





COUNTY COMMISSIONERS OF WASHINGTON COUNTY

Notes to the Financial Statements
June 30, 2008

5. CAPITAL ASSETS (continued)

Depreciation expense was charged to functions/progrof the primary government as
follows:

Governmental activities:

General government $ 27,543,598
Public safety 1,115,806
Recreation 330,390
Conservation of natural resources 8,287
Highway 780,556
Total depreciation expense, governmental activities $ 29,778,637

Business-type activities:

Public transit fund $ 152,617
Airport fund 1,718,886
Black rock golf course 148,425
Water quality 2,709,166
Solid waste 2,872,668
Total depreciation expense, business-type actvitie $ 7,601,762
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COUNTY COMMISSIONERS OF WASHINGTON COUNTY

Notes to the Financial Statements
June 30, 2008

5. CAPITAL ASSETS (continued)

Board of Education (Discretely presented component unit)

Balance Balance
June 30, 2007 Additions Deletions June 30, B0
Governmental activities:
Capital assets, not being depreciated
Land $ 2,514,501 $ - $ - $ 2,514,501
Facilities under construction 15,074,366 49,047,2 (8,051,340) 56,070,268
17,588,867 49,047,242 (8,051,340) 58,584,769
Capital assets, being depreciated
Buildings and Improvements 188,988,969 6,403,487 (53,093) 195,339,363
Furniture and equipment 26,620,554 2,411,625 09@941) 26,935,238
Equipment under capital leases 342,411 - - B4R,
215,951,934 8,815,112 (2,150,034) 222,617,012
Accumulated depreciation for
Buildings and improvements (85,265,250) (4,330)41 46,110 (89,556,550)
Furniture and equipment,
including equipment under
capital leases (15,332,889) (2,354,021) 2,051,857 (15,635,053)
(100,598,139) (6,691,431) 2,097,967 (105,191,603)
Governmental activities capital assets,
net 132,942,662 51,170,923 (8,103,407) 176,010,178
Business-type activities:
Capital assets being depreciated
Furniture and equipment 3,185,051 179,963 @,1 3,288,903
Accumulated depreciation for
Furniture and equipment (2,535,496) (116,349) 75,726 (2,576,119)
Business-type activities capital
assets, net 649,555 63,614 (385) 712,784
Total $ 133,592,217 $ 51,234,537 $(8,103,792) $ 176,722,962

Depreciation expense was charged to the functiomg@ams of the Board as follows:

Governmental activities:

Other instructional costs $ 1,226,957

Student transportation services 897,964

Operation of plant 86,154

Depreciation - unallocated 4,480,356
Total depreciation expense, governmental activities $ 6,691,431
Business-type activities:

Food services $ 116,349
Total depreciation expense, business-type actvitie $ 116,349
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6.

INTERFUND RECEIVABLES AND PAYABLES

Outstanding balances between funds are reportéduasto/from other funds” and are the
result of the County’s central cash managementdisiolrsement system. Other activity
between funds that are representative of lendimgslaong arrangements outstanding at the
end of the fiscal year are also referred to in fined statements as “due to/from other
funds”.

Receivable Fund Payable Fund Amount
General Airport $ 419,220
Water Quality General Fund 12,617,774
Golf course 96,367
Public Transit 68,701
Solid Waste General Fund 13,191,310
Golf course 100,746
Public Transit 71,824
Airport General Fund 2,867,677
Golf course 21,901
Public Transit 15,614
Capital Projects General fund 89,553,946
Total $ 119,025,080

Due to/from primary government and component unit:

Receivable Entity Payable Entity Amount

Component unit - Board of Education Primary gowegnt. capital projects $ 7,298,233

The general fund receivable from the Airport hakuae 30, 2008 balance of $419,220 of
which $359,220 bears interest at a rate of 4.5%isheing paid over a remaining 5 year
period and $60,000 is an interest free loan ambeiisg paid over a remaining 7 year period.
All other interfund payables are without interest.
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7. INTERFUND TRANSACTIONS
During the course of normal operations, the Courdg numerous transactions between
funds. Usually these transfers are undertaken #@blenthe receiving funds to provide
services that the government has determined tonbthe best interest of the County.
Interfund transactions are generally classifietbews:

Transfers are reported as “Other Financing Souytdsss)” in the governmental funds and

as “Operating Transfers” or “Capital Transfers'ttie enterprise funds.

A summary of transfers follows:

Fund

Operating
Transfers In

Operating
Transfers Out

Capital
Transfers In

Capital
Transfers Out

General Fund:
Capital Projects
Solid Waste
Public Transit
Water Quality
Airport
Community Partnership
Agricultural Education Center
Golf Course

Capital Projects
General Fund
Highway Fund
Solid Waste Fund
Water Quality
Airport Fund
Golf Course

Highway Fund
Capital Projects Fund

Solid Waste Fund
General Fund
Capital Projects Fund

Public Transit Fund
General Fund

Water Quality”
Capital Projects Fund

Airport Fund
General Fund
Capital Projects Fund

Golf Course

Community Partnership
General Fund

Agricultural Education Center
General Fund
Total

$ -

66,615

683,390

490,710
3,120,000
99,990
117,760
257,893

168,590

$ -
683,390
490,710
3,120,000

99,990

257,893

168,590
117,760

66,615

$

27,736,670
170,332

282,235
7,000
3,165,767
74,500
341,359

12,500
1,871,617

$ 27,736,670
7,000
74,500

12,500

3,165,767
341,359
1,871,617

170,332

282,235

$ 5,004,948

$ 5,004,948

$ 33,661,980

$6613980
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8. LONG-TERM AND CAPITAL LEASE OBLIGATIONS

The County issues general obligation bonds to pgevunds for the acquisition and
construction of major capital facilities. Generaligation bonds have been issued for both
governmental and business-type activities. Durihg year, general obligation bonds
totaling $19,950,000 were issued for new proje@sneral obligation bonds are direct
obligations and pledge the full faith and credittioé¢ County. These bonds generally are
issued as 20-year serial bonds with different art®wh principal maturing each year.
General obligation bonds and capital lease obbgatcurrently outstanding are as follows:
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June 30, 2008

8. LONG-TERM AND CAPITAL LEASE OBLIGATIONS

Governmental Activities
Bonds payable
General obligation bonds

Deferred amount on refunding

Unamortized bond premium
Unamortized bond discount
Total bonds payable

Other loans payable
Maryland Water Quality loans
State loan
Amount to be drawn

Total other loans payable

Total bonds and loans payable
Capital lease obligations

Governmental Activity Long-term
Liabilities

Business-type Activities
Bonds payable
General obligation bonds

Deferred amount on refunding

Unamortized bond premium
Unamortized bond discount
Total bonds payable

Other loans payable
Maryland Water Quality loans
State loans
Federal loans
Amount to be drawn
Total other loans payable — net

Total bonds and loans payable
Capital leases

Business-type Activity Long-term
Liabilities

Total Combined Activities Long-
term Liabilities

Board of Education
Capital lease obligations

(continued)

Interest Beginning Ending Due Within
Rate Balance Additions Reductions Balance One Year
3.0-5.0% $ 98,750,561 18,$39,530 $ 6,148,771 $111,141,320 $ 7,7@3,50

(582,211) - (326)9 (205,285) -
445,507 4,377 55,792 394,092 -
(47,271) - (2,955) (44,316) -
98,566,586 18,543,907 56824 111,285,811 7,763,501
1.0% 6,875,682 - 328 6,846,328 270,565
24,245 - 24,245 - R
(1,248,767) - (1,248,767) - -
5,651,160 - (1,19%)16 6,846,328 270,565
104,217,746 18,543,907 4,629,514 118,B%,1 8,034,066
4.0% 651,640 - 152,949 498,691 159,406
104,869,386 18,543,907 4,782,463 118,630,830 8,193,472
3.0-7.4% 35,328,099 Q,4710 2,067,455 34,671,114 2,329,774
(1,421,411) - 69(B834) (1,252,077) -
17,613 333 2,301 1%,6 -
(60,028) - (8,918) (51,110) -
33,864,273 1,410,803 15881, 33,383,572 2,329,774
.04-3.4% 29,723,699 - 2,698,398 27,025,301 2,692,220
5.5-6.4% 2,011,624 - 137,295 12M, 146,057
- 185,005 185,005 - -
(510,000) - (510,000) - -
31,225,323 186,0 2,510,698 28,899,630 2,838,277
65,089,596 1,595,808 4,402,202 62,283,202 68061
3.8-5.3% 638,750 232,615 231,206 640,159 233,026
65,728,346 1,828,423 4,633,408 62,923,361 5,401,077
$170,597,732 $ 20,372,330 $9,415,871 $181,554,191 $13,594,549
4.5-8.04% $ 106.,5 $ 8,324,000 $ (205,382) $ 8,220,124 299,231
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8. LONG-TERM AND CAPITAL LEASE OBLIGATIONS (continued)

Summary of remaining debt service requirementstiier years ended June 30 are as

follows:
Governmental Activities Business-type Activities Combined Activities
Year Principal Interest Principal Interest Principal Interest
2009 $ 8,034,066 $ 4,344,343 $ 5,168,051 1,991,181 $ 13,202,117 $ 6,335,524
2010 8,008,932 4,339,334 5,160,849 1,991,122 13,169,781 6,330,456
2011 8,410,392 4,034,146 4,706,080 1,901,558 13,116,472 5,935,704
2012 8,735,780 3,721,644 4,453,079 1,946,638 13,188,859 5,668,282
2013 8,416,122 3,392,768 4,399,961 1,949,599 12,816,083 5,342,367
2014-2018 36,136,046 12,136,131 18,926,212 Ban 55,062,258 22,949,575
2019-2023 24,593,899 5,770,851 15,812,026 56862, 40,405,925 11,183,487
2024-2029 15,652,411 1,581,202 4,944,486 441,886 20,596,897 2,023,088
Total 117,987,648 $ 39,320,419 63,570,744 $26,448,064 181,558,392 $65,768,483
Less:
Deferred amount on
refunding (205,285) (1,252,077) (1,457,362)
Unamortized discount (44,316) (51,110) (95,426)
Unamortized premium 394,092 15,645 409,737
Amount to be drawn - - -
$118,132,139 $ 62,283,202 $180,415,341

The County Commissioners have received bondingoaityhfrom the State Legislature to issue
public facilities bonds for the purpose of finargwarious capital projects. As of June 30, 2008,
the unused authorization was $83,651,122.

Conduit Debt

From time to time, the County has issued IndustRavenue Bonds to provide financial
assistance to private-sector entities for the a&jpm and construction of industrial and
commercial facilities deemed to be in the publierast. The bonds are secured by the property
financed and are payable solely from payments veden the underlying mortgage loans. Upon
repayment of the bonds, ownership of the acquiaedities transfers to the private-sector entity
served by the bond issuance. Neither the CoungyState, nor any political subdivision thereof
is obligated in any manner for repayment of the dsonin accordance with governmental
accounting standards the bonds are not reportddlaiities in the accompanying financial
statements. As of June 30, 2008, there were Indudkevenue Bonds outstanding with an
aggregate principal amount payable of $55,269,731.

Capital Leases

On February 15, 2007, the General Fund enteredairdapital lease agreement for equipment.
The lease calls for annual lease payments of $68(Ad expires February 15, 2011.
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8. LONG-TERM AND CAPITAL LEASE OBLIGATIONS (continued)
Capital Leases(continued)

Year ending June 30,

2009 $ 180,460
2010 180,460
2011 180,460
Total minimum lease payments 541,380
Less: amounts representing interest 42,690
Present value of net minimum lease payments 8,699

On May 28, 2004, the Solid Waste Fund entered antcapital lease agreement for
equipment. The lease calls for annual lease payanaEn$68,681 and expires July 15,
2008. On August 28, 2006, the Solid Waste Fundredtmto a capital lease agreement
for equipment. The lease calls for annual leasengays of $53,274 and expires August
28, 2010. On September 19, 2006, the Solid Wastel Fantered into a capital lease
agreement for equipment. The lease calls for anieaske payments of $83,038 through
September 25, 2010. On June 9, 2008, the Solida\rastd entered into a capital lease
agreement for equipment. The lease calls for dniease payments of $50,075 and
expires June 9, 2012. The future minimum paymenider these agreements are as
follows:

Year ending June 30,

2009 $ 255,068
2010 186,387
2011 186,387
2012 50,075
Total minimum lease payments 677,917
Less: amounts representing interest 59,933
Present value of net minimum lease payments %9647

On February 15, 2007, the Water Quality Fund edter® a capital lease agreement for
equipment. The lease calls for annual lease payr#8,024 and expires February 15,
2011. The future minimum payments under this ageserare as follows:

Year ending June 30,

2009 $ 8,024
2010 8,024
2011 8,024
Total minimum lease payments 24,072
Less amounts representing interest 1,897
Present value of net minimum lease payments 3782,
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8. LONG-TERM AND CAPITAL LEASE OBLIGATIONS (continued)
Capital Leases(continued)

The following is an analysis of the capital assatguired under capital leases as of
June 30, 2008.

NBV
Capitalized Accumulated June 30,
Amount Depreciation 2008
General Fund $ 1,205,513 $ 152,261 $ 1,053,252
Solid Waste 1,192,740 235,892 956,848
Water Quality 72,075 7,808 64,267
Total $ 2,470,328 $ 395,961 $ 2,074,367

Board of Education

The Board of Education has various capital leaseemgents for certain building data
processing and communications equipment. Informdio assets acquired from capital
lease is not available. The future minimum paymentder these agreements are as

follows:

Year ending June 30, Principal Interest Total
2009 $ 299,231 $ 364,339 $ 663,570
2010 312,031 351,531 663,562
2011 320,803 337,055 657,858
2012 311,278 322,190 633,468
2013 325,605 307,863 633,468
Thereafter 6,651,176 2,217,383 8,868,559

$ 8,220,124 $ 3,900,361  $12,120,485

Advance Refunding

In prior years, the County has partially defeasediain bonds by placing the proceeds of
new bonds in an irrevocable trust to provide fataia future debt service payments on
the old bonds. Accordingly, the trust account assetd the liability for the partially
defeased bonds are not included in the Countyanfiral statements. As of June 30,
2008, $18,540,000 of long-term obligations outsitag@re considered defeased.
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9.

OPERATING LEASE AGREEMENTS
County

On January 1, 2006 the Golf Course Corporationredteto a lease for golf carts. The
agreement called for lease payments of $6,962 payedim April through November of

each year. The lease term is for three years comingeion April 15, 2006. Total lease
payments for the year ended June 30, 2008 wer®455,

During fiscal year 2004, the County entered intte@se agreement whereby the lessee
constructed a building and improvements on landemvat the Airport. The total cost of
the building and improvements was capitalized asasset in the Airport fund with an
estimated useful life of 40 years. At June 30, 2G84 building and improvements were
estimated at $2,500,000. During the year ending By 2005 a revised cost was obtained
reducing the value to $2,000,000. The $500,000shaalent was recorded as a reduction to
fixed assets and deferred revenue in the June@Xh Bnancial statements. The terms of
the original agreement which began June 30, 200¢vedl the lessee to use the property
for a period of 25 years, with no additional paytsetue. Effective May 1, 2006, this lease
was amended with lease terms extended to 31 yEaesagreement allows an option for
the lessee to continue the lease past the 31 geardt a rental payment equal to the fair
market rental value of the leased property at tinat. Deferred revenue in the amount of
$2,500,000 was recorded in the Airport fund atitleeption of the lease but, was adjusted
down to $2,000,000 during year ending 2005, and twdse recognized as rental income
over the original 25 year term of the lease. Sitt®e amendment on May 1, 2006 the
remaining $1,840,000 of this lease will be amodinger 31 years.

During fiscal year 2006, the County entered inte@se agreement whereby the lessee
constructed a building and improvements on landemivat the Airport. The total cost of
the building and improvements was $1,800,000 whiels capitalized as an asset in the
Airport fund with an estimated useful life of 40aye on June 30, 2006. The terms of the
agreement which began June 30, 2006 allows theddssuse the property for a period of
31 years. The terms of the lease agreement rethatehe lessee pay the County annual
rent of $5,250 beginning July 1, 2006 with an ahnnarease of 4% each July 1st
thereafter. The lease also requires that the Coaragit the lessee $127,500 for the
lessee’s incurred costs in excavating the sitettier addition. The agreement allows an
option for the lessee to continue the lease pasBihyear term at a rental payment equal to
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9.

OPERATING LEASE AGREEMENTS (continued)
County (continued)

the fair market rental value of the leased propattyhat time. Deferred revenue in the
amount of $1,800,000 was recorded in the Airpamtdfat the inception of the lease.

During fiscal year 2006, the County entered intte@se agreement whereby the lessee
constructed a building and improvements on landemivat the Airport. The total cost of
the building and improvements was $3,100,000, whiels capitalized as an asset in the
Airport fund with an estimated useful life of 40aye on June 30, 2006. The terms of the
agreement which began June 30, 2006, allows tlsedet® use the property for a period of
39 years (primary terms). The terms of the leaseesgent require that the lessee pay the
County annual rent of $5,200 during the primaryni®iof the lease with an annual increase
of 3% each year. The agreement allows an optionhi®iessee to continue the lease past
the 39 year term at a rental payment equal to d@ivenfiarket rental value of the leased
property at that time. Deferred revenue in the amad $3,100,000 was recorded in the
Airport fund at the inception of the lease.

During fiscal year 2004, the County entered intte@se agreement whereby the lessee
began building improvements on land and buildingmed at the Airport. During fiscal
year 2006, the improvements were completed forta tmst of $1,165,000, which was
capitalized as an asset in the Airport fund witheatimated useful life of 40 years on June
30, 2006. The terms of the agreement which begaa 3Q, 2006, allows the lessee to use
the property for a period of 17 years, with no pawis due during the initial five year term
of the lease. In subsequent years, the lesseedayrgxay rent equal to the then-prevailing
fair market rental value of the original 2000 seguéget of the leased property. Deferred
revenue in the amount of $1,165,000 was recordatdrAirport fund at the inception of
the lease.

During fiscal year 2007, the County entered intte@se agreement whereby the lessee
constructed a building and improvements for $5800, which was capitalized as an asset
in the Airport fund with an estimated useful life4® years on June 30, 2007. The terms of
the agreement, which began December 1, 2006, alosviessee to use the property for a
period of 39 years (primary terms). The terms efldase agreement require that the lessee
pay the County annual rent of $15,750 during thengry terms of the leases with an
annual increase of 4% each year. The agreememisaia option for the lessee to continue
the lease past the 39 year term at a rental payegal to the fair market rental value of
the leased property at that time. Deferred reveimnu¢he amount of $5,500,000 was
recorded in the Airport fund on June 30, 2007.

During year ending June 30, 2008, rental incometlier above leases of $433,112 was
recognized in the Airport Fund.
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9.

10.

11.

OPERATING LEASE AGREEMENTS (continued)
County (continued)

On January 1, 2006, the County entered into aneaggat with Spirit Services, Inc. of
Washington County to lease and operate the Coneeggele Industrial Pretreatment
Facility. Under the lease agreement, Spirit Sesvitec. has exclusive control and
management of the pretreatment facility and assuatlesesponsibility for utility and
maintenance expenses. The term of the lease rures period of ninety-nine years with
fixed monthly rent payments of $28,800. During ylear ending June 30, 2008 outsourcing
revenue of $345,600 was recognized in the Watefif@udaind.

SPECIAL ASSESSMENT DEBT

A special taxing district known as the Barkdoll dir&pecial Taxing District (Prime Retail)
was created by the County. Special obligation boimmdghe amount of $3,100,000,
$1,517,000 and $2,454,000 were issued in June 1988 mber 1998 and April 2000,
respectively. The County is in no way liable fopagment of the bonds and is only acting
as an agent for the property owners in the spéaiahg district in collecting the special
taxes and forwarding collection to bondholders.

Annual debt service requirements to maturity faxsal assessment bonds are as follows:

Governmental Activities

Year ending June 30, Principal Interest
2009 $ 186,000 $ 408,590
2010 199,000 395,570
2011 213,000 381,640
2012 228,000 366,730
2013 244,000 350,770
2014 - 2017 1,163,000 1,219,540
2018 - 2022 1,985,000 1,002,680
2023 - 2025 1,619,000 212,940

$ 5,837,000 $ 4,338,460

UNUSED VACATION AND SICK LEAVE

County

The County accrues accumulated unpaid vacatiors@ikdeave and associated employee-
related costs when earned or estimated to be edmdtie employee. The accrual of

vacation leave is based upon individual salarysrateeffect as of June 30 and is capped at
25 days. The accrual of sick leave is based on payuompon retirement at a rate of $10 per
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11.

12.

UNUSED VACATION AND SICK LEAVE (continued)
County (continued)

day for each unused sick leave day up to a totaB6fdays. Total unpaid vacation and sick
leave accrued at June 30, 2008 was $1,908,417 &88,1%5 respectively. Unused
vacation and sick leave will be liquidated by tlespective government and enterprise
funds where the current employee costs are acabdmte

Board of Education

The School System accrues accumulated unpaid vacatid sick leave and associated
employee-related costs when earned or estimatdoetearned by the employee. The
accrual of vacation leave is based upon indivickaddry rates in effect as of June 30. The
accrual of sick leave is based on payment uporereéint at a rate of $25 per day for each
unused sick leave day up to a total of 200 days&&dper day for additional accumulated
sick leave beyond 200 days. Sick leave is estimaidoe earned once an employee has
obtained 25 years of service or 55 years of agéal Tumpaid vacation and sick leave
accrued at June 30, 2008 was $303,077 and $4,875t84pectively. Total employee
related costs associated and accrued with thesegeamated absences amounted to
$396,193 at June 30, 2008. For governmental fud87,568 at June 30, 2008 is
considered payable with current sources and isuded in accrued liabilities. The
remaining amounts are estimated to be used in gubsefiscal years and are maintained
separately and represent a reconciling item betwdenfund and government-wide
financial statement presentations.

RETIREMENT PLANS
County Defined Benefit Pension Plan

Plan Description. The County Commissioners of Washington County Engés
Retirement Plan (the Plan) is a single-employemeééfbenefit pension plan established by
the County Commissioners effective July 1, 1972 adopted by ordinance. The County
Commissioners have the power and authority to éstend amend the benefit provisions
of the Plan. The Plan provides retirement benéfitplan members. Effective January 1,
1986, members are qualified to participate in tta Ff they are compensated on the basis
of working at least 40 hours per week and 12 moirtha calendar year. Participation
classification is based on the employee’s statusitasr “uniformed” or “non-uniformed’.

A uniformed employee may retire at the earlier g& %0 or 25 years of service. A non-
uniformed employee may retire at the earlier of &Qeor 30 years of eligibility service.
Vesting begins after 5 years of service. Retirenhbemiefits are calculated by a formula and
provide approximately 50% of average pay after @ary or 60% after 30 years of service.
Uniformed employees may take early retirement wetuced benefits at 20 years of
service and non-uniformed may take early retirenae@5 years of service. Cost-of-living
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12. RETIREMENT PLANS (continued)
County Defined Benefit Pension Plarfcontinued)

adjustments are provided at the discretion of then@y Commissioners. Annual reporting
for the Plan is presented only in the County’s diduy funds financial statements.

Funding Policy. The contribution requirements of plan members amel €County is
established and may be amended by the County Caomés. Plan members are
required to contribute 5.5% of their annual covesathry, except for uniformed sworn
officers of the Sheriffs Department, who contribG%é.

All information that follows for the Plan is as yul, 2007, which is the latest actuarial
report available.

Membership of the Plail.he membership consisted of the following as o 1,l2007, the
date of the latest actuarial valuation:

Retirees and beneficiaries receiving benefits 152

Terminated plan members entitled to but not yetikéeg benefits 44

Active plan members 691
887

Annual Pension Cost and Net Pension Obligatibme County’s annual pension cost and
net pension obligation for the year ended Jun807, were as follows:

Annual required contribution $ 3,065,534
Interest on Net Pension Obligation 32,632
Adjustment to annual required contribution (48,444)
Annual pension cost 3,049,722
Contributions 2,915,988
Increase (decrease) in net pension obligation Ba3,7
Net pension obligation (excess) beginning of year 21,@57
Net pension obligation (excess) end of year $54,791

The annual required contribution for the currerary@as determined as part of the July 1,
2007 actuarial valuation using the projected uretlit actuarial cost method. The actuarial
assumptions included (a) 7.5% investment rate wirme(net of administrative expenses)
and (b) projected salary increases of 4.0% per.yEae assumptions did not include

postretirement benefit increases. The actuarialievalf assets was determined by the
market value of investments. The unfunded actuadetued liability is being amortized at

a level dollar over 25 years. The effect of an aded actuarial accrued liability (funding

excess) is amortized immediately.
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12. RETIREMENT PLANS (continued)

Trend Information

Fiscal Annual Percentage Net Pension
Year Pension of APC Obligation
Ending Cost (APC) Contributed (Excess)
6/30/07 $ 3,049,722 95.6% $ 554,791
6/30/06 $ 2,841,284 99.2% $ 421,057
6/30/05 $ 2,784,705 97.2% $ (1,019,110)

Board of Education

The employees of the School System are coverednbyob the following pension plans
affiliated with the State Retirement and Pensiost&y of Maryland, and agent multiple-
employer public employee retirement systems adnered by the Maryland State
Retirement Agency:

* The Teachers’ Retirement System of the State ofyidad

* The Employees’ Retirement System of the State afyMad
* The Pension System for Teachers of the State oylisfad, or
* The Pension System for Employees of the State oflstad

During the 1979 legislative session, the Marylanen€&al Assembly created, effective
January 1, 1980, the “Pension System for Teachketbeo State of Maryland” and the

“Pension System for Employees of the State of Marg!” Prior to this date, all teachers
and related positions were required to be memUdetsedTeachers’ Retirement System of
the State of Maryland” and classified positions evenembers of the “Employees’

Retirement System of the State of Maryland.” Alhaal system employees who were
members of the “Retirement System” may remain at Bystem or may elect to join the
“Pension System.” All teachers hired within thet8tafter December 31, 1979 must join
the “Pension System for Teachers.” All classifiedpéoyees hired within the State after
December 31, 1999 must join the “Pension SystemBmployees.” The “Teachers’

Retirement System” and the “Pension System for Bygads” cover those employees not
covered by the teachers’ plans. These employegwia@pally custodial, maintenance and
food service employees.

These pension plans provide pension benefits aathdend disability benefits. A member
may retire after 25 years of service from the Retient System and as early as age 55 and
15 years of service for the Pension System. Bengéiherally vest after 5 years of service.
The State Retirement Agency issues a compreheasiveal financial report for the State
Retirement and Pension System of Maryland. Thabrtemay be obtained by writing to
State Retirement and Pension System of Maryland,Bd@st Baltimore Street, Baltimore,
Maryland 21202, or by calling 1- 800-492-5909, grebmail atsra@sra.state.md.us
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RETIREMENT PLANS (continued)
Board of Education (continued)

Both the “Retirement System” and the “Pension Sy&téor teachers and classified

employees are jointly contributory. Under the “Retient System”, employees contribute
4% - 7% of their total gross salary, and under‘B@nsion System”, employees contribute
3% and 2% of their gross salary for the years edded 30, 2008 and 2007, respectively.
Effective, July 1, 1980, in accordance with the lgowerning the Systems, all benefits of
the Systems are funded in advance. Annually ap@aigor employer contribution rates for

retirement benefits are determined using the eayy normal cost method. The method
produces an employer contribution rate consistih@lp an amount for normal cost (the

estimated amount necessary to finance benefitseddny employees during the current
service year), and (2) the amount for amortizatidnthe unfunded actuarial accrued
liability.

Washington County School System contributions iogat1,281,475 and $1,163,744 or
8.80 and 8.1 percent of covered payroll for fisgedrs 2008 and 2007, respectively; and
contributions by the State of Maryland on behalf the School System totaling
$12,509,313 and $9,613,975 or 9.35% of coveredatlafir fiscal years 2008 and 2007
were made in accordance with actuarially determicaatribution requirements based on
an actuarial valuation performed as of June 307200

Significant actuarial assumptions used includeaapte of return on the investment of
present and future assets of 7.75% per year congigouannually, (b) projected salary
increases of 3.5% per year compounded annuallyb@tible to inflation, (c) additional
projected salary increases ranging from O percer@8.% percent per year, attributable to
seniority and merit, (d) post-retirement beneficreases ranging from 3 percent to 4
percent per year depending on the system, (e) cdtesortality, termination of service,
disablement and retirement are based on actualierpe during the period from 2003 to
2006, and (f) the aggregate active member paysofissumed to increase by 3.5 percent
annually.

The actuarial value of assets was determined bygrezing investment gains and losses
over a five-year period. Each year’s investmeim ga loss is amortized on a straight-line
basis over five years. The final actuarial vakiéimited to not more than 120 percent nor
less than 80 percent of the market value of assgte. unfunded actuarial accrued liability
is being amortized as a level percentage of pregeptyroll, in two distinct pieces. The

unfunded actuarial accrued liability, which existad of the June 30, 2000 actuarial
valuation, is being amortized over the remainingy&8r period to June 30, 2020. Each
new layer of unfunded actuarial accrued liabilitysimg subsequent to June 30, 2000 is
being amortized over a twenty-five year periodthfee year trend of the School System’s
annual pension cost is as follows:
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13.

RETIREMENT PLANS (continued)

Board of Education (continued)

Total

Fiscal Annual APC
Year Pension Contributed APC Percentage
Ending Cost by School Contributed of APC Net Pension
June 30, (ACC) System by State Contributed Obligation
2006 $ 9,628,932 $ 949,875 $ 8,679,057 9%4.00 $
2007 $10,777,719 $1,163,744 $ 9,613,975 100% $
2008 $13,790,788 $1,281,475 $ 12,509,313 100% $

The contributions made by the State of Marylandbehalf of the School System were
recognized as both revenue and expenditures inGheeral Fund as required by
Government Accounting Standards Board Statemeng#lo.

RISK MANAGEMENT
County

The County is exposed to various risks of losstedldo torts; theft of, damage to, and
destruction of assets; errors and omissions; eguie employees; and natural disasters. The
County purchases commercial insurance for claimexoess of deductible amounts for all
risks of loss, except for employee health and wa'keompensation. Settlements have not
exceeded insurance coverages during the pastfthcaéyears.

The County Commissioners have established a salfémce plan for health benefits to its
employees, retirees and to other governmental anebrofit agencies. Budgeted amounts
are charged to each fund, and premiums are chéngetirees and other governmental and
non-profit agencies for their share of the costisictv are intended to cover the estimated
costs of claims and administrative expenses. Garitans from employees, retirees and
other governmental non-profit agencies are offgglirest budget amounts charged in the
related fund. Under this plan, the County’s GenEtald bears all risk of loss.

The County has established claims liabilities bagedestimates of the ultimate cost of
settling the claims (including future claim adjusimh expenses) that have been reported but
not settled, and of claims that have been incubrgtdnot reported. The length of time for
which such costs must be estimated varies depedinige coverage involved.

Because actual claims costs depend on such confptéars as inflation, changes in
doctrines of legal liability, and damage award® firocess used in computing claims
liabilities does not necessarily result in an exaubunt. Claims liabilities are recomputed
periodically using a variety of actuarial and sttial techniques to produce current
estimates that reflect recent settlements, clagmuency, and other economic and social
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13. RISK MANAGEMENT (continued)
County (continued)

factors. A provision for inflation in the calculati of estimated future claim costs is

implicit in the calculation because reliance iscplh both on actual historical data that

reflect past inflation and on other factors tha eonsidered to be appropriate modifiers of
past experience. Adjustments to claims liabilitses charged or credited to expense in the
periods in which they are made.

The liability for estimated claims was determinedg $1,800,000 which is reflected in the
accompanying financial statements as of June 308.2CGhanges in the claims liability
were as follows:

Years Ended June 30,

2008 2007
Liability, beginning of year $ 1,500,000 $ 1,5000
Claims and changes in estimates during the year 827186 6,258,239
Claims and administrative costs paid (7,582,146)  6,258,239)
Liability, end of year $ 1,800,000 $ 1,500,000

The County uses a third party administrator to @sscand pay claims. The County has
purchased a stop-loss insurance policy in whichinbarance company covers individual
claims once they exceed $175,000. Under this potloy County was liable for the first
$6.7 million of claims paid in the current fiscaar. Any claims in excess of this amount
are to be paid by the insurance company underttipelgss policy.

The County Commissioners have also establishedlfanserance plan for Workers’
Compensation claims whereby the County is liabtetlie first $500,000 per occurrence.
As required by the State of Maryland, $175,000 i8.Ureasury Notes is held by the State
Workers’ Compensation Commission and is includethuestments on the balance sheet.
The County extends coverage under this plan tetheloyees of other governmental and
nonprofit agencies. These agencies are chargedeaiipm”, however the County bears
the risk of loss. The liability for estimated clanvas determined to be $1,000,000, which
is reflected in the accompanying financial statets@s of June 30, 2008. Changes in the
claims liability were as follows:

Years Ended June 30,

2008 2007
Liability, beginning of year $ 1,000,000 $ 1,2000
Claims and changes in estimates during the year ,9890 600,495
Claims and administrative costs paid (770,989) 0{895)
Liability, end of year $ 1,000,000 $ 1,000,000
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13. RISK MANAGEMENT (continued)
Board of Education

The School System is exposed to various risks ¢ telated to torts; theft of, damage to,
and destruction of assets; errors and omissionsppal injury; and natural disaster. The
School System is one of fifteen Boards of Educatwithin the State of Maryland
belonging to the Maryland Association of Boards€diucation Group Insurance Pool (the
Pool), a public entity risk pool organized as astrurhe School System pays an annual
premium to the pool for its property, liability, drmautomobile coverage. Such premiums
are actuarially calculated for the pool as a whHmsed on loss data and are allocated to
members based on student enrollment and numbertygpel of vehicles as well as
experience modification factors. The Pool is refaduon a claims-made basis for legal
liability covering claims aggregating $3 millionmpdistrict per year.

Additionally, the School System is one of eleverais of Education within the State of
Maryland belonging to the Maryland Association obaBds of Education Workers’
Compensation Group Self-Insurance Fund (the Furid$. fund was established to provide
worker’'s compensation indemnity and medical begeaftverage for participating school
boards. The fund is operated under regulations pigeted by the State’'s Workers’
Compensation Commission (COMAR 14.09.02). Each Fpadicipant pays an annual
premium calculated on its payroll according to ttandard classifications, with an
experience modification applied. Although premiubnfied to the Fund members are
determined on an actuarial basis, ultimate ligbifldr claims remains with the respective
members and accordingly, the insurance risks areransferred to the Fund. Six months
following the end of the Fund’s fiscal year, thenBis trustees declare unneeded funds as
surplus and distribute 50% of the declared surptudividends to the Fund members. This
dividend distribution is made no sooner than onar yadter the close of that fiscal year.
Members dedicate the remaining 50% of the surpach g/ear to a surplus fund until it
reaches 100% net annual premium. The Fund camiex@ess insurance policy providing
specific excess and employer liability protectimverage, thus reducing the potential of
assessment against Fund members. The Fund praogesage for up to a maximum of
$250,000 for each worker’'s compensation claim.

Settled claims from these risks have not exceeldeglanned coverage during any of the
past three years.

The School System also offers a program of selired health and dental benefits to its
employees and retirees. Charges are made to atineisFemployees and retirees for their
respective share of the costs in amounts plannedhtoh the estimated claims, the cost of
insurance premiums for coverage in excess of selffed amounts and the administrative
costs in providing the program. Such costs are affset by interest income earned from
investing receipts until they are paid out in thari of claims or expenses. Administrative
costs directly related to the program are born&hbySelf-Insurance Fund.

70



COUNTY COMMISSIONERS OF WASHINGTON COUNTY

Notes to the Financial Statements
June 30, 2008

13.

14.

15.

RISK MANAGEMENT (continued)
Board of Education (continued)

In accordance with the Governmental Accounting &atis Board's Statement No. 10

“Accounting and Financial Reporting for Risk Finaigz and Related Insurance Issues,”
charges to other funds must be accounted for anuevby an internal service fund and
expenditures/expenses by the other funds. The amofithese charges were $18,339,375
and $17,705,246 for the years ended June 30, 20D02G07, respectively.

The Self-Insurance Fund’s accrued liabilities inewan estimate of the amount to be paid
for self- insured claims incurred prior to June 2008. This estimate is prepared based
upon the School System’s experience and other astefacts. Changes in the Fund’s
claims liability amount were as follows:

Years Ended June 30,

2008 2007
Liability, beginning of year $ 1,966,521 $ Pe2196
Claims and changes in estimates during the year 813379 20,711,219
Claims paid (23,873,266)  (20,960,894)
Liability, end of year $ 1,907,234 $ 1,966,521

DEFERRED COMPENSATION PLAN

The County offers its employees a deferred compgemsplan created in accordance with
Internal Revenue Code Section 457 and administeyeal third party. The plan, available
to all County employees, permits them to defer diqo of their salary until future years.
The deferred compensation is not available to eys@s until termination, retirement,
death, or unforeseeable emergency. The deferregpasation plan assets are held in trust
for the exclusive benefit of the plan participantherefore, the plan assets are not
presented in the financial statements.

AGENCY FUND DEFERRED TAX SALES PROCEEDS

Tax sales proceeds are accounted for in the Agénog. Three years after the date of a

tax sale, the net proceeds can be transferred doGéneral Fund. For seven years

thereafter, property owners or their heirs maytjetithe Court for the net proceeds of the

tax sale, and the proceeds revert back to the AgEoad. At the end of the seven-year

period, the proceeds are recognized as incomeet@tunty. Proceeds not transferred to

the General Fund are accounted for as deferresiaias proceeds, and included as deferred
revenue on the balance sheet.
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16. SEGMENT INFORMATION

The County has entered into loan agreements wihvtaryland Water Quality Financing
Administration. The loans are backed by the fullhfaand credit and taxing power of the
County, however the source of payment of the ppimcand interest of the loans is the
sewer user charges and pretreatment facility usarges. The user charges are accounted
for in the Water Quality Fund. Summarized finandiaormation for the Sewer and
Pretreatment operations is presented below. TheeM@uiality Department operates the
County’s sewage treatment plants, sewage pumpatigiss, collection systems and leases
the pretreatment facility to a private company.
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16. SEGMENT INFORMATION (continued)

CONDENSED STATEMENT OF NET ASSETS
Assets

Current assets

Noncurrent assets
Total Assets

Liabilities
Other current liabilities
Noncurrent liabilities
Total Liabilities

Net assets
Invested in capital assets, net of related debt
Unrestricted
Restricted capital projects

Total Net Assets

CONDENSED STATEMENT OF REVENUE, EXPENSES, AND
CHANGES IN NET ASSETS

Operating revenue

Lease income

Depreciation expense

Other operating expenses

Operating income

Nonoperating revenue (expenses)
Interest income
Interest expense
Loss on disposal of assets
Utility admin charge

Operating transfers

Capital transfers

Grants for capital projects

Change in net assets

Net assets, beginning of year, as previously replort
Prior period adjustment

Net Assets, End of Year

CONDENSED STATEMENT OF CASH FLOWS
Net cash provided (used) by
Operating activities
Noncapital financing activities
Capital and related financing activities
Investing activities
Net increase
Cash and cash equivalents, beginning of year
Cash and Cash Equivalents, End of Year
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Sewer Pretreatment
Department Department

$ 16,156,386 $ 2,310,635
105,194,089 6,686,607
121,350,475 8,997,242
8,275,855 1,769,746
15,714,373 7,127,749
23,990,228 8,897,495
9575 (140,657)
8,343,526 1,062,438
1,046,146 -
$ 97,360,247 $ 921,781
$ 8,529,458 $ 345,600
7,827 -
(2,108,108) (194,113)
(4,164,606) (25,880)
2,264,571 125,607
63,301 -
(760,879) (271,412)
(59,552) -
(2,602,943) -
2,412,600 350,000
300,000 -
858,237 -
210,764 78,588
2,475,335 204,195
74,625,447 717,586
20,259,465 -
$ 97,360,247 $ 921,781
$ 8,269,104 $ (612,298)
2,412,600 350,000
(520,207) 353,309
63,301 -
10,224,798 91,011
42340, 2,191,324

$ B $ 2,282,335
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17. CLOSURE AND POST-CLOSURE CARE COST

State and federal laws and regulations requireGbenty to place a final cover on its
landfills when they stop accepting waste. The Cypusitalso required to perform certain
maintenance and monitoring functions at the site Up to thirty years after closure.
Although closure and post-closure care costs véllpaid only near the date or after the
date that the landfill stops accepting waste, tbher@y reports a portion of these closure
and post-closure care costs as a liability baselhmdifill capacity used as of each balance
sheet date.

The Hancock Landfill was closed in 1993. The renmgjrestimated costs associated with
the closure and post-closure care costs of $274v@2eported as a liability in the Solid
Waste Fund. No current expense was recognizedeinStilid Waste Fund for the year
ended June 30, 2008.

The Resh Landfill has reported a landfill closuned apost-closure care liability of
$14,150,384 in the Solid Waste Fund. The total ciphas been used. The Resh Landfill
was closed in December 2000. No current expenseegagnized in the Solid Waste Fund
for the year ended June 30, 2008.

The Rubble Landfill began operating during Augud93. The estimated costs associated
with post-closure care of $2,202,400 is reported digbility in the Solid Waste Fund at
June 30, 2008. The Rubble Landfill was closed inddeber 2000. Expenses of $1,900,000
was recognized in the Solid Waste Fund for the gaded June 30, 2008.

The 40 West Landfill began operation in fiscal y2@01. The estimated life of this landfill
is 39 years as of June 30, 2008, it is estimatatapproximately 13% of the capacity has
been used. The estimated costs associated withrelasd post-closure care of $5,979,113
was reported as a liability in the Solid Waste Fatdlune 30, 2008. The County will
recognize $47,055,727 of estimated cost associaitbdthe closure and post-closure care
as capacity is filled. Expense of $142,274 wasgeized in the Solid Waste Fund for the
year ended June 30, 2008.

The above estimates are based on estimated cuostst to perform all closure and post-
closure care. Actual costs may be higher due t@atioh, changes in technology, or
changes in regulations.

The County is required by state and federal land ragulations to meet certain closure
and post-closure financial assurance requiremente County has satisfied these
requirements by demonstrating in information subeditby the Director of Finance that
they meet the Local Government Financial Test aslwfe 30, 2008 as specified in
40CFR258.
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18. OTHER POSTRETIREMENT EMPLOYEE BENEFITS (OPEB)

Plan DescriptioriThe County offers postretirement health care bentf employees who
retire from the County under normal or early retient provisions of the pension plan. The
health care benefits are provided until the retiseeligible for Medicare. Retirees who
exercise the one-time option for the health carehis pay one-half of the estimated cost
of the benefits. The County pays the remaining esspart of its self-insurance program.
Currently, twenty-six retirees are receiving betsefand seventy-four employees are
retirement eligible. Expenditures for postretirembeaalth care benefits are recognized as
retirees report claims and include a provision dstimated claims incurred but not yet
reported.

The County offered a special termination benefigngployees that retired between July 1,
1995 and September 30, 1995. Those employees asvirg health care benefits
(managed care program) from the date of retirermatit they are eligible for Medicare.
Three former employees are receiving this benefit.

The County offered a special termination benefiengployees that retired between July 1,
1996 and September 30, 1996. Those employees amsvirgy health care benefits
(managed care program) from the date of retirernatit they are eligible for Medicare.
Four former employees are receiving this benefit.

Funding PolicyThe County intends to fund any annual short-feween OPEB annual

required contribution and actual pay-go expense tlegally executed trust fund. The
trust fund will be invested as a long-term pengiast, using an appropriately balanced
portfolio of equities and debt instruments, to @iy maximize long-term investment
returns.

Annual OPEB Cost and Net OPEB Obligatibhe County’s annual other post-retirement
benefit (OPEB) cost (expense) is calculated basethe annual required contribution of
the employer (ARC), an amount actuarially determimeaccordance with the parameters
of GASB Statement 45.he ARC represents a level of funding that, if pamdan ongoing
basis, is projected to cover normal cost each gedr amortize any unfunded actuarial
liabilities (or funding excess) over a period notexceed 30 years. The following table
shows the components of the County’s annual OPEBfoo the year, the amount actually
contributed to the plan, and changes in the Coantgt OPEB Obligation.
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18. OTHER POSTRETIREMENT EMPLOYEE BENEFITS (continued)

Components of Net OPEB Obligation

Annual Required Contribution $ 1,611,000
Interest on Net OPEB Obligation -
Adjustment to Annual Required Contribution -

Annual OPEB Cost (Expense) 1,611,000
Contributions Made or Accrued 1,477,450
Increase in Net Obligation 133,550
Net OPEB Obligation (BOY) -
Net OPEB Obligation (EOY) $ 133,550

The County’'s annual OPEB cost, the percentage ofi@dnOPEB cost contributed to the
plan, and the net OPEB obligation for 2008 arecdews:

Percentage of Annual OPEB
Fiscal Year Ended June 30, Annual OPEB Cost Cost Contributed Net OPEB Obligation

2008 $1,611,000 91.7% $133,550

Actuarial valuations of an ongoing plan involveimsttes of the value of reported amounts
and assumptions about the probability of occurreriavents far into the future. Examples
include assumptions about future employment, mitytehnd the healthcare cost trend.
Amounts determined regarding the funded statushef glan and the annual required
contributions of the employer are subject to camdlnrevision as actual results are
compared with past expectations and new estimatesmmde about the future. The
schedule of funding progress, presented as reqgsupglementary information following
the notes to the financial statements, presentsiyaat trend information about whether
the actuarial value of plan assets is increasinglemreasing over time relative to the
actuarial accrued liabilities for benefits.

Actuarial Methods and AssumptionBrojections of benefits for financial reporting
purposes are based on substantive plan (the plamderstood by the employer and the
plan members) and includes the type of benefitsigea at the time of each valuation and
the historical pattern of sharing the benefit cdtsveen the employer and plan members
to that point. The actuarial methods and assumgtissed include techniques that are
designed to reduce the effects of short term \ijain actuarial accrued liabilities and the
actuarial value of assets, consistent with the-t@mgn perspective of the calculations.
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18. OTHER POSTRETIREMENT EMPLOYEE BENEFITS (continued)

Components of Net OPEB Obligati¢continued)

In the July 1, 2007 actuarial valuation, the prtgdcunit credit actuarial cost method was
used. The actuarial assumptions included a 7.75%stment rate of return (net of
administrative expenses), which is a blended rétth® expected long-term investment
returns on plan assets and on the employer's owestments calculated based on the
funded level of the plan assets at the valuatide,@ad an annual healthcare cost trend rate
of 12% initially, reduced by decrements to an udtienrate of 5% after three years. The
actuarial value of assets was determined usingralatd balanced portfolio expectation for
retirement plan asset returns. The UAAL is beingdired as a level dollar charge on an
open basis. The remaining amortization period gt 2007 was 30 years.

Component Unit — Board of Education

In addition to providing the pension benefits déssat above, the School System provides
post-employment health care and life insurance fiten@PEB) for retired employees,
their spouses and dependents, and surviving spansiedependents. On April 15, 2008 the
Board created thBoard of Education of Washington County (the Trustrder to arrange
for the establishment of a reserve to pay healthvesifare benefits for future retirees. The
Trust is affiliated with the Maryland Associatiori Boards of Education Pooled OPEB
Investment Trust, an agent multiple-employer pubémployee retirement system
established by the Maryland Association of BoarfisEducation (MABE). The Board
reserves the right to establish and amend the gioms of the trust with respect to
participants, any benefit provided thereunderiparticipation therein, in whole or in part
at any time, by resolution of its governing bodyd arpon advance written notice to the
Trustees.

A member may retire after 25 years of service ftbmRetirement System, and as early as
age 55 and 15 years of service from the PensiaermyRetirees can continue the same
medical coverage they had (including family covefags active employees. Retirees
receive a subsidy for their post-retirement medicaurance based on points (Age +
Service). A minimum of 66 points (with 5 years ef\dce) is required to receive a subsidy.
The maximum subsidy of 85% is reached at 85 pdimite that this is a blended subsidy
percentage based on the subsidy for each planhendurrent enroliment distribution).
Retirees with less than 65 points are allowed a;dagt must pay 100% of the published
rates. The State Retirement Agency issues a compsele annual financial report for the
State Retirement and Pension System of Marylandt fi@port may be obtained by writing
to State Retirement and Pension System of Marylaif) East Baltimore Street,
Baltimore, Maryland 21202, or by calling 1-800-48209, or by email at
sra@sra.state.md.us
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18. OTHER POSTRETIREMENT EMPLOYEE BENEFITS (continued)
Component Unit — Board of Education(continued)
Funding Policy

The School System is required to contribute theuahmequired contribution of the

employer (ARC),an amount actuarially determined in accordance théhparameters of

GASB Statement 45. The ARC represents a level nfiihg that, if paid on an ongoing
basis, is projected to cover normal cost each wgear amortize any unfunded actuarial
liabilities (or funding excess) over a period noteixceed thirty years. The current ARC
rate is 7.2% percent of annual covered payroll.

Annual OPEB Cost and Net OPEB Obligation

The School System had an actuarial valuation pedrfor the plan as of December 31,
2007 to determine the funded status of the plaofdbat date as well as the employer’s
annual required contribution (ARC) for the fiscaday ended June 30, 2008. The annual
OPEB cost (expense) of $10,656,000 was equal toARE for the fiscal year, as the
transition liability was set at zero as of July2D07. The School System’s annual OPEB
cost, the percentage of annual OPEB cost contdbtaethe plan, and the net OPEB
obligation for 2008 was as follows:

Percentage of Annual OPEB
Fiscal Year Ended June 30, Annual OPEB Cost Cost Contributed Net OPEB Obligation

2008 $10,656,000 84.56% $1,645,400
Funded Status and Funding Progress

The funded status of the plan as of June 30, 2088 as follows:

Actuarial accrued liability (AAL) $ 125,604,000
Actuarial value of plan assets -
Unfunded actuarial accrued liability (LJAAL) $ 3,804,000
Funded ratio (actuarial value of plan assets/AAL) 0.00%
Covered payroll (active plan members) $ 148,351,6
UAAL as a percentage of covered payroll 84.7%
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18.

19.

OTHER POSTRETIREMENT EMPLOYEE BENEFITS (continued)
Component Unit — Board of Education(continued)

Actuarial valuations of an ongoing plan involveimsttes of the value of reported amounts
and assumptions about the probability of occurreriaents far into the future. Examples
include assumptions about future employment, mytahnd the healthcare cost trend.
Amounts determined regarding the funded statushef glan and the annual required
contributions of the employer are subject to camdlnrevision as actual results are
compared with past expectations and new estimatesnade about the future. The
schedule of funding progress, presented as reqsupglementary information following
the notes to the financial statements, presentsnrEtion that shows whether the actuarial
value of plan assets is increasing or decreasieg ttme relative to the actuarial accrued
liabilities for benefits.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting pases are based on the substantive plan
(the plan as understood by the employer and plambees) and include the types of
benefits provided at the time of each valuation gredmembers to that point. The actuarial
methods and assumptions used include techniquesthalesigned to reduce short-term
volatility in actuarial accrued liabilities and thetuarial value of assets, consistent with the
long-term perspective of the calculations.

In the December 31, 2007, actuarial valuation, éhtry age actuarial cost method was
used. The actuarial assumptions included an 8.€epeinvestment rate of return (net of
administrative expenses) and an annual healthamtetiend rate of 9.5 percent initially,

reduced by 1.0 percent per year to arrive at amate healthcare cost trend rate of 5.0
percent. Both rates include a 4.0 percent inflatemsumption. The plan’s unfunded
actuarial accrued liability is being amortized ds\al percentage of projected payroll on a
closed basis. The remaining amortization periatuat 30, 2008 was thirty years.

CONTINGENCIES AND COMMITMENTS

County

In the normal course of operations, the Countyivesegrant funds from various federal
and state agencies. The grant programs are suigjemtidit by agents of the granting
authority, the purpose of which is to ensure coarge with conditions precedent to the

granting of funds. Any liability for reimbursemewhich may arise as the result of these
audits is not believed to be material.
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19. CONTINGENCIES AND COMMITMENTS (continued)
County (continued)

The County Commissioners and the Sheriff of WagbimgCounty are defendants in
various legal proceedings at June 30, 2008. Therealao certain unasserted claims that
could possibly be asserted. The Commissioners dntendefend all litigations against
them. In the Commissioners’ opinion, the liabilit§, any, in or arising from these
litigations or any other legal proceedings in whibk County is involved, will not have a
material adverse effect on its financial condition.

The County is committed under various contractstifi@ construction or acquisition of
fixed assets. These projects are generally budgetetie Capital Projects Fund, and
funding has been provided for their completion.

In 2003, the County began a project to extend awgnstruct a runway at Hagerstown
Regional Airport. The project is estimated to c&&3,020,989 and expected to be
completed by fiscal year 2009. Grant funding isjgeted to extend through 2014, which
required the County to obtain interim financingctumplete the project. In July 2003, the
Federal Aviation Administration announced its iriien to obligate Federal funds in the
aggregate of $47,000,000 and in 2008 they incretmedmount to $48,500,000. The State
intends to fund $8,000,000, which does not reqailecal match. The County also expects
to receive an additional $2,611,111 from the Stateich the County must match. The
County will also be responsible for the additionaéts for financing. The County entered
into a contract with URS Corporation for architeetu engineering and other consulting
services related to the project. The County sigem@tstruction contracts in prior years for
phases 1, 2, and 3 for a total base price of $46B66. Phases 1, 2 and 3 have been
completed and phase 4 is substantially completéduaé 30, 2008. The construction for
phase 4 was started during fiscal year 2007. Thraligne 30, 2008, the total amount
expended for the project was $58,804,912, of wi$i8Hh,499,998 was federally funded,
$9,847,080 was state funded and $14,457,834 wadlyidtinded. Approximately $10.5
million of the local funding is available for Fedérand state reimbursement which will be
requested in fiscal years 2008 through 2014.
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19. CONTINGENCIES AND COMMITMENTS (continued)
Board of Education

In the normal course of operations, the Schoole®yss subject to lawsuits and claims. In
the opinion of management, the disposition of slastsuits and claims will not have a
material effect on the School System’s financiaipon or results of operations.

As of June 30, 2008 and 2007, the School System dmdred into various school
construction commitments, which are not reflectedhie financial statements since they
will be funded by the State of Maryland or Countyuices, totaling approximately
$11,764,616 and $44,418,399, respectively.

In May 2004, the School System agreed to a three-gentract for testing data analysis
and evaluation services of $400,000 plus traveiscoith Performance Matters, LLC. This
agreement is to facilitate access of WashingtonnGoRublic School System employees to
the Washington County Public School System Scodedsiter the expiration of the initial
term, this agreement shall automatically renew lo@ terms and conditions contained
herein for up to three additional consecutive oearyperiods upon the anniversary date of
the initial term. In December 2004, the agreemeas wmended to expand the scope of
services, resulting in an additional $72,500 oterremaining term of the contract. In May
2007, the agreement was amended to expand the steperices to include Parent Access
Module and to extend the term of the contract thhothe year ended June 30, 2009,
resulting in additional $150,500 over the remairtiergn of the contract.

The School System participates in a number of statkfederally assisted grant programs,
which are subject to financial and compliance audity the grantors or their
representatives. Such federal programs were autiitadcordance with the Federal Office
of Management and Budget’'s Circular No. A-13&idits of States, Local Governments,
and Non-Profit Organizationfor the current year. The amount of expenditures tiay be
disallowed by the granting agencies cannot be oted at this time, although the School
System expects such amounts, if any, to be imnahteri
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20. DESIGNATED AND RESERVED FUND BALANCES
Fund balances reflected in the governmental furadnioce sheet are designated as follows:

Cash Reserves

General fund $ 34,785,196
Program reserves
Dedicated investment — Worker's Compensation 175,50
Foreign trade zone 6,692
Community partnership 469,811
Inmate welfare 444,197
Contraband 4,745
Agricultural education center 214,318
Highway 4,979,853
Capital projects 81,086,875
Other programs 316,069
Total Primary Government $ 122,484,256

The County calculates the level of working capiad liquidity that is necessary to
maintain, which is referred to above as cash reserv

Fund balance as indicated has been reserved &xtréile payments that the General Fund
will receive subsequent to the fiscal year endinge] 30, 2008. Such payments are
considered to be available for appropriation oresditure when they will be received
during the next fiscal year.

21. RETIREMENT PLAN - FIRE AND RESCUE VOLUNTEERS

On September 26, 2000, the Board of County Comonsss approved the Volunteer
Length of Service Award Program (LOSAP), a definkeenefit plan for eligible
volunteers of Washington County fire, rescue, emecy medical services or support
organizations. LOSAP, which will be funded entirddy the County General Fund,
provides benefit payments to volunteers who havepteted certain eligibility and years
of service. An active volunteer who has attained 63 and has been credited with a
minimum of 25 years of Active LOSAP Service is dilg to receive, until his or her
death, a monthly benefit payment of $200, or magtehn actuarially reduced benefit in
the form of a joint survivor annuity.

82



COUNTY COMMISSIONERS OF WASHINGTON COUNTY

Notes to the Financial Statements
June 30, 2008

21. RETIREMENT PLAN - FIRE AND RESCUE VOLUNTEERS (continued)

An Active Volunteer, who has completed more thary2ars of Active LOSAP Service
Credit, is eligible to receive, until his or hertel@f death, an additional monthly benefit
payment of $15 for each year of Active LOSAP Sexv@redit in excess of 25 years, not
to exceed a total monthly benefit payment of $36@ LOSAP benefits were paid before
January 1, 2008. Generally, a volunteer must beAetive Volunteer on or after
January 1, 2007 to be eligible for any benefit und®@SAP. LOSAP also provides for
death and disability benefits.

At July 1, 2007, the date of the latest actuarialuation, there were 1,650 active
volunteers and 100 retired volunteers participatmgOSAP. The County funds LOSAP
in annual amounts determined by an actuary.

As of July 1, 2007 the LOSAP Unfunded Accrued Llig¢(UAL) is as follows:

Accrued Liability $ 5,581,427
Less: assets at market value (4,401,471)
Unfunded Liability $ 1,179,956

The minimum recommended contribution for the yeagibning July 1, 2007 is as

follows:
Normal costs $ 249,359
Amortization of UAL (over 15 years) 125,992
Interest on UAL 29,090
$ 404,441

22. Restatement of 2007

The County has restated the accompanying stateofierdt assets (government wide and
proprietary) as of June 30, 2007 to report fixesets contributed by developers which had
not been previously recorded. This restatementitesbin a $92.3 million increase to net
assets for governmental activities and a $21.3onilincrease to net assets for proprietary
activities as of June 30, 2007.
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COUNTY COMMISSIONERS OF WASHINGTON COUNTY

Schedule of Funding Progress
June 30, 2008

Employee’s Retirement Plan
Schedule of Funding Progress

Actuarial UAAL as a
Accrued Percentage of
Actuarial Actuarial Liability Unfunded Funded Covered
Valuation Value of (AAL)- Entry | AAL (UAAL) Ratio Covered Payroll
Date Assets (a) Age (b) (b-a) (a/b) Payroll (c) [(b-a)/c]
07/01/05 | $38,213,214 $56,840,573 $18,627,359 67.2%  $24,298,878 76.79
07/01/06 44,483,558 57,142,011 12,758,453 77.8 685190 49.1
07/01/07 49,875,724 60,333,283 10,457,559 82,7 929129 35.7
Volunteer Length of Service Award Program
Actuarial UAAL as a
Accrued Percentage
Actuarial Actuarial Liability Unfunded Funded of Covered
Valuation Value of | (AAL)- Entry | AAL (UAAL) Ratio Covered Payroll
Date Assets (a) Age (b) (b-a) (a/b) Payroll (c) [(b-a)/c]
07/01/05 | $2,423,128 $4,107,411 $1,684,283 59.0 N/A N/A
07/01/06 A A A A A A
07/01/07 4,401,471 2,853,120 (1,548,351) 154.2 N/A N/A
Other Post Employment Benefit (OPEB) Trust
Actuarial UAAL as a
Accrued Percentage
Actuarial Actuarial Liability Unfunded Funded of Covered
Valuation Value of | (AAL)- Entry | AAL (UAAL) Ratio Covered Payroll
Date Assets (a) Age (b) (b-a) (a/b) Payroll (c) [(b-a)/c]
07/01/07 - $14,950,000 $14,950,000 0.0%  $29,299/129 51.0%

A- Information for July 1, 2006 is not available.
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Non-Major Governmental Funds

The Foreign Trade Zone Fund is a special revenue fised to account for all transactions of the
Foreign Trade Zone Commission. The Foreign TradeeZoommission was established to allow
a reduction or elimination of import taxes for Coubusinesses within the 1,866 acres of the
zone.

The Community Partnership Fund is a special revdond used to account for all activities
conducted by this department of the County. The @amity Partnership’s core function is to
coordinate services and identify needs of the olildyouth and families of Washington County.

The Inmate Welfare Fund is a special revenue flugstl o account for commissary activities at
the Washington County Detention Center and otheate related revenue and expenses.

The Contraband Fund is a special revenue fund fagetthe deposit and temporary holding of
seized U.S. Currency related to Narcotics Investga. These monies are held in escrow
pending civil or criminal court proceedings or attanment. Released funds are used for law
enforcement related expenses within Washington §oah the discretion of the Board of
Directors for the Washington County Narcotics Taskce.

The Agricultural Education Center Fund is a specelenue fund used to account for all

transactions of the Agricultural Education CenfBine purpose of this Center is to promote

agricultural pursuits in Washington County anddaaate the general public and members of the
agricultural community in all areas regarding agjtiere in the County.

The Highway Fund is a special revenue fund usexttount for activities that relate to the daily
maintenance of roads, streets, drainage ditchasn stater management ponds and bridges.

Non-Major Proprietary Funds
The Public Transit Fund accounts for the activibéthe public bus transportation system.

The Golf Course Fund accounts for activities at Bfeck Rock Golf Course including an 18
hole golf course, a full service pro shop, and lblipuestaurant.
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Foreign Community Inmate Agricultural Total
Highway Trade Partnership Welfare Contraband Educdion Non- Major
Fund Zone Fund Fund Fund Center Funds
ASSETS
Cash $ 3,326,159 $ 6,692 $ 1,389,428 $ 470,777 $ 68,853 $ 221,624 $ 5,483,533
Accounts receivable 60,232 - - - - - 60,232
Unbilled receivables 26,190 - - - - - 26,190
Due from other governmental agencies 1,397,312 - 378,350 - - - 1,775,662
Inventories 687,680 - - - - - 687,680
Recoverable disbursements 3,675 - - - - - 3,675
TOTAL ASSETS $ 5,501,248 $ 6,692 $ 1,767,778 $ 470,777 $ 68,853 $ 221,624 $ 8,036,972
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable $ 302,662 $ - $ 836,924 $ 26,052 $ 5,743 $ 5,543 $ 1,176,924
Accrued expenses 213,480 - 19,389 528 - 1,763 235,160
Accrued interest 5,253 - - - - - 5,253
Other liabilities - - - - 58,365 - 58,365
Deferred revenue - - 441,654 - - - 441,654
TOTAL LIABILITIES 521,395 - 1,297,967 26,580 64,108 7,306 1,917,356
FUND BALANCES:
Unreserved
Designated 4,979,853 6,692 469,811 444,197 4,745 214,318 6,119,616
TOTAL FUND BALANCES 4,979,853 6,692 469,811 444,197 4,745 214,318 6,119,616
TOTAL LIABILITIES AND FUND
BALANCES $ 5,501,248 $ 6,692 $ 1,767,778 $ 470,777 $ 68,853 $ 221,624 $ 8,036,972
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REVENUE
Charges for services
Revenue from uses of property
Reimbursed expenses
Miscellaneous revenue
Shared taxes and grants
TOTAL REVENUE

EXPENDITURES

Current:
Public safety
Parks, recreation and culture
General operations
Community promotion
Highways and streets

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUE OVER
EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
TOTAL OTHER FINANCING SOURCES
(USES)

NET CHANGES IN FUND BALANCES
FUND BALANCES, BEGINNING OF YEAR
FUND BALANCES, END OF YEAR

Community Agricultural Total
Foreign Partnership Inmate Contraband Education Non-Major
Highway Fund Trade Zone Fund Welfare Fund Fund Center Funds

$ -8 - $ - $ 345,440 $ - $ - 345,440
- - - - - 30,401 30,401

360,310 - - - - - 360,310
106,410 - - 153,904 18,104 - 278,418
8,718,676 - 2,232,779 - - - 10,951,455
9,185,396 - 2,232,779 499,344 18,104 30,401 11,966,024

- - - - 84,494 - 84,494

- - - - - 181,401 181,401

- - - 422,574 - 422,574

- - 2,490,671 - - - 2,490,671

8,189,776 - - - - - 8,189,776
8,189,776 - 2,490,671 422,574 84,494 181,401 11,368,916

995,620 - (257,892) 76,770 (66,390) (151,000) 597,108

- - 257,893 - - 168,590 426,483

(170,332) - (66,615) - - - (236,947)
(170,332) - 191,278 - - 168,590 189,536
825,2¢ - (66,614) 76,770 (66,390) 17,590 786,644

4,154 ,5€ 6,692 536,425 367,427 71,135 196,728 5,332,972
$ 4,979,853 $ 6,692 $ 469,811 $ 444,197 $ 4,745 $ 214,318 6,119,616
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Combining Statement of Net Assets — Non-Major Propetary Funds

As of June 30, 2008

ASSETS
Current Assets
Cash and short-term investments
Accounts receivable
Unbilled receivables
Due from other governmental agencies
Inventories

Total current assets

Noncurrent Assets:
Property plant and equipment
Accumulated depreciation
Total noncurrent assets
TOTAL ASSETS

LIABILITIES
Current Liabilities

Accounts payable

Accrued expenses

Due to other funds

Deferred revenue
Compensated absences

Total current liabilities

Non Current Liabilities
Compensated absences
TOTAL LIABILITIES

NET ASSETS

Invested in capital assets, net of related debt

Unrestricted
TOTAL NET ASSETS
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Public Golf Total
Transit Course Non-Major
Fund Fund Funds
$ 200 $ 800 $ 1,000
15,327 810 16,137
676 - 676
974,980 - 974,980
97,013 76,332 173,345
1,088,196 77,942 1,166,138
4,431,130 4,572,459 9,003,589
(3,430,721) (2,072,789) (5,503,510)
1,000,409 2,499,670 3,500,079
2,088,605 2,577,612 4,666,217
82,442 13,251 95,693
65,693 57,179 122,872
156,139 219,014 375,153
- 3,150 3,150
41,020 24,605 65,625
345,294 317,199 662,493
22,454 23,579 46,033
367,748 340,778 708,526
,00a409 2,499,670 3,500,079
720,448 (262,836) 457,612
1,720,857 $ 2,236,834 $ 3,957,691




COUNTY COMMISSIONERS OF WASHINGTON COUNTY

Combining Statement of Revenue, Expenses and Charsge Fund Net Assets — Non-Major

Proprietary Funds
For Year Ended June 30, 2008

OPERATING REVENUE
Charges for services
Miscellaneous
TOTAL OPERATING REVENUE

OPERATING EXPENSES
Salaries and wages
Fringe benefits
Utilities
Insurance
Repairs and maintenance
Supplies
Cost of goods sold
Contracted services
Rentals and leases
Other operating
Uncollectible accounts
Controllable assets
Depreciation

TOTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)

OTHER INCOME (EXPENSE)
Gain (loss) on disposal of assets
TOTAL OTHER INCOME (EXPENSE)

INCOME (LOSS) BEFORE OPERATING TRANSFERS AND
GRANTS

Operating transfers
Grants for operations

NET INCOME (LOSS) BEFORE CAPITAL TRANSFERS AND
GRANTS

Capital transfers
Grants for capital projects

NET INCOME (LOSS)
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR
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Public Golf Total
Transit Course Non-Major
Fund Fund Funds
$ 361,654 $ 1,131,689 $ 1,493,343
680 2,588 3,268
362,334 1,134,277 1,496,611
1,148,598 482,792 1,631,390
330,494 153,794 484,288
29,779 61,607 91,386
62,252 17,634 79,886
92,785 65,462 158,247
43,199 2,582 45,781
- 167,116 167,116
135,964 3,531 139,495
130,997 54,067 185,064
318,910 205,990 524,900
55 - 55
2,859 4,835 7,694
152,617 148,425 301,042
2,448,509 1,367,835 3,816,344
(2,086,175) (233,558) (2,319,733)
1,200 (3,244) (2,044)
1,200 (3,244) (2,044)
(2,084,975) (236,802) (2,321,777)
490,710 117,760 608,470
1,532,491 - 1,532,491
(61,774) (119,042) (180,816)
74,500 (282,235) (207,735)
98,980 - 98,980
111,706 (401,277) (289,571)
1,609,151 2,638,111 4,247,262
$ 1,720,857 $ 2,236,834 $ 3,957,691




COUNTY COMMISSIONERS OF WASHINGTON COUNTY

Combining Statement of Cash Flows — Non-Major Propetary Funds
For Year Ended June 30, 2008

Public Transit Golf Course Total Non-Major
Fund Fund Funds

Cash Flows from Operating Activities

Receipts from customers $ 195,138 $ 1,133,134 $ 1,328,272

Payments to suppliers (801,447) (568,375) (1,36282

Payments to employees (1,459,224) (627,569) (2,086)793
Net Cash from Operating Activities (2,065,533) (62,810) (2,128 343
Cash Flows from Noncapital Financing Activities

Operating contributions 2,023,201 117,760 2,140,961

Decrease in due to/from other funds (40584 (54,863) (95,447)
Net Cash from Noncapital Financing Activities 1,982,617 62,897 2,045,514
Cash Flows from Capital and Related Financing Actiities

Acquisition and construction of capital assets (91,564) - (91,564)

Contribution for capital acquisitions 17804 (282,235) (108,755)

Loss on disposal 1,200 - 1,200
Net Cash from Capital and Related Financing Activites 83,116 (282,235) (199,119)
Cash Flows from Investing Activities

Sale of investments - 282,148 282,148
Net change in cash 200 - 200
Cash, beginning of year - 800 800
Cash, End of Year $ 200 $ 800 $ 1,000
Reconciliation of Operating Loss to Net Cash from @erating
Activities

Operating loss $ (2,086,175) $ (233,558) $ (2,338)7

Adjustments to r_econcile operating loss to net ¢ash

operating activities

Depreciation 152,617 148,425 301,042

Changes in assets and liabilities:

Accounts receivable (8,827) 3,307 (5,520)

Unbilled receivables 22 - 22

Due/to from other government entities (1983 - (158,391)

Inventories (24,113) 15,969 (8,144)

Accounts payable 39,466 (1,520) 37,946

Accrued expenses 13,496 4,735 18,231

Deferred revenue - (4,450) (4,450)

Compensated absences 6,372 4,282 10,654
Net Cash from Operating Activities $ (2,065,533) $ (62,810) $ (2,1283
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COUNTY COMMISSIONERS OF WASHINGTON COUNTY

Schedule of Revenue, Expenditures, and Changes inrid Balance- Budget and Actual

General Fund
For Year Ended June 30, 2008

Budgeted Amounts

Variance with

Actual Final Budget -
Original Final Amounts Positive (Negative)
REVENUE
Property Tax
Real property tax 98,033,910 $ 98,033,910 $ 98,040,944 7,034
Personal property tax 12,586,070 12,586,070 14,473,938 1,887,868
Property tax interest income 375,000 375,000 481,485 106,485
Other property tax 884,230 884,230 711,270 (172,960)
Property tax discounts and credits (2,916,000) (2,916,000) (1,252,299) 1,663,701
Total Property Taxes 108,963,210 108,963,210 112,455,338 3,492,128
Other Local Taxes
Income tax 64,800,000 64,800,000 66,257,074 1,457,074
Admissions and amusement tax 400,000 400,000 441,705 41,705
Recordation tax 9,000,000 9,000,000 7,151,876 (1,848,124)
Trailer tax 400,000 400,000 410,685 10,685
Hotel/Motel tax 775,000 775,000 805,107 30,107
Total Other Local Taxes 75,375,000 75,375,000 75,066,447 (308,553)
Other Revenue
Licenses and permits 2,285,240 2,285,240 2,037,087 (248,153)
Court costs and fines 233,500 233,500 200,374 (33,126)
Charges for services 762,200 762,200 720,672 (41,528)
Revenue from use of property 3,846,880 3,846,880 7,950,234 4,103,354
Reimbursed expenses 786,270 786,270 1,034,469 248,199
Miscellaneous revenue 898,170 1,027,435 371,759 (655,676)
Grant and shared revenue 2,768,780 5,040,353 4,542,025 (498,328)
Total Other Revenue 11,581,040 13,981,878 16,856,620 2,874,742
TOTAL REVENUE 195,919,250 198,320,088 204,378,405 6,058,317
EXPENDITURES
General Government
Legislative
County commissioners 215,420 215,420 210,822 4,598
County clerk 96,920 96,920 93,731 3,189
County administrator 442,040 457,355 456,488 867
Public information 79,080 79,080 71,537 7,543
Purchasing 383,520 383,520 378,736 4,784
Total Legislative 1,216,980 1,232,295 1,211,314 20,981
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COUNTY COMMISSIONERS OF WASHINGTON COUNTY

Schedule of Revenue, Expenditures, and Changes inrid Balance- Budget and Actual

General Fund

For Year Ended June 30, 2008

Judicial
Circuit court
Orphan's court
State's attorney
Sheriff judicial
Sheriff process servers
Total Judicial

Election Board

Financial Administration
Budget and finance
Independent auditing
Treasurer
Information technologies
Total Financial Administration

County Attorney
Human Resources

Planning and Zoning
Planning and community development
Board of zoning
Grants
Total Planning and Zoning
Public Works
Engineering
Department of public works
Total Public Works

County Owned Buildings
Martin Luther King Center
Administrative building
Administrative building Il
Court house
County office building
Administration annex
Central services
Library maintenance
Dwyer center

Total County Owned Buildings

Gaming Office

Budgeted Amounts

Variance with

Actual Final Budget -
Original Final Amounts Positive (Negative)
1,467,230 1,467,230 1,349,815 117,415
31,410 31,410 27,607 3,803
2,198,810 2,186,245 2,217,394 (31,149)
2,068,670 1,839,830 1,774,566 65,264
120,460 120,460 100,847 19,613
5,886,580 5,645,175 5,470,229 174,946
863,060 863,060 822,677 40,383
1,049,390 1,049,390 1,028,705 20,685
58,500 58,500 61,698 (3,198)
395,620 395,620 395,949 (329)
1,596,210 1,596,210 1,576,113 20,097
3,099,720 3,099,720 3,062,465 37,255
626,560 626,560 583,526 43,034
638,300 643,300 599,980 43,320
1,185,960 1,185,960 1,107,673 78,287
47,140 47,140 54,128 (6,988)
- 525,400 350,552 174,848
1,233,100 1,758,500 1,512,353 246,147
1,885,340 1,885,340 1,779,829 105,511
258,190 301,690 288,620 13,070
2,143,530 2,187,030 2,068,449 118,581
83,300 83,300 88,406 (5,106)
269,820 287,070 265,858 21,212
- - 4,472,048 (4,472,048)
517,590 517,590 537,480 (19,890)
221,300 221,300 227,637 (6,337)
72,500 72,500 56,432 16,068
221,660 221,660 232,340 (10,680)
15,500 15,500 9,099 6,401
26,500 26,500 33,119 (6,619)
1,428,170 1,445,420 5,922,419 (4,476,999)
186,000 186,000 161,431 24,569
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General Fund
For Year Ended June 30, 2008

Contributions to non-profits
Economic Development Commission
Total Community Promotion

Total General Government
Public Safety

Sheriff Departments
Patrol
Sheriff Auxiliary Department
Narcotics Task Force
Grants
Total Sheriff Department

Fire and Rescue Services
Volunteer Fire and Rescue - County Grants
Air Unit
Special operations
Fire and rescue operations
Total Fire and Rescue Services
Corrections
Detention center
Detention center annex
Total Corrections

Other Public Safety
Building inspection
911 - communications
Communications maintenance
Emergency management
Medical examiner
Civil air patrol
Animal control

Children's village
Grants
Total Other Public Safety

Total Public Safety

Health

Social Services
Total Contributions to Other Agencies
Grants
Total Social Services
Education

Budgeted Amounts

Variance with

Actual Final Budget -
Original Final Amounts Positive (Negative)
200,290 188,590 170,220 18,370
629,970 629,970 610,634 19,336
830,260 818,560 780,854 37,706
18,152,260 18,505,620 22,195,697 (3,690,077)
7,631,690 7,661,399 7,334,855 326,544
- - 42,651 (42,651)
477,590 500,987 508,558 (7,571)
- 277,396 306,067 (28,671)
8,109,280 8,439,782 8,192,131 247,651
3,068,510 3,013,260 2,712,982 300,278
20,420 20,420 22,140 (1,720)
224,830 225,920 247,685 (21,765)
1,759,880 1,759,880 645,035 1,114,845
5,073,640 5,019,480 3,627,842 1,391,638
9,744,350 9,744,350 9,846,653 (102,303)
- 38,000 22,080 15,920
9,744,350 9,782,350 9,868,733 (86,383)
2,016,110 2,016,110 1,889,310 126,800
1,701,670 1,701,670 1,542,246 159,424
325,760 344,646 349,284 (4,638)
170,280 166,570 117,078 49,492
10,000 10,000 15,660 (5,660)
3,600 3,600 3,600 -
1,121,860 1,124,204 1,124,204 -
25,000 25,000 25,000 -
- 595,925 138,283 457,642
5,374,280 5,987,725 5,204,665 783,060
28,301,550 29,229,337 26,893,371 2,335,966
2,408,160 2,381,770 2,381,770 -
1,366,590 1,392,980 1,390,986 1,994
- 917,472 791,322 126,150
1,366,590 2,310,452 2,182,308 128,144
96,558,230 96,558,230 96,558,230 -
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COUNTY COMMISSIONERS OF WASHINGTON COUNTY

Schedule of Revenue, Expenditures, and Changes inrid Balance- Budget and Actual

General Fund
For Year Ended June 30, 2008

Parks, Recreation, and Cultural
Contributions to other agencies
Parks Department
Martin L. Snook Park Pool
Recreation

Total Parks, Recreation, and Culture

Conservation of Natural Resources
Weed Control
Agricultural Extension Service
Cooperative Extension
Agricultural Marketing
Soil Conservation Service
Gypsy Moth Program
Total Conservation of Natural Resources

General Operations

Unallocated Employee Insurance and Benefits

Intergovernmental
Water and Sewer operating transfer
Public Transportation operating transfer
Airport operating transfer
Golf Course operating transfer
Capital Projects operating transfer
Solid Waste operating transfer
Community Partnership operating transfer
Agricultural Education Center operating transfer
Grants to incorporated municipalities
Municipality in lieu of bank shares

Total Intergovernmental

Debt Service

TOTAL EXPENDITURES

EXCESS OF REVENUE OVER EXPENDITURES
OTHER FINANCING SOURCES (USES)
Transfer in

NET CHANGES IN FUND BALANCE

FUND BALANCE, BEGINNING OF YEAR
FUND BALANCE, END OF YEAR

Budgeted Amounts Variance with
Actual Final Budget -
Original Final Amounts Positive (Negative)
2,702,690 2,702,690 2,745,719 (43,029)
1,707,200 1,729,473 1,595,250 134,223
116,570 116,570 98,876 17,694
533,620 533,620 540,198 (6,578)
5,060,080 5,082,353 4,980,043 102,310
134,820 134,820 152,090 (17,270)
210,990 210,990 165,990 45,000
132,170 38,730 38,730 -
- 93,440 24,543 68,897
52,940 52,940 52,940 -
26,000 118,370 109,277 9,093
556,920 649,290 543,570 105,720
1,341,500 1,191,786 730,861 460,925
2,575,970 2,575,970 2,292,129 283,841
3,120,000 3,120,000 3,120,000 -
490,710 490,710 490,710 -
99,990 99,990 99,990 -
- - 117,760 (117,760)
20,049,880 20,330,670 27,830,670 (7,500,000)
683,390 683,390 683,390 -
278,220 278,220 257,893 20,327
8,580 168,590 168,590 -
1,990,000 1,990,000 1,821,506 168,494
38,550 38,550 38,543 7
26,919,330 27,200,120 34,629,052 (7,428,932)
12,678,660 12,635,160 10,128,968 2,506,192
195,919,250 198,320,088 203,515,999 (5,195,911)
- - 862,406 862,406
- - 66,615 66,615
- - 929,021 929,021
35,564,186
_$ 36493207
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COUNTY COMMISSIONERS OF WASHINGTON COUNTY

Schedule of Revenue, Expenditures, and Changes inrkd Balance- Budget and Actual

Highway Fund
For Year Ended June 30, 2008

REVENUE
Highway user revenue

Reimbursed expenses

Other revenue
TOTAL REVENUE

EXPENDITURES
General Operations
Road Maintenance
Snow Removal
Storm Damage
Traffic Control
Fleet Management

Various Road Projects
TOTAL EXPENDITURES

EXCESS OF REVENUE OVER
EXPENDITURES

OTHER FINANCING USES
Transfers out

NET CHANGES IN FUND BALANCE
FUND BALANCE, BEGINNING OF YEAR

FUND BALANCE, END OF YEAR

Budgeted Amounts

Variance with
Final Budget -

97

Original Final Actual Amounts Positive (Negative)
$ 9,300,000 $ 9,300,000 $ 8,718,676 $ 581,324
299,860 299,860 360,310 (60,450)
16,100 37,748 106,410 (68,662)
9,615,960 9,637,608 9,185,396 452,212
1,624,550 1,624,550 650,739 973,811
4,258,710 4,258,710 4,160,889 97,821
747,840 747,840 561,340 186,500
108,040 108,040 45,016 63,024
541,420 541,420 618,530 (77,110)
1,885,000 1,906,648 2,016,355 (109,707)
280,000 280,000 136,908 143,092
9,445,560 9,467,208 8,189,777 1,277,431
170,400 170,400 995,619 (825,219)
(170,400) (170,400) (170,332) (68)
- $ - 825,287 $ (825,287)
4,154,565
$ 4,979,852



COUNTY COMMISSIONERS OF WASHINGTON COUNTY
Schedule of Revenue, Expenditures, and Changes inrkd Balance- Budget and Actual

Community Partnership Fund
For Year Ended June 30, 2008

Variance with

Budgeted Amounts Final Budget -
Positive
Original Final Actual Amounts (Negative)
REVENUE
Grant Revenue $ - $ 2,727,970 $ 2,232,779 $ 495,191
TOTAL REVENUE - 2,727,970 2,232,779 495,191
EXPENDITURES
General Operations 278,220 158,920 141,032 17,888
Teen Pregnancy Prevention - 119,300 116,861 2,439
Office of Children, Youth and Families - 1,355,409 1,091,314 264,095
Department of Human Resources - 277,993 277,993 -
Disadvantaged Disabilities Administration - 61,683 61,683 -
Bridge Program - 63,563 - 63,563
Department of Earned Reinvestment - 850,022 801,788 48,234
TOTAL EXPENDITURES 278,220 2,886,890 2,490,671 396,219
EXCESS OF REVENUE OVER
EXPENDITURES (278,220) (158,920) (257,892) 98,972
OTHER FINANCING SOURCES (USES)
Transfers in 278,220 158,920 257,893 (98,973)
Transfers out - - (66,615) 66,615
278,220 158,920 191,278 (32,358)
NET CHANGES IN FUND BALANCE $ - $ - (66,614) $ 66,614
FUND BALANCES , BEGINNING OF
YEAR 536,425
FUND BALANCES , END OF YEAR $ 469,811
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APPENDIX B

PROPOSED
FORM OF OPINION OF BOND COUNSEL

[Date of Issuance]

County Commissioners of Washington County
Hagerstown, Maryland

Dear County Commissioners:

We have acted as Bond Counsel to County Commissioners of Washington County (the “Issuer”) in
connection with the issuance of its $22,130,000 Washington County, Maryland Public Improvement and Refunding
Bonds of 2009 (the “Bonds”), dated May 15, 2009. All capitalized terms not defined herein shall have the meaning set
forth in the Bonds.

We have examined the law and such certified proceedings and other materials as we deem necessary to render
the opinions set forth below.

As to questions of fact material to our opinion, without undertaking to verify the same by independent
investigation, we have relied upon the certified proceedings of the Issuer and certifications by public officials.

We do not express any opinion herein regarding any law other than the law of the State of Maryland (the
“State”) and the federal law of the United States of America.

With respect to the executed and authenticated Bond of the issue of Bonds that we have examined, and Bonds
similarly executed and authenticated and identical thereto in form, except for numbers, interest rates, denominations
and maturities, we are of the opinion that, under existing Maryland and federal law as of this date hereof:

@) The Bonds are valid and legally binding general obligations of the Issuer to which its full
faith and credit and taxing power are pledged, and for the payment of which the Issuer is empowered and
directed to levy ad valorem taxes unlimited as to rate and amount upon all legally assessable property subject
to assessment for unlimited taxation in Washington County.

(b) To provide for the payment of the principal of and interest on the Bonds, the Issuer, by the
adoption of the Resolution, has covenanted to levy ad valorem taxes in rate and amount sufficient for that
purpose in each fiscal year in which provision must be made for the payment of such principal and interest.

(©) By the terms of the Act, the Bonds, their transfer, the interest payable thereon, and any
income derived therefrom, including any profit made in the sale thereof, shall be at all times exempt from
State, county, municipal or other taxation of every kind and nature whatsoever in the State, but no opinion is
expressed as to estate or inheritance taxes, or to any other taxes not levied or assessed directly on the Bonds or
the interest thereon.

(d) Under existing statutes, regulations and decisions, and assuming the accuracy of
certifications of the County, interest on the Bonds is excludable from gross income for federal income tax
purposes. Interest on the Bonds is not a tax preference item directly subject to the alternative minimum tax
imposed on individuals, corporations and other taxpayers pursuant to the Internal Revenue Code of 1986,
as amended (the “Code™); however, interest on the Bonds held by certain corporations may be indirectly
subject to federal alternative minimum tax because of its inclusion in the “adjusted current earnings” of a
corporate holder. Interest on the Bonds held by foreign corporations engaged in a trade or business in the
United States may be subject to the branch profits tax imposed by the Code.
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The opinions set forth in this paragraph are subject to the condition that the County complies with all
requirements that must be satisfied subsequent to the issuance of the Bonds so that interest on the Bonds continues
to be excluded from gross income for federal income tax purposes. The County has covenanted and agreed to
comply with each such requirement. Failure to comply with certain requirements may cause interest on the Bonds to
be included in gross income for federal income tax purposes retroactive to the date of issuance of the Bonds. We
assume no responsibility for, and will not monitor, compliance by the County with the covenants and agreements
contained in its tax certificate. In the event of noncompliance with such covenants and agreements, available
enforcement remedies may be limited by applicable provisions of law and, therefore, may not be adequate to prevent
the interest on the Bonds from becoming includable in gross income for federal income tax purposes.

(e The Bonds are “qualified tax-exempt obligations” within the meaning of Section
265(b)(3) of the Code. In the Resolution the County has designated the Bonds as “qualified tax-exempt
obligations” and has represented that it, its subordinate entities and on-behalf of issuers do not reasonably
anticipate and will not designate more than $30,000,000 of “qualified tax-exempt obligations” during
calendar year 2009. In rendering our opinion expressed in this paragraph that the Bonds are qualified tax-
exempt obligations, we have relied upon such designation and representation of the County set forth in the
Resolution and on similar representations and certifications set forth in the County’s tax certificate.

Other than as set forth in the preceding paragraphs (c), (d) and (e), we express no opinion regarding the
federal or State income tax consequences arising with respect to the Bonds.

We express no opinion regarding to accuracy, adequacy, or completeness of the official statement relating to
the Bonds.

It is to be understood that the rights of the owners of the Bonds and the enforceability of the Bonds and the
Resolution may be limited by bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting
creditors' rights generally and by equitable principles, whether considered at law or in equity.

This opinion is given as of the date hereof, and we assume no obligation to revise or supplement this opinion
to reflect any facts or circumstances that may hereafter come to our attention, or any changes in law that may hereafter
occur.

Very truly yours,
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APPENDIX C

NOTICE OF SALE

WASHINGTON COUNTY, MARYLAND
$22,400,000* PUBLIC IMPROVEMENT AND REFUNDING BONDS OF 2009
(Full Faith and Credit Obligations of the
County Commissioners of Washington County)
Dated May 15, 2009
DTC Book-Entry

Electronic proposals will be received via Parity® on behalf of the Board of County Commissioners of
Washington County (the “Board”) by the Director of the Office of Budget and Finance of Washington County,
Maryland, at the County Commissioners’ Meeting Room (Room 227), 100 West Washington Street, Hagerstown,
Maryland 21740 until 11:00 a.m. Prevailing Eastern Time on Tuesday, May 19, 2009 (the “Bid Date”, unless
postponed as described in this Notice of Sale) for the purchase of the above-referenced bonds (the “Bonds”) of the
County Commissioners of Washington County (the “County™), all dated May 15, 2009, all bearing interest payable on
January 1, 2010 (7 1/2 months), and semiannually thereafter on July 1 and January 1 until maturity or earlier
redemption, all issued under the provisions of Chapter 87 of the Laws of Maryland of 1995 (“Chapter 87”), Chapter
205 of the Laws of Maryland of 2004 (“Chapter 205™), Chapter 392 of the Laws of Maryland of 2007 (“Chapter 392"),
Title 6 of the Code of Public Local Laws of Washington County (2007), as amended (the “Water and Sewer Act”) and
Section 24 of Article 31 of the Annotated Code of Maryland, as amended (the “Refunding Act”), and in accordance
with a Resolution adopted on April 28, 2009.

The Bonds will be subject to principal amortization either through serial maturities or mandatory sinking
fund redemptions or a combination thereof (see “Serial and/or Term Bonds” below) on January 1 in the years and
principal amounts set forth below (the “Preliminary Amounts™), subject to the provisions of “Adjustments to
Principal Amounts” herein:

Public Improvement and Refunding Bonds of 2009

Maturing Principal Maturing Principal

January 1* Amount* January 1* Amount*
2010 $ 1,455,000 2020 $ 800,000
2011 1,205,000 2021 830,000
2012 1,225,000 2022 865,000
2013 1,255,000 2023 900,000
2014 1,290,000 2024 935,000
2015 1,350,000 2025 975,000
2016 1,380,000 2026 1,010,000
2017 1,410,000 2027 1,055,000
2018 1,445,000 2028 1,100,000
2019 770,000 2029 1,145,000

*Preliminary; subject to change
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Manufacturers and Traders Trust Company, Baltimore, Maryland and Buffalo, New York, will act as the Bond
Registrar and Paying Agent for the Bonds.

Purpose of Issue

The Bonds are to be issued to provide a portion of the financing for miscellaneous environmental projects,
infrastructure projects, public safety projects and public facilities projects and, subject to “Adjustments to Principal
Amount” below, to refund all or a portion of the outstanding maturities of the Tax-Exempt Public Improvement Bonds
of 1999, dated June 1, 1999 (the “1999 Bonds”).

Serial Bonds and/or Term Bonds

Bidders may designate in their proposal two or more consecutive principal amounts shown in the amortization
schedule above as a term bond, which matures on the maturity date of the last included principal amount of the
sequence. More than one such sequence of principal amounts may be designated as term bonds. Any term bond so
designated shall be subject to mandatory redemption in each year on the principal payment date and in the entire
amount of each serial maturity designated for inclusion in such term bond.

Adjustments to Principal Amounts

Pre-sale, the County reserves the right to change the maturity schedule for the Bonds from time to time up
until 9:30 a.m., Prevailing Eastern Time, by changing the aggregate principal amount of the Bonds and/or the principal
amount of one or more of the maturities of the Bonds, including (without limitation) because the County has
determined that sufficient cost savings will not be achieved by refunding any of the 1999 Bonds (in which event the
Bonds will be re-designated as the “Washington County, Maryland Public Improvement Bonds of 2009™). Should a
revision to the aggregate principal amount of the Bonds and the revised principal amount of each maturity (collectively,
the “Revised Amounts™) occur, such revision will be published on TM3 (www.tm3.com) not later than 9:30 a.m.,
Prevailing Eastern Time, on the date of sale. In the event that no revisions are made or that such revisions are not
published on TM3 before 9:30 a.m., Prevailing Eastern Time, on the date of sale, the Preliminary Amounts will
constitute the Revised Amounts. Bidders shall submit bids based on the Revised Amounts and the Revised Amounts
will be used to compare bids and select a winning bidder.

After selecting the winning proposal, the maturity schedule of the Bonds may be adjusted as necessary in the
determination of the County’s financial advisor in increments of $5,000 in order to best achieve the County’s goal of
maximizing debt service savings with respect to any refunding of the 1999 Bonds. Such adjustments will not change
the aggregate principal amount of the Bonds by more than 10%. The dollar amount bid for the principal of the Bonds
by the successful bidder will be adjusted proportionately to reflect any reduction or increase in the aggregate principal
amount of the Bonds, but the coupon rates specified by the successful bidder for all maturities will not change. Any
such maturity schedule adjustments will be communicated to the successful bidder within six hours of the opening of
the bids. The successful bidder may not withdraw its bid or change the interest rates bid or initial reoffering prices as a
result of any changes made to the principal amount of the Bonds within these limits.

Bid Specifications

Each proposal must be submitted electronically as described below. No bid of less than 100% of the aggregate
principal amount of the Bonds plus accrued interest from May 15, 2009, to the date of delivery of the Bonds, no oral or
written bid and no bid for less than all of the Bonds described in this Notice of Sale will be considered by the Board.

The right is reserved to waive any irregularity or informality in any proposal and to reject any or all proposals.
The judgment of the Director of the Office of Budget and Finance shall be final and binding upon all bidders with
respect to the form and adequacy of any proposal received and as to its conformity to the terms of this Notice of Sale.
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Each bidder shall submit one proposal on an “all or none” basis for the Bonds. Each proposal must specify
the amount bid for the Bonds (not less then 100% of the aggregate principal amount of the Bonds) and must specify in
multiples of one-eighth (/3 ) or one-twentieth (/5 ) of one percent (1%) the rate or rates of interest per annum which
the Bonds are to bear but shall not specify (a) more than one interest rate for any Bonds having the same maturity, (b) a
zero rate of interest, (c) any interest rate for any Bonds which exceeds the interest rate stated in such proposal for any
other Bonds by more than three percent (3%), or (d) for maturities 2020 through 2029, inclusive, no interest rate may
be bid that is lower than the interest rate in the immediately preceding year.

Electronic Bids Only

Bid proposals must be submitted by electronic bidding via Parity®, in the manner described below, and must
be received by 11:00 a.m., Prevailing Eastern Time, on the Bid Date. No bid will be received after the time for
receiving bids specified above. To the extent any instructions or directions set forth in Parity® conflict with this Notice
of Sale, the terms of this Notice of Sale shall control. For further information about Parity®, potential bidders may
contact Parity® at (212) 849-5021.

Disclaimer

Each prospective electronic bidder shall be solely responsible to submit its bid via Parity® as described
above. Each prospective electronic bidder shall be solely responsible to make necessary arrangements to access
Parity® for the purpose of submitting its bid in a timely manner and in compliance with the requirements of this
Notice of Sale. Neither the County nor Parity® shall have any duty or obligation to provide or assure access to
Parity® to any prospective bidder, and neither the County nor Parity® shall be responsible for proper operation of, or
have any liability for any delays or interruptions of, or any damages caused by Parity®. The County is using Parity®
as a communication mechanism, and not as the County’s agent, to conduct the electronic bidding for the Bonds. The
County is not bound by any advice and determination of Parity® to the effect that any particular bid complies with the
terms of this Notice of Sale and in particular the bid parameters specified in this Notice of Sale. All costs and expenses
incurred by prospective bidders in connection with their submission of bids via Parity® are the sole responsibility of
the bidders; and the County is not responsible, directly or indirectly, for any of such costs or expenses. If a prospective
bidder encounters any difficulty in submitting, modifying, or withdrawing a bid for the Bonds, such bidder should
telephone Parity® at (212) 849-5021 and notify the County’s financial advisor, Public Advisory Consultants, Inc. by
facsimile at (410) 581-9808 and by telephone at (410) 581-4820.

Electronic Bidding Procedures

Electronic bids must be submitted for the purchase of the Bonds via Parity®. Bids will be communicated
electronically to the County at 11:00 a.m., Prevailing Eastern Time, on May 19, 2009 (or such later Bid Date as
announced in accordance with this Notice of Sale). Prior to that time, a prospective bidder may (1) submit the proposed
terms of its bid via Parity®, (2) modify the proposed terms of its bid, in which event the proposed terms as last
modified will (unless the bid is withdrawn as described herein) constitute its bid for the Bonds, or (3) withdraw its
proposed bid. Once the bids are communicated electronically via Parity® to the County, each bid will constitute an
irrevocable offer to purchase the Bonds on the terms therein provided. The County shall not be responsible for any
malfunction or mistake made by, or as a result of the use of the facilities of, Parity®, the use of such facilities being the
sole risk of the prospective bidder. For purposes of the electronic bidding process, the time as maintained on Parity®
shall constitute the Prevailing Eastern Time.

No electronic bid will be accepted unless the bidder has submitted a financial surety bond or a bid check in the
amount required for the good faith deposit.

If any provision of this Notice of Sale shall conflict with the information provided by BIDCOMP®/ Parity®
as the approved provider of electronic bidding services, this Notice of Sale shall control.
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Basis of Award

Proposals will be opened promptly after 11:00 a.m. Prevailing Eastern Time, on the Bid Date. The successful
bidder(s) will be determined based on the lowest interest cost to the County. The lowest interest cost shall be
determined in accordance with the true interest cost (“TIC”) method by doubling the semiannual interest rate
(compounded semi-annually) necessary to discount the debt service payments from the payment dates to the date of the
Bonds and to the price bid, excluding interest accrued to the date of delivery. If two or more bidders offer to purchase
the Bonds at the same lowest interest cost, then such award will be made to the bidder offering the highest purchase
price. If two or more bidders offer to purchase the Bonds at the same lowest interest cost, with the same purchase price,
the County shall have the right to award all of the Bonds to one bidder.

Good Faith Deposit

Each proposal must be accompanied by a Good Faith Deposit (“Deposit”) in the form of a certified check
upon, or a cashier’s or treasurer’s check of, a responsible banking institution, or a Financial Surety Bond, in the amount
of $300,000 and made payable to “Treasurer of Washington County”. If a Financial Surety Bond is used it must be
from an insurance company licensed to issue such a bond in the State of Maryland and pre-qualified by the County.
Any such bond must be submitted to the County’s financial advisor prior to the opening of the bids. The Financial
Surety Bond must identify each bidder whose Deposit is guaranteed by such Financial Surety Bond.

If the Bonds are awarded to a bidder (the “Purchaser™) utilizing a Financial Surety Bond, then the Purchaser
will be required to submit its Deposit to the County in the form of a certified check upon, or a cashier’s or treasurer’s
check of, a responsible banking institution, or by wire transfer to a bank designated by the County, not later than
1:00 p.m. Prevailing Eastern Time on the next business day following the award. If such Deposit is not received by that
time the Financial Surety Bond will be drawn upon by the County to satisfy the Deposit requirement.

The Deposit will be retained by the County to be applied in part payment for the Bonds, and no interest will
be allowed upon the payment thereof. In the event the Purchaser shall fail to comply with the terms of its proposal, the
Deposit may, at the option of the County, be retained as full liquidated damages. Any checks of the unsuccessful
bidders will be returned promptly after the Bonds are awarded.

If the aggregate principal amount of the Bonds is adjusted pre-sale or post-sale as described above under
“Adjustments to Principal Amounts”, the successful bidder for the Bonds will not be required to deposit an additional
good faith deposit or arrange for an increase in its Financial Security Bond and will not be entitled to the return of any
portion of the Deposit previously delivered to due such adjustment.

Security

The full faith and credit and unlimited taxing power of the County are unconditionally pledged to the payment
of the principal of the Bonds and the interest to accrue thereon.

Book-Entry Only

The Bonds will be issued by means of a book-entry system with no physical distribution of bond certificates
made to the public. One bond certificate for each maturity will be issued to Cede & Co., the nominee of The
Depository Trust Company, New York, New York (“DTC”), and immobilized in DTC’s custody or in the custody of
the Bond Registrar and Paying Agent. The book-entry system will evidence ownership of the Bonds in the principal
amount of $5,000 and integral multiples thereof, with transfers of ownership interest of each actual purchaser of a Bond
effected on the records of DTC and its participants. The successful bidder, as a condition to delivery of the Bonds, shall
be required to deposit the bond certificates with DTC or with the Bond Registrar and Paying Agent to be held under
DTC’s “FAST” system, registered in the name of Cede & Co., DTC’s nominee. All fees due DTC shall be paid by the
successful bidder.
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Principal will be paid to Cede & Co., nominee of DTC, as registered owner of the Bonds at the designated
corporate trust office of the Bond Registrar and Paying Agent, on the date such principal is payable upon presentment
and surrender of the Bonds. Interest on the Bonds is payable on January 1, 2010 (7 1/2 months), and semiannually
thereafter on July 1 and January 1 of each year to Cede & Co., nominee of DTC as the registered owner of the Bonds.

Transfer of principal and interest payments to participants of DTC will be the responsibility of DTC, and
transfer of principal and interest payments to beneficial owners of the Bonds by participants of DTC will be the
responsibility of such participants and other nominees of beneficial owners. The County will not be responsible or
liable for such transfers of payments or for maintaining, supervising or reviewing the records maintained by DTC, its
participants or persons acting through such participants.

DTC may determine not to continue to act as securities depository for the Bonds at any time by giving notice
to the County. The County may determine to select a different securities depository or the County may determine not to
continue the book-entry system. If the County does not identify another qualified securities depository to replace DTC,
the County will deliver replacement bonds in the form of fully-registered certificates.

Optional Redemption

Bonds that mature on or before January 1, 2019, are not subject to optional redemption prior to their
maturities. Bonds which mature on or after January 1, 2020, are subject to optional redemption commencing on
January 1, 2019, as a whole or in part at any time, at the option of the County, without premium plus accrued interest
thereon to the date fixed for redemption.

Legal Opinion

The Bonds will be issued and sold subject to approval as to legality by Funk & Bolton, P.A., Baltimore,
Maryland, bond counsel. The approving opinion of Funk & Bolton, P.A. will be delivered, upon request, to the
successful bidder for the Bonds, without charge, and the text of the approving opinion will also be printed on, or
attached to, each Bond.

Undertakings of the Successful Bidder

Upon award of the Bonds, the successful bidder shall advise the County of the initial reoffering prices to the
public of each maturity of the Bonds. Simultaneously with or before delivery of the Bonds, the successful bidder shall
furnish to the County a certificate in form and substance acceptable to bond counsel (a) certifying that a bona fide
offering of the Bonds has been made to the public (excluding bond houses, brokers, and other intermediaries), and
(b) stating the prices at which a substantial portion of each maturity of the Bonds were sold to the public (excluding
bond houses, brokers, and other intermediaries).

CUSIP Numbers

It is anticipated that CUSIP identification numbers will be printed on the Bonds, but neither the failure to print
any such number on any Bond nor any error with respect thereto shall constitute cause for failure or refusal by the
successful bidder to accept delivery of and pay for the Bonds in accordance with the terms of this Notice of Sale.

Official Statement

Within seven business days after the award of the Bonds to the successful bidder thereof on the date of sale,
the County will authorize its Official Statement, which is expected to be substantially in the form of the Preliminary
Official Statement referred to below. The Preliminary Official Statement has been deemed final by the County for the
purpose of Rule 15¢2-12 of the Securities and Exchange Commission, subject to revision, amendment and completion
in a final Official Statement. The County will also issue any supplement or amendment to the Official Statement that
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may be necessary between the date of the Official Statement and the date of delivery of the Bonds. If requested and
furnished to the County in writing by the successful bidder at or before the close of business on the day of sale, the
County will include in the Official Statement such pricing and other information relating to the reoffering of the Bonds,
if any, as may be so furnished. If the successful bidder furnishes no such information, the Official Statement will
include the interest rates on the Bonds resulting from the proposal of the successful bidder and the other statements
with respect to reoffering contained in the Preliminary Official Statement. Whether or not any such information is
included in the Official Statement, the successful bidder shall be responsible to the County and its officials in all
respects for the accuracy, fairness and completeness of such information, and for all decisions made with respect to the
use or omission of such information in any reoffering of the Bonds, including the presentation or exclusion of any such
information in any documents, including the Official Statement. Within seven business days after the award of the
Bonds, the successful bidder will also be furnished, without cost, up to 150 copies of the Official Statement (and any
amendment or supplement thereto, except to the extent any such amendment or supplement is required due to a change
in the reoffering information provided by the successful bidder).

Continuing Disclosure

In order to assist the successful bidder in complying with Securities and Exchange Commission Rule 15¢2-
12(b)(5) (the “Rule™), the County will undertake, pursuant to a continuing disclosure agreement, to provide certain
information annually and notices of certain events. The form of Continuing Disclosure Agreement is included in the
Preliminary Official Statement as Appendix D.

It shall be a condition to the obligation of the successful bidder to accept delivery and pay for the Bonds that,
simultaneously with or before delivery of and payment for the Bonds, said successful bidder shall be furnished, without
cost, with the continuing disclosure agreement of the County dated as of the date of delivery of the Bonds, pursuant to
which the County undertakes to provide continuing disclosure as required by the Rule.

Delivery of the Bonds

Delivery of the Bonds will be made to the successful bidder through the facilities of DTC on or about June 2,
2009. Payment for the Bonds shall be made in immediately available funds.

The Bonds will be accompanied by the customary closing documents, including a no-litigation certificate,
effective as of the date of delivery, stating that there is no litigation pending affecting the validity of any of the Bonds.
It shall be a condition to the obligation of the successful bidder to accept delivery of and pay for the Bonds that,
simultaneously with or before delivery and payment for the Bonds, said successful bidder shall be furnished a
certificate of the President of the Board to the effect that, to the best of his knowledge and belief, the Official Statement
(and any amendment or supplement thereto) (except for the reoffering information and except as to information
regarding DTC and DTC’s book-entry system provided by DTC, as to which no view will be expressed) as of the date
of sale and as of the date of delivery of the Bonds does not contain any untrue statement of a material fact and does not
omit to state a material fact necessary to make the statements therein, in the light of the circumstances under which they
were made, not misleading and that between the date of sale and the date of delivery of the Bonds there has been no
material adverse change in the financial position or revenues of the County, except as reflected or contemplated in the
Official Statement.

Amendment and Postponement

The County reserves the right to modify or amend this Notice of Sale prior to the date of sale including, but
not limited to, adjusting and changing the principal amount of Bonds being offered; however, such modifications or
amendments shall be made not later than 9:30 a.m. Prevailing Eastern Time on the date of the sale, and communicated
through TM3.

The County reserves the right to postpone, from time to time, the date established for the receipt of bids. Any
such postponement will be communicated through TM3. If any date fixed for the receipt of bids and the sale of the
Bonds is postponed, any alternative sale date will be announced via TM3 at least 24 hours prior to such alternative sale
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date. In addition, the County reserves the right, on the date established for the receipt of bids, to reject all bids and
establish a subsequent date on which bids will again be received. If all bids are rejected and a subsequent date for
receipt of bids established, notice of the subsequent sale date will be announced via TM3 at least 24 hours prior to such
subsequent sale date. On any such alternative or subsequent sale date, any bidder may submit a proposal for the
purchase of the Bonds in conformity in all respects with this official Notice of Sale except for the date of sale and
except for the changes announced by TM3 at the time the alternative or subsequent sale date and time are announced.

Any proposal submitted shall be made in accordance with this Notice of Sale, including any modifications,
amendments or changes communicated via TM3 in accordance with the provisions of this Notice of Sale.

Additional Information

The Preliminary Official Statement dated May 11, 2009, together with this Notice of Sale, will be supplied to
prospective bidders upon request made in writing to the County’s financial advisor, Public Advisory Consultants,
Incorporated, 25 Crossroads Drive, Suite 402, Owings Mills, Maryland 21117, or by telephone, (410) 581-4820 or by
facsimile transmission, (410) 581-9808. or by email, pac@paconsults.com.

COUNTY COMMISSIONERS OF
WASHINGTON COUNTY
By: /s/ John F. Barr

John F. Barr, President
Board of County Commissioners
of Washington County
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PROPOSAL FOR PUBLIC IMPROVEMENT AND REFUNDING BONDS OF 2009

Director of the Office of Budget and Finance
Washington County, Maryland

County Administration Building

100 West Washington Street

Hagerstown, Maryland 21740

Dear Madam:

Subject to the provisions and in accordance with the terms of the official Notice of Sale which is
incorporated by reference herein and made a part of this Proposal for Bonds, we offer to purchase the general
obligation bonds of the County Commissioners of Washington County described in such Notice of Sale, being
$22,400,000* Washington County, Maryland Public Improvement and Refunding Bonds of 2009, such bonds
to be dated May 15, 2009 to mature January 1 in the several years shown in the table below (subject to prior
redemption as provided in such Notice of Sale), and to bear interest at the rates per annum set opposite such
years, respectively.

The referenced bonds will be subject to principal amortization either through serial maturities or
mandatory sinking fund redemptions or a combination thereof (see “Serial and/or Term Bonds” in the official
Notice of Sale) on January 1 in the years and principal amounts set forth below:

Public Improvement and Refunding Bonds of 2009

MATURITIES AND PRINCIPAL AMOUNTS

Maturing Principal Maturing Principal
January 1* Amount* January 1* Amount*
2010 $1,455,000 2020 $800,000
2011 1,205,000 2021 830,000
2012 1,225,000 2022 865,000
2013 1,255,000 2023 900,000
2014 1,290,000 2024 935,000
2015 1,350,000 2025 975,000
2016 1,380,000 2026 1,010,000
2017 1,410,000 2027 1,055,000
2018 1,445,000 2028 1,100,000
2019 770,000 2029 1,145,000

*Subject to adjustment as described in the official Notice of Sale.

We hereby designate that the following bonds be aggregated into Term Bonds maturing on January 1
of the following year(s) (leave blank if none specified):

Years Aggregated Maturity Year
through
through
through

We will pay an amount equal to the par value of the bonds............ccooveeiinvicinnnss e,
plus a premium (if any) in the amMOUNE OF ..........cooriii

MAaKING @ 0Ll SUM OF ..ot et e
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We will also pay accrued interest on the bonds from May 15, 2009 to the date of delivery thereof.
We will accept delivery in accordance with the Notice of Sale.

We enclose herewith a Deposit in the form of (please check one) a certified check upon, or a
cashier's, treasurer's or official check of, a responsible banking institution or a Financial
Surety Bond, payable to the order of “Treasurer of Washington County” in the amount of $300,000, which
Deposit is to be applied in accordance with the official Notice of Sale.

We understand that, if we are the successful bidder, at the time the above-described bonds are
awarded we will be required to advise the County of the initial reoffering prices (as described in the official
Notice of Sale) for each maturity of such bonds. In this regard, you may communicate with and rely on the
information provided by , whose telephone number (including area code) is

By:

and Associates (See List Attached)

No addition or alteration, except as provided above and in the official Notice of Sale, is to be made to
this Proposal.

The following information is not a part of this Proposal and the omission or inaccuracy of this
information will not affect the validity of this Proposal.

The interest cost of this Proposal as determined by the TIC method is %.
The aggregate interest to be paid on the bonds from their dated date to their maturity is $ .

Public Advisory Consultants, Incorporated’s contact information is (410) 581-4820 (voice) and
(410) 581- 9808 (facsimile).
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Appendix D

CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (the “Disclosure Agreement”) is executed and delivered by
the COUNTY COMMISSIONERS OF WASHINGTON COUNTY (the “Issuer”) in connection with the
issuance of $22,130,000 Washington County, Maryland Public Improvement and Refunding Bonds of 2009
(the “Bonds™). The Bonds are being issued pursuant to a Resolution adopted on April 28, 2009 (the
“Resolution™). The Issuer covenants and agrees as follows:

SECTION 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is being
executed and delivered by the Issuer for the benefit of the holders and the beneficial owners of the Bonds and to
assist the Participating Underwriters in complying with Securities and Exchange Commission Rule 15c2-
12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Resolution, which apply to
any capitalized term used in this Disclosure Agreement unless otherwise defined in this Section, the following
capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the Issuer pursuant to, and as described
in, Section 3 of this Disclosure Agreement.

“Listed Events” shall mean any of the events listed in Section 4(a) of this Disclosure Agreement.

“National Repository” shall mean any Nationally Recognized Municipal Securities Information
Repository for purposes of the Rule. Currently, the following are National Repositories:

BLOOMBERG MUNICIPAL DPC DATA INC.

REPOSITORY One Executive Drive

100 Business Park Drive Fort Lee, NJ 07024

Skillman, NJ 08558 Ph: (201) 346-0701

Ph: (609) 279-3225 Fax: (201) 947-0107

Fax: (609) 279-5962 E-Mail: nrmsir@dpcdata.com

E-Mail: Munis@Bloomberg.com

INTERACTIVE DATA PRICING STANDARD & POOR’S

AND REFERENCE DATA, INC. SECURITIES EVALUATIONS, INC.
Attn: NRMSIR 55 Water Street — 45™ Floor

100 William Street 15" Floor New York, NY 10041

New York, New York 10038 Ph: (212) 438-4595

Ph: (212) 771-6999 Fax: (212) 438-3975

Fax: (212) 771-7390 E-Mail: nrmsir_repository@sandp.com

E-Mail: NRMSIR@Interactivedata.com
As of July 1, 2009, the National Repository shall be:

MUNICIPAL SECURITIES RULEMAKING BOARD
http://emma.msrb.org
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“Official Statement” shall mean the Official Statement dated May 19, 2009 relating to the Bonds.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds required to
comply with the Rule in connection with offering of the Bonds.

“Repository” shall mean each National Repository and each State Repository. The listing of
Repositories herein shall be automatically amended from time to time if the Securities and Exchange
Commission designates additional or other entities as “nationally recognized municipal securities information
repositories” (“NRMSIRs”) under the Rule, or if the Securities and Exchange Commission at any time revokes
the designation of an entity as a NRMSIR under the Rule.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange Commission under the
Securities Exchange Act of 1934, as the same may be amended from time to time.

“State Repository” shall mean any public or private repository or entity designated by the State as a
state information depository for the purpose of the Rule. As of the date of this Agreement, there is no State
Repository.

SECTION 3. Provision of Annual Financial Information, Operating Data, and Audited
Information.

@) The Issuer shall provide to each Repository annual financial information and operating data
generally consistent with the information contained under the headings “Revenues and Expenditures” and
“Debt Information” in the Official Statement, such information to be made available within 240 days after the
end of the Issuer’s fiscal year, commencing with the fiscal year ending June 30, 2009.

(b) The Issuer shall provide to each Repository annual audited combined financial statements for
the Issuer, such information to be made available within 240 days after the end of the Issuer’s fiscal year,
commencing with the fiscal year ending June 30, 2009, unless the audited financial statements are not available
on or before such date, in which event said financial statements will be provided promptly when and if
available.

(c) The presentation of the financial information referred to in paragraph (a) and in paragraph
(b) shall be made in accordance with the same accounting principles as utilized in connection with the
presentation of applicable comparable financial information included in the Official Statement, provided, that
the Issuer may modify the accounting principles utilized in the presentation of financial information by
amending this Disclosure Agreement pursuant to the provisions of Section 8 hereof. Changes in Generally
Accepted Accounting Principles, where applicable to financial information to be provided by the Issuer, shall
not require the Issuer to amend this Disclosure Agreement.

(d) If the Issuer is unable to provide the annual financial information and operating data within
the applicable time periods specified in (a) and (b) above, the Issuer shall send in a timely manner a notice of
such failure to each Repository or to the Municipal Securities Rulemaking Board and the State Repository, if
any.

(e) Any filing under this Agreement may be made solely by transmitting such filing to the
Municipal Advisory Council of Texas (the “MAC”) as provided at http://www.disclosureusa.org unless the
United States Securities and Exchange Commission has withdrawn the interpretive advice in its letter to the
MAC dated September 7, 2004.

)] From and after July 1, 2009, all information provided to the Municipal Securities
Rulemaking Board pursuant to subsections (a), (b) or (d) of this Section 3 shall be in an electronic format as
prescribed by the Municipal Securities Rulemaking Board.
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SECTION 4. Reporting of Significant Events.

@) This Section 4 shall govern the giving of notices of the occurrence of any of the following
events with respect to the Bonds:

(i) principal and interest payment delinquencies;

(i) non-payment related defaults;

(iii) unscheduled draws on debt service reserves reflecting financial difficulties;
(iv) unscheduled draws on credit enhancements reflecting financial difficulties;
(V) substitution of credit or liquidity providers, or their failure to perform;

(vi) adverse tax opinions or events affecting the tax-exempt status of the Bonds;
(vii) modifications to rights of owners of the Bonds;

(viii)  Bond calls;

(ix) defeasances;

(x) release, substitution, or sale of property securing repayment of the Bonds; and
(xi) rating changes.
(b) Whenever the Issuer obtains knowledge of the occurrence of a Listed Event, the Issuer shall

as soon as possible determine if such event would constitute material information for owners of Bonds. If the
Listed Event constitutes material information for owners of Bonds, the Issuer shall promptly file a notice of
such occurrence with each Repository or the Municipal Securities Rulemaking Board and the State Depository,
if any.

(c) From and after July 1, 2009, all information provided to the Municipal Securities
Rulemaking Board pursuant to this Section 4 shall be in an electronic format as prescribed by the Municipal
Securities Rulemaking Board.

SECTION 5. Termination of Reporting Obligation. The Issuer’s obligations under this
Disclosure Agreement shall terminate upon the defeasance, prior redemption or payment in full of all of the
Bonds. In addition, the Issuer may terminate its obligations under this Disclosure Agreement if and when the
Issuer no longer remains an obligated person with respect to the Bonds within the meaning of the Rule.

SECTION 6. Dissemination Agent. The Issuer may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent.

SECTION 7. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the Issuer may amend this Disclosure Agreement, and any provision of this Disclosure Agreement
may be waived, if such amendment or waiver is supported by an opinion of counsel, expert in federal securities
laws, to the effect that such amendment or waiver would not, in and of itself, cause the undertakings herein to
violate the Rule if such amendment or waiver had been effective on the date hereof but taking into account any
subsequent change in or official interpretation of the Rule.

SECTION 8. Additional Information. Nothing in this Disclosure Agreement shall be deemed to
prevent the Issuer from disseminating any other information, using the means of dissemination set forth in this
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Disclosure Agreement or any other means of communication, or including any other information in any Annual
Report or notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure
Agreement. If the Issuer chooses to include any information in any Annual Report or notice of occurrence of a
Listed Event in addition to that which is specifically required by this Disclosure Agreement, the Issuer shall
have no obligation under this Disclosure Agreement to update such information or include it in any future
Annual Report or notice of occurrence of a Listed Event.

SECTION 9. Limitation of Remedies. The Issuer shall be given written notice at the address set
forth below of any claimed failure by the Issuer to perform its obligations under this Disclosure Agreement, and
the Issuer shall be given 15 days to remedy any such claimed failure. Any suit or other proceeding seeking
further redress with regard to any such claimed failure by the Issuer shall be limited to specific performance as
the adequate and exclusive remedy available in connection with such action. Written notice to the Issuer shall
be given to the Director of Finance, Washington County Administration Building, Room 304, 100 W.
Washington Street, Hagerstown, MD 21740, or at such alternate address as shall be specified by the Issuer with
disclosures made pursuant to Section 4(a) or 4(b) hereof or a notice of occurrence of a Listed Event.

SECTION 10. Relationship to Bonds. The Disclosure Agreement constitutes an undertaking by the
Issuer that is independent of the Issuer’s obligations with respect to the Bonds; any breach or default by the
Issuer under this Disclosure Agreement shall not constitute or give rise to a breach or default under the Bonds.

SECTION 11.  Law of Maryland. This Disclosure Agreement, and any claim made with respect to
the performance by the Issuer of its obligations hereunder, shall be governed by, subject to, and construed
according to the laws of the State of Maryland.

SECTION 12.  Limitation of Forum. Any suit or other proceeding seeking redress with regard to
any claimed failure by the Issuer to perform its obligations under this Disclosure Agreement must be filed in the
Circuit Court for Washington County, Maryland.

SECTION 13.  Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the
Owners, including beneficial owners, from time to time of the Bonds, and shall create no rights in any other
person or entity.

SECTION 14.  Compliance with MSRB Requirements. From and after July 1, 2009, all
documents provided to the Municipal Securities Rulemaking Board pursuant to this Disclosure Agreement and
the Rule shall be accompanied by identifying information as prescribed by the Municipal Securities
Rulemaking Board.

Date: , 2009

ATTEST: COUNTY COMMISSIONERS OF
WASHINGTON COUNTY
By:

Joni L. Bittner, County Clerk John F. Barr, President

Board of County Commissioners
of Washington County
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