












 
 
November 21, 2008 
 
 
 
To the Mayor and City Council 
City of Gaithersburg, Maryland 
 
This Comprehensive Annual Financial Report is issued for the City of Gaithersburg, Maryland, with 
respect to the fiscal year that ended June 30, 2008.  The purpose of this report is to provide financial 
information of importance to the decision-making process of the Mayor and City Council, the citizens of 
Gaithersburg, oversight bodies, and creditors.  This report is also a vehicle for City officials to gauge the 
extent to which sound financial management and reporting practices are being applied to protect the 
public interest. 
 
A high priority of the City is to maintain a sound financial condition.  We believe that our financial results 
for the year, which ended June 30, 2008, reflect our commitment to this objective: 
 
• The City continues to provide facilities and services to its citizens while maintaining its pay-as-you-

go philosophy and imposing no property tax rate increase for 44 years. 
 
• The City’s reserves continue to be adequate to support unexpected emergencies in order to provide 

the highest quality of City services. 
 
During Fiscal Year 2008, the City made progress in all of the goal areas of the Strategic Plan.  The City’s 
tradition of award-winning programs was extended in a variety of ways: 
 
• The City was awarded its 30th Certificate of Achievement for Excellence in Financial Reporting by 

the Government Finance Officers Association of the United States and Canada (GFOA) for the 
Comprehensive Annual Financial Report for the fiscal year that ended June 30, 2007. 

 
• A sixth Distinguished Budget Presentation Award from the Government Finance Officers Association 

of the United States and Canada (GFOA) was received for the fiscal year that ended June 30, 2007. 
 
• CNN/Money Magazine ranked Gaithersburg 29th on a national list of “Best Small Cities in America.”  

The rankings took in to consideration such criteria as family purchasing power, property taxes, job 
growth, student test scores, access to higher education, commute times, personal and property crime 
statistics, access to cultural amenities such as museums and libraries, weather, air quality, and health 
issues. 

 
• Gaithersburg was one of only 14 municipalities in Maryland to earn “Banner City/Town” designation 

from the Maryland Municipal League (MML) in the inaugural year of this award.  The program 
recognizes those communities that demonstrate a commitment to MML programs and activities 
through the involvement of their elected and appointed officials.   
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• Prevention Magazine and the American Podiatric Medicine Association ranked Gaithersburg 63rd on 

a list of “Best Walking Cities in America.”  Criteria included the percentage of adults who walk to 
work, the number of parks per square mile, safety, use of mass transit, and the percentage of adults 
who walk for fitness.   

 
• Five members of the Gaithersburg Police Department received Public Safety Awards from the 

Gaithersburg-Germantown Chamber of Commerce for distinguished service and meritorious conduct. 
 
• In Fiscal Year 2008, The City’s Cable TV staff received two national awards from the National 

Association of Telecommunications Officers and Advisors, one for a presentation made at the State of 
the City Dinner and one for cable TV feature on Gaithersburg’s first municipal green building. 

 
• Four City employees received APEX Awards for Communication Excellence, two for a cable TV 

feature celebrating the life of Rachel Carson as told by the student of Rachel Carson Elementary 
School, one for a promotional poster for amenities at Bohrer Park, and one for magazine and journal 
writing for the annual Gaithersburg City Guide. 

 
• Gaithersburg received a Tree City USA designation by the National Arbor Day Foundation for the 

19th consecutive year. 
 
The City continues to strive for excellence in the community: 
 
• The City created a homeownership assistance fund to help those residents being displaced by 

development and redevelopment efforts, and also created a housing stipend for City employees to 
encourage staff members to live close to where they work. 

 
• The City’s conducted a comprehensive Citizen Survey for the first time in decades.  75% of 

respondents gave the overall quality of life in Gaithersburg a rating of “good” or “excellent,” while 
services provided by City government were rated as “good” or “excellent” by 76% of respondents.   

 
• A commitment to the environment was reinforced with strict new “green” building ordinances for 

both residential and commercial development.  The City also modified its recycling contract to allow 
residents to “single stream” their recycling, eliminating the need for sorting. 

 
• Public safety continues to be a focus.  FY 2008 saw the addition of the Safe Speed speed camera 

program, the installation of in-car cameras in police vehicles, the implementation of a beat plan for 
better use of resources, the addition of Max, a new service dog, and the attainment of reaccreditation 
by the Gaithersburg Police Department.  An ordinance was also passed in FY 2008 to create a Fire 
Protection Systems Operations permit, helping to protect the lives of those working and living in 
Gaithersburg. 

 
• The City received $1.28 million in grants to support community and economic development 

activities, homeless programs, police salaries and equipment, nutrition programs for seniors, and 
other important human service initiatives.   
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The City of Gaithersburg continues to provide important services to its citizens, while maintaining a 
strong, fiscally conservative approach to financial management.  It is my belief that the City’s Strategic 
Plan, effective budget process and sound management principles will ensure that the City remains in 
strong financial condition. 
 
Sincerely, 
 
 
James D. Arnoult 
Acting City Manager 
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To the Citizens of the City of Gaithersburg, Maryland: 
 
State law requires that all general purpose local governments publish, within four months of the close of 
each fiscal year, a complete set of financial statements presented in conformity with generally accepted 
accounting principles (GAAP), and audited in accordance with generally accepted auditing standards by a 
firm of licensed certified public accountants.  Pursuant to that requirement, and the provisions of the 
City’s Charter, Section 53, we hereby issue the Comprehensive Annual Financial Report (CAFR) for the 
City of Gaithersburg, Maryland, for the year which ended June 30, 2008. 
 
This report consists of management’s representations concerning the finances of the City of Gaithersburg. 
Consequently, management assumes full responsibility for the completeness and reliability of all the 
information presented in this report.  To provide a reasonable basis for making these representations, 
management of the City of Gaithersburg has established a comprehensive internal control framework that 
is designed both to protect the government’s assets from loss, theft, or misuse, and to compile sufficient 
reliable information for the preparation of the City of Gaithersburg statements in conformity with GAAP.  
Because the cost of internal controls should not outweigh their benefits, the City of Gaithersburg’s 
comprehensive framework of internal controls has been designed to provide reasonable rather than 
absolute assurance that the financial statements will be free from material misstatement.  As management, 
we assert that, to the best of our knowledge and belief, this financial report is complete and reliable in all 
material respects. 

 
The City of Gaithersburg’s financial statements have been audited by Clifton Gunderson, LLP, a firm of 
licensed certified public accountants.  The goal of the independent audit was to provide reasonable 
assurance that the basic financial statements of the City of Gaithersburg for the fiscal year that ended June 
30, 2008 are free of material misstatement.  The independent audit involved examining, on a test basis, 
evidence supporting the amounts and disclosures in the basic financial statements; assessing the 
accounting principles used, and significant estimates made by management; and evaluating the overall 
financial statement presentation.  The independent auditor concluded, based upon the audit, that there was 
a reasonable basis for rendering an unqualified opinion that the City of Gaithersburg financial statements 
for the fiscal year ended that June 30, 2008, are fairly presented in conformity with GAAP.  The 
independent auditor’s report is presented as the first component of the Financial Section of the CAFR. 
 
In prior years, the independent audit of the financial statements of the City of Gaithersburg, Maryland was 
part of a broader, federally mandated “Single Audit” designed to meet the special needs of federal grantor 
agencies.  The City’s grant expenditures during fiscal year 2008 met the threshold to require a Single 
Audit.  These reports are available in the City of Gaithersburg, Maryland Single Audit Section of the 
CAFR. 
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GAAP requires that management provide a narrative introduction, overview, and analysis to accompany 
the basic financial statements in the form of Management’s Discussion and Analysis (MD&A).  This 
letter of transmittal is designed to complement MD&A and should be read in conjunction with it.  The 
City of Gaithersburg’s MD&A can be found immediately following the report of the independent auditor 
in the Financial Section of the CAFR. 
 
The remainder of this letter provides an overview of local economic conditions and prospects for the 
future, provides a report on some of the City’s current initiatives, and highlights the City’s financial 
results. 
 
REPORTING ENTITY 
 
The City’s financial statements include Casey Community Center operations, Aquatic Facility operations, 
Senior Center operations, and all departments and funds operated by the City.  In addition, the 
Employees’ Retirement Plan is included as a component unit of the reporting entity.  The retirement plan 
activity is reported in the Pension Trust Fund in the accompanying financial statements. 
 
The financial activities of the Montgomery County Board of Education and the Washington Suburban 
Sanitary Commission are not considered part of the City’s reporting entity.  These are separate entities 
over which the City exercises no control and are not included in this report. 
 
ECONOMIC CONDITION AND OUTLOOK 
 
Gaithersburg is centrally located in the heart of Montgomery County. The southeastern border lies 12 
miles from the northwestern border of Washington, D.C., and 18.5 miles northwest of the U.S. Capitol 
Building. Gaithersburg occupies approximately 10 square miles, with a population of 59,912 as of 
January 2008.  
 
The City continues to attract and maintain a dense concentration of high-technology companies along the 
Interstate 270 Technology Corridor, which benefit from their proximity to the regulatory agencies in the 
National Capital region. Additionally, the residential assessable tax base continues its growth.  The 
current economic condition of the City is excellent, and we are confident that this can be maintained. 
 
Gaithersburg’s consistent strategy to attract biotechnology firms continues to reap substantial benefits.  
MedImmune, one of the 10 largest pharmaceutical companies in the world, has sited its Headquarters in 
the City and continues to expand its complex annually.  MedImmune’s neighbors include Digene, 
GenVec, Antex, Gene Logic, IBM and Lockheed Martin. According to Expansion Management 
magazine, Gaithersburg possesses many attributes these technology firms seek including a superior work 
force, good transportation infrastructure, quality of life, competitive operating costs, and a pro-business 
government. 
 
Due to the current economy, the expectation is one of real property tax revenue posting a moderate 
increase, resulting in a slight increase to total revenues for FY 2009.  While it is slowing, we expect the 
real property assessed base to continue to grow for the next several years, but this growth will be offset by 
reductions in other revenue areas. 
 
The City fiscal health is tied to revenues at the local, state and federal level, as well as sources such as 
interest income and permit fees that are susceptible to fluctuation due to changing economic conditions.   
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MAJOR INITIATIVES 
 
In preparing the 2008 Budget, the government identified, through a strategic planning process, several 
major programs needed to meet citizens’ requirements for services and to safeguard the environment, in 
conformity with applicable federal and state standards.  These programs: 
 

 Ensure that all planning and development considers and responds to the City’s 
environmental, transportation, economic, social and civic needs. 

  
 Implement traffic and transportation management strategies to improve the safety, 

structure and function of streets, transit, bikeways and sidewalks within the City. 
 
 Actively pursue Olde Towne Blueprint. 

 
 Maintain and enhance priority City services. 

 
 Pursue programs that preserve and improve current and future housing stock and mix 

(e.g., aging apartments). 
 

 Maintain support of neighborhood Community Policing programs. 
 

 Implement programs to enhance delivery of services that address the needs of the City’s 
culturally diverse population. 

 
 Implement the Master Plan for Parks, Recreation, Cultural, and Leisure Activities. 

  
 Implement recommendations from ongoing evaluation of natural resources and 

encourage protection and enhancement of the environment (streams, parks, stormwater 
management, and other CIP projects. 

 
 Actively pursue economic development programs and strategies. 

 
 Continue communication activities and implement programs that promote citizen 

involvement. 
 

The largest capital projects are the development of the Gaithersburg Senior Center Center, and 
Community Development Block Grant - HUD, for which $3,031,447 and $2,082,235respectively was 
appropriated in fiscal year 2008. 
 
RETIREMENT AND OTHER POSTEMPLOYMENT BENEFITS 
 
The City sponsors a single employer non-contributory defined contribution pension plan covering all full-
time employees.  The City also has its own contributory savings plan authorized under Section 401(k) of 
the Internal Revenue Code covering all full-time employees.  Additionally, the City has established a 
deferred compensation plan in accordance with Internal Revenue Code Section 457 which is available to 
all employees.   
 
The City provides a Vantagecare Retirement Health Savings Plan.  Under the adoption agreement of the 
plan, employees may make a one-time irrevocable election of the amount of Employer contributions of 
compensation made on his or her behalf. 



To the Citizens of the City of Gaithersburg, Maryland 
Page 4 of 5 
November 21, 2008 
 
 
 
The City also provides hospitalization, dental, and life insurance benefits for qualifying retirees and 
disabled employees.  There are currently 35 retirees receiving benefits, which are financed on a pay-as-
you-go basis. 
 
Additional information on the City’s retirement and other postemployment benefits can be found in Notes 
8 and 9 to the basic financial statements. 
 
CASH MANAGEMENT 
 
Cash temporarily idle during the year was invested in the State of Maryland Local Government 
Investment Pool and in the Montgomery County Investment Pool.  On June 30, 2008, the City’s financial 
assets consisted of $644,707 cash and $57,278,591 in the respective pools. 
 
Interest earned on investments during fiscal year 2008 totaled $2,212,859, which was $413,301 less than 
the interest earned on investments in fiscal year 2007.   
 
RISK MANAGEMENT 
 
As of July 1, 1987, the City joined with other local governments and formed a self-insurance pool.  In the 
20 years since, this action has saved considerable money for all participants.  The pool initially only 
provided liability coverage (in the amount of $1,000,000); therefore, the City still had casualty coverage 
with a private carrier.  Coverage has now been extended for all risks except Workers’ Compensation, 
which is carried by the Montgomery County Self-Insurance Fund. 
 
 
ECONOMIC DEVELOPMENT REVENUE BONDS 
(Asbury Methodist Village, Incorporated Facilities) 
 
The total conduit debt outstanding at June 30, 2008 was $128,860,000 and consists of the following: 
 
The City issued Economic Development Revenue Bonds, Series 2006 totaling $128,860,000 which 
refunded 1993, 1997 and 2004 totaling $35,460,000, $42,935,000 and $44,000,000 respectively.  All 
bonds are used to fund the acquisition, construction and equipping of an assisted living facility at Asbury 
Methodist Village.  An agreement was executed between Asbury Methodist Village, Incorporated and the 
City concurrently with the issuance of the bonds.   
 
Certain assets of Asbury Methodist Village, Incorporated secure the loan in full.  The agreements provide 
for Asbury Methodist Village, Incorporated to repay the loan in installments in aggregate amounts 
sufficient to provide full and prompt payment of principal and interest on the bonds when due.  The full 
faith and credit of the City have not been pledged in support of the bonds, and in the event of default, the 
City cannot be held liable. 
 
CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE IN FINANCIAL REPORTING 
 
The Government Finance Officers Association of the United States and Canada (GFOA) awarded a 
Certificate of Achievement for Excellence in Financial Reporting to the City of Gaithersburg for its 
Comprehensive Annual Financial Report for the year which ended June 30, 2007.  The Certificate of 
Achievement is a prestigious national award recognizing conformance with the highest standards for 
preparation of state and local government financial reports. 
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In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable 
and efficiently organized Comprehensive Annual Financial Report (CAFR), the contents of which 
conform to the program standards. Such Comprehensive Annual Financial Report must satisfy both 
GAAP and applicable legal requirements. 
 
A Certificate of Achievement is valid for a period of one year only.  The City of Gaithersburg has 
received a Certificate of Achievement for the last 30 consecutive years (fiscal years 1978-2007).  We 
believe our current report continues to conform to Certificate of Achievement Program requirements and 
we are submitting it to the Government Finance Officers Association of the United States and Canada for 
review. 
 
DISTINGUISHED BUDGET PRESENTATION 
 
GFOA presented an award of Distinguished Presentation to the City of Gaithersburg for its annual budget 
for the fiscal year beginning July 1, 2007.  In order to receive this award, a governmental unit must 
publish a document that meets program criteria as a policy document, as an operations guide, as a 
financial plan, and as a communications device.  The award is only valid for a period of one year.  The 
City of Gaithersburg is proud to be the recipient of the award for the sixth consecutive year (fiscal years 
2003-2008).  It is our belief the current budget continues to conform to program requirements and 
submitted it to GFOA to determine its eligibility for another award. 
 
ACKNOWLEDGMENTS 
 
The preparation of this report in a timely basis could not be accomplished without the professional, 
efficient, and dedicated services of the entire staff of the Department of Finance and Administration, 
along with the various City staff that assisted and contributed to its preparation.  Their hard work, 
professional dedication and continuing efforts to improve the quality of this report are a direct benefit to 
all who read and use it.  A special thank you goes to the Public Information Office for their invaluable 
assistance.  We also would like to acknowledge the cooperation and assistance of the City’s departments 
throughout the year in the efficient administration of the City’s financial operations.  
 
In closing, we also would like to thank the Mayor, the members of the City Council, and the Acting City 
Manager for their interest and support in planning and conducting the financial operation of the City in a 
responsible and progressive manner. 
 
Respectfully submitted, 
 
 
 
Harold W. Belton, CGFM 
Director of Finance and Administration 
 








































































































































































































