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Murphy & Murphy, CPA, LL.C
Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

To the Mayor and City Council
City of Mount Rainier, Maryland

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities
and each major fund of the City of Mount Rainier, Maryland (the “City”), as of and for
the year ended June 30, 2014, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and each major
fund of the City of Mount Rainier, Maryland as of June 30, 2014, and the respective
changes in financial position thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
the management’s discussion and analysis and budgetary comparison information on
pages 4 — 10 and 34 — 43, be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures
to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.



Other Reporting Required by Government Auditing Standards

In accordance with GovernmentAuditing Standards, we have also issued our report
dated January 29, 2015, on our consideration of the City of Mount Rainier, Maryland's
internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters.

The purpose of that report is to describe the Scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an

La Plata, Maryland
January 29, 2015



CITY OF MOUNT RAINIER, MARYLAND
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2014
This section of the City of Mount Rainier, Maryland's annual financial report presents
management's discussion and analysis of the City's financial performance during the fiscal

year ended June 30, 2014. Please read it with the City's financial statements, which
immediately follow this section.

Financial Highlights

e The assets of the City exceeded its liabilities at the close of the most recent fiscal year
by $6,587,141 (net position).

e The City's total net position increased by $377,894.
e As of the close of the fiscal year, the City's governmental funds reported a combined
ending fund balance of $3,555,779, an increase of $184,711.
Overview of the Financial Statements

This Management's Discussion and Analysis is intended to serve as an introduction to the
basic financial statements, which consists of the following three components:

e Government-wide financial statements
e Fund financial statements
e Notes to the basic financial statements

This report also contains other supplementary information in addition to the basic financial
statements.

Government-Wide Statements
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only result in cash flows in future fiscal periods (e.g., uncollected taxes, earned but unused
vacation leave, etc.).

Both of the government-wide financial statements 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). Governmental activities include general
government, public safety, education, public works, and community development. The City
does not have business-type activities.

The government-wide financial statements can be found on pages 11 and 12 of this report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The City, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. All of the funds can be divided into the following categories and
are described below:

e Government funds
e Proprietary funds
e Fiduciary 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 expendable resources, as well as on balances of
expendable resources available at the end of the fiscal year. Such information may

be useful in evaluating a government's near term financing 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 effect of the
government's near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

The City has two governmental funds, the general fund and the special revenue fund. Both
of these funds are considered major funds by the City. The basic governmental fund
financial statements can be found on pages 13 and 15 of this report. The City does not
maintain proprietary funds or fiduciary funds.

Notes to the Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 17 through 33 of this report.
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Other Information

In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information. Presented in this information is the
budget comparison for the general fund and special revenue fund, which can be found on
pages 34 through 43 of this report.

Government-wide Financial Analysis

Net Position

Net position may serve over time as a useful indicator of a government's financial position.
The City's combined assets exceeded liabilities by $6,587,141 at the close of the most recent
fiscal year.

The City's combined net position increased by $377,894, which came from the City's
governmental activities. This increase is primarily a result of increases in tax revenues.

The following table presents a summary of the statement of net position for the City as of
June 30, 2014 and 2013.

Governmental Activities

Percentage
2014 2013 Change

Assets:

Current and other assets $ 4,080,941 $ 4,153,610 (1.75)%

Capital assets 5,041,721 4,945,730 1.94 %

Total assets $ 9122662 $ 9,099,340 .26 %
Liabilities:

Noncurrent liabilities $ 1,986,170 $ 2,077,036 (4.37)%

Other liabilities 549,351 813,057 (32.43)%
Total liabilities 2 21 $§ 2.,890.093 (12.27)%
Net position:

Net investment in capital assets  $ 2,589,546 $ 2,424,124 6.82 %

Restricted 380,257 487,139 (21.94)%

Unrestricted 3,617,338 3,297,984 9.68 %
Total net position $ 6587141 $ 6,209,247 6.09 %



Changes in Net Position

The City's revenue totaled $4,838,217. Of the City's revenue, 64.3% comes from property
taxes and 76.7 cents ($.767) of every dollar comes from some type of tax.

The total cost of all programs and services was $4,460,323. The City's expenses cover a
range of services, with about 52% related to public safety.

The following table presents a summary of the Statement of Activities for the City for the
years ended June 30, 2014 and 2013:

Changes in Net Position

Governmental Activities Percentage
2014 2013 Change
Revenues:
Program revenues:
Charges for services 670,796 $ 675,412 (.68)%
Operating grants 359,183 609,491 (41.07)%
Capital grants 7,937 4,120 92.65 %
General revenues:
Property taxes 3,112,622 3,261,025 (4.55)%
Income taxes 571,451 561,083 1.85 %
Other taxes 28,782 28,706 .26 %
Interest earnings 2,137 3,783 (43.51)%
Other 85,309 137,850 (38.11)%
Total revenues 4,838,217 5,281,470 (8.39)%
Expenses:
General government 861,920 870,550 (.99)%
Public safety 2,314,057 2,190,054 5.66 %
Public works 1,025,302 1,047,505 (2.12)%
Community development 85,613 328,953 (73.97)%
Miscellaneous 80,898 72,866 11.02 %
Interest on long-term debt 92,533 101,157 (8.53)%
Total expenses 4,460,323 4,611,085 (3.27)%
Increase in net position 377,894 670,385 (43.63)%
Net position - beginning of year 6,209,247 5,638,862 12.10 %
Net position - end of year 6,587,141 $ 6,209,247 6.09 %




Sources of Revenues for Fiscal Year 2014
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Fund Financial Statement Analysis

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds

The focus of the governmental funds is to provide information on near-term inflows, outflows,
and balances of expendable resources. Such information is useful in assessing the City's
financing requirements. The unassigned fund balance may serve as a useful measure of the
City’s net resources available for spending at the end of the fiscal year.

At the end of the current fiscal year, the governmental funds reported combined fund balance
of $3,555,779, an increase of $184,711. Of this total amount, $2,374,728, represents
unassigned fund balance. The remainder of the fund balance consists of nonspendable for
prepaid items of $56,072, restricted for public safety of $380,257, and assigned for
subsequent expenditures of $744,722.

The general fund is the chief operating fund of the City. At the end of the current fiscal year,
unassigned fund balance of the general fund totaled $2,374,728, while total general fund
balance was $3,528,207. During fiscal year 2014, fund balance for the City's general fund
increased by $175,243. The special revenue fund balance increased by $9,468 during the
current fiscal year.

General Fund Budgetary Highlights

Most of the budget variances were due to greater than expected revenues.

Capital Asset and Debt Administration

Capital Assets

The City's investment in capital assets for its governmental activities as of June 30, 2014 was
$5,041,721 (net of accumulated depreciation). The investment in capital assets includes
land/construction in progress, land improvements, buildings and improvements, and
equipment and vehicles. The following is a summary of the capital assets net of
depreciation.

Capital Assets Net of Depreciation

Governmental Activities

2014 2013
Land/construction in progress $ 2,328,911 $ 2,193,893
Land improvements 117,528 126,930
Buildings and improvements 2,094,638 2,188,138
Equipment and vehicles 500,644 436,769
Total $ 5,041,721 $ 4,945,730



Capital assets purchased by the City during the last fiscal year includes equipment and
vehicles totaling $248,820, and construction in progress of $135,018.

Long-term Debt

At year end, the City had $2,256,820 in outstanding debt. Two new capital lease obligations
were incurred during the year.

Long-term debt consists of the following:
Governmental Activities

2014 2013
Bonds payable $ 1,837,008 $ 2,053,582
Capital lease obligations 224,457 76,881
Accumulated compensation absences 195,355 202,100
Total $ 2,256,820 $ 2,332,563

Maintaining the Conditions of the City's Infrastructure

Prospective accounting of the City infrastructure has been adopted by the City. During fiscal
year 2014, the City performed maintenance on several road projects.

Economic Factors and Next Year’s Budget and Rates

e Actual revenues for fiscal year 2015 are expected to decrease over levels for fiscal
year 2014.

e Salaries expense for fiscal year 2015 includes a 3% COLA for City employees.

e Real property tax rates remain at the fiscal year 2014 levels of 86 cents ($.86) per
$100 of assessed valuation.

e Funding is included for the continuance of Mt. Rainier Day, National Night Out and the
Bike-Co-op Program.

e Funding of $21,000 is included for the continuation of the City Homeowner's Tax
Credit and $5,000 for the Historic Preservation Tax Credit.

e The City projects revenues of $15,000 from speed monitoring violations. The funds
will be utilized for public safety expenditures.

Contacting the City’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, investors and
creditors with a general overview of the City’s finances and to demonstrate the City's
accountability for the money it receives. If you have questions about this report or need
additional financial information, contact the Treasurer's Office, City of Mount Rainer, One
Municipal Place, Mount Rainier, Maryland 20712.
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CITY OF MOUNT RAINIER, MARYLAND
STATEMENT OF NET POSITION

JUNE 30, 2014

Governmental
Activities
ASSETS:
Cash and investments $ 3,560,648
Taxes receivable 239,175
Prepaid items 56,072
Due from other governments 179,719
Other receivables 45,327
Capital assets:
Nondepreciable assets 2,328,911
Depreciable assets, net of depreciation 2,712,810
Total assets 9,122,662
LIABILITIES:
Accounts payable and accrued expenses 140,507
Accrued salaries and fringe benefits 17,473
Other payables 52,072
Liability for seized assets 68,649
Long-term debit:
Due within one year 270,650
Due in more than one year 1,986,170
Total liabilities 2,535,621
NET POSITION:
Net investment in capital assets 2,589,546
Restricted:
Public safety 380,257
Capital expenditures =
Unrestricted 3,617,338
Total net position _ $ 6,587,141

See accompanying notes.
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CITY OF MOUNT RAINIER, MARYLAND

BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30, 2014

Special Total
Revenue Governmental
General Fund Fund Funds
ASSETS:
Cash and investments $ 3,629,249 $ 31,399 $ 3,560,648
Restricted cash - - -
Taxes receivable (net of allowance of $6,000) 239,175 - 239,175
Prepaid items 56,072 - 56,072
Due from other governments 179,719 - 179,719
Due from other funds - 32,755 32,755
Other receivables 45,327 - 45,327
Total assets $ 4,049,542 $ 64,154 $ 4,113,696
LIABILITIES AND FUND BALANCES:
Liabilities:
Accounts payable $ 136,733 $ 597 $ 137,330
Accrued salaries 17,473 - 17,473
Other payables 52,072 - 52,072
Due to other funds 32,755 - 32,755
Liability for seized assets 68,649 - 68,649
Unearned revenue 213,653 35,985 249,638
Total liabilities 521,335 36,582 557,917
FUND EQUITY:
Fund balances:
Nonspendable for prepaid items 56,072 56,072
Restricted:
Public safety 380,257 380,257
Capital expenditures - - -
Assigned for subsequent years' expenditures 717,150 27,572 744,722
Unassigned 2,374,728 - 2,374,728
Total fund balances 3,528,207 27,572 3,555,779
Total liabilities and fund balances $ 4,049542 $ 64,154 $ 4,113,696

See accompanying notes.
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CITY OF MOUNT RAINIER, MARYLAND

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE
TO NET POSITION OF GOVERNMENTAL ACTIVITIES

JUNE 30, 2014

Total fund balance, governmental funds $ 3,555,779

Amounts reported in governmental activities in the Statement of
Net Position are different because:

Capital assets used in governmental activities are not
financial resources and, therefore, are not reported in the

funds.
Cost of capital assets $ 7,588,792
Accumulated depreciation (2,547,071) 5,041,721

Long-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds. (2,256,820)

Accrued interest payable on long-term debt does not require
current financial resources. Therefore, interest payable is not

reported as a liability on the governmental funds balance
sheet. (8,177)

Certain prepaid expenses are expensed in the current period
and, therefore, are not reported as an asset on the
governmental fund balance sheet. -

Certain receivables are offset by unearned revenue in the

government funds since they are not available to pay for

current-period expenditures. This is the amount of unearned

revenue related to these receivables. 249,638

Net position of governmental activities $ 6,587,141

See accompanying notes.
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CITY OF MOUNT RAINIER, MARYLAND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2014

REVENUES:
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Miscellaneous

Total revenues

EXPENDITURES:
Current:
General government
Public safety
Public works
Community development
Miscellaneous
Debt service:
Principal
Interest
Capital outlay

Total expenditures

Excess (deficiency) of revenues over
expenditures

OTHER FINANCING SOURCES/(USES):

Proceeds from issuance of capital
lease

Net change in fund balance

Fund balances - beginning

Fund balances - ending

Total
Special Governmental
General Fund Revenue Fund Funds
$ 3,670,327 $ - $ 3,670,327
465,380 - 465,380
261,708 134,146 395,854
47,630 - 47,630
157,786 - 157,786
80,891 - 80,891
4,683,722 134,146 4,817,868
819,273 14,835 834,108
2,194,640 - 2,194,640
920,510 4,625 925,135
81,396 105,218 186,614
80,898 - 80,898
282,994 - 282,994
93,634 - 93,634
249,130 - 249,130
4,722,475 124,678 4,847,153
(38,753) 9,468 (29,285)
213,996 - 213,996
175,243 9,468 184,711
3,352,964 18,104 3,371,068
$ 3,628,207 $ 27,572 $ 3,555,779

See accompanying notes.
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CITY OF MOUNT RAINIER, MARYLAND

RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE
TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2014

Net change in fund balances - total governmental funds $ 184,711

Amounts reported for Governmental Activities in the Statement of Activities are different
because:

Capital outlays are reported in governmental funds as expenditures. However, in the
Statement of Activities, the cost of those assets is allocated over their estimated useful
lives as depreciation expense in the current period.

Capital outlays $ 383,838
Depreciation (287,847) 95,991

Some expenses in the Statement of Activities do not require the use of current financial
resources and, therefore, are not reported as an expenditure in the governmental funds.

This is the amount by which accumulated unused compensated absences decreased. 6.745

The issuance of long-term debt provides financial resources to governmental funds while
the repayment of long-term debt consumes the financial resources of governmental
funds. Neither transaction, however, has any impact on net position:
Proceeds $ (213,996)
Repayments 282,994 68,998

Under the modified accrual basis of accounting, revenues are not recognized unless
they are deemed "available" to finance current expenses. Accrual-basis recognition is
not limited by availability, so certain revenues need to be reduced by the amounts that
were unavailable at the beginning of the year and increased by the amounts that were
unavailable at the end of the year. This adjustment records a net decrease in
"unavailable" revenues at the end of the year over the amount at the beginning of the

year. 20,349

Interest expense in the Statement of Activities differs from the amount reported in
governmental funds due to the net change in accrued interest. 1,100

Some expenditures reported in governmental funds are reported as prepaid expenses in
the Statement of Activities. .

Governmental funds report the entire net sales price (proceeds) from sale of an asset

as revenue because it provides current financial resources. In contrast, the Statement

of Activities reports only the gain or loss on the sale of the assets. Thus, the change in

net position differs from the change in fund balance by the cost of the asset sold. -

Change in net position of governmental activities $ 377,894

See accompanying notes.
16



CITY OF MOUNT RAINIER, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

Summary of significant accounting policies

The City of Mount Rainier, Maryland (the City) was incorporated in 1910. The City

operates under a Mayor-Council form of government. The City’s major operations

include police protection, parks, public works, community development and general
administrative services.

The City’s financial statements are prepared in accordance with generally accepted
accounting principles (GAAP). The Governmental Accounting Standards Board
(GASB) is responsible for establishing GAAP for state and local governments through
its pronouncements (Statements and Interpretations). The more significant
accounting policies established in GAAP and used by the City are discussed below.

Financial reporting entity

These financial statements include the accounts of all City operations. As defined by
government auditing standards, component units are legally separate entities that are
included in the City’s reporting entity because of the significance of their operating or
financial relationships with the City. Based on the aforementioned criteria, the City of
Mount Rainier has no component units.

Basic financial statements — government- wide 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 police protection, parks, public works,
community development and general and administrative services are classified as
governmental activities. The City has no business-type activities.

In the government-wide Statement of Net Position, the governmental activity column is
presented on a consolidated basis by column and is reported on a full accrual,
economic resource basis, which recognizes all long-term assets and receivables as
well as long-term debt and obligations.

The government-wide Statement of Activities reports both the gross and net cost of
each of the City’s functions. The functions are also supported by general government
revenues (property, income and certain other taxes and intergovernmental revenues).
The Statement of Activities reduces gross expenses (including depreciation) by
related program revenues, operating and capital grants. Program revenues must be
directly associated with the function (public safety, public works, community
development, etc.). Operating grants include operating-specific and discretionary
(either operating or capital) grants while the capital grants column reports capital-
specific grants.

17



CITY OF MOUNT RAINIER, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

Summary of significant accounting policies (continued)

Basic financial statements — government-wide statements (continued)

The net costs (by function) are normally covered by general revenue (property and
income taxes, other 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 position resulting from the current year’s activities.

Basic financial statements — fund financial statements
== THarvial slaléments — 1und 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 self-
balancing accounts that comprises its assets, deferred outflows of resources,
liabilities, deferred inflows of resources, fund equity, revenues and
expenditures/expenses.

The emphasis in fund financial statements is on the major funds. GASBS No. 34 sets
forth minimum criteria (percentage of the assets and deferred outflows of resources,
liabilities and deferred inflows of resources, revenues or expenditures/expenses of
either fund category or the governmental and enterprise combined) for the
determination of major funds.

Governmental funds:

The focus of the governmental funds’ measurement (in the fund statements) is
upon determination of financial position and changes in financial position
(sources, uses, and balances of financial resources) rather than upon net
income. The City reports these major governmental funds and fund types:

General fund - The general fund is the City’s primary operating fund. It is
used to account for and report all financial resources except those required
to be accounted for in another fund.

Special revenue fund - The Special Revenue Fund is used to account for
the proceeds of specific revenue resources that are legally restricted to
expenditures for specified purposes.

The activities reported in these funds are reported as governmental activities in
the government-wide statements.

18



CITY OF MOUNT RAINIER, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

Summary of significant accounting policies (continued)

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. Basis of
accounting relates to the timing of the measurements made, regardless of the
measurement focus applied.

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. The economic resources
measurement focus means all assets and liabilities (whether current or non-current)
are included on the Statement of Net Position and the Statement of Activities presents
increases (revenues) and decreases (expenses) in net position. Under the accrual
basis of accounting, revenues are recognized when earned. Expenses are recognized
at the time the related liability is incurred.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Under
the modified accrual basis of accounting, revenues are recognized when susceptible
to accrual, i.e., when they become both measurable and available. "Measurable"
means the amount of the transaction can be determined and "available" means
collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period. The City considers property taxes as available if they
are collected within 60 days after year end. A one-year availability period is used for
recognition of all other Governmental Fund revenues. Expenditures are recorded
when the related fund liability is incurred. However, debt service expenditures, as well
as expenditures related to compensated absences are recorded only when payment is
due.

The revenues susceptible to accrual are property taxes, franchise fees, licenses,
charges for service, interest income, and intergovernmental revenues. Other taxes
collected and held by the state at year end on behalf of the government are also
recognized as revenue. All other governmental fund revenues are recognized when
received.

Financial statement amounts

Cash and investments — The City has defined cash and cash equivalents to include
cash on hand, demand deposits, savings accounts, and certificates of deposits.

Investments are carried at fair value. Fair value is based on quoted market price.
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CITY OF MOUNT RAINIER, MARYLAND
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

Summary of significant accounting policies (continued)

Financial statement amounts (continued)

Interfund receivables and payables - During the course of operations, numerous
transactions occur between individual funds that may result in amounts owed between
funds. Those related to goods and services type transactions are classified as "due to
and from other funds."

Receivables - In the government-wide statements, receivables consist of all revenues
earned at year end and not yet received. Allowances for uncollectible accounts
receivable are based upon historical trends and the periodic aging of accounts
receivable. Major receivable balances for the governmental activities include taxes,
franchise taxes, and grants.

In the fund financial statements, material receivables in governmental funds include
revenue accruals such as sales tax, franchise tax, and grants and other similar
intergovernmental revenues since they are usually both measurable and available.
Nonexchange transactions collectible but not available are deferred in the fund
financial statements in accordance with the modified accrual basis of accounting, but
not deferred in the government-wide financial statements in accordance with the
accrual basis of accounting. Interest and investment earnings are recorded when
earned only if paid within 60 days since they would be considered both measurable
and available.

Capital assets - The accounting treatment over property, plant, and equipment (capital
assets) depends on whether the assets are used in governmental fund operations and
whether they are reported in the government-wide or fund financial statements.

Government-wide statements - In the government-wide financial statements,
capital assets are accounted for as capital assets. All capital assets are valued
at historical cost or estimated historical cost if actual cost is unavailable, except
for donated capital assets, which are recorded at their estimated fair value at
the date of donation. Estimated historical cost was used to value the majority
of the assets acquired prior to July 1, 2003. The City defines capital assets as
those which have an acquisition cost or donated value of at least $1,000 and an
estimated life of more than one year. The City capitalizes infrastructure assets
(any road, street, or sidewalk) with a cost of at least $100,000.

Capital assets are being depreciated over the following lives:

Buildings 25-50 years
Improvements 10-50 years
Machinery and equipment 3-20 years
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

Summary of significant accounting policies (continued)

Financial statement amounts (continued)

Capital assets (continued)

Fund financial statements - In the fund financial statements, capital assets
used in governmental fund operations are accounted for as capital outlay
expenditures of the governmental fund upon acquisition.

Long-term debt - The accounting treatment of long-term debt depends on whether the
related assets are used in governmental fund operations and whether they are
reported in the government-wide or fund financial statements.

All'long-term debt to be repaid from governmental resources is reported as liabilities in
the government-wide statements. The long-term debt consists primarily of bonds
payable and accrued compensated absences.

Long-term debt for governmental funds is not reported as liabilities in the fund
financial statements. The debt proceeds are reported as other financial sources and
payment of principal and interest is reported as expenditures.

Compensated absences - The City’s policy regarding vacation time permits employees
to accumulate earned but unused vacation leave. The City allows the employees
upon termination to be paid for their accumulated annual leave up to a maximum of
288 hours, based on their length of employment. In addition, police officers can
accrue and will be compensated for a maximum of 240 comp-time hours. The liability
for these compensated absences is recorded as long-term debt in the government-
wide statements.

Equity classifications

Government-wide statements — Government-wide net position is divided into
three components:

e Netinvestment in capital assets - consists of the historical cost of capital
assets less accumulated depreciation and less any debt that remains
outstanding that was used to finance those assets.

 Restricted net position - consists of assets that are restricted by the
City’s creditors (for example, through debt covenants), by the state
enabling legislation (through restrictions on shared revenues), by
grantors (both federal and state), and by other contributors (including
those who have donated to the City less related liabilities).
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NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

1. Summary of significant accounting policies (continued)

Financial statement amounts (continued)

Equity classifications (continued)

e Unrestricted - all other net position is reported in this category.

When both restricted and unrestricted net positions are available for use, generally it
is the City's policy to use restricted resources first. For projects funded with tax-
exempt debt proceeds and other sources, the debt proceeds are used first.

Fund financial statements - In the governmental fund financial statements, fund
balances are classified as follows:

e Nonspendable fund balance - Amounts that cannot be spent either
because they are in a nonspendable form or because they are legally or
contractually required to be maintained intact.

e Restricted fund balance - Amounts that can be spent only for specific
purposes because of the City Charter, the City Code, state or federal
laws, or externally imposed conditions by grantors or creditors.

e Committed fund balance - Amounts that can be used only for specific
purposes determined by a formal action by City Council ordinance.

e Assigned fund balance - Amounts that are designated by the Mayor for a
particular purpose but are not spendable until a budget ordinance is
passed or there is a majority vote approval (for capital projects or debt
service) by the City Council.

e Unassigned fund balance — All amounts not included in other spendable
classifications.

When both restricted and unrestricted sources (the total of committed, assigned, and
unassigned fund balance) are available for use, generally it is the City's policy to use

restricted resources first. Further, when the components of unrestricted fund balance
can be used for the same purpose, committed fund balance is depleted first, followed
by assigned fund balance. Unassigned fund balance is applied last.

Revenues, expenditures, and expenses

Property tax calendar and revenues — The City is responsible for levying property
taxes, but the taxes are collected by the County. Taxes are levied on July 1 based on
assessed values from the State. Property taxes are due in semi-annual installments
(due September 30 and December 31) for residential property or one installment
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JUNE 30, 2014

Summary of significant accounting policies (continued)

Revenues, expenditures, and expenses (continued)

Property tax calendar and revenues - (continued)

(due September 30) for nonresidential property. Delinquent property taxes are
attached as an enforceable lien on the underlying properties, which are sold at public
auction in May of the following year, by Prince George's County.

Property tax revenues are recognized when they become available. Available
includes those property tax receivables expected to be collected within sixty days after
year end.

Expenditure/expense - In the government-wide financial statements, expenses are
classified by function for governmental activities.

In the fund financial statements, expenditures are classified by governmental function
(i.e., general government, public safety, public works, community development and
miscellaneous), and debt service capital outlay expenditures.

In the fund financial statements, governmental funds report expenditures of financial
resources.

Interfund activity — Interfund activity is reported as either loans, reimbursements or
transfers. Loans are reported as interfund receivables and payables as appropriate
and are subject to elimination upon consolidation. Reimbursements are when one
fund incurs a cost, charges the appropriate benefitting fund and reduces its related
cost as a reimbursement. All other interfund transactions are treated as transfers.

Accounting estimates - The preparation of financial statements in accordance with
generally accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Stewardship, compliance and accountability

Budgetary information

A formal budget is adopted and formal budgetary accounting is employed as a
management control for the General Fund and Special Revenue Fund. The City
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CITY OF MOUNT RAINIER, MARYLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

Stewardship, compliance and accountability (continued)

Budgetary information (continued)

Council approves, by ordinance, the total annual budget consisting of anticipated
revenues and proposed expenditures (appropriations). Any subsequent transfer of
funds between major appropriations for different purposes must be approved by the
Council before becoming effective. The basis for budgeting is the modified accrual
basis, excluding certain expenditures such as compensated absences, which results
in non-GAAP basis. All appropriations lapse at the end of the budget year to the
extent that they have not been expended.

The legal level of budgetary control (that is, the level at which expenditures cannot
exceed budgeted appropriations) is at the department level. However, with proper
approval by the City Council, budget transfers can be made. The budgeted financial
statements represented in this report reflect the final budget authorization, including
all amendments made by the City Council.

Cash deposits and investments

Deposits

At year-end, the carrying amount of the City's deposits (including cash on hand of
$700) was $1,005,241 and the corresponding bank balances were $1,135,794.
Custodial risk, in the case of deposits, is the risk that in the event of a bank failure the
City's deposits may not be returned to it. At year end, all of the City's deposits were
covered by federal depository insurance or were covered by collateral held by the
City's agent in the City's name.

Investments

At June 30, 2014, the City's investments were pooled in the state created Maryland
Local Government Investments Pool (MLGIP). The fair values of those investments
were $2,555,407. Reconciliation of cash and temporary investments as shown on the
Statement of Net Position:

Carrying amount of deposits $ 1,005,241
Carrying amount of temporary investments 2,555,407
$ 3,560,648

Per Statement of Net Position:
Cash and investments $ 3,560,648
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JUNE 30, 2014

3. Cash deposits and investments (continued)

Investments (continued)

Investment rate risk - Fair value fluctuates with interest rates, and increasing
interest rates could cause fair value to decline below original cost. To limit the
City's exposure to fair value losses arising from increasing interest rates, the
City's investment policy limits the term of investment maturities between thirty
days to one year in order to remain sufficiently liquid to enable the City to meet
all operating requirements which might be reasonably anticipated. City
management believes the liquidity in the portfolio is adequate to meet cash flow
requirements and to preclude the City from having to sell investments below
original cost for that purpose. The investments at June 30, 2014, met the City
investment policy as of that date. Investment income was comprised entirely of
interest and dividends amounting to $2,137 for the year ended June 30, 2014.

Credit risk - The investment policy of the City permits investments in the
following types of investments as authorized by the State of Maryland: direct
U.S. obligations, U.S. agency obligations, repurchase agreements, bankers'
acceptances, municipal securities, commercial paper, money market mutual
funds and the MLGIP. The MLGIP was established in 1982 under Article 95
Section 22G of the Annotated Code of Maryland and is under the
administration of the State Treasurer. It is rated AAAm by Standard & Poor's,
their highest rating for money market mutual funds. The MLGIP seeks to
maintain a constant value of $1.00 per unit. Unit value is computed using the
amortized cost method. In addition, the net assets value of the pool, marked to
market, is calculated and maintained on a weekly basis to ensure a $1.00 per
unit constant value.

Custodial credit risk - For an investment, custodial credit risk is the risk that, in
the event of failure of the counterparty, the City will not be able to recover all or
a portion of the value of its investments or collateral securities that are in the
possession of an outside party. The investments of the City were not exposed
to custodial credit risk at June 30, 2014.

Foreign currency risk - The City's investment policy does not allow for
investments denominated in foreign currencies.
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JUNE 30, 2014

Property taxes

Real estate and personal property taxes are levied based on assessments determined
by the State of Maryland.

Real estate taxes are levied on July 1 and are payable either by September 30 or in
two equal installments on September 30 and December 31. Penalties and interest are
charged thereafter. Liens are placed on delinquent property on the second Monday in
May. Sale of property because of tax liens is conducted by Prince George's County.

Personal property taxes are levied throughout the year when the assessment is
received from the State. They are payable 30 days after levy.

Real and personal property taxes are levied at rates enacted by the Mayor and City
Council in the annual budget on the assessed value as determined by the Maryland
State Department of Assessments and Taxation. Prince George's County collects all
taxes billed and the City receives its share in monthly installments from the County.
City property tax revenues are recognized when levied to the extent that they result in
current receivables. The tax rate for fiscal year ended June 30, 2014 was $0.86 per
$100 of assessed value for real property, $1.98 per $100 of assessed value for
business personal property, and $2.50 per $100 of assessed value for public utility
and railroad personal property.
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JUNE 30, 2014

5. Capital assets

Capital asset activity for the year ended June 30, 2014 is as follows:

Beginning Ending
Balance Increase Decrease Balance
Government activities:
Capital assets not being depreciated:
Land and construction in progress $ 2,193,893 § 135,018 § - $ 2,328,911
Capital assets being depreciated:
Land improvements 141,033 - - 141,033
Building and improvements 3,352,196 - 3,352,196
Equipment and vehicles 1,517,832 248,820 ® 1,766,652
Total capital assets being depreciated 5,011,061 248,820 = 5,259,881
Less accumulated depreciation for:
Land improvements 14,103 9,402 - 23,505
Building and improvements 1,164,058 93,500 - 1,257,558
Equipment and vehicles 1,081,063 184,945 = 1,266,008
Total accumulated depreciation 2,259,224 287,847 - 2,547,071
Total capital assets being depreciated, net 2,751,837 (39,027) - 2,712,810
Capital assets, net $ 4,945,730 $ 95,991 § - $ 5,041,721

Depreciation expense was charged to functions/programs of the City as follows:

General government $ 45,627
Public works 98,800
Public safety 143,420
Total $ 287,847

6. Due from other governments

At June 30, 2014, the balance of due from other governments consisted of the
following:
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JUNE 30, 2014

Due from other governments (continued)

State of Maryland:

Highway user $ 12,392

Income tax 57,027
Local:

Other grants 110,300
Total $ 179,719

Long-term debt

The City issues general obligation bonds and other indebtedness to provide funds for
the acquisition and construction of major capital facilities. General obligation bonds
are direct obligations and are pledged on the full faith and credit of the City.

General obligation bonds

In December 2008, the City issued its Series 1-2008 bond in the amount of
$1,250,000. The bonds were issued for the purpose of funding the purchase of the
Bass property. The bonds are due in semi-annual principal installments beginning
June 4, 2009 and ending December 4, 2023. Interest is due semi-annually at the rate
of 4.79%.

Debt service requirements to maturity for the 1-2008 Series bonds are as follows at
June 30, 2014:

Years Ending Principal Interest

June 30, 2015 $ 84492 $§ 33,287
June 30, 2016 88,587 29,191
June 30, 2017 92,881 24,897
June 30, 2018 97,384 20,394
June 30, 2019 102,104 15,674
Later years 250,418 16,260

$ 715,866 $ 139,703
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Long-term debt (continued)

General obligation bonds (continued)

In January 2010, the City issued its Series 1-2010 bond in the amount of $1,500,000.
This bond was issued to pay off the 1996 Series "A" loan and 1997 Series "A" loan,
which totaled $821,234. The City received $678,766 from the remainder of the bond,
which was used to purchase land and building known as the Funeral Home property.
The bonds are due in semi-annual payments with the final payment being due on
December 30, 2024. Interest is due semi-annually at 4.3%.

Debt service requirements to maturity for the 1-2010 Series bonds are as follows at
June 30, 2014:

Years Ending Principal Interest

June 30, 2015 $ 89,469 $ 47,259
June 30, 2016 93,357 43,371
June 30, 2017 97,415 39,313
June 30, 2018 101,649 35,079
June 30, 2019 106,067 30,662
Later years 633,185 80,019

$1.121,142  §275,703
Capital leases

The City has entered into the following agreements which meet the criteria of a capital
lease. Lease payments are appropriated from general fund resources. The
equipment underlying these agreements has an original cost of $450,261 and a book
value net of accumulated depreciation of $279,554.

In July 2010, the City entered into an agreement with BB&T Bank to finance a police
vehicle, dump truck, and Bobcat. The agreement requires annual payments in the
amount of $39,911.11 for a period of 4 years, including interest at 2.54%.

In October, 2013, the City entered into an agreement with Sun Trust Equipment
Finance & Leasing Corp. to finance a Mack truck. The agreement requires semi-
annual payments in the amount of $19,778.25 for a period of 4 years, including
interest at 2.02%
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Long-term debt (continued)

Capital leases (continued)

In October, 2013, the City entered into an agreement with Sun Trust Equipment
Finance & Leasing Corp. to finance two police vehicles. The agreement requires
semi-annual payments in the amount of $10,800.87 for a period of 4 years, including
interest at 1.88%

The following is a schedule of the future minimum lease payments under these capital
lease arrangements at June 30, 2014:

Years Ending Payments

June 30, 2015 $ 101,069
June 30, 2016 61,158
June 30, 2017 50,358
June 30, 2018 19,778
Total payments 232,363
Less interest 7,906
Present value of lease payments $ 224457

Changes in long-term debt
The following is a summary of changes in general long-term debt:

Balance Balance Due within

July 1, 2013 Increase Decrease  June 30, 2014 One Year
General obligation bonds $ 2,053,582 $ - $ (216,574) $ 1,837,008 $ 173,960
Capital leases 76,881 213,996 (66,420) 224,457 96,690
Accrued vacation leave 202,100 - (6,745) 195,355 -
Total $ 2,332,563 $ 213,996 $ (289,739) $ 2,256,820 $ 270,650
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JUNE 30, 2014

Interfund receivables and payables

Interfund receivable and payable balances at June 30, 2014, were:

Interfund Interfund

Fund Receivables Payables

General fund $ - $ 32,755
Special revenue fund 32,755 -

32,755 32,755

Fund balance

The Council of the City of Mount Rainier has assigned $744,722 of the fund balance
for subsequent expenditures. The restricted fund balance of $380,257, which was
generated from the speed monitoring program, has been restricted for public safety
programs.

State retirement and pension systems of Maryland

Plan description

Employees of the City are covered by the Pension System for Employees of the State
of Maryland or the Employees Retirement System of the State of Maryland. These
systems are part of the Maryland State Retirement and Pension System (the State
System), and are cost-sharing multiple-employer public employee retirement systems.
The State System provides pension, death, and disability benefits to plan members
and beneficiaries.

The Plan is administered by the State Retirement Agency (“Agency”). Responsibility
for the administration and operation of the State System is vested in a 14-member
Board of Trustees. The State System was established by the State Personnel and
Pensions Article of the Annotated Code of Maryland. The Agency issued a publicly
available financial report that includes basic financial statements and required
supplementary information for the State System. The report may be obtained by
writing to the State Retirement and Pension System of Maryland, 120 E. Baltimore
Street, Baltimore, Maryland 21202-1600 or calling (800) 492-5909.
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JUNE 30, 2014

State retirement and pension systems of Maryland (continued)

Funding policy

The State Personnel and Pensions Article require active members to contribute to the
System at the rate of 5% to 7% of their covered salary, depending on the retirement
option selected. The City is required to contribute at an actuarially determined rate.
The City's contribution for the year ended June 30, 2014, was $168,542, which was
equal to the required contribution for the year.

Deferred compensation

The government offers its employees a deferred compensation plan created in
accordance with Internal Revenue Code Section 457. The plan, available to all
government employees, permits them to defer a portion of their salary until future
years. Participation in the plan is optional. The deferred compensation is not
available to employees until termination, retirement, death or unforeseeable
emergency. All amounts of compensation deferred under the plan, all property rights
purchased with those amounts, and all income attributable to those amounts, property
or rights are the property and rights of the participants.

Contingent liabilities

The City participates in a number of state and federally assigned grant programs
which are subject to financial and compliance audits by the grantors or their
representatives. Disallowed claims, if any, may constitute a liability of the applicable
fund. The claims which may be disallowed cannot be currently determined, although
the City expects such amounts, if any, to be immaterial.

Litigation

There are various pending lawsuits in which the City is involved. The City attorney
and legal counsel for the insurance carrier estimate that the potential claims against
the City not covered by insurance, if any, would not materially affect the financial
statements of the City.
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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's general liability risks are financed through the City's participation
in the Local Government Insurance Trust (LGIT). The City pays an annual premium to
LGIT for its general insurance coverage. The agreement with LGIT provides that LGIT
will be self-sustaining through member premiums and will reinsure through commerecial
companies for claims in excess of $1,000,000. The City continues to carry
commercial insurance for employee health and accident insurance and worker's
compensation. Settled claims resulting from these risks have not exceeded
commercial insurance coverage, and no significant reductions in insurance coverage
have occurred, in any of the past three fiscal years.

Post retirement benefits

The City has no liability for post retirement benefits at June 30, 2014.

Subsequent events

The City evaluated subsequent events for potential required disclosures through
January 29, 2015, which represents the date the financial statements were available

to be issued.
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CITY OF MOUNT RAINIER, MARYLAND

SCHEDULE OF REVENUES AND EXPENDITURES

BUDGET AND ACTUAL - NON-GAAP BUDGETARY BASIS
GENERAL FUND - SUMMARIZED

REVENUES:
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Miscellaneous
Investment earnings

Total revenues

EXPENDITURES:
General government
Public safety
Public works
Community development
Miscellaneous
Debt service
Capital outlay

Total expenditures

Other Financing Sources/(Uses):
Proceeds from issuance of capital
lease

Excess (deficiency) of revenues over
expenditures

Appropriation of fund balance

Net change in fund balance

YEAR ENDED JUNE 30, 2014

Variance with

Final Budget -
Budgeted Amounts Actual Amounts, Favorable

Original Final Budgetary Basis (Unfavorable)
$ 3,521,500 $ 3521500 $ 3,670,327 $ 148,827
577,750 577,750 465,380 (112,370)
258,500 258,500 261,708 3,208
72,250 72,250 47,630 (24,620)
111,000 111,000 157,786 46,786
30,000 30,000 78,754 48,754
3,250 3,250 2,137 (1,113)
4,574,250 4,574,250 4,683,722 109,472
883,500 883,500 819,273 64,227
2,394,200 2,394,200 2,194,640 199,560
1,026,500 1,026,500 920,510 105,990
101,050 101,050 81,396 19,654
174,750 174,750 80,898 93,852
320,250 320,250 376,628 (56,378)
123,000 123,000 249,130 (126,130)
5,023,250 5,023,250 4,722,475 300,775
- - 213,996 213,996
(449,000) (449,000) 175,243 624,243
449,000 449,000 - (449,000)
$ 5 $ - $ 175,243 $ 175,243

See independent auditor’s report.

34



CITY OF MOUNT RAINIER, MARYLAND

SCHEDULE OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL - NON-GAAP BUDGETARY BASIS
GENERAL FUND

(CONTINUED)

REVENUES:

Taxes:
Real estate
Business personal property
Public utilities personal property
Admission and amusement
Property liens
Penalties and interest on taxes
Miscellaneous
Shared income tax - state

Total taxes

Licenses and permits:
Burglar alarm registration
CDMA fees
Occupancy/building license
Traders licenses
Residential rental licenses
Building permits
CATV revenue
Franchise fee
Vacant building fees
Other licenses and permits

Total licenses and permits

YEAR ENDED JUNE 30, 2014

Variance with

Final Budget -
Budgeted Amounts Actual Amounts, Favorable
Original Final Budgetary Basis (Unfavorable)

$ 2,860,000 2,860,000 $ 2,913,120 53,120
53,000 53,000 43,685 (9,315)
75,000 75,000 72,715 (2,285)
3,000 3,000 6,602 3,602
10,000 10,000 33,475 23,475
5,500 5,500 29,279 23,779
515,000 515,000 571,451 56,451
3,521,500 3,521,500 3,670,327 148,827
750 750 650 (100)
16,000 16,000 - (16,000)
10,500 10,500 10,990 490

- - 240 240
381,000 381,000 258,535 (122,465)
4,000 4,000 4,447 447
60,000 60,000 68,459 8,459
100,000 100,000 111,993 11,993
4,000 4,000 7,480 3,480
1,500 1,500 2,586 1,086
577,750 577,750 465,380 (112,370)

See independent auditor’s report.
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CITY OF MOUNT RAINIER, MARYLAND
SCHEDULE OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL - NON-GAAP BUDGETARY BASIS
GENERAL FUND
(CONTINUED)

YEAR ENDED JUNE 30, 2014

Variance with

Final Budget -
Budgeted Amounts Actual Amounts, Favorable
Original Final Budgetary Basis (Unfavorable)
REVENUES: (continued)
Intergovernmental:
State:
Highway user tax $ 126,000 $ 126,000 $ 125,523 $ (477)
Police protection 104,000 104,000 107,451 3,451
County: -
Disposal fee rebate 22,000 22,000 22,180 180
Financial 6,500 6,500 6,554 54
Total intergovernmental 258,500 258,500 261,708 3,208
Charges for services:
Brentwood MOU police 500 500 - (500)
Public parking facilities 55,000 55,000 26,051 (28,949)
Public transportation 3,500 3,500 10,175 6,675
Waste collection 1,000 1,000 2,810 1,810
Trash hauler fees 1,000 1,000 535 (465)
CDMA administrative fees 1,250 1,250 1,768 518
City service fees 4,500 4,500 1,411 (3,089)
Other charges for services 5,500 5,500 4,880 (620)
Total charges for services 72,250 72,250 47,630 (24,620)
Fines and forfeitures:
Parking fines 60,000 60,000 38,240 (21,760)
Complus parking - - 40,190 40,190
Meter violations 17,000 17,000 6,341 (10,659)
Complus meter violations - - 10,175 10,175
Parking citation recovery 10,000 10,000 22,555 12,555
Municipal code violations 3,000 3,000 4,885 1,885
Speed camera 15,000 15,000 24,245 9,245
Impoundment fees 6,000 6,000 11,155 5,155
Other fines and forfeitures - = - -
Total fines and forfeitures 111,000 111,000 157,786 46,786

See independent auditor’s report.
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CITY OF MOUNT RAINIER, MARYLAND
SCHEDULE OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL - NON-GAAP BUDGETARY BASIS
GENERAL FUND
(CONTINUED)

YEAR ENDED JUNE 30, 2014

Variance with

Final Budget -
Budgeted Amounts Actual Amounts, Favorable
Original Final Budgetary Basis (Unfavorable)
REVENUES: (continued)
Miscellaneous:
Interest $ 3,250 $ 3250 §$ 2,137 $ (1,113)
Sales of property - - 9,100 9,100
Bus shelter advertising 750 750 296 (454)
Rent income 26,000 26,000 29,100 3,100
Confiscated funds - - - -
Insurance damage recovery - - 18,369 18,369
National night out 500 500 1,000 500
Mount Rainier day 1,500 1,500 10,805 9,305
Bike co-op - - 2,044 2,044
Other revenue 1,250 1,250 8,040 6,790
Total miscellaneous 33,250 33,250 80,891 47,641
Total Revenues 4,574,250 4,574,250 4,683,722 109,472
EXPENDITURES:
General government:
Mayor and council:
Personnel $ 34,000 $ 34,000 $ 32,331 $ 1,669
Other operating 20,500 20,500 15,549 4,951
Total Mayor and Council 54,500 54,500 47,880 6,620
City Administration:
Personnel 498,500 498,500 486,832 11,668
Other operating 111,250 111,250 74,067 37,183
Total City administration 609,750 609,750 560,899 48,851

See independent auditor’s report.



CITY OF MOUNT RAINIER, MARYLAND

SCHEDULE OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL - NON-GAAP BUDGETARY BASIS
GENERAL FUND
(CONTINUED)

YEAR ENDED JUNE 30, 2014

Variance with

Final Budget -
Budgeted Amounts Actual Amounts, Favorable
Original Final Budgetary Basis (Unfavorable)
EXPENDITURES: (continued)
3409 Rhode Island Avenue:
Other operating $ 9,750 $ 9750 $ 11,971 $ (2,221)
3200 Rhode Island Avenue:
Other operating 500 500 = 500
3204-3208 Rhode Island Avenue:
Other operating 500 500 323 177
3405 Rhode Island Avenue:
Other operating 8,000 8,000 7,984 16
Legal and elections:
Other operating 41,000 41,000 47,277 (6,277)
3601 Bunker Hill:
Other operating 5,500 5,500 4,296 1,204
Communications and newsletter:
Other operating 32,750 32,750 34,512 (1,762)
Communications - cable TV:
Personnel 22,000 22,000 16,445 5,655
Other operating 55,750 55,750 34,620 21,130
Total Communications - Cable TV 77,750 77,750 51,065 26,685
Mount Rainier Day:
Personnel 9,250 9,250 6,715 2,535
Other operating 9,750 9,750 20,298 (10,548)
Total Mount Rainier Day 19,000 19,000 27,013 (8,013)
City tax credit:
Other operating 24,500 24,500 26,053 (1,553)
Total General Government 883,500 883,500 819,273 64,227

See independent auditor’s report.
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CITY OF MOUNT RAINIER, MARYLAND
SCHEDULE OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL - NON-GAAP BUDGETARY BASIS
GENERAL FUND
(CONTINUED)

YEAR ENDED JUNE 30, 2014

Variance with

Final Budget -
Budgeted Amounts Actual Amounts, Favorable
Original Final Budgetary Basis (Unfavorable)
EXPENDITURES: (continued)
Public safety:

Police:

Personnel $ 1,838,300 $ 1,838,300 $ 1,664,981 $ 173,319

Other operating 288,000 288,000 265,838 22,162
Total Police 2,126,300 2,126,300 1,930,819 195,481
Parking enforcement:

Personnel 52,050 52,050 50,600 1,450

Other operating 29,250 29,250 32,661 (3,411)
Total parking enforcement 81,300 81,300 83,261 (1,961)
Speed camera:

Other operating 6,000 6,000 9,663 (3,663)
Code enforcement:

Personnel 137,100 137,100 135,007 2,093

Other operating 36,750 36,750 29,575 7,175
Total code enforcement 173,850 173,850 164,582 9,268
National night out:

Personnel 3,250 3,250 2,229 1,021

Other operating 2,000 2,000 2,586 (586)
Total National Night Out 5,250 5,250 4,815 435
Fire department:

Other operating 1,500 1,500 1,500 -

Total Public Safety 2,394,200 2,394,200 2,194,640 199,560

See independent auditor’s report.
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CITY OF MOUNT RAINIER, MARYLAND
SCHEDULE OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL - NON-GAAP BUDGETARY BASIS
GENERAL FUND
(CONTINUED)

YEAR ENDED JUNE 30, 2014

Variance with

Final Budget -
Budgeted Amounts Actual Amounts, Favorable
Original Final Budgetary Basis (Unfavorable)
EXPENDITURES: (continued)
Public Works:
Public works administration:
Personnel $ 580,500 $ 580,500 $ 548,187 $ 32,313
Other operating 161,000 161,000 132,587 28,413
Total Public works administration 741,500 741,500 680,774 60,726
Highway and street:
Other operating 90,000 90,000 65,195 24,805
Street lighting:
Other operating 110,000 110,000 98,038 11,962
Waste disposal:

Other operating 85,000 85,000 76,503 8,497
Total Public Works 1,026,500 1,026,500 920,510 105,990
Community development:

Call-A-Bus:

Personnel 59,800 59,800 45,287 14,513

Other operating 13,000 13,000 10,651 2,349
Total Call-A-Bus 72,800 72,800 55,938 16,862
Library:

Other operating 9,750 9,750 8,436 1,314
Community programs:

Other operating 16,750 16,750 14,173 2,577

See independent auditor’s report.

40



CITY OF MOUNT RAINIER, MARYLAND

SCHEDULE OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL - NON-GAAP BUDGETARY BASIS
GENERAL FUND
(CONTINUED)

YEAR ENDED JUNE 30, 2014

Variance with

Final Budget -
Budgeted Amounts Actual Amounts, Favorable
Original Final Budgetary Basis (Unfavorable)
EXPENDITURES: (continued)
Bike Co-op:
Other operating $ 1,000 $ 1,000 $ 2,733 §$ (1,733)
Tool shed:
Other operating 750 750 116 634
Total community development 101,050 101,050 81,396 19,654
Miscellaneous:
General insurance 97,500 97,500 80,898 16,602
Fund reserve 45,000 45,000 - 45,000
Contingency 32,250 32,250 - 32,250
Total miscellaneous 174,750 174,750 80,898 93,852
Debt service:
Principal 219,250 219,250 282,994 (63,744)
Interest 101,000 101,000 93,634 7,366
Total Debt Service 320,250 320,250 376,628 (56,378)
Capital outlay:
Capital equipment 123,000 123,000 215,112 (92,112)
Redevelop City Funds = - 34,018 (34,018)
Total Capital Outlay 123,000 123,000 249,130 (126,130)
Total Expenditures 5,023,250 5,023,250 4,722,475 300,775
Other Financing Sources/(Uses):
Proceeds from issuance of capital
lease - - 213,996 213,996
Excess (deficiency) of revenues over
expenditures (449,000) (449,000) 175,243 624,243
Appropriation of fund balance 449,000 449,000 - (449,000)
Net change in fund balance $ - $ - $ 175,243  $ 175,243

See independent auditor’s report.
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CITY OF MOUNT RAINIER, MARYLAND

SCHEDULE OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL - NON-GAAP BUDGETARY BASIS

REVENUES:
Intergovernmental:

Federal grants:
Justice program
CDBG grant
FTA Transportation grant

State grants:
State Bond Bill Grant
GOCCP Bryne grant
SHA DWI grant
Chesapeake Bay Trust grant
Smart Energy Communities grant

County grants:
County tree grant
Community legacy grant
Mount Rainier Day grant
National night out
Community Garden grant
Senior aging program grant
Storm drainage grant

Total Intergovernmental
Miscellaneous:
LGIT Grant

Interest

Total Revenue

SPECIAL REVENUE FUND

YEAR ENDED JUNE 30, 2014

Variance with
Final Budget -
Budgeted Amounts Actual Amounts, Favorable

Original Final Budgetary Basis (Unfavorable)
$ - - $ 5,374 $ 5,374
446,000 446,000 101,000 (345,000)
100,000 100,000 - (100,000)

- - 14,835 14,835
10,000 10,000 7,937 (2,063)
25,000 25,000 - (25,000)
2,500 2,500 - (2,500)
1,000 1,000 - (1,000)
2,500 2,500 - (2,500)

- - 5,000 5,000
587,000 587,000 134,146 (452,854)
587,000 587,000 134,146 (452,854)

See independent auditor’s report.
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EXPENDITURES:

General government:

Employee training - LGIT grant

Community Garden
Community legacy
Mount Rainier Day

Smart Energy Communities
Chesapeake Bay Trust grant expense

(CONTINUED)

YEAR ENDED JUNE 30, 2014

Total general government

Public Safety:

CSAFE grant expenses

Justice program
Police grant

National Night Out grant

Total Public Safety

Public Works:
Tree grant

Rainier Ave. - drain project
Public works FTA grant

Total Public Works

Community development:
Senior aging grant expense
CDBG contract work

Total community development

Total Expenditures

Excess (deficiency) of revenues over

expenditures

CITY OF MOUNT RAINIER, MARYLAND

SCHEDULE OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL - NON-GAAP BUDGETARY BASIS
SPECIAL REVENUE FUND

Variance with

Final Budget -
Budgeted Amounts Actual Amounts, Favorable
Original Final Budgetary Basis (Unfavorable)
$ . - - $ :
2,500 2,500 - 2,500
25,000 25,000 - 25,000
2,500 2,500 - 2,500
. - 14,835 (14,835)
100,000 100,000 - 100,000
130,000 130,000 14,835 115,165
1,000 1,000 - 1,000
1,000 1,000 - 1,000
10,000 10,000 4,625 5,375
10,000 10,000 4,625 5,375
- - 4,218 (4,218)
446,000 446,000 101,000 345,000
446,000 446,000 105,218 340,782
587,000 587,000 124,678 462,322
$ - - $ 9,468 $ 9,468

See independent auditor’s report.
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CITY OF MOUNT RAINIER, MARYLAND
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

YEAR ENDED JUNE 30, 2014

Budgetary Information

Formal budgetary accounting is employed as a management control during the year
for the General Fund. The City Council approves, by ordinance, the total annual
budget consisting of anticipated revenues and proposed expenditures
(appropriations). Any subsequent budget transfers must be approved by the Council
before becoming effective. All appropriations lapse at the end of the budget year to
the extent that they were not expended.

Reconciliation of budgetary basis and GAAP basis

Actual results of operations are presented in the Statement of Revenues,
Expenditures and Changes in Fund Balance - Governmental Fund and the Schedules
of Revenues and Expenditures - Budget and Actual - Non-GAAP Budgetary Basis, in
order to provide a meaningful comparison of actual results with budget estimates.

Other disclosures

The expenditures exceeded the budgeted amounts for the following departments:

General Fund:

3409 Rhode Island Avenue $ 2,221
Legal and elections 6,277
Communications and newsletter 1,762
Mount Rainier Day 8,013
City tax credit 1,553
Parking enforcement 1,961
Speed camera 3,663
Bike co-op 1,733
Debt service 56,378
Capital outlay 126,130
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CITY OF MOUNT RAINIER, MARYLAND
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION

YEAR ENDED JUNE 30, 2014

Other disclosures (continued)

The major difference between budget basis and GAAP basis is the appropriation of
prior year surplus as a revenue item. $449,000 of fund balance was included as a
revenue source on the budgetary statement.

The departments on the Schedule of Revenues and Expenditures - Budget and Actual
have been further grouped by major governmental functions.
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Murphy & Murphy, CPA, LL.C
Certified Public Accountants

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

To the Mayor and City Council
City of Mount Rainier, Maryland

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United
States, the financial statements of the governmental activities and each major fund of
the City of Mount Rainier, Maryland (the City), as of and for the year ended June 30,
2014, and the related notes to the financial statements, which collectively comprise the
City of Mount Rainier, Maryland’s basic financial statements, and have issued our
report thereon dated January 29, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City
of Mount Rainier, Maryland’s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the City of Mount Rainier, Maryland’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the
City of Mount Rainier, Maryland’s internal control.
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A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, misstatements on a timely basis. A material
weakness is a deficiency, or a combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or, significant deficiencies. Given these
limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

Compliance and Other Matters

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

Purpose of this Report

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

/
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Murphey * Muephy, PR, LLC

La Plata, Maryland
January 29, 2015
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