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Independent-Ar,rditors' Report

To the Town Crmmissioners
Town of Charlestown

We have audited the accompanying financial statements of the governmental activities, the business-
type activities and each major fund of the Town of Charlestown as of and for the year ended June 30,
2011, which collectively comprise the Town of Charlestown's basic financial statemenls as listed in the
table of contents. These ftnancial statements are the responsibility of Town of Charlestown's manage-
ment. 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. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial staternents are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disdosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,

as well as evaluating the overall financial statement presenbation. We believe that our audit provides a

reasonable basis for our opinion.

In our opinion, the flnancial statements referred to above present falrly, ln all material respects, the
respective financial posltlon of the governmenhal activlties, the business'lype activities and each major
fund of the Town of Charlestown as of June 30, 2011, and the respective changes in financial position

and crsh flows, where applicable, thereof for the year then ended in conformity with accounting
principles generally arcepted in the United States of America.

Accounting principles generally accepted in the United States of America require that the management's

discussion and analysis and budgetary comparison information on pages 2 through 7 and 30 through 32

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, economig or historical context. We have applied certain limited procedures to the required

supplemenbary information in accordance with auditing standards generally accepted in the United States

of America, which consisted of inguiries of management about the methods of preparing the information

and comparlng the information for consistency with management's responses to our inquirieg the basic

financial statements, and other knowledge we obtained during our audit of the basic financial
statemenbs, 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 expense an opinion or provide any
assurance.

6fu'*,W,'e'w't1k'
October 7,Z0Ll U
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TOWN OF CHARLESTOWN

Management! Discussion and Analysis
June 30, 2011

As management of the Town of Charlestown, Maryland ("fie Town"), we offer readers of the Townt
flnancial statemenb this narrative overuiew and analysls of the financial activities of the Town for the
fiscalyear ended June 30, 2011. The Management's Discussion and Analysis (MD&A) is best understood il
read in conjundion with the Town's basic financial statemenE.

Financial Highlights
The assets of the Town exceeded its liabilities at the close of the 2011 fiscal year by $5,136,619 (net
assets). Approximately 67Vo of this amount is atfibutable to the Utility Fund. Of the total net asseb,

$1,191,466 (unresbicted net asseb) may be used to meet the Town's ongoing obligations to ciUzens and
creditors (639o of this amounl is attribuable to the Utility Fund), and $3,933,653 ls invested in capital
assets, net of related debt. As of June 30, 2011, the Town's governmental funds reported combined
ending fund balances of $453,279. Of this tobl amount , $4L,779 or 97Vo ls avallable b meet the Town's
current and future needs and is classlfied as unrestricted fund balance. As of June 30, 2011, the
unrestricted fund balance for the General Fund (primary operatjng fund) was $512,684 or 71o/o of total
General Fund expenditures. The Town's total long-tenn debt decreased by ($30,109) during the current
fiscal year.

Overyl€w of the Financial Statements
Thls dlscusslon and analysis is interded to serye as an Introduction to the Townt basic financial
s€temenb. The basic financlal statements are comprlsed of three components: 1) governrnent-wide

financlal statements, 2) fund flnancial statements, and 3) notes to the financial statements. This report
also oontains ofner required supplementary information in addltion to the basic financial statements
themselves,

Government-wide financial statements. The government-wlde flnanclalsEhmengare desigred b
provide readers with a broad overview ol the Town's finances, in a manner simllar to a prlnte sector
business. The Statement of Net AsseE presenb information on all of the Tontnt asseE and liabllldes,
with the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful Indicabr of whether the flnancial peltion of the Town is improving or
deterioraUng.

The Statement of Actlvltles presents information showing how the Townt net asseb changed durlng the
most recent fiscal year. All changes in net asseb are reported as soon as the underlylng event glvlng rlse
to the change occurs, regadless of the timing of related ash flows.'fhus, revenues and expenses are
reported in this statement for some items that wlll only result in cash flows in future fiscal periods (e.9.,
uncollected taxes).

Both of tfie government-wide financial statements distinguish functions of the Town that are principally
supported by taxes and intergovernmental revenues (governmental activlties) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-

We activitles). The governmental actjvities of the Town Include general government, publicsafety, public
works, and parks and recreation, The business-type activitjes of the Town include Water and Sewer
operations.

Fund financlal statements. A fundis a grouping of related ac@unts that is used to malntain control
over resources that have been segregated for specific activities or obJectives. The Town, like other state
and localgovernmen6 uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. Allof the funds of the Town can be divided into two categories: governmentalfunds
and proprietary funds,
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TOWN OF CHARLESTOWN

Managemenfs Discussion and Analysis
lune 30, 2011

Goy€rnmental funds. Gorernmenbl funds are used to ac@unt for essentially the sarne functions
reported as gpvemmentalactivitiesln the gwernment-wide flnancial sbtements. However, unlike the
government-wide financial sbtemenb, governmental fund financialsf,abmenE foqJs on nffirEtm infrous
and oufflows of spendable tesources, as well ason fulanes of spendable resourcesavailable atthe end

of the fiscal year. Such information may be useful in evaluaUng a governments near-term financing
requlremenb.

Because the focus of govemmenAl funds is narrower than that of the government-wide financial
statements, it ls useful to compare the information presented for governmental funds with similar
informafion presented for gotnmmental activities in the gorernment-wide ffnancial statements. By so

doing, readers may better undersbnd the long-term impact of the governmenfs near-term flnancing
decisions. Both the Governrnental Fund Balance Sheet and Govemmental Fund Sbtement of Revenues,

Expenditures and Changes in Fund Balances provide a reconclliadon to facilitate this comparison between

governmenhlfunds and governmental activities,The Town malntains two individualgwernnrentalfunds,
the General and the Special Revenue Funds.

Information is presented separately In the Governmental Fund Balance Sheet and in the Governmental

Fund Statemenb of Revenues, Expenditures and Changes in Fund Balances for both ofthe governrnental

funds. The Tonrn adopts an annual appropriated budget for lts General Fund. A budgeEry mmparison

statement has been provided for $re General Fund to demonstrate compliance with this budget. The bas'r

governmental fund ftnancial statemenb can be found on pages 10-13. The budgetary comparism can be

found as o$er requlred supplemenhry informafion on pages 30-32.

proprietary funds. The Town mainbins one proprietary-type fund: an enterprlse fund. Enterpri* funds

are used toleport $re same functions presented as buslness-We actldties in the governmenbl-wide

financial statemen$. The Town uses an enterprlse fund to account for lts utilities (water and sewer)

activities. The basic proprietary fund flnanclal statements can be fuund on pages 14'17 of this report.

Summary of signlficant accountlng policles and notes to the financial statements. The

summary and notes provide additional Information that is essential to a full undei"standing of the data

provided ln the government-wide and fund financial statemenb. The summary and notes are part of the

basic financlal statements and can be found of pages 18 - 29 of this reporL

Other information. In addition to the basic financial sbtemenb and aaornpanying sumrnary and notes,

this report also presents the budgetary mmparlson for the general fund as required supplementary

lnformation on Pages 30-32,

Government-wide Fina ncial Analysis
As noted earller, net asseb may serve over Hme as a useful indicator of a governmenfs overall financial

condition and posigon, In the case of the Town, assets exceeded liabiliUes by $5,136,619 at the close of
the current fiscal year. The Toam of Charlesbwnt net assets are divided Into three categories' invested

ln capibl asseE, net oF related debt, resbicted and unrestrlcted net asseb. The largest portion of Sre

Town's net assets (77o) reflects ib investrnent in capltal asseb (e.9., land, improvements, buildings,

madrinery, equipment, lehicles, and sewer s')atem), less accumulated depreciation and any unmatured

debt used b acqulre those asseB. The Town uses Brese capital asseb to provide serylces to citizens;

consequenUy, these assets are not avallable for future spending, Although the To'.rn's lnvestment in its

capttal assets is reported rret of related debt it should be noted that the resources needed to repay this
debt must be provided from other sources, since the caplbl assets themselves cannot be used to llquidate

these llabilities. Restricted net assets are resources that are subject to external restrictions on how they
may be used.
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TOWN OF CHARLESTOWN

Managemenfs Dlscussion and Analysls
June 30, 2011

Financial Anatysis of the Town's Funds
As noted earlier, the Town uses fund accounting to ensure and demonsffate compliance with finance
related legal requirements,

Goyernmental funds. The focus of the Townt governmental fundsis to provide information on cunent
inflows, oufflows, and balances of available, s@ndableresources. Such Inbrmation is useful in assessing
the Town's financing requiremenE. In particula r, unassigned fund balance may serue as a useful measure
of a governmenfs net resources avallable for spending at the end of the fiscal year-end. At June 30,
2011, theTownt governmental funds reported a combined ending fund balance of $453,279, a decrease
of $66,656 in comparison with Bre prior year. Approximately 9V/o of ftls total amount ($44I,779)
constitutes unassigned fund balanre, which is available for spending at the government's discretion, The
remainder of fund balance ($11,500) ls nonspndable to indicate that it is not available for new spending
because it has already been commltted and dedicated for a resficted purpose, The nonspendable fund
balance, at30/o of total fund balance, does not significantly affect the availability of fund resources for
future use.

The General Fund is the chief operaHng fund of the Town of Charlestown. At the end of the current fiscal
year, unassigned fund balance of the General Fund was $512,684. As a measure of the General Fund's

liquidity, it may be usefulto compare both unassigned fund balance and total fund balance to total fund

expenditures, Unassigned fund balance represenb 7Lolo of total Gereral Fund expenditures, The fund
balance of the Town of Charlestown's General Fund Increased by $3&440 during the current fiscal year.

The Special Revenue Fund has a total fund deficit of $59,405, which is entirely restricted for fund
purposes.

Proprietary funds. The Townt proprleUry fund sbbments provide the same ffi of infonnatjon fornd
ln the government-wide flnancial statements, but in more detail. Tobl net assets of the Utility Fund

lobled $3,4I,257, Other factors concerning these fund finances have been addressed in the discusslon

of the Town's business-type activltles,

General Fund Budgetary Highlights
A budget and actual comparlson schedule ls prwided as other required supplemental Information. The

budget and acrual comparison schedules show the original adopted budgeb, the final revised budget,
actual resulb, and wriance between the final budget and actual results for the general fund.

-6



TOWN OF CHARLESTOWN

Managernenfs Disstssion and Analysis
June 30, 2011

Capital Assets and Debt Administration

Capital assets. The Town's irvestment in capibl assets for ib govemrnental and business-type activities

as of June 30, 2011, was $5,103,738 (net of accumulated depreclauon). Thls investment in capltal assets

Inc{udes land, bulldings, improvemenb, machlnery, equipment, furniture, flxtures, vehides, and water aM
sewer system.

The following table of the Town's capital assets ib lisbd below, AddlUonal informadon can be found in Note

4 on page 25 and 26 of this rePort

CapitalAss€ts
(net of depreciation)

Land
Historlc Building and Aftlfacts
Bullding and improvemenE
Machlnery and equipment
Water and sewer systems

Total net assets, net of depreclatlon

Govenrmental
Activities

$ 420t702
220,000
913,472
94,972

-0-

6 t,639,746
@

Business-Type
Activities

-0-

3,fi4,592

$ 3,464,592

Total

$ 420,702
220,000
9r3,472
u,972

3,464,592

$ 5,103,738

.U

Debt administration. At June 30,20IL, the Town had a nohe payable relating to Maryland Depaftment of

Houslng and Community Development, Infrashrcture Flnancing Bonds btallng $699,700. Therc was also a

note payable to Maryland Depaffinent of Natural Resoures for $73,322. A note payable for the Deember
2008 purdrase of the Historlc Cedl Hotel in the amount of $125,836. An Interest-free proFct flnanclng loan

payable to the Maryland Departrnent of Nah.rral Resources for tfre financing of the Stone Warf ProJed in the

amount of $14,034 whicfr repesents the amount spent and dlsbursed to the Town.

Outstandlns Debt

Total bonds and notes PaYable

Governmental
Activitie{

$ 139.870

Business-Type
Actlvl6es

g 773,022

-

Total

_$_____11?fe2

Reguests for Information

This financial report is designed to provide a general oveMew ot the Town ol ctt€trlestown's linances ror all

those with an interest in tfie Town's flnances, Questions oncerning any of the information provided in thls
report or requests for additional financial Information should be directed to Wlb Pumpaly, Town
Administrator. Town of Charlestown, 241 Market StreeL P.O. Box 154, Charlestown, MD, 2L914, or send an
e-mail b townadmin2 19 l4@corncasL nel



TOWN OF CHARLESTOWN

Statement of Net Assets
June 30, 2011

Govemmental
Activities

Business-Type
Activities Totals

CURRENT ASSETS

Cash and cash equivalents
Service charges receivable
Accounts receivable
Prepaid expenses
Due fiom other Governments
Internalbalanes
Other assets

Total Currcnt Asse6

CAPTTAL ASSETS

Land, building and equipment
Less: accumulated depreciation

Totial CapitalAssets

TOTAL ASSETS

CURRENT UABIUNES
Accounts payable and accrued expenses
Uneamed revenue
Cunent portion - bond payable
Cunent portion - note payable

Total Cunent LiablliUes

NONCURRENT UABIUTIES
Bonds payable, net of curent portion
Note payable, net of current portion

TOTAL LIABiUTIES

NET ASSETS

Invested in capital assets,
net of related deH

Restricted
Unrestricted

TOTAL NET ASSETS

475,254

3,46,877
(1,807,726)

1,639,146-

._?,174,400

$ 522,494
76,L73

-0-
59,345

-0'
745,017

. 19,119

820,139

5,492,972
(2,028,290)

3,464,592

-!,284,737

2l'975
2t,1.93

-0-
5,090

284,259

-0-
r34,780_

419,038 u3,474 L,262,572

t242,093 2,69L,570 3,933,653
11,500 -0- 11,500

4I,779 749,697 1,191,466

$ 1,695,362 $ 3,44r,257 g 5,136,619

$ 569,560
-0-

22,026
-0-

28,685
(745,0L7)

-0-

38,119
32,333
28,192

-0-

98,644

74d,930
-0-

$ L,W2,O44
76,t73
z2.,az6
58,346
29,695

-0-
18,119

1,295,393

9,939,744
(3,936,006)

q,103.738

6,399,131

50,094
289,526
2g,tgz

5,090.

392,902

74,930
t34,780

See accompanying notes to financlalstaements
-8-
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TOWN OF CHARLESTOWN

Balance Sheet
Governmental Funds

June 30, 2011

General
Fund

Special
Fund

Total
Govemmental

Funds

Cash and cash equivalents
Interfund receivables
Accounts receivable
Property taxes receivable
Due from other govemments
Due from other funds

TotalAssets

ASSETS

387,419
288J14

9,153
L7,075
28,685

-0-

$ 16,352
-0-

,. 196,010

-" 772,362

n

5r2,684

. s1e6B4

$ 72s,A46

$ 182,141
-0-

1,799
-0-
-0-

50,993

g 5,523
288.,774

-0-

2x,337

11,500
(70,9q5)

(59,405)

$ 234,932

569,560
288,7t4

10,951
LLpTs
29,695

..._, __ 50,993

$ 959,978
@

g 21,975
288,714
196,010

,,,,,, .. J06,,q??.-

11,500

. 44t,779

453,279 
,

$ 959,978

$ 725,046 $ 234,932::

LT,ABTUTIES ANp FUNp BATANCES

LIABILITIES:
Accounts payable and

accrued expenses
Intefund payable

Due to other funds

Total Liabilities

FUND BAI.ANCES:
Nonspendabb
Unassigned

TotalFund Balances

See accompanying notes to financiat statements
-10-



TOWN OF CHARLESTOWN

Reconciliation of Governmental Funds to the Statement of Net Asseb
June 30, 2011

TOTAL FUND BALANCE. TOTAL GOVERNMENTAL FUNDS

Amounts reported for Governmental Activities
in the SEtement of Net Assets are different
because:

Capitalassets usd in Gorernmental
Activities are not financlal resources

and, therefore, are not rePoded in

the gnvernmental funds'

Governmental capital assets

Less accumulated depreciation

Liabilities associated with the ac4uisiUon

of capital asseB are not reported in the
governmental funds.

Revenues that are defened in tie govemrnental
actlvities because they have not been earned.
This ls the amount of lease payments which
were used to @nstruct capital assets under
lease,

NET ASSETS OF GOVERNMET'{TAL ACTIVMES

$ 3,446,872.

. 0,847,726)

$ 453,279

1,639,146

(139,870)

(2I7,1e3)

$ 1,695,352
#

See accompanying notes to flnancial shtements
. rl -



TOWN OF C}IARLESTOWN

Statement of Revenue, Expenditures and Changes ln Fund Balance

Govemmenbl funds
For the Year Ended lune 30, 2011

$ 361,719
79,073

809
26,525
83,4L7

-0-
28,6s3

580,196 _

561,897
67,330
29,860
61,101

-0-

SPecial
Fund

$ -0-
-u-
-0-

^
11,267
39,639
30,239

-0-
-0-
-0-

21_,3t9

,_, 154,918

... 186,236

-,, (105,096)

-0-
-0-

-0-

(105,096)

45,691

Totals

$ 361,719
79,o73

809

26,525
94,679
39,639

... 5g,gg2

, 661.336

56t,gg7
67,330
29,960
g2,4Lg

_ 164,918..

906,424

(245.088)

175,510

2p22

178,432

(65,6s6)

519,935

General
Fund

REVENUES

Property taxes
Income taxes
Other local taxes

Licenses and permits
Intergovemmental
Grants
Miscellaneous

Total Revenues

EXPENDITURES
Cunent operating

General govemment
Public safety
Parks and recreation

Capitalouflay
Special revenue fund

Total Expendlfures

EXCESS (DEFICIENCY) OF REVENUES

OVER AOENDNURES

OTHER FINANCING SOURCES AND US$
Reimbursements from other funds
Loan proceeds

TOTAL OTHER FINANCING SOURCES AND USES

NET CHANGE IN FUND BAI.ANCES

FUND MLANCES . BEGINNING

FUND BAI.ANCES - ENDING $ 512,684 5 (s9,405) $ 4s3.279:

720,188

(139,992)

175,510

7,922

178,432

38,440

474.244

See accunpanying notes to financial sGternenb
- t2'



TOWT{ OF CHARLESTOWI{

Reconciliation of the Statement of Revenues, Expendltures and Changes in Fund
Balances of Governmental Funds to the Statement of Activities

For the Year Ended June 30, 2011

NET CHANGE IN FUND BALANCE - TOTAL GOVERNMET{TAL FUNDS

Amounts repofted for Governrnental Activities
In the Statement of Activities are different
becausel

Govemmental funds report capital outlays as
expendltures. However, in the Statement of
Actvities, the cost of those assets is allocated
over thelr estimated useful lives and reported
as depreciation expense. This ls the amount
by which depreciation of $134,493 exceeded
capital outlays of $82,419 in the current period.

Proceeds from notes payable of $2,922, net of
principal payments of $5,840, were utilized
to acqulre capital assets.

Revenues prevlously deferred in the governmental

activiUes, which were earned during the
current period.

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTTVITIES

See accompanying rT?1: flnanclal statemenb

$ (66,656)

(52,074)

2,918

rL,667

_L_llple)



TOWN OF CHARLESTOWI{

Statement of Net Asseb Major Proprietary Funds

For the Year Ended June 30, 2011

Utllity
Fund

CURRENT ASSETS

C-ash and cash equivalenE
Service charges receivable
Prepaid Expenses
Due from other funds
Other assets

Total Current Assets

CAPITAL ASSETS

Land, building and equiPment

Less : accumulated depreciation

Totaf CapitalAssets

TOTAL ASSETS

CURRENT LIAtsILTTIES
Accounts payable
Defened revenue
Current portion, bonds PaYable

Total Current Liabitities

NONCURRENT LIABILITIES
Bonds payable, net of current portion

Total Noncurent Uabllities

TOTAL UABILITIES

NET ASSETS

Invested in caPital assets,

net of related debt
Unrestricted

TOTAL NET ASSETs

* 522,4U
76,t73
59,346

145,0L7
18,119

820,139

5,492,872
(2,028.280)

3,464,592

4,284,7?L

38,119
32,333

_ 28,L92

98,6/+4,

7!4,830

, 744,930

84?,474

2,69r,570
_ 749,687

$ 3,441,257

See accompanying tTT*T financlal statements



TOWN OF C}IARLESTOWN

Statement of Revenues, Expenses and Changes in Fund Net Assets - Proprietary Funds
For the Year Ended lune 30, 2011

Utility
Funds

OPERATING REVENUES
Service fees
Connection fees and misc. charges
Miscellaneous

Total Operating Revenue

OPERATING EXPENSES

Salarles
Maintenance
User fees - county
Contracted seryice
UUllties

General and administrative
Miscellaneous
DepreciaUon and amoftization

Total Operating Expenses

OPERATING LOSS

NONOPEMTING REVENUES (H(PENSES)

Rental income
Interest expense
Investment lncome

Total Nonoperating Revenue (Expense)

CHANGE IN NET ASSETS

TOTAL NET AsSETS . BEGINNING

TOTAL NET ASSETS - ENDING

275,584
72,762

840

349,186

129,130
54,654

106,t42
39,t37
15,570
2t493

6@

116,629

464,355.

-. (115,169)

47,322
(37,I20)

.,831

L2,033

(103,136)

.. 3,54,393

$ 3,441,2s7:

See accompanying ,.rr_t;t: flnanclal statemenB



CASH FLOWS FROM OPEMTING ACTIVMES
Cash recelved frorn customers
Cash payments to suppliers for goods and seryices
Cash payments to general fund for salaries

NET CASH FLOWS FROM OPERATING ACTIVMES

CASH FLOWS FROM NON{APTTAL
FINANCING ACTTWNES

CASH FLOWS FROM CAPITAL AND RELATED

RNANCING ACTIVMES
Repayments of bonds
Rental income received
Cash recelved for capital projects

Interest payments a nd administratlve
fees paid on bond

NET CASH FLOWS FROM CAPIIAL AND

RELATED FINANCING ACTIVMES

CASH FLOWS FROM INVESTING ACTIVITIES
Capltal expenditures
Receipt of Interest

NET CASH FLOWS FROM INVESTING ACTIVMES

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS. BEGINNING

cAsH AND CASH EQUIVALENTS - END

TOWI{ OF CHARLESTOWN

Statement of Cash Flows - proprietary Funds
For the Year Ended June 30, 2011

See accompanying r"",e;,: financial statements

Utillty
Funds

$ 34A,94I
(282,951)
(129,130)

QLL4A)

(27,191)
47,322
32,333

(36,090)

16,374

(L4,452)
1,8:l

(L7,62t)

(67,387)

589.871

$ sz2,4w

-0-



TOWI{ OF CHARTESTOWII

Sbtement of Cash Flows - Proprietary Funds
For the Year Ended lune 30, 2011

Reconciliation of operating loss to net cash flows
from operaUng actlvlties
Operating loss $ (115,169)

Add depreclation and amortizatlon expense 116,629

Increase in current assets
Accounts receivable (8,245)

Prepaid expenses (58,346)

Decrease in cunent llabilities
Accounts payable (9,009)

Net cash used in operating activities -$--OLr!1!I

See accompanying notes to flnanclal statements

uulrty
Funds



TOWN OF CHAR,TESTOWN

Notes to Financial Sbtements
June 30, 2011

The Town of Charlestown, Maryland (the Town) was founded in L742, under the provisions of the laws of
the State of Maryland. The Town operates under the Cornmlssioner form of government. The Town
provides the following services as authorized by its charter: General Government, Public Safety, public
Works, Parks and Recreation, and Water and Sewer Services.

The accounUng policies of the Town of Charlestown, Maryland, conform to generally accepted aacounting
principles in the United States of America (GMP) as applicable to local governments. The Town has
elected not b apply to its proprietary activities, Flnancial Accounting Sbndards Board Stabmenb and
Interpretations, Accounfing Principles Bmrd opinions, and Accounting Research Bulletins of the
CommitEe of AccounUng Procedure issued after November 30, 1989.

qNANCIAL REPO. RNNG ENTITY
The Town's flnancial statemenE include the accounts of all Town operations. The To^/n does not have any
component units.

GOVERNMENT.WIDE AND FUND FINANCIAL Sf,AIFMENTS
The Statement of Net Assets and the Statement of Changes In Net Assets report information on all of the
non-fiduciary activities of the Toryn. Eliminations have been made to remove the effect of interfund
activity from these statemenB. Governmental activities are those which are supported by taxes and
intergovernmental revenues, whereas business-type actlvities are those supported through q:stomer
service charges. The Town's business-type acdvlties consist of lts water and sewer operations.

The Statement of ActiviEes presents a comparison between direct expenses and program revenues for
each function of theToryn's governmentalactivltles. Dlrect expenses are those spedflcallyassociaEd wifr
a program or function. Program revenues indude charges for servlces and grants and contribuUons
restrlcted to the capibl or operational requirements of specific prograrns or fundions. Revenues that are
not classified as program revenuesf such as taxes, are reported as general revenues.

Separate financlal sbtemenb are shourn for golernmental funds. MaJor lndMdual gwemnrental funds are
reported as separate columns in the fund financial statements.

MEASUREMENT FOCUS..BASIS OF ACCOUNTING ANq FINANCLAL STATEMENT PRESENTATiON
The accounting and financial reporting is determlned by its measurement focus. Government-wide
financlal statemenb are reported using the economlc resources measurement focus and the accrual basis
of accounting. Propriebry fund financial statements also report using this same focus and basis of
accounting, Revenues are recorded when earned and expenses are recorded when a liability is incuned,
regardless of the timing of the related cash flow. Property bxes are recognlzed in the year of levy and
grants are recognized when all eligibility requirements are met,

Governmental fund statements are presented using the floul of economic resources measurement focus
and the modified accrual basis of accounting, Under the modified accrual basis of accounting, revenues
are recognlzed when susceptible to accrual (i.e. when they becone both measurable and avallable).
Measurable means he amountof the transaction can be determined and available meanscollechd wltfiin
60 days of the year-end. Expenditures are recqded when the related liability ls lncurred as in the accrual
basis of accounting. However, principal and interest on long-term debt and expendifures for compensaed
absences are recorded when the payments are due.

- 18-



TOWN OF CHARLESTOWN

Notes to RnarKlal statements
June 30, 2011

I,'IEASUREMENT FOCUs. BASrS OF ACCOUNnNq AND RNANCIAL STATEMEIIT PRESENTATION
(CONNNUED)

Those rryenues suscepUble to accrual are poperty taxes, Exes collected by the state and county on
behalf of the Town, franchise taxes, revenues from other agencies, interest revenue and charges for
services, Flnes and forfeitures, llcenses, permlts, penalfles and inErest (on property taxes) and other
revenues become measurable and available when cash is received by the Town and are recognized as
revenue at that tlme.

The preparation of financial statemenB ln conformity with accounBng prindples gererally accepbd in fie
United States of America requires management to make esUrnabs and assumpflons that affect the
repofted amounts of assets and liablllUes and disclosure of con0ngent assets and llaHlltles at the dabe of
the financial statements and the reporbd amounts of revenues and expendltures during the reporting
period, Astual results could differ from hose estimates.

FUNp ACCOUNTING
The accounts of the Town are organized on the basis of funds, each of whlch is considered a separate
accounting entity. The operation of each fund is accounted for wlth a separate set of self-balarrcing
arcounb that comprise lts assets, liablllties, fund balance, revenue and erpenditures or expenses,
Govemment resources are allocaEd b and accounted for in indivldual funds based upon the purposes for
whidr frey are to be spnt and the means by whlch spending activlUes are controlled. The following fund
types are used by the Town:

Govemmental tund Types

Genera.l-Fund - The General Fund ls the general operating fund of fte Tonn. All financial resources,

except fiose requlred to be accounted for ln another fund are acounted for in $e Geneml Fund.

Soecial Re"v.enue Fund - The Speclal Revenue Fund is used to account for the proceeds of specific
revenue sour@s requlrlng separate accoundng because of legal or regulatory provlslons or
admlnlstrative action.

Proprietary Fund Types

Utilitv Fund - The UUllty Fund is used b account for the operaUons of the Tourn's wabr aM sewer
system. Its operatons are flnanced and operated in a manner similar to a private business
enterprise where the costs (expenses, induding depreciation) of provldlng water and sewer services
to he general publlc on a continuing basis are financed throrgh user charges.

BUDGETS AND BUD.GETARY ACCOUNUNG
Formal budgebrY accounting is employed as a management control for the Town's General Fund and
UUllty Fund, The annual budget for the General Fund is prepared in accordance witr the basis of
arcounting utilized by that fund. The buclget for the Utility Fund, whlch ls an enterprise tund, is adopted
under a basis consistent with GMP, except tiat depreciation is not consldered.

-19-



TOWN OF CHARLESTOWN

Notes to Financlal Sbtements
June 30, 2011

A comparison of the budget to actual resulb for the General Fund can be found as other required
supplemental lnformation i mmediately fol lowing these footnotes.

The budget for the Utility Fund is used primarlly as a management tool and is not presented in these
financlal statements.

The Town follows these proedures ln establishing budgebry data reflected in the financial statementsl

1) Prior to May 1 of each year, theTown Adminish-ator submits to the Commissioners a proposed
budget for the flscal year commenclng the following July 1. The budget includes requested
expenditures and the means of financing them. The bbl anUclpated revenue must equal or
exceed total proposed expenditures.

2) NolaterthanJulyl,thebudgetislegallyenacbdbyafavorablevoteofatleastamaJorityofa
quorum of the Commlssloners,

3) The Town Administrator is not authorized to make any transfers of budgeted amounts; any
cornmiUnenB whldr would result in a significant over-expendlture of an appropriatign must be
approved by the Commissioners.

4) All annual approprlations lapse at fiscal year-end.

The Town prepares lts budgd for the General Fund and accounts for certain Fansactions on a basis of
GMP. However, the Ufrlity Furdt share of expenses is budgeEd as revenue in the General Fund and the
expenditures are budgeted at gross amounts. A reconciliation of GMP to Budgetary Basls ls as follows:

Revenues- EroendiLures

GAAP basis
Udllty Fund reimbursements
Speclal Fund Relmbursements
Prior year surplus

Budgetary basis

The legal level of budgetary mntrol is at the level
exceeded ib budget at June 30, 2011 as follorrus:

Administmtion
Contract SeMces

ffi----':
of general classification of expenditure, The Town

$ 583,119 g

130,130
45,390

544,678
130,130
45,380

$ 9s8
$ r,702

cAsH AND CASH EOUIVALENTS
For purposes of the Statement of Cash Flows - Proprietary Fund type, the Town conslders all highly liquld
investments (includlng restricted asseb) with a maturity of three months or less when purchased, to be
cash eouivalents.

-20-



TOWN OF CHARLESTOWN

Notes to Finandal Statements
June 30, 2011

ACJOUNTS RECEIVABLE

Governmental Funds - The accounts receivable in the general fund consists of property taxes and
other amounts due from cifizens of the Town.

Proprietary Fund - The ac@unts receivable of the Utility Fund consists of water and sewer charges.
These balances are continually reviewed by Town management and are deemed fully collectible.

INTERFUN D RECEIVABLES AND PAYABLES

The Town affecE a variety of transadions between fuMs in its operaUons. To the extent that cerbin
interfund transactions have not been recelved or disbursed, approprlate lnterfund recelvables and
payables have been established.

GAPITAL ASSqTS ANp LONG-IERM LTABIUTIES
The accounting and repodng reafnent applled to the capltal assets and long-term liabilities associated
wlth a fund are determined by lts measurement focus. All governmenbl funds are accounted for on a
spending or "financial flow" measurement focus. This means that only current asseb and current liabilities

are generally included on their balance sheeb. Their reported fund balance (net current assets) ls

consldered a measure of "amilable spendable resources." Governmenbl fund operatirp sbtemenb
present lncreases (revenues and other flnancing sources) and decreases (o<penditures and other
financlng uses) In net current assets. Accordingly, they are sald to present a surnmary of sources and uses
of "available spendable resources" during a period.

Capital assets, which include property, plant, and equlpment, and infrasfuchrre such as roads, storm
drains, and plpe systems are reported In the applicable gwernmental or business-type activities columns
in the government-wide financial statements. The Town defines capltal assets as assets with a cost of
more than $2,500. Infrastructure, excludlng roads, acguired prior to implementation of GASB Statement
34 has been reported. Such assets are valued at hlstorlcal or esUmated hisbrlcal cost lf actual historical
cost is not available. Donated assets are sbted at their fair market wlue on the date donated. The cosb
of normal rmintenance and repalrs that do not add to Bre value of the assetor extend asset lives are not
capitalized.

Capltal asse$ purchased by an enterprise fund since 1978 are direcdy capitallzed in the enterprlse fund
and depreciation is recorded over the estimated useful life of the asset uslng the straight-line method of
depreclation. Fixed assets acquired prior to that date are recorded at "estimated, historical, depreciahd
cost" or determined by professional engineers, The estimated useful llves are as follows:

Water system
Sewer system
Buildings and imprwemenb
Machinery and equipment

10 - 50 years
30 - 50 years

50 years
5 - 50 years

Long-term liablllties expected to be ftnanced from governrnental fund operaUons are accounted for in he
government-wlde financial statements, not in the gwernmental funds. Beczuse of their spendlng
measurement focus, expenditure recognition for governmental fund types is limited to exclude amounts
represented by noncurrent liabilities. Since they do not affect net current assets, such long-term arnounts
are not recognlzed as governmental fund type expendltures or fund liabilities.

-2t-



TOWI{ OF CHARLESTOWN

Notes to Financlal Statements
lune 30, 2011

Long-terrn liabllltles Incurred by the enterprise funds are expected to be repaid from revenues generabct
within these individual funds in future years. Therefore, the long-term liabilities incurred in the enterprise
funds are recorded in the fund which incured the debt.

NET ASSETS
In the government-wide financial shtements, net asseB are dassified in the following categories:

Invested ln Capibl Asseq Net of Related Mbt

This category groups all capital asseb, including lnfrastructure, into one component of net assets.
Accumulated depreciation and the outstanding balance of the debt Brat is attrlbutable b the acquisition,
consffuction or improvement of these assets reduces this category,

Restricted NetAsseE
This category represent the net asseE of the Town whlch have been restricted for a specific project or
purpose by a thlrd party. Ae of June 30, 2011, net assets classified as restrlc€d consisted of funds whose
purpose was restricted by the donor for perpetual maintenance of the cemetery.

Unrestricted Net Asseb

Thls category represents the net assets of the Town, which are not restricted for any project or other
purpose by third parUes.

In the fuM financial statements, net asseb are classlfied In the following categories:

Nonspendable
Thls category indudes amounts that cannot be spent due to form, such as Inventory, prepaid amounts,
long term recelvables or amounts that must be maintalned Intact legally or contractually. As of June 30,
2011, the Town maintained a balance of $11,500, which is permanendy restricted for the perpetual
maintenance of the cemetery.

Restricted
This category includes amounb mnsuained by an external party, constituUonal provislon or enabling
leglslation As of June 30, 2011, the Touvn did not have any asseb to be reported in this category.

Cammitted
This category includes amounb constrained for a specific purpose by the Board of Ccmmisstoners using iB
highest level of decision mahng authority, prlor to year end. As of June 30, 2011, the Tornrn dld not hive
any asseE to be reported in this category.

Assigned
This category include arnounts constrained by the intent to be used for a specific purpose by a gcnrerning
boardwhichhastheauthoritytoassignfunds. AsofJune30,2lLl,theTowndidnothaveanyasse6to
be reported in this category.

Unassigned
This category includes all funds whlch are not specifically classlfied as Unspendable, Resffic6d,
CommltEd or Assigned.

- 22-



TOWN OF CI{ARLESTOWN

Notes to Financial Sbatements
June 30, 2011

PROPERTY TAXES
Taxpayers have the oplion to pay their reaf propefi tax in two insEllments. The first insbllment is due
July 1 and the second installment is due December 31.

Taxes on real and personal property are levied on a fiscal year basis as of July 1. All unpaid taxes as of 90
days after the lelry are subject to interest at L20lo per annum, Delinquent propefi bxes are attached as
an enforceable lien on the underlylng properties. Property bx revenue is recognized in Sre year it is lwied
and becomes available, including amounts expected to be collecbd soon enough after the end of the year
to be available to pay liabilities of the current period.

Real and personal property taxes are levied at rates enacted by the Commissioners in the annual budget
ordinance on the assessed value as determined by the Maryland State Depanment of Assessments and
Taxation. The rates of levy cannot exceed the constant leld rate fumished by the Maryland State
Department of Assessments and Taxation without public notice and only after public hearings. For fiscal
2011, the Town of Charlestown real propefi tax rate was $.28 per $100 of assessed value and the
business personal property tax rate was $.80 per $100 of assessed value,

1. Cash and Investrnents

At year-end, the carrying amount of the Toan's deposlts was $1,085,795 and the bank balance
was $1,082.510. Ofthe bankbalance, $255,280 wascovered byfederal depositinsurance, An
additional $250,000 was secured by pledged collateral held by the local banklng instihrtion. The
remalnlng $577,230 was unsecured as of June 30, 2011. The unsecured balance as of Jure 30,
2011 was in violaUon of the Annotaed C.ode of Maryland. However, the Town has corrected
this violation as of September 14, 2011, Thls mrrection is further documented in Footnqte I -
Subsequent Events.

The Town is a pafticipant of the Maryland Local Government Invesfrnent Pool (MLGIp), whidr
provldes all local government units of the State a safe lnvestment vehicle for the short-term
investrnent of funds. A MLGIP advisory commlttee of current participants was for-rned b revieAr,
on a quarterly basls, the activities of the Pml and to prwide suggestions to enhance the pool.
At June 30, 2011, the Town had $6,149 deposited wlth the Pool.

Reconciliation of cash and cash equivalenb as shown on the Statement of Net Assets:

Cash on Hand
C,arrying amount of deposits
Carrylng amount of temporary invesbnents

Total cash and cash equlvalents per
the Statement of Net Asseb

I 100
1,095,795

6.149

s__J,992J1l/1
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TOWN OF CHARLESTOWN

Noties to Financlal Sbtements
June 30, 2011

Cash and Investrnents (mntinued)

In,EstTlent Rate Risk

Fair value fluctuates with interest rates, and increasing interest rates could cause falr wlue to
decline below original mst. To limit the Town's expoGure to fair value losses arlslng from
increasing interest rates, the Townt investment policy llmlts the term of investnent maturiUes

between thlry days to one year In order to remaln sufflclently llquld to enable the Toryn to
meet all operatlng requiremenE which might be reasonably anticipated. Town management

believes the liquidlty ln the portfolio is adequate to meet cash flotru requirements and to
preclude the Town from having to sell investrnents below original cost for that purpose.

Crdit Risk

The investnent policy of the Town permits invesbnents in the following types of investnents as

authorized by the State of Maryland: direct U.S, obligations, U,S. agency obligations, repurchase

agreemenB, bankers'acceptances, municipal securlties, comrnerclal FEp€r, money market
mutual funds and the MLGIP. The MLGIP was establlshed In 1982 under Artlcle 95 Section 22G

of the AnnoEted Code of Maryland and is under the admlnistration of the Sbte Treasurer, It ls
rated AAA by Slandard & Poort, their highest rating for money market muhlal funds. The

MLGIP seeK to maintain a constant value of $1.00 per unit. Unit value is computed using fte
amortized cost method. in addltlon, the net asset value oF the pool, marked to market/ is

calculated and malntalned on a weekly basis b ensure a $1.00 per unlt constant value.

CusMial Credlt Rtsk

For an invesUnent, custodial credlt rlsk is the risk that, in the event of failure of the
counterparty, the Town will not be able to reco/er all or a portion of the value of iE inlestrnenF
or collateral securities that are in the possession of an outslde party. The invesffnents of the
Town were exposed to custodial credit risk at June 30, 2011 in the amount of $581,520. As
previously stated, the Tovvn @rreced this violatlon on September L4,201t.

Nonspendable Fund Balance

Cemetery Reserve

The Town maintains a reserve restricted to future cemetery malntenance. The balance as of
June 30, 2011 was $11,500.
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TOWN OF CHARLESTOWN

Notes to Financlal Statements
June 30, 2011

Interfund Receivables and Payables

Interfund receivables and payables mnslst of the following:

General Fund
Specialfund

Special Fund
Ulility tund
Generalfund

Utility Fund
General fund
Special fund

Totial

Capital Assets

Receivables Pavable.li..

$ 3,538 $ 199,548

_ 788,714 -0-
- 297.252 199.s48

50,993 -0-
- 0 - zB8,7t4

50.993 , 2BB,7r4

199,548 3,538-0- ,.. s0.993
199.548 s4.-5_31

L____s42791 $-_____"54ZZe:r

Balance Additions Balance
lune 30. 2010 and Transfers June 3!.2011

Property and equipment of the Govemmental Activlues is summarlzed as follows:

Capltal asseb, not being depreciabd
Land
Historic building & aftlfacE

Capital asseb, being depreciated
Building and improvemenb
Machinery and equlpment

Total assets being depreciated

Less Accumulated Depreciation :

Buildings and improvements
Machinery and equipment

$ 420,702 $
220,000

2,543,L23

-0- $ 420,702
- 0 - 220,000

34,9L9 2,579,042

(L,6ffi,570)
(143.1s6)

. .(t.807.726'.)

$_;[639,146

180.628 _. .. _ 47.500 228.123

3,3 .453 82,4L9 3A4]5_972

(1,539,361) (t25,209)
1133.872) t9,284)

Totalaccumulabd depreciaUon (1.673.233) (134.49.3)

Total capibl assets $___1-691220_ $*__J52-0Zt)

There were no deletions or fansfers out during fte year.
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TOWT{ OF CHARLESTOWN

Notes bo Finarrlal Statemenb
June 30, 2011

Capital Assets (continued)

Depreciation was charged to functions in the governmental actvities as foltorys:

Property and equipment of the Utility Fund is summarized as follows:

General Government
Public Safety
Parks & Recreation
Public WorK

Total

Water systems
Sewer systems

Amount payable at beglnning of year
Advances
Principal retiremenb

Arnount payable at end of year

$ 7,957
g,969

66,366
s1,201

L__134t93

Balance Additions Salance
June 30.2010 andTransfers June 30. 2011

Capibl asseG, being depreciated
Water systems $ 3,489,164
Sewer systems __ll9&252

Total assets being depredated 5.478.42I

Less Accumulated DepreciaUon:

$ 14,451 $ 3,494.615
- 0: 1,998.257

. t4.4sJ 5.492.872

Q6,2A2) (L,23I,254)
.-@0,127\ 097.A26\

(116.52e) (2.!28.280)

$_1r02;uil 5__3aH,.592

Governmental Business-type
Activities ActivitieF

(1,155,052)
(7s6,s99]

Total accumulated depreciaUon (1,911.651)

Total capital asseb .L-:3566J10

There were no deletions or Fansfers out during the year.

Bonds and Notes Payable

The following is a summary of the bonds and notes payable as of June 30, 2011:

$ L42,7ffi $
z,g7z

800,213
-0-

(s.840) Q7.1eL\

$___L19,fi20 fi_-n3en

- 26-



TOWN OF CHARLESTOWN

Notes to Financial Statements
June 30, 2011

Bonds and NoGs Payable (mntinued)

Notes payable consisb of the following at June 30, 2011:

Gove rn r-'09 nh I Activities:

Deed ofTrust Note:

Funds disbursed October, 2009 to refinance the purchase of real property in the Town of
Charlesbwn, the Historic Cecil Hotel. Loan is payable over 5 years wlth monthly principal and
Interest payments of $625. Interest is papble at a varlable rate of 1olo, increasing to 3% by
year3. Theloanincludesaballoonpaymentdueattheendofyearfive,Theloanissecuredby
certain real property. Final maturlty date is Ocbber L,2014.

Maryland Depadnent of Natural Resources - Project Flnarrcing Loan:

Funds were disbursed in September 2009 and February 2011 to finance the Charlestown Stone
Wharf Park project Loan ls InErest-free, payable in 20 annual installmenB of g7E3 beginning
July 1 afur completion of project, $28,320 has been awarded for this project. However, as of
June 30, 2010 only $11,413 has been spent and disbursed to the Town.

14,A34

Less Current Portion

Non-Current Portion

Less Current Portion

Non-Current Portion

Less current Fortion

Non-current portion

$ 125,836
{4.7W)

$___:lz1-s{6

(3p0)

5_*__tiJ31

$ 699,700
(24,7W)

$:--EE4@

Busin_ess-Tvoe Activities:

Maryland Department of Houslng and Community Dwelopment- Infrastructure Refinanclng
Bonds:

2000 infrasbuctJre Financing bond payable note pald in semiannual payments with an
increasing interest rate starting at 4,1259o and endlng with Svo, maturing May 1, 2029.
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TOWN OF CHARLESTOWN

Notes to Financial Statements
June 30, 2011

5, Bonds and Notes Payable (continued)

Maryland DeparUTent of Natural Resources - project Financing Loan:

Funds disbursed December 2006 to flnance Bre Charlesto,rrn shoreline sbbilization project,
Loan is interest-free, payable in 25 annual installments of $3,492 beginning July t, 2007. Final
maturity date is July 1, 2031,

73,322

The annual debt seMce requiremenb for the above descrlbed bonds and notes through
mahJrity are as follows;

Governnenial Activitiesl

Less current portlon

Non-current portlon

Fiscal Yearg ending lurte 30,

2012
2013
2014
2015
2016
24fi -2021
2022-2026
2027 -2030

Total

Busl ness-Type AcUvities:

Flscal years ending June.30,

2012
2013
20t4
20ls
2016
2017 -2021
2072-2026
2027 -203L
2032

Total

{3.492)

$_______69A30

Interest ,,._ Tohl

$ 3,394 $
3,567
3,423

824
-0-
-0-
-0-

. -0- _ 3.052

$__-1JL208 $___151*028

Interest . Tdal

Prlnciqgl ,.

$ 5,090
5,481
5,625

17222e
763

3,815
3,815
3.052

$__J39.820

--- Principal

$ 28,192
29,592
30,592
3L,gg2
32,gg2

192,158
243,459
180.558

.__ 3.488

s______a3a22

$ 38,645 g

35,491
32tL37
30,864
29,515

121,230
75,950
16,450

8,484
9,048
9,048

113,053
763

3,915
3,915

Interest expense btaled $2,218 for the year ended June 30. 2011.

66,937
55,093
62,729
57,756
62,507

316,388
319,408
797,t09

-.-,-,. -0- 3..188

$__383282 $__JJ5ffff
Interest expense btaled g37,L2O for the year ended June 30, 2011.
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7.

TOWN OF GHARLESTOWN

Notes to Financial Statements
June 30, 2011

Property, Gsualty and Liability Insurance Pool

In 1989, the Town joined the Maryland Local Government Insurance Trust (the Pool), which was
formed by certain Maryland municipalities in order to pool fieir casualty rtsks,

The Town is exposed to various risk of loss related to totG; theft of, damage to, and
destructjon of asseb; errors and omissions; injuries to employees; and natural disasters. The
Town pays an annual premium to the Pool each year, which is cakulated by an actuary, It is
intended that the Pool be seff-sustaining through member premiums. Mditional insurance is
carried through commercial companies for claims, which exceed coverage llmlts as specified in
the agreement, Should the Pool encounter deficib in its casualty and/or property funds, such
deficits may be made up from assessmenb of the padclpaBng municipalities on a pro rata
basis,

The Town continues b carry @Inrnercial insurance for all other rlsk of loss, including workers'
compensaUon and employee health and accident insurance. SetUed claims resulflng ftom these
risk have not exceeded commercial insurance cwerage in any of the past three fiscal years.

Operating Lease

In December 2005, the Town entered Into an operating lease agreement for the lease of the
Town's pier. The lease required the lessee to make certain improvements, the cost of which
would affect future lease paymenE. Minlmum rental payments for the next five years and
thereafter are as follows:

2gLZ
2013
2014
2015
2016
Thereafter

Total

9 9,514
9,900

10,094
10,396
10,709

819.s17

$__--820,029

Subsequent Events

In preparing these financial sbtements, management has ewlmted evenB and transacUons for
potential recognidon through October 7,20!L, the date the financial statements were awilable
to be lssued.

On September 74, 2A11, the Town transferred $500.000 from their urder-collateralized bank
accounts to the Maryland Local Government Investment Pool, Upon making this transfer, the
Town was once again in compliance wltlr its staH investrnent policies and the Annotated Code
of the State of Maryland.

-29-



REQUIRED SUPPLEM ENTARY FII{AI{CIAL INFORMATION



TOWN OF CTIARLESTOWN

Schedule of Revenue and Expendihrres Budget
(Non-GMP and Budgetary Basis) and Actuat General Fund

Year Ended June 30, 2011

Original
Budoet

$ .360,3,,00

_- , 360,300

34,000
1,100
1.200

3_6,300

.,. 396,600

200
7,250

13,250

-, 5,73A

34,075
500

$ 36-0,300

360,300

34,000
1,100

-.1,?.00

35,300 .

.._ - 396,600

200
7,250

13,250
5,730

.-_ 26,430

34p7s
500

. 36J.71q

361,7t9

79,073
809
-0-

79,992

441,601 
,.

674
7,360

t2,739
5,732

26,525

Variance
Posittue

(Neqgtiv,e)

$ 1,41e

I,419

45,473
(2e1)

{1,200)

43J82

- 45,001

474
110

(4e1)
2

Final
Budget Actual

TAXES
Local property taxes

Property taxes

Total Local Taxes

Other taxes
Income taxes
Admisslons and amusements
Other miscellaneous taxes

Total Other Taxes

TOTALTAXES

UCENSES AND PERMITS

Traders
Licenses and permlts
Cable television rebate
Trash rebate

INTERGOVERNMENTAL
State
County tax differential
State of Maryland crltical areas

Granb

TotalSbte

OTHER
Interest income
Water reimbursement
Sewer reimbursement
Special fund reimbursement
Loan proceeds
Misceflaneous
Rental income

TotalOther

PREVIOUS YEAR SURPLUS

TMNSFER FROM LONG.TERM
SAVINGS

TOTAL REVENUE

Total Llcenses and PermiE 26,$A

111,910 ..-.!L,632

146,485 76,207

34,075 - 0 -
2,000 1,500

47,342 __ 5,710

, 83,417 7,2t0

43,s00- _ _ -,.34,440

?40,850 231,790

27,500 36,560

-0-

$ 837,855 g 767,587

-

See ac€ompanying notes to flnanclal statements
-30-

L,7t2 (2,639)
90,730 - 0 -
39,400 - 0 -
45,380 - o -
2,922 (13,868)
1,193 493

2s,748 
".("8,992)

207,085 (2+,705)

39s6.0- - 0 -

-0- -0-

$ 795,188 $ 27,6A1:

4,350
90,730
39,400
,15,380

76,79A
740

4,350
90,730
39,400
45,380
L6,79A

700

-0-



TOWN OF CHARLESTOWI{

Schedule of Revenues and Expenditures Budget
(Non-GMP and Budgetary Basls) and AstualGeneralFund

Year Ended June 30, 2011

Original Final
BJdget Budset Actual

Varlance
Positive

(Neqative\

GENERAL GOVERNMENT
Administratlon

Salary - regular
Payroll taxes and benefits
Presldentlal discreUonary

fund
Office supplies
Elections
Insurance
Ofier general government

expenses
Office equipment
Office equipment repair and

mainbenance

Total Administration

Contract services
Legal
Audlt
Administration

Total Conkact Services

Town buildings
Repairs
Electric
Fuel
Telephone
Maintenance
Alarms
Hlstoric property

TotalTown Buildings

Planning and zoning
Administratlon
tegalfees
Gnnt expenses

Total Planning and Zoning

General services
Trash collection

TotalGeneral Seruices

TOTAL GENEML GOVERNMENT

15.655 16,655 
.

$ 245,000
93,545

3,200
4,000

500
2r,125

39,000
3,000

28.500

435,870

3,000
15,800

_ 2,500

21,300

5,000
7 130
5,000
4,200
4,000

800
35,q20

61,750

8,000
2,875
-0-

$ 245,000
93,545

3,200
4,000

500
2L,L25

38,000
3,000

28,500

435,970

3,000
15,800
2,500

_. ?11300

5,000
7,L34
5,000
4,240
4,000

800
38,620

64,750

$ 24L,96r
92261

LF47
4257

s90
26,119

32,622
7,805

30,566-

43rc?8.

5,250
15,143

2,609

23,00L

3,208
5,585
L,462
4,00t
3,499

582

.._-. . 2r,466

39,793

1,553
(zs7)
(s)

(4,994)

5,378
(4,805)

(2,066)

(es8)

(2,25A)
657

(109)

, (1,702)

I,792
1,545
3,538

199
511
218

77,tI1

.27,957

(428)
1,374
-0-

$ 3,039
t,294

8,000
2$7s

8,428
1,501

- 10,875 27,$A ._ , .26,584

q?,000 _8q,000 73,9t4 6,186

80,000 80,009-- 73,8L4 .61196

$ 610,795 $ 630,450 $ -. q01,021 $ 29,429

946

See accompanying notes to financial sEtements
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TOWN OF CHARLESilOWN

Schedule of Revenues and Expenditures Budget
(Non-GMP and Budgetary Basis) and AdualGeneralFund

Year Ended June 30, 2011
(conUnued)

Original
Budqqt

$ t1,725
58,800

.7.0,225

1,500
111,910

4,000
L6,790
4,000
1,500
1,645

_. 15,500

ls6.84s

837,865

837,855

837,965

-$ 
-.9:-

Final
Budqet Actual _

$ tL,725
58,500

J9,12s

1,500
21,977
4,000

L6,790
4,000
1,500
1,645

. . 1s,500

q,sn

J97,s87

767,597

767.F87

-L-e-

$ 12,22A
ss,110*

67,330

L,454
21,977

5,105
3,695
2,591
2,929
-0-

r4.10.q

51.837

720,188

795,199

720,188

$ 75,000

Variance
Po$tive

CNepative)

$ (4es)

. 3,390

2,895

46
-0-

(1,105)
13,105

1,419
(L,429)
L,645
1,394

t5,075

..- 47,399

27,607

- 47,399

$ (7s,000)

PUSUC SAFETY

Firc company
Police protection

Total Public Safety

PARK5 AND RECREATION
Parks and recreations

Veterans Fark improvemenb
Trln ity Wood s improvements
Falrgreen Park improvements
Shoreline erosio{r - Stone Wharf
Other improvements
Contract maintenance
Parks and recreaUon miscellaneous
Special events

Total Parks and ReoeaEon

TOTAL L\PENDTTURES

SUMMARY

TOTAL REVENUES

TOTAL EXPENDITURES

EXCESS (DEflCTENCY) OF REVENUES

OVER EXPENDMJRES

See accompanying notes to financial sLatements
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V'illiarn J. Crtrnnr, (lPAlPf:S, OFPrS)

Frrrnk tl. Snvarese, CPA, (lFP@
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Helen J Corrrrrrlll'. ()PA

Willilm Cl. Sa.l,:ller, (.lPA

October 7, 20LL

To the Town Commissioners
Town of Charlestown

Wewich
Cronih
Sorra
CIIARIERED

In planning and performing our audit of the financial statements of the governmental activities, the business-
type activities, and each major fund of the Town of Charlestown as of and for the year ended June 30, 2011,
in accordance with auditing standards generally accepted in the United States of America, we considered the
Town of Charlestown's internal control over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Town of Charlestown's internal control.
Accordingly, we do not express an opinion on the effectiveness of the Town of Charlestown's internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and
was not designed to identify all deficiencies in internal control that might be significant deficiencies or material
weaknesses and therefore there can be no assurance that ali such deficiencies have been identified. However,
as discussed below, we identified certain deficiencies in internal control that we consider to be material
weaknesses and other deficiencies that we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination of
deficiencies in internal control, such that there is a reasonable possibility that a material misstatement of
the entity's financial statements will not be prevented, or detected and corrected on a timely basis, We
consider the following deficiencies in the Town of Charlestown's internal control to be material
weaknesses:

MATERIAL WEAKNESSES

Material Misstatements (Adjustments) to the Financial Statements

During the audit, we identified material misstatements (adjustments) to the financial statements for the
period under audit that were not initially identified by internal controls. These adjustments were made by
the accounting staff, and are included in the financial statements and audit report presented for June 30,
201 1.

Inadequate Collateralization of Public Funds

The Town failed to maintain adequate collateralization of its public funds, as required by the Annotated
Code of Maryland, throughout the year. Total unsecured funds as of lune 30, 2011 totaled g577,230.
The funds were adequately collateralized at year end. The Town should enact policies and procedures to
routinely review the collateralization limits set by their local financial institution to ensure that all funds are
properly collateralized.

o{@no qfal thru&a ?rtr", @e,aann/ o{amun
ll0l Vrrk l{oatl, Stritc 800 . Lutherville, Marvl,rnrl 2ltr.)3 . (410) l19-(1464 . (grt0) 7.)4-4995. Fax, (410) J1t)-?27Z
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Town of Charlestown
October 7,20Il
Page 2

A significant deficienry is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance. We
consider the following deficiencies in the Town of Charlestown's internal control to be significant deficiencies:

SIGNIFICANT DEFICIENCIES A

Financial Reporting Preparation

The Town relies on its external auditors to prepare its financial statements, and to assess new accounting
pronouncements and determine the financial reporting impact as they relate to the Town. This issue is
common in entities similar in size to the Town of Charlestown.

As a result of the other procedures described above, we have the following comments and recommendations
for improvement that are not considered significant deficiencies,

OTHER MATTERS

Approval of Adjusting lournal Entries

The Office Manager is able to both prepare and record both standard and non-standard generaljournal entries
without either review or approval of the Town Administrator or Treasurer. While we believe that the
Commissioner's review of monthly financial statements mitigates this control deficiency, we also believe that
controls could be increased if all entries were reviewed and approved by a second party.

Formalization of Employee Disciplinary Policies

Through discussions with management, we noted that there was not a formal policy in place for the Town
Commissioners or Administrator to communicate disciplinary action to its employees. The Commissioners
should review the current employee handbook and update it regularly to include such items as required.

This communication is intended solely for the information and use of management, the Town Commissioners,
and others within the Town and is not intended to be and should not be used by anyone other than these
specified parties.

We will review the status of these comments during our next audit engagement. We will be pleased to
discuss these comments in futher detail at your convenience, to perform any additional study of these
matters, or to assist you in implementing the recommendations.

I
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