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10200 Grand Central Avenue  Suite 250  Owings Mills  Maryland 21117  P 410.584.0060  F 410.584.0061 

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS  

City of Hagerstown, Maryland 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, each major fund, and the aggregate remaining fund information of the 
City of Hagerstown, Maryland (the City) as of and for the year ended June 30, 2020, 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 

The City’s management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal controls 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 basic financial statements based on our audit. 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 

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 controls 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 controls. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 
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Opinions 
 
In our opinion, the basic financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City, as of June 
30, 2020, and the respective changes in financial position and, where applicable, cash flows 
thereof and the respective budget and actual for the general fund 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, the schedule of proportionate share of the net pension 
liability and schedule of contributions for the State of Maryland Retirement and Pension System, 
the schedule of changes in pension fund net pension liability and related ratios and schedule of 
employer contributions for the City of Hagerstown Police and Fire Employees’ Retirement Plan, 
the schedule of contributions, and the schedule of changes in net OPEB liability and related 
ratios for the Other Post-Employment Benefits 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.  
 
Supplementary and Other Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the City’s basic financial statements. The introductory section, combining 
and individual fund statements, budgetary comparison schedules, and statistical tables are 
presented for purposes of additional analysis and are not a required part of the basic financial 
statements.  
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The combining and individual fund statements and budgetary comparison schedules are the 
responsibility of management and were derived from and relates directly to the underlying 
accounting and other records used to prepare the basic financial statements. Such information has 
been subjected to the auditing procedures applied in the audit of the basic financial statements 
and certain additional procedures, including comparing and reconciling such information directly 
to the underlying accounting and other records used to prepare the basic financial statements or 
to the basic financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the 
accompanying combining and individual fund statements and budgetary comparison schedules 
are fairly stated in all material respects in relation to the basic financial statements as a whole.  

The introductory section and statistical tables have not been subjected to the auditing procedures 
applied in the audit of the basic financial statements and, accordingly, we do not express an 
opinion or provide any assurance on them. 

Owings Mills, Maryland 
October 28, 2020 
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Position

Net Investment in Capital Assets, Restricted
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and No. 61 Conduit Debt Obligations
Omnibus 2020; Replacement of Interbank Offered Rates

Public-Private and Public-Public Partnerships and Availability 
Payment Arrangements Subscription-Based Information 
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and Accounting and Financial Reporting for Internal Revenue Code Section 457 
Deferred Compensation Plans—an amendment of GASB Statements No. 14 and No. 
84, and a supersession of GASB Statement No. 32. 

Postponement of the Effective 
Dates of Certain Authoritative Guidance
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Plan description. 
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Investments: Rate of return. 
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Net OPEB liability and OPEB Expense
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Actuarial methods and assumptions. 

Assumptions.
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Sensitivity of the net OPEB liability to changes in the discount rate. 

Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates. 
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 OPEB deferred outflows of resources and deferred inflows of resources: 

Plan description
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Summary of significant accounting policies
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Funding policy.

 Net pension liability and pension expense.
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Sensitivity of the net pension liability to changes in the discount rate.

Deferred outflows and inflows of resources related to pensions.

Financial Section Notes to the Financial Statements | 76



Actuarial methods and assumptions. 

Pensions.
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 Plan Description

 Contributions

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to Pensions: 
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Actuarial Assumptions: 
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Discount Rate: 

 Sensitivity of the City’s proportionate share of the net pension liability to changes in the 
discount rate. 

 Pension plan fiduciary net position. 

Financial Section Notes to the Financial Statements | 80



Financial Section Notes to the Financial Statements | 81



Financial Section Notes to the Financial Statements | 82



Financial Section Notes to the Financial Statements | 83



Financial Section Notes to the Financial Statements | 84



Financial Section Notes to the Financial Statements | 85



Financial Section Notes to the Financial Statements | 86



Financial Section Notes to the Financial Statements | 87



*  This statement is continued on next page.
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Parks and Recreation



 
SPECIAL REVENUE FUNDS 

 
These funds are used to account for the proceeds of specific revenue 
sources (other than major capital projects) that are restricted to 
expenditures for specified purposes. 

 
Community Development Block Grant Fund - This fund is used to 
account for activities which promote the rehabilitation and development of 
residential and commercial neighborhoods by providing loans, grants and 
public facilities and services. 

 
Economic Redevelopment Fund - This fund is used to account for 
activities related to purchase and redevelopment of targeted properties in 
the City’s downtown central business district.  These activities are 
primarily funded by federal and state grants. 
 
Flexible Spending Fund – This fund is used to account for the City 
Employee Flexible Spending Account (FSA) program.  Funds are 
deposited on a pre-tax basis to this fund by employees participating in the 
FSA Program for reimbursed medical and dependent care costs.  The City 
savings in social security and Medicare costs from this pre-tax funding are 
used to pay for this program’s administrative costs. 

 
Business Revolving Loan - This fund is designed to assist in the 
recruitment, retention and expansion of businesses within the City of 
Hagerstown, Maryland. 

 
Excise Tax Fund - This fund was created to account for funds received 
from the excise tax.  Revenues from the excise tax imposed through 
Washington County may only be used for specific purposes and this fund 
will be used to account for those funds. 
 
Grant Revenue Fund - This fund was created to account for operating 
grant revenues from various agencies – federal, state, and local. 
 
Forest Conservation Fund - This fund is designed for developers to have 
the option to pay into a special City fund for offsite forestation activities.  In 
return, this funding is utilized by the City to plant trees. 
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Growth and Expansion in Hagerstown



NONMAJOR ENTERPRISE FUNDS

Enterprise funds are to be used to account for operations that are financed 
and operated in a manner similar to private business enterprises, where 
the intent of the Mayor and Council is that the costs of providing goods or 
services to the general public on a continuing basis be financed or 
recovered primarily through user charges; or where the Mayor and Council 
has decided that periodic determination of net income is appropriate for 
accountability purposes. 

Golf Course Fund - This fund is used to account for all activities relating 
to the City’s public golf course. 

Property Management Fund - This fund is used to account for all 
activities related to rental properties owned and managed by the City. 

Parking Fund - This fund is used to account for all activities related to 
parking lots, parking decks, and parking enforcement owned and 
managed by the City. 
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City Center — The Heart of Hagerstown



INTERNAL SERVICE FUNDS

Internal service funds are used to account for the financing of goods or 
services provided by one department or agency to other departments or 
agencies of the government and to other government units, on a cost 
reimbursement basis. 

Worker’s Compensation Fund - The City manages its uncovered 
workers’ compensation risks and sets aside assets for claim settlement in 
its Internal Service Fund, the Workers’ Compensation Fund (WCF).  WCF 
services claims for risk of loss to which the City was exposed for workers’ 
compensation injuries.  All funds to which employees are assigned 
participate in the WCF.  It allocates the cost of providing claims servicing 
and claims payment by charging a “premium” to each fund based on its 
exposure.  This charge considers recent trends in actual claims 
experience of the City as whole and makes provision for catastrophic 
losses.

Health Insurance Fund - The City manages its new self-insurance 
program for health care in its Internal Service Fund, the Health Insurance 
Fund (HIF).  Under this self-funded plan the City pays a standard monthly 
administrative fee for each covered member and accepts claim risks up to 
a specific stop loss for each individual covered.  In addition, a second level 
of insurance called the aggregate stop loss which assures that the City 
does not pay more than the maximum projected expenses.  All funds to 
which employees are assigned participate in the HIF.  It allocates the 
costs by billing a pre-established internal “insurance” rate for each funds 
employees, retirees and dependents.  This charge represents funding 
sources for the HIF from which all health care related administrative and 
medical reimbursement costs are paid. 

Dental Insurance Fund – Similar to the Health Insurance Fund this Fund 
manages the Dental Insurance.  It allocates the costs by billing a pre-
established internal “insurance” rate for each fund’s employees, retirees 
and dependents.  This charge represents funding sources from which the 
dental care related administrative and reimbursement costs are paid. 
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Healthy Living



STATISTICAL SECTION

This part of the City of Hagerstown’s comprehensive annual financial 
report represents detailed information as a context for understanding what 
the information in the financial statements, note disclosures, and required 
supplementary information says about the City’s overall financial health. 

Financial Trends – These schedules contain trend information to help the 
readers understand how the City’s financial performance and well-being 
have changed over time. 

Revenue Capacity – These schedules contain information to help the 
reader assess the City’s most significant local revenue source, the 
property tax. 

Debt Capacity – These schedules present information to help the reader 
assess the affordability of the City’s current levels of outstanding debt and 
the City’s ability to issue additional debt in the future. 

Demographic and Economic Information – These schedules offer 
demographic and economic indicators to help the reader understand the 
environment within which the City’s financial activities take place. 

Operating Information – These schedules contain service and 
infrastructure data to help the reader understand how the information in 
the City’s financial report relates to the services the City provides and the 
activities it performs. 

Sources:  Unless otherwise noted, the information in these schedules is derived from the 
comprehensive annual financial reports for the relevant year. 



[THIS PAGE INTENTIONALLY LEFT BLANK]



Statistical Section Financial Trends | 107



Statistical Section Financial Trends | 108



Statistical Section Financial Trends | 109



Statistical Section Financial Trends | 110



Statistical Section Financial Trends | 111



Statistical Section Financial Trends | 112



Statistical Section Revenue Capacity | 113



Statistical Section Revenue Capacity | 114



Statistical Section Revenue Capacity | 115



Statistical Section Revenue Capacity | 116



Statistical Section Debt Capacity | 117



Statistical Section Debt Capacity | 118



Statistical Section Debt Capacity | 119



Statistical Section Debt Capacity | 120



Statistical Section Demographic and Economic Information | 121



Statistical Section Demographic and Economic Information | 122



Statistical Section Demographic and Economic Information | 123



Statistical Section Demographic and Economic Information | 124



Statistical Section Demographic and Economic Information | 125



Statistical Section Operating Information | 126



Statistical Section Operating Information | 127



Statistical Section Operating Information | 128



Statistical Section Operating Information | 129



Hagerstown Gives Back




