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CITY OF WESTMINSTER
56 West Main Street
Westminster, Maryland 21157

TELEPHONE.:

(410) 848-9000

(410) 876-1313
www.westminstermd.gov

December 14, 2018

The Honorable Mayor and Common Council
and the Citizens of the City of Westminster:

State law requires that all general-purpose local governments publish a complete set of
audited financial statements within six months of the close of each fiscal year. Pursuant to
that requirement, we hereby issue the comprehensive annual financial report for the City
of Westminster, Maryland for the fiscal year ended June 30, 2018.

This report consists of management's representations concerning the finances of the City of
Westminster. Consequently, management assumes full responsibility for the completeness
and reliability of all of the information presented in this report, based upon a
comprehensive framework of internal control that it has established for this purpose.
Because the cost of internal controls should not outweigh their benefits, the City of
Westminster's comprehensive framework of internal controls has been designed to provide
reasonable rather than absolute assurance that the financial statements will be free from
material misstatement. As management, we assert that, to the best of our knowledge and
belief, this financial report is complete and reliable in all material respects.

The City of Westminster's financial statements have been audited by Zelenkofske Axelrod
LLC, a firm of licensed certified public accountants. Based on this audit, the independent
auditor concluded that there was a reasonable basis for rendering an unmodified opinion
that the City of Westminster's financial statements for the fiscal year ended June 30,
2018 are fairly presented in conformity with Generally Accepted Accounting Principles
(GAAP). The independent auditor's report is presented as the first component of the
financial section of this report.

The independent audit of the financial statements of City of Westminster was part of a
broader, federally mandated "Single Audit" designed to meet the special needs of federal
grantor agencies. The standards governing Single Audit engagements require the
independent auditor to report not only on the fair presentation of the financial statements,
but also on the audited government's internal controls and compliance with legal
requirements, with special emphasis on internal controls and legal requirements
involving the administration of federal awards.

Management's discussion and analysis (MD&A) immediately follows the independent
auditor's report and provides a narrative introduction, overview, and analysis of the basic
financial statements. The MD&A complements this letter of transmittal and should be read
in conjunction with it.



Profile of the Government

Westminster was founded in 1764 by William Winchester of England. Winchester originally
named his planned community "Winchester's Town." The community changed its name to
Westminster in 1768 because mail was frequently mistakenly delivered to nearby
Winchester, Virginia.

In 1764, Winchester located Westminster on one of the three main western-bound routes in
what is now known as Carroll County. Today, these routes are known as Route 30, Route
140, and Route 26. These roadways were critical for the economic expansion of the fledgling
colony of Maryland. Winchester established Westminster ten miles - one day's travel -
between Reisterstown and Taneytown, Maryland. This resulted in Westminster quickly
establishing hotels, eating establishments, and provisioning stores.

Westminster's first settlers were predominately Germans and Scotch-Irish, who moved to the
Westminster area from southern Pennsylvania. Much of the early industry was agriculture,
tanning, banking, and a wide variety of merchants and craftsmen. Hotels and restaurants
were also an important part of local commerce, catering to westward bound travelers well
into the late 1800s.

According to "What Ever Happened to our Hotels," written by former Historical Society
curator Lillian Shipley in September 1971, as late as "around the turn of the (20th) century
Westminster had 7 churches, 7 hotels, and 18 saloons.” "The hotels (were the) Eastern or
East End, the Main Court, the Central, the Westminster (Charles Carroll Hotel,) the Albion,
the Montour House, and the Anchor."

Originally, Westminster sat on the boundary line between Frederick and Baltimore Counties.
In 1837, Carroll County was created from portions of Frederick and Baltimore Counties.

Until a formal organized municipal government was adopted in 1818, the Union Meeting
House, and its board of trustees, was utilized as a "governing body" for the early settlers.
Westminster was originally incorporated in 1818 and provided for the community to be
governed by a burgess and six commissioners elected annually. The 1818 incorporation also
consolidated three adjoining towns into one town called Westminster: Westminster, New
London, and Winter's Addition to Westminster. From the initial incorporation passed by the
Maryland General Assembly in Chapter 128, Acts of 1818, through a subsequent
incorporation in 1830, until 1856, Westminster had a Burgess and Commissioner form of
government. The first "Mayor" of the City of Westminster was Francis Shriver, who served
from 1856 to 1858.

Of note is that Westminster was not recognized as a "city" until the 1838 charter -
incorporation was amended by Chapter 335 of the Acts of the Maryland General Assembly of
1856. This action re-characterized the municipality as a "city” and changed the titles of the
elected officials to the Mayor and Common Council of Westminster.

The year after Carroll County was formed in 1837, Westminster was re-incorporated and
made the county seat because of the aggressive advocacy of its citizens and because of
Westminster's central location. Carroll County is the birthplace of Methodism in America
and is near the home of Francis Scott Key, the author of our national anthem. The first
countywide rural free delivery of mail started in Westminster in the late 1890s.



Today, Westminster is an exciting community of approximately 19,000 citizens. It has grown
from its humble beginnings of 0.745 square miles to its current size of 6.55 square miles. It
is located strategically in the rolling countryside foothills of the Blue Ridge Mountains, 30
miles northwest of Baltimore, Maryland and 60 miles north of Washington, D.C. Westminster
is the county seat of Carroll County and is located in the middle of the county.

Westminster is governed by a Mayor and a five-member Common Council. The Mayor and
Common Council members are elected at large and serve staggered elected terms of four
years each. The City Administrator oversees the day-to-day operations of the City
government, assisted by the directors of each department. Westminster has a full-time
equivalent staff of 159 employees.

Westminster residents enjoy a high quality of life, with easy access to parks, recreational
activities, places of religious worship, and meaningful employment. The community has a
low crime rate. The Carroll County Public School System consistently ranks as one of the
best in Maryland.

Local Economy

Westminster is steeped in tradition and history, but progressive when it comes to technology
and business development. As the county seat of Carroll County, Westminster is the center
of fast growing commercial and industrial sectors, with a strong manufacturing base located
in the industrially zoned parcels near the County's only airport.

Fairlawn Tool and The Strouse Corporation have each constructed new facilities in one of the
City’s two, premier business and industrial parks — Westminster Technology Park. Together,
these projects represent $11,000,000 in new appraised value. New construction on a
development parcel in between these two projects is expected to bring similar levels of new
investment to the City in the upcoming fiscal year. New construction in the City’s other
premier business and industrial park — Carroll County Commerce Center — is anticipated in
the commercial sector with a new Royal Farms. Additionally, in the commercial sector, the
recent completion of a new Sheetz on MD 140 is valued at $3,000,000. Finally, and in
conjunction with commercial and industrial growth, the City has experienced approximately
100 new housing starts annually, since the availability of water in 2015. Most new houses
are in the middle range of value from $400,000 to $600,000.

The City's retail spaces include large box retail along major thoroughfares and a mall.
Downtown Westminster provides a unique shopping, dining, and cultural experience in a
small town atmosphere; the Main Street area is pedestrian friendly, with wide sidewalks,
mature shade trees, and brick crosswalks. The City hosts numerous downtown events,
including Fallfest, the Miracle on Main holiday parade, the Celtic Canter, the Flower and
Jazz Festival, a summer concert series, and numerous 5k runs. The City's renovation of the
historic Carroll Theater into the Carroll Arts Center established Westminster as an emerging
cultural heritage and arts destination.

Three of the City's largest employers are public sector agencies — Carroll County government,
Carroll County Public Schools, and the City itself.

Westminster is also home to McDaniel College, formerly known as Western Maryland
College. This nationally ranked liberal arts college was chartered in 1868.



Westminster's estimated median household income in 2017 was $56,534, and its estimated
median house value was $234,100. The estimated per capita income in 2017 was $28,897.

Long-term Financial Planning

Real Property Tax Rate

The real property tax rate is set by the Mayor and Common Council annually during the
adoption of the budget. For fiscal year 2018, the Mayor and Council adopted a real property
tax rate of $0.56 per $100 of assessed value, unchanged from the prior year. This rate is split
into two rates — one for operations and one for capital improvements. All tax revenues
collected for capital improvements are restricted for use in the capital improvement budget
in the General Fund.

Personal Property Tax Rate

The personal property tax rate is also set annually by the Mayor and Common Council
during adoption of the budget. For fiscal year 2018, the Mayor and Council adopted a
personal property tax rate of $1.10 per $100 of assessed value, unchanged from the prior
year.

Utility Personal Property Tax Rate

The utility personal property tax rate is also set annually by the Mayor and Common Council
during adoption of the budget. For fiscal year 2018, the Mayor and Common Council adopted
a tax rate of $1.40 per $100 of assessed value, unchanged from the prior year.

Operating Budget

The City maintains a balanced Operating Plan and a six-year Capital Improvement Plan
(CIP) for expenditures based on projected revenues. The development of these four-year and
six-year plans, respectively, requires the City to evaluate the impact of current decisions on
the long-term financial position of the City.

Capital Projects

The City's six-year CIP is focused on maintaining existing infrastructure, building a fiber
network, and improving and expanding economic development. The six-year program
includes renovation of the City’s future administrative office building located at 45 W. Main
Street, road improvements, an upgrade to the wastewater facility for enhanced nutrient
removal and improved biosolids processing and equipment, sewer rehabilitation to reduce
inflow and infiltration, and continuation of the Gesell Well project to increase the City’'s water
capacity. Additional projects include replacement of aging technology equipment, water
mains, and vehicles and equipment.

Debt Administration

The City plans long and short-term debt issuance to finance its capital budget based on
cash flow needs, sources of revenue, available financing instruments, trends in bond
market structures, and trends in interest rates. A financial advisory firm and bond counsel
assist in developing a bond issuance strategy, preparing bond documents, and marketing
bonds to investors.




Users of this document, as well as others interested in the programs and services offered by
the City, are encouraged to read the City's Adopted Fiscal Year 2018-2019 Budget. The
document details the City's long-term goals and financial policies; describes departmental
activities, accomplishments, and initiatives; and outlines the City's Capital Improvement
Program. The budget is available on the City of Westminster's website at
www.westminstermd.gov.

Financial Policies and Practices

General

1.

The City of Westminster's departments will carry out the Mayor and Common Council's
goals, objectives, and policies through a service delivery system funded by the City's
operating and capital budgets.

The City will take positive steps to improve the productivity of its programs and
employees, and will seek ways to eliminate duplicative functions within the City
government and between the City of Westminster and other public agencies in the
community. Specifically, intensive reviews of the efficiency and effectiveness of certain
City services will be periodically undertaken.

Whenever feasible, City activities will be considered enterprises if they will increase
efficiency of service delivery or recover the cost of providing the service from the benefiting
entity by user fees.

Adequate reserves will be maintained for all known liabilities.

Efforts will be coordinated with neighboring governmental agencies to achieve common
policy objectives, share the cost of providing governmental services on an equitable basis,
and support favorable legislation at the State and Federal level.

The City will seek out, apply for, and effectively administer federal, state, and foundation
grants-in-aid that address the City's current priorities and policy objectives.

The City will initiate, encourage, and participate in economic development efforts to
create job opportunities and strengthen the local economy.

The City's Finance Department personnel will carry out all policies responsibly, ethically,
and professionally for the betterment of the City of Westminster.

Budget

1.

The City Administrator, on behalf of the Mayor, will develop a recommended budget in
conjunction with the City's department directors. The Finance Director will coordinate all
aspects of the City's budget process. The recommended budget will be presented to the
Common Council for its consideration and adoption.



7.

The recommended budget will be developed based on the Government Finance Officer
Association (GFOA) budget document development guidelines as a planning document,
and will present key economic issues for public discussion.

As required by State law, the Common Council shall adopt a balanced budget by an
ordinance appropriating funds prior to the beginning of the fiscal year.

All governmental fund budgets presented to the Mayor and Common Council for adoption
will be balanced, with projected expenditures equal or less than projected revenues and
applied fund balance.

The relationship between the operating and capital budgets will be explicitly recognized
and incorporated into the budget process. Funding for these budgets shall be sufficient to
provide municipal operating services and maintenance or enhancement of capital assets
needed to support public demand for City services.

Common Council approval is required to transfer balances from one department to any
other department.

These financial policies will be included as part of the budget document.

Revenue Policies

1.

Budgeted revenue estimates will be based on reasonably conservative and realistic
expectations.

Non-recurring revenues and financing sources will not be used to finance continuing
operations per City Code requirements.

Long-term financial commitments for continuing outlays will be avoided unless sustained
revenue growth is assured.

The City will be aggressive in collecting revenues owed to it.

The City will establish all user charges fees at a level related to the full costs of providing
the service. The City will review fees/charges periodically.

The City will consider market rates and charges levied by other area municipalities of
similar size for like services in establishing rates, fees, and charges. The fee structure will
be reviewed during the budget process and will be included in the budget document.

Enterprise operations will be self-supporting.

In 2009, the City developed a water/sewer rate structure model. The model provides that
that a "dividend" may be declared by the Common Council based on successful results
within the enterprise funds. Should the Common Council elect to do so, at the end of the
fiscal year when final results are available, by resolution they may declare a dividend
that will be transferred to the General Fund in support of costs incurred by the fund in
support of the enterprise activities.

For the FY 2010 - 2011 budget year, the Common Council approved an increase in the
real estate property tax rate for the intent of funding capital projects. Any and all revenue



10.

received above the FY 2009 - 2010 tax rate is hereby directed into a Capital Projects
account to be used only in support of Common Council appropriated capital projects.

The City bills for services provided. These may include, but are not limited to, fees
associated with levies authorized by legislation, fines issued for violations of Code, and
charges for utilities consumed. Each receivable is booked when billed, and is associated
with a customer account that represents an obligation to the City. It is assumed that
charges incurred will be paid according to the terms and conditions of the obligation;
however, not all receivables are honored in full and may not be cost effective for the City
to pursue in collection. As a result, a receivable may need to be written-off and bad debt
expense recorded. A receivable should be written-off to loss when cost-effective means to
collect monies due have been performed and further effort would be more costly than the
proceeds received. Cost-effective means include, but are not limited to, using City
resources to provide notice to the obligor as provided for by City policy and Code, and
filing liens as the laws of the State of Maryland provide. Each action taken is documented
in accordance with internal control procedures, and is utilized to support the write-off
decision.

Expenditure Accounts

1.

The City shall operate on a current funding basis. Expenditures shall be budgeted and
controlled so as not to exceed current revenues plus the planned use of fund balance
accumulated through prior years.

The City shall take immediate corrective actions if at any time during the fiscal year
expenditure and revenue re-estimates are such that an operating deficit is projected at
year-end. Corrective actions may include a hiring freeze, expenditure reductions, fee
increases, or use of contingencies. Expenditure deferrals into the following fiscal year,
short-term loans, or use of one-time revenue sources shall be avoided.

The City Administrator shall undertake periodic staff and third-party reviews of City
programs for both efficiency and effectiveness. Privatization and contracting with other
governmental agencies will be evaluated as alternatives to service delivery. Programs
that are determined to be inefficient and/or ineffective shall be reduced in scope or
eliminated.

The City shall make every effort to maximize any discounts offered by creditors/vendors,
and partnering with other governmental agencies for resource purchasing shall be
encouraged.

If budgeted funds are not available, the Director of Finance shall be contacted to assist in
locating a source of funds prior to the purchase occurring.

A department director is able to make transfers up to $10,000. Any transfers over $10,000
require the Common Council's approval, even if involving a reallocation of funds within
the same department. Common Council approval is required for all transfers between
departments.



Capital Improvement Policies

1.

4.

The City will develop a multi-year plan for capital improvements, which will be updated
annually. The Capital Improvement Plan (CIP) will include a description of each project,
its cost, and its funding source(s). All capital improvements during the year will be made
in accordance with the CIP and City Code requirements.

The City will maintain its physical assets at a level adequate to protect the City's capital
investment and to minimize future maintenance and replacement costs. The budget will
provide for adequate maintenance and orderly replacement of capital assets from current
revenues whenever possible.

The capital budget process works in conjunction with the regular operating budget
process. CIP projects are noted as funded or unfunded depending on whether or not the
forecasted operating budget can support or fund the project. All funded CIP projects are
included in the operating budget for the current budget year.

Carryover or multi-year projects will be included in the CIP.

Capital Asset Management Policy

1.

Capital (fixed) assets are tangible items that are acquired by procurement, transfer,
capital lease, donation, or other method that transfers ownership and have the following
characteristics

a) Have an estimated useful life of five or more years;
b) Are not intended for sale in the ordinary course of operations; and,

c) Are acquired or constructed with the intention of being used, or being available for
use, by the entity to conduct business.

Capital assets will not be degraded, given away, or allowed to deteriorate except by action
of the Common Council.

The capitalization threshold used in determining if a given asset qualifies for
capitalization is $10,000 and a useful life of five years.

Adequate insurance shall be maintained on all capital assets consistent with the results
of the annual physical count/inspection.

Accounting, Auditing and Financial Reporting Policies

1.

The City Treasurer prepares and presents regular reports to the City Administrator and
the Mayor and Common Council that analyze, evaluate, and forecast the City's financial
performance, position, and economic conditions.

The Finance Committee of the Common Council and the State of Maryland require an
independent audit to be performed annually. This audit is available to the public on the
City's website.



3.

The City will issue annual financial reports in accordance with generally accepted
accounting principles (GAAP) as outlined in the Governmental Accounting, Auditing, and
Financial Reporting (GAAFR) publication.

Purchasing Policy

1.

The City shall ensure that all purchasing actions are fair and impartial with no
impropriety or appearance of impropriety. All qualified buyers and sellers will have equal
access to City business and no individual or firm shall be arbitrarily excluded.

To the maximum extent possible, purchasing actions will be conducted in a competitive
environment.

Purchases will be made by the City Treasurer. Responsibility for certain purchasing
actions may be delegated to other senior City officials by the City Treasurer.

All budgeted purchase requisitions are subject to the following approvals:

a) Purchases up to $25,000 are approved by the Mayor, City Administrator, or
department director.

b) Purchases above $25,000 are approved by the Common Council.

c) Purchases of budgeted capital items and vehicles may be authorized by the City
Administrator to take advantage of state, county, or other local purchasing options.
The Common Council will be notified of such purchases.

Purchases up to $100 may be made through petty cash.

The City will maintain yearly open purchase orders to cover purchases from vendors that
supply the City with a high volume of the same or similar goods or services during the
year.

Investment Policy

1.

Public funds will be invested in a manner consistent with the greatest safety and
protection for the City's investments. This investing of funds will, while protecting the
safety of the City's investments, produce the highest investment return for meeting the
cash flow requirements of the City and conform to all Maryland State statutes, City
ordinances, and policies governing the investment of public funds.

The standard of prudence to be applied by the City Treasurer in managing the City's
overall portfolio shall be the "Prudent Person Rule" which states: "Investments shall be
made with judgment and care, under circumstances then prevailing, which persons of
prudence, discretion and intelligence exercise in the management of their own affairs, not
for speculation, but for investment, considering the probable safety of their capital as well
as the probable income to be derived.”

The City Treasurer, acting in accordance with the City's Investment Policy and exercising
due diligence, shall be relieved of personal responsibility for an individual security's risk
or market price changes, provided deviations from expectations are reported in a timely
fashion and appropriate action is taken to control adverse developments.



4. All investments will be governed by the following objectives:

a) Safety of principal is the primary objective of the City's investment program.
Investments of the City shall be undertaken in a manner that seeks to ensure the
preservation of capital in the overall portfolio. To achieve this objective, some
diversification may be required in order that potential losses on individual securities
do not exceed the income generated from the remainder of the portfolio.

b) The City's investment portfolio shall be designed with the goal of attaining a market
rate of return throughout budgetary and economic cycles, taking into account the
City's investment risk constraints and the cash flow characteristics of the portfolio.

5. The Common Council will annually review the overall Investment Policy during budget
deliberations as it relates to the City's financial objectives and make any necessary
modifications to the Policy.

6. Officials and employees involved in the investment process shall refrain from personal
business activity which could conflict with proper execution of the investment program,
or which could impair their ability to make unbiased investment decisions.

7. The Treasurer will maintain a list of financial institutions and security dealers
authorized to provide banking and investment services to the City.

Debt Management Policy
1. The City will ensure that future debt service payments can be made without jeopardizing
the provision of essential services.

2. There will be an acceptable degree of flexibility to meet unanticipated expenditures.
3. Outstanding debt obligations will not threaten long-term financial stability.

4. The amount of outstanding debt will not place undue burden on community residents and
businesses.

5. Debt issuance is subject to the City of Westminster's Charter requirements and the legal
limits set by the State of Maryland.

Awards and Acknowledgements

The Government Finance Association of the United States of America and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of
Westminster, Maryland, for its comprehensive financial report for the fiscal year ended
June 30, 2017. The Certificate of Achievement is a prestigious national award recognizing
conformance with the highest standards for the preparation of state and local government
financial reports.

In addition, the City received the GFOA's Distinguished Budget Presentation Award for
its fiscal year 2017 adopted budget document. In order to qualify for the Distinguished
Budget Presentation Award, the government's budget document had to be judged
proficient as a policy document, a financial plan, an operations guide, and a communications
device.
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The Distinguished Budget Presentation Award is valid for a period of one year only.
The City of Westminster has received the Distinguished Budget Presentation Award for
the past five consecutive years (2013-2017).

The preparation of the comprehensive annual financial report on a timely basis was
made possible by the dedicated service of the entire staff in the Department of Finance and
the cooperation of the entire organization. In closing, 1 would like to thank the Mayor
and Common Council for their continuing support in planning and conducting the
financial operations of the City in a responsible and progressive manner.

Respectfully submitted,

L

Tammy M. Palmer
Director of Finance and Administrative Services
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Common Council
Dr. Robert Wack, Council President
Mr. Gregory Pecoraro, Council President Pro-Tem
Dr. Mona Becker, Councilmember
Mr. Tony Chiavacci, Councilmember
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