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Independent Auditor’s Report
To the Mayor and Common Council
City of Westminster, Maryland
We have audited the accompanying financial statements of the governmental activities, the business-type
activities, and each major fund of the City of Westminster, Maryland as of and for the year ended June
30, 2012, which collectively comprise the City of Westminster’s basic financial statements, as listed in the
table of contents. These financial statements are the responsibility of the City of Westminster, Maryland’s
management. 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 of
material misstatement. An audit includes consideration of internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the City’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, and each major
fund of the City of Westminster, Maryland as of June 30, 2012, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.
In accordance with Government Auditing Standards, we have also issued our report dated October 30,
2012, on our consideration of the City of Westminster, Maryland’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.
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Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 5 through 15; schedule of revenues, expenditures, and changes in fund
balance – budget to actual – General Fund on page 63; schedule of funding progress – combined state
retirement and pension system of Maryland on page 64; and schedules of funding progress and employer
contributions – other postemployment benefits plan on page 65 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.

Frederick, Maryland
October 30, 2012
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CITY OF WESTMINSTER, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012
As management of the City of Westminster, Maryland, we offer readers of the
accompanying financial statements this narrative overview and analysis of the financial
activities of the City of Westminster for the fiscal year ended June 30, 2012. The objective
of this discussion and analysis of the City’s financial statements is to provide an overview of
its financial activities for the past fiscal year.

Financial Highlights:


The assets of the City exceeded its liabilities at the close of the most recent fiscal
year by $99,106,163 (net assets). Of this amount $44,093,809 was for governmental
activities and $55,012,354 was for business type activities. The amount of net assets
that were unrestricted at year end was $5,926,862 for governmental activities and
$9,597,503 for business type activities.



The total net assets increased by $6,714,035 over FY2011. Governmental activities
increased by $4,040,492 while business type activities increased by $2,673,543. The
increase in Governmental activities included an inter-fund loan receivable and
increases in cash from the excess of revenues over expenditures. Business activities
were stimulated by increased revenues and lower than expected expenses.



Interest earned is being utilized to fund current operations as legislatively allowed.



At the close of FY 2012, the governmental funds included a combined ending fund
balance of $9,990,101, which is an increase of $2,263,754 over the prior year.
Approximately 58% of this fund balance amount is unreserved and available for
spending at government discretion.



At the end of the current fiscal year, the unassigned fund balance of $5,810,439 was
contained only in the General Fund. There were no unassigned funds in the Public
Housing Agency Fund.



The tax rate for property taxes and business personal and tangible property taxes
remained unchanged. The property tax rate was unchanged at $0.58 per $100 of
assessable real property value. The tax rate for business personal and tangible
property was unchanged at $1.10 per $100 of personal property value.

Overview of the Financial Statements:
This discussion and analysis is intended to serve as an introduction to the City’s basic
financial statements. The basic financial statements are comprised of three components:
1) Government wide financial statements,
2) Fund financial statements and,
3) Notes to the financial statements.
This report also contains other required supplementary information in addition to the basic
financial statements themselves.
Government-wide Financial Statements: The government-wide financial statements
are designed to provide readers with a broad overview of the City’s finances, in a manner
similar to a private sector business.
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CITY OF WESTMINSTER, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012
The statement of net assets presents information on all of the City’s assets and liabilities
with the difference between the two reported as net assets. Over time changes in net assets
may serve as a useful indicator of whether the financial position and condition of the City is
improving or deteriorating.
The statement of activities presents information showing how the government’s net assets
changed during the most recent fiscal year. All changes in net assets are reported when the
underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will
result in cash flows in future fiscal periods (ex. earned but unused annual leave).
Both of the government-wide financial statements referenced above distinguish functions of
the City that are principally supported by taxes and intergovernmental revenues
(governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type activities).
The governmental activities of the City include general government, public safety (police),
public works (streets and sanitation), recreation and parks and community development
(including the Public Housing Agency). The business-type activities of the City include the
sewer and water services.
Fund Financial Statements: A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The City, like other state or local governments, uses fund accounting to ensure
and demonstrate compliance with finance related legal requirements. All of the funds of
the City can be divided into two different categories: governmental funds and proprietary
funds.
Governmental Funds: Governmental funds are used to account for essentially the
same functions reported as governmental activities in the government-wide financial
statements.
However, unlike the government-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the
end of the fiscal year. Such information may be useful in evaluating a government’s
near term financial requirements.
Because the focus of governmental funds is narrower than that of the government
wide financial statements, it is useful to compare the information presented for
governmental funds with similar information presented for governmental activities
in the government wide financial statements. By doing so readers may better
understand the long-term impact of the government’s near-term financial decisions.
Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures and changes in fund balances provide a reconciliation to
facilitate this comparison.
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CITY OF WESTMINSTER, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012
The City maintains two governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures and changes in fund balances for:
1) The General Fund, and
2) The Public Housing Agency Fund (PHA)
The City appropriates annual budgets for its governmental funds.
comparison statement for the general fund has been provided.

A budgetary

Proprietary Funds: The City maintains only one type of proprietary fund:
Enterprise funds. Enterprise funds are used to report the same functions presented
in business-type activities in the government-wide financial statements. The City
uses enterprise funds to account for its sewer and water services.
Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. The proprietary fund financial statements
provide separate information for the Sewer and Water Funds, which are considered
to be major funds of the City.
Notes to the Financial Statements: The notes provide additional information that is
essential to a full understanding of the date provided in the government-wide and fund
financial statements.

Financial Analysis of the City as a whole
As noted earlier, net assets may serve over time as a useful indicator of a government’s
financial condition and position. In the case of the City, assets exceeded liabilities by
$99,106,163 at the close of the most recent fiscal year. The City’s net assets are divided
into three categories: invested in capital assets (net of related debt), restricted net assets
and unrestricted net assets. The largest portion of the City’s investment is in capital assets
(e.g. buildings, improvements, streets, bridges, equipment, vehicles, sewer and water
systems, and furniture and fixtures), less any related debt used to acquire those assets that
is still outstanding. These net assets represent 73% of the total net assets reported. The
City uses these capital assets to provide services to citizens; consequently, these assets are
not available for future spending. Although the City’s investment in its capital assets is
reported net of debt, it should be noted that the resources needed to repay this debt must be
provided from operating revenue since the capital assets themselves cannot be used to
liquidate these liabilities.
Restricted net assets of $10,618,722 represent 11% of total net assets. Restricted net
assets are resources that are subject to external restrictions or enabling legislation on how
they may be used. Unrestricted net assets of $15,524,365 represent 16% of total net assets
and may be used to meet the government’s on-going obligations to citizens and creditors.
At the end of the current year, the City is able to report positive balances in all three
categories of net assets, for the government as a whole, as well as for its separate
governmental and business-type activities.
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Governmental Activities: A graphic representation of the City’s Governmental Activities Revenues and Expenses
is shown below. Each component is accompanied by the percentage of the total it represents.
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Business-type activities: A graphic representation of the City’s Business-Type Activity Revenues and Expenses is
shown below.
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Financial Analysis of the Government’s Funds:
As noted earlier, the City of Westminster, Maryland uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements.
Governmental Funds: The focus of the analysis of the City’s governmental funds
is to provide information on near-term inflows, outflows, and balances of spendable
resources. Such information is useful in assessing the City’s financial requirements.
In particular, unreserved fund balance may serve as a measure of a government’s
net resources available for appropriation as revenue in the subsequent fiscal year.
As of the end of the current fiscal year, the City’s governmental funds reported
combined ending fund balances of $9,990,101. Approximately 6% of the fund
balance, $555,504, is restricted for the Public Housing Agency. An additional 27%
has been restricted as follows:
o
o
o

$1,579,781 restricted for Capital Improvement Projects
$899,426 restricted for Infrastructure Growth
$260,139 for Westminster Fire Department

The total General Fund balance increased $2,506,760 during FY2012, due to
revenues exceeding budgeted levels, coupled with lower expenditures. Public
Housing Agency Fund balance decreased $243,006 due to funding reductions from
U.S. Department of Housing and Urban Development (HUD) in an effort to reduce
Housing Assistance Payments (HAP) and Administration (Admin) equity reserves.
Proprietary Funds: The City’s proprietary funds analysis provides the same type
of information found in the governmental activities financial statements, but in
more detail.
The Sewer Fund and the Water Fund are the two enterprise operations for the City
and net cash from their operating activities totaled $3,809,225. Although revenues
exceeded expenses for FY2012, the surplus was not at a sufficient enough level to
fund either the Operating Reserve or the 3R Reserve. The total amount of
unrestricted net assets for the Sewer and Water Funds were $4,457,137 and
$5,140,366, respectively. Other factors concerning the finances of these funds have
already been addressed in the discussion of the City’s business-type activities.

General Fund Budgetary Highlights:
The budgetary statement of the General Fund show actual revenues of $16,340,858
compared to budgeted amount of $15,289,684, an overall surplus of $1,051,174. The major
differences between the final budged amounts and the actual revenues are as follows:




Actual income taxes were more than budget by $580,277
Actual admission & amusement taxes were more than budget by $82,334
Actual licenses & permits fees were more than budget by $50,486
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Actual General Fund expenditures were less than budget by $2,594,036
primarily driven by under-spending of approximately $300,000 associated with
anticipated storm drain expense related to Maryland Department of the
Environment (MDE) regulation that did not take effect, approximately $58,000
for snow removal, approximately $86,000 for street sanitation, approximately
$93,000 for facility costs and approximately $500,000 in capital outlay
expenditures
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Capital Asset and Debt Administration:
Capital Assets: The City of Westminster, Maryland has implemented the provisions of
Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial
Statements and Management’s Discussion and Analysis for State and Local Governments
that requires the retroactive reporting of major general infrastructure assets. The
information for the assets other than infrastructure assets was based on historical costs.
The costs for the major infrastructure assets were developed by the Planning Department
based on a combination of historical costs, where available and were otherwise developed
based on the present value of those infrastructure assets, discounted to the year of
acquisition. All of the infrastructure assets that were paid with City’s funds have been
included in these financial statements. For its business-type activities, the City has always
reported all capital assets as required for proprietary funds.
The City’s investment in capital assets for its governmental and business-type activities as
of June 30, 2012, amounted to $91,216,424 (net of accumulated depreciation). This
investment in capital assets includes land, buildings, improvements, streets, bridges,
equipment, vehicles, sewer and water systems, furniture and fixtures and construction in
progress.
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Commitments:
The City is committed under the following contracts for construction and related projects as
of June 30, 2012:

Long-term Debt:
At the end of FY2012, the City had total bond and loan principal outstanding of
$18,182,966, which is debt backed by the full faith and credit of the City. Of that amount
$5,446,700 is General Fund infrastructure bonds and $12,736,266 is Water Fund Drinking
Water bonds. In addition, there are capital lease obligations for other equipment in the
amount of $192,208.
There are three other types of long-term obligations of the City that do not have mandatory
payment terms. The first is a non-interest obligation to the Carroll County Commissioners
of Maryland related to agreements to provide water service totaling $233,828. The second
was for compensated absences in the amount of $578,668. Compensated absences are the
total amount of leave liability that the City would owe employees upon their termination.
The third are accrued Other Post-Employment Benefits (OPEB) totaling $1,090,000. This
is a liability identified per the requirements of GASB 45 for retiree benefits. When
considering these additions, total long-term debt at June 30, 2012 is $20,277,670 and at
June 30, 2011 was $21,022,403.


Annual Debt Service: During FY 2012 principal, interest and administrative
fee payments of $1,653,972 were made on all bonds and leases. During FY 2013,
$1,633,589 is expected to be paid for debt service obligations of principal, interest
and administrative fees.

Request for Information:
This financial report is designed to provide a general overview of the City of Westminster,
Maryland’s finances for all those with an interest in the government’s finances. Questions
concerning any of the information provided in this report or requests for additional
information should be addressed to the Treasurer and Director of Finance, City of
Westminster, 56 W. Main Street, 1st Floor, Westminster, Maryland, 21157.
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CITY OF WESTMINSTER, MARYLAND
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2012
Note 1.

Overview and Summary of Significant Accounting Policies
Reporting Entity
The City of Westminster, Maryland, (the City), was incorporated as a city by Chapter
418 of the Acts of 1838. That charter was amended by Chapter 335 of the Acts of 1856,
which characterized the municipality as a city known as the Mayor and Common
Council of Westminster.
The City operates under a Mayor-Council supervised form of government and provides
the following services as authorized by its charter: general administrative, planning
and zoning, public safety, highways and streets, parking, sanitation, recreation and
culture, community development and housing, and water and sewer services.
The City’s financial statements are prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP). The Governmental
Accounting Standards Board (GASB) is responsible for establishing GAAP for state
and local governments through its pronouncements (Statements and Interpretations).
Governments are also required to follow the pronouncements of the Financial
Accounting Standards Board (FASB) issued through November 30, 1989 (when
applicable), that do not conflict with or contradict GASB pronouncements. The City
has elected not to apply FASB pronouncements issued after November 30, 1989.
In evaluating how to define the City for financial reporting purposes, management has
considered all potential component units. The basis for determining component units
is the governing body’s ability to exercise oversight responsibility. The most
significant manifestation of this ability is financial interdependency.
Other
manifestations of the ability to exercise oversight responsibility include, but are not
limited to, the selection of governing authority, the designation of management, the
ability to significantly influence operations and accountability for fiscal matters. The
other criterion used to evaluate potential component units for inclusion or exclusion
from the reporting entity is the existence of special financing relationships, regardless
of whether the City is able to exercise oversight responsibilities. Based upon the
application of these criteria, there are no separate component units of the City.
Basic Financial Statements - Government-Wide Financial Statements
The City’s basic financial statements include both government-wide (reporting the
City as a whole) and fund financial statements (reporting the City’s major funds).
Both the government-wide and fund financial statements categorize primary activities
as either governmental or business-type. The City’s general government (general
administrative, planning, and zoning), public safety, public works (highways and
streets, parking, and sanitation), recreation and culture, and community development
and housing services are classified as governmental activities. The City’s water and
sewer services are classified as business-type activities.
In the government-wide statement of net assets, both the governmental and businesstype activities columns (a) are presented on a consolidated basis by column, (b) and are
reported on a full accrual, economic resource basis, which recognizes all long-term
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assets and receivables as well as long-term debt and obligations. The City’s net assets
are reported in three parts - invested in capital assets, net of related debt; restricted
net assets; and unrestricted net assets. The City first utilizes restricted resources to
finance qualifying activities.
The government-wide statement of activities reports both the gross and net cost per
functional category (public safety, public works, etc.), which are otherwise being
supported by general government revenues (property and income taxes and certain
intergovernmental revenues). The statement of activities reduces gross expenses
(including depreciation) by related program revenues, operating and capital grants,
and contributions. The program revenues must be directly associated with the
function or business-type activity. Program revenues include revenues from fines,
licenses and permit fees, and charges for services. Operating grants include operatingspecific and discretionary (either operating or capital) grants while the capital grant
column reflects capital-specific grants.
The net costs (by function or business-type activity) are normally covered by general
revenue (property and income taxes, intergovernmental revenues, interest income,
etc). The City does not allocate indirect costs.
This government-wide focus is more on the sustainability of the City as an entity and
the change in the City’s net assets resulting from the current year’s activities.
Basic Financial Statements - Fund Financial Statements
The financial transactions of the City are reported in individual funds in the fund
financial statements. Each fund is accounted for by providing a separate set of selfbalancing accounts that comprises its assets, liabilities, reserves, fund equity,
revenues, and expenditures/expenses. The various funds are reported by generic
classification within the financial statements.
The City utilizes various criteria (percentage of the assets, liabilities, revenues or
expenditures/expenses of either fund category or the governmental and enterprise
combined) for the determination of major funds.
Governmental Funds
Governmental funds are those through which most governmental functions of the
City are financed. Governmental funds reporting focuses on the sources, uses, and
balances of current financial resources. Expendable assets are assigned to the
various governmental funds according to the purpose for which they may or must
be used. Current liabilities are assigned to the fund from which they will be paid.
The difference between governmental fund assets and liabilities is reported as fund
balance. The following is a description of the City’s major governmental funds:
General Fund - The General Fund is the primary operating fund of the City. It
is used to account for all financial resources except those legally or
administratively required to be accounted for in another fund.
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Public Housing Agency Fund - The Public Housing Agency Fund is used to
account for the proceeds of federal funds regulated by the Department of
Housing and Urban Development, and for the expenditures that are legally
restricted for low income housing program purposes.
Proprietary Funds
The focus of proprietary fund measurement is upon determination of operating
income, changes in net assets, financial position, and cash flows. The generally
accepted accounting principles applicable are those similar to businesses in the
private sector. Proprietary funds distinguish operating revenues and expenses
from non-operating items. Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with the
proprietary fund’s principal ongoing operations. The principal operating revenues
for the City’s proprietary funds are charges for water and sewer services.
Operating expenses for the City’s proprietary funds include source of supply, water
and sewer treatment and pumping costs, water and sewer transmission and
distribution costs, administrative and general, and depreciation on capital assets.
All revenues or expenses not meeting this definition are reported as non-operating
revenues and expenses.
The City’s proprietary funds are all classified as enterprise funds. Enterprise
funds are required to be used to account for operations for which a fee is charged to
external users for goods or services and the activity (a) is financed with debt that is
solely secured by a pledge of the net revenues, (b) has third party requirements
that the cost of providing services, including capital costs, be recovered with fees
and charges or (c) establishes fees and charges based on a pricing policy designed
to recover similar costs. The following is a description of the City’s major
enterprise funds:
Water Fund - The Water Fund is used to account for the revenues generated
from the charges for distribution of water to residential and commercial users
of the City.
Sewer Fund - The Sewer Fund is used to account for the revenues generated
from the charges for sewer services provided to residential and commercial
users of the City.
Basis of Accounting
Basis of accounting refers to the point at which revenues or expenditures/expenses are
recognized in the accounts and reported in the financial statements. It relates to the
timing of the measurements made regardless of the measurement focus applied.
Accrual - Both governmental and business-type activities in the government-wide
financial statements and the proprietary fund financial statements are presented
on the accrual basis of accounting. Revenues are recognized when earned and
expenses are recognized when incurred, regardless of the timing of related cash
flows. Property taxes are recognized as revenues in the year for which they are
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levied. Grants and similar items are recognized as revenue as soon as all eligible
requirements imposed by the provider have been met.
Modified Accrual - The governmental funds financial statements are presented on
the modified accrual basis of accounting. Under the modified accrual basis of
accounting, revenues are recorded when susceptible to accrual; i.e., both
measurable and available. “Available” means collectible within the current period
or within 60 days after year-end. Expenditures are generally recognized under the
modified accrual basis of accounting when the related liability is incurred. The
exception to this general rule is that principal and interest on general obligation
long-term debt, if any, is recognized when due.
In applying the “susceptible to accrual” concept to intergovernmental revenues, the
provider should recognize liabilities and expenses and the recipient should
recognize receivables and revenue when the applicable eligibility requirements,
including time requirements, are met. Resources transmitted before the eligibility
requirements are met should, under most circumstances, be reported as advances
by the provider and as deferred revenue by the recipient.
Cash and Cash Equivalents
The City considers all highly liquid investments purchased with a maturity of three
months or less to be cash equivalents. The carrying amount approximates estimated
fair value because of the short maturity of those instruments.
Receivables
All receivables are reported original invoice amount less an estimate for uncollectible
amounts. It is management’s policy to use the aggregate of all accounts that are
delinquent one year or more on police tickets, 20 percent of the aggregate of all family
center accounts, and 60 percent of the aggregate housing assistance repayments as the
basis and determination of the allowance for doubtful accounts. For proprietary funds,
management determines the provision for doubtful accounts by regularly evaluating
individual customer receivables and considering a customer’s financial condition,
credit history and current economic conditions. Accounts receivable are written off
when deemed uncollectible. Recoveries of accounts receivable previously written off
are recorded when received.
Unbilled Services
Unbilled customer service receivables for water consumption and related sewer
charges are based upon the actual quantity of water used during the subsequent
billing periods and the previous year’s respective billing periods, depending on the
availability of related reading when unbilled services are estimated.
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Prepaid Items
Payments made to vendors for services that will benefit periods beyond June 30, 2012,
are reported as prepaid items using the consumption method by recording a current
asset for the prepaid amount at the time of purchase and reflecting the
expenditure/expense in the year in which services are consumed.
Inventory
Inventories of materials are maintained in the General, Water, and Sewer Funds.
Materials are carried in an inventory account at cost using the first-in, first-out
method and are subsequently charged to expenditures when consumed.
Capital Assets
Capital assets used in governmental fund type operations are accounted for in the
government-wide financial statements, rather than in governmental funds.
All capital assets are valued at historical cost or estimated historical cost if actual
historical cost is not available. Donated fixed assets are valued at their estimated fair
value on the date donated. Capital assets with a value of $10,000 or more are
capitalized by the City. Capital assets are depreciated using the straight-line method
over the following estimated useful lives:
Years
Governmental Funds
Buildings and Building Improvements
Equipment
Infrastructure

20 - 40
5 - 10
7 - 40

Water Fund
Other Equipment
Transmission and Distribution Equipment
Utility Plant and Equipment
Wells and Water Sources

5 - 10
10 - 100
10 - 40
10 - 100

Sewer Fund
Other Equipment
Transmission and Distribution Equipment
Utility Plant and Equipment

5 - 10
20 - 75
5 - 40

Government-Wide Financial Statements - In the government-wide financial
statements, fixed assets are accounted for as capital assets.
Depreciation of all exhaustible fixed assets is recorded as a direct expense in the
statement of activities, with accumulated depreciation reflected in the statement of
net assets.
Additions are recorded at cost or, if contributed property, at their estimated fair
value at time of contribution. Repairs and maintenance are recorded as expenses;
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renewals and betterments are capitalized. The sale or disposal of fixed assets is
recorded by removing cost and accumulated depreciation from the accounts and
charging the resulting gain or loss to income.
Fund Financial Statements - In the fund financial statements, fixed assets used in
governmental fund operations are accounted for as capital outlay expenditures of
the governmental fund upon acquisition. Fixed assets used in proprietary fund
operations are accounted for the same as in the government-wide financial
statements.
Interfund Activity
The City allocates to several funds a percentage of the salaries and wages and related
costs of personnel who perform general and administrative services for such funds but
are paid through the General Fund.
Sales of goods and services between funds are reported as revenues in the seller funds
and as expenditures/expenses in the purchaser funds. Flows of cash or goods from one
fund to another without a requirement for repayment are reported as interfund
transfers. Interfund transfers are reported as other financing sources/uses in
governmental funds, and after non-operating revenues/expenses in proprietary funds.
On fund financial statements, interfund loans are classified as interfund
receivables/payables. These amounts are eliminated in the statement of net assets,
except for amounts due between governmental and business-type activities, which are
presented as internal balances.
Compensated Absences
Permanent employees are granted vacation leave based on the number of continuous
service years. A maximum of forty days of annual leave may be carried over to
subsequent years. Upon termination, the employees will be paid the number of days
accrued.
The salary-related payments representing the employer’s share of Social Security and
Medicare taxes have been accrued. The vested annual leave is expensed as incurred in
the appropriate funds. The City estimates the current portion of compensated
absences based on known or anticipated retirements for the forthcoming calendar
year. The remainder of the obligation for compensated absences is reported as a long
term liability in the government-wide financial statements and the proprietary fund
financial statements.
Deferred Revenue
On governmental fund financial statements, tax receivables that were not collected
within the available period and charges for services collected in advance are recorded
as deferred revenue. Revenues received under reimbursable grant agreements are
recognized in the period in which the qualified expenditures are made. Any
unexpended funds are reported as deferred revenue.
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Bond Discounts and Issuance Costs
In the government-wide financial statements and proprietary fund financial
statements, bond discounts and issuance costs are capitalized and amortized over the
terms of the respective bonds using a method, which approximates the effective
interest method. Bond discounts are netted against bonds payable for presentation.
In the governmental fund financial statements, bond discounts and issuance costs are
expensed in the year of the bond issue. Bond discounts are netted against bond
proceeds and reported as “Other Financing Sources”. Bond issuance costs are
expensed as “Debt Service”.
Net Assets
In the government-wide financial statements and proprietary fund financial
statements, net assets are classified in the following categories:
Investment in Capital Assets, Net of Related Debt - This category groups all capital
assets, including infrastructure, into one component of net assets. Accumulated
depreciation and the outstanding balances of debt, net of related bond issuance
costs, that are attributable to the acquisition, construction or improvement of these
assets reduce this category.
Restricted Net Assets - This category presents external restrictions imposed by
creditors, grantors, contributors or laws or regulations of other governments and
restrictions imposed by law through constitutional provisions or enabling
legislation.
Unrestricted Net Assets - This category represents the net assets of the City, which
are not restricted for any project or other purpose. However, these funds may be
designated for specific projects or purposes in the fund financial statements.
Fund Balances – The categories of fund balance presented in the City’s financial
statements are discussed in further detail in Note 12. The Mayor and Common
Council must approve a motion in order to establish a fund balance commitment or
assignment and only needs to approve the elimination of a fund balance commitment.
The City first considers restricted amounts to have been spent when an expenditure is
incurred for purposes for which both restricted and unrestricted fund balance is
available. When unrestricted amounts are considered to have been spent, the City
considers committed amounts first, then assigned, and finally unassigned when an
expenditure is incurred for which amounts in any of those unrestricted fund balance
classifications could be used.
Budgets and Budgetary Accounting
The City prepares an annual operating budget for the General Fund and the
Enterprise Funds on a basis consistent with accounting principles generally accepted
in the United States of America. Appropriations for salaries and operating expenses
lapse at the fiscal year end, but appropriations for equipment and capital projects can
be carried forward into the subsequent fiscal year as an appropriated surplus. Budget
revisions receive approval of the Mayor and Common Council if the result is an
appropriation from the operating reserve or a change in the funding for a capital
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expenditure. There was one budget revision approved by the Mayor and Common
Council and several budget reclassifications approved by management during the year
ended June 30, 2012.
Use of Estimates
Management uses estimates and assumptions in preparing financial statements in
conformity with accounting principles generally accepted in the United States of
America. Those estimates and assumptions affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities and the reported revenues
and expenses. Actual results could vary from the estimates that were used.
Subsequent Events
The City evaluated subsequent events through October 30, 2012 which represents the
date the financial statements were available to be issued.
Note 2.

Deposits and Investments
The City is governed by the deposit and investment limitations of Maryland law. The
deposits and investments held at June 30, 2012, are reported at fair value, based on
quoted market prices, and shown below:

The City is a participant of the Maryland Local Government Investment Pool
(MLGIP), which provides all local government units of the state an investment vehicle
for short-term investment of funds. The State Legislature created MLGIP with the
passage of Article 95 22G, of the Annotated Code of Maryland. The MLGIP, under the
administrative control of the State Treasurer, has been managed by a single financial
institution. A MLGIP Advisory Committee of current participants reviews, on a
quarterly basis, the activities of the fund and provides suggestions to enhance the pool.
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The fair value of the pool is the same as the value of the pool shares. As of June 30,
2012, all pool holdings are in cash and cash equivalents.
The City’s MLGIP investments are held by a broker who is a member of the Securities
Investor Protection Corporation (SIPC). SIPC insures the cash and securities in each
investor’s account up to $500,000 against loss in the case of a failed brokerage firm or
misappropriation of assets by the broker, however only up to $250,000 for cash
investments. The investments held at the City’s broker are insured up to $500,000 by
the SIPC in the event such failure or misappropriation occurs.
Restricted cash and cash equivalents in the governmental funds at June 30, 2012 are
comprised of the following:

Current restricted cash and cash equivalents in the Sewer Fund consist of $85,670 in
unremitted bay restoration fees to the State of Maryland, net of administrative fee and
$221 associated with funds held in an employee Flexible Spending Account.
Current restricted cash and cash equivalents in the Water Fund consist of $202
associated with funds held in an employee Flexible Spending Account.
Restricted assets are classified as current when they are restricted for payment of
current liabilities. Otherwise, they are non-current in nature.
Custodial Credit Risk
Deposits in financial institutions, reported as components of cash and cash equivalents
and investments, had a bank balance of $16,021,951 at June 30, 2012, $14,769,113 of
which was exposed to custodial credit risk. This amount was fully collateralized by
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securities pledged and held by a financial institution’s trust department or agent, not
in the City’s name, as of June 30, 2012.
Interest Rate Risk
The City’s formal investment policy manages its exposure to fair value losses arising
from increasing interest rates by limiting investments in securities to those maturing
within three years from the date of purchase. However, the City may collateralize its
repurchase agreements using longer-dated investments not to exceed 30 years to
maturity. Reserve funds may be invested in securities exceeding 30 days if the
maturity of such investment coincides as nearly as practicable with the expected use of
funds. Maturities of investments held at June 30, 2012 are provided in the previous
schedule.
Credit Risk
The City’s formal investment policy does not limit its investment choices beyond the
limitations of state law, which are as follows:
1. An obligation for which the United States has pledged its faith and credit for
the payment of principal and interest.
2. An obligation that a federal agency or federal instrumentality has issued in
accordance with an act of Congress.
3. A repurchase agreement collateralized in an amount not less than 102% of the
principal amount by an obligation of the United States, its agencies or
instrumentalities, provided the collateral is held by a custodian other than the
seller designated by the buyer.
4. Bankers’ acceptances guaranteed by a financial institution with a short-term
debt rating in the highest letter and numerical rating by at least one nationally
recognized statistical rating organization as designated by either the United
States Securities and Exchange Commission (SEC) or the Treasurer.
5. Commercial Paper that has received the highest letter and numerical rating by
at least one nationally recognized statistical rating organization as designated
by either the United States SEC provided that such Commercial Paper may not
exceed five percent of the total investments made by the Treasurer under this
subsection.
6. With respect to amounts treated by the Internal Revenue Service as bond sale
proceeds only, bonds, notes, or other obligations of investment grade in the
highest quality letter and numerical rating by at least one nationally
recognized statistical rating organization as designated by either the United
States SEC issued by, or on behalf of, this or any other state or any agency,
department, county, municipal or public corporation, special district, authority,
or political subdivision thereof, or any fund or trust that invests only in
securities of the type described in this paragraph.
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7. Money market mutual funds that:
a. contain only securities of the organizations listed in items 1, 2, and 3 of
this subsection;
b. are registered with the SEC under the Investment Company Act of 1940,
15 U.S.C. § 80a-1 et seq., as amended; and
c. are operated in accordance with Rule 2A-7 of the Investment Company
Act of 1940, 17 C.F.R. § 270.2A-7, as amended.
8. Any investment portfolio created under the MLGIP defined under Article 95
22G of the code that is administered by the office of the State Treasurer.
9. Interest-bearing time deposits (including certificates of deposit) and/or savings
accounts in any bank(s) or savings and loan association(s) in the State of
Maryland, which are collateralized, as provided in the State Finance and
Procurement Article.
Concentration of Credit Risk
Based on the formal investment policy, the City invests no more than 70% of its total
investment portfolio in any single security type or in any single financial institution,
excluding the MLGIP. At June 30, 2012, the City had no concentration of credit risk.
Note 3.

Loan Receivable and Related Forgiveness
In February 1998, the City loaned $50,000 to Human Services Program of Carroll
County, Inc., a local not-for-profit organization, to assist with the organization’s
project to rehabilitate a shelter building. The agreement provided that no payments of
principal or interest shall be due under the note and the principal shall be forgiven at
the rate of $1,650 per year while the property is utilized as a shelter for low and
moderate income families and individuals. If not paid off by the organization due to
modification of use, the entire indebtedness will be forgiven by February 25, 2028. As
of June 30, 2012, $26,900 remains outstanding on the loan, $1,650 of which has been
classified as a current asset.

Note 4.

Mortgage Receivable and Assets Held for Resale
In 2005, the City began participating in the Affordable Housing Initiative Program, a
state program designating certain property as rehabilitation candidates within
revitalization areas. The City purchased and rehabilitates these homes through a
combination of state grant funding, low-to-no interest loans, private contributions, and
general funds for sale to low-income residents as defined by state-specified guidelines.
As of June 30, 2012, the City had one property held for rehabilitation, which they
expect to complete and sell within the next fiscal year.

41

CITY OF WESTMINSTER, MARYLAND
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2012
In April 2010, the City sold several Union Street lot properties to the Episcopal
Housing Corporation (EHC) for rehabilitation as a nine-unit, low-income housing area.
The City and EHC agreed to a $494,000, zero-interest loan, payable at $40,500 for
each of the first eight lots sold upon sale and remaining balance due upon the earlier
of the sale of the ninth lot or September 30, 2011, which included anticipated
extensions. As of June 30, 2012, four lots have been sold and the City agreed to accept
the remaining five properties as satisfaction for the outstanding mortgage. No deed
has been transferred as of June 30, 2012, so an open receivable of $274,444 and
deferred revenue of $11,835 are reported in lieu of these properties. The deed for the
properties is anticipated to be transferred within the next fiscal year.
Note 5.

Capital Assets
A summary of governmental activities follows:

Accumulated costs attributable to projects included in construction in progress at June
30, 2012 are as follows:
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Depreciation expense was charged to governmental activities functions as follows:

A summary of business-type activities follows:
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Accumulated costs attributable to projects included in construction in progress at June
30, 2012 are as follows:

Depreciation expense, including amortization expense on assets under capital lease,
was charged to business type functions as follows:

Note 6.

Loan Payable
In February 2007, the City received $100,000 in zero-interest financing from the
Westminster Town Center Corporation to be used for the purchase and rehabilitation
of certain properties to be sold as affordable housing to qualified buyers, all of which
was outstanding at June 30, 2012. The loan is payable upon the sale of the related
properties, which is anticipated to occur within the next fiscal year.

Note 7.

Line of Credit
In December 2010, the City opened a $1,000,000, variable rate line-of-credit to fund
short-term working capital needs. As of June 30, 2012, there have been no advances
against this line-of-credit and, hence, no outstanding balance.
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Note 8.

Due to Other Governments
In prior years, the City received $478,000 from the Carroll County Commissioners of
Maryland in relation to agreements to provide water service to the County Airport and
County Industrial Park Complex for $228,000 and for project costs for expanding
permanent sewage infrastructure along Maryland Route 31 and the Adams Mill Road
Vicinity (the “Avondale” area) for $250,000. Both amounts bear no interest and no
repayment guidelines, and have been classified as non-current obligations of the City.
As of June 30, 2012, $84,791 and $149,037 are outstanding on the County Airport and
County Avondale obligations, respectively.

Note 9.

Capital Leases
The City has entered into several agreements to lease server configuration equipment
and a Voice Over Internet Protocol (VOIP) phone system. The obligations are secured
by the related assets and carry stated interest rates from 5.66% to 20.95%.
At June 30, 2012, future minimum payments required under leases with terms greater
than one year, and the present value of minimum capital lease payments, were as
follows, for the year ending June 30:

Assets under capital lease included in Property and Equipment at June 30, 2012
include the following:
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Note 10. Long-Term Debt
General Obligation Bonds outstanding as of June 30, 2012 are composed of the
following:

The full faith and credit and taxing powers of the City are pledged in payment of any
deficiency in the funding of the principal and interest payments of all general
obligation bonds.
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Changes in Long-Term Debt
The following is a summary of changes in long-term debt for the year ended June 30,
2012:

Other long-term liabilities in governmental and business-type activities are liquidated
from general revenues in the respective General, Public Housing Agency, Water, and
Sewer Funds, as applicable.
The principal and interest requirements to maturity of the general obligation bonds
payable debt of all funds are as follows:

Interest costs incurred for the year ended June 30, 2012 were $245,602 for
governmental activities, all of which were charged to expense, and $206,013 for
business-type activities, all of which were charged to expense.
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From time to time, the City has issued Economic Development and Educational
Facilities Revenue Bonds to provide financial assistance to private-sector entities for
the acquisition and construction of facilities deemed to be in the public interest. The
bonds are secured by the property financed and are payable solely from payments
received on the underlying mortgage loans. The City is not obligated in any manner
for repayment of the bonds. Accordingly, the bonds are not reported as liabilities in
the accompanying financial statements.
As of June 30, 2012, there were various series of Economic Development Revenue
Bonds and Educational Facilities Revenue Bonds outstanding, with an aggregate
principal amount payable of $106,235,000.
Note 11. Interfund Transactions
Interfund receivable and payable balances at June 30, 2012, consisted of the following:

The interfund balance due from the Water Fund to the General Fund includes
$541,250 in outstanding loans to assist with working capital over the past several
fiscal years. Management has established an anticipated repayment plan through the
year ending June 30, 2014 to satisfy the outstanding loan. As of June 30, 2012,
$241,250 of the balance is not scheduled to be collected in the subsequent year. In
addition, the City established an earmarked fund for estimated future OPEB
obligations in the General Fund. Since no irrevocable trust is established, a long-term
liability for the Net OPEB Obligation (NOO) remains outstanding for the Water Fund,
offset by $192,348 interfund receivable from the General Fund, where these funds are
maintained, which is not expected to be collected in the subsequent year.
The interfund balance due from the General Fund to the Sewer Fund includes
$159,049 interfund receivable related funds earmarked for estimated future OPEB
obligations that are maintained by the General Fund and are not expected to be
collected in the subsequent year.
All remaining interfund balances resulted from the time lag between the dates that (1)
interfund goods and services are provided or reimbursable expenditures occur, (2)
transactions are recorded in the accounting system, and (3) payments between funds
are made, and are expected to be repaid within the following year.
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Interfund transfers were made between the General Fund and the Water and Sewer
Funds for shared liabilities, technology equipment, and related technology equipment
leases.
Note 12. Net Assets and Fund Balances
The governmental fund balances at June 30, 2012, are summarized as follows:

The government-wide statement of net assets for the year ended June 30, 2012 reports
$3,294,850 and $7,323,872 of restricted net assets for the City’s governmental and
business-type activities, respectively, of which $2,739,346 and $7,323,872, respectively,
is restricted by enabling legislation.
Note 13. Property Taxes
From the effective date of the budget, the amount stated thereon as the amount to be
raised by the property tax shall constitute a determination of the amount of the tax
levy in the corresponding tax year. Taxes are due and payable on the first day of July
on the year for which they are levied and become overdue and in arrears on the first
day of the following October. The Mayor and Common Council also have the authority
to levy a half-year tax on new construction due and payable on January 1st in the year
such tax is levied. Tax rate for the year ended June 30, 2012 was $0.58 per $100 of
assessed property value.
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Note 14. Lease Agreements
The City has entered into communication tower lease agreements with various
unrelated parties through 2018. All lease agreements are renewable for four
successive five-year periods at the lessee’s discretion. Rental income for the year
ended June 30, 2012, was $179,663. Future minimum annual rental income for the
Water Fund is determined as follows, for the years ending June 30:

Note 15. Operating Leases
The City has entered into a five-year operating lease, dated April 2012, with an
unrelated party for the leasing of office space, through March 2015, with the option to
renew for an additional three-year period. The lease agreement states that the City is
responsible for fifty-six percent (56%) of real estate taxes levied against the premises,
as well as fifty-six percent (56%) of annual operating expenses incurred by landlord. If
renewed at end of initial term, monthly lease amount will increase 1.54%, 1.52% and
1.49%, annually beginning April 2015.
The City also has entered into an operating lease, dated February 2005, with an
unrelated party for leasing of a parking lot through February 2015. The rental
agreement is renewable for four successive two-year periods at the City’s discretion.
In addition, the City has various operating leases with unrelated parties for copiers
through June 2017.
The following is a schedule of future minimum rental payments required under the
operating leases as of June 30, 2012:

Rent expense for governmental and business-type activities for the year ended June
30, 2012 were $58,472 and $66,566, respectively.

50

CITY OF WESTMINSTER, MARYLAND
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2012
Note 16. Defined Contribution Plans
The City, in accordance with City Council approval, has two defined contribution plans
created in accordance with Internal Revenue Code Sections 457(b) and 401(a),
respectively. The 457(b) plan is available to all regular full-time and part-time
employees, and the 401(a) plan is available to those employees who are not members of
the Law Enforcement Officers’ Pension System (LEOPS) of Maryland, with at least six
months of employment service. The 457(b) and 401(a) plans have 88 and 81 active
participants, respectively, as of June 30, 2012.
The 457(b) plan permits employees to defer a portion of their salary until future years,
which the employees are fully vested in upon contribution. Employees can defer the
lesser of $17,000, adjusted annually for cost-of-living increases, and up to an
additional $5,500 catch-up for employees age 50 or over, or 100% of their includable
salaries over the plan year. In addition, the City’s 457(b) plan contains a Roth IRA
option allowing after-tax contributions up to an annual maximum of $5,000, with an
additional $1,000 catch-up for employees age 50 or over. No City contributions were
made to the 457(b) plan for the year ended June 30, 2012.
The 401(a) plan permits the City to contribute two percent of eligible employees’ salary
to a maximum of $50,000 per employee, adjusted annually for cost-of-living increases,
to this plan based on attaining six months of service. Employees are fully vested in
this plan upon contribution. The City contributed $68,848 to the 401(a) plan for the
year ended June 30, 2012.
All amounts of compensation deferred under the plan, all property and rights
purchased with those amounts, and all income attributable to those amounts,
property, or rights are held in trust for the exclusive benefit of participants and their
beneficiaries, thus the plan assets are not reflected in the financial statements of the
City.
Note 17. Pension Plans
Non-Uniformed Employees
Plan Description
The City participates in two defined benefit pension plans, which provide retirement
and disability benefits, annual cost-of-living adjustments, and death benefits to plan
members and beneficiaries. The Employees’ Retirement System (ERS) and the
Employees’ Pension System (EPS) are part of the Employees’ Combined System (ECS)
of Maryland, a cost-sharing multiple-employer public employee retirement system
administered by the State Retirement Agency of Maryland.
Effective January 1, 1980, the ERS was effectively closed to new membership when
the EPS was established. Individuals who were members of the ERS on December 31,
1979 continued their ERS membership unless and until they elect to transfer to the
new system.
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The System was established by the State Personnel and Pensions Article of the
Annotated Code of Maryland. The State Retirement and Pension System of Maryland
issues a publicly available comprehensive annual financial report that includes the
actuarial valuation, financial statements and required supplementary information,
and other statistical and portfolio information for the ECS. That report may be
obtained by writing to State Retirement Agency of Maryland, 120 East Baltimore
Street, Baltimore, Maryland, 21202 or on the Internet at www.sra.state.md.us.
Funding Policy
The contribution requirements of plan members and employers are established and
may be amended by the System’s Board of Trustees. ERS plan members are required
to contribute either five or seven percent of earnable compensation, depending upon
the retirement option selected, and EPS plan members are required to contribute
seven percent of earnable compensation. The employers are required to contribute at
an actuarially determined rate for both plans, which was 14.83% and 10.94% of
earnable compensation for ERS and EPS plan members, respectively, for the year
ended June 30, 2012.
Annual Pension Cost
For the years ended June 30, 2012, 2011, and 2010, the City’s pension cost for ERS
and EPS was equal to $487,379, $467,994, and $379,006, respectively, and represented
100% of the City’s required contribution for each year. The required contributions
were determined by actuarial valuation using the individual entry age normal cost
method.
Law Enforcement Officers
Plan Description
The City participates in another defined benefit pension plan for law enforcement
officers, which provides retirement and disability benefits, annual cost-of-living
adjustments, and death benefits to plan members and beneficiaries. The LEOPS is a
cost-sharing multiple-employer public employee retirement system administered by
the State Retirement Agency of Maryland.
The System was established by the State Personnel and Pensions Article of the
Annotated Code of Maryland. The State Retirement and Pension System of Maryland
issues a publicly available comprehensive annual financial report that includes the
actuarial valuation, financial statements and required supplementary information,
and other statistical and portfolio information for the LEOPS. That report may be
obtained by writing to State Retirement Agency of Maryland, 120 East Baltimore
Street, Baltimore, Maryland, 21202 or on the Internet at www.sra.state.md.us.
In May 2004, the City transferred $2,614,273 from the EPS to the LEOPS. According
to actuarial valuation as of June 2003, there was a special negative accrued liability
contribution of $1,164,906, which is being refunded to the City. The City receives a
credit, amortized in level annual installments over a ten-year period, commencing
December 31, 2003, of $167,052 per year. As of June 30, 2012, $160,883 remains on
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the outstanding credit amortization, which has been recognized as a net pension asset
for the City’s governmental activities.
Funding Policy
The contribution requirements of plan members and employers are established and
may be amended by the System’s Board of Trustees. The LEOPS plan members are
required to contribute four, five, or seven percent of earnable compensation, depending
upon the retirement option selected. Employers are required to contribute to the plan
at an actuarially determined rate, which was 33.09% of earnable compensation for
LEOPS plan members for the year ended June 30, 2012.
Annual Pension Cost
For the years ended June 30, 2012, 2011, and 2010, the City’s pension cost for the
LEOPS was $446,859, $532,566, and $447,567, respectively, and represented 100% of
the City’s required contribution for each year after application of the relating $167,052
annual credit. The required contributions were determined by actuarial valuation
using the individual entry age normal cost method.
Actuarial Assumptions
Significant actuarial assumptions used include (a) a rate of return on the investment
of present and future assets of 7.75% per year compounded annually, (b) projected
salary increases of 3.5% per year compounded annually, attributable to inflation, (c)
additional projected salary increases ranging from 0% to 8.5% per year, attributable to
seniority/merit, (d) post-retirement benefit increases ranging from 2.75% to 3.5% per
year depending on the system, (e) rates of mortality, termination of service,
disablement and retirement are based on actual experience during the period from
June 30, 2003 through June 30, 2006, and (f) the aggregate active member payroll is
assumed to increase by 3.5% annually.
Note 18. Other Postemployment Benefits Plan
The City offers a single-employer defined benefit healthcare plan for the employees of
the City, administered through a third-party agent, which provides healthcare benefits
for active employees and other postemployment benefits (OPEB) for eligible retirees,
their spouses and dependents. The plan is administered under two City policies, the
Retiree Insurance Policy and the Retirement Medical Insurance Policy (effective July
1, 2008).
Plan Description and Funding Policies
The defined healthcare plan provides medical, hospitalization and prescription drug
benefits to eligible active plan members and retirees, their spouses and dependents,
and is authorized by the City. The plan provisions, benefits available and required
reimbursements are governed by the Retiree Insurance Policy and the Retirement
Medical Insurance Policy. Upon reaching eligibility for Medicare, retirees are no
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longer permitted to participate in the City’s plan, except for those eligible under the
Retiree Insurance Policy.
Under the Retiree Insurance Policy, all employees meeting the retirement eligibility
requirements of the State Retirement and Pension System of Maryland, based on age
and years of service for Law Enforcement and General employees, and the City, based
on age and years of service as well as retirement directly from the City and having
continuous medical insurance coverage with the City after retirement, as of July 1,
2008 can participate in City-sponsored coverage. The City subsidizes the retirees’
individual premium cost up to 80%, based on the number of points (age plus years of
service) at the age of retirement, and qualifying disabled participants all qualify for
the 80% subsidy regardless of number of points. There is no City subsidy on spouses
or dependents. Upon reaching eligibility for Medicare, retirees are eligible for a
Medicare supplemental plan.
Under the Retirement Medical Insurance Policy, all employees meeting the retirement
eligibility requirements of the State Retirement and Pension System of Maryland,
based on age and years of service for Law Enforcement and General employees, and
the City, based on age and years of service as well as retirement directly from the City
and having continuous medical insurance coverage with the City after retirement,
after July 1, 2008 can participate in City-sponsored coverage. The City subsidizes the
retirees’ individual premium cost up to 80%, based on the number of points (age plus
years of service) at the age of retirement, and qualifying disabled participants all
qualify for the 80% subsidy regardless of number of points. There is no City subsidy
on spouses or dependents. Upon reaching eligibility for Medicare, retirees are no
longer permitted to participate in the City’s plan.
Membership of the plan consisted of 139 participants, 116 of which are active plan
members and 23 are retirees and beneficiaries receiving benefits at June 30, 2012.
The plan is unfunded, with premium payments made by the City on a pay-as-you-go
basis. All eligible retirees are required to reimburse the City for premiums paid for
medical and hospitalization and prescription drug benefits elected as paid by the City.
These reimbursements are withheld from the retirees’ state retirement benefit on
behalf of the City, and are forwarded to the City on a monthly basis. For the year
ended June 30, 2012, the City paid premium costs of $158,844 for retirees, their
spouses and dependents, $62,487 of which was reimbursed by plan members based on
eligibility in accordance with the plan’s applicable policy.
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Annual OPEB Cost and Net OPEB Obligation
The City’s annual OPEB cost is calculated based on the annual required contribution
(ARC) of the employer, which is actuarially determined. 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 accrued liabilities (UAAL) (or funding excess)
over a period not to exceed 30 years. The following table shows the components of the
City’s annual OPEB cost, the estimated actuarial amount contributed to the plan, and
changes in the City’s net OPEB obligation for the year ended June 30, 2012:

Funded Status and Funding Progress
As of the July 1, 2011 valuation, the actuarial accrued liability for benefits was
$4,526,000, all of which was unfunded, the covered payroll (annual payroll of active
employees covered by the plan) was $7,776,206, and the ratio of the unfunded
actuarial accrued liability to the covered payroll was 58.2%.
Actuarial Assumptions and Methods
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
information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.
Projections of benefits for financial reporting purposes are based on the substantive
plan (the plan as understood by the City 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 City 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, consistent with the longterm perspective of the calculations.
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For the July 1, 2011 actuarial valuation, the projected unit credit actuarial cost
method was used, based on assumption that between 4% and 100% of general
employees, based on points and gender, will retire upon attainment of the eligibility
requirements for retirement, and that law enforcement employees reaching 25 years of
service will retire between 15% and 35%, based on age, upon attainment of the
eligibility requirements for retirement as of the valuation date. The valuation
assumes that between 50% and 100% of eligible retirees, based on points, will elect
coverage in the plan, and 20% of these eligible retirees are assumed to be married and
will have a spouse covered by the plan at retirement.
The actuarial assumptions included a four percent investment rate of return (net of
administrative expenses), which is a blended rate of the expected long-term
investment returns on the City’s assets, and medical and prescription drug base and
sensitivity decreasing from 8% and 9.5%, respectively, in 2010 to an ultimate level of
4.2% and 5.2%, respectively, in 2080 and thereafter. Additional medical trend
assumptions were developed using the Society of Actuaries Long-Run Medical Cost
Trend Model baseline assumptions with the following used as input variables: 3.2%
rate of inflation, 0.9% rate of growth in real income/gross domestic product (GDP) per
capita, 1.4 income multiplier for health spending, 1.2% extra trend due to technology
and other factors, 25% health share of GDP resistance point, and 2075 being the year
for limiting cost growth to GDP growth. The UAAL is being amortized as a level dollar
amount on a 30-year closed basis. The remaining amortization period at the July 1,
2011 valuation was 27 years.
Note 19. Reconciliation of Operating Income to Net Cash Provided by Operating
Activities
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Note 20. Commitments and Contingencies
The City participates in a number of federal, state, and county programs that are fully
or partially funded by grants received from other governmental units. Expenditures
financed by grants are subject to audit by the appropriate grantor government. If
expenditures are disallowed due to noncompliance with grant program regulations, the
City may be required to reimburse the grantor government. As of June 30, 2012,
significant amounts of grant expenditures have not been audited by the appropriate
grantor government, but the City believes that disallowed expenditures, if any, based
on subsequent audits will not have a material effect on any of the individual
governmental funds or the overall financial position of the City.
The City is committed under the following contracts for construction and related
projects:

Note 21. Risk Management
The City is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural
disasters.
The City is a member in the Local Government Insurance Trust (LGIT), which is
owned and directed by local governments (participants) that subscribe to its insurance
coverages.
The LGIT is managed by a Board of Trustees and a contract
administration company. The trustees are elected by a majority vote of the
participants with each participant having one vote. The City does not exercise any
control over the LGIT’s operations.
The maximum coverage under the liability pool of the LGIT is $1,000,000 per claim.
The City also participates in an excess liability pool, which has maximum coverage of
$5,000,000. Settled claims resulting from these risks have not exceeded insurance
coverage for each of the past three years.
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Note 22. Environmental Concerns
The City operates a sewer facility and has several above-ground storage tanks for its
oil and diesel fuel. All above-ground storage tanks are surrounded by containment
tanks to lessen the severity of contamination in the event of a leak. If a leak or
contamination occurred, the City could become liable for the cost to clean up the spill.
Note 23. Concentrations and Economic Dependencies
The City provides various services to its residents. The City is located in northern
Carroll County, Maryland. Credit is granted to its residents for taxes, water, and
sewer bills. The City may place a lien on any property associated with unpaid taxes
and water and sewer services, therefore, an allowance for uncollectible amounts is not
considered necessary.
A majority of the supplies in relation to water meters and transmitters are secured
from a sole-source supplier, and there are no guaranteed supply arrangements for
those components. There have been no issues relating to difficulties in obtaining
sufficient supplies of components on a timely basis.
The City may experience some financial impact as a result of the current economic
conditions occurring within the world’s economy. The continued rise in residential
foreclosures may impact the City’s ability to timely collect property tax revenue as well
as water and sewer fees. Also, the City receives shared revenue from the county and
state. The amounts of these funds are not guaranteed and may be reduced as a result
of the current economic environment.
Note 24. New Governmental Accounting Standards Board Pronouncements
The GASB has issued several pronouncements prior to the year ended June 30, 2012
that have effective dates that may impact future financial presentations.
Management has not currently determined what, if any, impact implementation of the
following statements may have on the financial statements of the City:
GASB Statement No. 60, Accounting and Financial Reporting for Service
Concession Arrangements, will be effective for the City beginning with its year
ending June 30, 2013. The purpose of this statement is to address how to account
and report service concession arrangements. The City currently has no service
concession arrangements and does not foresee the creation of any such
arrangements in the future; therefore this release will not impact the City.
GASB Statement No. 61, The Financial Reporting Entity – Omnibus – An
Amendment of GASB Statements No. 14 and No. 34, will be effective for the City
beginning with its year ending June 30, 2013. This Statement amends the account
and financial reporting standards for including, presenting, and disclosing
information about governmental component units, including equity interests. The
City currently has no component units and does not foresee the addition of any
component units in the future; therefore this release will not impact the City.
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GASB Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements,
will be effective for the City beginning with its year ending June 30, 2013. The
purpose of this statement is to allow those who prepare or audit financial
statements, or reference standards for state and local government, to access the
applicable guidance with great ease and certainty. This release will have no direct
impact on the City, simply aid in the preparation of future financial statements.
GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources,
Deferred Inflows of Resources, and Net Position, will be effective for the City
beginning with its year ending June 30, 2013. The purpose of this statement is to
provide a framework that specifies where deferred outflows of resources and
deferred inflows of resources – as well as assets and liabilities – should be
displayed in the Financial Statements. At present, this release will have no direct
impact upon the City other than Net Assets becoming Net Position.
GASB Statement No. 65, Items Previously Reported as Assets and Liabilities, will
be effective for the City beginning with its year ending June 30, 2014. The purpose
of this statement is to define/re-define items previously categorized as assets or
liabilities to be as-is or get reported as deferred outflows or deferred inflows,
respectively, per Statement No. 63. The impact to the City is predominantly
dependent upon the nature of activities during a given reporting cycle.
GASB Statement No. 66, Technical Corrections – 2012 – an amendment of GASB
Statements No. 10 and No. 62, will be effective for the City beginning with its year
ending June 30, 2014. This release will have no direct impact on the City, simply
aid in the preparation of future financial statements.
GASB Statement No. 67, Financial Reporting for Pension Plans, will be effective
for the City beginning with its year ending June 30, 2014. The purpose of this
statement is to enhance note disclosures and RSI for both defined benefit and
defined contribution pension plans, and requires presentation of new information
about annual money-weighted rates of return in the notes to the financial
statements and in 10-year RSI schedules. This release will have no impact on the
City as it does not maintain its own pension plan.
GASB Statement No. 68, Accounting and Financial Reporting for Pensions, will be
effective for the City beginning with its year ending June 30, 2015. The purpose of
this statement is to improve accounting and financial reporting for pensions. The
City currently participates in a cost sharing plan (MSRP) and will need to report
its proportion share of the net pension liability, pension expense, deferred outflows
and deferred inflows of the State plan, as applicable, as well as informational
disclosures.
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Independent Auditor’s 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

Mayor and Common Council
City of Westminster, Maryland

We have audited the financial statements of the City of Westminster, Maryland as of and for the year
ended June 30, 2012, and have issued our report thereon dated October 30, 2012. 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.
Internal Control over Financial Reporting
Management of the City of Westminster, Maryland is responsible for establishing and maintaining
effective internal control over financial reporting. In planning and performing our audit, we considered the
City of Westminster, Maryland’s internal control over financial reporting as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the City of Westminster, Maryland’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
City of Westminster, Maryland’s internal control over financial reporting.
Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses, and therefore, there can be no
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified.
However, as described in the accompanying schedule of findings and questioned costs, we identified a
certain deficiency in internal control over financial reporting that we consider to be a material weakness,
and another deficiency that we consider to be a significant deficiency.
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 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. We
consider the deficiency described in the accompanying schedule of findings and questioned costs as
Finding 2012-01 to be a material weakness.
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. We consider the deficiency described in the accompanying schedule of findings and
questioned costs as Finding 2011-02 to be a significant deficiency.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether the City of Westminster, Maryland’s financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.
We noted certain matters that we reported to management of the City of Westminster, Maryland in a
separate letter, dated October 30, 2012.
The City of Westminster, Maryland’s responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit the City of Westminster,
Maryland’s responses, and accordingly, we express no opinion on them.
This report is intended solely for the information and use of the Mayor, Common Council, management,
federal awarding agencies, and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

Frederick, Maryland
October 30, 2012
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Independent Auditor’s 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

Mayor and Common Council
City of Westminster, Maryland

Compliance
We have audited City of Westminster, Maryland’s compliance with the types of compliance requirements
described in OMB Circular A-133, Compliance Supplement that could have a direct and material effect on
each of the City of Westminster, Maryland’s major federal programs for the year ended June 30, 2012.
The City of Westminster, Maryland’s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts, and grants applicable to each of its major federal programs
is the responsibility of the City of Westminster, Maryland’s management. Our responsibility is to express
an opinion on the City of Westminster, Maryland’s compliance based on our audit.
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
City of Westminster, Maryland’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. Our audit does not provide a legal determination on the City of
Westminster, Maryland’s compliance with those requirements.
In our opinion, City of Westminster, Maryland complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2012.
Internal Control over Compliance
Management of City of Westminster, Maryland is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered the City of
Westminster, Maryland’s internal control over compliance with the requirements that could have a direct
and material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance 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 City of Westminster, Maryland’s internal control over compliance.
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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
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.
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 significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as defined
above.
Schedule of Expenditures of Federal Awards and Supplementary Information
We have audited the basic financial statements of the City of Westminster, Maryland as of and for the
year ended June 30, 2012, and have issued our report thereon dated October 30, 2012 which contained
an unqualified opinion on those financial statements. Our audit was conducted for the purpose of forming
opinions on the financial statements that collectively comprise the City of Westminster, Maryland’s basic
financial statements. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis, as required by the U.S. Office of Management and Budget Circular A133, Audits of States, Local Government, and Non-Profit Organizations, and is not a required part of the
basic financial statements. The financial data schedule and HAP and admin equity calculations are
presented for purposes of additional analysis, as required by Department of Housing and Urban
Development, REAC, and also are not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The 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 financial statements or to the 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.
This report is intended solely for the information and use of the Mayor, Common Council, management,
federal awarding agencies, and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

Frederick, Maryland
October 30, 2012
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City Of Westminster, Maryland
Schedule Of Expenditures Of Federal Awards
Year Ended June 30, 2012
Federal Grantor/
Pass-Through Grantor Program
Or Cluster Title
U.S. Department of Housing and Urban Development
Direct Program:
Section 8 Housing Choice Vouchers

Federal
CFDA
Number

Pass-Through
Entity
Identifying
Number

14.871

N/A

Federal
Expenditures

$

1,913,082
1,913,082

Total U.S. Department of Housing and Urban Development
U.S. Department of Justice
Passed through Governor’s Office of Crime Control and Prevention:
Violence Against Women Formula Grants

16.588

VAWA-2010-1053
VAWA-2011-1054

51,269

Passed through Carroll County Health Department:
Enforcing Underage Drinking Laws Program

16.727

R.A.A.M

2,893

Direct Program:
Bulletproof Vest Partnership/Body Armor Safety Initiative

16.607

N/A

3,575

Edward Byrne Memorial JAG Program

16.738

2011-DJ-BX-2773

11,002

ARRA - Edward Byrne Memorial JAG Program / Grants to Units Of Local
Government

16.804

3,897
72,636

Total U.S. Department of Justice
U.S. Department of Transportation
Passed through Maryland Highway Safety Office (MHSO) and
National Highway Traffic Safety Administration (NHTSA):
State and Community Highway Safety
Alcohol Impaired Driving Countermeasures Incentive Grants I
Total Highway Safety Cluster

20.600
21.601

Smooth Operator 11-12
Alcohol Forum 11-12

1,109
3,758
4,867
4,867

Total U.S. Department of Transportation
U.S. Department of Homeland Security
Passed through Maryland Emergency Management Agency (MEMA):
Disater Grants - Public Assistance
Homeland Security Grant Program (HSGP)

97.036

FEMA-3335-EM-MD

39,180

97.067

28,046
67,226

Total U.S. Department of Homeland Security
$

Total Expenditures of Federal Awards

See Notes To Schedule Of Expenditures Of Federal Awards.
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2,057,811

City Of Westminster, Maryland
Notes To Schedule Of Expenditures Of Federal Awards
Note 1.

Single Audit Overview

The Single Audit is the performance of a uniform audit of all of the City of Westminster, Maryland’s (the
City) federal grants in conjunction with the annual audit of the basic financial statements. The adoption of
such a procedure was formalized by the Federal Office of Management and Budget (OMB) in Circular A133. The Single Audit fulfills all the federal agencies’ audit requirements, which include financial,
compliance, and the adequacy of internal control.
Note 2.

Fiscal Period Audited

Single audit testing procedures were performed for transactions occurring during the fiscal year ended
June 30, 2012.
Note 3.

Basis Of Presentation

The accompanying schedule of expenditures of federal awards has been prepared on the modified
accrual basis of accounting. Grant revenues are recorded for financial reporting purposes when
expenditures are made in accordance with the requirements of the respective grants.
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City Of Westminster, Maryland
Schedule Of Findings And Questioned Costs
Year Ended June 30, 2012
Section I. Summary Of Auditor’s Results
Financial Statements
Type of auditor’s report issued:

Unqualified

Internal control over financial reporting:

Material weakness(es) identified?

Significant deficiency(ies) identified that are
not considered to be material weakness(es)?
Noncompliance material to financial statements noted?

X

Yes

No

X

Yes

None Reported

Yes

X

No

Yes

X

No

Yes

X

None Reported

Federal Awards
Internal control over major programs:

Material weakness(es) identified?

Significant deficiency(ies) identified that are
not considered to be material weakness(es)?
Type of auditor’s report issued on compliance
for major programs:

Unqualified

Any auditor findings disclosed that are required
to be reported in accordance with Section 510(a)
of OMB Circular A-133?

Yes

X

No

Identification of major programs:
CFDA Number
14.871

Name of Federal Program or Cluster
Section 8 Housing Choice Vouchers

Dollar threshold used to distinguish between
Type A and Type B programs:

$

Auditee qualified as low-risk auditee?

300,000
Yes

(Continued)
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X

No

City Of Westminster, Maryland
Schedule Of Findings And Questioned Costs
Year Ended June 30, 2012
Section II. Financial Statement Findings
Internal Control
Finding 2012-01: Segregation of Duties – Material Weakness
Criteria: A key element in internal controls is an ideal segregation of duties which allows for independent
reviews within the financial accounting function.
Condition: There was a lack of segregation of duties between physical access to cash disbursements,
preparation of cash disbursements, and maintenance of accounts payable system. The same individual
posts accounts payable invoices, generates accounts payable checks, and prepares accounts payable
checks for mailing. Additionally, blank check stock is not pre-numbered and is maintained in a file cabinet
which is accessible by all finance department employees along with access to the printers containing the
signature cards. These conditions were also reported as prior year Finding 2011-02.
Context: During our understanding and testing of internal controls, we noted the lack of segregation of
duties.
Effect: There is an increased risk of financial misstatement. The lack of controls surrounding the City’s
check stock increases the risk of misstatement related to cash disbursements given the absence of
segregation of duties in this area.
Cause: The Accounting Specialist is responsible for multiple incompatible duties within the accounting
department.
Recommendation: We recommend the implementation of procedures to ensure segregation of duties
within the accounts payable function. We also recommend tighter controls surrounding the check stock,
such as limiting access to certain individuals as well as maintaining a log to track check numbers.
Views of Responsible Officials and Planned Corrective Actions: See Corrective Action Plan.
Finding 2012-02: Journal Entries – Significant Deficiency
Criteria: Journal entries should be identified and recorded in a timely manner, supported by appropriate
documents, and include a detailed description of the nature of and reason for the adjustment. All journal
entries should be reviewed and approved by the Director of Finance or the City Accountant.
Condition: Some of the adjustments to the City’s general ledger were being recorded without proper
approval and supporting documentation. This condition was also reported as prior year Finding 2011-03.
Context: All journal entries recorded by the Accounting Manager are not formally reviewed. The City
Accountant only reviews entries that are not normal operating entries. In addition, a substantial amount
of journal entries selected for audit testing lacked available support and information necessary to facilitate
review and approval.
Effect: Subjective determination of differences between normal operating entries and unusual entries
creates vulnerability of not having unusual entries being subject to an independent review.
(Continued)
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Cause: Proper review procedures have not been implemented which require management approval for all
journal entries prior to recording. The City Accountant has added review procedures; however, these
reviews only occur on entries not considered to be normal operating entries
Recommendation: We recommend that all adjusting journal entries be subject to a formally documented
independent review.
Views of Responsible Officials and Planned Corrective Actions: See Corrective Action Plan.
Compliance
No matters were reported.
Section III. Findings And Questioned Costs For Federal Awards
No matters were reported.
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City Of Westminster, Maryland
Summary Schedule Of Prior Audit Findings
Year Ended June 30, 2012
Federal Awards Findings
Identifying Number: 2011-05 Timely Response to REAC Request (Compliance finding)
Audit Finding: The City failed to re-submit its unaudited financial statements within 15 business days as
requested by a notification received from REAC.
Corrective Action Taken: Corrective action was taken.

Identifying Number: 2011-06 Depository Agreements (Compliance finding)
Audit Finding: The City had entered into a depository agreement with only one of the two financial
institutions it utilizes for HUD funds.
Corrective Action Taken: Corrective action was taken.
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City Of Westminster Housing Office (MD027)
Westminster, MD
Program Balance Sheet Summary
Submission Type: Audited/A-133

111
112
113
114
115
100

Fiscal Year End:

Cash - Unrestricted
Cash - Restricted - Modernization and Development
Cash - Other Restricted
Cash - Tenant Security Deposits
Cash - Restricted for Payment of Current Liabilities
Total Cash

121 Accounts Receivable - PHA Projects
122 Accounts Receivable - HUD Other Projects
124 Accounts Receivable - Other Government
125 Accounts Receivable - Miscellaneous
126 Accounts Receivable - Tenants
126.1 Allowance for Doubtful Accounts -Tenants
126.2 Allowance for Doubtful Accounts - Other
127 Notes, Loans, & Mortgages Receivable - Current
128 Fraud Recovery
128.1 Allowance for Doubtful Accounts - Fraud
129 Accrued Interest Receivable
120 Total Receivables, Net of Allowances for Doubtful Accounts
131 Investments - Unrestricted
132 Investments - Restricted
135 Investments - Restricted for Payment of Current Liability
142 Prepaid Expenses and Other Assets
143 Inventories
143.1 Allowance for Obsolete Inventories
144 Inter Program Due From
145 Assets Held for Sale
150 Total Current Assets
161
162
163
164

Land
Buildings
Furniture, Equipment & Machinery - Dwellings
Furniture, Equipment & Machinery - Administration
(Continued)
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06/30/2012

14.871 Housing
Choice Vouchers

Total

$564,898

$564,898

$16,795

$16,795

$581,693

$581,693

$35

$35

$215,501

$215,501

($129,301)

($129,301)

$86,235

$86,235

$4,002

$4,002

$671,930

$671,930

City Of Westminster Housing Office (MD027)
Westminster, MD
Program Balance Sheet Summary (Continued)
Submission Type: Audited/A-133

165
166
167
168
160

Fiscal Year End:

Leasehold Improvements
Accumulated Depreciation
Construction in Progress
Infrastructure
Total Capital Assets, Net of Accumulated Depreciation

06/30/2012

14.871 Housing
Choice Vouchers

Total

$0

$0

$0

$0

$671,930

$671,930

$3,473

$3,473

$4,397

$4,397

$1,559

$1,559

$86,200

$86,200

$16,795

$16,795

$112,424

$112,424

171 Notes, Loans and Mortgages Receivable - Non-Current
172 Notes, Loans, & Mortgages Receivable - Non Current - Past
173
174
176
180

Grants Receivable - Non Current
Other Assets
Investments in Joint Ventures
Total Non-Current Assets

190 Total Assets
311
312
313
321
322
324
325
331
332
333
341
342
343
344
345
346
347
348
310

Bank Overdraft
Accounts Payable <= 90 Days
Accounts Payable >90 Days Past Due
Accrued Wage/Payroll Taxes Payable
Accrued Compensated Absences - Current Portion
Accrued Contingency Liability
Accrued Interest Payable
Accounts Payable - HUD PHA Programs
Account Payable - PHA Projects
Accounts Payable - Other Government
Tenant Security Deposits
Deferred Revenues
Current Portion of Long-term Debt - Capital Projects/Mortgage
Current Portion of Long-term Debt - Operating Borrowings
Other Current Liabilities
Accrued Liabilities - Other
Inter Program - Due To
Loan Liability - Current
Total Current Liabilities
(Continued)
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City Of Westminster Housing Office (MD027)
Westminster, MD
Program Balance Sheet Summary (Continued)
Submission Type: Audited/A-133

Fiscal Year End:

06/30/2012

14.871 Housing
Choice Vouchers

Total

$0

$0

$112,424

$112,424

351 Long-term Debt, Net of Current - Capital Projects/Mortgage
352
353
354
355
356
357
350

Long-term Debt, Net of Current - Operating Borrowings
Non-current Liabilities - Other
Accrued Compensated Absences - Non Current
Loan Liability - Non Current
FASB 5 Liabilities
Accrued Pension and OPEB Liabilities
Total Non-Current Liabilities

300 Total Liabilities
508.1 Invested In Capital Assets, Net of Related Debt
509.2 Fund Balance Reserved
511.2 Unreserved, Designated Fund Balance
511.1 Restricted Net Assets
512.1 Unrestricted Net Assets
512.2 Unreserved, Undesignated Fund Balance
513 Total Equity/Net Assets

$4,002

$4,002

$555,504

$555,504

$559,506

$559,506

600 Total Liabilities and Equity/Net Assets

$671,930

$671,930
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City Of Westminster Housing Office (MD027)
Westminster, MD
Program Revenue and Expense Summary
Submission Type: Audited/A-133

Fiscal Year End:

70300 Net Tenant Rental Revenue
70400 Tenant Revenue - Other
70500 Total Tenant Revenue
70600
70610
70710
70720
70730
70740
70750
70700

HUD PHA Operating Grants
Capital Grants
Management Fee
Asset Management Fee
Book Keeping Fee
Front Line Service Fee
Other Fees
Total Fee Revenue

70800
71100
71200
71300
71310
71400
71500
71600
72000
70000

Other Government Grants
Investment Income - Unrestricted
Mortgage Interest Income
Proceeds from Disposition of Assets Held for Sale
Cost of Sale of Assets
Fraud Recovery
Other Revenue
Gain or Loss on Sale of Capital Assets
Investment Income - Restricted
Total Revenue

91100
91200
91300
91310
91400
91500
91600
91700
91800
91810

Administrative Salaries
Auditing Fees
Management Fee
Book-keeping Fee
Advertising and Marketing
Employee Benefit contributions - Administrative
Office Expenses
Legal Expense
Travel
Allocated Overhead
(Continued)
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06/30/2012

14.871 Housing
Choice Vouchers

Total

$0

$0

$1,913,082

$1,913,082

$192

$192

$23,074

$23,074

$96,912

$96,912

$2,038

$2,038

$2,035,298

$2,035,298

$139,522

$139,522

$1,000

$1,000

$581

$581

$16,048

$16,048

$7,319

$7,319

$1,323

$1,323

City Of Westminster Housing Office (MD027)
Westminster, MD
Program Revenue and Expense Summary (Continued)
Submission Type: Audited/A-133

Fiscal Year End:

91900 Other
91000 Total Operating - Administrative
92000
92100
92200
92300
92400
92500

Asset Management Fee
Tenant Services - Salaries
Relocation Costs
Employee Benefit Contributions - Tenant Services
Tenant Services - Other
Total Tenant Services

93100
93200
93300
93400
93500
93600
93700
93800
93000

Water
Electricity
Gas
Fuel
Labor
Sewer
Employee Benefit Contributions - Utilities
Other Utilities Expense
Total Utilities

94100
94200
94300
94500
94000

Ordinary Maintenance and Operations - Labor
Ordinary Maintenance and Operations - Materials and Other
Ordinary Maintenance and Operations Contracts
Employee Benefit Contributions - Ordinary Maintenance
Total Maintenance

95100
95200
95300
95500
95000

Protective Services - Labor
Protective Services - Other Contract Costs
Protective Services - Other
Employee Benefit Contributions - Protective Services
Total Protective Services

96110 Property Insurance
96120 Liability Insurance
(Continued)
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06/30/2012

14.871 Housing
Choice Vouchers

Total

$6,741

$6,741

$172,534

$172,534

$0

$0

$626

$626

$6,739

$6,739

$7,365

$7,365

$1,470

$1,470

$1,470

$1,470

$0

$0

City Of Westminster Housing Office (MD027)
Westminster, MD
Program Revenue and Expense Summary (Continued)
Submission Type: Audited/A-133

Fiscal Year End:

96130 Workmen's Compensation
96140 All Other Insurance
96100 Total insurance Premiums
96200
96210
96300
96400
96500
96600
96800
96000

Other General Expenses
Compensated Absences
Payments in Lieu of Taxes
Bad debt - Tenant Rents
Bad debt - Mortgages
Bad debt - Other
Severance Expense
Total Other General Expenses

96710
96720
96730
96700

Interest of Mortgage (or Bonds) Payable
Interest on Notes Payable (Short and Long Term)
Amortization of Bond Issue Costs
Total Interest Expense and Amortization Cost

96900 Total Operating Expenses
97000 Excess of Operating Revenue over Operating Expenses
97100
97200
97300
97350
97400
97500
97600
97700
97800
90000

Extraordinary Maintenance
Casualty Losses - Non-capitalized
Housing Assistance Payments
HAP Portability-In
Depreciation Expense
Fraud Losses
Capital Outlays - Governmental Funds
Debt Principal Payment - Governmental Funds
Dwelling Units Rent Expense
Total Expenses

10010 Operating Transfer In
(Continued)
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06/30/2012

14.871 Housing
Choice Vouchers

Total

$889

$889

$34,655

$34,655

$35,544

$35,544

$4,500

$4,500

$4,500

$4,500

$0

$0

$221,413

$221,413

$1,813,885

$1,813,885

$2,006,291

$2,006,291

$50,597

$50,597

$0

$0

$0

$0

$2,278,301

$2,278,301

City Of Westminster Housing Office (MD027)
Westminster, MD
Program Revenue and Expense Summary (Continued)
Submission Type: Audited/A-133

Fiscal Year End:

06/30/2012

14.871 Housing
Choice Vouchers

Total

Operating transfer Out
Operating Transfers from/to Primary Government
Operating Transfers from/to Component Unit
Proceeds from Notes, Loans and Bonds
Proceeds from Property Sales
Extraordinary Items, Net Gain/Loss
Special Items (Net Gain/Loss)
Inter Project Excess Cash Transfer In
Inter Project Excess Cash Transfer Out
Transfers between Program and Project - In
Transfers between Project and Program - Out
Total Other financing Sources (Uses)

$0

$0

10000 Excess (Deficiency) of Total Revenue Over (Under) Total

($243,003)

($243,003)

11020 Required Annual Debt Principal Payments
11030 Beginning Equity
11040 Prior Period Adjustments, Equity Transfers and Correction

$0

$0

$802,509

$802,509

10020
10030
10040
10050
10060
10070
10080
10091
10092
10093
10094
10100

11050
11060
11070
11080
11090

Changes in Compensated Absence Balance
Changes in Contingent Liability Balance
Changes in Unrecognized Pension Transition Liability
Changes in Special Term/Severance Benefits Liability
Changes in Allowance for Doubtful Accounts - Dwelling

$0

$0

$0

$0

$0

$0

$0

$0

$0

$0

11100
11170
11180
11190
11210
11270
11610
11620
11630
11640
11650
11660
13510
13901

Changes in Allowance for Doubtful Accounts - Other
Administrative Fee Equity
Housing Assistance Payments Equity
Unit Months Available
Number of Unit Months Leased
Excess Cash
Land Purchases
Building Purchases
Furniture & Equipment - Dwelling Purchases
Furniture & Equipment - Administrative Purchases
Leasehold Improvements Purchases
Infrastructure Purchases
CFFP Debt Service Payments
Replacement Housing Factor Funds

$0

$0

$260,638

$260,638

$298,868

$298,868

3468

3468

3128

3128
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City Of Westminster Housing Office (MD027)
Westminster, MD
HAP and Admin Equity Calculations
June 30, 2012
HAP Excess/Deficit Calculation
GL #

GL Description

Amount

110.492102

Annual Contributions Earned
Total HUD Grants

$

110.492103
110.494305
110.494201
110.494203

Repayments - HAP
FSS Forfeitures
Interest - Operating
Interest - HAP
Total HAP Revenue

15,510
30,831
14
2,038
1,776,127

110.65.100.5791
110.65.100.5792
110.65.100.5793
110.65.100.5795
110.65.100.5796
110.65.100.5797

HAP - Homeownership
HAP - Family Unification
HAP - Tenant Protection
HAP - All Other
HAP - FSS Escrow
HAP - Port-Out
Total HAP Expenses

13,665
44,889
11,323
1,905,360
11,767
19,287
2,006,291

Net HAP

1,727,734
1,727,734

(230,164)

HAP Equity:
Beginning of year

529,032

End of year

$

Admin Equity Calculation
GL #

GL Description

110.492104

HUD Admin Fee Distribution
Total HUD Grants

110.494202
110.494302
110.494303
110.494301

Interest - Admin.
Port-in: Subsidy Receipts
Port-in: Admin Fee Receipts
Repayments - Admin
Total Admin Revenue

298,868

Amount
$

185,348
185,348
178
62,844
3,237
7,564
259,171

Total PHA Expenses
Less: HAP-related Expense
Total Admin Expenses

2,278,301
(2,006,291)
272,010

Net Admin

(12,839)

Admin Equity:
Beginning of year

273,477

End of year
Total Ending Equity
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$

260,638

$

559,506

