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Budget Message 2017

The General Fund cash reserve will be funded for fiscal year 2016. This reserve of 17% or a 60-day reserve represents, but is
not limited to, reserves for catastrophic events, economic downturns, financial liquidity, and unanticipated opportunities.
This percentage makes the General Fund and other major funds in compliance with written County policy.

As it relates to employee pension, LOSAP, and OPEB plans, the County has proactively responded by fully funding the
annual required contribution within al three plans along with an adopted funding policy.

Capital |mprovement Budget

The Capital Improvement Budget includes funding for major infrastructure projects such as schools, roads, water, sewer, and
airport projects. The County uses detailed project analysis, cash management, priority ranking system, and operating impacts
to help prioritize, fund, and develop its Capital Improvement Plan. The plan uses conservative financial and economic
forecasts for its revenue estimates and uses debt affordability guidelines to stay within debt issuance limits. By adhering to
cash management policies, self-imposed debt affordability guidelines, and using a Capital Improvement Budget plan that
includes a priority ranking system, the County is able to forecast future needs and be prepared for any unforeseen future
issues or opportunities.

The Capital Improvement Budget for fiscal year 2017 is $39.0 million, representing a 24.2% decrease from the prior year.
Major capital projects include: new schools and educational facility renovations of $8.4 million for the Board of Education,
Hagerstown Community College, and the public library system; $15.4 million for road improvements, drainage, and bridges;
$8.2 million for environmental projects; $2.1 million for transportation projects; $2.3 million for public safety; and $2.6
million for other category projects.

The County’s Capital Improvement Budget for 2017 was prepared using conservative projections for major support revenues.
Debt issuance is projected to remain within acceptable levels. Fees, tax revenues, and pay-go funds are expected to be
sufficient to support the requirement for the Capital Improvement Budget. The Capital Budget for 2017 will be supported
with 23% in cash related payments, 41% in borrowing, and 36% in grants.

The County’s total tax supported debt issuance for the Capital Improvement Budget is affordable based on the annual
analysis. The Ten Year Capital Improvement Plan reflects level debt issuance in future years, assuming existing economic
conditions. The County’s debt capacity is measured against other Maryland counties and national standards, in which
benchmarks are updated on an annual basis. In addition, the County has policy targets for maximum ratios. This ensures that
the County consistently maintains affordable debt levels now and in the future.

Capital Project Distribution

Educatj

22%|

mEpnmental

21%

Captial Projects Funding Sources

Grants

Transportation
P 36%

5%

Public Safety
6%

Water Quality Fund

The Water Quality Fund includes projected revenue increases for the next 10 years of 0% to 3.5%. The 10-year financial
plan follows current management practices and policy objectives by providing operational funding, maintaining capital
equipment, allowing for State and Federal mandates, and providing affordable rate increases. The plan also includes a 90-day
operating reserve and a rate stabilization reserve.
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Budget Message 2017

Solid Waste

Solid Waste reflects an increase of 3.9% for fiscal year 2017 mainly due to increased volume. Tipping fees increased by
17.1%. The County uses a cost of service analysis to determine the actual costs of programs and services for its solid waste
operation, which includes operational cost, closure and post-closure cost, future construction cost, financing, and reserves.
The County evaluates trends in market price and tonnage activity on an on-going basis. The County is involved in a
public/private partnership to convert the landfill operations to a Waste-to-Energy facility. It is currently in the permitting
stage with the State of Maryland. This processis expected to convert at least 95% of the waste to energy sources.

Conclusion:

As the County constructed the fiscal year 2017 County budget, several priorities and issues were addressed. In addition to
local development and revenue issues, the County also developed its long and short-term goals. During the Capital and
Operating budget process the goals are articulated down to departmental goals. The highlights of the priorities, issues, and
annual goals are summarized as follows:

Fiscal Year 2017 Budget Summary:

Approved the first Day Reporting Center in the State of Maryland to combat the drug epidemic.

Funded new positionsin public safety.

Provided funding for Education in both operating and capital .

Funded COLAs for County employees.

Increased employee share and costs of health insurance program.

Provides funds for volunteer incentive program.

Maintained low debt levels and ratios.

One of the lowest per capita expenditures by County in the State of Maryland while still maintaining base line
services.

Critical Challenges Faced in Preparing the Fiscal Year 2017 Budget:

Fire and Rescue services will continue to be a budgetary challenge as costs rise; additional funding requests and
service delivery increases. This area has been seen the largest growth within the County’ s core service aress.

While the County sees things moving in a more positive direction with the improved economy, we also recognize
that challenges exist which are not addressed, and unmet needs in the core service areas remain. This is partly
reflective of the recessionary impact and no tax increases for over 17 years.

Federal and State mandates regarding the minimum wage rate increases of 20% will be challenging over the next
severa years.

Assisting the City of Hagerstown with the Urban Improvement Project and funding in order to revitalize the
downtown core and expand the revenue tax base.

Maintaining services amidst State structural deficit cuts has been challenging over the past several years and will
continue to be a challenge in the foreseeable future. As we continuously watch State budget issues, we are
concerned with any future cuts related to the State's structural deficits. While we are prepared for small to moderate
reductions, any significant cost similar to the ones the County faced in prior years would be of concern.

Washington County Goals (Highlights):

Explore site location for an emergency services training facility to accommodate police, fire, and rescue programs
designed to support County core services.

Complete a Comprehensive Emergency Services Plan to be submitted to the County Commissioners for review and
approval.

Implement the first Day Reporting Program with greater rehabilitative outcome in the State of Maryland.
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Budget Message 2017

Continue implementation of chosen alternative for Solid Waste processing to enhance environmental responsibility
with a cost effective solution.

Support the Urban Improvement Project for the City Center.
Complete downtown infrastructure renovations.

Evaluate opportunities for intergovernmental partnerships.
Promote the Strategic Economic Development Plan.
Prepare for upcoming fiscal requirements.

Support opportunities for international partnerships/development and communicate with Washington County sister
counties.

As the County continues into the future it will face chalenges in both its short and long-term plan development as the
economy emerges from the economic downturn. The past economic climate has placed stress on governmental services,
revenues, employment, education, and infrastructure improvements. As the County moves forward pressure will develop
once again to expand and increase core services. In addition, the County will address an emergency services master plan
which requires a base funding source. This will challenge Washington County in relation to providing baseline services,
related programs and their delivery, as well as any costs passed down from the State of Maryland structural budget deficit
issues. This al must be kept in balance with revenue rates, debt issuance, and the cost of those services provided to the
citizen. However, | believe with effectively managed policies, strong County management, and having a long-term vision,
Washington County will meet those challengesin the future asit hasin the past.

Respectfully,

Debra S. Murray, CPA, CGMA
Chief Financia Officer

Washington County, Maryland
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