tax
returns for the years ended June 30, 2010, 2011 and 2012 are open for review by Federal and State
authorities.
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HARFORD COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 1

FINANCIAL REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the component unit financial statements and the reported amounts of
revenue and expenditures during the reporting period. Actual results could differ from those
estimates.

NOTE 2

CASH AND CASH EQUIVALENTS
State statutes authorized the College to invest in obligations of the United States Government,
federal government agency obligations, secured time deposits in Maryland banks, bankers’
acceptances, the Maryland Local Government Investment Pool (MLGIP), money market mutual
funds, commercial paper and repurchase agreements secured by direct government or agency
obligations.
The College is a participant of the MLGIP. The MLGIP was created under Maryland State Law and is
regulated by the Maryland State Treasurer’s Office. It is maintained exclusively to assist eligible
participants, as defined in Articles 95 and 22 of the Annotated Code of Maryland. The MLGIP may
invest in any instrument in which the State Treasurer may invest. Permissible instruments are
established by Section 6‐222 of the State Finance and Procurement Article. No direct investment
may have a maturity date of more than 13 months after its acquisition. Securities of the MLGIP are
valued daily on an amortized cost basis, which approximates market value, and are held to maturity
under normal circumstances.
The fair value of the position in the MLGIP is the same as the value of the MLGIP net assets
(shares). The MLGIP is a 2a‐7 like external investment pool, which issues a publicly available
financial report that includes financial statements and required supplementary information for the
MLGIP. This report can be obtained by writing: PNC Institutional Investments, Maryland Local
Government Investment Pool, 2 Hopkins Plaza, 4th Floor, Baltimore, Maryland, 21201.
At June 30, 2013, the carrying amount of the College deposits, including petty cash of $7,170, was
$3,589,449 and the bank balance was $4,749,249.
At June 30, 2013, the College had $23,765,447 invested in MLGIP.
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HARFORD COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 2

CASH AND CASH EQUIVALENTS (CONTINUED)
Cash and cash equivalents of the Foundation include money market funds which are available for
current operations. Money market funds included therein are stated at fair value, which
approximates cost. The Foundation maintains its cash in bank deposits, which at times may be
uninsured, and in money market funds which are uninsured. The Foundation has not experienced
any losses in such accounts.
Custodial Credit Risk – Deposits
Custodial credit risk for deposits is the risk that in the event of a bank failure, the College’s deposits
may not be recoverable. The College’s deposit policy for custodial credit risk is to have uninsured
deposits collateralized. As of June 30, 2013, $4,499,249 of the College’s bank balances of
$4,749,249 was being held by the Bank of New York Mellon as collateral in the College’s name.
Interest Rate Risk – Investments
The fair value of the investment in MLGIP may fluctuate with interest rates, and increasing interest
rates could cause fair value to decline below original cost. To limit the College’s exposure to fair
value losses arising from increasing interest rates, the College’s investment policy limits the term of
investment maturities. College management believes the liquidity in the portfolio is adequate to
meet cash flow requirements and to preclude the College from having to sell investments below
original cost for that purpose. At June 30, 2013, the MLGIP funds had a weighted average maturity
of 54 days.
Credit Risk – Investments
The College invests in the MLGIP which is under the administration of the State Treasurer. The
MLGIP is rated AAAm by Standard & Poor’s. The MLGIP seeks to maintain a constant value of $1.00
per unit. Unit value is computed using the amortized cost method. In addition, the net asset value
of the pool, marked to market, is calculated and maintained on a weekly basis to ensure a $1.00 per
unit constant value.
Custodial Credit Risk – Investments
The College does not have a formal investment policy for custodial credit risk. For an investment,
custodial credit risk is the risk that, in the event of failure of the counterparty, the College will not
be able to recover all or a portion of the value of its investments or collateral securities that are in
the possession of an outside party. At June 30, 2013, the College’s investments in the MLGIP are
not subjected to custodial credit risk.
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HARFORD COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 2

CASH AND CASH EQUIVALENTS (CONTINUED)
Foreign Currency Risk – Investments
The College’s investment policy does not allow for investments denominated in foreign currencies.

NOTE 3

HARFORD COMMUNITY COLLEGE FOUNDATION, INC. – INVESTMENTS
Investments of the Foundation are presented in the financial statements at fair value and consist of
the following as of June 30, 2013:
Fair Value
38,547
100,261
1,346,361
4,906,498
$
6,391,667

Cash Equivalents
Certificates of Deposit
Fixed Income Funds
Equity Funds
Total

$

$

$

Cost
38,547
100,000
1,330,364
4,528,301
5,997,212

Investment income consists of interest and dividends of $131,265 net of fees and realized and
unrealized gains of $464,178 for the year ended June 30, 2013.

NOTE 4

HARFORD COMMUNITY COLLEGE FOUNDATION, INC. – PROMISES TO GIVE
Promises to give consist of the following at June 30, 2013:
Promises to Give
Discount
Total

$
$

Amounts Due in:
Less than One Year
One to Five Years
More than Five Years
Total

$

$

(27)

859,754
(166,093)
693,661

45,491
334,333
479,930
859,754
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NOTE 5

RECEIVABLES AND PAYABLES
Receivables and payables of the College consist of the following at June 30, 2013:
Accounts Receivable:
Federal Government
State of Maryland
Student Receivables and Other
Total

NOTE 6

$

628,843
1,134,864
874,290
2,637,997

$

Accounts Payable:
Vendors
Retainage
Total

$

1,633,600
61,201
1,694,801

Accrued Liabilities:
Payroll and Payroll Taxes

$

1,063,420

$

CAPITAL ASSETS AND RELATED ACCUMULATED DEPRECIATION
The following is a summary of capital asset activity of the College for the year ended June 30, 2013:
Balance
June 30, 2012
Capital Assets Not Being Depreciated:
Land
Construction in Progress
Total Capital Assets Not Being
Depreciated
Capital Assets Being Depreciated:
Land Improvements
Buildings
Furniture and Equipment
Computer Technology
Vehicles
Library Books
Total Capital Assets Being
Depreciated
Less Accumulated Depreciation:
Land Improvements
Buildings
Furniture and Equipment
Computer Technology
Vehicles
Library Books
Total Accumulated Depreciation
Total Capital Assets, Net

$ 3,564,162
22,404,420

Addition
$

‐
978,339

Retirement
$

Balance
June 30, 2013

Transfer
‐
‐

$

‐
(22,226,367)

$ 3,564,162
1,156,392

25,968,582

978,339

‐

(22,226,367)

4,720,554

10,289,745
67,682,080
5,020,172
4,615,224
595,380
1,640,994

2,087,989
11,892,882
1,033,682
257,619
126,935
120,470

(67,721)
(452,961)
(719,208)
(627,133)
(51,100)
(264,283)

2,097,084
20,129,283
‐
‐
‐
‐

14,407,097
99,251,284
5,334,646
4,245,710
671,215
1,497,181

89,843,595

15,519,577

(2,182,406)

22,226,367

125,407,133

3,958,644
19,816,122
3,653,702
3,701,286
367,820
1,334,412
32,831,986

371,040
2,543,595
330,570
299,866
62,307
44,936
3,652,314

(22,009)
(219,138)
(641,261)
(618,980)
(51,100)
(264,283)
(1,816,771)

‐
‐
‐
‐
‐
‐
‐

4,307,675
22,140,579
3,343,011
3,382,172
379,027
1,115,065
34,667,529

$ 82,980,191

$ 12,845,602

‐

$ 95,460,158

(28)

$

(365,635)

$
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NOTE 7

COMPENSATED ABSENCES
Compensated absences activity for the year ended June 30, 2013 is as follows:
Ba l a nce
June 30,
2012
Compens a ted Abs ences

NOTE 8

$ 1,169,386

Addi ti on
$

109,922

Ba l a nce
June 30,
2013

Reti rement
$

(117,566)

$ 1,161,742

Ba l a nce
Due Wi thi n
Yea r
$

84,988

OPERATING LEASES
The College has entered into lease agreements for office equipment and office space that are
accounted for as operating leases. Minimum future lease payments under these agreements as of
June 30, 2013 are as follows:
Year Ending June 30,

Amount

2014
2015
2016

$

258,019
247,053
30,805

Total rent expense for the year ended June 30, 2013 was $337,210.

NOTE 9

RETIREMENT PLANS
The employees of the College are covered by one of the following defined benefit pension plans
affiliated with the State Retirement and Pension System of Maryland, a public employee retirement
system administered by the State Retirement Agency:





The Teachers’ Retirement System of the State of Maryland
The Pension System for Teachers of the State of Maryland
The Employees’ Retirement System of the State of Maryland
The Pension System for Employees of the State of Maryland
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NOTE 9

RETIREMENT PLANS (CONTINUED)
During the 1979 legislative session, the Maryland General Assembly created, effective January 1,
1980, The Pension System for Teachers of the State of Maryland and The Pension System for
Employees of the State of Maryland. Prior to this date, all teachers and related positions were
required to be members of The Teachers’ Retirement System of the State of Maryland, and non‐
certified positions were members of The Employees’ Retirement System of the State of Maryland.
All College employees who were members of the “Retirement System” at January 1, 1980 could
remain in that System, or elect to join the “Pension System”. All teachers hired within the state
after December 31, 1979 must join the “Pension System for Teachers”. All non‐certified employees
hired within the state after December 31, 1979 must join the “Pension System for Employees”. The
“Employees’ Retirement System” cover those employees not covered by the teachers’ plans. The
State of Maryland is able to modify these plans. The plans are classified as cost‐sharing, multiple‐
employer defined benefit plans.
These pension plans provide pension benefits and death and disability benefits. A member may
retire after 25 years of service from the Retirement System, and as early as age 55 and 15 years of
service from the Pension System. Benefits generally vest after 5 years of service. The State
Retirement Agency issues a publicly available financial report that includes the basic financial
statements and required supplementary information for the State System. The report may be
obtained by writing to the State Retirement and Pension System of Maryland, 120 East Baltimore
Street, Baltimore, MD 21202, or by calling 410‐625‐5555.
Funding Policy
Both the “Retirement System” and the “Pension System” for teachers and non‐certificated
employees are jointly contributory. Under the “Retirement System” employees contribute 5%‐7%
of their total gross salary and under the “Pension System” employees contribute 7% of their gross
salary. Effective January 1, 1980, in accordance with the law governing the Systems, all benefits of
the Systems are funded in advance. Annually appropriated employer contribution rates for
retirement benefits are determined using the entry age normal cost method. The method produces
an employer contribution rate consisting of (1) an amount for normal cost (the estimated amount
necessary to finance benefits earned by employees during the current service year), and (2) the
amount for amortization of the unfunded actuarial accrued liability.
Annual Pension Cost
College contributions totaling $67,473 and contributions by the State of Maryland to the Maryland
Retirement Pension System on behalf of the College totaling $1,320,634, or 13.29% of covered
payroll for fiscal year 2013, were made in accordance with actuarially determined contribution
requirements based on an actuarial valuation performed as of July 1, 2012. Additional
contributions were made by the State of Maryland to the Optional Retirement System on behalf of
the College totaling $435,305, or 7% of covered payroll for fiscal year 2013. Total annual pension
costs contributed by the State of Maryland and included within the chart below are $1,755,939 for
fiscal year 2013.
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NOTE 9

RETIREMENT PLANS (CONTINUED)
Annual Pension Cost (Continued)
A three‐year trend of the College’s annual pension cost is as follows:

Fi s ca l Yea r Ended
June 30,
2011
2012
2013

Tota l Annua l
Pens i on Cos t
(APC)

APC
Contri buted
by Col l ege

APC
Contri buted
by Sta te

2,127,253
2,291,049
1,823,412

78,539
82,281
67,473

2,048,714
2,208,768
1,755,939

Percenta ge
of APC
Contri buted
100.00%
100.00%
100.00%

Net
Pens i on
Obl i ga ti on
‐
‐
‐

The contributions made by the State of Maryland on behalf of the College were recognized as both
revenue and expenses as required by GASB Statement No. 24, Accounting and Financial Reporting
for Certain Grants and Other Financial Assistance.

NOTE 10

POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS
Plan Description
The College sponsors postemployment medical benefits under a single employer defined benefit
plan. Any full‐time employee of Harford Community College is eligible to participate in the plan. The
College allows access to the plan if the retiree: (a) retires or becomes disabled with an immediate
benefit from the State Retirement and Pension System of Maryland or (b) meets the minimum age
eligibility requirement to begin distribution from the Maryland Optional Retirement Plan (ORP) and
(c) has been actively participating within the College sponsored health plan for at least the most
recent ten (10) full consecutive years and (d) has at least 10 years of employment service. Disabled
participants must reach retirement eligibility. Dependents and surviving spouses of participants are
allowed access to the plan but must also pay the full premium. A closed group of retirees receives
an annual subsidy of $4,800 as part of a retirement window benefit program. As of June 30, 2013,
there were 7 eligible and participating retirees receiving an annual subsidy. The Plan does not issue
a stand‐alone financial report.
As of June 30, 2013, there were 51 participants out of 336 total participants receiving benefits.
Funding Policy
The College is funding plan benefits on a pay‐as‐you‐go basis.
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NOTE 10

POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (CONTINUED)
Annual OPEB Cost and Net OPEB Obligation
The College’s annual other postemployment benefit (OPEB) cost (expense) is calculated based on
the annual required contribution of the employer (ARC), 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 (or funding excess) over a period not to exceed 30 years. The following
table shows the components of the College’s annual OPEB cost for the year, the amount actually
contributed to the plan, and changes in the College’s net obligation.
Annual Required Contribution
Interest on Net OPEB Obligation
Adjustment to Annual Required Contribution
Annual OPEB Cost (Expense)
Contributions Made
Increase in Net OPEB Obligation
Net OPEB Obligation ‐ Beginning of Year
Net OPEB Obligation ‐ End of Year

$

$

95,000
5,000
(6,000)
94,000
(81,000)
13,000
120,221
133,221

The College’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan and
the net OPEB obligation for 2013, 2012 and 2011 were as follows:

Year Ended
June 30,
2013
2012
2011

Annual
OPEB Cost
$

94,000
92,000
67,000

Percentage
of Annual
OPEB Cost
Contributed
86.2%
93.5%
53.7%

Net OPEB
Obligation
$

133,221
120,221
114,221

Funding Status and Funding Progress
As of July 1, 2011, the most recent actuarial valuation date, the unfunded actuarial accrued liability
(UAAL) was $1,016,000. The covered payroll (annual payroll of active employees covered by the
plan) was $14,877,295, and the ratio of the UAAL to the covered payroll was 6.9%.
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NOTE 10

POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (CONTINUED)
Funding Status and Funding Progress (Continued)
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 the healthcare cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. The schedule of funding progress, presented as
required supplementary information following the notes to the financial statements, presents trend
information about whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuarial accrued liabilities for benefits.
Actuarial Methods and Assumptions
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.
In the July 1, 2011 actuarial valuation, the Projected Unit Credit method, with linear pro‐ration to
assumed benefit commencement, was used. The actuarial assumption includes a 4.0% investment
rate of return based upon the continuation of funding on a pay‐as‐you‐go basis and the general
fund investments can earn 4.0% over the long term. The UAAL is being amortized over 30 years
beginning July 1, 2007 using a 30‐year amortization as a level dollar amount. The remaining
amortization period at July 1, 2012 was 25 years.

NOTE 11

RISK MANAGEMENT
The College is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; employee health and accident; and natural disasters. The College
purchases commercial insurance to protect its interest in its property and equipment, insurance
against employee dishonesty and liability protection. The College is a member of the Harford
County Health Care Consortium. Health benefits are administered through CareFirst Blue Cross
Blue Shield. The Consortium was formed for the purpose of pooling resources to purchase health
insurance thereby reducing administrative expenses and expanding the provider network. At
June 30, 2013, the College had amounts on deposit with the trustee of the Consortium totaling
$6,433. To the extent that claims and administration costs exceed premiums paid, the College is
responsible for the excess but not more than 7% of premiums paid. Any claims in excess of 107% of
premiums are covered by additional insurance. An accrual of $317,102 for the self‐insured portion
is netted against the deposit in the statement of net position. A reconciliation of the activity of the
deposit is set forth as follows:
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NOTE 11

RISK MANAGEMENT (CONTINUED)

Fi s cal Yea r
Ended June
30,
2013
2012

NOTE 12

Begi nni ng
Bal ance
(Net)
$ 666,972
1,901,153

Premi um
$ 4,530,035
4,282,598

Cha nge i n
Li a bi l i ty
Incurred/
Interes t
for 7% of
Es ti mated
/Other
Premi ums
Expens es
Income Wi thdra wal
Pa i d
$ 5,174,422 $ 1,168 $
‐ $ 17,320
4,171,575
1,453
(1,250,000)
96,657

Endi ng
Bal a nce
(Net)
6,433
666,972

RELATED PARTY TRANSACTIONS
During the year ended June 30, 2013, the Foundation distributed $589,202 to the College for both
restricted and unrestricted purposes. The Foundation paid the College $46,203 for management
fees for the fiscal year 2013. In addition, the College paid, on behalf of the Foundation, a
percentage of various overhead‐related expenditures totaling approximately $9,757 for the year
ended June 30, 2013.
Complete financial statements for the Foundation can be obtained at 401 Thomas Run Road, Bel
Air, Maryland, 21015.

NOTE 13

HARFORD COMMUNITY COLLEGE – RESTRICTED NET POSITION
Restricted (expendable) net position is restricted for the following purposes as of June 30, 2013:
Technology
Loans
Total

$
$

16,228
69,523
85,751

The technology restricted (expendable) net position represents funds received as part of the State’s
Innovative Partnerships for Technology Program. Technology is defined in the law to mean any
hardware, software, communications infrastructure, and associated training and contracted
services that enable local or global presentation, exchange, and transmission of information in
digital or analog form for teaching, learning, student support services, and administration. The
definition of technology includes capital expenditures but does not include staff.
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NOTE 14

HARFORD COMMUNITY COLLEGE FOUNDATION, INC. – RESTRICTED NET ASSETS
Temporarily restricted net assets consist of the following as of June 30, 2013:
Endowment Investments and Earnings Restricted for:
Scholarships
Other
Contributions Restricted for:
Equipment and Programs
Scholarships
Loan Fund
Total

$

$

1,770,302
80,758
841,912
1,295,965
160,815
4,149,752

Permanently restricted net assets at June 30, 2013 are restricted in perpetuity with income
available to support the following purposes:
Scholarships
General Purpose
Specific Programs
Total

NOTE 15

$

$

2,903,185
310,000
3,150
3,216,335

COMMITMENTS AND CONTINGENCIES
The College has outstanding commitments for the following ongoing capital projects as of June 30,
2013:
Sports Complex
Nursing and Allied Health Building
Parking Improvements
Other Projects
Total

$

$

1,480,654
182,230
104,385
52,135
1,819,404

Funding for the new Nursing and Allied Health Building is primarily being generated through County
and State grants. The Sports Complex and Parking Improvement projects are being funded
internally.
As of the audit date, the College was named in a legal action. This claim is being defended
vigorously by counsel. The College believes the outcome of this claim will have no significant effect
on the College’s financial position or results of operations and therefore has not included any
provision for loss within these financial statements.
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NOTE 15

COMMITMENTS AND CONTINGENCIES (CONTINUED)
In July 2012, the College entered into a 20 year solar power purchase agreement with Tecta Solar
Harford, LLC (“Tecta”). Tecta will furnish, install, maintain and own four roof mounted solar electric
generating facilities at the College. The College has agreed to purchase all of the electricity
produced by these solar facilities according to the terms as set forth in the agreement with Tecta.
In the event of default by the College, Tecta is entitled to terminate the agreement and recover a
prescribed termination payment for the applicable billing year. The termination payment that
would be required in year 1 would be $3,240,169.

NOTE 16

NEW ACCOUNTING STANDARDS ADOPTED
The College adopted GASB Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre‐November 30, 1989 FASB and AICPA Pronouncements, as of June 30,
2013, which incorporates into the GASB’s authoritative literature certain FASB and AICPA
pronouncements issued on or before November 30, 1989 which do not conflict with or contradict
GASB pronouncements.
The College also adopted GASB Statement No. 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position, as of June 30, 2013, which changed the
Statement of Net Assets to the Statement of Net Position and provides guidance for reporting
deferred outflows and inflows of resources.

NOTE 17

RECENT GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) PRONOUNCEMENTS
In March 2012, the GASB issued Statement No. 65, Items Previously Reported as Assets and
Liabilities. The requirements of this Statement are effective for the fiscal year ending June 30, 2014.
Statement No. 65 clarifies the appropriate reporting of deferred outflows of resources and deferred
inflows of resources to ensure consistency in financial reporting. The College has not determined
the effect of GASB Statement No. 65 on the financial statements.
In March 2012, the GASB issued Statement No. 66, Technical Corrections – 2012 – an amendment of
GASB Statements No. 10 and No. 62. The requirements of this Statement are effective for the fiscal
year ending June 30, 2014. Statement No. 66 enhances the usefulness of financial reports by
resolving conflicting accounting and financial reporting guidance that could diminish the
consistency of financial reporting. The College has not determined the effect of GASB Statement
No. 66 on the financial statements.

(36)

HARFORD COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

NOTE 17

RECENT GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) PRONOUNCEMENTS
(CONTINUED)
In June 2012, the GASB issued Statement No. 67, Financial Reporting for Pension Plans – an
amendment of GASB Statement No. 25 and Statement No. 68, Accounting and Financial Reporting
for Pensions – an amendment of GASB Statement No. 27. The requirements of Statement No. 67
are effective for the fiscal year ending June 30, 2014. The requirements of Statement No. 68 are
effective for the fiscal year ending June 30, 2015. These Statements require governments providing
defined benefit pension plans to (1) recognize their long‐term obligation for pension benefits as
liabilities on the balance sheet, (2) more comprehensively and comparably measure the annual
costs of pension benefits, and (3) enhance disclosures and Required Supplementary Information for
pension plans. The College has not determined the effect of GASB Statements No. 67 and No. 68 on
the financial statements.

In January 2013, the GASB issued Statement No. 69, Government Combinations and Disposals of
Government Operations. The requirements of this Statement are effective for the fiscal year ending
June 30, 2015. Statement No. 69 establishes accounting and financial reporting standards related
to government combinations and disposals of government operations. The College has not
determined the effect of GASB Statement No. 69 on the financial statements.
In April 2013, the GASB issued Statement No. 70, Accounting and Financial Reporting for
Nonexchange Financial Guarantees. The requirements of this Statement are effective for the fiscal
year ending June 30, 2015. The objective of Statement No. 70 is to improve accounting and
financial reporting by state and local governments that extend and receive nonexchange financial
guarantees. The College has not determined the effect of GASB Statement No. 70 on the financial
statements.

(37)

HARFORD COMMUNITY COLLEGE
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS
JUNE 30, 2013
(UNAUDITED)

Schedule of Funding Progress

Actuarial
Valuation
Date
July 1,
2007
2011

Actuarial
Value of
Assets
(a)
$

‐
‐

Actuarial
Accrued
Liability
(AAL) ‐
Projected
Unit Credit
(b)

Unfunded
AAL
(UAAL)
(b ‐ a)

Funded
Ratio
(a / b)

Covered
Payroll
(c)

UAAL as a
Percentage
of Covered
Payroll
((b ‐ a) / c)

$ 905,610
1,016,000

$ 905,610
1,016,000

0%
0%

$ 15,076,279
14,877,295

6.0%
6.8%
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HARFORD COMMUNITY COLLEGE
BUDGETARY COMPARISON SCHEDULE
GENERAL OPERATING FUND
YEAR ENDED JUNE 30, 2013
(UNAUDITED)

REVENUES
Tuition and Fees
State of Maryland
Harford County, MD
Investment Income
Other Revenue
Total Revenues
EXPENDITURES
Instruction
Academic Support
Student Services
Institutional Support
Operations of Plant
Scholarships and Fellowships
Transfers
Total Expenditures
OPERATING SURPLUS (DEFICIT)

Budgeted
Amounts

Actua l
(Budgeta ry
Ba s i s )

$ 17,467,429
9,990,806
14,961,612
38,605
642,159
43,100,611

$ 17,177,927
9,990,807
14,961,612
29,629
782,849
42,942,824

18,501,660
6,434,767
4,981,531
8,441,461
4,573,523
1,008,931
2,248,415
46,190,288

18,032,989
6,121,109
4,915,732
8,152,357
4,451,472
935,360
2,248,415
44,857,434

$ (3,089,677)

$ (1,914,610)

Va ri a nce wi th
Budget
Fa vora bl e
(Unfa vorabl e)

$

(289,502)
1
‐
(8,976)
140,690
(157,787)

468,671
313,658
65,799
289,104
122,051
73,571
‐
1,332,854
$

1,175,067

This General Operating Fund Budgetary Comparison Schedule does not include fiscal year 2013 encumbrances
that represent commitments in the amount of $200,785.
The College transfers amounts from the general operating fund balance to offset any deficit incurred for the
year.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Harford Community College
Bel Air, Maryland

We have audited the financial statements of the business‐type activities and the discretely presented
component unit of the College, as of and for the year ended June 30, 2013, and the related notes to the financial
statements, which collectively comprise the College’s basic financial statements, and have issued our report
thereon dated September 4, 2013. 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. The financial
statements of The Harford Community College Foundation, Inc., the discretely presented component unit, were
not audited in accordance with Government Auditing Standards.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the College'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 College’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the College’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 College'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.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the result of that testing, and not to provide an opinion on the effectiveness of the entity’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 entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

CliftonLarsonAllen LLP
Plymouth Meeting, Pennsylvania
September 4, 2013

(41)

CliftonLarsonAllen LLP
www.cliftonlarsonallen.com

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS THAT
COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A‐133

Board of Trustees
Harford Community College
Bel Air, Maryland

Report on Compliance for Each Major Federal Program
We have audited Harford Community College’s (the College) compliance with the types of compliance
requirements described in the OMB Circular A‐133 Compliance Supplement that could have a direct and material
effect on the College’s major federal program for the year ended June 30, 2013. The College’s major federal
program is identified in the summary of auditors’ 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.
Auditors’ Responsibility
Our responsibility is to express an opinion on compliance for the College’s major federal program 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 College’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion on compliance for the College’s major
federal program. However, our audit does not provide a legal determination of the College’s compliance.
Opinion on Major Federal Program
In our opinion, the College complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on its major federal programs for the year ended
June 30, 2013.
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Other Matters
The results of our auditing procedures disclosed an instance of noncompliance, which is required to be reported
in accordance with OMB Circular A‐133 and which is described in the accompanying schedule of findings and
questioned costs as item 13‐1. Our opinion on the major federal program is not modified with respect to this
matter.
The College’s response to the noncompliance finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. The College’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 College 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
of compliance, we considered the College’s internal control over compliance with the types of requirements that
could have a direct and material effect on a major federal program to determine the auditing procedures that
are appropriate in the circumstances for the purpose of expressing an opinion on compliance for a 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 College’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 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. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.
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 result of that testing based on the requirements of OMB Circular A‐
133. Accordingly, this report is not suitable for any other purpose.

CliftonLarsonAllen LLP
Plymouth Meeting, Pennsylvania
September 4, 2013
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HARFORD COMMUNITY COLLEGE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2013
Federal Grantor/Pass‐Through Grantor/Program Title
U.S. DEPARTMENT OF EDUCATION
Direct Awards:
Student Financial Assistance Cluster:
Federal Supplemental Educational Opportunity Grant
Federal Work‐Study Program
Federal Work‐Study Program
Federal Pell Grant Program
Federal Pell Grant Program
Federal Direct Loan Program
Federal Direct Loan Program
Total Student Financial Assistance Cluster
Administered through the Maryland State Department of
Education (MSDE):
Voc. Ed. Act ‐ Adult Education Title IIA:
Title 1C Program Improvement
Title 1C Program Improvement
Total Voc. Ed. Act ‐ Adult Education Title IIA
Child and Career and Professional Development
Total Federal Programs Administered
through the MSDE

CFDA*
Number

Grant
Number

Total
Grant Award

Grant
Expenditures

84.007
84.033
84.033
84.063
84.063
84.268
84.268

07A121752
033A111752
033A121752
63P112923
63P122923
P268K101554
P268K111554

85,197
108,215
108,215
(15,758)
6,848,588
(4,053)
2,168,639

84.048
84.048

124725
134790

154,207
168,581

7,624
168,291
175,915

93.575

134465

44,664

33,547

$

69,022
3,485
99,143
(15,758)
7,297,755
(4,053)
2,299,118
9,748,712

209,462

Administered through the Maryland State Department of
Labor, Licensing and Regulation (MSDLLR):
Adult Basic Education Act:
Adult Basic Education
Total Federal Programs Administered
through the MSDLLR
Total U.S. Department of Education

84.002A

POOP3400268

178,865

178,865
178,865
10,137,039

U.S. SMALL BUSINESS ADMINISTRATION
Administered through Maryland Small Business Development:
Small Business Development Centers
Small Business Development Centers
Small Business Development Centers
Total U.S. Small Business Administration
U.S. DEPARTMENT OF LABOR
Administered through Susquehanna Workforce:
Susquehanna Workforce Network Youth Program
Susquehanna Workforce Network Youth Program
Total U.S. Department of Labor

59.037
59.037
59.037

Q002301
Q002301
Z974704

127,288
126,766
134,000

8,945
90,721
36,884
136,550

17.259
17.259

P116Z080033
P116Z080033

8,550
74,490

9,272
62,211
71,483

45.164

LJ‐50013‐11

2,500

2,472
2,472

47.076
47.076

09‐CC02‐006
1241748

24,516
74,000

2,172
2,823

NATIONAL ENDOWMENT FOR THE HUMANITIES
Making Sense of the American Civil War
Total National Endowment for the Humanities
NATIONAL SCIENCE FOUNDATION
Information Assurance Project
Cyber Security Education
Total National Science Foundation

4,995

U.S. ARMY RESEARCH OFFICE
STEM Teaching Academy

12.63

W911NF‐10‐2‐0076

38,719

55,411

Total U.S. Army Research Office

55,411

Total Federal Awards Expended
*CFDA ‐ Catalog of Federal Domestic Assistance

$
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10,407,950

HARFORD COMMUNITY COLLEGE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2013
NOTE 1

SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The accompanying Schedule of Expenditures of Federal Awards is prepared on the accrual basis of
accounting.
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HARFORD COMMUNITY COLLEGE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2013

A. SUMMARY OF AUDITOR’S RESULTS
1.

The auditors’ report expresses an unqualified opinion on the financial statements of Harford
Community College.

2.

No material weaknesses or significant deficiencies were identified and disclosed during the audit of
the financial statements of Harford Community College.

3.

No instances of material noncompliance were identified during the audit of the financial statements of
Harford Community College.

4.

No material weaknesses or significant deficiencies were identified during the audit of the major
federal award program of Harford Community College.

5.

The auditors’ report on compliance for the major federal award programs for Harford Community
College expresses an unqualified opinion.

6.

Audit findings relative to the major federal award programs for Harford Community College are
reported in Part C of this schedule.

7.

The programs tested as major programs include:
Program

CFDA Number

Student Financial Aid Cluster

Various

8.

The threshold for distinguishing type A and B programs was $300,000.

9.

Harford Community College was determined to be a low risk auditee.

B. FINDINGS – FINANCIAL STATEMENT AUDIT
NONE
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HARFORD COMMUNITY COLLEGE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2013

C. FINDINGS AND QUESTIONED COSTS – MAJOR FEDERAL AWARD PROGRAM AUDIT
CURRENT YEAR
13‐1
Condition: National Student Loan Data System (NSLDS) Enrollment Reporting
During our testing, we noted one student out of twenty‐six tested whose enrollment status was not
properly reported to NSLDS.
Criteria:
Based on Department of Education (ED) guidelines, enrollment statuses of all students receiving federal
loan funds must be kept current with the NSLDS. Colleges are required to report all student enrollment
status changes within thirty days of becoming aware of these changes and must report them as of the date
the statuses became effective.
Questioned Costs:
The costs in question consist of all interest on subsidized Stafford loans that would have begun accruing six
months after the students’ actual withdrawal dates. Due to the significant number of variables which could
affect these questioned costs, we are currently unable to place an estimated dollar value on the costs in
question.
Effect:
The student was not properly reported as withdrawn to NSLDS effectively delaying the start of the six‐
month repayment grace period given to students.
Auditors’ Recommendation:
We recommend the College review its policies and procedures surrounding reporting enrollment status
changes to NSLDS. ED regulations specify that students must be considered withdrawn if they cease
enrollment in any classes; the regulations provide further guidance on how to determine the exact
withdrawal date that must be reported. We further recommend the College review its policies around
enrollment status definitions and ensure these definitions are in compliance with ED regulations.
Management’s Response:
The College has researched the issue and has looked at grading and reporting practices of other community
colleges in our area. We will be proposing new grading procedures for faculty to use when reporting a
student who has stopped attending classes. Such a procedure will designate on the official transcript that
the F grade is due to non‐attendance and will capture the last date of attendance for the purposes of
reporting accurate data to the National Clearinghouse. Additionally, the College will devise a way to report
these students on the monthly Clearinghouse reporting schedule. The College has hired a consultant from
Ellucian to provide guidance and assistance in putting the new practice in place.
PRIOR YEAR
NOT APPLICABLE
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