
NOTES TO FINANCIAL STATEMENTS

Note 1. Reporting Entity

Dorchester County (“the County”) is a political subdivision of the State of Maryland established in 1669 and
subsequently incorporated under Article 25 of the Annotated Code of the State of Maryland and is governed by
an elected five member County Council. The County government directly provides all basic local governmental
ser ices.

Financial Reporting Entity

A reporting entity is composed of the primary government, component units, and other organizations that are
included to ensure the financial statements of the County are not misleading The primary government of the
County consists of all funds, departments, hoards, and agencies that are not legally separate from the County.

The component unit columns contain the financial data of the County’s two discretely presented component units
the Board of Education of Dorchester County and the Dorchester County Sanitary Districts. They are reported

in separate columns to emphasize that they are legally separate from the County. Although these organizations
are legally separate entities, they are included in the financial statements of the County because the County is
financially accountable for each organization. Copies of the financial statements for the component units can be
obtained from the County Council’s office in Cambridge. Dorchester County, Maryland.

The Boanl of Education of Dorchester (J’ounty (BOE) is a separately elected body that adnnnisters the public
school system in the count. The BOE is organized as a separate legal entity, but does not have the power to
levy taxes or issue bonds, The BOE’s budget is subject to approval by the county council, and the l3OE receives
a significant portion of its operational and capital project funding from the County.

The 1)orchester (‘ount Sanitary Districts (D(JSD) is a body politic and corporate created b the County. is
comprised of a sewer operation. t o water districts and a shared facility’ within the County. The County owns
and or maintains most DCSD facilities and provides a significant portion of its operational funding.

Note 2. Summary of Significant Accounting Policies

The financial statements of the County have been prepared in conformity with generally accepted accounting
principles GAAP) as applied to local government units, The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial principles.
Private-sector standards of accounting and financial reporting issued prior to December 1, 1989. generally are
followed in both the government-wide and proprietary fund financial statements to the extent that those standards
do not conflict with or contradict guidance of the GASB. Governments have the option of following subsequent
private sector guidance for their business-type activities and enterprise funds, subject to the same limitation, ‘l’he
County has elected not to follow subsequent private-sector guidance. The most significant of the County’s
accounting policies are described below.

A. Basis of Presentation

The (‘ounty’s basic financial statements consist of government—wide financial statements, including a statement of
net assets and a statement of activities, and fund financial statements, which provide a more detailed level of
tiiiancial information.

Government-Wide Financial Statements

The statement of net assets and the statement of activities display information about the County as a whole,
1’hese statements include the financial activities of the primary government, except for fiduciary funds. The
statements distinguish between those activities of the County that are governmental in nature and those that are
considered husiness-tpe activities.
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NOThS TO FINANCIAL STATEMENTS

Note 2. Summary of Significant Accounting Policies (continued)

The statement of net assets presents the financial condition of the governmental and business type acti ities of the
County at year end. ‘Flie statemeilt of activities presents a comparison between direct expenses and program
revenues for each program or function of the County’s governmental activities and business type activities.
Direct expenses are those that are specifically associated with a service, program, or department and, therefore,
clearly identifiable to a particular function, Program revenues include charges paid by the recipient of the goods
or services offered by the program. grants, and contributions that are restricted to meeting the operational or
capital requirements of a particular program, and interest earned on grants that is required to be used to support
a particular program.

Revenues that are not classified as program revenues are presented as general revenues of the County. with
certain limited exceptions. The comparison of direct expenses with program revenues identifies the extent to
which each governmental program or business activity is selffinancing or draws from the general revenues of the
Counts

Fund Financial Statements

Durmg the ear, the County segregates transactions related to certain Count functions or activities in separate
funds in order to aid financial management and to demonstrate legal compliance. Fund financial statements are
designed to present financial information of the County at this more detailed level, The focus of governmental
and proprietary fund financial statements is on major funds, Each major fund is presented in a separate column.
Noiiinaor fuiids are aggregated amid presented in a single column.

B. Fund Accounting

The County uses funds to maintain its financial records during the year . A fund is defined as a fiscal and
accounting entity with a self balancing set of accounts. There are three categories of funds: governmental,
proprietary, and fiduciary. The County does not maintain any fiduciary funds.

Governmental tund ‘I’ypes

Governmental funds are those through which most govermnental functions typically are financed, Governmental
lund reporting focuses on the sources, uses and balances of current financial resources, Expendable assets are
assigned to the various governmental funds according to the purpose for which they may or must he used.
Ctmrrent liabilities are assigned to the fund from which they will be paid. The difference between governmental
lund assets and liabilities is reported as fund balance, The following are the County’s major governmental funds:

General Fund The General Fund is the general operating fund of the County. All financial resources, except
those required to be accounted for in another fund, are accounted for in the General Fund.

Special Revenue Funds Special Revenue Funds are used to account for the proceeds of specific revenue sources
that are legally restricted to expenditures for specific purposes. The Dorchester County Reserve Fund, the
Special Revenue Grants Fund, which includes Local Management Board (LMB) grant activity, the Commissary
Fund, the Transfer Tax Fund and the Tourism Marketing Fund are special revenue funds of the County

Tax Funds The Building Excise Tax fund is a special revenue fund for building excise tax revenue. Revenues
in this fund are derived from an excise tax on new residential or commercial developments, and are dedicated for
capital expenditures towards school construction, public safety communications, and the Sheriff’s Office. ‘l’he
Transler Tax fund is a special revenue fund for transfer tax revenue. The transfer tax is imposed on transfers of
propertY at a rate of O.75’ , with the first S30,000 of consideration exempt for residential transfers. These
revenues are dedicated for courthouse debt service, maintenance and security, as well as public school facilities.
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NOTES TO FINANCIAL STATEMENTS

Note 2. Summary of Significant Accounting Policies (continued)

Proprietary Fund Types

Proprietary fund reporting focuses on the determination of operating income, changes in net assets, financial
position, and cash flows. The County’s enterprise funds may be used to account for any husmesstvpe activities
for which a fee is charged to external users for goods or services. The following are the County’ s major
enterprise funds:

Landfill Fund The Landfill fund is used to account for the fees collected at the Counts’ landfills for the
dumpuig of waste

Airport Fund The Airport fund is used to account for the financial resources to he used for the operation or
construction of airport facilities.

C. Measurement Focus

Government-Wide Financial Statements

The government wide financial statements are prepared using a flow of economic resources measurement focus.
All assets and all liabilities associated with the operation of the County are included on the statement of net
assets.

Fund Financial Statements

All governmental funds are accounted for using a flow of current financial resources measurement focus, With
this measurement focus, only current assets and current liabilities are generally included on the balance sheet.
The statement of revenues, expenditures. and changes in fund balance reflects the sources (i.e., revenues and
oilier financing sources) and uses (i.e., expenditures and other financing uses) of current financial resources.
This approach differs from the manner in which the governmental activities of the government wide financial
statements are prepared. Governmental fund financial statements, therefore, include a reconciliation with brief
explanations to better identify the relationship between the government—wide statements and the fund finaiicial
statements for governmental funds.

I ikc the gu eminent wide financial stateniems, the emerprise funds are accounted for using a flow of economic
resources measurement focus. All assets and all liabilities associated with the operation of these funds are
included on the statement of net assets, The statement of changes in revenues, expenses. and changes in fund net
assets presents increases d.c.. revenues) and decreases (i.e., expenses) in total net assets. The statement of cash
flows reflects ho the (‘ountv finances and meets the cash flow needs of its enterprise activities.

I). Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on the
financial statements. Government wide financial statements are prepared using the accrual basis of accounting.
Governmental funds use the modified accrual basis of accounting. Proprietary and fiduciary funds also use the
accrual basis of accounting. Differences in the accrual and the modified accrual basis of accounting arise in the
recogiiitioii of revenue, the recording of deferred revetiue, and in the presentation of expenses versus
expenditures.

Re’ eiiues Exchai’ige and Npt
— Revenue resulting from exchange transactions, in which

each party gives and receives essentially equal value, is recorded on the accrual basis when the exchange takes
place. On a modified accrual basis, revenue is recorded in the fiscal year in which the resources are measurable
and become available. Available means that the resources will he collected within the current fiscal year or are
expected to he collected soon enough thereafter to he used to pay liabilities of the current fiscal year. For the
Count, available is defined as collected within sixty days of the fiscal year end.
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NOTES To FINANCIAL STATEMENTS

Note 2. Summary of Significant Accounting Policies (continued)

Nonexehange transactions, in which the County receives value without directly giving equal value in return,
include propert taxes, sales taxes, grants, entitlements, and donations. On the accrual basis, revenue from
property taxes is recognized in the ‘tear for which the taxes are levied. Revenue from grants, entitlements, and
donations is recogmzed in the fiscal year in which all eligibility requirements have been satisfied. Eligibility
requirements include thntng requirements, which specify the year when the resources are required to he used or
the year when use is first permitted, matching requirements, in which the County must provide local resources to
he used for a specified purpose. and expenditure requirements, in which the resources are provided to the (‘ountv
on a reimhursenient basis. On a modified accrual basis, revenue from nonexchange transactions must also be
available before it can be recognized.

Under the modified accrual basis, the following revenue sources are considered to he both measurable and
available at year end: charges for services, fines and forfeitures, statelevied locally shared taxes, interest.
grants, fees and rentals.

Deterred revenue Deferred revenue arises when assets are recognized before revenue recognition criteria have
been satisfied.

Property taxes for which there was an enforceable legal claim at June 30, 2008, but which were levied to finance
fiscal year 2008 operations. have been recorded as deferred revenue, Grants and entitlements received before the
eligihilit requirements were met have also been recorded as deferred revenue. On governmental fund finaiicial
statements. receivables that will not be collected within the available period have also been reported as deterred
revenue.

Expenses Expenditures On the accrual basis of accounting, expenses are recognized at the time they are
incurred. The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in which the
related fund liability is incurred, if measurable. Allocations of cost, such as depreciation and aInortization, are
not recogniied in governmental funds.

F. Budgets and Budgetary Accounting

All funds, other than agency funds, are legally required to be budgeted and appropriated. The budget is
prepared on the budgetary basis of accounting. The budget establishes a limit on the amounts that the County
may appropriate and sets annual limits as to the amounts of expenditures at a level of control selected h the
County. The legal level of control has been established by the County at the category level within each fund.

The budget may he amended during the year if projected increases or decreases in revenue are identified, The
amounts reported as the original budgeted amounts in the budgetary statements reflect the amounts when the
original budget vas adopted. The amounts reported in the final budgeted amounts reflect amendments approved
by the County during the year.

F. Inventory

On government wide financial statements and the fund financial statements of proprietary funds, inventories are
presented at the lower of cost or market on a first-in, first-out basis and are expensed when used.
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NOTES TO FINANCIAL STATEMENTS

Note 2. Summary of Significant Accounting Policies (continued)

U. Propert Tax

Generall’,, property taxes are levied as of July 1 and become delinquent on October 1. Owner-occupied
residential property owners pay their tax on a semi-annual schedule, with the first and second installments due on
September 30 and December 31, respectively. Taxpayers may opt to make both payments on or before
September 30. Property taxes are attached as an enforceable lien and are in arrears on October 1 for non owner
occupied properties and January 1 for owner occupied properties. The County bills and collects its own taxes.
(‘ouiltv property tax revenue is recognized when collected,

11. Capital Assets

General capital assets are those assets not specifically related to activities reported in proprietary funds, These
assets generally result from expenditures in the governmental funds. These assets are reported in the
go ernnieiital activities column of the government-wide statement of net assets but are not reported in the fund
financial statements. Capital assets utilized by the proprietary funds are reported both in the business-type
activities column of the government-wide statement of net assets and in the respective funds.

All capital assets are capitalized at cost (or estimated historical costs) and updated for additions and retirements
during the year Donated fixed assets are recorded at their fair market values as of the date receised The
County’s infrastructure consists of roads, bridges, ramps. and wharves. Improvements are capitalized: the costs
of imorimial inainteimance and repairs that do not add value to the asset or materially extend an asset’s life are not.

All reported capital assets except land and construction in progress are depreciated Iniprovemnents are
depreciated over the remaining useful lives of the related capital assets, Depreciation is computed using the
straight line method over the following useful lives:

Governmental Business-Type
Activities Activities

l)escription Estimated Lives Estimated Lives

Buildings and Improvements 8 - 40 years 5 - 40 years
Furniture and Equipment 3 - 20 years 3 -- 15 years
Vehicles 8 years N’A
Infrastructure 40 - 50 years 15 - 23 years

I. Interfund Receivables and Payables

On the fund financial statements, receivables and payables resulting from short—term interfund loans or interfund
ser ices provided and used are classified as “Interfund Receivab1es/Payables” Interfund balances within
gos ermunental activities and within business—type activities are eliminated on the government-wide statement of net
assets, The only interfund balances which remain on the go eriunent-wide statement of net assets are those
heteen goxernmiiental and business type activities These amounts are reflected as “Internal Balances.”
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NOTES TO FINANCIAL STATEMENTS

Note 2 Summary of Significant Accounting Policies (continued)

J. Compensated Absences

Vacation an(I Sick Leave

Vacation benefits are earned by employees of the reporting entity based on time in service, and the rights to such
benefits are vested. Sick leave is also accumulated by employees based on time in service, however,
accumulated sick leave benefits do not vest and are not paid unless sickness causes employees to be absent.

Lpon retirement, employees of the Board of Education (a component unit) (“Board”) receive severance pay br
unused sick leave accumulated for service while employed at the Board. This estimated liability is computed on
the accumulated sick leave of Board employees who have 20 years of service with the Board at the rate of $20
per day. in addition, employees are granted vacation benefits in varying amounts dependmg on tenure,
Compensated absences are reported as accrued in the government-wide and proprietary financial statements.
(ins ernmental funds report univ matured compensated absences payable to currently terminating employees.
which are included in other accrued expenses.

K Accrued Liabilities and Long-Term Obligations

All payahles, accrued liabilities and long-term obligations are reported in the government—wide statements, and
all pavables. accrued liabilities and long-term obligations payable from proprietary funds are reported on the
proprietary fund financial statements.

in general, governmental fund payahles and accrued liabilities that, once incurred. are paid in a timely manner
and in full from current financial resources, are reported as obligations of the funds. however, claims and
judgments and compensated absences that will he paid from govermnental funds are reported as a liability in the
fund financial statements only to the extent that they are due for payment during the current year. Loans and
capital leases are recognized as a liability on the fund financial statements when due.

L. Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net of
related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding balances of
any borrowings used for the acquisition, construction or improvement of those assets, Net assets are reported as
restricted when there are limitations imposed on their use either through the enabling legislation adopted by the
County or through external restrictions imposed by grantors, creditors or laws or regulations of other
gos ernments,

The Board applies restricted resources first when an expense is incurred f’or purposes for which both restricted
and unrestricted net assets are available.

M. Fund Balance Reserves

The County reser es those portions of governmental fund balances that are legally segregated for specific future
use or which do mint represent available expendable resources and, therefore, are not available tor appropriation
or expenditure. Unreserved fund balance indicates that portion of fund equity that is available for appropriation
in future periods.
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NOTES TO FINANCIAL STATEMENTS

Note 2. Summary of Significant Accounting Policies (continued)

N. Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the proprietary
fuiids. For the County, these revenues are charges for services for sanitary landfill, airport fuel sales and airport
rental fees. Operating expenses are necessary costs incurred to provide the good or service that is the primary
activity of the fund.

0. Interlund Iransactions

Transfers between governmental and husinesstype activities on the governnientwide financial statements are
reported in the same manner as general revenues.

Exchange transactions between funds are reported as revenues in the seller funds and as expenditures expenses in
the purchaser funds. Flow of cash or goods from one fund to another without a requirement for repayment are
reported as lnterfuaid transfers. Interfund transfers are reported as other financing sources/uses in governmental
funds and after nonoperating revenues/expenses in enterprise funds, Repayments from funds responsible for
particular expenditures expenses to the funds that initially paid for them are not presented on the financial
statements

P. Estimates

‘Flie preparation of financial statenients in conformity with U.S. generally accepted accounting principles requires
nianagement to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results nay differ from those estimates.

Note 3. Uash and Short-Term Investments

Flie County is authorized to invest unexpended revenues from taxation, bond sales, lawful distributions to it of
funds froni oilier goveriuneiital agencies. or any other funds properly received by it. until it determines the funds
arc needed tot proper public purpose. The County can ixivest such funds in Federally insured banking
institutions which pledge United States Treasury hills, notes, or other obligations to secure such deposits, or in

S. Treasury and agency obligations, repurchase agreements, collateralized certificates of deposit. hankers
acceptances. or money market mutual funds.

Primary Government

At June 30, 2008, the Priniary Government had bank deposits with various commercial banks totaling
$23,984,498 (carrying value $23,716,765). As required by law, each depository is required to pledge securities
in addition to FDJC insurance at least equal to the amount on deposit at all times, The depository banks pledge
collateral for specific accounts which are held in the Primary Government’s name at several banks. As of June
30, 2008, all bank deposits were fully insured or collateralized, Petty cash totaled approximately $8,300 at June
30. 2008.
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NOTES TO FINANCIAL STATEMENTS

Note 3 Cash and Short-Term Investments (continued)

Board of Education of Dorchester Counfy

At June 30, 2008, the Board had bank deposits with various commercial banks totaling $l,524272 (carrying
value S827.353. As required by law, each depository is to pledge securities in addition to FDIC insurance at
least equal to that amount on deposit at all times. The depositors’ banks pledge collateral for specific accounts
which are held in the l3oard’s name at the Federal Reserve Bank of Boston, As of June 30, 2008, hank deposits
were not fully insured or collateralized by approximately $75,000 in one local financial institution. Investments
of $2,592,169 consist solely of U.S. Government Securities made through the State of Maryland Local
Go ernment Investment Pool (MLGIP) which provide local government units of the State a safe investment
vehicle for short term investment of funds, The State Legislature created MLGIP with the passage of Article 94
22G of the Annotated (‘ode of Maryland. The MLGIP is managed by PNC Safe Deposit and Trust Company.
which is under administrative control of the State Treasurer. A MLGIP Advisory (‘oninlittee of current
participaiits has been formed to review the activities of the Fund on a quarterly basis and provide suggestions to
enhance the pool. The MLG1P is rated AAAm by Standard and Poors. The fair value of the pool is the same as
the value of the pool shares, investments are recorded at cost, which approximates market value. Statutes
authorize the Board to invest in obligations of the U.S. Treasury and U.S. Agencies, municipal securities and
repurchase agreements, collateralized certificates of deposit, bankers acceptance or money market funds. The
Board’s exposure to investment rate and credit risk is minimal, as all investments are in cash and MLGIP and are
thus precluded from having to sell below original cost. Custodial credit risk is mitigated by attempting to have
all investments fully collateralized by securities.

Dorchester County Sanitay Distr

At June 30, 2008 the Dorchester County Sanitary Districts had hank deposits with various commercial hunks
totalmg $964,181 (carrying value $961,082). Of the $964,181 balance at June 30, 2008, $200,000 was fully
insured by federal depository insurance and $703,935 was collateralized by investments that were held by a third
party custodian in the Sanitary District’s name. The remaining $60,246 was uninsured and uncollateralized.
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Note 4. Capital Assets

NOTES TO FINANCIAL STATEMENTS

(‘apital asset activity for the year ended Jutie 30, 2008, was as follows:

Deptecianon expense was charged to governmental functions as follows:

General government
Public safety
Social ServiceS

Rec reatloil and parks
Natural resources
Economic de\ elopmnent
Public orks

$ 745,491
1,645,833

4.084
81.127

2,230
77,113

414,364
S 2,970,242

Balances at Deletions! Balances a
June 30, 2007 Additions Transfers June 30. 2008

GOVERNMENTAl4ACTIVITIES
Capital assets, not being depreciated

Land S 7,624,514 S 12,066 $ - S 7,636,580
Construction in progress 1.233,179 3.745,077 (70,489) 4.907,767
Total capital assets, not being depreciated 8,857,693 3,757,143 (70,489) 12,544,347

Capital assets, being depreciated
I3uildings and improvements 21 .396.843 623,281 70,489 22.090,6 13
Furniture and equIpment 18,215,115 1,582,726 (149,384) 19,648,457
I ‘easehold in)pro\ ements 286,572 286,572
Iidrasructure assets 37,370.619 1,211,144 - 38.581.763
Total capital assets, being depreciated 77,269.149 3,417,151 (78,895) 80.607,405

Less: accumulated depreciation (45,540,958) (2,970,242) 141 ,882 (48,369,318)
Net capital assets, being depreciated 31,728,191 446,909 62,987 32,238,087

Governmental activities capital assets, net 540,585.884 S 4,204.052 S (7,502) $44,782,434
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Note 4. Capital Assets (continued)

IWS1NESS-TYPE ACIIVITIES
I)orcliester County Landfill
(‘apital assets, not being depreciated

I Sand
Construction in progress

fotal capital assets, not being depreciated

Balances at
June 30, 2007

$ 875,187
37,931

913.118

Additions

$
223,789
223,789

$

I)eletions/ Balances at
Transfers June 30, 2008

$ 875,187
261 .720

1,136,907

82,089
3,595.894
6,323,510

10,001,493
(6,432,590)
3,568,903
4,482,021

66,650
144,046

210,696
(826,148)
(615,452)
(391.663)

148,739
3,739.940
6,323.510

10,212.189
(7,258,738)
2,953,451
4.090,358

NOTES TO FINANCIAL STATEMENTS

Capital assets, being depreciated
l3uildings and iinprovenients
Machinery and equipment
Beulali landfill cells

lotal capital assets, being depreciated
Less: accumulated depreciation
Net capital assets, being depreciated

I ,aiidl ill capital assets, net S S S

I)orehester County Airport
Capital assets, not being depreciated
Land $ 1,867,582 $ 281,218 $ $ 2,148,80<)
Construction in progress 852,662 223,562 1 .076,224
Total capital assets, not being depreciated 2,720,244 504,780 3,225,024

Capital assets, being depreciated
Buildings and improvements 9,691,845 - 9,691.845
Machinery and equipment 258,416 258.4 16
‘l’otal capital assets, being depreciated 9,950,261 9,950,261

Less: accumulated depreciation (2,588,897) (269,950) (2,858,847)
Net capital assets, being depreciated 7,361,364 (269,950) - 7,091,314

Airport capital assets, net S 10,081,608 S 234,830 S - S 10.316.438

Business type activities capital assets, net $ 14,563,629 $ (156,833) $ $ 14,406,796
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NOTES TO FINANCIAL STATEMENTS

Note 4. Capital Assets (continued)

Capital asset activity for the component units for the year ended June 30. 2008 was as follows:

Balances at Dcletions/ Balances at
June 30, 2007 Additions Transfers June 30, 2008

Board of Education of I)orchester County
Governmental activities
Capital assets, not being depreciated
Construction in progress S 975.193 S 8,989,154 S (423.584) S 9,540.763
Total capital assets, not being depreciated 975,193 8,989,154 (423.584) 9,540,763

Capital assets, being depreciated
Buildings and improvements 74,008.732 80,838 252,757 74,342,327
Furniture and equipment 932,506 146,875 165,327 1,244,708
Vehicles 831,360 52,938 (41.899) 842.399
Total capital assets, being depreciated 75,772,598 280,651 376,185 76,429.434

I ess: accumulated depreciation (29, 185,210) (1 ,589,556) 47,399 (30,727,367)
Net capital assets, being depreciated 46,587,388 (1 ,308,905) 423,584 45,702,067

Governmental activities capital assets, net $47,562,581 $ 7,680,249 S S 55,242.830

Business—type activities
Equipment $ 559,950 $ - $ $ 559,950
Accumulated depreciation (537, 322) (2,417) (539,739)

Business-tpe activities capital assets, net S 22,628 S (2,417) S S 20,211

Board of Education capital assets, net $47,585,209 $ 7,677,832 $ $55,263,041

I)orchester County Sanitary I)istricts
Capital assets, not being depreciated

Land $ 2,645 $ $ $ 2,645
Construction in progress 14,148 2,361 16,509

lotal capital assets, not being depreciated 16,793 2.361 19.154

Capital assets, being depreciated
Plant and equipment 7,128,907 7,128,907
Total capital assets, being depreciated 7,128,907 7,128,907

Less: accumulated depreciation (3,164,130) (162,422) - (3,326,552)
Net capital assets, being depreciated 3,964,777 (162,422) 3,802,355

Sanitar3 Districts capital assets, net $ 3,981,570 $ (160,061) $ $ 3,821,509

Total component units capital assets, net $51,566,779 S 7,517.771 S S 59,084.550
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Note 5. Long-lerm I)ebt

NOTES TO FINANCIAL STATEMENTS

The following is a summary ot long term debt transactions ol the Primary Government for the year ended June
30, 2008:

Amounts pa able at June 30, 2008

Gov e rnme rita I
Activities

$21,927,376
1,452,620

15,915
93,324

(2,941.653>

$20,547,582

l3usiness-Type
Activities

564,793$

$ 542.161

Lone terni debt consists of the following as of June 30. 2008:

Dorchester County Governnep Activities

(‘ajutal Leases

Dell Financial Services capital lease
agreement on the computer equipment.
Lease due in annual installments of
S39, 171 including interest at 6.46 7
tliwugh July 2010.

Balances at

June 30, 2007

Amounts payable at June 30, 2007
Borrowings from bonds. notes payable, and capital leases
Increase in pension liability (See also Note 9)
Increase in vested vacation benefits and compensatory time
Repayment of long-term debt and capital lease obligations

9,368
(32,000)

Balances at Amounts Due
Additions Reductions June 30, 2008 in One Year

S - S 118,380 $ (39.171) S 79,209 S 34.057
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NOTES TO FINANCIAL STATEMENTS

Note 5. Long_rIerm Debt (continued)

Balances at

June 30, 2007 Additions
Balances at Amounts Due

Reductions June 30, 2008 in One Year
Public laczlit1es Bonds

1996 Public Facilities Bonds due in
annual principal installments of S 190.000
to S 1 ,0(i5 .000 through November 1
2010, interest, payable semi annually,
from 3.5% to 6.7%. $ 1,730,000 $ $ (I ,065 ,000) $ 665,000 210,000

Public School Capital Improvement bonds
for 2002 due in annual principal

installments of $320,000 to $650,000
through August 1, 2017; interest, payable
seno annually. from 3.5% to 4,5%

General linpro\ entents and Refunding
Bonds ol 2004, payable in annual
payments from $65,000 to $1 ,050,000
through February 1 , 2019; interest
payable annually froni 2% to 3.9%

Public School (‘apital Improvement Bonds

ol 2000 due in annual principal
instalhnents of l45,000 to $3000,000
through March 1 , 2015; interest, payable
seniianiiuallv, from 4.5% to 5.2%

4otal public facilities bonds

5,620,000

7,665,000

(390,000) 5,230,000 410.00()

(915.000) 6,750,000 940,000

2,005.000 - (210,000) 1,795,000 220,000

$ l7,020,00() $ $(2,580,000) $14,440,000 $ 1,780,000
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NOTES TO FINANCIAL STATEMENTS

Balances at Balances at Amounts Due
June 30, 2007 Additions Reductions June 30. 2008 in One Year

State ol Marylaw4 Departtjient of atura1çpjgcç
Maryland industrial Land Act Loan(MTLA)

Mary land Industrial I .and Act loan due in
quartet ly installments of $15,886,
including interest at 6 32 . through
March 2016, secured by 5.6 acres of land
and improvements located in the
( ‘hesapeakc industrial Park in (‘ambridge,
Mark land known as the Regina
building).

Maryland Industrial Land Act loan due in
quarterly installments of $2 I . 177
in luding interest at 4 64 t , through
April .2012 A final balloon payment of
S 97,242 is due at maturity (known as
the (‘onnelly Building)

‘1 ital MILA loans payable

Note 5. Long-lerni Debt (continued)

S 401,351 S - $ (37,835) S 363.516 S 39.928

607,074 - (57,619) 549,455 58,909

5 1,008,425 S $ (95.454) S 912.971 $ 98,837
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Balances at
June 30, 2007

State of Mary land Department of Natural Reurces

Shore Erosion Control Loans LSEQJ

Additions
Transfers! l3alances at Amounts Due
Reductions June 30, 2008 in One Year

SEC 3 92 lloopersville Road Boat
Ramp: due in annual installments of
$4780 tim ugh 3 u lv 2019: no interest. $ 57,352 S S (4,780) S 52.572 S 4,78()

SEC 7 92 Middle I loopers Island
(‘auseway; due in annual installments of
S5 .5 16 tlirouoh July 2020: no interest.

SEC 8 92 McCready’s Point Road; due
in annual mstalhnents of $ 1 ,683 through
Jul 2019, no interest.

SEC 992 1 loopersville Road; due in
annual installments of 52,718 through
Ju1 2020, no interest.

SEC 3-95 Punch Island Road; due in
annual installments of $3,519 through
July 2(31 1:110 interest.

SEC 2-96 Rooster Island: due iii annual
installments ot 58.207 through July 2012;
no interest

SEC 03 03 lloopersville Road: due in
annual installments of 58.829 through
July 2032; no interest

SEC 04 02 [loopers Island Road; due in
annual installments of S6 .032 through
Jul\ 2(327: no interest

SEC 05 03 Taylors Island $350,000
total loan to be repaid in 25 annual
installments of S 14,000, no interest, to
begin July 1 after tile completion of the
project.

77.224

Si-C 1802 Punch island Road:
$323,957 total loan to he repaid in 25
annual instalhrients of $ 1 2,958, no
interest, to begin July 1 after the
completion of the project

lotal SE(’ loans payable

- 298.957 25,000 323.957

5 711,875 $ 321,240 $ (32,353) $ 1,000.762 $ 47,931

Note 5. Long-Term 1)ebt (continued)

(5,516) 71.708 5,516

21,885 (1.683) 20,202 1.683

35,337 (2,718) 32,619 2,718

17.591 - (3.519) 14,072 3,519

49,237 (8,207) 41,030 8,207

233,667 233,667 15,578

124,532 (5,930) 118,602 5,930

95,050 22,283 (25,000)
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Note 5. iA)ng-lerm I)ebt (continued)

Balances at
June 30, 2007 Additions

l3alances at Amounts Due
Reductions June 30. 2008 in One Year

\otes Payable

County Conunissioners of Queen Anne’s
Counts loan due in annual principal
installments of S5.50() to $18,70() through
No ember 2013; interest payable semi
annually at 5 9 1 (known as the
Chesapeake College Economic
Development (‘enter) $ 108,900 $ S (13,200) $ 95,70() $ 13,200

County (‘ommissloners of Queen Anne’s
County loan due in annual principal
installments of $20,000 to $50,000
through January 2020; interest payable
annually at 5i73’f to 525 (known as
the Learning Resource Center).

County (‘onunissioners of Queen Anne’s
County loan due in annual principal
installments of $5,096 to S 12,314 through
January 2023; interest pay able semi
annually at 4i

N te due iii quarte rl\ principal
installments ol 524,3 1 3, plus interest at
5 33 i through 2014 (known as the
Delinaiva Power and light Building).

NI D( )T due in annual installments of
5202,6(X) to Januaiy 2013; no interest.

Tue Rippons Pier deferred purchase price
due in annual principal installments of
$35,000 to $40,000 through 2012, no
interest

Note due in quarterly installments of
$16,639 to $27,525, including interest at
85 . through April 2008, secured by
22() acres of land (known as the new
Eastern Shore State I lospital Center.

Total notes payable

Total govermnental activities debt

43,072 - (43,072)
-

1,574,148 1,013,000 (194,675) 2.392,473 358.246

$20,314,448 $ 1,452,620 $(2,941,653) $18,825,415 $ 2,319,071

465,000 - (25,000)

140,067 (5,945)

582,109 (67,458)

1,013,000

235,000 (40,000)

440,000 25.000

134,122 6,188

514,651 71,258

1,013,000 202,600

195,000 40,000
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Dorchester County Business-Type Activites Long erm Debt

Balances at
June 30, 2007

I)orclwster County Landfill:
Rehise and bid bonds payable

1)orchester County Airport:
Airport Improvement Bonds of 2003
issued through M&T Bank for 15
years with annual payments of
S3 I .000 through 201 8 and a final
payment ol S 186,000 in 2019;
interest payable quarterly at 4. l99

______________________________________________________________________________________

Iota I enterprise fund debt

Pa.iiients on bonds, notes payable, loans payable, and capital leases that pertain to the County’s governmental
activities are made by the debt service fund through transfers from the general fund. Payments on bonds and
notes payable that pertain to the County’s business-type activities are made by the fund in which the liability
exists, ‘l’he compensated absences liabilities that are attributable to the County’s goveriunental activities are
liquidated by the County’s debt service fund through transfers from the general fund. The compensated absences
attributable to the (‘ountv’s business-type activities are liquidated by the fund in which the liability exists.

Note 5. Long-’ierni i)ebt (continued)

Additions
l3alances at Amounts Due

Reductions June 30, 2008 in One Year

S 3,000 S - S (1 ,000) S 2.000 S 2,000

527,000 - (31,000) 496,000 31,000

S 530,000 S - S 32,000) S 498.00() S 33,000
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Note 5. Lon-ierm 1)ebt (continued)

The annual debt service requirements for all Dorchester County Iongterm debt through maturity are as follows:

(ioverumemal Activities

Year Ending
June 30

2009
2010
2011
2012
2013

2014 2018
2019 2023
2024 2028
2029 2033

2034

lotal governrneiital activities debt

Principal
S 2,319,071

2,428,417
2,476,975
2,611,163
2,322,222
6,017,893

436,857
112,908
83,258
16,651

$ 18.825,415

Interest

S 645,102
569,174
486,558
396.195
317,828
581,265

17,778

$ 3.013,900

Totals
S 2.964,173

2,997,591
2,963,533
3.007.358
2,640,050
6,599,158

454,635
112,908
83,258
16,651

S 21.839,315

l3usiiiess Type Activities
Year Ending

June 30
2009

010
2011
2012
2013

2014 2018
2019

lotal business t pe activities debt

Principal
5 33,000

31,000
31,000
31,000
31.000

155.000
186,000

S 498,000

Interest
$ 20,782

19,484
18,185
16,886
15,586
58.451

7,793

5 157,167

Totals
$ 53,782

50,484
49,185
47,886
46,586

213.451
193,793

S 655,167

Interest expense on all County long-term debt totaled $752,567 for the year ended June 30, 2008.

Additionally. the (‘ounty has agreed to execute a shore erosion control project loan agreement with the Maryland
Department of Natural Resources for a no interest loan in the amount of $350,000 to complete the Taylor’s
Island Environmental Restoration Project to be repaid over 25 years with annual payments of $14,000 beginning
on July 1 of the year in which the project is completed. Of the S350.000 amount. $92,333 has been borrowed
and included in the go erninental activities’ long—term debt,
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Note 5. Long-Term 1)ebt (continued)

I Song term debt of the Dorchester (“ountv Sanitary Districts at June 30. 2008 consists of the following:

Balances at l3alances at

June 30, 2007 Additions Reductions June 30, 2008
Dorchester (‘ounty Sanity icls

Loan pa able to the State of Maryland under the Water
Quality Loan of 1983 Annual interest rate of 6.67%
Annual level installments of principal and interest of
S9,389 through March 2020. S 79,947 S $ (4,055) S 75.892

Loan payable to the State of Maryland under the Water
Quality Loan of 1974 Annual interest rate of 667%.
Annual lc el installments of principal and interest of
S4.736 through March 2020. 40.330 (2,045) 38,285

I .oaii payable to the State ot Maryland under the Water
Quality Loan of 1983, Annual interest rate of 6.67%
Annual level mstalhnents of principal and interest of
$9,816 through September 2020. 87,556 (3,974) 83,582

loan payable to Hank of Eastern Shore. Annual interest
i’atc d () .4% Moiithl installments of principal and
intei’est of $488 through April 2010. Collateralized by
a crti1’icate of deposit held at the Bank of the Eastern
Shore 14,727 5,064)

1 oan paab1e to the State of Maryland under the Water
Quality Loan ot 1974. Annual interest rate ot 6.10%.
:\iiiiual le el installments of principal and interest of
52 ,0 1 t1irouh ()etoher 2012. 10,047

- 1 .438) 8,609

Loan pay able to the State of Mary land under the Water
Quality I an of 1974. Annual interest rate of 8. 18%
Annual level installments of principal and interest of
56,898 through JuL 2014. 39,343 (3,680) 35,663

I .oan pa able to the State of Mary land under the
Drinking Water State Water Revolving Fund. Annual
mteiest rate of , 13% . Annual level installments of
principal and interest of $4,653 through February 2013. 24,687

lotal Sanitar’ Districts’ debt S 296,637 S $ (24,136) 272,501

Less: current maturities 25.653

$ 246,848
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‘I’he annual requirements to amortize all Dorchester County Sanitary Districts’ debt outstanding as of June 30.
2008 are as follows:

Year Ending
June 30

2009
2010
2011
2012
2013

2014 2018
2019 2021

Total saiutarv districts debt

Principal
$ 25,653

25,781
22,861
24,296
25,320
97,020
51,570

S 272,501

Interest
$ 17,751

16,142
14,683
13.248
11,717
36,426
6,128

S 116,095

4otals
S 43,404

41,923
37,544
37.544
37,037

133,446
57,698

S 388,596

Note 6. Capital Leases

Primar Go ernment

The (‘ounty entered into a lease agreement in July 2007. for the purpose of acquiring computer equipment. The
original cost of the equipment acquired under the capital lease agreement was $124,830, which included $6,450
of capita1iied shipping cost. Accumulated depreciation on the equipment as of June 30, 2008 was $24,966.
Since the lease is a financing arrangement that transfers ownership at the end of the lease, the (‘ounty has
recorded the present ‘ alue of the future minimum lease payments and the related assets in the appropriate funds.

YLIiJuji 30
2009
2010
2011

Less amounts representing interest

Present value of net minimum lease payments

S 39.171
39,171
9,470

87,812
(8,603)

$ 79,209

Note 5. Long-lerm I)ebt (continued)
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Note 7. Long-Terna Operating Lease

In Jul\ 2008, the County entered into a 2-year non-cancelable operating lease for its sanitary landfill site #2,
commonly referred to as the ‘Golden Hill Landfill” Lease expense for 2008 was $6,000. A fiiial minimum
lease payment of $6,000 is due for each of the years ending June 30, 2009 and 2010.

Coinpoiient it_-_l3parpfJducatiop

The Board of Education of Dorchester County leases computers and copy machines for the majority of the
educational system over three to five year terms.

Approximate future minimum lease commitments are as follows:

2009 $ 211,000
2010 147,000
2011 146,000

Rent expense, under these leases, totaled approximately $300,000 for the year ended June 30. 2008.

Note 8. Interfund Receivables and Payables

As a result ot its operations, the County affects a variety of transactions between funds to hnaiice operations.
serx ice debt, etc Accordingly, to the extent that certain interfund transactions have not been paid or receis ed as
of June 30, 2008, appropriate due to from other funds have been established,

Due to from other funds balances as of June 30, 2008 were as follows:

Due from Due to
Primary Government Other Funds Other Funds

Governmental activities $ 6,048,379 $ 7,316,019
Business-Type activities I ,269,908 2,268

lotal due to/from other funds $ 7.3 18,287 $ 7.3 18,287

Note 9. Pension Plans

Plan Description

Generally, all regular employees of the County participate in the State of Maryland Employees Retirement and
Pension S stems (Employees Systems). Teachers employed by the Board generally participate in the State of
Maryland Teachers Retirement and Pensions Systems (Teachers Systems). Both the Employees System and the
Teachers Systems (collectively the Systems) are agent multiple-employer public retirement systems sponsored by
the Maryland State Retirement and Pensions Systems and created b the Maryland General Assembly. The
Maryland State Retirement Agency issues a publicly available financial report that includes financial statements
and required supplementary information for the systems. That report may be obtained by writing to the Office of
Legislative Audits. State Office Building, 301 West Preston Street. Baltimore, Maryland. 21201.
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Note 9. Pension Plans (continued)

Participants in the Systems may retire with full benefits after thirty years of service regardless of age or at
various ages with specified years of eligibility service for reduced benefits. Annual service retirement allowances
are paid monthly to retired members in accordance with allowance options selected based on average final
compensation. Participants terminating in the retirement system prior to specified retirement age are refunded
their accumulated contributions plus earned interest or may defer receipt of accumulated contributions until age
60. Participants and their beneficiaries may also be eligible for disability and death benefits based on years of
creditable service and average final compensation.

Funding Policy

The State Personnel and Pensions Article requires active members to contribute to the System at the rate of 4%,
5% or 7% of their covered salary depending upon the retirement option selected. The combined State
contribution rate for the year ending 2008 is established by annual actuarial valuations, The current rate is
11.6% of covered payroll for teachers and 527% for classified employees. On-behalf payments consist of
pension contributions made by the State of Maryland to the State Retirement System for applicable employees of
the Board of Education. The amounts recognized as revenue and expenditures for the fiscal year ended June 30,
2008 was $2,957,761 for the Board of Education.

Employers’ Payroll and Contributions Under the Plans

The employers’ current year payroll for the years ended June 30, 2008, 2007, and 2006. payroll covered under
the various state plans, and contributions paid are as follows:

2008 2007 2006

Total payroll $ 46,233,135 $ 41,407,611 $ 38,065,195

Payroll covered under the plans 42,528,763 38,687,276 34,909,116

(‘ontrihutions paid:

County payments 984,018 822,465 603,897

Board of Education payments 579,697 441,306 388,622

State On-Behalf payments:

Board of Education 2,957,761 2,414,577 2,145,324

Funding Status

As a result of a 1997 actuarial study of the State Retirement and Pension System of Maryland, the County
(‘onimissioners of Dorchester County, Maryland (Highway Department) were identified as one of 23 municipal
corporations not having enough assets in the system to fund the present value of accrued benefits for participants
in the retirement system. Under rules of House Bills 1348 and 430, the County will repay the $622,014 fund
deficit (an increase of $15,915 over the prior fiscal year) over a period of 40 years. The fiscal year 2008 annual
payment was $31,343 and will increase 5% per year until maturity at December 31, 2035. This liability has
heeii recorded in the governmental activities column on the Statement of Net Assets.

- 49



NOThS TO FINANCIAL STATEMENTS

Note 10. Post-Employment Health Care Benefits

The County pro ides post-employment health care benefits to their respective retired employees. Retired
employees who complete 16 years of ser ice will receive full health care benefits (including spouse) of which the
employer pays $5 Employees with less than 16 years of service will pay on a pro-rata basis, The cost of
retiree health care is recognized as an expenditure when the premiums are paid. At June 30, 2008 there were 63
retirees participating. Total cost to the County for the year ended June 30, 2008 was $236,919.

The Board of Education of Dorchester County provides individual health insurance for its retired employees.
Board emplo3ees may become eligible at retirement after 15 years of service, The amount contributed by the
Board varies based on age and the number of years of service. The cost of retiree health care is recognized as
an expenditure when the premiums are paid. At June 30. 2008 there were 214 retirees participating. Total cost
to the Board for the year ended June 30, 2008 was $653,215.

in April 2004, GASB issued Statement No. 43, Financial Reporting for Post-Employment Benefit Plans Other
‘l’han Pension Plans. GASB Statement No. 43 addresses the financial reporting for other post-employment
benefit plans. The County and the Board were not required to implement this standard as of June 30, 2008, as
there was no trust established at that time.

In Juiie 2004, (3.-\SB issued Statement No. 45, Accounting and Financial Reporting b Employees for Post
Employment Benefits Other Than Pensions. GASB No, 45 requires employer govermunents to account for and
report the annual cost of other postemployment benefits in the same nianner as they do for peHsions This
statement is effective for the County’s and Board’s financial statements for periods beginning after December 15.
2007, fiscal year 2009.

‘l’he County obtained an actuarial valuation of its Post-Employment Health Benefits obligations, calculated in
accordance with GASB No. 45 standards as of January 1. 2007. Based on the plan and comrihution level that
the (‘ounty offers, the present value of future benefits, assuming a 4.5% interest rate, was estimated to he $13.8
nuilmon, while the annual normal cost is $1,014,000. If the unfunded accrued actuarial liahilit of approximately
$19.3 million were amortized over a 30-year period. the total annual required contribution (normal cost plus
amortization amount and interest) would be approximately SI .7 niillion.

‘I’lic Board obtained an actuarial valuation of its Post-Employment Health Benefits obligations, calculated in
accordance with GASB No. 45 standards as of January 1, 2007. Based oii the plan and contribution level that
the Board offers, the present value of future benefits, assuming a 4% interest rate, was estimated to be $8.8
nulhon, while the annual normal cost is $546,000. If the unfunded accrued actuarial liahiht) of approximately
$18. I imilion were amortized over a 29-year period, the total annual required contribution (normal cost plus
amortization amount and interest) would he approzimatelv $1 .2 million.

1’lie Dorchester County Sanitary Districts offers retirees under age 65, family, husband, and wife, parent and
child, and individual plans. Effective July 1, 1991 all employees retiring will receive health care benefits paid
by the District based on 16 sears service to receive full benefits. Those employees with less than sixteen ‘ears
will pay on a pro-rata basis. When a retiree reaches the age of 65 and has 16 years of service the District will
pa3 full premium for ‘over 65 supplement” coverage. The retiree pays for full premium of coverage for his her
spouse.

The Dorchester County Sanitary Districts has elected a pay-as-you-go system to fund these benefits. For the
fiscal year ended June 30. 2008 the premiums totaled $3.802 for one retired employee. For the fiscal years
ended June 30, 2007 and 2006, the premiums totaled $7,499 and $6,578. respectively lbr two retired employees.
Due to the Innited liability of these benefits the District has elected not to account for or report on these benefits
in accordance with GASB Statement No. 43 Financial Reporting for Post-Employment Benefit Plans Other Than
Pension Plans.
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Note 11. I)eferretl Compensation

The (‘ounty offers its employees two deferred compensation plans created in accordance with Internal Revenue
(‘ode Section 457. The plans, available to all eligible County employees, permit them to defer a portion of their
salary until future years. The deferred compensation is not available to employees until termination, retirement,
death or unforeseeahle emergency.

The County funds all amounts of compensation deferred under the Plans, at the direction of the covered
employee, through investments underwritten by Variable Annuity Life Insurance Company (VALIC) and
Nationwide. All amounts of compensation deferred under the plan, all property and rights purchased with those
amounts, and all income attributable to those amounts. property, or rights are solely the property and rights of
the deferred compensation plan participants and are not subject to the claims of the County’s general creditors.

The County has no liability for losses under the plan but does have the duty of due care that would be required
of an ordinary prudent investor, In accordance with GASB Statement No. 32, adopted by the County in 1998,
the plan’s assets are not reported on the combined balance sheet of the County. A summary of the activity in the
plan is presented in the supplementary information for the year ended June 30, 2008.

Note 12. Reserved and Designated Fund Equity and Restricted Retained Earnings

Reserations of fund equity show amounts that are not available for current appropriations or are legally
restricted for specihc uses. Within unreserved fund equity, designations are used to show the amounts within
unreserved equity. which are intended to be used for specific purposes, but are not legally restricted. The
purpose for each reservation or designation is indicated by the account title on the face of the balance sheet,

Use of per lot assessments totaling $145,387 at June 30, 2008 by the Dorchester County Sanitary Districts is
restricted to capital improvements, repairs and maintenance to the water system, and debt service.

Note 13. Landfill Closure and Postclosure Care Costs

State and l”ederal la s and regulations require the County to place a final cover on Dorchester County landfills
when closed and to perform certain maintenance and monitoring functions at the landfill sites for thirty years
after closure. It is the County’s position that the State of Maryland will require continuous monitoring of all
closed landfills with no termination period set for postclosure care, and as such will continue to accrue an
estimate for these costs over a thirty year period.

l’he Secretary landfill stopped accepting waste in 1982. The landfill has been capped and only has postelosure
care costs associated with it, currently estimated to he approximately $10,900 each year for the next thirty years.

The Golden Hill landfill stopped accepting waste in 1991. The landfill has been capped and only has postclosure
care costs associated with it, currently estimated to be approximately $14,200 each year for the next thirty years.

The Old Beulah landfill stopped accepting waste in February 1996. The landfill is expected to be covered during
fiscal year 2009 at an estimated total cost of approximately $3,872,000. The County is currently waiting final
approval of its plan of closure from the Maryland Department of the Environment, Postelosure care costs for
this location are currently estimated to be approximately $20.I00 each year for the next thirty years.
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Note 13. Landfill Closure and Postclosure Care Costs (continued)

The closure and postclosure care costs associated with each of the aforementioned landfills are as follows:
Secretary landfill

Postclosure care costs S 328224

Golden lull landfill
Postclosure care costs 425 .28()

Old Beulab landfill
Closure costs 3,872,282
Postclosure care costs 602,616

4,474,898
New Beulali landfill cells I - 4

Closure costs 2,285,352
Postclosure care costs 253,833

2539.l85
lotal closure and posiclosure care costs $ 7,767,587

The above amounts are based on the current costs to perform all closure and postclosure care as of June 30,
2008. As noted ahoe, the County expects to cap the Old Beulah landfill over the next fiscal year. However.
actual costs iiiay ultimately he higher than estimated costs due to inflation, changes in technology, or changes iii
regulations.

limough there are currently no legal restrictions on available funds, the County has approximately S6.974,00() of
currently available assets for landfill closure and postclosure care costs, The shortfalls may need to he covered
by any combination of charges to future landfill users, future tax revenues, or additional borrowings.

The New Bculah landfill will consist of six cells. Cells 1 & 2 began accepting waste in November 1995 and
were completely filled in 2003. Accruals of closure and postclosure care costs have been recognized. Total
closure and postclosure care costs for Cells 1 & 2 are estimated to be $1,231,285 and $136,758. respectively.

New l3eulali landfill cell 3 was completed and began accepting waste in October 2002. Accrual of closure and
postclosure care costs have been recogmzed based on the estimated capacity used to date (88.87 . Total
closure and postclosure care costs for Cell 3 are estimated to he $91 I ,866 and $101 ,28l, respectively.

New Ben lah landfill cell 4 was completed and began accepting waste in January 2007. Accrual of closure and
postclosure care costs have been recognized based on the estimated capacity used to date (19.99%). Total
closure and postclosure care costs for Cell 4 are estimated to be $142,201 and $15,794, respectively.
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Note 14. Commitments and Contingencies

I)orchester County

Grants

The County receives Federal and State grants for specific purposes that are subject to reiew and audit h
Federal and state agencies. Such audits could result in a request for reimbursement by the Federal and state
agencies fir expenditures disallowed under the terms and conditions of the appropriate agency. In the Opinion of
County management, such disallowances, if any, will not he significant to the County’s combined financial
statenients.

Conduit Debt

in August 1999, the County issued Economic Development Revenue Bonds in the amount of S5,000,000 to fund
plant expansions at Hi-Tech Plastics in Cambridge. Maryland. While the bonds were issued through the Count’s,
there is no liability or responsibility on behalf of the County for repayment of the debt.

Risk Management

Ihe County’s risk financing techniques include participation in a public entity risk pool and the purchase of
conunercial insurance

For general, property, excess and environmental liability coverage, the County is a member of the Maryland
Local Government Insurance Trust LGIT. This trust is a public entity risk pool, which is owned and directed
1w the local governments that subscribe to its coverages. and operates under the terms of a Trust Agreenient.

Subscribers to coverage by LGIT share in the risk among participants of the pools. As a result, the County’s
annual premium requirements are affected by the loss experience of the various insurance pools in which it
participates. Conversel\ favorable performance of certain insurance pools max’ result in reduced premiums.

The County is fully insured for worker’s compensation through commercial insurance and certain employees are
bonded to limit the loss to the County in the event of employees committing acts of embezzlement or theft In
addition, due to specific exclusions in the County’s insurance, the County also has comiiiercial insurance
cm erage for property liability at the Airport. There has been no significant reduction in insurance coverage
from the prior year by major categories of risk, and amounts of settlements have not exceeded insurance
coserage for each of the past three fiscal years.

1)orchester County Sanitary Districts

‘Flie County Council of Dorchester County has guaranteed certain obligations of the Dorchester County Sanitary
Districts, Inc. in the amount of $20,807.
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Note 14. Commitments and Contingencies (continued)

Board of Education of Dorchester Couy

The Board regularly enters into contracts for goods and services during the normal course of operatins. The
contracts often extend over fiscal years. In the opinion of the Board, there are no appro ed contracts that would
have a material effect on the financial statements. The Board receives a substantial amount of its support from
Federal, State and local agencies in the form of grants. Costs charged to the respective grant programs are
subject to audit and adjustment by the grantor agencies; therefore, to the extent that the Board has not complied
with the rules and regulations governing the grants, refunds of any money received may be required and die
coliectihility of any related receivable at June 30, 2008 may be impaired. In the opinion of the Board, there are
no signiticant contingent liabilities relating to compliance with the rules and regulations governing the respective
grants; therefore, 110 provision has been recorded in the accompanying financial statements for such
contingencies.

The Board is a defendant in a lawsuit, After considering all relevant facts and the opinion of legal counsel, it is
management’s opinion that such litigation will not have a material adverse effect on the financial position of tile
Board

Note 15. Required IndiiduaI Fund 1)isctosures

l’lie tolle 11mg funds had an excess of expenditures over appropriations for the \ ear ended June 30, 2008

Actual
Expenditures

Excess of Actual
Over Budgeted
Expenditures

See revenue and expenditure detail special revenue grams fund ftr detailed breakout of cost.

Funds to provide for the excess expenditures were made available from additional tax revenue, funding sources
or a County match within the fund.

The debt service fund had a fund deficit of $139,141 for the year ended June 30, 2008.

Budgeted
ExpendituresFund

General Fund $ 52,165,300 $ 56,072,463 $ 3,907163
Special Revenue 2,787,799 5,591,299 2,803,500
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