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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Board of Directors of
St. Mary’s County Metropolitan Commission

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and the
aggregate remaining fund information of the St. Mary’s County Metropolitan Commission
(MetCom) as of and for the year ended June 30, 2019, and the related notes to the financial
statements, which collectively comprise MetCom’s basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

MetCom’s management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal controls relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these basic financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the basic financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the basic financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the basic financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal controls relevant to the entity’s preparation and fair presentation of the basic financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal controls.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the basic financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the respective financial position of the business-type activities and the aggregate
remaining fund information of MetCom as of June 30, 2019, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Prior Year Financial Statements

The basic financial statements as of and for the year ended June 30, 2018 were audited by other
auditors whose report dated December 7, 2018 expressed an unmodified opinion.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, required supplementary information, as individually
listed in the table of contents, be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the management’s discussion
and analysis, required supplementary information, and budget and actual schedules as listed in
the table of contents, in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit
of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the MetCom’s basic financial statements. The schedules of departmental
allocable operating and nonoperating revenues and expenses, schedules of service charges and
direct operating expenses, and schedules of administrative expenses are presented for purposes
of additional analysis and are not a required part of the basic financial statements.
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The schedules of departmental allocable operating and nonoperating revenues and expenses,
schedules of service charges and direct operating expenses, and schedules of administrative
expenses are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the accompanying schedules of departmental allocable operating and
nonoperating revenues and expenses, schedules of service charges and direct operating expenses,
and schedules of administrative expenses are fairly stated in all material respects in relation to
the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have issued our report dated December
20, 2019, on our consideration of the MetCom’s internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not
to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the MetCom’s internal control over financial reporting and compliance.

Owings Mills, Maryland )J} § ¥ pd?&fj &
December 20, 2019



ST. MARY’S COUNTY METROPOLITAN COMMISSION

Management’s Discussion and Analysis
June 30, 2019 and 2018

This section of the St. Mary’s County Metropolitan Commission (MetCom) annual financial
report presents a narrative overview and analysis of the financial activities of MetCom for the
fiscal years ended June 30, 2019 and 2018. We encourage readers to use the information
presented here in conjunction with the accompanying financial statements and the accompanying
notes to those financial statements.

Financial Highlights

e MetCom’s total net position increased by $8.1 and $4.7 million or 7.3% and 4.4%,
respectively as a result of operations in FY 2019 and 2018.

e During the current year, MetCom’s revenue from operations was $14.7 million,
representing an increase of 4.8% over the prior year. During FY 2018, revenue increased
by 1.9% over FY 2017. For both years the increase was largely a result of increased
rates.

e MetCom’s operating expenses excluding depreciation were $13.3 and $13.1 million for
the years ending June 30, 2019 and 2018, respectively.

e Depreciation expense total $6.5 and $6.7 million for the years ending June 30, 2019 and
2018, respectively.

e MetCom’s net nonoperating revenue was $10.6 and $8.5 million for the years ending
June 30, 2019 and 2018, respectively. The increase of 25% was a result of an increase in
debt service charges of $1.3 million and a decrease in interest expense of $0.5 million.
FY 2018 increase by 5.9% as a result of increases in debt service charges and interest.

Overview of the Financial Statements
Statements of Net Position

The statement of net position presents information on all of MetCom’s assets and deferred
outflows of resources liabilities and deferred inflows of resources, with the difference between
the two reported as net position. Over time, increases or decreases in net position may serve as a
useful indicator of whether the financial position of MetCom is improving or deteriorating.

The statement of revenues, expenses, and changes in net position presents information showing
how MetCom’s net position changed during the applicable fiscal year. All changes in net
position are reported as soon as the underlying event giving rise to the change occurs, regardless
of the timing of related cash flows. Thus, revenues and expenses are reported in this statement
for some items that will only result in cash flows in future fiscal periods.

The statement of cash flows presents the sources and uses of MetCom’s cash during the
applicable fiscal year.



ST. MARY’S COUNTY METROPOLITAN COMMISSION

Management’s Discussion and Analysis
June 30, 2019 and 2018

Overview of the Financial Statements (continued)

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided within the basic financial statements.

MetCom as a whole
Statements of Net Position

MetCom’s total net position increased by approximately $8.1 and $4.7 million during the years
ended June 30, 2019 and 2018, respectively. The increase for both FY 2019 and FY 2018 was a
result of investments in capital assets. The following condensed statements of net position show
the changes in assets, deferred outflows, liabilities, deferred inflows, and net position as of June
30,2019, 2018, and 2017.

NET POSITION
(in millions)
June 30,
2019 2018 2017

ASSETS AND DEFERRED OUTFLOWS
Current and other assets 5840 $ 5670 § 55.60
Capital assets 164.70 158.20 157.90
Deferred outflows 1.40 1.40 1.50

Total Assets and Deferred Outflows 224.50 216.30 215.00
LIABILITIES AND DEFERRED INFLOWS
Long-term debt outstanding 86.20 85.80 88.70
Pension liability 4.50 4.60 5.10
OPEB liability 3.10 3.50 3.50
Other liabilities 9.20 9.30 9.70
Deferred inflows 0.80 0.50 0.10

Total Liabilities and Deferred Inflows 103.80 103.70 107.10
NET POSITION
Net Investment in Capital Assets 96.60 90.40 91.10
Restricted 15.30 13.10 11.90
Unrestricted 8.80 9.10 4.90

Total Net Position 12070  $ 11260 §$ 107.90




ST. MARY’S COUNTY METROPOLITAN COMMISSION

Management’s Discussion and Analysis
June 30, 2019 and 2018

Overview of the Financial Statements (continued)

Changes in MetCom’s net position can be determined by reviewing the following condensed
Statements of Revenue, Expenses, and Changes in Net Position:

Statements of Revenue, Expenses, and Changes in Net Position

CHANGES IN NET POSITION
(in millions)

Years Ended June 30,

2019 2018 2017
Operating revenues $ 1470 $ 14.00 $ 13.80
Operating expenses (13.30) (13.10) (13.20)
Depreciation expense (6.50) (6.70) (6.20)
Operating Loss (5.20) (5.80) (5.60)
Nonoperating revenues, net 10.60 8.50 8.00
Capital contributions 2.70 2.00 1.30
Change in Net Position 8.10 4.70 3.70
Net Position — beginning of year 112.60 107.90 104.20
Net Position — End of year $ 12070  $ 11260 $ 107.90

MetCom’s operating revenues total $14.7 million during the current year. Total operating
revenues increased by $0.7 million or 4.8% over the prior year, compared to operating revenue in
the prior year of $14.0 million which was an increase of 1.9% over FY 2017. For both FY 2019
and FY 2018 the increase was largely a result of increased rates.

Expense from MetCom’s operations excluding depreciation were $13.3 and $13.1 million for the
years ending June 30, 2019 and 2018, respectively. Depreciation expense total $6.5 and $6.7
million for the years ending June 30, 2019 and 2018, respectively.

MetCom’s net nonoperating revenue was $10.6 and $8.5 million for the years ending June 30,
2019 and 2018, respectively. The increase of 25% was a result of an increase in debt service
charges of $1.3 million and a decrease in interest expense of $0.5 million. FY 2018 increase by
5.9% as a result of increases in debt service charges and interest.



ST. MARY’S COUNTY METROPOLITAN COMMISSION

Management’s Discussion and Analysis
June 30, 2019 and 2018

Overview of the Financial Statements (continued)
Capital Asset and Debt Administration
Capital Assets

MetCom'’s investment in capital assets for its activities as of June 30, 2019 and 2018, amounts to
$164/7 million and $158.1 million (net of accumulated depreciation), respectively. This
investment in capital assets includes land, construction in progress, buildings, plants, systems,
and equipment. The net increase in MetCom’s investment in capital assets for the fiscal year
ended June 30, 2019 and 2018 was $6.6 million and $6.3 million, respectively. The majority of
the increase was for the additional portions of the Marley-Taylor Wastewater Treatment Plant
ENR project, Leyland Park Phase 1 Pump Station, and Tower Maintenance.

CAPITAL ASSETS
(in millions)

June 30,
2019 2018 2017

Utility plants $ 151.10 $ 147.20 $ 145.10
Water plants 66.30 52.30 50.60
Equipment 9.10 8.90 9.30
Capitalized interest 0.80 0.80 0.80
Buildings 3.90 3.90 3.90
Land 1.90 1.30 1.20
Construction in progress 7.40 13.30 10.60
Total before depreciation 240.50 227.70 221.50
Accumulated depreciation (75.80) (69.60) (63.60)
Net capital assets $ 16470  $ 158.10 $ 157.90




ST. MARY’S COUNTY METROPOLITAN COMMISSION

Management’s Discussion and Analysis
June 30, 2019 and 2018

Overview of the Financial Statements (continued)
Capital Asset and Debt Administration
Long-Term Debt

As of June 30, 2019 and 2018, MetCom had a total of $92.3 and $92.0 million, respectively in
debt outstanding.

June 30,
2019 2018 2017
Bonds payable $ 50.20 $ 54.10 $ 58.00
Notes, leases and loans payable 42.10 37.90 36.70
$ 92.30 $ 92.00 $ 94.70

During the year ended June 30, 2019, MetCom entered into three new loan agreements with
MDE for approximately $5.1 million. During the year ended June 30, 2018, MetCom entered
into two loan agreements with MDE for approximately $5.2 million. This activity was offset by
regularly scheduled principal payments.

Economic Factors and Next Year’s Budgets and Rates

MetCom anticipates about an 1.4% increase in the total operating revenues for next year
compared with FY 2019 actuals. Water rates are increasing 2.7% and sewer rates are increasing
3.4%.

Requests for Information

This financial report is designed to provide a general overview of MetCom’s finances for all
those with an interest in MetCom. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to the MetCom
Administrative office at 23121 Camden Way, California, Maryland 20619.
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ST. MARY’S COUNTY METROPOLITAN COMMISSION

Statements of Net Position
As of June 30, 2019, and 2018

CURRENT ASSETS
Cash and cash equivalents
Accounts receivable
Loans/grants receivable
Inventory
Prepaid expenses

Total Current Assets

NONCURRENT ASSETS
Net capital assets
Unamortized bond discount

Total Noncurrent Assets
TOTAL ASSETS
DEFERRED OUTFLOWS OF RESOURCES
Pension
OPEB
Bond refunding

Total assest and deferred outflows of resources

The accompanying notes are an integral part of these financial statements.
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2019 2018
31,734,201 27,231,776
1,828,908 1,433,879
24,125,414 27,705,003
138,851 256,997
511,643 50,929
58,339,017 56,678,584
164,745,732 158,164,834
23,380 25,050
164,769,112 158,189,884
223,108,129 214,868,468
929,635 1,005,949
142,459 77,994
325,725 326,796
224,505,948 $ 216,279,207




ST. MARY’S COUNTY METROPOLITAN COMMISSION

Statements of Net Position (continued)
As of June 30, 2019 and 2018

2019 2018
CURRENT LIABILITIES
Accounts payable $ 763,130 $ 853,601
Accrued interest payable 739,410 727,664
Accrued expenses 1,240,254 1,198,153
Unearned revenue 22,213 22,213
Bond premiums 263,290 282,217
Bonds payable 3,410,908 3,968,206
Notes, leases and loans payable 2,673,203 2,295,331
Total Current Liabilities 9,112,408 9,347,385
NONCURRENT LIABILITIES
Bonds payable 46,745,145 50,156,052
Notes, leases and loans payable 39,468,361 35,601,871
Net pension liability 4,533,596 4,558,356
Net OPEB liability 3,057,649 3,526,638
Total Noncurrent Liabilities 93,804,751 93,842.917
TOTAL LIABILITIES 102,917,159 103,190,302
DEFERRED INFLOWS OF RESOURCES
Pension 555,854 472,787
OPEB 294,107 23,797
Total liabilities and deferred inflows of resources 103,767,120 103,686,886
NET POSITION
Net investment in capital assets 96,573,529 90,450,140
Restricted 15,372,482 13,059,219
Unrestricted 8,792,817 9,082,962
Total Net Position $ 120,738,828 $ 112,592,321

The accompanying notes are an integral part of these financial statements.
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ST. MARY’S COUNTY METROPOLITAN COMMISSION

Statements of Revenues, Expenses, and Changes in Net Position
For the Years Ended June 30, 2019 and 2018

2019 2018
Operating Revenue:
Service charges $ 14,436,077 $ 13,762,799
Miscellaneous 260,449 255,092
Total operating revenue 14,696,526 14,017,891
Operating Expenses:
Direct operating expenses 8,343,753 8,042,250
Administrative expenses 4,994,516 5,027,202
Total operating expenses 13,338,269 13,069,452
Operating income before depreciation 1,358,257 948,439
Depreciation (6,538,487) (6,724,922)
Operating loss (5,180,230) (5,776,483)
Nonoperating revenue (expenses):
Interest income 561,749 337,728
Debt service charges 11,691,390 10,396,956
House connection charges, net 71,230 14,029
Interest expense (1,825,790) (2,314,786)
Other fees 115,602 58,161
Total nonoperating revenue, net 10,614,181 8,492,088
Income before contributions 5,433,951 2,715,605
Capital contributions 2,712,559 2,004,869
Change in net position 8,146,510 4,720,474
Net position - beginning of year 112,592,321 107,871,847
Net position - end of year $ 120,738,831 $ 112,592,321

The accompanying notes are an integral part of these financial statements.

13



ST. MARY’S COUNTY METROPOLITAN COMMISSION

Statements of Cash Flows
For the Years Ended June 30, 2019 and 2018

Cash Flows from Operating Activities
Receipts from customers
Payments to suppliers
Payments to employees
Other receipts
Net Cash from Operating Activities

Cash Flows from Capital and Related Financing Activities
Proceeds from capital debt
Purchases of capital assets
Principal paid on capital debt
Interest paid on capital debt
Capital contribution
Other receipts and payments
Net Cash from Capital and Related Financing Activities

Cash Flows from Investing Activities
Interest received

Net change in cash and cash equivalents
Cash and cash equivalents, Beginning of Year
Cash and cash equivalents, End of Year

Reconciliation of Operating Loss to Net Cash
and cash equivalents from Operating Activities
Operating loss
Adjustments to reconcile operating income to net cash
from operating activities:
Depreciation

Changes in assets and liabilities:

Accounts receivable

Inventory

Prepaid expense

Deferred outflows

Accounts payable

Accrued expenses

Net pension liability

Net OPEB liability

Deferred inflows

Net Cash from Operating Activities

The accompanying notes are an integral part of these financial statements.
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2019 2018

$ 14,041,048 $ 13,725,553
(12,198,644) (7,917,140)
(1,658,015) (5,699,606)
260,449 255,092

444,338 363,899
10,264,066 5,242,749
(13,119,385) (7,073,291)
(6,408,323) (6,028,406)
(1,831,301) (2,288,214)
2,712,559 2,004,869
11,878,222 10,468,075
3,495,838 2,325,782
561,749 337,728
4,502,425 3,027,409
27,231,776 24,204,367

$ 31734201 $ 27,231,776
$  (5180.230) $  (5,776,483)
6,538,487 6,795,093
(395,029) (37,246)

118,146 66,153
(460,714) 56,506

12,920 84,530

(90,471) (847,345)

42,101 203,833

(24,760) (519,240)
(468,989) 7,595

353,377 330,503

$ 444838 $ 363,899




ST. MARY’S COUNTY METROPOLITAN COMMISSION

Statements of Fiduciary Net Position
As of June 30, 2019 and 2018

2019 2018
ASSETS
Restricted Investments $ 6,284,733 $ 5,481,334
LIABILITIES AND NET POSITION
Accrued liabilities $ 6,249 $ 5,372
Held in trust for pension and OPEB $ 6,278,484 $ 5,475,962

The accompanying notes are an integral part of these financial statements.
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ST. MARY’S COUNTY METROPOLITAN COMMISSION

Statements of Changes in Net Fiduciary Net Position
For the Years Ended June 30, 2019 and 2018

2019 2018
ADDITIONS
Contributions $ 4,562 $ 527,000
Interest income 2,560 152,138
Unrealized gains 2,648 151,406
Total additions 9,770 830,544
DEDUCTIONS
Benefits (222,652) (162,593)
Administrative expenses (32,684) (25,865)
TOTAL DEDUCTIONS (255,336) (188,458)
CHANGES IN NET POSITION (245,566) 642,086
NET POSITION - BEGINNING OF YEAR 5,475,962 4,833,876
NET POSITION - END OF YEAR $ 5,230,396 $ 5,475,962

The accompanying notes are an integral part of these financial statements.
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ST. MARY’S COUNTY METROPOLITAN COMMISSION

Notes to the Financial Statements
June 30, 2019 and 2018

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Financial Reporting Entity

The St. Mary’s County Metropolitan Commission (MetCom) is responsible for providing
water and wastewater facilities and services within the jurisdiction of St. Mary’s County,
Maryland. MetCom’s commissioners are appointed by the County Commissioners of St.
Mary’s County. MetCom, a body politic and corporate, organized under section 113 of the
code of St. Mary’s County (the County), is a component unit of the St. Mary’s County
Government.

Fund Financial Statements

MetCom maintains its accounting system as an enterprise fund to report its nonfiduciary
funds. An enterprise fund is used to account for operations that are primarily financed by
user charges. Separate financial statements are provided for its fiduciary fund.

Fund accounting is designed to demonstrate legal compliance and to aid financial
management by segregating transactions related to certain government functions or
activities. A fund is a separate accounting entity with a self-balancing set of accounts. An
enterprise fund is used to account for activities similar to those found in the private sector,
where the determination of net income is necessary or useful to sound financial
administration.

The emphasis in fund financial statements is on the major funds in either the governmental
or business-type activities categories. GASB 34 sets forth minimum criteria (percentage of
the assets, deferred outflow of resources, liabilities, deferred inflows of resources,
revenues, or expenditures/expenses of either fund category or the governmental and
enterprise funds combined) for the determination of major funds. Major individual
governmental funds and major individual proprietary funds are reported as separate
columns in the fund financial statements. No major funds by category are summarized into
a single column.

Basis of Presentation
The financial statements of MetCom have been prepared in conformity with accounting

principles generally accepted in the United States of America as applied to government
units as prescribed by the Governmental Accounting Standards Board (GASB).

17



ST. MARY’S COUNTY METROPOLITAN COMMISSION

Notes to the Financial Statements
June 30, 2019 and 2018

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Basis of Accounting

Basis of accounting refers to the point at which revenues or expenditures/expenses are
recognized in the accounts and reported in the financial statements. It relates to the timing
of the measurements made regardless of the measurement focus applied. The measurement
focus identifies which transactions should be recorded.

Business-type activities are presented using the accrual basis of accounting in the
proprietary and fiduciary fund financial statements. Under the accrual basis of accounting,
revenues are recognized when earned and expenses are recognized when incurred,
regardless of the timing of related cash flows.

Measurement Focus

The proprietary and fiduciary funds utilize an “economic resources” measurement focus.
The accounting objectives of this measurement focus are the determination of operating
income, changes in net position (or cost recovery), financial position, and cash flows. All
assets and liabilities (whether current or noncurrent) associated with their activities are
reported. Proprietary fund equity is classified as net position.

Cash and Cash Equivalents

Cash and cash equivalents consist of demand deposits and any highly liquid investments
with an initial maturity date of three months or less.

Accounts Receivable

Receivables consist of all revenues earned at year-end and not yet received. Major
receivables include inspection fees and water and sewer billings receivable.

Capital Assets

All capital assets are valued at historical cost or estimated historical cost if actual historical
cost is not available. Contributed capital assets are valued at their estimated fair market
value on the date contributed. Depreciation expense is calculated on a straight-line basis
over the estimated useful lives of the related assets, as follows:

Asset Class Estimated Life
Utility plants 18-50 years
Water plant systems 18-50 years
Equipment 3-10 years
Capitalized interest 50 years
Buildings 20-30 years

18



ST. MARY’S COUNTY METROPOLITAN COMMISSION

Notes to the Financial Statements
June 30, 2019 and 2018

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Capital Assets (continued)

The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized. Improvements are capitalized and
depreciated over the remaining useful lives of the related capital assets, as applicable.

Compensated Absences

Compensated absences are accrued as incurred and recognized as a current liability in the
financial statements. These absences represent vacation leave earned, but not taken, and
sick leave earned prior to October 2004 that will be paid out at the rate of 50% upon the
employees’ retirement. The total leave earned but not taken was approximately $605,000 as
of June 30, 2019 and 2018, respectively.

Pension Accounting

Employee contributions are recognized in the Pension Trust Funds in the period the
contributions are due. Employer contributions are recognized when due and MetCom has
made a formal commitment to provide the contributions. Benefits and refunds are
recognized when due and payable in accordance with the terms of each plan.
Administrative costs are funded from investment income. Any net pension obligation or
asset is calculated on an actuarial basis consistent with the requirements of GASB
Statement No 27 — Accounting for Pensions by State and Local Government Employers.
Expenditures are recognized when are paid or are expected to be paid with current
available resources.

Capital Contributions

Capital grants and contributions from Federal and state governments are reported as capital
contributions in the statements of revenues, expenditures, and changes in net position.

Donated assets consist primarily of capital assets constructed by developers and
subsequently donated to MetCom and reported as capital contributions. They are recorded
at estimated fair value using developers’ estimated cost to construct the assets. The capital
assets and related capital contributions are recognized upon completion of construction.

Bond Issue Costs

Bond issue costs include legal fees, advertising, rating fees and other costs incurred when
bonds were issued. The costs are expensed in the period that the bonds are issued.

19



ST. MARY’S COUNTY METROPOLITAN COMMISSION

Notes to the Financial Statements
June 30, 2019 and 2018

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires the County to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported
amounts of revenue and expenses/expenditures during the reporting period. Actual results
could differ from those estimates.

DEPOSITS AND INVESTMENTS
Policy

Maryland law prescribes that local government units such as MetCom must deposit their
cash in banks transacting business in the State of Maryland, and that such banks must
secure any deposits in excess of Federal Deposit Insurance Corporation insurance levels
with collateral whose market value is at least equal to the deposits.

State statutes authorize MetCom to invest in obligations of the United States government,
Federal government agency obligations, and repurchase agreements secured by direct
government or agency obligations. All of the funds were invested in the Maryland Local
Government Investment Pool (MLGIP), which qualifies under the statutes.

Deposits

MetCom has certificates of deposit that have been issued through the Certificate of Deposit
Account Registry Service (CDARS). The CDARS program allows a banking customer to
maintain federal depository insurance on balances in excess of the FDIC limit.

The carrying amount of MetCom's deposits was $31,734,201 and $27,231,776 as of June
30, 2019 and 2018, respectively. As of June 30, 2019, the carrying amount of $31,734,201
is made up of $10,000,000 of CDARS investments, $6,058,028 of Insured Cash Sweep
(ICS) deposits, $9,651,758 of investments in MLGIP, and a book value of cash of
$6,022,917 with an associated bank balance of $7,050,545. As of June 30, 2018, the
carrying amount of $27,231,776 is made up of $10,020,538 of CDARS investments,
$9.441,375 of investments in MLGIP, and a book value of cash of $7,790,401 with an
associated bank balance of $8,274,302. Of the associated cash bank balances, $500,000
was covered by federal depository insurance as of June 30, 2019 and 2018, respectively,
with the remaining $6,550,545 and $7,774,302, respectively, adequately covered by
collateral. As of June 30, 2019 and 2018, there were no deposits exposed to custodial credit
risk, interest rate risk or foreign currency risk.

Regulatory guidelines require that deposits placed through the CDARS program be
considered brokered deposits. The cost and fair value of the CDARS broker deposits at
June 30, 2019 and 2018 was $16,827,317 and $10,000,000, respectively.
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Deposits (continued)

DEPOSITS AND INVESTMENTS (continued)

A summary of the terms for the deposits and the annual yields are as follows as of June 30,

2019:

Description Effective Date Maturity Date Interest Rate Principal
CDARS 7/12/2018 7/11/2019 2.23% $ 1,000,000
CDARS 8/9/2018 8/8/2019 2.27% 750,000
CDARS 9/13/2018 9/12/2019 2.35% 750,000
CDARS 10/11/2018 10/10/2019 2.48% 750,000
CDARS 11/8/2018 11/7/2019 2.54% 750,000
CDARS 12/6/2018 12/5/2019 2.59% 1,000,000
CDARS 1/10/2019 1/9/2020 2.68% 1,000,000
CDARS 1/31/2019 1/30/2020 2.71% 750,000
CDARS 5/9/2019 5/7/2020 2.78% 1,000,000
CDARS 6/6/2019 6/4/2020 2.37% 750,000
CDARS 3/14/2019 3/12/2020 2.75% 750,000
CDARS 4/11/2019 4/9/2020 2.75% 750,000

ICS 1/11/2019 2.44% 6,058,026
Total $ 16,058,026

A summary of the terms for the deposits and the annual yields are as follows as of June 30,
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2018:

Description Effective Date Maturity Date Interest Rate Principal
CDARS 7/13/2017 7/12/2018 1.23% $ 1,000,000
CDARS 8/10/2017 8/9/2018 1.44% 750,000
CDARS 9/14/2017 9/13/2018 1.54% 750,000
CDARS 10/12/2017 10/11/2018 1.54% 750,000
CDARS 11/9/2017 11/8/2018 1.54% 750,000
CDARS 12/7/2017 12/6/2018 1.54% 1,000,000
CDARS 1/11/2018 1/10/2019 1.64% 1,000,000
CDARS 2/1/2018 1/31/2019 1.73% 750,000
CDARS 3/15/2018 3/14/2019 1.78% 750,000
CDARS 4/12/2018 4/11/2019 1.92% 750,000
CDARS 5/10/2018 5/9/2019 2.06% 1,000,000
CDARS 6/7/2018 6/6/2019 2.13% 750,000

Total $ 10,000,000
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DEPOSITS AND INVESTMENTS (continued)
Investments

Investments in the MLGIP are not evidenced by securities. The State Treasurer of
Maryland exercises oversight responsibility over the MLGIP. A single financial institution
is contracted to operate the Pool. Separately issued financial statements may be obtained
from the contractor: David Rommel, PNC Bank, One East Pratt Street, 5th Floor West,
Baltimore, Maryland 21202. In addition, the State Treasurer has established an advisory
board composed of Pool participants to review the activities of the contractor quarterly and
provide suggestions to enhance the return on investments.

The MLGIP uses the amortized cost method to compute unit value rather than market value
to report net assets. Accordingly, the fair value of the position in the MLGIP is the same as
the value of the MLGIP shares. The MLGIP is rated AAA by Standard and Poor’s. As of
June 30, 2019 and 2018, MetCom’s investments, for both custodial and credit risk
purposes, consisted solely of shares in the MLGIP. This investment is not deemed to have
either risk. The Pool is managed as a Rule 2a-7 pool. Therefore, MetCom faces no interest
rate risk. The cost and fair value of the MLGIP investments as of June 30, 2019 and 2018
was $9,651,758 and $9,441,375, respectively.

In fiscal year 2015, MetCom joined the Maryland Association of Counties (MACo) Pooled
OPEB Trust (the Trust). There are nine members to this wholly-owned instrumentality of
its members. The Trust is a common trust fund which is comprised of shares or units in a
commingled fund that is not publicly traded. The assets of the Trust are managed by a
Board of Trustees and consist of U.S. treasury obligations, U.S. government agencies,
corporate and foreign bonds, global funds and international equity securities.

As of June 30, 2019, the net position of the Trust was valued at $45.1 million. MetCom’s
interest was $6.3 million. Contributions to the Trust Fund qualify as “contributions in
relation to the actuarially determined contribution” within the meaning of GASB Statement
No. 75 and the Trust Fund qualifies as a “trust or equivalent arrangement” under the
meaning of GASB Statement No. 43. The Trust is audited annually by an independent CPA
firm. Separately issued financial statements may be obtained by sending a request to the
following address: Board of the MACo Pooled OPEB Trust, 169 Conduit Street,
Annapolis, MD 21401.

MetCom categorizes its fair value measurements within the fair value hierarchy established
by generally accepted accounting principles. The hierarchy is based on the valuation inputs
used to measure the fair value of the asset and gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (level 1 measurements) and
the lowest priority to unobservable inputs (level 3 measurements). The three levels of the
fair value hierarchy are described below.
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DEPOSITS AND INVESTMENTS (continued)
Investments (continued)

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical
assets or liabilities in active markets that the entity has the ability to access.

Level 2 Inputs to the valuation methodology include:
* Quoted prices for similar assets or liabilities in active markets;

* Quoted prices for identical or similar assets or liabilities in inactive
markets;

* Inputs other than quoted prices that are observable for the asset or
liability;
and

* Inputs that are derived principally from or corroborated by observable
market data by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input
must be observable for substantially the full term of the asset or liability.

Level 3 Inputs to the valuation methodology are unobservable and significant to the
fair value measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques used need to maximize the use of observable inputs and minimize the
use of unobservable inputs.

All equity and debt securities are classified in level 1 and are valued using process quoted
in active markets for those securities.

Transactions are recorded on the trade date. Realized gains and losses are determined using
the identified cost method. Any change in net unrealized gain or loss from the preceding
period is reported in the statement of revenues, expenses and changes in net position.
Dividends are recorded on the ex-dividend date. Interest is recorded on the accrual basis.

MetCom may terminate its membership in the Trust and withdrawal its allocated

investment balance by providing written notification to the Trust six months prior to the
intended withdrawal date.
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2. DEPOSITS AND INVESTMENTS (continued)
Investments (continued)

MetCom had the following deposits and investments as of June 30, 2019 and 2018, which
were not subject to fair value disclosure leveling as they were reported at amortized cost:

2019 2018
Investments $ 9,651,758 $ 9,441,375
Broker deposits- CDARS 10,000,000 10,000,000
ICS 6,058,026 -
Cash 6,022,917 7,788,901
Petty cash 1,500 1,500
$ 31,734,201 $ 27,231,776

3. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2019 was as follows:

Balance Balance
June 30, 2018 Additions Deletions June 30, 2019
Capital assets:
Utility plants $ 147,207,075 $ 3,964,028 $ 25,037 $ 151,146,066
Water plant systems 52,310,458 13,969,601 28,904 66,251,155
Equipment 8,925,995 485,096 349,262 9,061,829
Capitalized interest 818,201 - - 818,201
Buildings 3,938,072 7,931 - 3,946,003
213,199,801 18,426,656 403,203 231,223,254
Not being depreciated:
Utility plant construction in process 2,562,586 5,003,939 2,175,837 5,390,688
Water plant construction in process 10,725,961 5,392,751 14,154,124 1,964,588
Land/land rights 1,311,103 626,000 - 1,937,103
227,799,451 29,449,346 16,733,164 240,515,633
Accumulated depreciation
Utility plants 46,185,506 3,654,311 25,037 49,814,780
Water plant systems 14,364,443 1,991,143 28,904 16,326,682
Equipment 6,729,779 716,438 349,262 7,096,955
Capitalized interest 384,554 16,364 - 400,918
Buildings 1,970,335 160,231 - 2,130,566
69,634,617 6,538,487 403,203 75,769,901
Net Capital assets $ 158,164,834 $ 22,910,859 $ 16,329,961 $ 164,745,732
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3. CAPITAL ASSETS (continued)

Depreciation expense of $6,538,487 was charged to activities as follows:

Sewer activities
Water activities
Engineering activies
Administrative

$ 4,487,829
1,948,708
34,429
67,521

5 6.538.487

Capital asset activity for the year ended June 30, 2018 was as follows:

Capital assets:
Utility plants
Water plant systems
Equipment
Capitalized interest
Buildings

Not being depreciated:

Utility plant construction in process
Water plant construction in process

Land/land rights

Accumulated depreciation

Utility plants

Water plant systems
Equipment
Capitalized interest
Buildings

Net Capital assets

Balance Balance
June 30, 2017 Additions Deletions June 30, 2018
$ 145,100,502 2,109,526 $ 2,953 147,207,075
50,539,836 1,770,622 - 52,310,458
9,290,178 373,969 738,152 8,925,995
818,201 - - 818,201
3,919,608 18,464 - 3,938,072
209,668,325 4,272,581 741,105 213,199,801
2,119,832 2,552,280 2,109,526 2,562,586
8,494,133 4,002,450 1,770,622 10,725,961
1,184,975 126,128 - 1,311,103
221,467,265 10,953,439 4,621,253 227,799,451
41,953,334 4,235,125 2,953 46,185,506
12,692,560 1,671,883 - 14,364,443
6,756,096 711,835 738,152 6,729,779
368,190 16,364 - 384,554
1,810,449 159,886 - 1,970,335
63,580,629 6,795,093 741,105 69,634,617
$ 157,886,636 4,158,346 $ 3,880,148 158,164,834

Depreciation expense of $6,796,093 was charged to activities as follows:

Sewer activities
Water activities
Engineering activies

Administrative
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4,663,956
2,025,186
35,780
70,171
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4.

LONG-TERM DEBT

Long-term bonds payable as of June 30, 2019 are as follows:

Bond Payable Description Due Rate Principal Interest
Twenty-seventh issue 2011-2030 0.75-4.31% $ 7,889,300 $ 2,114,397
Thirtieth issue 2012-2029 2.96 - 3.4% 895,953 178,744
Thirty-first issue 2013-2032 0.61 - 3.42% 6,077,800 1,479,075
Thirty-sixth issue 2014-2033 4.31% 12,190,000 4,749,952
Thirty-eighth issue 2015-2034 3.51% 17,635,000 5,803,920
Thirty-ninth issue 2015-2021 1.31% 154,000 2,712
Fortieth issue 2015-2027 2.08% 5,314,000 509,933
50,156,053 14,838,732
Less current portion (3,410,908) (1,787,235)
$ 46,745,145 $ 13,051,497

The annual requirements to amortize principal and interest payments of all bonds
outstanding as of June 30, 2019 are as follows:

Years Ending June 30, Principal Interest Total
2020 (current) $ 3,410,908 $ 1,787,235 $ 5,198,143
2021 3,446,339 1,703,121 5,149,460
2022 3,483,393 1,612,303 5,095,696
2023 3,585,471 1,512,513 5,097,984
2024 3,687,125 1,406,902 5,094,027
2025-2029 18,880,817 5,193,461 24,074,277
2030-2034 13,662,000 1,623,197 15,285,197
Total $ 50,156,053 $ 14,838,732 $ 64,994,784
Long-term bonds payable as of June 30, 2018 are as follows:
Bond Payable Description Due Rate Principal Interest
Twenty-third issue 2008-2027 3.5%-4.25% $ 560,500 $ 22,589
Twenty-seventh issue 2011-2030 0.75-4.31% 8,466,800 2,446,199
Thirtieth issue 2012-2029 2.96 - 3.4% 971,358 212,326
Thirty-first issue 2013-2032 0.61 - 3.42% 6,467,800 1,667,832
Thirty-sixth issue 2014-2033 4.31% 12,846,300 5,304,110
Thirty-eighth issue 2015-2034 3.51% 18,575,500 6,429,267
Thirty-ninth issue 2015-2021 1.31% 817,000 13,415
Fortieth issue 2015-2027 2.08% 5,419,000 622,648
54,124,258 16,718,386
Less current portion (3,968,206) (1,879,647)
$ 50,156,052 $ 14,838,739
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LONG-TERM DEBT (continued)

The annual requirements to amortize principal and interest payments of all bonds
outstanding as of June 30, 2018 are as follows:

Years Ending June 30, Principal Interest Total

2019 $ 3,968,206 $ 1,879,647 $ 5,847,853
2020 3,410,908 1,787,236 5,198,144
2021 3,446,339 1,703,123 5,149,462
2022 3,483,393 1,612,305 5,095,698
2023 3,585,471 1,512,513 5,097,984
2024-2028 18,954,937 5,815,524 24,770,461
2029-2033 15,786,004 2,340,246 18,126,250
2034 1,489,000 67,792 1,556,792
Total $ 54,124,258 $ 16,718,386 $ 70,842,644

Twenty-third issue

On November 14, 2007, the Commission issued $10,889,100 of Infrastructure Financing
Bonds in conjunction with the Maryland Community Development Administration (CDA).
As of June 30, 2019, MetCom had drawn only $10,101,170 of the proceeds.

The bonds mature on May 1, in 20 annual installments, beginning in 2008 and ending in
2027. Interest rates on the bonds range from 3.5% to 4.25%. Interest was payable on May
1, 2008 and semiannually thereafter on each November 1 and May 1 to maturity. The
bonds may be prepaid, in whole or in part, at any time after June 1, 2017. Any partial
prepayment shall not be less than the outstanding balance or $50,000, whichever is less.

On August 6, 2015 MetCom refinanced $5,914,800 of this debt with TD bank.

Twenty-seventh issue

On August 25, 2010, the Commission issued $12,613,963 of Infrastructure Financing
Bonds in conjunction with the Maryland Community Development Administration (CDA).
As of June 30, 2019, and 2018, the unspent proceeds were $1,133,375 and $1,199,427,
respectively.

The bonds mature on May 1, in 20 annual installments, beginning in 2011 and ending in
2030. Interest rates on the bonds range from .75%-4.31%. Interest was payable on
November 1, 2010 and semiannually thereafter on each November 1 and May 1 to
maturity. The bonds may be prepaid, in whole or in part, at any time after June 1, 2020.
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LONG-TERM DEBT (continued)

Any partial prepayment shall not be less than the outstanding balance or $50,000,
whichever is less.

Thirtieth issue

On March 15, 2012, MetCom issued refunding bonds in the principal amount of
$1,448,492. The bonds mature on May 1, in 18 annual installments, beginning in 2012 and
ending in 2029. Interest was payable May 1, 2012 and semiannually thereafter on each

May 1 and November 1 until maturity.

The bonds may be prepaid at the following premiums:

Period Price
May 1, 2020 through April 30, 2021 102%
May 1, 2021 through April 30, 2022 101%
On or after May 1, 2022 100%

The bonds were issued to refund all the outstanding maturities of Financing Bond Issue
number fourteen, issued in conjunction with the Maryland Community Development
Administration (CDA). These bonds were issued with an interest rate of 2.96% that may
be increased up to 3.4% in the event of a decrease in the marginal maximum corporate
income tax rate. The refunded bonds had a true interest cost ranging from 4.5% to 5.0%.
These bonds were issued to take advantage of a favorable interest rate environment.

MetCom refunded these bonds to reduce its total debt service payments by $249,357 and
to obtain an economic gain of $197,055.

Thirty-first issue

On December 19, 2012, the Commission issued $8,719,514 of Infrastructure Financing
Bonds in conjunction with the Maryland Community Development Administration (CDA).
As of June 30, 2019, and 2018, the unspent proceeds were $462,359 and $1,211,016,
respectively.

The bonds mature on May 1, in 20 annual installments, beginning in 2013 and ending in
2032. Interest rates on the bonds range from .61%-3.42%. Interest was payable on May 1,
2013 and semiannually thereafter on each May 1 and November 1 to maturity. The bonds
may be prepaid, in whole or in part, at any time after June 1, 2022. Any partial prepayment
shall not be less than the outstanding balance or $50,000, whichever is less.
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LONG-TERM DEBT (continued)

Thirty-sixth issue

On October 2, 2013, the Commission issued $15,948,168 of Infrastructure Financing
Bonds in conjunction with the Maryland Community Development Administration (CDA).
As of June 30, 2019, and 2018, the unspent proceeds were $7,669,082 and $8,965,839,
respectively.

The bonds mature on May 1, in 20 annual installments, beginning in 2014 and ending in
2033. The average interest yield on these bonds is 4.31%. Interest was payable on May 1,
2014 and semiannually thereafter on each May 1 and November 1 to maturity. The bonds
may be prepaid, in whole or in part, at any time after June 1, 2023. Any partial prepayment
shall not be less than the outstanding balance or $50,000, whichever is less.

Thirty-eighth issue

On August 28, 2014, the Commission issued $22,075,230 of Infrastructure Financing
Bonds in conjunction with the Maryland Community Development Administration (CDA).
As of June 30, 2019, and 2018, the unspent proceeds were $11,882,908 and $12,930,484,
respectively.

The bonds mature on May 1, in 20 annual installments, beginning in 2015 and ending in
2034. The average interest yield on these bonds is 3.51%. Interest was payable on May 1,
2015 and semiannually thereafter on each May 1 and November 1 to maturity. The bonds
may be prepaid, in whole or in part, at any time after June 1, 2024. Any partial prepayment
shall not be less than the outstanding balance or $50,000, whichever is less.

Thirty-ninth issue

On August 6, 2015, MetCom issued Refinancing Bonds Series 2015A in the principal
amount of $2,157,000. These bonds were issued with a true interest cost of 1.31% to refund
certain maturities of MetCom's Refunding Bonds of 2003, the Seventeenth Issue, with a
coupon rate ranging from 2.75% to 4.4% and certain maturities of MetCom's 2006 Series A
Bonds, the Twenty-first Issue, issued in conjunction with the Maryland Community
Development Administration (CDA), with a coupon rate ranging from 3.65% to 4.275%
and for the cost to refinance the loans.

These bonds were issued to take advantage of a favorable interest rate environment. Funds
in the amount of $449,973 were deposited with an escrow agent to provide for all future
debt service payments of the refinanced bonds. Funds in the amount of $1,680,395 were
used to complete the defeasance of MetCom's Refunding Bonds of 2003. The remaining
proceeds were used for prepayment fees and bond issuance costs.
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LONG-TERM DEBT (continued)

MetCom refunded these bonds at a premium to reduce its total debt service payments by
$87,229 and to obtain an economic gain (difference between the present values of the debt
service payments on the old and new debt) of $102,135.

Fortieth issue

On August 6, 2015, MetCom issued Refinancing Bonds Series 2015B in the principal
amount of $5,619,000. These bonds were issued with a true interest cost of 2.08% to refund
certain maturities of MetCom's 2007 Series B Bonds, the Twenty-third Issue, issued in
conjunction with the Maryland Community Development Administration (CDA), with a
coupon rate ranging from 3.5% to 4.25% and for the cost to refinance the loans.

These bonds were issued to take advantage of a favorable interest rate environment. Funds
in the amount of $6,310,569 were deposited with an escrow agent to provide for all future
debt service payments of the refinanced bonds. The remaining proceeds were used for
prepayment fees and bond issuance costs.

MetCom refunded these bonds at a premium to reduce its total debt service payments by
$537,674 and to obtain an economic gain (difference between the present values of the debt

service payments on the old and new debt) of $431,337.

Notes, leases and loans payable as of June 30, 2019 are as follows:

Loans Payable Description Due Rate Principal Interest Undrawn
MD Water Quality Loan #15 2020 2.70% $ 53,145 $ 2,463 $ -
MD Water Quality Loan #16 2023 1.20% 78,552 6,379 -
MD Water Quality Loan #18 2025 1.10% 1,523,404 134,370 -
MD Water Quality Loan #19 2024 1.10% 276,735 23,115 -
MD Water Quality Loan #20 2024 1.10% 164,205 11,891 -
MD Water Quality Loan #22 2027 1.10% 439,334 43,170 -
MD Water Quality Loan #25 2029 1.00% 104,675 11,385 -
MD Water Quality Loan #26 2030 1.00% 334,688 38,072 -
MD Water Quality Loan #28 2030 2.20% 279,063 54,792 -
MD Water Quality Loan #32 2034 1.80% 3,885,929 774,275 -
MD Water Quality Loan #33 2033 1.70% 301,455 55,832 -
MD Water Quality Loan #34 2035 2.10% 17,536,330 4,321,497 -
MD Water Quality Loan #35 2035 2.10% 4,384,082 1,819,948 -
MD Water Quality Loan #37 2034 2.00% 1,951,064 404,673 -
Leonardtown #41 2037 1.80% 1,561,008 368,894 -
MD Water Quality Loan #42 2038 1.50% 3,034,361 573,096 295,239
MD Water Quality Loan #43 2038 1.50% 2,166,982 396,519 104,555
MD Water Quality Loan #44 2039 1.60% 2,318,277 805,500 962,183
MD Water Quality Loan #45 2039 1.70% 146,454 277,620 -
MD Water Quality Loan #46 2039 1.70% 767,240 201,020 717,119
MD Water Quality Loan #47 2049 1.70% 834,581 204,340 431,273

42,141,564 10,528,851 $ 2,510,369
Less current portion (2,673,203) (1,053,746)

$ 39,468,361 $ 9,475,105
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The annual requirements to amortize principal and interest payments on all notes, leases
and loans outstanding as of June 30, 2019, are as follows:

Years Ending June 30, Principal Interest Total

2020 (current) $ 2,673,203 § 1,053,746 $ 3,726,948
2021 2,636,959 935,447 3,572,406
2022 2,585,546 887,214 3,472,760
2023 2,618,599 838,302 3,456,901
2024 2,662,613 798,288 3,460,901
2025-2029 12,395,767 3,254,423 15,650,190
2030-2034 12,543,463 2,092,490 14,635,952
2035-2039 3,747,218 600,828 4,348,045
2040-2044 139,097 34,057 173,154
2045-2049 139,097 34,057 173,154
Total $ 42,141,561 $ 10,528,850 $ 52,670,411

Notes, leases and loans payable as of June 30, 2018 are as follows:

Loans Payable Description
MD Water Quality Loan #15

MD Water Quality Loan #16
MD Water Quality Loan #18
MD Water Quality Loan #19
MD Water Quality Loan #20
MD Water Quality Loan #22
MD Water Quality Loan #25
MD Water Quality Loan #26
MD Water Quality Loan #28
MD Water Quality Loan #32
MD Water Quality Loan #33
MD Water Quality Loan #34
MD Water Quality Loan #35
MD Water Quality Loan #37
Leonardtown #41

MD Water Quality Loan #42
MD Water Quality Loan #43
MD Water Quality Loan #44

Less current portion

Due Rate Principal Interest Undrawn
2020 2.70% $ 104,893 $ 9,693 $
2023 1.20% 112,149 9,318
2025 1.10% 1,767,724 166,346
2024 1.10% 330,288 29,531
2024 1.10% 257,835 19,387
2027 1.10% 503,465 80,097
2029 1.00% 114,607 13,085
2030 1.00% 363,337 43,311
2030 2.20% 301,274 62,931 -
2034 1.80% 4,115,281 870,433 70,852
2033 1.70% 320,386 62,420 -
2035 2.10% 18,328,520 4,719,898 122,151
2035 2.10% 4,582,130 1,179,992 30,539
2034 2.00% 2,071,878 453,370 -
2037 1.80% 1,633,898 403,221 -
2038 1.50% 1,366,629 270,292 2,001,845
2038 1.50% 1,320,589 261,232 1,171,179
2039 1.60% 302,319 65,174 4,990,185
37,897,202 8,719,731 $ 8,386,751
(2,295,331) (858,566)
$ 35,601,871 $§ 7,861,165
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LONG-TERM DEBT (continued)

The annual requirements to amortize principal and interest payments on all notes, leases
and loans outstanding as of June 30, 2018, are as follows:

Years Ending June 30, Principal Interest Total

2019 $ 2,295,331 $ 858,566 $ 3,153,897
2020 2,349,725 826,888 3,176,613
2021 2,311,441 782,989 3,094,430
2022 2,257,949 736,808 2,994,757
2023 2,288,897 693,981 2,982,878
2024-2028 10,885,702 2,776,800 13,662,502
2029-2033 10,927,464 1,664,581 12,592,045
2034-2038 4,563,190 378,246 4,941,436
2039 17,503 872 18,375
Total $ 37,897,202 $ 8,719,731 $ 46,616,933

As of June 30, 2019, MetCom has twenty-one loans from the Maryland Water Quality
Financing Administration. Proceeds from loan number eleven of $4,177,116 were used to
finance the Marley-Taylor WRF Wastewater Treatment Plant Upgrade and Expansion
Project. Loan number fifteen for $835,000 was drawn during the year ended June 30, 2000
for the purpose of financing an office building for the administrative use of MetCom. Loan
number sixteen for $567,680 was used to upgrade the Leonardtown wastewater treatment
plant. Loan number eighteen for $4,712,200 was used to upgrade the Marley-Taylor WRF.
Loan number nineteen for $976,700 was used to replace the Lexington Park Wastewater
Pumping Station. Loan number twenty for $1,466,576 was for water meter installations.
Loan number twenty-two for $1,136,984 was used for the Andover Road/Estates sewer
projects and for arsenic remediation wells. Loan number twenty-five for $191,593 was
used for the Hollywood Water Extension to provide arsenic remediation. Loan number
twenty-six for $582,547 was used for Patuxent Park Sewer Line Repair and the Marlay-
Taylor Methane Powered CoGeneration Project. Loan number twenty-eight for $443,927
was used for the St. Clements Shore Well. Loan number thirty-two in the amount of
$4,874,202 is for the Radio Read Meter Project. As of June 30, 2019, and 2018, MetCom
had drawn $4,421,361 of the proceeds. Loan number thirty-three in the amount of
$394,000 is for the Shangri La Drive/South Essex Drive Sewer Rehabilitation. Loan
number thirty-four in the amount of $21,082,400 is for the Marlay-Taylor Wastewater
Reclamation Facility Enhanced Nutrient Removal, ENR, project. Loan number thirty-five
in the amount of $5,270,600 is also for Marlay-Taylor Wastewater Reclamation Facility
ENR project. This loan will be paid for by Navy charges and is therefore taxable. As of
June 30, 2019, MetCom has drawn $26,200,310 of the proceeds on loans thirty-four and
thirty-five. Loan number thirty-seven in the amount of $2,420,291 is for the Route 235 and
Route 712 Interceptor Rehabilitation.
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4. LONG-TERM DEBT (continued)

Loan number forty-one in the amount of $1,705,500 is for MetCom's share of
Leonardtown's MDE loan for the ENR project.

Changes in Long-Term Debt

The changes in long-term debt payable for the year ended June 30, 2019 were as follows:

Amounts due

June 30, 2018 Additions Deductions June 30, 2019 within one year
Bonds payable $ 54,124,258 $ - $ 3,968,205 $ 50,156,053 $ (3,410,908)
Notes, leases, and loans payable 37,897,202 6,684,477 2,440,118 42,141,561 (2,673,203)
Total long-term debt $ 92,021,460 $ 6,684,477 $ 6,408,323 $ 92,297,614 $ (6,084,111)

The changes in long-term debt payable for the year ended June 30, 2018 were as follows:

Amounts due

June 30, 2017 Additions Deductions June 30, 2018 within one year
Bonds payable $ 58,005,092 $ - $ 3,880,834 $ 54,124,258 $ (3,968,206)
Notes, leases, and loans payable 36,696,309 3,348,465 2,147,572 37,897,202 (2,295,331
Total long-term debt $ 94,701,401 $ 3,348,465 $ 6,028,406 $ 92,021,460 $ (6,263,537)

5. RESTRICTED NET ASSETS
Net assets are restricted for the repayment of the following:

a. Collection of fees for a sinking fund to upgrade the capacity of the main sewage
treatment plant at Marley-Taylor WRF are restricted for that purpose. The
amount restricted at June 30, 2019 and 2018 is $707,104.

b. The Board has restricted net assets per agreement with customers for upgrades

and replacements to their water and sewer systems. The amount restricted at June
30,2019 and 2018 is $130,894.

c. The Capital Project Upgrade funds are reserved for the replacement and upgrade
of water and sewer facilities. These funds are restricted by law for that purpose.
The balance as of June 30, 2019 and 2018 was $10,580,551 and $9,742,836,
respectively.

d. The Capital Project New Services funds are reserved for the construction of
facilities to serve new customers. These funds are restricted by law for that
purpose. The balance as of June 30, 2019 and 2018 was $3,953,933 and
$2,478,385, respectively.
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6.

RETIREMENT AND PENSION PLANS
Nationwide Retirement Solutions

On March 18, 2004, MetCom adopted a Section 457 plan. Under the terms of the plan,
employees may contribute up to 100% of their salary, up to the contribution limits, to the
plan. No employer contributions are made to this plan.

Maryland State Retirement and Pension System
Summary of Significant Accounting Policies

Pensions. Virtually all employees of the County (other than those covered by the Sheriff’s
Office Retirement Plan) are members of the Maryland State Retirement and Pension System
(the System). The System is considered a single multiple employer cost sharing plan.

For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, information about
the fiduciary net position of the System and additions to/deductions from the System’s
fiduciary net position have been determined on the same basis as they are reported by the
System. For this purpose, benefit payments (including refunds of employee contributions)
are recognized when due and payable in accordance with the benefit terms. Investments are
reported at fair value.

General Information about the Pension Plan
Plan Description. Certain employees of the MetCom are provided with pensions through the
System—a cost-sharing multiple-employer defined benefit pension plan administered by the

Maryland State Retirement and Pension System (MSRPS). The State Personnel and

Pensions Article of the Annotated Code of Maryland (the Article) grants the authority to
establish and amend the benefit terms of the System to the MSRPS Board of Trustees.

MSRPS issues a publicly available financial report that can be obtained at
www.sra.state.md.us/Agency/Downloads/CAFR/.

Benefits Provided. A member of the System is generally eligible for full retirement benefits
upon the earlier of attaining age 60 or accumulating 30 years of creditable service regardless
of age.

Early Service Retirement. A member of the System may retire with reduced benefits after
completing 25 years of eligibility service. Benefits are reduced by 0.5% per month for each
month remaining until the retiree either attains age 60 or would have accumulated 30 years
of creditable service, whichever is less. The maximum reduction for the System member is
30%.
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6.

RETIREMENT AND PENSION PLANS (continued)
Maryland State Retirement and Pension System (continued)

Disability and Death Benefits. Generally, a member covered under retirement plan
provisions who is permanently disabled after 5 years of service receives a service allowance
based on a minimum percentage (usually 25%) of the member’s average final compensation
(AFC). A member covered under pension plan provisions who is permanently disabled after
accumulating 5 years of eligibility service receives a service allowance computed as if
service had continued with no change in salary until the retiree attained age 62. Death
benefits are equal to a member’s annual salary as of the date of death plus all member
contributions and interest.

Contributions. (ERS) The Article sets contribution requirements of the active employees and
the participating governmental units are established and may be amended by the MSRPS
Board. Employees are required to contribute 6% of their annual pay. MetCom’s
contractually required contribution rate for the System for the years ended June 30, 2019
and 2018 was $487,479 and $430,869, respectively, actuarially determined as an amount
that, when combined with employee contributions, is expected to finance the costs of
benefits earned by employees during the year, with an additional amount to finance any
unfunded accrued liability.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions

As of June 30, 2019, and 2018, MetCom reported a liability of $4,533,596 and $4,558,356,
respectively, for its proportionate share of the net pension liability. The net pension liability
was measured as of June 30, 2018 and 2017, and the total pension liability used to calculate
the net pension liability was determined by an actuarial valuation as of that date. MetCom’s
proportion of the net pension liability was based on MetCom'’s share of contributions to the
pension plan relative to the contribution of all participating employers. As of June 30, 2019,
and 2018, MetCom’s proportion was .022% and .021%, respectively.

For the year ended June 30, 2019, MetCom recognized pension expense for the System of
approximately $476,000. As of June 30, 2019, MetCom reported deferred outflows of
resources and deferred inflows of resources related to ERS from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources

Differences Between expected and actual experience $ - $ 145,828

Changes of assumptions 213,950 -
Net Difference between projected and actual earnings

on OPEB plan Investments 228,206 410,026

Employer contribution Subsequent to measurerment date 487,479 -

$ 929,635 $ 555,854
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6.

RETIREMENT AND PENSION PLANS (continued)
Maryland State Retirement and Pension System (continued)

$487,479 reported as deferred outflows of resources related to the System resulting from
MetCom’s contributions subsequent to the measurement date will be recognized as a
reduction of the System pension liability in the year ended June 30, 2019. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to the
System will be recognized in pension expense as follows:

Year Ending June 30, Amount
2020 $ 100,748
2021 (28,501)
2022 (140,508)
2023 (45,437)
Total $ (113,698)

Information included in the MSRPS financial statements. Actuarial assumptions, long-term
expected rate of return on pension plan investments, discount rate, and pension plan
fiduciary net position are available at www.sra.state.md.us/Agency/Downloads/CAFR/.

Sensitivity of MetCom’s proportionate share of the net pension liability to changes in the
discount rate. MetCom’s proportionate share of the System net pension liability calculated
using the discount rate of 7.45 percent is $4,533,596.  Additionally, MetCom’s
proportionate share of the System net pension liability if it were calculated using a discount
rate that is 1-percentage-point lower (6.45 percent) is $6,529,934, or 1-percentage-point
higher (8.45 percent) is $2,876,779.

OTHER POST-RETIREMENT BENEFITS (OPEB)
Plan Description

MetCom provides health, prescription, dental and vision care insurance benefits to eligible
retirees, eligible retirees’ family members and the family members of deceased employees
as a single-employer plan. Eligible persons include employees with a minimum of ten years
of eligible MetCom service entering an immediate retirement, family members of eligible
retirees and family members of deceased employees. MetCom pays a percentage of
premiums based on the date of hire and number of years of service. For employees hired
prior to May 10, 2007, the percentage ranges from 53.13% with ten years of service to 85%
with 16 or more years of service. The percentages for employees hired on or after May 10,
2007, range from 21.25% with 15 years of service to 85% with 30 years of service. There is
no statutory or contractual requirement to provide these benefits, and they may be changed
or modified by MetCom’s Board of Commissioners.
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7.

OTHER POST-RETIREMENT BENEFITS (OPEB) (continued)
Plan Description (continued)

MetCom’s OPEB plan is administered through the single-employer Retiree Benefit Trust of
St. Mary’s County Metropolitan Commission as an irrevocable trust. Assets of the trust are
dedicated to providing post-retirement health, prescription, dental and vision coverage to
current and eligible future retirees. The Trust’s financial statements are prepared using the
accrual basis of accounting. Contributions are recognized in the period in which the
contributions are due. Benefits are recognized when due and payable. The Trust assets are
invested with the Maryland Local Government Investment Pool and the Maryland
Association of Counties (MACo) OPEB Trust. The OPEB Trust does not issue a stand-alone
financial report.

As of June 30, 2019, and 2018, membership consisted of:

2019 2018
Retirees and beneficiaries currently receiving benefits 20 11
Active plan members 73 73
Total 93 84

Investments

MetCom’s investment authority is established in the Retiree Benefit Trust of St. Mary’s
County Metropolitan Commission. For the years ended June 30, 2019 and 2018, the annual
money weighted rate of return of the OPEB Trust was 6.68%.

Net OPEB Liability

The components of the net OPEB liability of MetCom as of June 30, were as follows:

2019 2018
Total OPEB liability $ 9,349,833 $ 9,007,972
Plan fiduciary net position (6,292,184) (5,481,334)
Net OPEB liability $ 3,057,649 $ 3,526,638
Plan fiduciary net position as a percentage
of the total OPEB liability 67.30% 60.85%
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7. OTHER POST-RETIREMENT BENEFITS (OPEB) (continued)
Actuarial Assumptions
The total OPEB liability was determined by an actuarial valuation as of June 30, 2018,

rolled forward to June 30, 2019 using the following actuarial assumptions, applied to all
periods included in the measurement, unless otherwise specified:

Acturial cost method Entry age normal
Inflation 2.30%
Salary increases 3.00%
Investment rate of return 6.00%

Healthcare cost trend rate 8.6% trending to 4.0% (pre-medicate) and 3.9% (post-Medicare)
Discount Rate 6.68%

The long-term nominal expected rate of return on OPEB plan investments of 6.68% was
determined using a building block method where return expectations are established for
each asset class. The building block approach uses the current underlying fundamentals, not
historical returns. Spread and the risk-free rate are used for fixed income; and dividends,
earnings growth and valuation are used for equity. These return expectations are weighted
based on asset/target amounts.

The discount rate used to measure the total OPEB liability was 6.68% as of June 30, 2019.
The projection of cash flow used to determine the discount rate assumed that the MetCom’s
contributions will be made at rates equal to current contributions levels.

The sensitivity of the net OPEB liability to a 1% change in the projected healthcare cost
trend rate and discount rate is as follows:

1% Decrease Medical Trend 1% Increase
2.90% 3.90% 4.90%
Net OPEB Liability $1,494,433 $ 3,057,649 $5,092,491
1% Decrease Discount Rate 1% Increase
5.68% 6.68% 7.68%
Net OPEB Liability $4,857,935 $ 3,057,649 $1,651,972
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7. OTHER POST-RETIREMENT BENEFITS (OPEB) (continued)
Actuarial Assumptions (continued)
For the year ended June 30, 2019, the County recognized OPEB expense of $464,889. As of

June 30, 2019, the County reported deferred outflows of resources and deferred inflows of
resources related to OPEB from the following sources:

Deferred Deferred

Outflows of Inflows of

Resources Resources
Differences Between expected and actual experience $ 54,599 $ -
Changes of assumptions - 294,107

Net Difference between projected and actual earnings

on OPEB plan Investments 87,860 -
$ 142,459 $ 294,107

The amounts reported as deferred outflows of resources and deferred inflows of resources
related to the OPEB plan will be recognized in pension expense as follows:

Year Ending June 30, Amount

2020 $ (4,305)
2021 (4,303)
2022 3,630
2023 (12,998)
2014 (26,459)

Thereafter (107,213)
Total $ (151,648)

39



ST. MARY’S COUNTY METROPOLITAN COMMISSION

Notes to the Financial Statements
June 30, 2019 and 2018

8.

RATE SETTING

MetCom is required by law to set rates which are sufficient to cover both operating
expenses and debt service. Depreciation of the plant and collection systems is not an
allowable cost for purposes of setting rates. A reconciliation of the results of operations for
financial reporting and rate-setting purposes is as follows:

2019 2018

Change in net position - per financial statements $ 8,146,510  § 4,720,474
Add:

Depreciation - facilities 0,522,123 6,223,683
Less:

Principal payment on capital debt 6,408,323 6,028,406

Repayment of internal pension loan - 113,092

OPEB (263,144) 78,174

Pension accrual 134,621 19,509

Capital contributions 2,712,559 2,004,869
Excess (deficiency) of revenue over expenses -

rate-setting method $ 5676274 §  2700,107
RISK MANAGEMENT

MetCom is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; injuries to employees; and related disasters.
MetCom is a member of the Local Government Insurance Trust (LGIT) sponsored by the
Maryland Municipal League (MML) and the Maryland Association of Counties. The LGIT
is a self- insured public entity risk pool offering general liability, excess liability, business
auto liability, police legal liability, public official liability and property coverage.

LGIT is capitalized at an actuarially determined level to provide financial stability for its
local government members and to reduce the possibility of assessment. The trust is owned
by the participating counties and cities and managed by a Board of Trustees elected by the
members.

Annual premiums are assessed for the various policy coverages. The agreement for the
formation of LGIT provides that the trust will be self-sustaining through member premiums
and will reinsure through commercial companies for claims in excess of $1,000,000 for
each insured event. Settled claims resulting from these risks have not exceeded commercial
insurance coverage in the past fiscal year. MetCom paid premiums of approximately
$133,000, during the years ended June 30, 2019 and 2018.

40



ST. MARY’S COUNTY METROPOLITAN COMMISSION

Notes to the Financial Statements
June 30, 2019 and 2018

10. SUBSEQUENT EVENTS

MetCom evaluated the subsequent events and transactions through December 20, 2019, the
date these financial statements were available for issue and have determined that no
material subsequent events have occurred, other than noted above, that would affect the
information presented in the accompanying basic financial statements or require additional
disclosure.
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ST. MARY’S COUNTY METROPOLITAN COMMISSION

Schedule of Proportionate Share of the Net Pension Liability of the Maryland State Retirement and Pension System

and Related Ratios
June 30, 2019 and 2018
2019 2018 2017 2016

Proportion of the System net pension liability (asset) 0.022% 0.021% 0.022% 0.021%
Proportionate share of the System net pension liability (asset) $ 4,533,596 4,558,356 5,077,598 $ 4,394,022
Total $ 4,533,596 4,558,356 5,077,598 $ 4,394,022
Covered-employee payroll $ 5,578,800 5,033,524 5,251,620 $ 4,914,900
Proportionate share of the net pension liability (asset) as a percentage of its covered- 81.26% 90.56% 96.69% 89.40%
Plan fiduciary net position as a percentage of the total pension liability 71.18% 69.38% 65.79% 68.78%

Note- This schedule is presented to illustrate the requirement to show information for 10 years. However, information prior to

June 30, 2016 is not available.
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ST. MARY’S COUNTY METROPOLITAN COMMISSION

Schedule of Contributions and Related Ratios of the Net Pension Liability of the Maryland State Retirement and Pension
System

June 30, 2019 and 2018

2019 2018 2017 2016
Contractually required contribution $ 487,479 $ 430,869 $ 429,057 $ 419,241
Contributions in relation to the contractually required
contribution (487,479) (430,869) (429,057) (419,241)
Contribution deficiency (excess) $ - $ - $ - $ -
Covered-employee payroll $ 5,578,800 $ 5,033,524 $ 5,251,620 $ 4,914,900
Contributions as a percentage of covered-employee
payroll 8.74% 8.56% 8.17% 8.53%

This schedule is presented to illustrate the requirement to show information for 10 years. However, information prior to June 30, 2016 is not available.
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Schedule of Changes in Net OPEB Liability and Related Ratios

Notes to schedule:
Information prior to 2017 is not available
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June 30, 2019
2019 2018 2017

Total OPEB liability:
Service cost 247,056 $ 237,782 $ 229,362
Interest 594,852 553,870 514,257
Differences between expected and actual experience 49,391 12,289 472
Changes of assumptions (326,786) - -
Benefit payments, including refunds of member contributions (222,652) (162,593) (151,091)
Net change in total OPEB liability 341,861 641,348 593,000
Total OPEB liability — beginning 9,007,972 8,366,624 7,773,624
Total OPEB liability — ending (a) 9,349,833 $ 9,007,972 $ 8,366,624
Plan fiduciary net position:
Contributions — employer 728,453 $ 527,000 $ 526,000
Net investment income 305,417 268,969 329,007
Benefit payments (222,652) (162,593) (151,091)
Administrative expense - - -
Net change in plan fiduciary net position 811,218 633,376 703,916
Plan fiduciary net position — beginning 5,480,966 4,847,590 4,143,674
Plan fiduciary net position — ending (b) 6,292,184 $ 5,480,966 $ 4,847,590
County’s Net OPEB Liability — ending (a) — (b) 3,057,649 $ 3,526,638 $3,519,034
Plan fiduciary net position as a percentage of the total OPEB liability 67.30% 60.85% 57.94%
Covered employee payroll 5,246,320 5,381,613 5,194,244
County’s net OPEB liability as a percentage of covered employee payroll 58.28% 65.53% 67.75%



ST. MARY’S COUNTY METROPOLITAN COMMISSION

Schedule of Contributions to Net OPEB and Related Ratios

June 30, 2019 and 2018

Actuarially determined contribution

Contributions related to the actuarially determined contribution

Contribution deficiency (excess)
Covered employee payroll

Contributions as a percentage of covered employee payroll

Methods and assumptions used to determine contribution rates:
Actuarial cost method

Amortization method

Remaining amortization period

Asset valuation method

Inflation

Salary increases

Investment rate of return

Healthcare cost trend rate

2019 2018 017 2016

W15 014 2013 012 011 2010 2009 2008

§ 527,000
527,000

§ 545,000
728,085

§526,000  § 507,000

§ 573,000

$ 550,000
550,000

§ 580,000
596,404

§ 538,000
538,000

§ 431,000 § 405,000 § 514,000

514,000

§ 518,000
801,984

526,000 507,000

(183,089)

573,000 431,000 405,000

(16404) (283984)

5246320 5381613 5194244 5195578

13.88% 9.79% 10.13% 9.76%

Entry age normal

Level percentage of payroll
20 years

Market values

2.30 percent

2.70 percent

6.68 percent

3.90 percent
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ST. MARY’S COUNTY METROPOLITAN COMMISSION

Schedule of Departmental Allocable Operating and Nonoperating Revenues and Expenses

Year Ended June 30, 2019

Operating Revenue:
Service charges
Miscellaneous
Total operating revenue
Operating Expenses:
Direct operating expenses
Administrative expenses
Total operating expenses

Operating income before depreciation
Depreciation
Operating loss

Allocable nonoperating revenue (expenses):

Interest income
Debt service charges
House connection charges, net

Debt service charges - interest and finance charges
Total allocable nonoperating revenue, net

Total allocable net income (loss)
Nonallocable revenue:

Interest income

Other fees

Total nonallocable revenue

Capital contribution

Change in fund net position

Sewer Water Engineering Total

$ 9,214,677 $ 5,064,718 $ 156,682 $ 14,436,077
123,806 121,340 15,303 260,449
9,338,483 5,186,058 171,985 14,696,526
5,375,861 2,283,902 683,990 8,343,753
3,036,666 1,543,305 414,545 4,994,516
8,412,527 3,827,207 1,098,535 13,338,269
925,956 1,358,851 (926,550) 1,358,257
(4,487,829) (1,948,708) (101,950) (6,538,487)
(3,561,873) (589,857) (1,028,500) (5,180,230)
112,347 28,087 - 140,434
6,566,717 5,124,673 - 11,691,390

; 71,230 - 71,230
(900,988) (924,802) - (1,825,790)
5,778,076 4,299,188 - 10,077,264
$ 2,216,203 $ 3,709,331 $ (1,028,500) 4,897,034
421,315

115,602

536,917

2,712,559
S 8146510
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ST. MARY’S COUNTY METROPOLITAN COMMISSION

Schedule of Departmental Allocable Operating and Nonoperating Revenues and Expenses

Year Ended June 30, 2018

Operating Revenue:
Service charges
Miscellaneous
Total operating revenue
Operating Expenses:
Direct operating expenses
Administrative expenses
Total operating expenses

Operating income before depreciation
Depreciation
Operating loss

Allocable nonoperating revenue (expenses):

Interest income
Debt service charges
House connection charges, net

Debt service charges - interest and finance charges
Total allocable nonoperating revenue, net

Total allocable net income (loss)
Nonallocable revenue:

Interest income

Other fees

Total nonallocable revenue

Capital contribution

Change in fund net position

Sewer Water Engineering Total
$ 8,912,204 $ 4,678,773 $ 171,822 $ 13,762,799
87,269 145,959 21,864 255,092
8,999,473 4,824,732 193,686 14,017,891
4,968,191 2,371,791 702,268 8,042,250
3,056,539 1,553,405 417,258 5,027,202
8,024,730 3,925,196 1,119,526 13,069,452
974,743 899,536 (925,840) 948,439
(4,663,956) (2,025,186) (35,780) (6,724,922)
(3,689,213) (1,125,650) (961,620) (5,776,483)
22,467 5,617 - 28,084
6,038,583 4,358,373 - 10,396,956
- 14,029 - 14,029
(1,454,669) (860,117) - (2,314,786)
4,606,381 3,517,902 - 8,124,283
$ 917,168 $§ 2,392,252 $  (961,620) 2,347,800
309,644
58,161
367,805
2,004,869
S 4720474
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ST. MARY’S COUNTY METROPOLITAN COMMISSION

Schedule of Service Charges and Direct Operating Expenses

Year Ended June 30, 2019
Sewer Water Engineering Total
Service charges:

Service charge - metered $ 7,749,360 $ 4,823,683 $ - $ 12,573,043
Service charge - nonmetered 1,331,894 175,848 - 1,507,742
Septage haul revenue 133,423 - - 133,423
Review fees - - 60,045 60,045
Inspection fees - - 93,137 93,137
Residential tap fee sewer - - 3,500 3,500
Cut-on cut-off fees - 65,187 - 65,187

Total service charges $ 9,214,677 $ 5,064,718 $ 156,682 $ 14,436,077

Direct Operating Expenses:

Salaries $ 2,683,836 $ 1,051,813 $ 928,126 $ 4,663,775
Chemicals 437,024 115,555 - 552,579
Contractual employees 3,831 - - 3,831
Employee physicals/uniforms 20,544 8,818 1,569 30,931
Employee training 28,344 8,017 4,306 40,667
Lab/soil testing 8,098 - - 8,098
Leonardtown - treatment plant 135,072 - - 135,072
Maintenance 544,551 310,731 - 855,282
Materials and supplies 114,468 79,892 1,043 195,403
Miscellaneous 38,712 53,732 21,872 114,316
Oil and gas 84,528 1,396 - 85,924
Power 679,514 563,150 4,592 1,247,256
Professional fees - - 6,983 6,983
Safety supplies 9,070 80 - 9,150
Sludge removal 373,104 - - 373,104
SSO fines and penalties - - - -
Telephone 42,372 8,772 4,864 56,008
Temporary labor - - - -
Tools purchased 16,636 8,917 - 25,553
Vehicle operating and mileage 156,157 59,805 19,340 235,302
Water testing - 19,091 - 19,091
Recovery of costs - (5,867) (308,705) (314,572)

Total direct operating expenses $ 5,375,861 $ 2,283,902 $ 683,990 $ 8,343,753
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ST. MARY’S COUNTY METROPOLITAN COMMISSION

Schedule of Service Charges and Direct Operating Expenses

Year Ended June 30, 2018
Sewer Water Engineering Total
Service charges:

Service charge - metered $ 7,486,141 $ 4,456,574 $ - $ 11,942,715
Service charge - nonmetered 1,292,479 174,243 - 1,466,722
Septage haul revenue 133,584 - - 133,584
Review fees - - 71,065 71,065
Inspection fees - - 98,007 98,007
Residential tap fee sewer - - 2,750 2,750
Cut-on cut-off fees - 47,956 - 47,956

Total service charges $ 8,912,204 $ 4,678,773 $ 171,822 $ 13,762,799

Direct Operating Expenses:

Salaries $ 2,587,277 $ 1,083,228 $ 759,613 $ 4,430,118
Chemicals 382,057 97,298 - 479,355
Contractual employees 10,689 - 4,124 14,813
Employee physicals/uniforms 17,858 5,478 4,303 27,639
Employee training 23,072 6,139 5,982 35,193
Lab/soil testing 15,258 - - 15,258
Leonardtown - treatment plant 144,439 - - 144,439
Maintenance 485,227 492,810 1,477 979,514
Materials and supplies 84,173 56,892 10,146 151,211
Miscellaneous 13,839 9,951 1,614 25,404
Oil and gas 88,358 6,454 1,062 95,874
Power 648,404 511,340 4,180 1,163,924
Professional fees - - 8,047 8,047
Safety supplies 21,732 7,524 - 29,256
Sludge removal 240,749 - - 240,749
SSO fines and penalties 2,041 - - 2,041
Telephone 54,102 8,944 11,701 74,747
Temporary labor - - 17,828 17,828
Tools purchased 15,364 4,853 - 20,217
Vehicle operating and mileage 140,525 56,918 20,160 217,603
Water testing - 26,592 - 26,592
Recovery of costs (6,973) (2,630) (147,969) (157,572)

Total direct operating expenses $ 4,968,191 $ 2,371,791 $ 702,268 $ 8,042,250
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ST. MARY’S COUNTY METROPOLITAN COMMISSION

Schedules of Administrative Expenses
Years Ended June 30, 2019 and 2018

2019 2018
Administrative Expenses:
Accounting $ 17,310 $ 17,810
Advertising 6,161 12,664
Bond fees 150 -
Casual labor 14,760 4,560
Commissioners' salaries 14,500 14,500
Computer services 90,746 106,234
Consulting 3,337 16,563
Contractual employees 29,673 42,302
Depreciation 57,487 70,171
Dues and subscriptions 8,455 8,995
Electric 11,763 10,771
Employee training 4,059 4,216
Hospitalization and disability 1,198,767 1,704,380
Insurance 232,434 268,283
Legal 113,039 131,725
Mileage and travel 8,363 2,797
Miscellaneous 73,687 3,771
Office and administrative salaries 1,392,156 1,401,706
Office supplies and expenses 68,465 103,114
On-line fees 127,671 89,365
Payroll taxes 464,197 454,982
Postage expense 82,359 89,269
Retirement 927,526 427,683
Telephone and fax 42,680 46,512
Tuition reimbursement 4,771 1,549
Recovery of costs - (6,720)
Total administrative expenses $ 4,994,516 $ 5,027,202
Allocated to services as follows: $ 3,036,666 $ 3,056,539
Sewer 60.8% and 60.8% 1,543,305 1,553,405
Water 30.9% and 30.9% 414,545 417,258
Engineering 8.3% and 8.3% $ 4,994,516 $ 5,027,202

52



SB & COMPANY.LIC

KNOWLEDGE » QUALITY « CLIENT SERVICE

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
St. Mary’s County Metropolitan Commission

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Govermment Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the St.
Mary’s County Metropolitan Commission (MetCom) as of and for the year ended June 30, 2019,
and the related notes to the financial statements, which collectively comprise MetCom’s basic
financial statements, and have issued our report thereon dated December 20, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered MetCom’s internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of MetCom’s
internal control. Accordingly, we do not express an opinion on the effectiveness of MetCom’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees in the normal course of performing their assigned functions, to prevent,
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be material weaknesses or significant deficiencies. Given
these limitations, during our audit we did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether MetCom’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Owings Mills, Maryland dp
December 20, 2019 /fg F&WW! fa-
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