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THE SEAL OF
THE COMPTROLLER
OF THE TREASURY

Tre ComprroLLER OF THE TREASURY Was

created by Maryland's state constitution of 1851

to have “general superintendence of the fiscal

affairs of the state.” More specifically, the
Comptroller’s Office was created to keep watch over

the State Treasurer whose activities had previously

gone unchecked. The seal was authorized by the
Maryland General Assembly on March 10, 1858,

effective May 1, 1858.'The seal is decorated with a
shield bearing the coats-of-arms (family symbols)

of the Calvert and Crossland families — the
paternal and maternal lineage of George Calvert,
first baronet of Baltimore, who founded the
Maryland Colony in 1634.

Among the symbols on the seal are crossed keys,
symbolizing security. The two keys also represent
the two constitutional fiscal officers: the Comptroller
and the Treasurer. By law, all money paid out of the
State Treasury has to be approved by both.

Further symbols include: an eagle, symbolizing
higher vision; a caduceus, symbol of commerce
and negotiation; a safe, symbolizing financial
security; and a dog, symbolizing the Comptroller’s
role as watchdog or guardian of the public trust.
'The Seal also bears the Comptroller’s motto,
“Crescite et Multiplicamini,” which in Latin

translates to “Increase and Multiply.”
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A MESSAGE
FROM
COMPTROLLER
PETER FRANCHOT

Dear Marylanders,

I'm proud of the track record of sound fiscal management that
my agency has established over the past ten years, and I hope to

continue to build on our accomplishments as we move forward.

As Maryland’s chief fiscal officer, I remain committed to working with
the Governor and the legislature to advance policies that strengthen
our state’s long-term fiscal and economic health, because I am keenly
aware of the fact that while we have made tremendous progress in
our economic recovery since the Great Recession, Maryland families

continue to struggle to make ends meet.

Furthermore, I take great pride in my agency’s national reputation
for providing first-class customer service, safeguarding the
taxpayers’ hard-earned money, and operating in the most
effective and efficient manner possible to ensure the best results.
Providing respectful, responsive, and results-oriented service is

a promise that we have made to all taxpayers of Maryland.

From processing the vast majority of tax returns in less than

3 business days, to combatting tax fraud and identity theft, or
returning billions of dollars of unclaimed property to its rightful
owners, my agency is committed to providing the level of service

that Marylanders expect and deserve.

Sincerely,

/7 U %awéo%

Comptroller Peter Franchot
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TOURISM IN MARYLAND: ‘Hmerica m Miniature”
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Recreation on Deep Creek Lake State Park in Garrett County. Wednesday Night Races on the Chesapeake Bay.
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R House food hall in the Remington neighborhood, Baltimore City. Lakeside rentals, Deep Creek Lake in Garrett County.

aryland is called “America in Miniature”  rivers, mountains, wetlands, the Bay, and the ocean.
for a reason — we have just about every ~ In addition to natural treasures, Maryland is home
kind of natural feature within our state to great restaurants, sports teams, historical and

lines. Without leaving the state, you can visit lakes, cultural institutions and entertainment. H
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Peabody Heights Brewery in Baltimore City.
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card.
ball & Brew SCOr€
: Maryland Base
The inaugural

his year, I introduced the Maryland Baseball

&g Brew Scorecard promotion to encourage

tourism across the state at craft breweries
and baseball-themed attractions. Participants receive
stamps at each location on the scorecard that they
visit. The program highlights Maryland’s growing

craft beer industry as well as the state’s rich history
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Baysox Stadium, Bowie.

of baseball. Whether you're visiting Oakland in
Garrett County and taking in the breathtaking
views of the surrounding mountains, or exploring
the streets of Baltimore City or Annapolis, or
enjoying the scenic views that Maryland’s Eastern
Shore offers, there is never a shortage of places to

visit and things to do in our great state. B
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THE COMPTROLLER’S ECONOMIC INITIATIVE: Reform On TZZP
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The Comptroller at Burley Oak Brewing Company, Worcester County, Berlin, Maryland.

n 2017,1 created the Reform on Tap Task Force
in response to the passage of House Bill 1283
during the 2017 Legislative Session which limits

the growth of Maryland’s craft brewing industry. The new breweries to the state. The craft beer industry is
purpose of this task force is to work with industry one of the fastest growing manufacturing sectors in
leaders to modernize the state’s antiquated beer laws. the United States. However, legislative reform is needed

I chair the task force which is made up of 40 members  in Maryland to spur brewery growth by creating a

representing key stakeholder groups in the state’s beer ~ more economically viable environment. Proper reform
industry. Together, we are performing a comprehensive will allow small brewers to grow their businesses and
review of Maryland’s laws and regulations that currently will also attract new entrepreneurs to the state. My
govern the manufacturing, distribution, and sales of goal is to competitively position Maryland to meet
craft beer. The task force’s goal is to develop a set of the increasing demand for craft beer. I believe the craft

legislative proposals to more sensibly regulate the state’s  beer industry has room to grow in Maryland and can
craft beer industry to promote economic growth by have a positive economic impact on the State by

facilitating existing brewers’ ability to operate as well as creating quality manufacturing jobs. W
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SERVING THE TAXPAYERS: “Respect, Responsi‘veness, Results”

INVESTING IN OUR PUBLIC SCHOOLS.

As a member of the Board of Public Works, I have
voted for more than $3 billion in school construction
projects to renovate and expand our schools and to
ensure that our students, teachers, and staff are able to
learn and work in safe and equitable facilities. To better
prepare our kids to succeed in college and beyond, I
believe it is essential that our schools are equipped with
proper technology and necessary resources that advance

student achievement.

CUSTOMER SERVICE.

My agency’s continued emphasis on delivering excellent
taxpayer service is evident in the work that we do on a
daily basis. In our efforts to improve convenience and
efficiency, this year we opened our first remote customer
call center in Salisbury. The new call center substantially
increased our ability to respond to taxpayers’ calls and
concerns. Additionally, we have announced the future
opening of another call center in Hagerstown. We also
maintain 12 regional branch offices across the State
that provide direct assistance and services to taxpayers
in those areas, and we have dedicated employees who
answer phone calls and emails from Marylanders who

reach out to our office.

TAXPAYER PROTECTION ACT.

'This year the Maryland General Assembly passed the
Taxpayer Protection Act which was my top legislative
priority in recognition of an increasingly sophisticated
area of criminal activity afflicting the nation. The Tax-
payer Protection Act will provide better protection for
Maryland taxpayers against tax fraud and identity theft.
This law expands my agency’s enforcement authority to
protect taxpayer information and hold fraudulent tax

preparers and filers accountable. H
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Comptroller Franchot chats with students during one of his many visits
to schools in Baltimore City.

Underscoring his commitment to providing first class service,
Comptroller Franchot opens his new branch office in Hagerstown.

TAXPAYER PROTECTION ACT
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which strengthens the ability of the Comptroller’s Office to protect Maryland
families from being victimized by tax fraud and identity theft.
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COMPTROLLER WINS AWARD FROM GOVERNMENT FINANCE OFFICERS ASSOCIATION

®

Government Finance Officers Association

Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

State of Maryland

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended

June 30, 2016

G -

Executive Director/CEO
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MARYLAND STATE GOVERNMENT OVERVIEW:

Voters of Maryland

Legislative
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Statutory Committees
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Executive

Judicial

Governor
Lieutenant Governor
Comptroller
Treasurer
Board of Public Works
Adjutant General
Attorney General
Secretary of State

Court of Appeals

Court of Special Appeals
Circuit Courts

District Court of Maryland
Maryland Judicial Conference

Administrative Office of the Courts
Maryland Professionalism Center
State Board of Law Examiners
State Law Library

State Reporter

Principal Executive Departments

Aging Agriculture

Budget & Management

Commerce

Disabilities

Education

Environment General Services

Health

Housing & Community
Development

Human Services

Information Technology

\

[

[

Labor, Licensing,

Juvenile Services & Regulation
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State Police
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Transportation
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Maryland Manual On-Line
Maryland State Archives, 18 October 2017
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Peter Franchot

COM PT RO LLE R Comptroller
0 MARYLAND

Serving the People

December 15, 2017

Honorable Members of the General
Assembly and the Governor,
State of Maryland

The Comprehensive Annual Financial Report (CAFR) of the State of Maryland (State), for the Fiscal Year ended June 30, 2017, includes
the financial statements of the State as well as information required by Title 2, Section 102 of the State Finance and Procurement Article of the
Annotated Code of Maryland. Responsibility for both the accuracy of the presented data and the completeness and fairness of the presentation,
including all disclosures, rests with the Office of the Comptroller.

The statutes of the State require an audit of every unit of the Executive and Judicial branches of government, including the Comptroller
of Maryland’s records, by the Legislative Auditor at least every four years. The Legislative Auditor is required to be and is a certified public
accountant. The Legislative Auditor makes fiscal, compliance and performance audits of the various agencies and departments of the State and
issues a separate report covering each of those audits. The primary purpose of the reports is to present the Legislative Auditor’s findings relative
to the fiscal management of those agencies and departments.

Additionally, my office requires an audit of the State’s basic financial statements by a firm of independent auditors selected by an audit
selection committee composed of members from the Comptroller’s Office and other units of the Executive branch of State government. This
requirement has been compiled with, and the opinion of SB & Company, LLC, has been included in the financial section of this report. SB &
Company, LLC also performed an audit to meet the requirements of the Office of Management and Budget (OMB) 2 CFR 200, “Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards,” and such information is contained in another
reporting package.

The State has issued guidelines to its agencies for establishing effective internal controls. As a recipient of Federal assistance, the State
is responsible for ensuring compliance with laws and regulations related to such assistance. This compliance is accomplished through the internal
control guidelines. Because the cost of internal control should not exceed anticipated benefits, the objective is to provide reasonable, rather than
absolute, assurance that the financial statements are free of any material misstatements.

The accompanying financial statements include all funds of the State (primary government), as well as all component units. Component
units are legally separate entities for which the primary government is financially accountable. The various colleges and universities, the Maryland
Prepaid College Trust of the Maryland 529 Plans, and the Maryland Stadium Authority are reported as major component units. The Maryland
Environmental Service, the Maryland Industrial Development Financing Authority, the Maryland Food Center Authority, and the Maryland
Technology Development Corporation are combined and presented as non-major component units.

Accounting principles generally accepted in the United States of America require that management provide a narrative introduction,
overview and analysis to accompany the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of
transmittal is designed to complement the MD&A and should be read in conjunction with it. The MD&A can be found immediately following the
report of the independent public accountants.

Background Information on the State:

Maryland ratified the United States Constitution on April 28, 1788. Its capitol is Annapolis, where the principal activities of state
government are centered. Its employment is based largely in services, trade and government. These sectors, along with finance, insurance and real
estate are the largest contributors to the gross state product. The State has a bicameral legislature, the General Assembly, composed of the Senate
with 47 members and the House of Delegates with 141 members. The General Assembly meets annually for a 90-day session beginning on the
second Wednesday in January.

The Maryland Constitution requires the Governor to submit to the General Assembly a balanced budget for the following year. The
General Assembly cannot increase the budget except in certain organizational units. The budget currently uses a legally mandated budgetary fund
structure. Each State agency is provided appropriations at a program level, which is the level at which expenditures cannot legally exceed the
appropriations. The State also utilizes an encumbrance system to serve as a tool for managing available appropriations. Maryland maintains its
accounts to conform with the legally mandated budget and also to comply with generally accepted accounting principles. Financial control is
generally exercised under the budgetary system.

COMPTROLLER OF MARYLAND 2 WWW.MARYLANDTAXES.COM



There is a Spending Affordability Committee which consists of certain designated officers of the General Assembly and other members
as may be appointed by the President of the Senate and the Speaker of the House of Delegates. Each year the Committee must submit a report to
the General Assembly’s Legislative Policy Committee and to the Governor recommending the level of State spending, the level of new debt
authorization, the level of State personnel and the use of any anticipated surplus funds.

Also, the General Assembly created a Capital Debt Affordability Committee, the members of which are the Treasurer, the Comptroller,
the Secretary of Budget and Management, the Secretary of Transportation, and one person appointed by the Governor. This Committee is required
to submit to the Governor by October 1 of each year an estimate of the maximum amount of new general obligation debt that prudently may be
authorized. The Committee’s recent reports encompass all tax supported debt, in addition to the general obligation debt, bonds issued by the
Department of Transportation, bonds issued by the Maryland Stadium Authority and capital lease transactions. Although the Committee’s
responsibilities are advisory only, the Governor is required to give due consideration to the Committee’s finding in preparing a preliminary
allocation of new general obligation debt authorizations for the next ensuing fiscal year.

Information on the State’s Economic Condition:

In light of present federal budget uncertainty, risk remains to Maryland’s economic forecast. A lower spending and hiring trajectory for
the federal government will have impacts on Maryland similar to the sequester, under which spending targets will restrain growth in discretionary
spending until 2019. However, fiscal stimulus in the form of tax cuts will benefit the State’s relatively wealthier on average residents. At the same
time, the Federal Reserve is tightening monetary policy, resulting in a higher federal funds rate: additional fiscal stimulus in this context is likely to
lead to tighter monetary policy in order for the Fed to accomplish its dual mandate of low and stable unemployment and inflation.

Fiscal policy will also be a possible positive risk to this forecast. Federal sequestration did little to fix federal fiscal problems or address
national debt. The economic impact of federal fiscal policy reduced economic growth without solving longer term spending issues. The real issues
for the federal fiscal outlook are entitlements (also related to demographics). Should Congress address the real problem, and remove the sequester
altogether, Maryland will grow at a higher trajectory.

Maryland’s economy will expand in 2017 and growth in employment is expected to be 1.3%, down from 1.4% in 2016. Employment
growth in 2018 is expected to slow as a result of having reached full employment and declining working age population growth. Growth in the
average wage for 2017 is expected to rise to 2.3% from 1.6% in 2016. There appear to have been timing issues, such as an extra pay period at the
end of 2015, which has brought artificial volatility to year over year wage growth statistics. The rate of wage growth is expected to increase as the
labor market tightens and workers gain experience, but remain low relative to historical norms. Aggregate wage growth and personal income
measures increase as employment and the average wage improves. The outlook for the largest general fund revenue source, the income tax, is
relatively strong. This is due to Maryland’s strong concentration of wealthy taxpayers. However, comparing the number of taxpayers to population
estimates, the share of Maryland residents filing tax returns has been declining. This suggests that a lesser share of residents are paying personal
income taxes, though the reasons are not known with certainty and the issue requires further analysis.

Revenue growth of the sales and use tax per unit of overall economic growth as well as per dollar spent by consumers appears to have
declined. This is due in part to demographic forces. Beyond middle age, individuals tend to consume less overall and a greater share of non-taxable
services. In addition to the rise of online retailing and digital goods, the internet has enabled a sharing economy and more frequent consumer-to-
consumer sales of used goods. Real estate and construction however, are relative bright spots in the recent history and outlook. The number of
houses in foreclosure has declined back to rates observed in the late 1990s and early 2000s, while sales have been strong. The median existing
house price grew 3.7% in 2016 and is up 4.9% year to date as of October. Employment in residential construction grew 3.2% in 2016. Sales and
use tax receipts point to strength in the construction sector as a whole. In fiscal year 2017, sales and use tax receipts from the construction sector
grew by 4.2%, following growth of 4.4% in fiscal year 2016.

Inflation has been historically low since the Great Recession. As measured by the Consumer Price Index, inflation has risen to 1.8% as of
October. All else equal, lower inflation would mean lower nominal wage growth, as employers do not need to increase nominal wages by as much
to keep up with inflation. An increase in inflation and nominal wage growth would result in higher income tax revenues than would otherwise be
the case. Increasing nominal prices could, by the same logic, lead to faster growth in nominal sales and use tax revenue. However, inflation has
been driven lately by increasing prices of services rather than taxable goods. When all else is not equal, the net effect depends on the cause of
inflation. If the source is negative supply shock, such as during the 1970s oil price spike, real growth, and ultimately tax collections, may be
harmed.

Another risk to Maryland’s economy is oil prices. While oil price changes still impact the economy, the rise of domestic shale oil
producers and their ability to respond quickly to price changes means the US economy is affected to a lesser extent by swings in the international oil
market than was the case in the past. Positive risks include increased infrastructure spending and the expansion of the Panama Canal. 2016 was a
record year in terms of containers and general cargo tons processed. Should there be a meaningful surge in activity and jobs, there will also be
positive indirect and induced impacts.

Major Initiatives and Long Term Financial Planning:

The fiscal year 2018 budget adheres to Spending Affordability Committee recommendations and is structurally balanced. The general
fund spends $17.1 billion which is less than previous year spending and maintains $1 billion in the Reserve Fund for any future write downs in
CQOMPTROLLER
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revenues. The sizeable fund balance and decision not to spend restricted funds from reserve funds provided a cushion in fiscal year 2017 to soften
the impact of the significant decline in anticipated revenues in that year and projected in the budget year.

The budget includes additional funds for business investment, business development, and to support emerging technologies. It allocates
$20 million in the Reserve Fund’s “Sunny Day” Fund for a multi-year commitment to invest in a new international headquarters for Marriott
International, Inc. and $5 million for continued loan payments to the Northrop Grumman Corporation for a $20 million multi-year commitment in
aerospace and defense research. The budget includes $22 million, a 14% increase over the prior year, for the Enterprise Zone Tax Credit program
within economically distressed areas. Also included are $15 million in emerging industries tax credits , including the Biotechnology Investment
Incentive Tax Credit, Cybersecurity Investment Incentive Tax Credit and Cybersecurity Investment Fund. In the area of workforce development,
the fiscal year 2018 allowance includes more than $28 million for job search and occupational skills assistance and on-the-job and entrepreneurial
training. The budget doubles the investment in the Employment Advancement Right Now (EARN) program, which will make $1 million available
for training partnerships for green jobs and $3 million for jobs in cybersecurity and information technology.

Maryland’s public colleges are funded at levels to hold tuition increases to 2%. Local community colleges are provided $256 million in
formula and grant funding in fiscal year 2018, the highest level for these programs. Funding for State financial programs is $129 million, including
$83 million for Educational Excellence Awards distributed on the basis of financial need.

The education budget includes a $60 million increase in direct aid to local schools for a total of $6.4 billion for State aid to public schools.
The budget includes $11 million in additional funds for school lunch and breakfast programs for a total of $440 million in fiscal year 2018.

For health care in the State, an additional $79 million in fiscal year 2018 is provided for health care and group home providers, including
$22 million for the Developmental Disabilities Administration for direct care workers. The Medicaid budget includes $31 million for autism
services. In addition to the $159 million in the fiscal year 2018 budget dedicated to existing non-Medicaid substance use disorder treatment
programs, an additional $4 million will be provided to assist persons with heroin and opioid addiction.

Programs funded by the transfer tax, such as Program Open Space, are provided $186 million, an increase of $64 million from the prior
year. The fiscal year 2018 budget provides $7 million to continue a multi-year fleet upgrade for the Maryland State Police.

The fiscal year 2018 capital budget totals $4.7 billion. The budget limits borrowing for capital projects to $995 million in an effort to
reduce the general fund subsidy for debt service.

Transportation projects are provided $2.8 billion in the 2018 capital budget. Of this amount, $1 billion is expected to be received from
federal funds. Highway projects constitute $1.5 billion, including $643 million in federal aid, the largest share of the capital program for
transportation. Mass transit’s capital budget totals $697 million, with $356 million coming from federal sources. Improvements include $336
million for Purple Line Transitway construction in the Washington area. School construction projects included in the capital budget total $334
million. The budget also includes $20 million to meet the State’s annual commitment to the multi-year Baltimore City schools revitalization and
reconstruction program.

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the State of Maryland for its Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2016.
The Certificate of Achievement is a prestigious national award recognizing conformance with the highest standards for preparation of state and local
government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The State of Maryland has received a Certificate of Achievement for
the last 37 consecutive years (Fiscal Years ended 1980 — 2016). We believe that our current comprehensive annual financial report continues to
conform to the Certificate of Achievement Program requirements, and we are submitting it to the GFOA to determine its eligibility for another
certificate.

The preparation of the Comprehensive Annual Financial Report on a timely basis could not have been accomplished without the efforts
and dedication of the staff of the General Accounting Division with assistance from other personnel from the various departments and agencies of
the State.

I will be pleased to furnish additional information on the State’s finances upon request.

Sincerely,

/7 Un Damicho

Peter Franchot,
Comptroller of Maryland
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

The Honorable Peter Franchot
Comptroller of Maryland

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund information
of the State of Maryland (the State), as of and for the year ended June 30, 2017, and the related notes to the financial
statements, which collectively comprise the State’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

The State’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 control 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 financial statements based on our audit. We did not audit the financial
statements of certain Economic Development Loan Programs; the Maryland Lottery and Gaming Control Agency; certain
Economic Development Insurance Programs; certain foundations included in the higher education component units; the
Maryland Technology Development Corporation; and the Investment Trust Fund. Those financial statements were
audited by other auditors whose reports thereon have been furnished to us, and our opinion, insofar as it relates to the
amounts included for the State, is based solely on the report of the other auditors. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

The financial statements that we did not audit which are listed above represent the percentages of the total assets, total
net position, and total revenues of the accompanying financial statements as listed below.

Percentage of Opinion Unit

Total Net Total Operating
Total Assets Position Revenues
Business-Type Activities
Major -
Certain Economic Development Loan Programs 18.1% 51% 1.8%
Maryland Lottery and Gaming Control Agency 16 0.0 65.8
Non-Major -
Economic Development Insurance Programs 0.6 0.9 0.0
Total percentage of business-type activities 20.3 % 6.0% 67.6 %
Component Units
Major -
Certain foundations included in the higher education component units 14.5% 16.9 % 6.0%
Non-Major -
Maryland Technology Development Corporation 1.1 1.2 0.7
Total percentage of component units 15.6 % 18.1 % 6.7 %
Fiduciary Funds
Investment Trust Fund 5.7% 6.3 % 69.2 %

200 International Circle = Suite 5500 Hunt Valley Maryland 21030 = P 410.584.0060 F 410.584.0061
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the 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 control. 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 financial statements.

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, based on our audit and the reports of the other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the State, as of June 30, 2017, 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
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis; schedule of revenues expenditures and changes in fund balances - budget and actual - budgetary general,
special and federal funds; schedule of employer contributions for Maryland State Retirement and Pension System;
schedule of employer net pension liability for Maryland State Retirement and Pension System; schedule of employer
contributions for Maryland Transit Administration Pension Plan; schedule of changes in net pension liability and
related ratios for Maryland Transit Administration Pension Plan; schedule of employer net pension liability for
Maryland Transit Administration Pension Plan; schedule of investment returns for Maryland State Transit
Administration Pension Plan; schedule of changes in net OPEB liability and related ratios for Other Post-Employment
Benefit Plan; schedule of funding progress for Other Post-Employment Benefit Plan; schedule of employer
contributions for Other Post-Employment Benefit Plan; Schedule of Investment Returns for Other Post-Employment
Benefit Plan; schedule of funding progress for Maryland Transit Administration Retiree Healthcare Benefit Plan; and
the schedule of employer contributions for Maryland Transit Administration Retiree Healthcare Benefit Plan as 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 and the other auditors have applied certain limited procedures to the required
supplementary information 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.

h CQMPTROLLER.
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Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the State’s basic financial statements. The combining financial statements, introductory and statistical sections, and
financial schedules required by law, as listed in the table of contents, are presented for purposes of additional analysis
and are not a required part of the basic financial statements.

The combining financial statements and financial schedules required by law 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 by us and the other auditors. In our opinion and based on the reports of the other auditors,
the combining financial statements, are fairly stated in all material respects in relation to the basic financial statements
as a whole.

The introductory and statistical sections as listed in table of contents have not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and, accordingly, we do not express an opinion or provide any
assurance on them.

Hunt Valley, Maryland d%'p
December 15, 2017 )Xg y‘&WM1 &.
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STATE OF MARYLAND

Management’s Discussion and Analysis

Management of the State of Maryland provides this narrative overview and analysis of the financial activities of the
State for the fiscal year ended June 30, 2017. Please read it in conjunction with the Comptroller’s letter of transmittal,
which can be found in the Introductory Section of this report, and the State’s financial statements which follow this
section.

Financial Highlights
Government-wide

e Maryland reported a deficit of $2.5 billion in fiscal year 2017 and a deficit of $2.4 billion in fiscal year 2016.

e Of the deficit in fiscal year 2017, a deficit balance of $24.6 billion was reported as total unrestricted net position,
which includes a $27.0 billion deficit balance in governmental activities and a $2.4 billion balance in business-
type activities.

e The State’s total net position decreased by $83 million as a result of this year’s operations. The net position for
governmental activities decreased by $536 million. Net position of business-type activities increased by $453
million.

e The State’s governmental activities had total expenses of $36.7 billion; total revenues of $35.1 billion; and net
transfers from business-type activities of $1.0 billion for a net decrease of $536 million.

e Business-type activities had total expenses of $3.8 billion; program revenues of $5.2 billion; general revenues of
$7 million; and transfers out of $1.0 billion for a net increase in net position of $453 million.

e Total State revenues were $40.4 billion, while total costs for all programs were $40.4 billion.
Fund Level

e Governmental funds reported a combined fund balance of $2.0 billion, a decrease of $688 million (25.4%) from
the prior year.

e The general fund reported an unassigned fund balance deficit of $789 million and a remaining fund balance
(nonspendable, restricted, and committed) of $2.1 billion, compared to an unassigned fund balance deficit of
$509 million and a remaining fund balance of $2.3 billion last year. This represents a net decrease of $438
million in general fund, fund balance. The total unassigned fund balance deficit in the governmental funds was
$1.1 billion in the current year and $783 million in the prior year.

e Governmental funds reported a total nonspendable, restricted, and committed fund balance of $3.1 billion in
2017, compared to $3.5 billion in the prior year.

Long-term Debt

e Total bonds and obligations under long-term leases at year end were $19.7 billion, net of related premiums,
discounts and adjustments, a net decrease of $27 million in 2017 (.1%) from the prior year.

e $1.1 billion General Obligation Bonds and $893 million Transportation Bonds were issued during the year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the State of Maryland’s basic financial
statements. The State’s basic financial statements comprise three components: 1) government-wide financial statements,
2) fund financial statements, and 3) notes to the financial statements. This report also contains additional required
supplementary information and other supplementary information in addition to the basic financial statements.
ﬁy&&m%
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Government-wide Financial Statements (Reporting the State as a Whole)

The government-wide financial statements provide a broad overview of the State’s operations in a manner similar to a
private-sector business. The statements provide both short-term and long-term information about the State’s economic
condition at the end of the fiscal year. The statements include all fiscal year revenues and expenses, regardless of
whether cash has been received or paid. The government-wide financial statements include two statements.

The Statement of Net Position presents all of the State’s assets, deferred outflows of resources, liabilities, and deferred
inflows of resources with the difference reported as “net position”. Over time, increases and decreases in the State’s net
position may serve as a useful indicator of whether the financial position of the State is improving or deteriorating.

The Statement of Activities presents information showing how the State’s net position changed during the most
recent 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 not result in cash flows until future fiscal periods (such as uncollected taxes and earned but unused
vacation leave). This statement also presents a comparison between direct expenses and program revenues for each
function of the State.

The above financial statements distinguish between the following three types of state programs or activities:

Governmental Activities — The activities in this section are typically supported by taxes and intergovernmental
revenues, i.e., federal grants. Most services normally associated with the State government fall into this category,
including the Legislature, Judiciary and the general operations of the Executive Department.

Business-Type Activities — These functions normally are intended to recover all or a significant portion of their costs
through user fees and charges to external users of goods and services. These business-type activities of the State include
insurance and loan programs for economic development, the Unemployment Insurance Program, the Maryland Lottery
and Gaming Control Agency (MLGCA), the Maryland Transportation Authority and the Maryland Correctional
Enterprises, a program which constructs office furnishings utilizing the prisons’ inmate population.

Discretely Presented Component Units — The government-wide statements include operations for which the State
has financial accountability, but are legally separate entities. Financial information for these component units is
reported separately from the financial information presented for the primary government. The component unit activities
include Higher Education, the Maryland Prepaid College Trust, the Maryland Stadium Authority and other non-major
proprietary activities. All of these entities operate similarly to private sector business and to the business-type activities
described above. The component unit Higher Education consists of the University System of Maryland, Morgan State
University, St. Mary’s College and Baltimore City Community College and certain affiliated foundations. The non-
major component units include the Maryland Food Center Authority, Maryland Environmental Service, Maryland
Industrial Development Financing Authority, and Maryland Technology Development Corporation.

Complete financial statements of the individual component units can be obtained from the Comptroller of Maryland,
LLG Treasury Building, Annapolis, Maryland 21404.

This report includes two schedules (pages 31 and 33) that reconcile the amounts reported on the governmental fund
financial statements (modified accrual accounting) with governmental activities (accrual accounting) on the government-
wide statements. The following summarizes the impact of transitioning from modified accrual to accrual accounting:

o Capital assets used in governmental activities are not reported on governmental fund statements.

e Certain tax revenues that are earned and other assets that are not available to pay for current period expenditures
are deferred in governmental fund statements, but are recognized on the government-wide statements.
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o Other amounts that otherwise meet the definition of a revenue or expense that relate to a future period are deferred
only on the government-wide statements.

e Unless currently due and payable, long-term liabilities, such as capital lease obligations, compensated absences,
litigation, and bonds and notes payable, only appear as liabilities in the government-wide statements.

e Capital outlays result in capital assets on the government-wide statements, but are reported as expenditures on the
governmental fund statements.

e Bond and note proceeds result in liabilities on the government-wide statements, but are recorded as other
financing sources on the governmental fund statements.

e Certain other transactions represent either increases or decreases in liabilities on the government-wide statements,
but are reported as expenditures on the governmental fund statements.

The government-wide financial statements can be found on pages 26 - 29 of this report.
Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. The State, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. The State’s funds can be divided into three categories:
governmental, enterprise, and fiduciary. Each of these categories uses a different accounting approach.

Governmental funds — Most of the basic services provided by the State are financed through governmental funds.
Governmental funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements, the governmental
fund financial statements focus on near-term inflows and outflows of spendable resources and on the balances of
spendable resources available at the end of the fiscal year. Such information may be useful in evaluating the State’s near-
term inflows and outflows of spendable resources available at the end of the fiscal year. Such information may be useful
in evaluating the State’s near-term financing requirements. These statements provide a detailed short-term view of the
State’s finances that assists in determining whether there will be adequate financial resources available to meet the current
needs of the State.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for governmental
activities in the government-wide financial statements. By doing so, readers may better understand the long-term impact
of the State’s near-term financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities. These reconciliations are presented on the pages immediately
following the governmental funds financial statements.

The State maintains five governmental funds. Information is presented separately in the governmental fund balance
sheet and in the governmental fund statement of revenues, expenditures and changes in fund balances for the General
Fund and the Department of Transportation-special revenue fund, both of which are considered to be major funds. Data
from the remaining three governmental funds are combined into a single, aggregated presentation. Data for the non-major
governmental funds, namely, the debt service fund for general obligation bonds, the debt service fund for transportation
revenue bonds and the capital projects fund, are provided in the form of combining statements elsewhere in this report.
These funds are reported using modified accrual accounting, which measures cash and all other assets which can be
readily converted to cash. The basic governmental funds financial statements can be found on pages 30 and 32 of this
report.
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Enterprise funds — Enterprise funds are used to show activities that operate similar to activities of commercial
enterprises. These funds charge fees for services provided to outside customers including local governments. Enterprise
funds provide the same type of information as the government-wide financial statements, only in more detail. There is no
reconciliation needed between the government-wide business-type financial statements for business-type activities and the
enterprise fund financial statements because they both utilize accrual accounting, the same method used for business in
the private sector.

The State has six enterprise funds, four of which are considered to be major enterprise funds. These funds are:
Economic Development — Loan Programs, the Unemployment Insurance Program, the Maryland Lottery and Gaming
Control Agency and the Maryland Transportation Authority. Data for the non-major enterprise funds, Economic
Development — Insurance Programs and Maryland Correctional Enterprises, are combined into a single aggregated
presentation. Individual fund data for these non-major enterprise funds is provided in the form of combining statements
elsewhere in this report.

The basic enterprise funds financial statements can be found on pages 36 — 40 of this report.

Fiduciary funds — Fiduciary funds are used to account for resources held for the benefit of parties outside the state
government. Fiduciary funds are not reflected in the government-wide financial statements because the resources of these
funds are restricted in purpose and are not available to support the State’s own programs. Fiduciary funds use accrual
accounting.

The State’s fiduciary funds include the Pension and Other Employee Benefits Trust Funds, the Investment Trust
Fund and Agency Funds. The Pension and Other Employee Benefits Trust Funds consist of the Retirement and Pension
System, the Maryland Transit Administration Pension Plan, the Postretirement Health Benefits Trust Fund and the
Deferred Compensation Plan. The Investment Trust Fund accounts for the transactions, assets, liabilities and net position
of an external investment pool. Agency funds account for the assets held for distribution by the State as an agent for other
governmental units, organizations or individuals. Individual fund detail for the fiduciary funds can be found in the
combining financial statements.

The basic fiduciary funds financial statements can be found on pages 41 — 42 of this report.

Combining Financial Statements, Component Units — The government-wide financial statements present information
for the component units in a single aggregated column in the Statement of Net Position and the Statement of Activities.
Combining Statement of Net Position and Combining Statement of Activities have been provided for the Component Unit
Proprietary Funds and provide detail for each major proprietary component unit, with a combining column for the non-
major component units. Individual financial statement information for the non-major component units is provided
elsewhere in this report.

The combining financial statements for the component units can be found on pages 44 — 46 of this report.
Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and the fund financial statements. The notes to the financial statements can be found on pages 48 — 116
of this report.

Required Supplementary Information

The required supplementary information includes budgetary comparison schedules for the budgetary general,
special and federal funds, along with a reconciliation of the statutory and Accounting Principles Generally Accepted
in the United States of America (GAAP) General and Special Revenue Fund, fund balances at fiscal year end and
related notes. This report also presents certain required supplementary information concerning the State’s
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contributions and liabilities for its pension plans and contributions and progress in funding obligations to provide
post-employment healthcare benefits and related notes. Required supplementary information immediately follows the
notes to the financial statements.

Other Supplementary Information
Combining Financial Statements

The combining financial statements referred to earlier in connection with non-major governmental, enterprise, and
fiduciary funds and non-major component units are presented immediately following the required supplementary
information.

Government-Wide Financial Analysis

The State’s combined net position (governmental and business-type activities) totaled $2.5 billion deficit at the end
of 2017 and $2.4 billion deficit at the end of 2016.

Net Position as of June 30,
(Expressed in Millions)

Governmental Business-type
Activities Activities Total
2017 2016 2017 2016 2017 2016

Current and other assets................ $ 6,290 $ 6,945 $ 8317 3 8,258 $ 14607 $ 15,203
Capital assets............coevvenivernnnn. 23,905 22,494 5,992 5,931 29,897 28,425

Total assets..........cocevevennnnn 30,195 29,439 14,309 14,189 44,504 43,628
Total deferred outflows of resources.. 6,146 4,783 104 84 6,250 4,867
Long-term liabilities.................... 40,223 37,470 5,484 5,764 45,707 43,234
Other liabilities...................ceunee 5,100 4,965 768 797 5,868 5,762

Total liabilities...................... 45,323 42,435 6,252 6,561 51,575 48,996
Total deferred inflows of resources... 1,616 1,849 70 74 1,686 1,923
Net position:
Net invested in capital assets........... 16,164 15,311 3,465 3,278 19,629 18,589
Restricted.......cocoveviviiniiiiiiiiinnn, 249 299 2,183 1,902 2,432 2,201
Unrestricted.............coooevinininnn... (27,011) (25,672) 2,443 2,458 (24,568) (23,214)

Total net position................... $ (10,598) $ (10,062) $ 8,091 $ 7,638 $ (2507) $ (2,424)

The largest portion of the State’s net position, $19.6 billion, reflects investment in capital assets such as land,
buildings, equipment and infrastructure, less any related debt to acquire those assets that is still outstanding, as adjusted by
any deferred inflows or deferred outflows of resources. The State uses these capital assets to provide services to citizens.
Consequentially, these assets are not available for future spending. Although the State’s investment in capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

In addition, a portion of the State’s net position, $2.4 billion, represents resources that are subject to external
restrictions or enabling legislation on how they may be used. The remaining balance for unrestricted net position, a deficit
of $24.6 billion, reflects the State’s expenses over revenues.

The following condensed financial information was derived from the government-wide Statement of Activities and
reflects how the State’s net position changed during the fiscal year.
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Changes in Net Position
For the Year Ended June 30,
(Expressed in Millions)

Governmental Business-type
Activities Activities Total
2017 2016 2017 2016 2017 2016
Revenues:
Program revenues:
Charges for SErviCes. ........uvvvivniirineinnnnnn. $ 3321 % 3338 $ 5151 % 4894 3% 8472 $ 8,232
Operating grants and contributions ............. 11,120 10,343 98 131 11,218 10,474
Capital grants and contributions.................. 872 741 872 741
General revenues:
INCOME TAXES ...t 9,828 9,797 9,828 9,797
Sales and USE tAXES.......cvvviiniiiiiiieiinnnn... 4613 4,506 4,613 4,506
Motor vehicle taxes...........ccoveviviiiiiinnn. 2,658 2,555 2,658 2,555
TobacCO taXes . ..ouvniiiiiiieee 387 395 387 395
Insurance company taxes..........c.ccoeeeveenenen.. 512 491 512 491
Property taxes.........ocouviiiiiiiiiiiiiiens 1,100 1,053 1,100 1,053
Estate & inheritance taxes......................... 252 289 252 289
Other taxes ......oveveeeieiiiiei e, 313 312 313 312
Unrestricted investment earnings ................ 121 198 7 16 128 214
Total reVenuesS..........ceviveiiiiiiiiiiiennen, 35,097 34,018 5,256 5,041 40,353 39,059
Expenses:
General government................o.cooeeeeinnn. 946 880 946 880
Health and mental hygiene ...................... 13,414 12,215 13,414 12,215
Education..........coooeiiiiii 8,487 7,860 8,487 7,860
Aid for higher education ......................... 2,323 2,351 2,323 2,351
HUmMan resources............c.oocvvvinininennn. 2,446 2,510 2,446 2,510
Public safety ..........ccooveviiiiii 2,279 2,031 2,279 2,031
Transportation .............coooeiiiiiiiiiienn. 3,479 3,707 3,479 3,707
Judicial .......cooooiii 804 734 804 734
Labor, licensing and regulation................... 349 313 349 313
Natural resources and recreation................... 360 255 360 255
Housing and community development............ 322 283 322 283
Environment...........coooviiiiiiiiiieeen, 111 112 111 112
Agriculture ... 111 95 111 95
COMMETCE ...vvitirinie ettt reeeeneneenes 109 84 109 84
Intergovernmental grants........................... 650 663 650 663
INEEIESt. ...t 483 503 483 503
Economic development insurance programs ... 1 3 1 3
Economic development loan programs ........... 355 412 355 412
Unemployment insurance program ................ 546 571 546 571
Maryland Lottery and Gaming Control Agency.. 2,265 1,994 2,265 1,994
Maryland Transportation Authority............... 538 539 538 539
Maryland Correctional Enterprises ............... 58 58 58 58

Total EXPENSES. .....vvviviieieiieieeeiee e 36,673 34,596 3,763 3,577 40,436 38,173
Increase (decrease) in net position

before transfers ...............cccooiiiiiiiinnns (1,576) (578) 1,493 1,464 (83) 886

Transfers .......coveviiiiiiii 1,040 989 (1,040) (989)

Special Item - Transfer of operations ........ (103) - (103)
Change in net position...................coeevieenenn. (536) 411 453 372 (83) 783
Net position — beginning...............ccoeeeeeeiinnn. (10,062) (10,473) 7,638 7,266 (2,424) (3,207)
Net position —ending.....................ocooeiiall $ (10,598) $ (10,062) $ 8091 3 7638 % (2,507) $ (2,424)
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The following table compares financial information from the Government-wide Statement of Activities for this and the
prior fiscal year to indicate how the State’s revenues and expenses changed from year to year.

Analysis of Changes in Net Position
For the Year Ended June 30, 2017, Compared to June 30, 2016
(Expressed in Millions)

Governmental Business-type Total Primary
Activities Activities Government
Percentage Percentage Percentage
Amount of of Amount of of Amount of of
Increase/ Increase/ Increase/ Increase/ Increase/ Increase/
Revenues: (Decrease)  (Decrease) (Decrease)  (Decrease) (Decrease)  (Decrease)
Program revenues:
Charges for SEIrviCes.........ovvviveiriineinainannns. $(17) -0.5% $ 257 5.3% $ 240 2.9%
Operating grants and contributions............... 777 7.5% (33) -25.2% 744 7.1%
Capital grants and contributions.................. 131 17.7% 131 17.7%
General revenues:
INCOME tAXES ...evveieieieeeee e 31 0.3% 31 0.3%
Salesand USE taXES ......c.eviviiiiiiiin 107 2.4% 107 2.4%
Motor vehicle taxes...............cocooiiiiiiint. 103 4.0% 103 4.0%
Tobacco taxes.......ovvvveiiiiiiiii (8) -2.0% (8) -2.0%
Insurance company taxes...........coceoevevnnnne. 21 4.3% 21 4.3%
Property taxes. ... ...coeuiiiiiiiiii 47 4.5% 47 4.5%
Estate & inheritance taxes ........................ (37) -12.8% 37) -12.8%
Other taxes ......oveeieeiiiiieiee e 1 0.3% 1 0.3%
Unrestricted investment earnings ................ (77) -38.9% (9) -56.3% (86) 40.2%
Total revenues ..........coeeveeiiineineenenn. 1,079 3.2% 215 4.3% 1,294 3.3%
Expenses:
General government..................ceeeuennnn.. 66 7.5% 66 7.5%
Health and mental hygien........................ 1,199 9.8% 1,199 9.8%
Education..........c.oeviiiiiiii 627 8.0% 627 8.0%
Aid for higher education........................ (28) -1.2% (28) -1.2%
HUMan resources. ...........cocoevvvvinininnnnnn.. (64) -2.5% (64) -2.5%
Publicsafety..........cooevviiiiiiin 248 12.2% 248 12.2%
Transportation ............ccooeeviiiiiiiinnns (228) -6.2% (228) -6.2%
Judicial..........coooiii 70 9.5% 70 9.5%
Labor, licensing and regulation................. 36 11.5% 36 11.5%
Natural resources and recreation................ 105 41.2% 105 41.2%
Housing and community development......... 39 13.8% 39 13.8%
Environment............ooooiiiiiiii 1) -0.9% (1) -0.9%
Agriculture. ... 16 16.8% 16 16.8%
COMMEICE. ... 25 29.8% 25 29.8%
Intergovernmental grants........................... (13) -2.0% (13) -2.0%
INterest......oovvviiii (20) -4.0% (20) -4.0%
Economic development insurance programs ... ) -66.7% (2) -66.7%
Economic development loan programs ........... (57) -13.8% (57) -13.8%
Unemployment insurance program ............... (25) -4.4% (25) -4.4%
Maryland Lottery and Gaming Control Agency... 271 13.6% 271 13.6%
Transportation Authority........................... (1) -0.2% (1) -0.2%
Total eXPeNnSes. ........cc.vveeviiiieiiieeennn. $2,077 6.0% $186 5.2% $2,263 5.9%
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2017 REVENUES BY SOURCE - GOVERNMENTAL ACTIVITIES
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2017 EXPENSES BY FUNCTION - GOVERNMENTAL ACTIVITIES

Aid for higher ; o
education 6.3% Judicial 2.2% Education 23.1%

General government
2.6%

Interest 1.3%
Intergovernmenta

1.8%
Housing, Business and

economic
development 1.2%

Public safety 6.2%

Licensing & regulation
1.0%

Human resources 6.6%

Transportation 9.5%

Agriculture,
Environment and
Natural resources 1.6%

Health and mental
hygiene 36.6%

COMPTROLLER OF MARYLAND 16 WWW.MARYLANDTAXES.COM



$4,000
$3,500
$3,000
$2,500
$2,000
$1,500
$1,000

$500

2017 Expenses and Program Revenues - Business-Type Activities

(Expressed in Millions)

W Program Expenses

M Program Revenues
Economic Unemployment Maryland Lottery Maryland Maryland
development - Insurance Program  and Gaming Transportation Correctional
programs Control Agency Authority Enterprises

Governmental Activities

Liabilities and deferred inflows exceeded assets and deferred outflows by $10.6 billion at the end of fiscal year
2017. For the current year, there was a decrease in net position of $536 million from the previous year.

Included in the decrease in net position, capital assets increased by $1.4 billion, deferred outflows, net of
deferred inflows, increased by $1.6 billion, and long-term liabilities increased by $2.8 billion. The major
capital asset events are discussed in the Capital Assets section of this analysis. Among the components of the
increase in long-term liabilities were increases in bonds and notes payable ($291 million); the State’s net
pension liability (NPL) ($2.2 billion); and net other post-employment benefits obligation (OPEB) ($356
million). The increase in bonds and notes payable is discussed in the Long-Term Debt section of this analysis.
The increase in the NPL of $2.2 billion is offset by the net increase in deferred outflows over deferred inflows
related to pensions of $1.5 billion. The increase in deferred outflows for pensions is primarily for a difference
between projected and actual earnings on pension plan investments and changes in actuarial assumptions and
will be recognized as a reduction of the NPL in future years. The NPL and deferred outflows and deferred
inflows related to pensions are discussed in Note 15 to the financial statements. The increase in the net OPEB
obligation resulted from the underfunding of the OPEB annual required contribution.

Business-type Activities

Business-type activities increased the State’s net position by $1.5 billion before transfer of $1.0 billion to
governmental activities, for a net increase of $453 million in net position. The increase compares to an increase of $1.5
billion before transfers of $989 million and a decrease of $103 million for a special item for a transfer of operations, for a
net increase of $372 million in net position, in the prior year. Key elements of this increase are as follows:
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$312 million in the prior year. Net operating income was $451 million compared to $414 million in the prior
year.

i CQMPTROLLER
0f MARYLAND

Serving the People



e The Unemployment Insurance Program net position increased by $53 million in 2017. Net position increased
by $91 million in 2016. Net operating income was $19 million compared to the prior year’s $57 million.
Charges for services (unemployment taxes) decreased by $62 million (9.9%) and benefit payments were
reduced by $25 million (4.3%). Both the amount of taxes paid by Maryland employers and the amount of
benefits received by the unemployed are products of the economic climate. Federal payments for extended
benefits and other programs decreased by $2.3 million (18.6%).

¢ Net position for the Economic Development Loan Programs increased by $74 million compared to a decrease of
$34 million in the prior year. This resulted primarily from activity in the Maryland Water Quality
Administration and Housing’s State Funded Loan Programs. Net income of the Administration increased by
$48 million. A decrease of $9 million in fee revenue to the Administration for a one-time Bay Restoration Fund
fee settlement from Baltimore City in the prior year was offset by a decrease of $58 million in bay restoration
capital grant disbursements, primarily due to large construction reimbursements in the prior year. Net income
of the State Funded Loan Programs increased by $34 million, primarily due to State contributions of $54
million offsetting an operating loss of $24 million.

o Lottery tickets sales were $1.9 billion in 2017, an increase of $26 million or 1.4 % from the prior year. In
2017, MLGCA oversaw the operation of six casinos. Gross video lottery terminal and table game revenue was
$1.4 billion in 2017, an increase of $277 million (24.2%) over the prior year. Operating expenses increased by
$271 million or 13.6% over the prior year largely for an increase of 193 million in commissions paid to casino
operators for the opening of the MGM Casino and an increase in commission rates for the Maryland Live!
Casino and Horseshoe Baltimore Casino of 8% and 7%, respectively, for lost revenue due to the opening of the
MGM Casino. Transfers to governmental activities by MLGCA were $1.1 billion in 2017, an increase of $41
million (3.7%) over 2016.

Financial Analysis of the State’s Funds

As of the end of the current fiscal year, the State’s governmental funds reported a combined fund balance of $2.0
billion, a decrease of $688 million from the prior year. The combined fund balance includes a deficit of $1.1 billion in
unassigned for governmental funds, including a deficit of $789 million for the General Fund, a fund balance of $84
million for the special revenue fund, and a deficit of $348 million for the other governmental funds. The remainder of the
fund balance is nonspendable, restricted, or committed based on the constraints on the specific purposes for which
amounts in that fund can be spent. The remainder of the fund balance is 1) unspendable because it is in the form of
prepaid items, inventories and long-term loans and notes receivable ($675 million); 2) restricted by outside parties or to
pay debt service on general obligation bonds and transportation bonds from specific taxes ($254 million); or 3) committed
to legislated purposes or encumbered as committed fund balance based on the constraints and approval in place at year
end or where appropriate when existing resources are not sufficient to liquidate encumbrances ($2.1 billion). Included in
committed fund balance is $861 million in the “State Reserve Fund” which is set aside to meet future financial needs in
circumstances that are not expected to occur routinely. By law, the Governor must appropriate to the State Reserve Fund,
the General Fund surplus of the second preceding fiscal year that exceeds $10,000,000.

General Fund

The General Fund is the major operating fund of the State. At the end of the current fiscal year, the unassigned fund
balance deficit of the General Fund was $789 million, while total fund balance was $1.4 billion. The fund balance of the
State’s General Fund decreased by $438 million during 2017, compared to an increase of $513 million for 2016.
Revenues increased by $645 million (2.2%) to $29.8 billion while expenditures increased by $1.6 billion (5.3%) to $30.8
billion.

The increase in total revenue was primarily composed of $723 million from federal revenue, a 7.0% increase from the
prior year. This was partially offset by a decrease of $115 million in interest and other investment income for an
unrealized loss on investments of $112 million in the current year compared to an unrealized gain of $19 million in the
prior year. The unrealized loss is primarily due to rising interest rates and a corresponding decline in bond prices.
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General Fund expenditures increased by $1.6 billion. Expenditures for health and mental hygiene increased by $1.1
billion (9.2%), primarily for an increase of 976 million in the Medicaid program for a 9% enrollment increase and a 3%
increase in cost per service and number of services per enrollee.

Transfers in to the General Fund were $1.2 billion in 2017, an increase of $44 million (3.8%) over 2016. Transfers
consisted primarily of $1.1 billion transferred from MLGCA in 2017. Transfers out from the general fund were $679
million this year compared to $601 million for the prior year. This increase was due primarily to an increase of $70
million to the capital projects fund for Program Open Space and waterway improvements.

Special Revenue Fund

The Maryland Department of Transportation special revenue fund accounts for resources used for operation of the
State’s transportation activities, not including debt service and pension activities. The fund balance of the Department’s
special revenue fund was $203 million as of June 30, 2017, an increase of $92 million compared to a decrease of $245
million in the prior fiscal year. Revenues increased by $340 million (8.7%), expenditures increased by $308 million
(7.0%), and other sources of financial resources increased by $305 million. The increase in revenues was primarily from
an increase in motor vehicle taxes and fees of $103 million (4.0%) and an increase of $248 million (34.4%) in Federal
revenues, including $135 million in capital grants. The increase in expenditures was primarily from an increase in capital
outlays. The increase in other sources of financial resources was substantially due to an increase in bond issues made
during the year, including premiums received and net of amounts paid to refund previously issued debt ($401 million).

Budgetary Highlights

Differences between the original budget and final amended budget, and the final budget and actual expenditures for
the year are summarized for the General Fund as follows. The budgetary schedule may be found in the Required
Supplementary Information Section.

Overall, the change between the original and final amended general fund budget was an increase of $53 million, or
0.3%. The $16 million variance for payments of revenue to civil divisions of the State is due to a $20 million deficiency
that was provided to local jurisdictions to help cover the increased costs of their teachers retirement, offset by $4 million
in local Disparity Grant reductions. The $30 million variance for the Department of Housing and Community
Development results from budget amendments and a deficiency appropriation related to capital projects. The variance in
the Department of State Police is due to $17 million in budget amendments that appropriated funds for increments and
State Law Enforcement Officers Labor Alliance adjustments and realigned appropriations between agencies based on
estimated expenditures for telecommunications.

The difference between the final budget, $17.4 billion, and actual expenditures, $17.0 billion, was $363 million, or
2.1%. Of this amount, $74 million was returned to the general fund, and $289 million was encumbered for future
spending. The variance for the General Assembly is attributable to encumbrances of $18 million that were retained
primarily for building interior maintenance and improvements, critical telecommunications and information technology
equipment, and continued support of wireless communications on the floor of the Senate and House Chambers.
Encumbrances of $44 million, primarily from Neighborhood Revitalization, Rental Housing Programs, and Partnership
Rental Housing capital appropriation programs, created the variance in the Department of Housing and Community
Development. The difference in the Department of Commerce is primarily due to encumbrances of 22 million for grants,
loans, marketing, or small business assistance. The Department of the Environment’s variance is substantially due to a
$10 million budget amendment to increase support for capital programs that had been funded through the use of taxable
general obligation bonds. The variance in the State Reserve Fund is due to funding of $80 million needed for prior
legislative priorities being reverted.
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Significant Differences between Original Budget, Final Budget, and Actual Amounts

for the year ended June 30, 2017 (Expressed in Thousands)
General Fund

Final Budget
Original Final Final Percentage Actual versus Actual  Percentage
Budget Budget Budget Change Amounts Budget Change
Expenditures and encumbrances by function:

Payments of revenue to civil divisions of the State $164,377 $180,150 $15,773 9.6% $179,150 $1,000 0.6%
Public debt........coeviiiiiiiii 283,000 259,395 (23,605) -8.3% 259,395 - 0.0%
Legislative. ...o..ovniiniiiiiicc e 100,596 102,104 1,508 1.5% 84,192 17,912 17.5%
Judicial review and legal..................cooeeinnin. 627,560 634,533 6,973 1.1% 616,442 18,091 2.9%
Executive and administrative control.................. 286,705 239,830 (46,875) -16.3% 228,319 11,511 4.8%
Financial and revenue administration................. 237,292 235,944 (1,348) -0.6% 226,233 9,711 4.1%
Budget and management...................c.oeeiinnnn. 171,715 85,079 (86,636) -50.5% 83,304 1,775 2.1%
General SerVICES. . ..vuuiuniuiiiiiiieieeieieeeaans 72,729 75,375 2,646 3.6% 69,377 5,998 8.0%
Natural resources and recreation...................... 59,340 60,553 1,213 2.0% 60,029 524 0.9%
Agriculture. ... ....ooiiiii 29,264 30,003 739 2.5% 29,905 98 0.3%
Health, hospitals and mental hygiene................. 4,350,441 4,436,494 86,053 2.0% 4,368,961 67,533 1.5%
Human reSOUrCeS. ......o.vieiiniiiiiiieiieiieeeens 626,570 651,244 24,674 3.9% 646,611 4,633 0.7%
Labor, licensing and regulation........................ 49,082 49,648 566 1.2% 44,268 5,380 10.8%
Public safety and correctional services............... 1,245,960 1,258,799 12,839 1.0% 1,217,960 40,839 3.2%
Public education..............ocoeevviiiiiiininiinnnn. 8,067,125 8,078,614 11,489 0.1% 8,035,296 43,318 0.5%
Housing and community development ............... 35,983 65,973 29,990 83.3% 21,352 44,621 67.6%
COMIMIETCE. ... eveeeiei e e 140,317 137,175 (3,142) -2.2% 114,512 22,663 16.5%
EnvIironment............ooeueiviiniinniiiieieiieieinnnn 32,617 41,107 8,490 26.0% 30,107 11,000 26.8%
Juvenile SErviCes. . ... ..ovvviuiineiniiiiiiieieiieinnn. 287,403 276,864 (10,539) -3.7% 271,068 5,796 2.1%
State POLICE. .. c.uvvnieiiiiiiie e 266,899 284,266 17,367 6.5% 283,153 1,113 0.4%
State reserve fund ... 235,336 240,336 5,000 2.1% 160,377 79,959 33.3%
REVETSIONS. ..ttt (30,000) (30,000) 0.0% (30,000) 100.0%
Total expenditures and encumbrances......... $17,340,311 $17,393,486 $53,175 0.3% $17,030,011 $363,475 2.1%

Capital Assets and Debt Administration

Capital assets

At June 30, 2017, the State had invested $29.9 billion (net of accumulated depreciation) in a broad range of capital assets
(see table below). Depreciation expense for the fiscal year totaled $1.4 billion ($1.3 billion for governmental activities and
$142 million for business-type activities). The increase in the State’s investment in capital assets, net of depreciation
expense, for the current fiscal year was $1.5 billion (an increase of $1.4 million for governmental activities and an increase

of $61 million for business-type activities).

Capital Assets as of June 30,

(Net of Depreciation, Expressed in Millions)

Governmental Business-type
Activities Activities Total
2017 2016 2017 2016 2017 2016
Land and improvements..................... $ 3,618 $ 3,526 $ 396 $ 397 $ 4,014 $ 3,923
Art and historical treasures .................. 23 22 23 22
Structures and improvements ............... 3,993 3,835 134 128 4,127 3,963
Equipment .........c.cooeoeiiiiiiiniiinen.n. 907 830 68 77 975 907
Infrastructure ...........c.coeeveinveniinnene. 9,689 9,498 4,172 4,042 13,861 13,540
Construction in progress..................... 5,675 4,783 1,222 1,287 6,897 6,070
Total.. oo $ 23,905 $ 22,494 $ 5,992 $ 5,931 $ 29,897 $ 28,425
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Major capital asset events during the current fiscal year for governmental activities include:

e Continued widening and/or expansion of existing highways and bridges, and various transit, port and motor
vehicle administration construction projects

o Preservation of agricultural and open space land through the purchase of easements
e Veteran’s cemetery improvements

e Improvements to the statewide telecommunications network including One Maryland broadband wiring and high
speed data network wiring

o Energy efficiency improvements in State buildings

o Software developments and upgrades for Department of Human Resources for the Children Electronic Social
Services Information Exchange (CHESSIE) and Client Automated Resources Eligibility System (CARES)
projects

e Construction of a new visitor center, new property acquisitions for the Department of Information Technology
e Construction and improvements to recreation and park facilities under the Department of Natural Resources

e Renovation projects for the Maryland School for the Deaf

e Construction of a new juvenile facility

e Construction and renovations of the Military Department Armories

e Acquisition of helicopters for the State police

e Renovation of police and correctional training facilities

e Building improvements at correctional facilities and at the Department of Health and Mental Hygiene

Elements of increases in capital assets of business-type activities include the expansion of the electronic toll lane
project on the JFK Memorial Highway (1-95), which resulted in increases in infrastructure, and restoration of existing
facilities.

Additional information on the State’s capital assets can be found in footnote 10 of this report.
Long-term debt

The State is empowered by law to authorize, issue and sell general obligation bonds, which are backed by the full faith
and credit of the State. The State also issues dedicated revenue bonds for the Department of Transportation and various
business-type activities. The payment of principal and interest on revenue bonds comes solely from revenues received
from the respective activities. This dedicated revenue debt is not backed by the State’s full faith and credit.

At June 30, 2017, the State had outstanding bonds, net of related premiums, discounts and adjustments, totaling $18.7
billion. Of this amount, $10.5 billion were general obligation bonds, backed by the full faith and credit of the State. The
remaining $8.2 billion were secured solely by the specified revenue sources.

Outstanding Bond Debt as of June 30,

(Expressed in Millions)

Governmental Business-type
Activities Activities Total
2017 2016 2017 2016 2017 2016
General Obligation Bonds (backed by the State)............ $ 10526 $ 10,672 $ 10526 $ 10,672
Transportation Bonds (backed by specific revenues)....... 2,861 2,360 2,861 2,360
Revenue bonds (backed by specific revenues) .............. $ 5345 $ 5631 5,345 5,631
Total ..o $ 13387 $ 13,032 $ 5345 $ 5631 $ 18,732 $ 18,663
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The total increase in bonded debt in the current fiscal year was $69 million ($146 million decrease related to general
obligation bonds, $501 million increase related to transportation bonds, and $286 million decrease related to revenue
bonds). The State’s general obligation bonds are rated Aaa by Moody’s and AAA by Standard and Poors and Fitch.
During fiscal year 2017, the State issued general obligation debt totaling $1.1 billion at a premium of $165 million.

State law limits the amount of Consolidated Transportation Bonds, dedicated revenue debt that may be outstanding as of
June 30 to the amount authorized in the budget, and this amount may not exceed $4.5 billion. The aggregate principal
amount of these bonds that was authorized to be outstanding as of June 30, 2017, was $2.8 billion. The actual par amount in
Consolidated Transportation Bonds outstanding was $2.6 billion.

Additional information on the State’s long-term debt can be found in footnote 11 of this report.
Economic Factors and Next Year’s Budget

The forecast of the Maryland economy by the Board of Revenue Estimates is the basis for Maryland’s revenue
outlook. Employment growth of 1.3% and 0.8% is expected in calendar years 2017 and 2018, respectively. The
unemployment rate was 4.2% in June 2017 and has continued a downward trend since 2012. Historical employment
growth and the unemployment rate for the past five years are depicted below.
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Growth in personal income of 3.6% and 3.7% in calendar years 2017 and 2018, respectively, is expected. General
fund revenues are estimated to increase by 2.6% in fiscal year 2018.

Maryland’s budget in fiscal year 2018 is $43.5 billion, a 1.1% increase over 2017. Key provisions of the budget
include:
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e Providing a general fund budget of $17.1 billion and maintaining $1.0 billion in reserves, including a projected
$144 million fiscal year 2018 surplus.

e To account for general fund revenues projected to be $55 million less than the fiscal year 2017 approved budget,
the fiscal year 2018 budget limits deficiency spending, makes additional budget reductions, and uses the State
Reserve Fund’s Rainy Day Fund greater than 5% of State revenues.

e The budget attempts to surpass the Spending Affordability Committee’s recommendation of a 50% reduction in
the fiscal year 2018 structural deficit.

o Allowing a 2% in-state tuition increase at the University System of Maryland, Morgan State University, and St.
Mary’s College.

e Providing a 2% rate increase for most health and social service providers.
Subsequent Effect of New Governmental Accounting Standards

Beginning in fiscal year 2018, Statement No. 75 of the Governmental Accounting Standards Board will require changes
to the State’s other postemployment benefit (OPEB) accounting and reporting. The net OPEB liability (NOL) defined by
the pronouncement, similar to the unfunded actuarial accrued liability disclosed in Note 16 in the financial statements,
will be reported as a liability on the government-wide statement of net position. It is a present value measure of benefits
to be provided based on the employees’ past service, and accordingly, recognizes the entire net OPEB expense, regardless
of when this expense will be funded. It will replace the net OPEB obligation (NOO) currently reported as a liability. The
NOO is the cumulative difference between required contributions to the OPEB plans to meet obligations as they come due
and actual contributions, and therefore, measures the funding obligation only.

For fiscal year 2017, the State’s contribution to the Employee and Retiree Health and Welfare Benefits Plan was $527
million. The State’s NOL for the Plan was calculated as $11.1 billion as of June 30, 2017. The State’s NOO for the plan
reported as of June 30, 2017, was $4.6 billion.

Requests for Information

This financial report is designed to provide a general overview of the State’s finances for all those with an interest in
the State’s finances. Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to the General Accounting Division, Office of the Comptroller, P.O. Box 746,
Annapolis, Maryland, 21404.
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STATE OF MARYLAND
Statement of Net Position
June 30, 2017
(Expressed in Thousands)

Primary Government

Governmental Business-type Component
Activities Activities Total Units
Assets
CaSh Lo $ 87,110 $ 187,868 $ 274,978  $ 180,426
Equity in pooled invested cash ..., 1,634,718 623,270 2,257,988 2,437,856
INVESTIMENTS ..ottt 255,125 835,716 1,090,841 1,106,149
Endowment INVEStMENTS ........oouviiiiniiiiie e eananes 269,391
Foundation Investments. ........o.ovviiuiiiiieiiiiiiiieeiineenns 1,346,513
INVENLOTIES. ..ttt ettt 125,117 16,193 141,310 12,119
Prepaid {temsS. ....veei e 525,063 525,063 14,326
Taxes receivable, net............ooooiiiiiii i 1,556,273 1,556,273
Intergovernmental receivables ...........c.oooeiiviiiiiiiiiiiin, 1,116,943 1,116,943
Tuition contracts receivable ...........oooviiiiiiiiiiiii. 232,236
Due from primary government.................coeeveveeeninininennnn. 17,642
Due from component Units ..............cooeveeuiiiiiiiiniineiinennn. 1,339 1,339
Other accounts receivable ..........ooviiiiiiiiiiiiiiies 699,233 96,977 796,210 431,229
Loans and notes receivable, net....................cooeiiiiiiin.. 25,888 1,521,445 1,547,333 62,682
Investment in direct financing leases................ccoeiveiin.. 416,055 416,055 103,100
Other @SSELS ...vvviviei ittt 5,192 12,436 17,628 19,996
Restricted assets:
Cash ... 45,366 1,913,150 1,958,516 101,593
Equity in pooled invested cash ..............c.c.cooii.n. 167,847 82,031 249,878
INVESTMENTS ....'vtiieit it 24,661 624,474 649,135 264,735
Taxes receivable, net............cocooiiiiiiiiiiii ... 18,990 18,990
Loans and notes receivable ..................coociiiiiiiinn 1,398 1,762,955 1,764,353
Other accounts receivable ..............c.cooiiiiiiiiiin... 281 224,885 225,166
Capital assets, net of accumulated depreciation:
Land ... 3,617,892 396,549 4,014,441 208,899
Art and historical treasures .............oooveeriiiniiiiiniannn. 22,632 22,632
Structures and other improvements .................c...ceuene.. 3,993,135 133,916 4,127,051 5,503,118
Equipment .........oooviiiiii e 906,754 67,603 974,357 472,027
INfrastructure. .......oooveeieii e 9,689,551 4,172,236 13,861,787 273,575
Construction in PrOZIESS .....uverenenrerenerrenenearenaneanansn 5,674,592 1,221,619 6,896,211 703,126
Total capital @SSets .......o.ovevieriiniereiiienenennnn. 23,904,556 5,991,923 29,896,479 7,160,745
Total @SSetS....ovvniririieiieii e 30,195,100 14,309,378 44,504,478 13,760,738
Deferred outflows of 1€SOUICES. ... ..ovviviiriii i 6,145,094 103,522 6,248,616 657,403
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Primary Government

Governmental Business-type Component
Activities Activities Total Units
Liabilities
Bank overdrafts ..........ooeveiniiniineiei e $ 1,115  $ 1,115
Salaries payable...........oouiiiiiiiiiii e $ 148,463 148,463 $ 108,450
Vouchers payable ...........oooiuiiiiiiii 420,117 420,117
Accounts payable and accrued liabilities ............................ 2,566,446 343,117 2,909,563 351,012
Internal balances ...............oooiiiiiiiiiiiiii s (53,120) 53,120
Due to primary gOVErnment ..............coeueueenenenenanananannnns. 1,339
Due t0 COMPONENt UNIES. .. . uuueeeeeeeeeeeieeeeeeieaeenananns 13,867 13,867
Accounts payable to political subdivisions .......................... 169,858 169,858
Unearned FEVENUE. . ... .ueuenininineneeeie et e e e e eeeeaeaeenes 371,290 29,405 400,695 284,694
INtErest Tate SWAPS. .. ..uuueee ettt eaeaee 1,917 1,917
Accrued insurance on 10an loSses.........cooovviiiiiiiiiiiiiiiinn.. 11,182 11,182 3,211
Other Habilities. .. ...oovviii e 2,073
Bonds and notes payable:
Due withinone year .............ocoooiiiiiiiiiiiieene. 1,057,156 260,085 1,317,241 131,626
Due in more than one year ..............coceeveiiiiiininnn... 12,329,824 5,084,996 17,414,820 1,772,573
Other noncurrent liabilities:
Due within one year...............cooviviiiiiiiiiiiiiieinnn. 405,807 67,908 473,715 208,758
Due in more than one year ..........c..ccceeveveiininneninnnn.. 27,892,780 398,974 28,291,754 2,360,679
Total liabilities. ............ooivviiiiiiiiiiiieens 45,322,488 6,251,819 51,574,307 5,224,415
Deferred inflows of resources .............coooeieiiiiiiiiinnnan.. 1,616,052 70,086 1,686,138 385,138
Net Position
Net investment in capital assets ...........coevvvviriiieneniniinnnnns 16,164,081 3,465,391 19,629,472 5,471,784
Restricted for:
DEDE SEIVICE . vveeeeieee et 238,060 168,058 406,118 2,265
Capital improvements ............co.evevrereenrereiennenenennnn. 564 564 3,333
Higher education-nonexpendable.............................. 887,200
Higher education-expendable .................c.coveininnn.n. 681,788
Unemployment compensation benefits........................ 1,296,480 1,296,480
Loan programs ..........o.veiiriniiiireineeineeiaaeaaes 635,898 635,898 61,183
INSUrance Programs ............ocoeeueueuineninininanananannnns. 81,755 81,755
L0 1 1S P 10,459 10,459
Unrestricted (deficit)........o.ooviiiiiiiiiiee e, (27,010,946) 2,442,849 (24,568,097) 1,701,035
Total net position...........c.cvvveuiiiiniiiiiiiiiennn, $ (10,598,346) $ 8,090,995 $ (2,507,351) $ 8,808,588

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
Statement of Activities
For the Year Ended June 30, 2017
(Expressed in Thousands)

Net (Expense) Revenues and

Program Revenues Changes in Net Assets
Operating Capital Primary Government
Charges for Grants and Grantsand  Governmental Business-type Component
Functions/Programs Expenses Services Contributions Contributions  Activities Activities Total Units
Primary government -
Governmental activities:
General government ................oooiiiiiiie $ 946,670 $ 778,578 $ 82,817 % 2,940 % (82,335) $ (82,335)
Health and mental hygiene.................ccoeeiniinnns. 13,414,334 1,082,744 7,574,704 (4,756,887) (4,756,887)
Education ..........ocoeuiiiiiiiiii e 8,486,468 42,776 1,061,425 (7,382,266) (7,382,266)
Aid for higher education......................coooiiiinnn. 2,323,284 21,645 1,579 (2,300,059) (2,300,059)
HUuman reSOUTCES. .. ..ttt 2,446,063 79,327 1,659,849 (706,887) (706,887)
Public safety..........cooviiiiiiiii 2,278,563 107,146 142,883 9,032 (2,019,502) (2,019,502)
TranSportation ..........c.veueueniniiiniiiieinieeeeeenenns 3,478,387 625,103 94,499 858,187 (1,900,598) (1,900,598)
Judicial.. ..o 803,668 305,700 4,672 (493,297) (493,297)
Labor, licensing and regulation ............................... 349,394 40,645 158,409 (150,340) (150,340)
Natural resources and recreation..................coeevenenn... 360,187 113,522 26,468 1,569 (218,629) (218,629)
Housing and community development ....................... 321,792 31,943 267,746 (22,103) (22,103)
ENVIFONMENt c...vvviiiiiiie e 110,577 39,027 26,638 (44,912) (44,912)
AGICUItUIE .. 111,321 26,993 4,014 (80,314) (80,314)
COMIMEICE ...ttt et ettt et aeaes 109,054 24,892 3,033 (81,129) (81,129)
Intergovernmental grants and revenue sharing............... 649,794 (649,794) (649,794)
TOEETEST v eveeete ittt et et e e eaeaas 483,332 1,106 11,533 (470,694) (470,694)
Total governmental activities..................cceevenn... 36,672,888 3,321,147 11,120,269 871,728 (21,359,746) (21,359,746)
Business-type activities:
Economic development - insurance programs............... 1,227 2,002 1,152 $ 1,927 1,927
Economic development - general loan programs............ 23,498 7,512 (15,986) (15,986)
Economic development - water quality loan programs .... 168,631 155,650 44,040 31,059 31,059
Economic development - housing loan programs........... 163,267 106,882 19,350 (37,035) (37,035)
Unemployment insurance program........................... 546,415 565,671 34,222 53,478 53,478
Maryland Lottery and Gaming Control Agency............ 2,264,581 3,384,334 (2,109) 1,117,644 1,117,644
Maryland Transportation Authority........................... 537,773 869,605 970 332,802 332,802
Maryland Correctional Enterprises....................o....... 57,467 59,067 1,600 1,600
Total business-type activities ...............cccceeennen.. 3,762,859 5,150,723 97,625 1,485,489 1,485,489
Total primary government ........................... 40,435,747 8,471,870 11,217,894 871,728 (21,359,746) 1,485,489  (19,874,256)
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Component Units-

Higher education...............ccooiiiiiiiiiiiiiiien $ 5,431,778 $ 2,637,540 $ 1,429,949 $ 265,897 $  (1,098,392)
Maryland Prepaid College Trust.............ccvvvneveennnn... 39,845 36,667 (3,178)
Maryland Stadium Authority ............c.coooeoiiiiiiii... 252,749 41,211 94,960 (116,578)
Other component UNits...........o.vuvueveereeneenainnenennn.. 207,794 182,490 31,720 6,416
Total component UNitS................oevvenivernineinnnnnn.. $ 5,932,166 $ 2,897,908 $ 1,556,629 $ 265,897 $ (1,211,732)
General revenues:
INCOME taXES «..ouevininitiiiiiii 9,828,434 9,828,434
Sales and USE tAXES .....ovvriiiiiii i 4,612,619 4,612,619
Motor vehicle taxes. ......o.veieiiiiiiiii 2,657,696 2,657,696
TODACCO TAXES +.evenetititetitet et 386,965 386,965
Insurance company taXxes.........o.oveeeeueneirenieeieneneinanns 512,033 512,033
Property taxes ....o.eeeeiniie e 1,099,731 1,099,731
Estate & inheritance taxes............cocoeveieiieiiininanannnn.. 252,118 252,118
(@1 1150 o b PP 312,867 312,867
Grants and contribution not restricted to specific programs... 1,471,602
Unrestricted investment €arnings .............ce.eeeeveeneennnns 120,657 7,482 128,139 204,939
Additions to permanent endowments ..................coceeenne.. 59,379
TIANSTEIS ... vtititit ettt 1,039,758 (1,039,758)
Total general revenues, additions to permanent
endowments, and transfers ..................... 20,822,878 (1,032,276) 19,790,603 1,735,920
Changes in net position...............coevvivireininennennnn.n. (536,868) 453,213 (83,655) 524,188
Net position, beginning of the year.....................c.o.oeene. (10,061,478) 7,637,782 (2,423,696) 8,284,400
Net position, end of the year ..............cccoveiiiiiiiiiiiinn. $ (10,598,346)$ 8,090,995% (2,507,351)$ 8,808,588

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
Balance Sheet
Governmental Funds
June 30, 2017
(Expressed in Thousands)

Special Revenue

Maryland Other Total
Department of Governmental Governmental
General Transportation Funds Funds
Assets:
CaSh oo 87,110 $ 87,110
Equity in pooled invested cash ........................... 1,434,597 $ 67,140 $ 132,981 1,634,718
INVESTMENTS ... ..o 255,125 255,125
Prepaid items ..........oooiii 525,063 525,063
Taxes receivable, net..............ocoviiiiiiiiiiiiin, 1,422,411 133,862 1,556,273
Intergovernmental receivables ........................... 693,375 423,568 1,116,943
Other accounts receivable................................. 609,970 87,008 131 697,109
Due fromother funds...........coooiiiiiiii, 115,339 116,082 231,421
Due from component units.................oeeviviininnn.. 1,339 1,339
INVENEOTIES. ... e e 21,607 103,510 125,117
Loans and notes receivable, net........................... 25,888 25,888
Restricted assets:
CaSh oo 9,497 9,497
Cash with fiscalagent. ...............c.coooiiiiinnt. 35,869 35,869
Equity in pooled invested cash......................... 167,847 167,847
INVESEMENES. ...t 5,217 19,444 24,661
Taxes receivable, Net..........cooiiiiiiiiiiiiniinn, 18,990 18,990
Other accounts receivable...................ccoeenil 281 281
Loans and notes receivable, net........................ 1,398 1,398
Total @SSetS. . ....vvieieiiee e 4,941,916 $ 940,667 $ 632,066 $ 6,514,649
Liabilities:
Salaries payable................cooooii 129,566 $ 18,897 $ 148,463
Voucherspayable ................cocoooiiiiiiii 347,294 $ 72,822 420,116
Accounts payable and accrued liabilities ................ 1,023,069 468,773 34,326 1,526,168
Due to other funds...........coooiiiiiiiiiiiien, 995,414 10,276 52,850 1,058,540
Due to component units ............oooeviiiiinininnn, 13,867 13,867
Accounts payable to political subdivision............... 110,614 46,136 13,108 169,858
Unearned reVENUE ............covvininiiiiiiiininnen. 251,695 23,836 275,531
Accrued self-insurance CostS..........covvvvveeiinnenn... 120,762 120,762
Total liabilities ............ccooooiiiiiiiii, 2,992,281 567,918 173,106 3,733,305
Deferred inflows of resources ..............coevviinnnn. 591,449 169,947 761,396
Fund balances:
Nonspendable...............oooiiiii 571,891 103,510 675,401
RESHICIEA. ...\t 10,459 243,829 254,288
ComMMIttEd. ... 1,564,668 15,402 563,388 2,143,458
Unassigned. .........ovviniiiii e (788,832) 83,890 (348,257) (1,053,199)
Total fund balances................ccooooeviiiinnnn. 1,358,186 202,802 458,960 2,019,948
Total liabilities and fund balances............... 4,941,916 $ 940,667 $ 632,066 $ 6,514,649

The accompanying notes to the financial statement are an integral part of this financial statement.

COMPTROLLER OF MARYLAND

30

WWW.MARYLANDTAXES.COM



STATE OF MARYLAND
Reconciliation of the Governmental Funds' Fund Balance
to the Statement of Net Position, Net Position Balance
June 30, 2017
(Expressed in Thousands)

Amounts reported for governmental activities in the Statement of Net Position (pages 26-27)
differ from the amounts for the governmental funds' fund balances because of:

Amount in governmental funds, fund balance (Page 30) .......c.ouiininiiiii $ 2,019,948
Capital assets used in governmental activities are not financial resources

and, therefore, are not reported inthe fUNAS............oii i 23,904,556
Taxes and other receivables that will not be available to pay for current period

expenditures and, therefore, are deferred inthe funds ... 761,396
Accrued interest payable on bonds and capital leases are not liquidated

with current financial resources in the governmental funds............... .o (160,040)
Other long-term assets not available to pay for current period expenditures .............c.ooviiiiiiiiiiiiiieins 7,316
Deferred outflows of resources not recognized as current period expenditures .............c.covviveiniiniininnenenn.. 6,145,094
Deferred inflows of resources not recognized as current period reVENUES .............ovvivinininininiiiineneiareieanans (1,711,811)

Long-term liabilities are not due and payable in the current period
and, therefore are not reported in the funds:

General Obligation BONAS. .........ouititi i e (9,334,205)
Premiums to be amortized over the life of thedebt ... (1,191,946)
TransSpOrtation BONGS. .. ... ...t e (2,578,385)
Premiums to be amortized over the life of the debt ......... ... (282,443)
ACCrUEd SEIf-INSUFANCE COSTS. ... ..ttt e e eeenenas (247,413)
ACCIUE ANNUALIBAVE. ... .t et (333,013)
Pension IaDIIEIES ... e (21,489,216)
Other post-employment benefits liability ... (4,995,967)
POIULION TEMEAIALION. ...ttt et e e (162,919)
Obligation under Capital IEASES .........inieiii e e e (842,363)
Obligations under capital leases with COmpPoONeNt UNILS. ...........ooveitiii e, (103,100)
Agricultural land preservation installment obligations ..o (3,834)
Net Position of governmental activities (page 26 and 27)..........oviniriririii s $ (10,598,346)

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
Statement of Revenues, Expenditures, and Changes in Fund Balances,

Governmental Funds

For the Year Ended June 30, 2017

(Expressed in Thousands)

Special Revenue

Maryland Other Total
Department of Governmental Governmental
General Transportation Funds Funds
Revenues:
INCOME TAXES. . eve ettt e $ 9,786,505 $ 9,786,505
Salesand USe taXeS ...vuvuirieiiit e 4,609,782 4,609,782
Motor VEhICIE tAXES .. .vvveieeiie e $ 2,657,696 2,657,696
TODACCO tAXES ...t 386,965 386,965
Insurance company taxes 512,033 512,033
PrOPEItY tAXES ...ovvevveieeiie e 324,441 $ 775,290 1,099,731
Estate & inheritance taXxes............ooevveeniiiiiiiiniiiienn. 252,118 252,118
Other taXES. ... et 312,867 312,867
Other licensesand fees ...........coeviiiiiiiiiiiiiieen. 604,004 604,004
Charges for SErVICES ........iviviiiiiieieeiee e 1,538,017 577,392 2,115,409
Interest and other investment income ............................ (63,033) 627 2,532 (59,874)
Federal reVeNUE. ...........ovviiniiiiii e 10,992,657 966,547 11,533 11,970,737
OtheT . 542,086 26,661 6,037 574,784
TOtal FEVENUES ....ovvieiieieiee e 29,798,442 4,228,923 795,392 34,822,757
Expenditures:
Current:
General gOVErNMENt ..........ouuiiniiiiiiiieee e 872,453 872,453
Health and mental hygiene ................c.coooviiiiiniinnnn. 13,334,642 13,334,642
EdUCAEION. ... 7,726,295 354,508 8,080,803
Aid to higher education .................oocoiiiiiiiiiii, 1,990,780 331,970 2,322,750
HUMAN FESOUNCES. ...ttt 2,391,286 2,391,286
Public safety .......oovvviii 2,076,945 2,076,945
Transportation .............ovuveiiiuiii e 1,533,532 1,533,532
Judicial.......ooi 740,041 740,041
Labor, licensing and regulation ..................cocoeeeinnn.. 334,642 334,642
Natural resources and recreation................cc.coeeeienennan. 306,062 306,062
Housing and community development........................... 319,809 319,809
ENVIFONMENt. ..o 108,702 108,702
AGICUITUNE oo 71,000 71,000
COMMEICE .ttt et 106,959 106,959
Intergovernmental grants and revenue sharing ................... 412,329 730,194 237,465 1,379,988
Capital OULIaYS. ......oveiiie e 2,455,869 138,625 2,594,494
Debt service:
Principal retirement ..............coooiiiiii 993,324 993,324
INEEFESE ... 496,946 496,946
Bond iSSUANCE COSES .....vuieeeenieeieieie e 561 3,614 2,177 6,352
Total eXPenditures...........oeueeviiiiiiiiieieeens 30,792,506 4,723,209 2,555,014 38,070,729
Excess (Deficiency) of revenues over (under)
exXpenditures ..........ooevviiiniiiiiie (994,065) (494,286) (1,759,622) (3,247,973)
Other financing sources (uses):
Capital 18aSeS ....ovvieiieieiie e 9,900 15,040 24,940
Bonds issued 650,000 679,680 1,329,680
Refunding bonds issued ..............coocooiiiiiiiiii 242,525 465,685 708,210
Bond premium..........ooiiiiiiii 112,264 176,486 288,750
Advanced lease payments............cocoveviniinininnininnen. (16,270) (16,270)
Payments to refunded bond escrow agent ...................... (277,611) (537,419) (815,030)
Transfersin ....... 1,224,862 215,235 664,450 2,104,547
Transfers out (678,964) (355,190) (30,634) (1,064,788)
Total other sources (uses) of financial resources............ 555,798 585,993 1,418,248 2,560,039
Net changes in fund balances.....................cooeenee. (438,267) 91,707 (341,374) (687,934)
Fund balances, beginningofyear ......................ooeienen. 1,796,453 111,095 800,334 2,707,882
Fund balances, end of year..................cccoiuiiiiainain.... $ 1,358,186 $ 202,802 $ 458,960 $ 2,019,948

COMPTROLLER OF MARYLAND

The accompanying notes to the financial statements are an integral part of this financial statement.

32

WWW.MARYLANDTAXES.COM



STATE OF MARYLAND
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund
Balances of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2017
(Expressed in Thousands)

Amounts reported for governmental activities in the Statement of Activities (pages 28-29) are
different from the amounts reported in the Statement of Revenues, Expenditures,
and Changes in Fund Balances, Governmental Funds because of the following:
Net change in fund balances - total governmental funds (page 32).........covviiiiiiiiiiiiiiiiieeenans $ (687,934)
Governmental funds report capital outlays as expenditures. However in the Statement of
Activities, the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount by which capital outlays exceed
depreciation in the current period.
Capital QULIAYS. .. ..o $ 2,686,995
DEPreCiation BXPEIISE ... ...ttt e (1,251,384) 1,435,611

The net effect of various miscellaneous transactions involving capital assets
(i.e., sales, trade-ins, and donations) is to decrease net position.
Net [0ss on disposals and trade-iNS. ... ... (25,272)

Revenues in the Statement of Activities that do not provide current financial resources are
not reported as revenues in the governmental funds:
Deferred inflows of resources for taxes are recognized

net of revenue already recognized inthe prior Year..............oooviuiiiiiiiiiiiiee e 44,766
Deferred inflows of resources for other revenues are recognized,
net of revenue already recognized inthe Prior year..............ooovviviiiiiiiiiii e 44,568
Revenues from deferred outflows are recognized,
net of revenue already recognized inthe Prior year..............oooviiiiiiii i 1,454,535 1,543,869

The issuance of long term debt (e.g. bonds, leases) provides current financial resources to
governmental funds, while the repayment of the principal of long term debt consumes
current financial resources of governmental funds. Neither transaction, however, has any
effect on net position. Also, the governmental funds report the effect of premiums,
discounts and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the Statement of Activities. This amount is the net
effect of these differences in the treatment of long term debt and related items.

Debt issued, General Obligation BONS............c.oviuiiii i e (655,060)
Debt issued, Transportation BONGS............ouiririiiiiiiii e e (892,525)
Capital 18ase FINANCING .....onotii e (24,940)
Premiums, discounts and deferred outflows of resources on refundings ............................... (49,522)
Principal repayments:
General Obligation BONAS..........ouiuiii e 786,139
TranspOrtation BONGS. ........viii e 460,225
CaPItAl IBASES. ... e et 110,570 (265,113)

Some expenses reported in the Statement of Activities (net of expenses already recognized
in the prior year) do not require the use of current financial resources and, therefore,
are not reported as expenditures in the governmental funds:

PN 0 Lo W (01 (= () PP 1,997

ComMPENSALEA ADSENCES ... ..ttt ittt ettt 8,776

SIS UNANCE. ...\ttt (12,697)

Net pension Hiability ...... ..o (2,189,819)

Other post-employment benefits liability.................oo (356,391)

Pollution remediation Habilities. .............coiii i 8,069

Agricultural Land Preservation obligations ..............ooooiiiiii 2,036 (2,538,029)
Change in net position of governmental activities (page 29) .............coviiiiiiiiiiiiiiiiiiiiiiiiii i $ (536,868)

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
ENTERPRISE FUND FINANCIAL STATEMENTS

Major Funds

Economic Development Loan Programs

This fund includes the direct loan programs of the Maryland Departments of Housing and Community Development,
Commerce and Environment.

Unemployment Insurance Program

This fund reflects the transactions, assets, liabilities and net position of the Unemployment Insurance Program and is
used to account for the unemployment assessments collected from employers, Federal revenue received and remittance
of benefits to the unemployed.

Maryland Lottery and Gaming Control Agency

This fund accounts for the operation of the State Lottery and the regulation of the operation of the Video Lottery
Terminal and table game casinos.

Maryland Transportation Authority

This fund accounts for the activity of the Maryland Transportation Authority, which is responsible for the operation and
maintenance of toll roads, bridges and tunnels in the State.

Non-Major Funds

Other Enterprise Funds

Individual non-major enterprise funds are presented in the combining section following the footnotes.
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STATE OF MARYLAND
Statement of Fund Net Position
Enterprise Funds
June 30, 2017

(Expressed in Thousands)

Economic Maryland
Development Unemployment  Lottery and Maryland Other
Loan Insurance  Gaming Control Transportation Enterprise
Programs Program Agency Authority Funds Total
Assets-
Current assets:
Cash .o $ 1,746 $ 1,983 $ 184,139 $ 187,868
Equity in pooled invested cash..................... 493,226 112,662 $ 17,382 623,270
INVeStmMents .......ooovviiii i 3,969 797,941 801,910
Other accounts receivable...............ccooeeinnn 14,000 48,896 28,486 5,595 96,977
Due from other funds ........................... 96,761 $ 1,834 6,898 105,493
INVENtOTIES ..v'vviieeiie e 5,658 10,535 16,193
Loans and notes receivable, net.. .................. 78,088 78,088
Investment in direct financing leases ............. 26,020 26,020
Other asSetS .....vvviviiiiiiieieeeieeenns 59 1,163 1,222
Current restricted assets:
Cash ..o 573,987 2,905 1,570 153,938 732,400
Cash on deposit with U.S. Treasury............. 1,180,750 1,180,750
Equity in pooled invested cash................... 82,031 82,031
INVestments ..........oeevvvviiieiiiiiiieinnns 40,078 3,438 43,516
Loans and notes receivable, net.................. 88,437 88,437
Other accounts receivable ........................ 70,156 151,382 3,347 224,885
Total current assets ..............ccoevvevinnnnnn.. 1,460,448 1,336,871 171,955 1,203,080 116,706 4,289,060
Non-current assets:
INVeStMents .........ovviiviriiiiiiiiieeeeienes 31,633 2,173 33,806
Loans and notes receivable, net .................... 1,443,357 1,443,357
Investment in direct financing leases .............. 390,035 390,035
Other @sSets .....oovvieiiiii e 11,214 11,214
Restricted non-current assets:
INVEStMENtS. . .....ovoviininiiieriieieiieieeeaas 413,892 29,024 138,042 580,958
Loans and notes receivable, net.................. 1,674,518 1,674,518
Capital assets, net of accumulated depreciation:
Land....c.oooviiiiiiii 396,549 396,549
Structures and improvements ....................... 131,544 2,372 133,916
Equipment...........oooiiiiiiiiiiiiin 54 35,735 28,721 3,093 67,603
Infrastructure..........ooooviiiiiiiiiiii e 4,172,236 4,172,236
Construction in Progress ........o.eueueeeeueeenenens 1,219,691 1,928 1,221,619
Total non-current assets................ocevevenn. 3,563,454 64,759 6,488,032 9,566 10,125,811
Total aSSetS ..vviviiriiietiiiie e 5,023,902 1,336,871 236,714 7,691,112 126,272 14,414,871
Deferred outflows of resources.............coovveennn. 1,917 13,880 79,590 8,135 103,522
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Economic Maryland
Development Unemployment  Lottery and Maryland  Other
Loan Insurance  Gaming Control Transportation Enterprise
Programs Program Agency Authority  Funds Total
Liabilities-
Current liabilities:
Bank overdrafts ...............coooiiii $ 1,115 1,115
Accounts payable and accrued liabilities ....... $ 94,600 39,276 $ 54298 $ 153,146 $ 1,797 343,117
Due to other funds ...........coeveiiiiiiiiinn... 11,307 100,654 46,652 158,613
Accrued insurance on loan losses................ 442 10,740 11,182
Other liabilities .............ccoeveiiiiiinnn.. 37,516 17,948 11,366 1,078 67,908
Unearned revenue...........c.coeeeeiiininn.n. 17 2,237 26,366 785 29,405
Revenue bonds and notes payable - current .... 108,908 151,177 260,085
Total current liabilities........................ 252,790 40,391 175,137 388,707 14,400 871,425
Non-current liabilities:
Interest rate SWaps........ocoeeveiieinineneanennn.. 1,917 1,917
Other liabilities............covvviviiiniiiin. 28,379 79,263 270,625 20,707 398,974
Revenue bonds and notes payable................ 2,269,171 2,815,825 5,084,996
Total non-current liabilities................... 2,299,467 79,263 3,086,450 20,707 5,485,887
Total liabilities...........c.coeveiiiiiiiinns. 2,552,257 40,391 254,400 3,475,157 35,107 6,357,312
Deferred inflows of resources......................... 918 1,104 67,190 874 70,086
Net Position-
Net investment in capital assets................... 54 67 3,457,877 7,393 3,465,391
Restricted for:
Debt SErviCe. ..o 48,487 119,571 168,058
Capital improvements........................... 564 564
Unemployment compensation benefits ....... 1,296,480 1,296,480
Loan programs...........ccevvueiieeninineinnnnns 635,898 635,898
Insurance programs...............ccceeevenennnn.. 81,755 81,755
Unrestricted ..........ooeveeiiiiiiinneens 1,788,205 (4,977) 650,343 9,278 2,442,849
Total net PoSItion. ......cceueuiuiuanananannn.s $ 2472644 $ 1,296,480 $ (4910) $ 4,228,355 $ 98,426 $ 8,090,995

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND
Statement of Revenues, Expenses and Changes in Fund Net Position
Enterprise Funds
For the Year Ended June 30, 2017
(Expressed in Thousands)

Economic Maryland
Development Unemployment  Lottery and Maryland Other
Loan Insurance  Gaming Control Transportation  Enterprise
Programs Program Agency Authority Funds Total

Operating revenues:
Lottery ticket sales..............cocoeiviiiiiiiiiiininn.n. $ 1,931,546 $ 1,931,546
Charges for servicesand sales.......................... $ 149,969 $ 565,671 1,432,044 867,960 $ 60,323 3,075,967
Loanand grant reCOVEries ...........c.oovviverinenannnns 5,221 5,221
Unrestricted interest on loan income .................. 19,364 527 19,891
Restricted interest on loan income ..................... 83,928 83,928
Other .. 4,991 20,706 1,645 219 27,561
Total operating revenues ..................cceeevnennn. 263,473 565,671 3,384,296 869,605 61,069 5,144,114

Operating expenses:
Prizesand claims ...................cocoon 1,196,511 1,196,511
Commissions and bonuses ....................oeuvenn.. 965,273 965,273
Cost of sales and Services..............c.oevevevenennnn. 36,490 45,940 82,430
Operation and maintenance of facilities .............. 255,891 255,891
General and administrative.................ocooeeiei.. 65,781 52,692 35,092 11,492 165,057
Benefit payments ... 546,415 546,415
Capital grant distributions .............................. 171,214 171,214
Depreciation and amortization.......................... 24 12,982 127,868 942 141,816
Provision for insurance on loan losses ................ 7,549 320 7,869
Other .o 24,592 24,592
Total operating eXpenses. .........cccoevevivivinennnnn. 269,160 546,415 2,263,948 418,851 58,694 3,557,068
Operating income (10SS) ..........oevviiinininnnn. (5,687) 19,256 1,120,348 450,754 2,375 1,587,046

Non-operating revenues (expenses):

Unrestricted interest and other investment income ... 7,608 (126) 7,482
Restricted interest and other investment income..... 19,363 24,216 (2,109) 970 1,152 43,592
INtEreSt EXPENSE .....vvveeeeeieieie e (85,448) (633) (112,896) (198,977)
Federal grants and distributions ........................ 44,027 10,006 54,033
Other. .. 5,783 38 (6,026) (205)
Total non-operating revenues (expenses) ............ (8,667) 34,222 (2,704) (118,078) 1,152 (94,075)
Income (loss) before transfers....................... (14,354) 53,478 1,117,644 332,676 3,527 1,492,971
Transfers in......ooooiiiii 88,706 88,706
Transfers OUt........ooovviiiii e, (490) (1,124,531) (3,443) (1,128,464)
Change in net position......................ooeeeenene. 73,862 53,478 (6,887) 332,676 84 453,213
Total net position — beginning ............................... 2,398,782 1,243,002 1,977 3,895,679 98,342 7,637,782
Total net position-ending.................................... $ 2472644 $ 1296480 $ (4910) $ 4,228,355 $ 98,426 $ 8,090,995

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND
Statement of Cash Flows

Enterprise Funds
For the Year Ended June 30, 2017
(Expressed in Thousands)

Economic Maryland
Development Unemployment  Lottery and Maryland Other
Loan Insurance  Gaming Control Transportation Enterprise
Programs Programs Agency Authority Funds Total
Cash flows from operating activities:
Receipts from CuStOMErs ...........ovveiveireiniineineininnns. $ 78,466 $ 586,609 $ 3,378,929 $ 841,386 $ 62,517 $ 4,947,907
Payments to SUPPLETs ........cuveeeuiniiiniiiiinineininenn, (1,799) (63,757) (125,001) (38,103) (228,660)
Payments to emplOyees ..........oevvviiiiniiniiiiniiannnns (33,876) (23,794) (155,600) (17,419) (230,689)
Other TECEIPLS . ounevinie ettt 138,115 136,171 1,255 275,541
Other PAYMENLS .......oeuieetiniieii e (218,542) (550,652) (965,244) (80,785) (719) (1,815,942)
Lottery prize payments.............oeeeeeeeeenenenenenininannnns (1,191,358) (1,191,358)
Net cash from operating activities........................ (37,636) 35,957 1,134,776 616,171 7,531 1,756,799
Cash flows from non-capital financing activities:
Proceeds from the sale of revenue bonds..................... 688,830 688,830
Payment on revenue bonds ...............coceiiiiiiiiiinnn.. (824,139) (25,025) (849,164)
Interest PAYMENtS. ......uvuveieeieieieiineieienanannns (101,728) (20,956) (122,684)
Payments on 10ans ..............coeveviiiiiiiiiiiiaans (557) (557)
Transfers in ........ooooiiiiii 78,060 78,060
TranSfers OUL ......vuiveeii e (490) (1,162,280) (3,443) (1,166,213)
GIAILS .+ttt 49,425 10,006 59,431
Lottery installment payments ..............c.cccoeoeuinennnnn.. (4,715) (4,715)
Net cash from non-capital financing activities......... (110,042) 9,449 (1,166,995) (45,981) (3,443) (1,317,012)
Cash flows from capital and related financing activities:
Principal paid on notes payable and revenue bonds......... (108,550) (108,550)
Interest PAYMENtS ..........oveeieeiiiiieeeiaiaeanennns (633) (118,986) (119,619)
Proceeds from sales of capital assets .......................... (6,268) (6,268)
Acquisition of capital assets............coevuviiiiiiiiinininin. (201,873) (2,791) (204,664)
Payment of capital lease obligations........................... (12,616) (12,616)
Net cash from capital & related
financing activities ............................ (13,249) (435,677) (2,791) (451,717)
Cash flows from investing activities:
Receipts from collections of loans ............................. 253,655 253,655
Receipts from sales of debt instruments-other entities...... 443,977 4,715 803,423 1,252,115
Interest received as returns on loans........................... 109,877 109,877
Interest received on debt instruments of other entities...... 18,167 24,216 (549) 1,152 42,986
Disbursements for 10ans .................cccooveviiininnn... (312,406) (312,406)
Disbursements for debt instruments of other entities...... (417,578) (2,870) (797,493) (1,217,941)
Net cash from investing activities..................... 95,692 24,216 1,845 5,381 1,152 128,286
Net change in cash and cash equivalent..................... (51,986) 69,622 (43,623) 139,894 2,449 116,356
Balance - beginning of the year........................... 1,120,945 1,114,033 159,838 198,183 96,964 2,689,963
Balance - end of the year .............ccocovininininnin. $ 1,068959%  1,183,655% 116,215 $ 338,077 $ 99,413 $ 2,806,319
G s
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STATE OF MARYLAND
Statement of Cash Flows
Enterprise Funds
For the Year Ended June 30, 2017
(Continued)
(Expressed in Thousands)

Economic Maryland
Development Unemployment  Lottery and Maryland Other
Loan Insurance  Gaming Control Transportation Enterprise
Programs Programs Agency Authority Funds Total
Reconciliation of operating income (loss) to net cash
from operating activities:
Operating income (10S8)..........coevveiuiininann.n. $ (5,687) $ 19,256 $ 1,120,348 $ 450,754 $ 2375 $ 1,587,046
Adjustments to reconcile operating income (loss)
to net cash from operating activities:
Depreciation and amortization ................... 24 12,982 127,869 942 141,817
Interest received as returns on loans ............ (111,846) (111,846)
Deferred inflows of resources ................... (332) (3,050) (4,971) (8,353)
Deferred outflows of resources ................... (2,486) (18,625) (101) (21,212)
Deferred prize payments ..................ceuenn.. 2,870 2,870
Effect of changes in assets and liabilities:
Other accounts receivable........................ (1,377) 20,849 (6,348) (685) 3,141 15,580
Due from other funds.............................. (3,364) 89 706 (2,569)
INVENtOTIES. ... vneeeeieeieeeie e (76) 925 849
Loans and notes receivable ....................... 51,095 47,498 344 98,937
Other asSetS......ouvuviriniiiiiiiiiieiiieeennnn, 28 (233) (205)
Accounts payable and accrued liabilities ...... (784) (4,237) 3,971 10,370 190 9,510
Due to other funds ........................ooii 4,778 (22,227) (17,449)
Accrued insurance on loan losses ................ (121) (1,060) (1,181)
Other liabilities...........ovvvviieiiiieienanes. 29,639 4,331 21,676 6,868 62,514
Unearned revenue .............c..oeeeueuenannnnnn.. 7 (588) 1,961 (889) 491
Total adjustments ............c.ocoeeeeviniinennn.. (31,949) 16,701 14,428 165,417 5,156 169,753
Net cash provided (used) by operating activities...... $ (37,636) $ 35,957 $ 1,134,776 $ 616,171 $ 7531 $ 1,756,799
Noncash transactions (amounts expressed in thousands):
Unrealized gain on investments ............................ $ (15,139) $ (2,109)
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STATE OF MARYLAND
Statement of Fiduciary Net Position
Fiduciary Funds
June 30, 2017
(Expressed in Thousands)

Pension and Other

Post-Employment Investment
Benefits Trust Agency
Trust Funds Fund Funds
Assets:
L T o PP $ 1,042,354 $ 91,695
Equity in pooled invested cash...............ocoviiiiiii 630,452
Investments:
U.S. Treasury and agency obligations .................oooooiiiiiiiiiiiii s, 6,452,706 $ 2,636,095
Repurchase agreements. ... .....oveviiiiiii e 96,481
BONGS. ..ttt 3,620,957
Corporate equity SECUNITIES ... ...uvuieiie e 17,170,618
Commercial PAPEY ... 326,403
Bankers aCCePLANCES. .. .. .uinie e
Mortgage related SECUNItIES .........oovvniiiii e 1,531,781
MUtUal FUNS ... 2,634,667 538,646
Guaranteed INVESMENE CONLIACTS .......ooviieeiit it 782,866
REal ESTALE. ...\ ettt 2,697,325
ANNUILY CONTIACTS ©..veieii e 75,756
Private @QUILY......oeieiii e 5,787,953
Commingled funds ..........oiii 9,895,337
Investment held by borrowers under
Securities lent with cash collateral.....................ooiiii . 2,484,281
Total INVESTMENTS ...ouiniiei e 53,134,247 3,597,625
Taxes receivable, Net... ... ..o 199,413
Intergovernmental receivables ... 242,010
Other receivables ... . ..o 1,172,969 1,648
Accounts receivable from state treasury ................oooeiiiiiiiiiiii 880,239
Collateral for 1ent SECUNILIES .........oinii i 2,553,919
TOtal SSELS. .. vttt 57,903,488 3,599,273 2,043,809
Liabilities:
Accounts payable and accrued liabilities........................oon 2,247,343 2,917 185,745
Accounts payable to political subdivisSions.................cococvviiiiiiiinn. 1,858,064
Collateral obligation for lent securities...............coooviiiiiiiiiiiii . 2,553,919
Total liabilities ..o 4,801,262 2,917 2,043,809
Net position:
Restricted for:
Pension DENEfits ... ..o 49,260,183
Deferred compensation benefits. ... 3,535,371
Local Government Investment Pool participants ............................ 3,596,356
Postretirement health benefits................ooiiiiii i 306,673
Total Net POSIION ..........ooiiii $ 53,102,227 $ 3,596,356

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
Statement of Changes in Fiduciary Net Position
Fiduciary Funds
For the Year Ended June 30, 2017
(Expressed in Thousands)

Pension and Other

Post-Employment
Benefits Investment
Trust Funds Trust Fund
Additions:
Contributions:
EMPIOYELS ..vvitiiteie e e $ 1,891,608
IMIETTIDETS ... oottt et et et 938,319 $ 7,963,889
SPOMSOLS . . . ettt e e 712,536
Total CONtrIbULIONS. .. ..ttt 3,542,463 7,963,889
Investment earnings:
Net increase (decrease) in fair value of investments..................... 3,294,398
111053 (o] A 284,795 23,520
DiIVIAENdS ...voveeieeee e 1,538,740
Total investment €arnings .............e.veeeerenineerenenennenenennannns 5,117,933 23,520
Less: INVEStMENt EXPENSE . .vuveventeetineteneneeeenaeeteneneeenaneanenss 333,833 1,068
Net invVestment Carnings. ........o.eeeererineererenenreneneneaneneneenaanss 4,784,100 22,452
Total additions ...........oevieiuiiiii e 8,326,563 7,986,341
Deductions:
Benefit payments ...........oooiiiiiiiii 4,345,202
Distributions to partiCipants .................o.veveierenineneniieiiiaanans 22,455
Redemptions (unit transactions at $1.00 per unit)................c..oeueee. 7,792,584
Refunds. ..o 63,441
AdmIniStrative XPENSES ... .. eueueneninineninet ettt 38,062
Total dedUuCtionS. ... ...cuvuinininii i 4,446,705 7,815,039
Net increase (AECTEASE) ..vuvveninerriniiieeiiieieiieaieeeenann. 3,879,858 171,302
Net position — beginming .............coveveiiiiiiiiiiiie e, 49,222,369 3,425,054
Net Position —ending ..............oooviiniiiiiiii e $ 53,102,227 $ 3,596,356

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
COMPONENT UNIT FINANCIAL STATEMENTS

Major Component Units

Higher Education

Higher education consists of the University System of Maryland, Morgan State University, St. Mary’s College of
Maryland, and Baltimore City Community College and certain of their foundations. Because the universities and colleges
are similar in nature and function, they have been combined and presented as a single component unit. The financial
information for certain foundations affiliated with the universities and colleges has not been included in this fund in
accordance with GASB Statement No. 14 as amended by GASB Statement No. 39.

Maryland Prepaid College Trust

The Maryland Prepaid College Trust is a program of the Maryland 529 Plans and directed by the Board to provide a
means for payment of the cost of tuition and mandatory fees in advance of enrollment at eligible institutions of higher
education.

Maryland Stadium Authority

The Maryland Stadium Authority was created as a body corporate and politic and as an independent unit of the Executive
Department of the State of Maryland. The Authority’s purpose is to acquire land and to construct, operate and/or manage
various capital facilities in the State.

Non-Major Component Units

Other Component Units

Non-major component units are presented individually in the combining section following the footnotes.
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STATE OF MARYLAND
Combining Statement of Net Position
Component Units
June 30, 2017

(Expressed in Thousands)

Maryland
Prepaid Maryland Other
Higher College Stadium Component
Education Trust Authority Units Total
Assets:
Cash ..o $ 130,124 $ 4,108 $ 219 $ 45975 $ 180,426
Equity in pooled invested cash........................ 2,273,463 104,719 59,674 2,437,856
INVESIMENTS ..ovvie e 11,133 1,019,728 75,288 1,106,149
Endowment investments ...............cocoeiininnn. 269,391 269,391
Foundation investments ...............cccoeeeeininennn. 1,346,513 1,346,513
Tuition contracts receivable........................... 76,865 155,371 232,236
Other accounts receivable.............................. 390,630 1,268 10,396 28,935 431,229
Due from primary government........................ 3,775 13,867 17,642
INVENTOTIES .oovvitiii e 12,119 12,119
Prepaid items .............oooeiiiii 14,326 14,326
Loans and notes receivable, net...................... 52,194 2,395 8,093 62,682
Investments in direct financing leases ............... 103,100 103,100
Other assets ........ovvviviiiieiiieiieeceeeeea 10,263 357 9,376 19,996
Restricted assets:
Cash ... 100,061 1,532 101,593
INVEStMENtS. ... 5,005 257,484 2,246 264,735
Capital assets (net of accumulated depreciation)
Land ..o 199,365 9,534 208,899
Structures and improvements........................ 5,382,193 77,952 42,973 5,503,127
Infrastructure ..............coooiiiii 273,377 198 273,575
EQUIPMENt ..o 462,148 9 2,061 7,809 472,027
Construction in progress............ccoeeveveienenenen. 698,459 4,667 703,126
Total @SSEtS ....uvviveiieiiee e 11,707,629 1,180,484 562,458 310,167 13,760,738
Deferred outflows of resources........................ 649,581 481 5,379 1,962 657,403
Liabilities:
Salariespayable..............cooiiii 108,450 108,450
Accounts payable and accrued liabilities ............ 207,512 1,129 103,459 38,912 351,012
Due to primary government ..................coceveee. 916 423 1,339
Unearned reVENUE. .........coevvininininiiininanenannnns. 259,732 13,608 11,354 284,694
Accrued insurance on loan losses..................... 3,211 3,211
Other liabilities..............cooooviiiiiii, 1,858 215 2,073
Bonds and notes payable:
Due withinoneyear ................ccooeviiiinn, 103,270 27,213 1,143 131,626
Due inmorethanone year .......................... 1,280,410 473,171 18,992 1,772,573
Other noncurrent liabilities:
Due withinoneyear ...............cocooiviiiinn.n. 119,739 66,951 110 21,958 208,758
Due inmorethanone year........................... 1,602,666 717,008 23,204 17,801 2,360,679
Total liabilities ..................cooiint. 3,684,553 798,696 627,157 114,009 5,224,415
Deferred inflows of resources: 384,665 40 295 138 385,138
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Maryland

Prepaid Maryland Other
Higher College Stadium Component
Education Trust Authority Units Total
Net position:
Net investment in capital assets...................... $ 5,372,703 $ 9% 57,797 $ 41,275 $ 5,471,784
Restricted:

Debt Service .......ooveviiiiii 2,265 2,265
Capital improvements and deposits ............... 3,321 12 3,333

Nonexpendable:
Scholarships and fellowships.................. 375,840 375,840
Research ..........oocoviiiiiiii, 13,748 13,748
Other ..o 497,612 497,612

Expendable:

Debt SErvice .......ooveviiiiiiiiiee 4,885 4,885
Capital projects .........coveveviviiiiiiinnen. 6,351 6,351
Loans and notes receivable..................... 61,183 61,183
Scholarships and fellowships .................. 163,267 163,267
Research ..........oocoviviiiiii, 116,536 116,536
Other ..o 390,749 390,749
unrestricted..........ooooviiiii 1,285,118 378,899 (119,677) 156,695 1,701,035
Total net position .............cccceeveiiiiiins. $ 8,287,992 $ 382,229 $ (59,615) $ 197,982 $ 8,808,588

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
Combining Statement of Activities
Component Units

For the Year Ended June 30, 2017
(Expressed in Thousands)

Maryland Maryland Other
Higher Prepaid College Stadium Component
Education Trust Authority Units Total
Expenses:
General and administrative ........................ $ 3,382 $ 10,472 $ 19,502 $ 33,356
Operation and maintenance of facilities.......... 390,149 27,832 150,406 568,387
Provision for insurance on loan losses, net ...... 598 598
INSErUCHION ...l 1,421,124 1,421,124
RESEArCH ... 1,033,755 1,033,755
PUBIIC SEIVICE ... 161,659 161,659
Academic SUPPOIt .......oceeviveiiiiiieiiieienes 485,110 485,110
StUdENt SEIVICES ..nveeeee e 264,011 264,011
Institutional SUPPOIt.......c.coeveiiiiiiiiinininn... 577,204 577,204
Scholarships and fellowships ....................... 128,700 128,700
Tuition benefits ........cooovviiiiiiiiiiiiin.. 36,454 36,454
AUXIlIATY oo 624,008 624,008
Hospitals .......coovuieiiii 207,610 207,610
Interest on long-term debt........................... 46,135 21,792 1,098 69,025
Depreciation and amortization..................... 9 17,601 4,299 21,909
Foundation expenses...........c.coviiiinininannns. 92,289 92,289
Other ......oviiiiiii 24 175,052 31,891 206,967
Total EXPEnSes ..ovvvvvinininarararararananannns 5,431,778 39,845 252,749 207,794 5,932,166
Program revenues:
Charges for services:
Student tuition and fees
(net of $323,301) in allowances) .......... 1,407,402 1,407,402
Auxiliary enterprises
(net of $33,068) in allowances)............ 693,871 693,871
Restricted investment earnings ................ 95,164 95,164
Other ..o 441,103 36,667 41,211 182,490 701,471
Total charges for services ............. 2,637,540 36,667 41,211 182,490 2,897,908
Operating grants and contributions ............... 1,429,949 94,960 31,720 1,556,629
Capital grants and contributions .................. 265,897 265,897
Total program revenues............ccceevevennn. 4,333,386 36,667 136,171 214,210 4,720,434
Net program revenue (expense) ........... (1,098,392) (3,178) (116,578) 6,416 (1,211,732)
General revenues:
Grants and contributions not restricted
to specific programs ..............ccoeveinenen.. 1,471,602 1,471,602
Unrestricted investment earnings.................. 89,194 112,875 2,870 204,939
Additions to permanent endowments................... 59,379 59,379
Total general revenues and
additions to permanent endowments... 1,620,175 112,875 2,870 1,735,920
Change in net position.................. 521,783 109,697 (116,578) 9,286 524,188
Net position - beginning of the year .................... 7,766,209 272,532 56,963 188,696 8,284,400
Net position - end of the year............c.coeeuenn... 8,287,992 $ 382,229 $ (59,615) $ 197,982 $ 8,808,588

The accompanying notes to the financial statements are an integral part of this financial statement.
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STATE OF MARYLAND
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Notes to the Financial Statement
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STATE OF MARYLAND

Notes to the Financial Statements
For the Year Ended June 30, 2017

1. Summary of Significant Accounting Policies:

A. Reporting Entity

The accompanying financial statements include the various departments, agencies, and other organizational units governed by the
General Assembly and/or Constitutional Officers of the State of Maryland (State).

As required by accounting principles generally accepted in the United States of America (GAAP), these financial statements
present the state government (primary government) and its component units (entities for which the State is considered to be financially
accountable). The Governmental Accounting Standards Board (GASB) has set forth criteria to be considered in determining financial
accountability. These criteria include the State appointing a voting majority of an organization’s governing body and (1) the ability of
the State to impose its will on that organization, or (2) the potential for the organization to provide specific financial benefits to, or
impose specific financial burdens on, the State.

Discrete Component Units

The discretely presented component units are those entities which are legally separate from the State, but are financially
accountable to the State, or whose relationships with the State are such that exclusion would cause the State’s financial statements to
be misleading or incomplete. The Component Units column of the government-wide financial statements includes the financial data
of the following major component units. Individual statements are presented for each component unit.

Higher Education (Proprietary Fund Type) — Higher Education consists of the University System of Maryland, Morgan
State University, St. Mary’s College of Maryland and Baltimore City Community College and certain of their foundations.
Each entity is governed by its own Board of Regents, or Board of Trustees, whose members are appointed by the Governor.
The universities and colleges are funded through State appropriations, tuition, federal grants, and private donations and
grants. Because the universities and colleges are similar in nature and function, they have been combined and presented as a
single discretely presented component unit. Some of the financial information for foundations affiliated with the universities
and colleges has not been included with the financial information of the universities and colleges in accordance with the
requirements of GASB Statement No. 14, as amended by GASB Statements No. 39 and 61.

The Maryland Prepaid College Trust (Proprietary Fund Type) is a program of the Maryland 529 Plans and directed by
its Board. The Board consists of five State officials and five members of the public appointed by the Governor. The
Maryland Prepaid College Trust provides a means for payment of the cost of tuition and mandatory fees in advance of
enrollment at eligible institutions of higher education. If the Trust’s contract obligations exceed the market value of Trust
assets, State appropriations may be provided.

Maryland Stadium Authority (Proprietary Fund Type) — The Maryland Stadium Authority (Authority) was created as a
body corporate and politic and as an independent unit of the Executive Department of the State. The Authority’s purpose is
to acquire land and to construct, operate and/or manage various capital facilities in the State. The Authority’s Board consists
of seven members, of which, six are appointed by the Governor, with the advice and consent of the State Senate, and one
whom is appointed by the Mayor of Baltimore City, with the advice and consent of the State Senate. The Maryland State
Legislature and the Board of Public Works (consisting of the Governor, Comptroller and Treasurer) have approved all of the
projects and bond issuances of the Authority.

The non-major component units are comprised of the following proprietary fund type entities:

The Maryland Food Center Authority (Authority) is a body corporate and politic, the governing board of which is
composed of twelve members. Four members are State officials, and eight members are appointed by the Governor. The
Authority has statewide jurisdiction to promote the State’s welfare by undertaking real estate development and management
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activities that facilitate the wholesale food industry activity in the public interest. It is subject to State regulations and
approvals, and has received State subsidies.

The Maryland Environmental Service (Service) was created as a body corporate and politic and is governed by a nine-
member Board of Directors. The Board of Directors and the officers of the Service are appointed and/or approved by the
Governor. The Service helps private industry and local governments manage liquid, solid and hazardous wastes. In
accordance with direction from the Governor, the Service plans and establishes major resource recovery facilities, solid waste
management plans and hazardous waste management programs.

The Maryland Industrial Development Financing Authority (MIDFA) was established as a body corporate and politic
and is an instrumentality of the State. MIDFA consists of nine members, the Secretary of the Department of Commerce, or
his designee; the State Treasurer or the State Comptroller, as designated by the Governor; and seven members appointed by
the Governor and confirmed by the Senate. MIDFA is subject to the authority of the Secretary and subject to State finance
regulations. It provides financial assistance to enterprises seeking to locate or expand operations in Maryland.

The Maryland Technology Development Corporation (TEDCO) was established as a body corporate and politic and a
public instrumentality of the State. TEDCO’s Board of Directors consists of 15 individuals; the Secretary of the Department
of Commerce and 14 members appointed by the Governor with the advice and consent of the Senate. Its budget is submitted
to and approved by the State, and its major revenue source is State appropriations. TEDCO was created to assist in
transferring to the private sector and commercializing the results and products of scientific research and development
conducted by the colleges and universities, and to assist in the commercialization of technology developed in the private
sector. TEDCO administers the Maryland Technology Incubator Program, the Maryland Stem Cell Research Fund and the
Maryland Venture Fund.

Complete financial statements of the individual component units and the Maryland Local Government Investment Pool
of the Investment Trust Fund may be requested from the Comptroller of Maryland, LLG Treasury Building, Annapolis,
Maryland 21404.

Related Organizations

The Maryland Economic Development Corporation (MEDCO), Injured Worker’s Insurance Fund and the Maryland Automobile
Insurance Fund are related organizations of the State. The Governor appoints a majority of the Board of Directors, but the State does
not have the ability to impose its will on the organizations, and there is no financial benefit/burden relationship. As of June 30, 2017,
the Economic Development Loan Programs, major enterprise funds, had transactions with MEDCO that included loans, investments
and grants totaling $6,387,000.

B. Government-wide and Fund Financial Statements

The State’s government-wide financial statements (i.e., the statement of net position and the statement of activities) report
information on all non-fiduciary activities of the primary government and its component units. Inter-fund activity has been eliminated
from these statements except for certain charges for services between activities that would distort the direct costs and program
revenues reported for the applicable functions. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on fees and charges for support.
Likewise, the primary government is reported separately from certain legally separate component units for which the primary
government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment is offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. Expenses reported for
functional activities include allocated indirect expenses. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services or privileges provided by a given function or segment and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and other
items not properly included among program revenues are reported instead as general revenues.
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Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though the latter
are excluded from the government-wide financial statements as those assets are not available to support government programs. Major
individual governmental funds and major individual enterprise funds are reported as separate columns in the fund financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and the accrual basis of
accounting, as are the proprietary fund and fiduciary fund (other than the agency funds) financial statements. The agency funds are
reported using the accrual basis of accounting, but have no measurement focus. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the
year for which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by
the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues are considered to
be available when they are collectible within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, the State considers all revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures, as
well as expenditures related to retirement costs, other post-employment benefits, compensated absences, pollution remediation and
claims and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses and interest associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. All other revenue items are considered to be measurable
and available only when cash is received by the government.

The State reports the following major governmental funds:
General Fund:

Transactions related to resources obtained and used for those services traditionally provided by a state government, which are not
accounted for in other governmental funds, are accounted for in the general fund. These services include, among other items, general
government, health and mental hygiene, education (other than higher education institutions), human resources, public safety, judicial,
labor, licensing and regulation, natural resources and recreation, housing and community development, environment, agriculture, and
commerce. Resources obtained from federal grants and used for general fund activities consistent with applicable legal requirements,
are recorded in the general fund.

Special Revenue Fund, Maryland Department of Transportation:

Transactions related to resources obtained, the uses of which are committed for specific purposes, are accounted for in the special
revenue fund. The Maryland Department of Transportation special revenue fund accounts for resources used for operations (other
than debt service and pension activities) of the Maryland Department of Transportation, including construction or improvement of
transportation facilities and mass transit operations. Revenue sources dedicated to transportation operations include the excise taxes
on motor vehicle fuel and motor vehicle titles, a portion of the State’s corporation income tax and the State’s sales tax, wharfage and
landing fees, fare box revenues, bond proceeds, federal grants for transportation purposes and other receipts of the Department’s
agencies.

Enterprise Funds:

Transactions related to commercial types of activities operated by the State are accounted for in the enterprise funds. The
enterprise funds differ from governmental funds in that the focus is on the flow of economic resources, which, together with the
maintenance of equity, is an important financial indicator.

The major enterprise funds are as follows:

1. The Economic Development Loan Programs include the direct loan programs of the Maryland Departments of Housing and
Community Development, Commerce and Environment.
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2. The Unemployment Insurance Program reflects the transactions and account balances of the Unemployment Insurance Program
and is used to account for the unemployment taxes collected from employers, federal revenue received and remittance of benefits
to the unemployed.

3. The Maryland Lottery and Gaming Control Agency operates the State Lottery and regulates the operation of video lottery
terminal (VLT) and table game casinos.

4. The Maryland Transportation Authority is responsible for the operation and maintenance of toll roads, bridges and tunnels in the
State.

Fiduciary Funds

1. The Pension and Other Post-Employment Benefits Trust Funds (Pension and OPEB Trust Funds) include the Maryland State
Retirement and Pension System, Maryland Transit Administration Pension Plan, Deferred Compensation Plan and Post-
Employment Health Benefits Trust Fund. The Pension Trust Funds reflect the transactions and account balances of the plans
administered by the State, and are accounted for using the flow of economic resources measurement focus. The Deferred
Compensation Plan, which is reported as of and for its period ended December 31, accounts for participant earnings deferred in
accordance with Internal Revenue Code Sections 457, 403(b), 401(a), and 401(k). Amounts deferred are invested and are not
subject to Federal income taxes until paid to participants upon termination or retirement from employment, death or for an
unforeseeable emergency. The Other Post-Employment Health Benefits Trust Fund (OPEB Trust) accumulates funds to assist the
State’s Employee and Retiree Health and Welfare Benefits Program finance the State’s postretirement health insurance subsidy.
The OPEB Trust is administered by the Board of Trustees for the Maryland State Retirement and Pension System, and its
transactions and account balances are accounted for using the flow of economic resources measurement focus. The assets of the
Pension and OPEB Trusts are not pooled for investment purposes, and each trust’s assets may be used only for the payment of
benefits to the trust’s members in accordance with the terms of the trust.

2. The Investment Trust Fund reflects the transactions and account balances of the Maryland Local Government Investment Pool
and is accounted for using the flow of economic resources measurement focus.

3. The agency funds are custodial in nature, and do not present the results of operations or have a measurement focus. The State
uses agency funds to account for the receipt and disbursement of litigants, patient and prisoner accounts, various taxes collected
by the State for distribution to political subdivisions and amounts withheld from employee’s payroll.

D. New Pronouncements
GASB statements which have been issued and which affect future periods are the following:

e Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, issued in
June 2015, is effective for fiscal years beginning after June 15, 2017.

e Statement No. 81, Irrevocable Split-Interest Agreements, issued in March 20186, is effective for fiscal years beginning
after December 15, 2016.

e Statement No. 83, Certain Asset Retirement Obligations, issued in November 2016, is effective for fiscal years
beginning after June 15, 2018.

e Statement No. 84, Fiduciary Activities, issued in January 2017, is effective for fiscal years beginning after December
15, 2018.

e Statement No. 85, Omnibus 2017, issued in March 2017, is effective for fiscal years beginning after June 15, 2017.

e Statement No. 86, Certain Debt Extinguishment Issues, issued in May 2017, is effective for fiscal years beginning
after June 15, 2017.

e Statement No. 87, Leases, issued in June 2017, is effective for fiscal years beginning after December 15, 2019.

The State will implement these statements as of their effective dates. While the State is still in the process of determining the
effect of implementing these GASB statements, Statement No. 75 is expected to affect the financial position of the State as described
below.
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The net other postemployment benefits (OPEB) liability (NOL), as established by actuarial valuations under methods and
assumptions required by Statement No. 75, will replace the unfunded actuarial accrued liability previously disclosed for the State
Employee and Retiree Health and Welfare Benefits Plan (Plan) and the Maryland Transit Administration Retiree Healthcare Benefit
Plan. Refer to the unfunded liability in Note 16 to the financial statements. The NOL is a present value measure of benefits to be
provided to current active and inactive employees that is attributable to those employees’ past service, less the amount of the
fiduciaries’ net position. It is required to be reported as a liability on the government-wide statement of net position. It replaces the
net OPEB obligation, which is the cumulative difference between annual required contributions to the OPEB plan, as adjusted, to meet
OPEB obligations as they come due and actual contributions, on the statement of net position. As reported in Note 16, the NOL for
the Plan was $11,085,210,000, as of June 30, 2017.

2. Summary of Significant Accounting Policies- Assets, Deferred Outflows of Resources,
Liabilities, Deferred Inflows of Resources and Net Position or Equity:

A. All Funds:
Deposits with Financial Institutions and Investments:

The State Treasurer’s Office operates a centralized cash receipt, investment and disbursement function for the majority of the
State’s funds as required by statute. Certain enterprise activities, pension funds, agency funds and component units are specifically
exempt from this function in the law. Individual fund equity in pooled invested cash is reported as an asset on the balance sheets of
those funds participating in the centralized cash receipt and disbursement function. Investment earnings accrue to those funds
reporting equity in pooled invested cash only if the law specifically provides for the fund’s accrual of interest earnings.

The State Treasurer’s Office invests short-term cash balances on a daily basis primarily in U.S. Government obligations and
money market mutual funds. Under the State Finance and Procurement Article of the Annotated Code of Maryland, Title 6, Subtitle
2, the State Treasurer may only invest in the following:

e Any obligation for which the United States Government has pledged its faith and credit for the payment of principal
and interest

e Any obligation that a United States agency issues in accordance with an act of Congress

¢ Any obligation unconditionally guaranteed by an eligible supranational issuer

¢ Repurchase agreements that any of the above obligations secure

o Certificates of deposits of Maryland financial institutions

e Bankers acceptances

e  Money market mutual funds

e  Commercial paper

e Maryland Local Government Investment Pool

e  Securities Lending Collateral

In addition, bond sale proceeds may be invested in municipal securities. Collateral must be at least 102% of the book value of the
repurchase agreements, and must be delivered to the State Treasurer’s custodian for safekeeping. The Maryland Local Government
Investment Pool is authorized by Article 95 Section 22G, of the Annotated Code of Maryland to invest in any instrument in which the
State Treasurer may invest. Investments are recorded at fair value, except for the following:

e Investments held by the Maryland Local Government Investment Pool, a qualifying investment pool, are measured at amortized
cost, which approximates fair value.

e Synthetic guaranteed investment contracts that are fully benefit-responsive are measured at contract value.

e Investments in qualifying external investment pools are measured at amortized cost.
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The State 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. Level 1 inputs are quoted prices
in active markets for identical assets. Level 2 inputs are significant other observable inputs. Level 3 inputs are significant
unobservable inputs.

Changes in fair value are recognized as revenue. Investments maturing within 90 days of purchase are reported in the financial
statements as cash and cash equivalents.

The Maryland State Retirement and Pension System (System), in accordance with State Personnel and Pension Article Section
21-123 of the Annotated Code of Maryland, is permitted to make investments subject to the terms, conditions, limitations and
restrictions imposed by the Board of Trustees of the System. The law further provides that no more than 25% of the assets that are
invested in common stocks may be invested in non-dividend paying common stocks. In addition, no investment in any one
organization may constitute more than 5% of the total assets of the System. The System is authorized by Section 21-116 of the State
Personnel and Pensions Article to establish and maintain the investment policy manual, which authorizes investing in all major sectors
of the capital market in order to diversify and minimize total investment program risk. Such sectors would include, but are not limited
to, common stock, preferred stock, convertible securities, warrants and similar rights of U.S. and non-U.S. companies; private equity —
direct/partnership/funds; real estate investment trusts; commingled real estate funds; directly owned real estate; fixed income
obligations of the U.S. government and its states and local subdivisions, non-U.S. governments and their states and local subdivisions,
U.S. and non-U.S. companies, and supra-national organizations; futures and options; foreign exchange forward and future contracts
and options; equity index futures; and equity options.

Investments of the System, the Post-Employment Health Benefits Trust Fund (OPEB Trust) and the Maryland Transit
Administration (MTA) Pension Plan are stated at fair value, except that investments in 2a7-like external investment pools are
measured at the net asset value per share determined by the pool. The investments of the OPEB Trust and the MTA Pension Plan are
held and invested on their behalf by the System and are limited to those allowed for the System. In addition, State employees are
offered participation in deferred compensation plans created in accordance with the Internal Revenue Code, Sections 401(a), 401(K),
403(b) and 457. The Board of Trustees of the Maryland Teachers and State Employees Supplemental Retirement Plans (the Plans) is
responsible for the implementation, maintenance and administration of the Plans. The Board has appointed a private company as the
Plans’ administrator. Assets of the Plans are valued at fair value, except for the following:

e Investments in synthetic guaranteed investment contracts that are fully benefit-responsive are measured at contract value.
e Investments in life insurance contracts are measurement at cash surrender value.

¢ Investments in qualifying external investment pools are measured at amortized cost.

Retirement Costs:

Substantially all State employees participate in one of several State retirement systems (See Note 15). The State also provides
retirement benefits to teachers and certain other employees of its political subdivisions. Retirement costs have been provided on the
accrual basis, based upon actuarial valuations, except that retirement expenditures for governmental funds represent amounts
contributed by the State for the fiscal year.

Other Post-Employment Benefit Costs:

Substantially all State retirees may participate in the various health care plans offered by the State (See Note 16). Post-
employment health care costs have been provided on the accrual basis, based upon actuarial valuations, except that other post-
employment expenditures for governmental funds represent amounts contributed by the State for the fiscal year.

Accrued Self-Insurance Costs:

The accrued self-insurance costs represent the State’s liability for its various self-insurance programs. The State is self-insured
for general liability, property and casualty, workers’ compensation, environmental and anti-trust liabilities and certain employee health
benefits. The State records self-insurance expenses in the proprietary funds and discretely presented component units on an accrual
basis and the modified accrual basis for the governmental funds. The long-term accrued self-insurance costs of the governmental
funds, which are not expected to be funded with current resources, are reported in the government-wide financial statements.
Mfm%‘fkﬁé
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Annual Leave Costs:

Principally all full-time employees accrue annual leave based on the number of years employed up to a maximum of 25 days per
calendar year. Earned annual leave may be accumulated up to a maximum of 75 days as of the end of each calendar year.
Accumulated earned but unused annual leave for general government employees is accounted for in the government-wide financial
statements. Liabilities for accumulated earned but unused annual leave applicable to proprietary funds and component units are
reported in the respective funds.

Capital Assets:

Capital assets, which include property, plant, art and historical treasures, equipment, and infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business-type activities columns in the government-wide
financial statements. Infrastructure acquired prior to June 30, 1980, is not reported. Capital assets are defined by the government as
assets with an initial, individual cost of more than $50,000 and an estimated useful life in excess of two years. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets, donated works of art;
historical treasures, and similar assets; and capital assets received in a service concession arrangement are recorded at acquisition
value. Acquisition value is the price that would be paid to acquire an asset with equivalent service potential in an orderly market
transaction at the acquisition date. The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend the assets life are not capitalized. Major outlays for capital assets and improvements are capitalized as projects are constructed.

Capital assets of the primary government, as well as the component units, are depreciated using the straight line method over the
following estimated useful lives:

Assets Years
Buildings 5-75
Building improvements 5-75
Vehicles 3-25
Office equipment 2-10
Computer equipment 2-10
Other machinery and equipment 3-20
Computer software 5-10
Infrastructure 10-75

Deferred Outflows and Deferred Inflows of Resources:

Deferred outflows of resources are consumption of net position that applies to future reporting periods and so will not be
recognized as an outflow of resources (expense/expenditure) until then. Deferred outflows of resources are presented separately after
“Total Assets” in the State’s financial statements.

Deferred inflows of resources are acquisition of net position that applies to future reporting periods and so will not be recognized
as an inflow of resources (revenue) until that time. Deferred inflows of resources are presented separately after “Total Liabilities” in
the State’s financial statements.

Long-term Obligations:

In the government-wide financial statements, and for proprietary fund types in the fund financial statements, long-term debt and
other long-term obligations are reported as liabilities in the applicable governmental activities, business-type activities, or proprietary
fund type statement of net position. Bond premiums and discounts adjust the carrying value of the bonds and are amortized over the
life of the bonds. Issuance costs are expensed as incurred.

In the fund financial statements, governmental fund types recognize bond premiums and discounts during the current period. The
face amount of debt issued is reported as other financing sources. Premiums received on debt issuances are reported as other
financing sources while discounts on debt issuances are reported as other financing uses. Issuances costs are reported as debt service
expenditures.
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Restricted Resources:

When both restricted and unrestricted resources are available for use, it is the State’s policy to use restricted resources first, and
then unrestricted resources as they are needed.

Debt Refinancing:

The gain or loss associated with debt refinanced is deferred and amortized to interest expense over the remaining life of the old
debt or the life of the new debt, whichever is shorter.

Net Position:

Net position is divided into three categories. Net investment in capital assets is the capital assets less accumulated depreciation
and outstanding principal of the related debt. Deferred outflows of resources and deferred inflows of resources that are attributable to
the acquisition, construction, or improvement of capital assets or related debt also are included in this category. Restricted net
position reflects restrictions on assets and deferred outflows imposed by parties outside the State or imposed by the State by
constitutional provisions or enabling legislation, net of related liabilities and deferred inflows. Unrestricted net position is total net
position of the State less net investment in capital assets and restricted net position. Unrestricted net position is comprised mainly of
cash, investments, loans and receivables.

B. Government Funds:
Inventories and Prepaid Items:

All inventories are valued at cost using the first-in/first-out (FIFO) method. Inventories of governmental funds are recorded as
expenditures when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in the fund
financial statements under the consumption method.

Grants:

Revenues from federal reimbursement type grants are recognized when the related expenditures are incurred and the revenues are
both measurable and available. The State considers all grant revenues to be available if they are collected within 60 days of the
current fiscal period. Distributions of food stamp benefits are recognized as revenues and expenditures when the benefits are
distributed to individual recipients.

Income Taxes:

The State accrues the net income tax receivable or records unearned revenue based on estimated income tax revenues and refunds
due relating to the fiscal year, that will not be collected or paid until after the fiscal year end. This accrual is computed based on
projected calendar year net tax collections, tax laws in effect, future projections and historical experience.

Sales and Use Taxes:

The State accrues June sales taxes that are not remitted at year end as a receivable. These taxes are considered measurable and
available since they represent June collections that are remitted to the State in July by merchants who collect the related sales tax.

Property Taxes:

The State levies an annual tax for the fiscal year beginning July 1 and ending June 30 on all real property subject to taxation, due
and payable each July 1 and December 1 (lien dates), based on assessed values as of the previous January 1, established by the State
Department of Assessments and Taxation at 100% of estimated market value. Each of the counties, Baltimore City and incorporated
municipalities establish rates and levy their own tax on such assessed values. The State tax rate in fiscal year 2017 was 11.2¢ per
$100 of assessed value. Unpaid property taxes are considered in arrears on October 1 and January 1, respectively, and penalty and
interest of 1% is assessed for each month or fraction of a month that the taxes remain unpaid. Property taxes are accrued to the extent
they are collected within 60 days of year end.
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Escheat Property:

Escheat property is property that reverts to the State’s general fund in the absence of legal claimants or heirs. The escheat activity
is reported in the general fund. An asset is recognized in the period when the legal claim to the assets arises or when the resources are
received, whichever occurs first, and a liability is recognized for the estimated amount that ultimately will be reclaimed and paid.

Intergovernmental Expenditures:

General, special revenue and capital projects fund revenues paid to political subdivisions, and bond proceeds granted to political
subdivisions, are recorded as intergovernmental expenditures if such payments do not require mandatory use for specific functions.
Direct grants and other payments to, or on behalf of, political subdivisions are recorded as current expenditures.

Capital Assets:
Expenditures for capital assets are reported as capital outlays in the governmental funds.
Compensated Absences:

It is the State’s policy to permit employees to accumulate earned but unused vacation and sick pay benefits. There is no liability
for unpaid accumulated sick leave since the State does not have a policy to pay any amounts when employees separate from service
with the government. A liability for vacation pay amounts is reported in governmental funds only if they have matured, for example,
as a result of employee resignations and retirements.

Fund Equity:

Fund balance for governmental funds is reported in categories and classifications that are presented in order of constraints on the
specific purposes for which amounts in that fund can be spent. The non-spendable fund balance represents amounts that cannot be
spent because they are either (a) not in spendable form or (b) legally or contractually required to be maintained intact. Otherwise,
fund balance is classified as restricted, committed, assigned, or unassigned. Amounts are reported as restricted when spending
constraints are (a) externally imposed or (b) imposed by the government by constitutional provisions or enabling legislation. The
committed fund balance includes amounts committed for specific purposes by formal action of the government’s highest level of
decision-making authority. In Maryland, the uses of these funds are established in statute after appropriate action by the General
Assembly and the Governor. The assigned fund balance is intended spending expressed by (a) the governing body or (b) a body or
official to which the governing body has delegated the authority to assign amounts. The Governor is authorized to assign current year
funds for appropriation in the subsequent year’s budget pursuant to budgetary policies adopted by the General Assembly. The
unassigned fund balance is the residual classification for the general fund.

Encumbrances are commitments related to unperformed contracts for goods or services. The State utilizes encumbrance
accounting as part of the budgetary integration for the general, special revenue, and capital projects funds. Certain amounts which
were available for specific purposes have been encumbered as either restricted, committed or assigned fund balance depending on the
constraints and approval in place at year end. In addition, where existing resources are not sufficient to liquidate encumbrances, the
encumbrances are reported within committed or assigned fund balance, as appropriate. Encumbrances outstanding at year-end are
reported as committed fund balance in the general, special revenue, and capital projects funds. Encumbrances are not displayed on the
face of the financial statements but are disclosed in Note 17.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is available, the State
considers restricted resources to have been spent first. When an expenditure is incurred for purposes for which committed, assigned,
or unassigned fund balance is available, the State considers committed, assigned, and unassigned amounts to have been spent in that
order.

C. Enterprise Funds, Fiduciary Funds and Component Units:
Basis of Accounting:

The accounts of the enterprise funds, fiduciary funds and component units are maintained and reported using the accrual basis of
accounting. Under this method, revenues are recorded when earned and expenses are recorded at the time liabilities are incurred.
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Enterprise funds and component units distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in connection with a proprietary
fund’s principal ongoing operations. Operating expenses include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as non-operating revenues and
expenses.

Cash and Cash Equivalents:

The enterprise funds consider all highly liquid investments that mature within 90 days of purchase to be cash and cash equivalents
for reporting on the statement of cash flows.

Grants:
Revenues from federal reimbursement type-grants are recorded when the related expenses are incurred.
Capital Assets:

Capital assets are stated at cost. Depreciation of the cost of capital assets is provided on the straight-line basis over estimated
useful lives of 5 to 75 years for depreciable real property and building improvements, and 2 to 20 years for equipment. Construction
period interest is capitalized. Repairs and maintenance are charged to operations in the period incurred. Replacements, additions and
betterments are capitalized.

MLGCA Revenues, Prizes and Related Transfers:

Revenues and prizes of the Maryland Lottery and Gaming Control Agency (MLGCA) are primarily recognized when drawings
are held. Certain prizes are payable in deferred installments. Such liabilities are recorded at the present value of amounts payable in
the future. State law requires the MLGCA to transfer to the State revenues in excess of amounts allocated to prize awards, operating
expenses and capital expenditures. The excess revenues from certain select games are transferred to the State’s general fund, which
then transfers the amounts to the Maryland Stadium Authority for operations and to cover the State’s capital lease payments to the
Maryland Stadium Authority.

Video lottery terminals (VLTs) are a self-activated video version of lottery games. The MLGCA recognizes VLT revenue as
gross terminal revenue equivalent to all wagers, net of related prizes. The casino operators’ share is recorded as commissions and
bonuses. The six casino operators receive between 39% and 50% of the gross terminal revenue to operate their casinos. After
deducting operating costs, State law requires the MLGCA to transfer the remainder of the gross terminal revenue to various general
fund agencies, which are responsible for making further distributions.

The casinos also operate table games. Table games include blackjack, roulette, craps and various poker games, among others.
Table game revenue is equivalent to all wagers, net of related prizes. Casino operators receive 80% of the table game revenue to
operate their casinos. These costs are recorded as commissions and bonuses. The remainder is remitted to the MLGCA which
transfers 15% to public education programs in the general fund and 5% to local jurisdictions in accordance with the enabling
legislation.

Provisions for Insurance and Loan Losses:

Current provisions are made for estimated losses resulting from insuring loans and uncollectible loans. Loss provisions are based
on the current status of insured and direct loans, including delinquencies, economic conditions, loss experience, estimated value of
collateral and other factors which may affect their realization.

Inventories:

Inventories are stated at the lower of cost or market, using the first-in, first-out method.
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3. Deposits with Financial Institutions and the U.S. Treasury, Equity in Pooled
Invested Cash and Investments:

Cash and cash equivalents, equity in pooled invested cash and investments as shown on the basic financial statements as of
June 30, 2017, reconcile to cash deposit and investment disclosures as follows (amounts expressed in thousands).

Government-wide statement of net position:

CaS . $ 455,404
Equity in pooled invested cash .............oiiiiiiiiii 4,695,844
NN 111151 L1 J PSR 3,812,894
RESIIICEA CASIN .ottt e e e 2,060,109
Restricted equity in pooled invested cash..............ocoviiiiiiii i 249,878
ReESICtEd INVESTIMENTS .. ..ttt ettt e e e e e e 913,870
Statement of fiduciary net position:
CaS 1,134,049
Equity in pooled invested cash ..........c.coiiiiiiiiiiii 630,452
TNVESTMENLS L.\ttt e e e 56,731,872
Collateral for &Nt SECUTTHIES ... .ivinitit ittt e 2,553,919
Total cash and investments per basic financial statements ........................oeeeenn.. 73,238,291
Less: Cash and investments of higher education foundations not subject to
QISCLOSULE ... e ettt e 1,425,363
Total cash and investments per Note 3 ..........coiviiiiiiiiiiiiiiiieeeeen. $ 71,812,928
Cash deposit:
Governmental TUNAS. ... ..ot $ 101,823
ENterprise fUNAS ... 1,256,886
Fiduciary funds.........o.oiuiiii e 227,085
(010111101001 L TV V1 102,860
Investments:
Governmental fUNA ......ooiii 5,886,612
Enterprise funds ... ... 2,304,322
Fiduciary funds. ... ..o 60,192,753
COMPONENE UNIES 1. vt tent ettt ettt et et et et et et et et et e e et e e e e e eae e e e aeaneenenes 1,740,587
Total cash deposits and INVEStMENtS ............covvviiriiiinieiiieineiieieeennnns $ 71,812,928

Cash and equity in pooled invested cash for financial statement presentation includes short-term investments maturing
within 90 days of purchase. Investments for financial statement presentation include certificates of deposit maturing 90 days
or more from date of purchase.

A. Cash Deposits:

As of June 30, 2017, the carrying value for the bank deposits of the governmental funds, enterprise funds, fiduciary funds and
component units were $101,823,000, $1,256,886,000, $227,085,000, and $102,860,000, respectively. The bank balances were
$101,823,000, $1,256,467,000, $227,085,000, and $103,835,000, respectively.

Custodial Risk. Custodial credit risk is the risk that, in the event of a bank failure, the government’s deposits may not be returned.
Deposits are exposed to custodial credit risk if they are not covered by depository insurance and the deposits are (a) uncollateralized,
(b) collateralized with securities held by the pledging financial institution, or (c) collateralized with securities held by the pledging
financial institution’s trust department or agent but not in the government’s name. State law permits the Treasurer to deposit in a
financial institution in the State, unexpended or surplus money in which the Treasurer has custody if (a) the deposit is interest-bearing;
(b) collateralized with securities held by the pledging financial institution, or (c) collateralized with securities held by the pledging
financial institution’s trust department or agent but not in the government’s name. State law permits the Treasurer to deposit in a
financial institution in the State, unexpended or surplus money in which the Treasurer has custody if (a) the deposit is interest-bearing;
(b) the financial institution provides collateral that has a market value that exceeds the amount by which a deposit exceeds the deposit
insurance; and (c) a custodian holds the collateral.
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The Economic Development Loan Programs and higher education component unit do not have a deposit policy for custodial
credit risk. As of June 30, 2017, $1,537,000, and $18,910,000, respectively, of their bank balances were exposed to custodial credit
risk as uninsured and uncollateralized.

B. Investments:

The State discloses investment risks as follows:

Interest Rate Risk. Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment.
Credit Risk. Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.

Concentration of Credit Risk. Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s
investment in a single issuer.

Custodial Credit Risk. Custodial credit risk is the risk that, in the event of the failure of the counterparty, the government will not
be able to recover the value of its investments or collateral securities that are in the possession of an outside party. Investment
securities are exposed to custodial credit risk if the securities are uninsured, are not registered in the name of the government and are
held by either (a) the counterparty or (b) the counterparty’s trust department or agent but not in the government’s name.

Foreign Currency Risk. Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an
investment.

1. Investments-Governmental Funds:
The State Treasurer’s Office is authorized to make investments as stated in Note 2.A.

The governmental funds investments’ fair value measurements and the valuation techniques used to categorize the investments in
the hierarchy level as of June 30, 2017, are as follows:

e U.S. agency securities ($4,078,725,000) are comprised of agency issued debt. Agency issued debt securities are valued at
the closing price reported in the active market in which the individual security is traded as Level 1 securities.

e Supranationals ($1,203,540,000) are comprised of international development institutions that provide financing for
economic development. Supranational issued debt securities are valued by consensus of international financial institutions
based on observable inputs as Level 1 securities.

e Repurchase agreements ($473,110,000) are valued based on a model that incorporates market observable pricing
information and are categorized as Level 2.

e Investment in the Local Government Investment Pool ($131,237,000) is valued at amortized cost.

The investments and maturities as of June 30, 2017, for the governmental funds of the primary government were as follows
(amounts expressed in thousands):

Investment Maturities (in Years)

Fair Less More
Investment Type Value than 1 1-3 than 3
U.S. AZENCIES (B)..rvvirrereriiniiiierereneeiianaanns $ 4,078,725 $ 344,293 $ 340,371(a) $ 3,394,062 (b)
Supranationals..............oveiiiiiiiiriiieaee e, 1,203,540 49,517 (c) 1,154,023 (d)
Repurchase Agreements ............c.oovvvieiininnennnnn, 473,110 437,241 7,026 28,843
Local Government Investment Pool ..................... 131,237 131,237
Total Investments............ccovvvviiiiiieiiiinen.. $ 5886612 $ 912,771  $ 396,914 $ 4,576,928

(a) Bonds in the amount of $277,087,000, mature May 2019 to August 2019, but are callable July 2017 to August 2017.

(b) Bonds in the amount of $2,908,074,000, mature August 2020 to June 2022, but are callable July 2017 to June 2018.

(c) Bonds in the amount of $49,517,000, mature October 2019, but are callable October 2017.

(d) Bonds in the amount of $489,016,000, mature September 2021 to November 2021, but are callable July 2017 to November 2017.
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Interest Rate Risk. The State Treasurer’s Office’s investment policy states that to the extent possible, it will attempt to match its
investments with anticipated cash flow requirements. Unless matched to a specific cash flow, the Treasurer’s Office will not directly
invest in securities maturing more than five years from the date of purchase. Sinking fund investments with guaranteed earnings to
redeem term bonds beginning in fiscal year 2020 were $35,869,000.

Credit Risk. State law requires that the governmental funds’ repurchase agreements be collateralized by U.S. Treasury and
agency obligations. In addition, investments are made directly in U.S. agency obligations. Obligations of the Federal National
Mortgage Association, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation and Tennessee Valley Authority are
rated Aaa by Moody’s, AA by Standard & Poor’s, and AAA by Fitch. Obligations of the Federal Home Loan Bank are rated Aaa by
Moody’s and AA by Standard & Poor’s. Obligations of the Federal Agricultural Mortgage Corporation are not rated.

Supranational obligations are required to be rated in the highest credit rating category by a nationally recognized statistical rating
organization. World Bank bonds and African Development Bank bonds are rated Aaa by Moody's and AAA by Standard & Poor's and
Fitch. Asian Development Bank bonds are Aaa by Moody's and AAA by Standard & Poor's. AID - Ukraine bonds and bonds of
Overseas Private Investment Corporation have not been rated.

The Local Government Investment Pool is rated AAAm by Standard & Poor’s.

Concentration of Credit Risk. The State Treasurer’s Office’s investment policy limits the amount of repurchase agreements to be
invested with a particular institution to 30% of the portfolio. There is no other limit on the amount that may be invested in any one
issuer. More than 5% of the governmental funds’ investments are in the Federal Home Loan Mortgage Corporation, Federal National
Mortgage Association, and Federal Home Loan Bank. These investments are 45.6%, 14.2%, and 10.6% of the governmental funds’
total investments, respectively.

2. Investments — Enterprise Funds:

The enterprise funds’ bond indentures and investment policies, with the exception of the Economic Development Loan Programs,
authorize the investment of assets related to the indentures and other funds in obligations in which the State Treasurer may invest.
The Economic Development Loan Programs are authorized to invest in obligations of the U.S. Treasury, U.S. government agencies,
obligations of U.S. political subdivisions, bankers acceptances, commercial paper, repurchase agreements, guaranteed investment
contracts, corporate debt securities and mutual funds in accordance with bond indentures, and in direct equity investments in
accordance with the statute establishing the program.

The investments and maturities as of June 30, 2017, for the enterprise funds of the primary government were as follows (amounts
expressed in thousands):

Investment Maturities (in Years)

Less More

Investment Type Fair Value than 1 1-5 6-10 11-15 than 15
U.S. Treasury obligations ........................... $ 417352 $ 1,786 $ 29,905 $ 22,852 $ 362,809
U.S government agency obligations ............... 594,143 71,184 433,025 16,587 $ 3,975 69,372
Repurchase agreements ..............ccoeevvvvnenns. 2,408 2,408
Guaranteed investment contracts ................... 6,810 3,969 2,841
Money market mutual funds ........................ 847,489 847,489
Municipal bonds......................c 101,987 20,457 81,530
Supranationals .............coiiii 275,808 9,961 265,847

Total......ooovviiii, $ 2245997 $ 954,846 $ 810,307 $ 42,280 $ 6,383 $ 432,181

In addition to the investments scheduled above, as of June 30, 2017, the enterprise funds’ investments also include the fair value
of direct equity investments, $25,863,000.
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The MLGCA, a major enterprise fund, invests in U.S. Treasury obligations and annuity contracts that provide for guaranteed
payouts to jackpot prize winners, and therefore have no interest rate risk to the MLGCA. As of June 30, 2017, the fair value of these
investments was $32,366,000, and $96,000, respectively.

The enterprise funds have the following fair value measurements as of June 30, 2017 (amounts expressed in thousands):

Fair Value Measurements Using

Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
Investments by Type Total (Level 1) (Level 2) (Level 3)
Debt securities
U.S. Treasury Obligations ..............cceevveueiueireiiennnnnnnn. $ 449718 $ 86,909 $ 362,809
U.S. Government agency obligations .............................. 594,143 527,662 66,481
Guaranteed investment CONtracts ...........c.evvvienieeiiinnneennnn. 6,810 6,810
SBA POOI SECUIHIES. ... vteeeeeeieeeeeeee et eeaaeeeeanss 38 38
Municipal bonds..........coviiiiiii 101,987 101,987
SUPranationals ............oiiiiii 275,808 275,808
Total debt SECUTTHIES . .vvvetee et 1,428,504 992,404 436,100
Equity securities
Direct equity investments .................cccoeeiuiiniiiinininnn.. 25,863 $ 25,863
Total equity SECUTTHIES ...vvvirenteeiireteiireieeireeenanns, 25,863 25,863
Pay-fixed, receive-variable interest rate swap agreements...... 1,917 1,917
Total investments by fair value level ..........................ee. 1,456,284 $ 992,404 $ 438,017 $ 25,863
Investments measured at contract value
ANNUILY CONTIACES 1ovnvntititet ettt et ereeeeereeeeaens 96
Investment agreements ...........ooovveeriiiiiireiiiineeananen, 2,408
Investments measured at amortized cost
Money market mutual funds ... 847,451
Total INVESTMENTS ... ettt $ 2,306,239

o Level 1 investments are valued at the closing price reported in the active market in which the individual security is traded.
Supranational issued debt securities ($275,808,000) are valued by consensus of international financial institutions based on
observable inputs.

o Level 2 investments are valued using a model that incorporates market observable data such as reported sales of similar
securities, broker quotes, yields, bids, offers, and reference data. GNMA direct U.S. Government obligations
($362,809,000), FNMA U.S. Government agency obligations ($66,481,000) and the interest rate swap agreement are
valued using the matrix pricing technique.

e Direct equity investments classified as Level 3 are assessed by management for impairment based on financial condition,
operating results and other factors on an annual basis.

Investments measured at net asset value per share (or its equivalent) are not material for reporting redemption frequency and
notice period.

Interest Rate Risk. The enterprise funds’ policy for managing their exposure to fair value loss arising from increasing interest
rates is to manage investment maturities so that they precede or coincide with the expected need for funds.

Credit Risk. The investment policies of the enterprise funds require that repurchase agreements are collateralized by U.S.
Treasury and agency obligations. The policies also require that money market mutual funds contain only U.S. Treasuries or agencies
or repurchase agreements secured by these, or that they receive the highest possible rating from at least one nationally recognized
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securities rating organization and that commercial paper be rated A-1, P-1. According to the indenture and investment policy of the
Economic Development Loan Programs, investments must be rated no lower than the rating on the Loan Programs’ bonds or F1/P1
for the issuer’s short-term accounts or securities. The ratings on the Loan Programs’ bonds as of June 30, 2017, were Aa by Moody’s
and AA by Fitch, or higher.

As of June 30, 2017, the enterprise funds had the following investments and quality ratings (amounts expressed in thousands):

Percentage
Fair Quality Rating of Total
Investment Type Value Rating Organization  Investments
U.S. government agency obligations................cooeveveiiiennn.. $ 75,652 Aaa Moody's 3.28 %
U.S. government agency obligations................coeeeveiiiiinn.... 518,491 AA S&P 22.50
Money market mutual funds..............c.oooo 847,451 AAAmM/Aaa S&P/Moody's 36.78
Money market mutual funds ..................coo 38 Unrated
Guaranteed investment contracts ..............coceeiiiiiiiieninennn.. 6,810 Aaa Moody's 0.30
Municipal bonds. ... 101,987 AAA S&P 4.43
Supranationals ....... ... 275,808 AAA S&P 11.97
Total. $ 1,826,237 79.26 %

Concentration of Credit Risk. The enterprise funds place no limit on the amount they may invest in any one issuer of U.S.
government agency obligations. More than 5% of the enterprise funds’ investments are in obligations of the Federal Home Loan Bank
and Federal National Mortgage Association. These investments are 6.3% and 13.4%, of the enterprise funds’ total investments,

respectively.

3. Investments — Fiduciary Funds:

The Pension Trust Funds, Post-Employment Health Benefits Trust Fund, and Maryland Local Government Investment Pool are

authorized to make investments as stated in Note 2.A.

The investments and maturities as of June 30, 2017, for the fiduciary funds of the primary government were as follows (amounts

expressed in thousands).

Investment Maturities (in Years)

Investment Type Fair Value Less Than 1 1-5 6-10 More than 10
U.S. Treasury notes and bonds ............................ $7,100,364 $ 638,117 $1,042,068 $1,622595  $3,797,584
U.S. Treasury Strips «...o.eeeeneeeeneeneeiieaeeianeanns 288,656 288,656
U.S. Government agency obligations..................... 2,701,710 2,206,907 209,069 28,109 257,625
Repurchase agreements ..............cccoovvviviiinennnn.. 96,481 96,481
Commercial paper ............cooiviiiiiiiiii 326,403 326,403
Guaranteed investment contracts .......................... 782,866 782,866
Corporate bonds............oiiiiiiiiiiiiiii 3,042,360 101,329 866,433 1,418,301 656,298
International bonds ...............ccoooiiiiiiii 121,648 44,530 9,643 41,120 26,454
Other government bonds...............ccooeiviiiiniinnn.. 679,509 14,991 178,522 307,111 178,885
Mortgage-backed securities ................cooeveviiiinn. 1,531,781 12,364 17,859 44,813 1,456,744
Asset-backed SECUrItIES.....ovvveeieeii i, 237,079 40,858 52,637 143,584
Bond mutual funds.................... 2,542,076 87,456 1,366,206 759,515 328,899
S ADS ettt ettt 15,159 2,696 2,358 10,101 4
Money market mutual funds.....................l 1,442,566 1,442,566

Total INVEStMENtS ..........ooviviiriiiniiniiininne., 20,908,658 4,973,840 4,515,782 4,284,302 7,134,733
Collateral for lent securities ..............ccoeevvevnennn.n.. 2,553,919 2,553,919
Total investments and

collateral for lent securities ............................ $23,462,577 $7527,759 $4,515782 $4,284,302 $7,134,733
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In addition to the investments scheduled above, as of June 30, 2017, the fiduciary funds’ investments also include the fair value of
corporate equity securities of $18,165,757,000, commingled investments of $7,476,682,000, private equity of $5,787,953,000, real
estate of $2,697,325,000, stock mutual funds of $2,523,660,000, annuity contracts of $75,756,000, and insurance contracts of

$3,043,000.

The fiduciary funds have the following fair value measurements as of June 30, 2017 (amounts expressed in thousands):

Fair Value Measurements Using

Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable
Identical Assets Inputs Inputs
Investments by Fair Value Level Total (Level 1) (Level 2) (Level 3)
Debt securities
U.S. Treasury notes and bonds ........................ $ 6835388 $ 6,835,388
U.S. Treasury Strips ......ooeeeeeeeeiuenieieiinnanenn.. 288,656 288,656
U.S. Government agency obligations ................. 330,591 330,591
Repurchase agreements................cooooviiine.n. 96,481 96,481
Corporate bonds..........ccoiieiiiiiiiiiiiin, 3,042,360 3,042,360
International bonds.............cooooiiiiiiiiiii, 121,648 121,648
Other government bonds .................ccooeieiinnn. 679,509 679,509
Mortgage-backed securities ..................coeenents 1,531,781 8,065 1,523,716
Bond mutual funds..................co 111,007 111,007
Money market mutual funds ........................... 903,920 903,920
Collateral for lent securities ..................cceuveenn.. 2,553,919 2,553,919
Total debt securities ........oovvveevviinneeinannnn... 16,495,260 8,469,562 6,501,982 1,523,716
Equity securities
Corporate eqUities. ........ouvueereieeneieieenianannne. 18,165,757 18,165,757
Stock mutual funds ... 2,523,660 2,523,660
Total equity securities...............cocoeeennnen. 20,689,417 20,689,417
Real estate.......c.ovoviniiiiie 30,175 30,175
Total investments by fair value level ............. 37,214852 $ 29,158,979 $ 6501982 $ 1,553,891
Investments measured at net asset value
Asset-backed securities funds .......................... 237,079
Bond mutual funds ... 2,431,069
Real estate funds ............ccooviiiiiiii, 2,667,150
Private equity funds .....................c 5,787,953
Commingled investments ............................... 7,491,841
Total investments measured at net asset value ... 18,615,092
Investments measured at amortized cost
U.S. Treasury notesand bonds ......................... 264,976
U.S. Government agency obligations.................. 2,371,119
Commercial paper ...........ccooiiiiiiii 326,403
Money market mutual funds............................ 538,646
Total investments measured at amortized cost ... 3,501,144
Investments measured at contract value
Guaranteed investment contracts ...................... 782,866
Annuity contracts ... 75,756
Total investments measured at contract value.... 858,622
Investments measured at cash surrender value
Insurance contracts...........coovvvviiiiiiiiiiiiiiinnnn, 3,043
Total investments ...............ccooiviiiiiinnn. $ 60,192,753
M CQMPTROLLER
COMPREHENSIVE ANNUAL FINANCIAL REPORT 63 ﬁﬁﬁﬁﬁf}f 2



Debt and equity securities classified in Level 1 of the fair value hierarchy are valued using prices quoted in active markets for those
securities.

Level 2 investments include the following:

e Debt securities valued using a combination of prevailing market prices and interest payments that are discounted at prevailing
interest rates for similar instruments.

e Mortgage-backed securities issued as U.S. agency securities categorized as mortgage pass-through. Mortgage pass- through
includes to-be-announced (TBA) securities and mortgage pass-through certificates. TBA securities and mortgage pass-
through is generally valued on the basis of their fortune principal and interest payments discounted at prevailing interest rates
for similar investments.

o  Collateral for lent securities invested in the lending agent’s short term investment pool operating as an open-end money
market mutual fund, together with the related obligation.

e Commingled investments whose valuation methodology and valuation frequency of the pooled investment vehicles may not
be able to appraise whether the net asset value represents the exit value of the fund.

Level 3 investments include the following:

o Commercial and residential mortgage-backed securities valued using discounted cash flow techniques.

o Real estate valued on the basis of a discounted cash flow approach, which includes the future rental receipts, expenses, and
residual values as the highest and best use of the real estate from a market participant view as rental property.

The valuation method for investments measured at net asset value per share (or its equivalent) is presented on the following table
(in millions):

June 30,2017
Unfunded Redemption Redemption
Fair Value Commitments Frequency Notice Period
Private funds (includes equity, credit, energy,
infrastructure, and timber) ..................... $ 7,902 $ 6,524
Real estate-open ended............................ 2,592 Quarterly 45-90 days
Commodities ........ccoeeviriiiiiii 427 Monthly 5-30 days
9 N/A Daily
Global macro.........c.coeeiiiiiiiiiiin, 307 Weekly 3 days
Global tactical ...........cccoviiiiiiiiniin, 342 Monthly 5 days
Multi-strategy.........ooovvviiiiiiniiiiinnnn, 108 Weekly 3 days
Hedge Funds
Commodity ........oooeiiii 305 Monthly 30-60 days
Equity long/short ...l 1,098 Monthly 30-45 days
512 Quarterly 45-90 days
Event-driven..................coo 169 Annual 45 days
150 Quarterly 65 days
149 Monthly 45 days
96 N/A Liquidating
Global macro ...........cocoeviiiiiiiiiiinn.. 617 Monthly 5 days
Multi-asset .......coeviviviiiiie 26 N/A Liquidating
Multi-strategy.........ccooveviiriiiiiniennnn, 1,682 Quarterly 60-90 days
OPPOTUNItSHIC .vovvreneeieeeieeeieeeeaeannn, 220 Quarterly 90 days
49 Semi Annual 90 days
$ 16,760 $ 6,524

Interest Rate Risk. As of June 30, 2017, the System had $1.1 billion invested in mortgage pass-through securities. These
investments are moderately sensitive to changes in interest rates because they are backed by mortgage loans in which the borrowers
have the option of prepaying.
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The Deferred Compensation Plans (Plans) invest in annuity contracts and insurance contracts that provide for guaranteed payouts
to participants, and therefore have no interest rate risk to the Plans. As of June 30, 2017, the carrying value of these investments was
$75,756,000, and $3,043,000, respectively.

The State Treasurer’s Office manages the Local Government Investment Pool. The State Treasurer’s investment policies state that
no direct investment by the Pool may have a maturity date of more than 13 months after its acquisition.

Credit Risk. The investment policy of the System regarding credit risk is determined by each investment manager’s mandate. The
Local Government Investment Pool may invest in bankers acceptances and commercial paper subject to certain credit rating guarantee
and/or collateral requirements. As of June 30, 2017, the fiduciary funds’ investments were rated by Standard and Poor’s and/or an
equivalent national rating organization, and the ratings are presented below using the Standard and Poor’s rating scale (amounts
expressed in thousands):

Percentage of

Investment Type Fair Value Quality Rating Total Investments
U.S. Government agency obligations................... $ 43,850 AAA 0.08%
U.S. Government agency obligations................... 2,642,919 AA 4.59%
U.S. Government agency obligations................... 1,076 A 0.00%
U.S. Government agency obligations................... 584 BBB 0.00%
U.S. Government agency obligations ................... 13,282 Unrated 0.02%
Money market mutual funds.............................. 538,646 AAA 0.93%
Money market mutual funds.............................. 903,920 A 1.57%
Commercial paper............ocoiviiiiiiiiiiiiiennanen.. 326,403 AAA 0.57%
Guaranteed investment contracts............oeeeeeennn... 779,301 AA 1.35%
Guaranteed investment contracts...........ccceveeveen... 3,565 Unrated 0.01%
Corporate bonds..........coovviiiiiiiiiiiiiieeen. 35,849 AAA 0.06%
Corporate bonds............coooviiiiiiii 59,262 AA 0.10%
Corporate bonds.............cooiiiiiiii 402,535 A 0.70%
Corporate bonds.............cooiiiii 84,214 BAA 0.15%
Corporate bonds.............cooiiiiii 10,360 BA 0.02%
Corporate bonds. ..o 1,036,476 BBB 1.80%
Corporate bonds............ccoeviiiiiii 398,903 BB 0.69%
Corporate bonds............ccooiiiiii 233,776 B 0.41%
Corporate bonds.............cooiiiiii 37,355 CAA 0.06%
Corporatebonds..............cooiiiii 41,607 CCcC 0.07%
Corporatebonds..............coiiiiii 1,963 ccC 0.00%
Corporate bonds............cooeiiiiiiii 700,059 Unrated 1.21%
International bonds ..o 2,675 AAA 0.00%
International bonds ..............coooiiiiiiiii 12,720 AA 0.02%
International bonds ..............cocoiiiiiiiii 8,130 A 0.01%
International bonds ..............coooiiiiiiiiiii 3,782 BAA 0.01%
International bonds ... 15,887 BA 0.03%
International bonds ... 2,439 BBB 0.00%
International bonds ..............coooiiiiiiiii 15,046 BB 0.03%
International bonds ..............coooiiiiiiiiii 439 CAA 0.00%
International bonds ..............coooiiiiiiiiiiii 60,529 Unrated 0.11%
Other governmentbonds ...l 12,965 AAA 0.02%
Other governmentbonds ..............c.oooeviiiiiinnnl. 60,345 AA 0.10%
Other governmentbonds ................ooooviiiiinnnnn. 196,040 A 0.34%
Other governmentbonds ................ooooviiiiiinnnn. 26,565 BAA 0.05%
Other governmentbonds ..................ooviiinnl. 1,928 BA 0.00%
Other governmentbonds ....................oooinl 214,061 BBB 0.37%
Other governmentbonds ..................coooiiiinil. 60,213 BB 0.10%
Other governmentbonds ..............ccoooeviiiiininnnn. 101,658 B 0.18%
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Percentage of

Investment Type Fair Value Quality Rating Total Investments
Other government bonds ................cccevviiiininnnn. 4,090 CCC 0.01%
Other government bonds ................coceeviiininnn, 135 CcC 0.00%
Other government bonds ................cooeeviiiiiinnnnn, 818 D 0.00%
Other government bonds ..................ccoeeeivininns, 691 Unrated 0.00%
Mortgage-backed securities ..............coceeeeninnnnn. 90,292 AAA 0.16%
Mortgage-backed securities ..............ccevieenrnnnn.. 26,905 AA 0.05%
Mortgage-backed securities ..............cevvveennnnnn.. 32,555 A 0.06%
Mortgage-backed securities ..............oevvenvennnnnn.. 28,158 BAA 0.05%
Mortgage-backed securities ..................coeeenennnn. 1,800 BA 0.00%
Mortgage-backed securities .............coeeviveninnnn.. 3,700 BBB 0.01%
Mortgage-backed securities ..............c.oeeeeennnnn.. 604 BB 0.00%
Mortgage-backed securities ...........c.coeeeneinenn... 7,730 B 0.01%
Mortgage-backed securities ..............cevvvennnnnn.. 1,555 CAA 0.00%
Mortgage-backed securities ..............oeevirenrnnnn.. 2,977 CA 0.01%
Mortgage-backed securities .............coeeviivennnnnnn. 13,659 CCC 0.02%
Mortgage-backed securities ..............cceevveninnnnn. 14,189 D 0.02%
Mortgage-backed securities ..............c.oeeeiennnnn.. 1,307,658 Not rated 2.27%
Asset-backed securities-Other .....................o..... 126,350 AAA 0.22%
Asset-backed securities-Other ...............ccoeeenne. 19,035 AA 0.03%
Asset-backed securities-Other ...............ccoeveenne. 26,976 A 0.05%
Asset-backed securities-Other ...............c.ceevnene. 24,269 BAA 0.04%
Asset-backed securities-Other ...............c.ocvvnnne. 907 BA 0.00%
Asset-backed securities-Other .................cc.eveene. 3,816 BBB 0.01%
Asset-backed securities-Other ...................c..e.ee. 60 B 0.00%
Asset-backed securities-Other ...............ccoeeeenne. 7,560 CcC 0.01%
Asset-backed securities-Other ...............ccoeeunnne. 1,097 cC 0.00%
Asset-backed securities-Other ...............c.oevevnnne. 3,260 D 0.01%
Asset-backed securities-Other ...............c.ccvevnene. 23,749 Not rated 0.04%
Repurchase agreements...............cooeeieiiiniiennn... 96,481 A 0.17%
Bond mutual funds ... 2,542,076 Not rated 4.41%
SWADS 1ottt e 15,159 Not rated 0.03%
TOtal. e $ 13,519,638 23.45%

Foreign Currency Risk. The majority of the System’s foreign currency-denominated investments are in equities. The System has

an overlay program to minimize its currency risk.

The System’s exposure to foreign currency risk as of June 30, 2017, was a follows (amounts expressed in thousands):

Fixed Alternative

Currency Equity Income Cash Investments Total

AustralianDollar................................. $ 207,008 $ 966 858 3 129,887 $ 338,719
Brazilian Rea ............cccooeviiiiiiiiiiin, 68,482 13,882 1,122 83,486
CanadianDollar ...............ccooiiiiiiini, 315,912 4,868 7,125 13,292 341,197
CzechKoruna ............oooooiiiiiiiiiiiiin, 8,372 1 8,373
Danish Krone ..........coooooiiiiiiiiiiii, 102,089 97 709 102,895
Egyptian Pound...............oooeviiiiininnn, 2,359 2,359
Euro CUrrency.......o.ocoveviviniiieninanennnnn. 1,776,201 118,984 16,493 674,712 2,586,390
Hong Kong Dollar .....................oooil. 520,205 6,549 57,038 583,792
Hungarian Forint...................cocooiien, 7,813 21 7,834
Indonesian Rupiah ...................ooii. 47,071 6,795 554 54,420
Japanese Yen .........oooiiiiiiiiiii 1,064,349 38,315 6,348 67,219 1,176,231
Malaysian Ringgit .................cccoeviiiinn, 9,331 199 9,530
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Fixed Alternative

Currency Equity Income Cash Investments Total
Mexican PeSo........ovvviiiiiiiiiiiiiiiin, 78,462 1,018 929 80,409
New Israeli Sheqel.............coooiiiiiiinn. 22,585 161 246 22,992
New Taiwan Dollar................................. 75,113 7,527 82,640
New Zealand Dollar.......................ooooen. 6,211 235 218 6,664
Norwegian Krone ..............ccoovviiiinnn. 44,222 347 380 2,084 47,033
Philippine Peso.............ccovviiiiiiiiiinnen, 16,234 10 16,244
PolishZIoty ..........coviiii 30,639 495 285 31,419
Pound Sterling ...........cooooeiiiii 857,947 58,602 9,108 207,871 1,133,528
QatariRial.............cooovii 1,841 1,841
RussianRuble ..........cooviiiiiii, 15,799 617 16,416
Singapore Dollar .............c.cooeviiiniinnan. 62,412 926 10,662 74,000
South AfricanRand............................... 64,292 417 64,709
South Korean Won ..............coocevienennn.. 303,439 404 303,843
Swedish Krona...............ocooiiiiiiiinn. 139,521 155 1,102 5,975 146,753
SWISS FranC ........ooovviiiiiiiiiiiie, 391,532 904 4,942 397,378
Thailand Baht.................coooiiiinn, 46,380 383 46,763
Turkish Lira...........cooooiii 11,565 393 205 12,163
UaeDirham ... 15,856 15,856
Not Applicable (1) ........ccoooiviiiiiiin.n. 3,292,108 3,504 29,460 3,325,072

Total oo $ 9589551 $ 264220 $ 63572 $ 1,203,606 $ 11,120,949

(1) This line includes American Depository Receipts and international obligations valued in U.S. dollars, however, they are considered to have

exposure to multiple foreign currencies.

Derivatives:

Each System investment manager’s guidelines determine the extent to which derivatives are permissible. Futures and other
derivatives are permitted to the extent that they are used in a manner that does not materially increase total portfolio volatility or relate
to speculative activities. Unleveraged derivatives are permitted for the purpose of hedging investment risk, to replicate an investment
that would otherwise be made directly in the cash market or to modify asset exposure in tactical portfolio shifts. Use of derivatives is
not permitted to materially alter the characteristics, including the investment risk, of each manager’s account. The investment
managers are to have in place, and use, procedures that subject derivative based strategies to rigorous scenario and volatility analysis.
Futures and short option positions must be hedged with cash, cash equivalents or current portfolio security holdings.

A list of derivatives aggregated by investment type is as follows (amounts expressed in thousands):

Changes in Fair Value

Fair Value as of June 30, 2017

Classification Amount Classification Amount Notional*

Commodity futures long Investment revenue $ (13,727) Futures $ 170,339
Commodity futures short Investment revenue (2,508) Futures (20)
Credit default swaps bought Investment revenue (112) Swaps $ (25) 1,141
Credit default swaps written Investment revenue 1,345 Swaps 1,591 91,830
Fixed income futures long Investment revenue (67,200) Futures 811,420
Fixed income futures short Investment revenue 7,291  Futures (1,054,704)
Fixed income options bought Investment revenue 2,597 Options 15,537 653,796
Fixed income options written Investment revenue (3,700) Options (15,728)  (1,574,200)
Foreign currency futures short Investment revenue (3,040) Futures

Futures options bought Investment revenue (270) Options 186 5,728
Futures options written Investment revenue 10,446 Options (873) (8,178)
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Changes in Fair Value Fair Value as of June 30, 2017

Classification Amount Classification Amount Notional*
Long term

FX forwards Investment revenue (41,734)  instruments (48,880) 20,505,582
Index futures long Investment revenue 6,582 Futures 946
Index futures Short Investment revenue (2,220) Futures

Pay fixed interest rate swaps Investment revenue 34,916 Swaps 12,295 844,857
Receive fixed interest rate swaps Investment revenue 110,405 Swaps (120) 24,696
Rights Investment revenue 1,282 Common stock 229 597
Total return swaps bond Investment revenue 5,423 Swaps 4 5,566
Warrants Investment revenue 3,297 Common stock 46,127 12,581

Grand Totals $ 49,073 $ 10,343

*Notional may be a dollar amount or size of underlying for futures and options, negative values refer to short positions.

Credit Risk. The System is exposed to credit risk on derivative instruments that are in asset positions. To minimize its exposure
to losses related to credit risk, the investment managers use counterparty collateral in their non-exchange-traded derivative
instruments. Netting arrangements are also used when entering into more than one derivative instrument transaction with a
counterparty. At the present time, the System does not have a formal policy relating to counterparty collateral or netting
arrangements.

The aggregate fair value of derivative instruments in asset positions as of June 30, 2017, was $386,638,000. This represents the
maximum loss that would be recognized at the reporting date if all counterparties failed to perform. The maximum loss would,
however, be reduced by the counterparty collateral and the liabilities included in netting arrangements with counterparties.

The following tables list the fair value of credit exposure per ratings of Standard & Poor’s (S&P), Moody’s and Fitch for the
counterparties (amounts expressed in thousands).

S&P Moody’s Fitch
Fair Value Rating Fair Value Rating Fair Value Rating
$ 123,923 AA $ 86,244 Aa $ 328,482 AA
259,167 A 300,390 A 58,156 A
3,548 BBB 4 Baa
$ 386,638 $ 386,638 $ 386,638

Risk concentrations are presented in the table below.

Percentage
of Net S&P Fitch Moody’s
Counterparty Name Exposure Rating Rating Rating
State Street Bank London 29 % A AA A
HSBC Bank PLC 13 A AA A
Toronto Dominion Bank 12 AA AA Aa
Citibank N.A. 10 A A A
Northern Trust Company 9 AA AA A
Royal Bank of Canada (UK) 7 AA AA A
JPMorgan Chase Bank NA London 6 A AA Aa
Westpac Banking Corporation 4 AA AA Aa
USB AG London 4 A A A
Bank of New York 3 A AA A
Wells Fargo LCH 2 A AA A
Morgan Stanley CME 1 BBB A A
Wells Fargo CME 1 A AA A
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4. Investments — Component Units:

Investment accounts established by higher education institutions relate principally to endowments and trust accounts required by
debt instruments and are invested in accordance with the investment policies adopted by the Board of Trustees. In general,
endowment resources can be invested in debt and equity securities, and trust accounts can be invested only in debt securities. These
investments include U.S. Treasury and agency obligations, corporate debt and equity securities, asset-backed securities and mutual
funds that invest in government securities. The investments of the higher education foundations are not included in the disclosures
below because the foundations are not required to and do not follow statements of GASB.

One of the institutions, the University System of Maryland, transferred title to its endowment investments to its foundation in
exchange for an equivalent proportionate interest in the long-term investment portfolio managed by the foundation. In June 2011, the
institution entered into a new agreement with the foundation. The agreement is for a term of five years, with renewable two-year
extensions at the option of the institution, unless notice of intent to terminate the arrangement is provided prior to the expiration of the
term. If the agreement is terminated, funds invested with individual investment managers that have commitments from the foundation
to maintain investments for certain minimum time periods may not be returned to the institution until those constraints have been
satisfied. For reporting purposes, the foundation’s investments have been reduced by the amount of the institution’s investments with
the foundation.

The Maryland Prepaid College Trust’s Statement of Investment Policy (Investment Policy), adopted by the Board as required by
the enabling legislation, allows the Trust to purchase investments including domestic, international and private equities; domestic,
foreign and high yield bonds; global real estate equities; private real estate; commodities and other governmental agency instruments,
as well as money market deposits based on the Investment Policy’s specified portfolio allocation.

The investments and maturities as of June 30, 2017, for the component units were as follows (amounts expressed in thousands):

Investment Maturities (in Years)

Fair Less More
Investment Type Value than 1 1-5 6-10 11-15 than 15
U.S. Treasury obligations.................ceeuiveininnnnn. $ 846 $ 9% 3 342 % 269 $ 141
U.S. government agency obligations..................... 12,611 6,358 5,911 19 142 181
Bond mutual funds........cooo 168,328 168,328
Corporate debt Securities ...........o.oveeevrineeirnnennnnn. 149,782 7,992 69,216 53,363 19,051 160
Money market mutual funds ..................... 365,076 365,076
Total. ..o $ 696,643 $ 547,848 $ 75,469 $ 53,652 $ 19,193 $ 482

In addition to the investments scheduled above, as of June 30, 2017, the component units’ investments include the fair value of
stock mutual funds of $12,000, corporate equity securities of $634,579,000, real estate of $145,245,000, and the share of assets
invested with the foundation of $264,108,000.

The component units had the following fair value measurements as of June 30, 2017 (amounts expressed in thousands):

Fair Value Measurements Using

Quoted Prices

in Active Significant
Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs

Investments by Fair Value Level Total (Level 1) (Level 2) (Level 3)
Debt securities
U.S. Treasury obligations........................cccc..... $ 846 $ 846
U.S. Government agency obligations ................... 12,611 12,611
Bond mutual funds ..............coooiiiiiiiiiiiii 168,328 168,328
Corporate debt securities ..................cooeeeveinnnnn. 100,522 100,515 $ 7
Money market mutual funds.............................. 364,826 364,826

Total debt securities...............cocoeieieininnnnn. 647,133 647,126 7
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Fair Value Measurements Using

Quoted Prices

in Active Significant
Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs
Investments by Fair Value Level Total (Level 1) (Level 2) (Level 3)
Equity securities
Corporate equities - Publicly held ....................... 548,676 490,909 57,767
Equity investments in privately-held companies and
venture capital partnerships:
Publicly traded...............cooeiiiiiiii 1,006 1,006
Not publicly traded...............c.ooeeniiniinninn. 84,895 $ 84,895
Stock mutual funds...............cooeviiiiiieiinns, 12 12
Total equity securities...................oooeeeennen. 634,589 491,927 57,767 84,895
RAL ESTALC. ... 83,125 83,125
The share of the USM's investment in the open-end
mutual fund investment of the University System
of Maryland Foundations, Inc........................... 264,108 264,108
Total investments by fair value level ................ 1,628,955 $ 1,139,053 $ 321,882 $ 168,020
Investments measured at net asset value (NAV)
Corporate debt securities .................cooeeeineinnnn. 49,261
Real 8State . ..veee e 62,120
Total investments measured at NAV.................. 111,381
Investments measured at amortized cost
Money market mutual funds ...................ooeoene. 251
Total iINVeStMENtS ..............ccvveneiniineinaininnnn.. $ 1,740,587

Debt and equity securities classified in Level 1 of the fair value hierarchy are valued using prices quoted in active markets for
those securities.

Corporate bonds are categorized as Level 2 investments based on yields currently available on comparable securities of issuers
with similar credit ratings. The share of the University System of Maryland’s (USM) investment in the open-end mutual fund
investment of the USM Foundation, Inc is considered a common trust fund whose valuation methodology and valuation frequency of
the pooled investment vehicles may not be able to appraise whether the net asset value represents the exit value of the fund and is
classified as Level 2.

Level 3 investments include the investments in not publicly traded, privately-held companies and venture capital partnerships
which are valued by management after consideration of, among other factors, the financial condition, operating results, significant
recent events, and other security offerings of the investors. Also, interest in private real estate is valued based on discounted cash
flows, including future rental receipts, expenses, and residual values as the highest and best use of the real estate from a market
participant view as rental property as a Level 3 investment.

Investments measured at net asset value per share (or its equivalent) are not material for reporting redemption frequency and
notice period.

Interest Rate Risk. The policy of the higher education institutions for managing their exposure to fair value loss arising from
increasing interest rates is to comply with their investment policy, which sets maximum maturities for various fixed income securities.
It is the practice of the Maryland Prepaid College Trust to have no investments with maturities longer than required to fund tuition
obligations based on actuarial projections.

Credit Risk. The policy of the higher education institutions for reducing their exposure to credit risk is to require minimum
quality ratings for fixed income securities. The Investment Policy of the Maryland Prepaid College Trust details the minimum quality
standards for the Trust’s bond portfolios.

As of June 30, 2017, the component units had the following investments and quality ratings (amounts expressed in thousands):
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Percentage of Total

Investment Type Fair Value Quality Rating  Rating Organization Investments
U.S. @EENCIES. ..\ vnieeiiiiieiei e $ 6,715 AAA/Aaa S&P & Moody's 0.39%
U.S. @EENCIES. ..\ vniieiiiiieiei e 193 AA/Aaa S&P & Moody's 0.01%
U.S. @EENCIES. ..\ vniieiiiiieie e ee e 5,703 Not rated 0.33%
Money market mutual funds......................... 364,825 Aaa Moody's 20.96%
Money market mutual funds......................... 251 Not rated 0.01%
Corporate debt securities...............cocoeueuenen... 57,454 AAA S&P 3.30%
Corporate debt securities. ..............coeoeueuenen... 3,582 AA S&P 0.21%
Corporate debt securities...........c.oeveeuenennnn.. 23,251 A S&P 1.34%
Corporate debt securities...........c.ovvvueennnn.. 8,625 BBB S&P 0.50%
Corporate debt securities...........c.ovveeveneennnn.. 7 Not rated 0.00%
Total...oiiiiii $ 470,606 27.05%

Concentration of Credit Risk. The higher education component units place no limit on the amount they may invest in U.S.
government issuers. The Prepaid College Trust’s guidelines limit a single investment to 5% of each bond portfolio’s market value,
except U.S. Treasury notes and bonds.

In addition to the Maryland Prepaid College Trust, the Maryland 529 Plans consist of the Maryland College Investment Plan, a
fiduciary component unit. As of June 30, 2017, the Plan has $5,187,587,000 of investments held in trust for individuals and
organizations.

C. Securities Lending Transactions:
Fiduciary Funds:

The Pension Trust Funds (Funds) participate in a securities lending program as permitted by the investment policies as approved
by the Board of Trustees. The Fund’s custodian lends specified securities to independent brokers in return for collateral of greater
value. The preceding Investments-Fiduciary Funds Schedule in Note 3.B.3 includes securities lent at year-end for cash collateral and
collateral received from lent securities.

Borrowing brokers must transfer in the form of cash or other securities, collateral valued at a minimum of 102% of the fair value
of domestic securities and international fixed income securities, or 105% of the fair value of international equity securities on loan.
Collateral is marked to market daily. If the fair value of the pledged collateral falls below the specified levels, additional collateral is
required to be pledged by the close of the next business day. In the event of default by a borrowing broker, the Funds’ custodial bank
is obligated to indemnify the Funds if, and to the extent that, the fair value of collateral is insufficient to replace the lent securities.
The Funds have not experienced any loss due to credit or interest rate risk on securities lending activity since inception of the
program. As of June 30, 2017, the Funds had no credit risk exposure to borrowers because the fair value of collateral held for
securities lent exceeded the fair value of the related securities, as follows (amounts expressed in thousands).

Fair Value
Lent Collateral Percent
Securities Received Collateralized
Lent for cash collateral:
U.S. government and agency Securities........................ $ 775,281 $ 794,279 102.45 %
U.S. corporate bond and equity securities ..................... 827,271 846,628 102.34
International fixed income securities..........coeveeeeuneenn.. 5,876 6,006 102.21
International equities ... 145,134 153,380 105.68
Lent for noncash collateral:
U.S. government and agency securities........................
U.S. corporate bond and equity securities..................... 226,648 231,348 102.07
International eqUIties.........ovvviriiriiiiieriiei e, 467,638 483,818 103.46
Total securities lent.........oooouvveiiiiiiiiiiiiiinnns 36,433 38,460 105.56
$ 2,484,281 $ 2,553,919 102.80 %
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During fiscal year 2017, the Funds maintained the right to terminate securities lending transactions upon notice. Cash collateral is
invested in one of the lending agent’s short-term investment pools, which as of June 30, 2017, had an average duration of 26 days and
an average final maturity of 63 days. Because the relationship between the maturities of the investment pools and the Fund’s security
loans is affected by the maturities of the loans made by other entities that use the agent’s pools, the Funds cannot match maturities.
The Funds have received cash or securities that can be sold or pledged without a borrower default.

4. Receivables:

Taxes receivable, as of June 30, 2017, consisted of the following (amounts expressed in thousands).

Major Governmental Funds

Non-Major Total
Special Governmental Governmental

General Revenue Funds Funds
INCOME LAXES et $ 916,052 $ 916,052
Sales and USE taXeS ......ovvieiiiiiii e 474,421 474,421

Transportation taxes, primarily motor vehicle

fuel aNd EXCISE v et $ 133,862 133,862
Other taxes, principally alcohol, tobacco and property... 44,131 $ 18,990 63,121
Less: Allowance for uncollectibles ...................... 12,193 12,193
Taxes receivable, net....................oooo..... $ 1,422,411 $133,862 $ 18,990 $ 1,575,263

Tax revenues are reported net of uncollectible amounts. Total uncollectible amounts related to tax revenues of the current period
were $1,881,000.

Other accounts receivable in the governmental funds of $697,390,000, including $106,525,000, due in excess of one year,
consisted of various miscellaneous receivables for transportation costs, collection of bills owed to the State’s collection unit, Medicaid
reimbursements, child support and public assistance overpayments and the tobacco settlement.

Other accounts receivable for the enterprise funds of $321,862,000, primarily consisted of $151,382,000, due to the
Unemployment Insurance Program from employers and for benefit overpayments, $60,498,000, due to the Community Development
Administration from accrued interest and claims receivable on foreclosed and other loans and $48,896,000, due to the Maryland
Lottery and Gaming Control Agency from lottery retailers for ticket sales proceeds and from casino operators for gross terminal
revenue and table game revenue.

5. Deferred Outflows of Resources and Deferred Inflows of Resources:

Deferred outflows of resources and deferred inflows of resources are reported when a given item that otherwise meets the
definition of a revenue or expenditure/expense relates to a future period. These deferred amounts apply to governmental activities,
business-type activities, proprietary funds, and fiduciary funds, except that deferred inflows apply to governmental funds for revenues
that are not considered to be available to liquidate liabilities of the current period.

As of June 30, 2017, the State’s deferred outflows of resources and deferred inflows of resources consist of the following
components (amounts expressed in thousands).

Governmental Funds

Special Business-
General Revenue Governmental Type Component
Fund Fund Activities Activities Units

Deferred Outflows of Resources:
Loss on refunding of debt — Refunding
of some previously outstanding general obligation
bonds and revenue bonds resulted in losses ........ $ 287,809 $ 6,439 $ 21,401
Interest Rate Exchange Agreements (Swaps) - CDA
has entered into pay-fixed, receive- variable
interest rate swap agreements in connection with
certain variable rate bond series....................... 1,917
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Governmental Funds

Special Business-
General Revenue Governmental Type Component
Fund Fund Activities Activities Units
Pension-related deferred outflows (see Note 15) ....... 5,857,285 95,166 636,002
Total for Deferred Outflows of Resources............... $ - $ - $ 6,145,094 $ 103,522 $ 657,403

Deferred Inflows of Resources:
Governmental fund receivables for revenues that are
not considered to be available to liquidate
liabilities of the current period ..................... $ 591,449 $169,947
Gain on refunding of debt — Refunding of some
previously outstanding residential revenue bonds -

deferred bond premiums ......................oe. $ 918
Service Concession Arrangement receipts of the:
Maryland Department of Transportation............. $ 48,681
Maryland Transportation Authority.................. 51,454
University System of Maryland ...................... $ 307,288
Pension-related deferred inflows (see Note 15)......... 1,567,371 17,714 77,850
Total for Deferred Inflows of Resources................. $591,449 $ 169,947 $ 1,616,052 $ 70,086 $ 385,138

6. Loans and Notes Receivable and Investment in Direct Financing Leases:

A. Loans and Notes Receivable:

Loans and notes receivable, as of June 30, 2017, consisted of the following (amounts expressed in thousands).

Primary Government Component Units
Non-major Maryland
Governmental Higher Stadium
General  Funds Enterprise Education Authority Other
Notes receivable:
Political subdivisions:
Water quality projects ....................... $ 1,385 $ 1,228,327
Public school construction .................. 13
Other.....ooiiiiiiiiiii e 154,372
Volunteer fire & rescue companies ....... $ 18,611
Permanent mortgage loans.................. 2,248,057
Student and health profession loans ....... $ 65,467
Shore erosion loans.......................... 7,190
Other.. ..o 87 6,217 $ 2395 $ 17,811
Total.....oeiiie e 25,888 1,398 3,630,756 71,684 2,395 17,811
Less: Allowance for possible loan losses ... 346,356 19,490 9,718
Loans and notes receivable, net ........ 25,888 1,398 3,284,400 52,194 2,395 8,093
Due within one year ...................c.eue... 2,372 77 166,525 8,241 456 509
Due in more than one year...................... $ 23516 $ 1,321 $ 3,117875 $ 43953 $ 1939 $ 7,584

Certain notes receivable for advances of general obligation bond proceeds bear interest at rates ranging from 4.5% to 6.6% and
mature within 16 years.

Water quality project loans consist of loans to various local governments and other governmental entities in the State for
wastewater and drinking water projects under the United States Environmental Protection Agency’s (EPA) Capitalization Grants for
State Revolving Funds’ Federal assistance program.

The permanent mortgage loans consist of financing for single and multi-family projects, rental projects, small businesses,
industrial sites and various other purposes. Substantially all of the loans are secured by first liens on the related property and are
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insured or credit enhanced by the Federal Housing Administration mortgage insurance programs, the Veterans Administration and
USDA/RD guarantee programs, Federal Home Loan Mortgage Corporation (Freddie Mac), FNMA, GNMA, Maryland Housing Fund
or by private mortgage insurance policies.

Student and health profession loans are made pursuant to student loan programs funded through the U.S. Government.
B. Investment in Direct Financing Leases:
Enterprise Funds:

As of June 30, 2017, the Maryland Transportation Authority (Authority) has direct financing leases with the State’s Department
of Transportation, the Washington Metropolitan Area Transit Authority (WMATA), and the general fund. The present value of direct
financing leases as of June 30, 2017, was $416,055,000. As of June 30, 2017, the Authority held $63,889,000, to be spent to complete
assets under these direct financing leases. Lease payments receivable, including unearned interest for each of the five succeeding
fiscal years and thereafter, including repayment of amounts to be spent, consist of the following (amounts expressed in thousands).

20 8 $ 26,020
2000 27,976
2020, . 29,286
202 30,705
20022 . 31,523
2023-2027 .. . 177,758
2028-2032. . ..o 119,533
203352037 . e 14,825
L] 1 PN 457,626
Unearned INtEreSt INCOIME. ... .ttt ettt e 22,318
Total [ease PAYMENTS .. ....enie e 479,944
Restricted investments related to unexpended bond proceeds................ 63,889

Net investment in direct financing leases ..................coooeviiiiiiinnn. $ 416,055

Component Units:

As of June 30, 2017, the Maryland Stadium Authority (Authority) has direct financing leases with the State. The present value of
the direct financing leases as of June 30, 2017, is $103,100,000. As of June 30, 2017, the Authority held $865,000, to be spent to
complete assets under these direct financing leases. Lease payments receivable, including unearned interest for each of the five
succeeding fiscal years and thereafter, including repayment of amounts to be spent, consist of the following (amounts expressed in
thousands).

2008, e $ 23,965
2000 e 23,954
2020, s 23,854
202 e 10,329
202 10,342
20232027 . e 31,408
TOtaL. e 123,852
Less: unearned INterest INCOIMIE. ......uuut ettt et e ee e 19,887
Net 18aSe PAYMENLS. ... ouueinie ettt aes 103,965
Less: Restricted investments related to unexpended bond proceeds............. 865
Net investment in direct financing 1€ases..........ccoevvviviiiiieiieiiinenenn... $ 103,100
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7. Restricted Assets:

Certain assets of the governmental activities, business-type activities and component units are classified as restricted assets on the
Statement of Net Position. The purpose and amount of restricted assets as of June 30, 2017, are as follows (amounts expressed in

thousands).

Amount

Purpose

Governmental Activities:

$ 9497 Represents money restricted for construction retainages related to highway and airport projects
238,060 Represents State property taxes restricted to pay debt service on general obligation debt
5,769 Represents cash restricted to pay debt service on transportation bonds
5,217 Represents certificates of deposit linked to funds loaned under the State’s housing loan program ($1,383)
and certificates of deposit restricted for Agricultural Land Preservation easement purchases ($3,834)
$ 258,543

Business-type Activities:

$ 2,608,676 Assets of the Community Development Administration and State Funded Loan programs are restricted for
various mortgage loans for low-income housing and loans for local governments’ public facilities
252,392 The purpose of the restricted assets is to secure the revenue bonds of the Maryland Water Quality
Administration made for waste-water treatment systems and bay restoration
1,335,037 Restricted assets represent deposits with the U.S. Treasury and amounts due from employers to pay
unemployment compensation benefits in accordance with Federal statute
37,379 Restricted assets in the Maryland Lottery and Gaming Control Agency include cash held in separate annuity
contracts and coupon bonds for winning lottery ticket payouts; escrow deposits from lottery agents, casino
operator license applicants and other gaming license applicants prior to being recognized as revenue; and
prize fund reserves for multi-state lotteries.
291,980 Cash and investments have been restricted in accordance with revenue bond debt covenants of the Maryland
Transportation Authority for completion of capital projects and debt service
82,031 Assets have been restricted by the Maryland Housing Fund to pay possible future claims under insurance
for losses on mortgage loans
$ 4,607,495

Component Units:

$ 105,065 Restricted assets of higher education include funds held by the trustee for future construction projects and to
pay debt service and cash restricted for endowment purposes
257,484 Restricted assets of Maryland Stadium Authority include cash and investments that relate to revenue bond
indentures
2,505 Restricted assets include cash and investments that relate to revenue bond indentures and to restricted
project funds for the provision of water supply, wastewater treatment and solid waste management by the
Maryland Environmental Service
1,274 Cash has been restricted to fulfill funding commitments of certain investments of Maryland Technology
Development Corporation
$ 366,328

8. Interfund Receivables and Payables:

Interfund balances, as of June 30, 2017, consisted of the following (amounts expressed in thousands).
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Receivable Fund Payable Fund Amount

General Fund Special Revenue Fund $ 33718 (1)
Enterprise Funds —
Economic Development Loan Programs 11,307 (b)
Maryland Lottery and Gaming Control Agency 100,654  (c)
$ 115,339
Special Revenue Fund General Fund $ 69,430 (d)
Enterprise Funds -
Maryland Transportation Authority 46,652  (e)
$ 116,082
Receivable Fund Payable Fund Amount
Enterprise Funds -
Economic Development Loan Programs General Fund $43911 (f)
Non-major governmental funds 52,850 (Q)
Unemployment Insurance Program General Fund 1,834 (f)
Maryland Transportation Authority Special Revenue Fund 6,898 (h)
$ 105,493

Agency Fund —
Local Income Taxes General Fund $880,239 (i)

The receivable and payable transactions between the governmental funds and the enterprise funds are reported as due from and due
to other funds. The receivable and payable transactions between the agency fund and the general fund are reported as accounts
receivable from State treasury by the agency fund and due to other funds by the general fund.

The receivable and payable transactions between the Primary Government and Component Units, as of June 30, 2017, consist of
the following (amounts expressed in thousands).

Receivable Fund Payable Fund Amount
General Fund Higher Education Fund $ 916
Non-major component units 423
$1,339

Component Units — Agency Fund —
Maryland Stadium Authority Local Transportation Funds and Other Taxes $ 3,775
Non-major component units General Fund 13,867
$ 17,642

The receivable and payable transactions between the general fund and component unit are reported as due from/due to component
units and due to/due from primary government. The receivable and payable transactions between the component unit and agency fund
are reported as due from primary government by the component unit and accounts payable and accrued liabilities by the agency fund.

(@) The amount represents Transportation Trust Fund revenues transferred to the general fund in July and August, 2017.

(b) This amount represents payable balances for economic development loan program transfers.

(c) This amount represents monies collected by the Maryland Lottery and Gaming Control Agency in June, 2017, and paid
to the general fund in July, 2017.

(d) The amount represents income and sales tax subsidies and return of health insurance costs from the general fund.

(e) The Maryland Transportation Authority collects fees for the special revenue fund. The money will be used to build and
maintain special revenue fund infrastructure, structures and other improvements.

(f) These amounts represent receivable balances from general fund subsidies.

(g) Bond funds collected by the capital projects fund on behalf of the economic development loan programs.

(h) The Maryland Transportation Authority receives rent, interest income and fees for services from the special revenue
fund.
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(i) The loans were made in accordance with Section 2-606 of Tax-General Article of the Annotated Code of Maryland from
the reserve of unallocated tax revenue that the Comptroller estimates will be claimed and refunded to taxpayers within 3
years of the date that the income tax return was filed. The money will be used to provide funding for public elementary
and secondary education and the Maryland Medicaid Program among other uses.

All Interfund balances except for (i) above, are expected to be repaid by June 30, 2018. For (i) above, the General Fund is
required to pay to the agency fund $33,333,000, a year in each of fiscal years 2021 through 2026 and $10,000,000, a year in each of
fiscal years 2018 through 2025. The remaining balance is due to pay local income taxes at unspecified dates in the future.

9. Interfund Transfers:

Interfund transfers, for the year ended June 30, 2017, consisted of the following (amounts expressed in thousands).

Transfers In Transfers Out Amount
General Fund Special Revenue Fund $ 67,298
Non-major Governmental Funds 30,043
Enterprise Funds —
Maryland Lottery and Gaming Control Agency 1,124,531
Economic Development Loan Programs 490
Non-major Enterprise Funds 2,500
$ 1,224,862
Special Revenue Fund General Fund $ 215,235
Non-major Governmental Funds General Fund $ 376,558
Special Revenue Fund 287,892
$ 664,450
Enterprise Funds -
Loan Programs General Fund $ 87,172
Non-major Governmental Funds 591
Non-major Enterprise Funds 943
$ 88,706

Transfers are primarily used to 1) transfer revenues from the fund required by statute or budget to collect the revenue to the fund
required by statute or budget to expend them, 2) transfer receipts restricted to debt service from the funds collecting the receipts to the
non-major governmental funds as debt service payments become due, and 3) provide unrestricted revenues collected in the general
fund to finance various programs accounted for in other funds in accordance with budgetary authorizations. In addition, the non-
major governmental funds transferred $27,568,000, of Program Open Space funds, $1,980,000, of interest earned on bonds and
$495,000, for expenses for bond sales to the general fund.

The Maryland Lottery and Gaming Control Agency transferred revenue in excess of funds allocated to prize awards, casino
operators, operating expenses and capital expenditure payments in the amount of $1,124,531,000, to the general fund. The general
fund transferred $87,172,000, to support the operations of Enterprise Funds — Loan Programs, and the Enterprise Funds — Loan
Programs transferred $490,000, of unused funds to the general fund. Expenditures for capital projects of $591,000, were transferred to
Enterprise Funds — Loan Programs.

During the year, the general fund and other governmental funds had expenditures of $1,453,765,000, and $250,910,000,
respectively, that were for funds provided to supplement revenues and construction costs, respectively, of the higher education
component units. The general fund also had net expenditures of $40,000,000, that were for funds provided to supplement revenues of
the Maryland Stadium Authority. The general fund transferred $26,582,000, to the non-major component unit, the Maryland
Technology Development Corporation, TEDCO, for Maryland Stem Cell Research and other operating grants. TEDCO transferred to
the general fund $423,000, as distributions/returns from Venture Capital Limited Partnerships.
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10. Capital Assets:
A. Capital Assets, Primary Government:

Capital assets activity by asset classification net of accumulated depreciation, for the year ended June 30, 2017, was as follows
(amounts expressed in thousands).

Governmental activities:

Balance Transfers in Balance
Classification July 1, 2016 Additions Deletions (out) June 30, 2017
Capital assets, not depreciated,
Land and improvements..................... $ 3,526,164 $ 45971 % 31 $ 45788 % 3,617,892
Art and historical treasures .................. 22,632 22,632
Construction in progress. ............o.oeev.n. 4,783,177 1,431,948 19,714 (520,819) 5,674,592
Total capital assets, not depreciated ....... 8,331,973 1,477,919 19,745 (475,031) 9,315,116
Capital assets, being depreciated,
Structures and improvements ............... 7,414,410 192,411 5,201 165,100 7,766,720
Equipment ...........cooviiiiiiiii 3,214,630 118,200 53,073 117,669 3,397,426
Infrastructure. ..........ooveeeveninneninann... 23,407,209 898,467 38 192,262 24,497,900
Total capital assets, being depreciated...... 34,036,249 1,209,078 58,312 475,031 35,662,046
Less accumulated depreciation for,
Structures and improvements................ 3,580,215 194,475 1,105 3,773,585
Equipment ...........ooooiiiiiiiii 2,384,828 157,524 51,680 2,490,672
Infrastructure ...........cooovviiiiniiniinannn, 13,908,963 899,386 14,808,349
Total accumulated depreciation............. 19,874,006 1,251,385 52,785 21,072,606
Total capital assets, net ....................... $ 22,494216 $ 1435612 $ 25272 $ - 8 23,904,556
Business-type activities:
Balance Balance
Classification July 1, 2016 Additions Deletions June 30, 2017

Capital assets, not depreciated,

Land and land improvements............................... $ 397,382 $ 125 % 958 % 396,549

Construction in ProGreSS ... .vvevenrerenenrerinreerneenanens 1,286,379 208,273 273,033 1,221,619
Total capital assets, not depreciated ........................ 1,683,761 208,398 273,991 1,618,168
Capital assets, being depreciated,

Structures and improvements................c.oeeveenn... 154,524 8,783 986 162,321

Equipment .......ccoooviiiiiiiiii i 170,442 8,882 4,445 174,879

INfrastruCture ..........ovueeeniiiiiieeeeeeeeas 5,595,081 258,782 42,549 5,811,314
Total-Capital assets, being depreciated..................... 5,920,047 276,447 47,980 6,148,514
Less: accumulated depreciation,

Structures and iMpProvements..............c.oeevevenennnn.. 26,462 2,192 250 28,404

Equipment ..........cooiiiiiiiiiii e 93,360 18,361 4,444 107,277

INFrastruCture .........c.veeeiuniiniiiei e 1,553,172 121,263 35,357 1,639,078
Total accumulated depreciation ..................coeeevnenes 1,672,994 141,816 40,051 1,774,759
Total capital assets, NEt............ovvivininininininininnnnn, $ 5,930,814 $ 343,029 3 281,920 $ 5,991,923

B. Depreciation Expense, Primary Government:

The depreciation expense for the year ended June 30, 2017, for the primary government was charged as follows (amounts
expressed in thousands).
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Governmental activities:

Function Amount
General GOVEINMENT .........o.ieietitie et eeeees $ 32,873
BdUCAtION. ..ottt e e 4,203
HUMAN FBSOUICES ..ottt ettt e e e 18,906
Health and mental hygiene. ... 9,889
EnvIironment ... 773
PUBIIC Safety ...veeiiee e 44,283
Housing and community development ................ccoooiiiiiiiiininnn... 127
Natural resources and recreation ...............co.eveviniiieririinineiienennn. 20,749
TTanSPOItAtION ....v.eesit ettt ettt ettt ettt et e ereeeneans 1,081,475
AGHICUITUTE ... 33,811
Labor, licensing and regulation.................ooviiiiiiiiiiiiiiiiiieiaans 487
Judicial ... 3,809
Total depreciation expense — governmental activities................... $1,251,385

Business-type activities:

Function Amount
MLGCA ..ot $ 12,982
Transportation AUtNOTIEY . ........inieieieitit et 127,868
Maryland Correctional EnterpriSes. .. .......coevieiririririiiiniiiiiinananenennn. 942
Economic Development Loan Programs..............oevevevniinieneinnnnannss. 24
Total depreciation expense — business-type activities ................... $ 141,816

11. Long-Term Obligations:

A. Governmental Activities:

Changes in governmental activities’ long term debt, for the year ended June 30, 2017, were as follows (amounts expressed in

thousands).
Amounts
Balance Balance Due Within
July 1, 2016 Additions Reductions  June 30,2017  One Year
Bonds and Notes Payable:
General Obligation Bonds........................ $ 9465285 $ 1,145365 $ 1,276,445 $ 9,334,205 $ 835,446
Transportation Bonds ....................eeeeeen. 2,146,085 892,525 460,225 2,578,385 221,710
Add: Issuance premiums ...................... 1,420,432 287,576 233,618 1,474,390
Total bonds and notes payable................... 13,031,802 2,325,466 1,970,288 13,386,980 1,057,156
Other Liabilities:
Compensated absences...............cc.ceeevennnn. 342,165 198,288 207,440 333,013 180,655
Self InSurance Costs .....ovvvvveivieneeeinannn.. 356,727 1,625,041 1,613,593 368,175 138,110
Net pension liability.....................cooeenin 19,299,399 2,345,041 155,224 21,489,216
Net other post employment
benefits obligation ....................ceeeninen. 4,639,576 356,391 4,995,967
Obligations under capital leases ................ 907,426 24,940 90,003 842,363 64,808
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Amounts
Balance Balance Due Within
July 1, 2016 Additions Reductions  June 30,2017  One Year

Obligations under capital leases

with component units ........................... 121,543 18,443 103,100 19,175
Pollution remediation ............................ 170,988 116 8,185 162,919 1,609
Agricultural preservation installment

Obligation............coevviiiniiiniiin 5,870 2,036 3,834 1,450

Total other liabilities ........................... 25,843,694 4,549,817 2,094,924 28,298,587 405,807

Total long-term liabilities -
governmental activities...................... $ 38,875,496 $ 6,875,283 $ 4,065,212 $ 41,685567 $ 1,462,963

General Obligation Bonds —

General obligation bonds are authorized and issued primarily to provide funds for State owned capital improvements, facilities for
institutions of higher education and the construction of public schools in political subdivisions. Bonds have also been issued for local
government improvements, including grants and loans for water quality improvement projects and correctional facilities, and to
provide funds for loans or outright grants to private, not-for-profit cultural or educational institutions. Under constitutional
requirements and practice, the Maryland General Assembly, by a separate enabling act, authorizes loans for particular objects or
purposes. Thereafter, the Board of Public Works, a constitutional body comprised of the Governor, the Comptroller and the State
Treasurer, by resolution, authorizes the issuance of bonds in specified amounts. Bonds are issued and accounted for on a “cash flow”
basis rather than a “project” basis and are not sold to specifically fund an enabling act. General obligation bonds are subject to
arbitrage regulations. However, there are no major outstanding liabilities in connection with these regulations as of June 30, 2017.
Bonds are subject to redemption provisions at the option of the State.

General obligation bonds, which are paid from the general obligation debt service fund, are backed by the full faith and credit of
the State and, pursuant to the State Constitution, must be fully paid within 15 years from the date of issue. Property taxes, bond
premiums, interest subsidy payments from the Federal government, debt service fund loan repayments and general fund and capital
projects fund appropriations provide the resources for repayment of general obligation bonds. During fiscal year 2017, the State
issued $1,145,365,000, of general obligations at a premium of $165,413,000, with related issuance costs of $2,738,000.

Included in bond issuances were $465,685,000, to refund certain outstanding general obligation bonds issued between 2009 and
2015. From the refunding bonds and related premium of $72,221,000, $537,419,000, was transferred to an escrow account and used
to purchase U.S. Government securities. These securities will be used to secure the principal and interest related to the refunded
bonds. The interest rates on the refunded bonds range from 2.0% to 5.3%. The purpose of the refunding was to realize savings on
debt service costs. The aggregate difference in debt service between the refunded debt and the refunding debt was $29,044,000. The
economic gain on the transaction, that is, the difference between the present value of the debt service streams for the refunding debt
and refunded debt, was $24,251,000.

Refunded bonds of $1,745,075,000, maturing in fiscal years 2018-2028 and callable in fiscal years 2018-2024 were considered
defeased as of June 30, 2017. Accordingly, the trust account assets and the liability for the defeased bonds are not included in these
financial statements.

General obligation bonds issued and outstanding, as of June 30, 2017, were as follows (amounts expressed in thousands).

Interest Annual Principal Principal Principal
Issue Maturity Rates Installments Issued Outstanding
8/15/02 (a) 2006-2018 4.8-5.5% $ 21,820-23,055 $ 515,830 $ 23,055
3/6/03 2006-2018 5.3 47,455-49,830 500,000 49,830
11/30/04 (b) 2020 - 9,043 9,043 9,043
12/20/06 (b) 2022 - 4,378 4,378 4,378
8/16/07 2011-2023 5.0 29,800 375,000 29,800

COMPTROLLER OF MARYLAND 80 WWW.MARYLANDTAXES.COM



Interest Annual Principal Principal Principal

Issue Maturity Rates Installments Issued Outstanding
12/18/07 (b) 2023 - 4,986 4,986 4,986
7/28/08 2012-2024 5.0 31,125-32,680 415,000 63,805
12/16/08 (b) 2010-2021 1.6 464 5,563 1,854
3/16/09(f) 2012-2023 4.0-5.0 21,075-26,110 199,220 47,185
8/18/09 Ser A 2013-2024 2.0-5.0 6,130-19,015 235,000 19,015
8/18/09 Ser B 2013-2024 4.0-5.3 13,710-25,775 200,000 74,805
8/18/09 (c) 2025 4.6 50,000 50,000 50,000
11/3/09 2013-2022 5.0 13,690-16,720 141,800 45,425
11/3/09 (c) 2023-2025 45-4.8 18,400-20,400 58,200 58,200
12/16/09 (d) 2025 - 50,320 50,320 50,320
12/17/09 (b) 2011-2025 1.6 371 5,563 2,967
12/18/09 (a) 2016-2021 2.0-5.0 29,560-178,775 602,765 448,020
3/9/10 (c) 2019-2025 4.0-4.6 52,450-62,170 400,000 400,000
3/9/10 (a) 2018-2023 3.0-5.0 2,330-60,600 195,315 195,315
8/10/10 Ser A 2014-2019 2.0-5.0 17,625-21,975 143,335 38,215
8/10/10 Ser B 2014-2022 2.5-5.0 15,400-44,765 221,665 76,265
8/10/10 (c) 2023-2026 4.2-4.3 17,960-19,575 75,000 75,000
8/10/10 (d) 2026 44 45,175 45,175 45,175
12/8/10 (b) 2026 5.0 4,543 4,543 4,543
3/22/2011 (g) 2014-2026 2.0-5.0 380-16,705 130,770 29,090
3/22/2011 (h) 2014-2026 3.0-5.0 17,205-38,375 354,230 47,115
8/5/2011 (g) 2015-2026 2.0-4.0 975-6,965 71,730 25,770
8/5/2011 (h) 2015-2027 3.5-5.0 26,445-44,545 418,270 180,710
8/5/2011 (b) 2027 4.2 15,900 15,900 15,900
8/5/2011 (i) 2027 4.2 6,500 6,500 6,500
9/28/2011 (a) 2020 1.2 30,025-52,385 254,915 101,850
3/20/2012 (g) 2027 2.2 150-7,385 56,085 19,870
3/20/2012 (h) 2027 2.4 34,235-54,210 543,915 316,720
3/20/2012 (a) 2023 1.7 25,055-40,005 138,380 103,355
8/14/2012 (g) 2016-2028 25 70-9,290 26,340 9,605
8/14/2012 (h) 2016-2028 2.2 27,335-48,770 478,660 402,735
8/14/2012 (b) 2028 2.8 15,230 15,230 15,230
8/14/2012 (a) 2019-2021 1.3 22,905-105,425 183,795 183,795
3/15/2013 (h) 2016-2028 24 29,835-49,105 500,000 321,715
3/15/2013 (a) 2018-2022 1.1 4,215-66,135 165,135 165,135
8/6/2013 (h) 2018-2029 3.2 16,295-46,770 435,000 360,650
8/6/2013 (e) 2017-2018 1.2 12,155-27,845 40,000 12,155
12/19/2013 (b) 2015-2029 - 303 4,549 3,639
3/18/2014 (h) 2018-2029 2.8 12,145-46,695 450,000 370,710
3/18/2014 (e) 2017-2018 0.9 19,090-30,910 50,000 19,090
3/18/2014 (a) 2015-2022 12 15,440-83,410 236,855 198,355
8/5/14 (g) 2017-2020 2.0-5.0 4,870-31,675 50,385 50,385
8/5/14 (h) 2017-2029 3.0-5.0 22,490-48,920 449,615 411,325
8/5/14 (a) 2020-2024 5.0-5.3 35,500-201,915 649,715 649,715
12/18/14 (b) 2016-2030 - 308 4,625 4,008
3/17/15 (h) 2018-2030 3.0-5.0 29,245-52,520 518,000 478,810
3/17/15 (a) 2020-2026 4.0 1,135-170,850 365,360 365,360
8/3/15 (h) 2020-2031 2.8-5.0 9,230-49,495 450,000 412,025
8/3/15 (e) 2019-2020 1.2-15 20,680-29,320 50,000 50,000
12/17/15 (b) 2017-2031 - 308 4,625 4,317
6/22/16 (h) 2019-2031 3.0-5.0 58,490-105,035 1,036,000 1,036,000
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Interest Annual Principal Principal Principal

Issue Maturity Rates Installments Issued Outstanding
12/15/16 (b) 2018-2032 - 312 4,680 4,680
3/22/17 (h) 2022-2032 3.3-5.0 25,345-65,980 575,000 575,000
3/22/17 (e) 2020-2022 1.8-2.3 17,190-41,750 100,000 100,000
3/22/17 (a) 2018-2028 50 4,475-123,030 465,685 465,685

$ 13,757,650 $ 9,334,205

(@  Includes refunding debt

(b)  Includes Qualified Zone Academy Bonds for which the purchaser may receive Federal tax credits each year the bonds
are outstanding

(c)  Includes federally taxable Build America Bonds for which the State receives a subsidy payment from the Federal
Government equal to 35% of interest payments

(d)  Qualified School Construction Bonds for which the purchaser receives Federal tax credits each year the bonds are
outstanding

(e)  Taxable bond sale

(f)  Institutional bond sale

(9)  Negotiated bond sale

(h)  Competitive bond sale

(i) Qualified Energy Construction bond sale

General obligation bonds authorized, but unissued, as of June 30, 2017, totaled $2,406,265,000.

As of June 30, 2017, general obligation debt service requirements for principal and interest in future years were as follows
(amounts expressed in thousands).

Years Ending June 30, Principal Interest
2008, et $ 835,447 $ 390,497
2009, i 878,176 355,614
2020, et 918,264 312,987
2021t 859,486 272,280
2022 834,636 232,397
2023 -2027 et 3,548,046 650,501
2028 -2032. .t 1,460,150 117,409
Total..eeieiiiiiii $ 9,334,205 $ 2,331,685

Subsequent to June 30, 2017, on August 30, 2017, general obligation bonds aggregating $550,000,000, were issued for capital
improvements, and general obligation refunding bonds in the amount of $785,340,000, were issued to refund $884,515,000,
outstanding general obligation bonds issued between 2009 and 2015 in order to realize savings on debt service costs. The general
obligation bonds have interest rates ranging from 3.0% to 5.0% and mature through 2032. The refunding bonds have an interest rate
of 5.0% and mature through 2026.

Transportation Bonds —

Transportation bonds outstanding as of June 30, 2017, were as follows (amount expressed in thousands).

Outstanding

Consolidated Transportation Bonds — 2.0% to 5.5%, due serially through 2032 for

State transportation ACHIVILY .......vvueveeieeieieiie et et e $2,014,365

Consolidated Transportation Bonds, Refunding — 4.0% to 5.0%, due serially through 2027 for
State transSportation ACtIVILY. ... . ..euenin i 564,020
TOtal .o $2,578,385
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Consolidated Transportation Bonds are limited obligations issued by the Maryland Department of Transportation (Department)
for highway, port, airport, rail, or mass transit facilities, or any combination of such facilities. The principal must be paid within 15
years from the date of issue.

As provided by law, the General Assembly shall establish in the budget for any fiscal year a maximum outstanding aggregate
amount of these Consolidated Transportation Bonds as of June 30 of the respective fiscal year that does not exceed $4,500,000,000,
through June 30, 2017, and thereafter. The aggregate principal amount of those bonds that was allowed to be outstanding as of June
30, 2017, was $2,773,900,000. The aggregate principal amount of Consolidated Transportation Bonds outstanding as of June 30,
2017, was $2,578,385,000. Consolidated Transportation Bonds are payable from the proceeds of certain excise taxes levied by statute,
a portion of the corporate income tax and a portion of the State sales tax credited to the Department. These amounts are available to
the extent necessary for that exclusive purpose before being available for other uses by the Department. If those tax proceeds become
insufficient to meet debt service requirements, other receipts of the Department are available for that purpose. The holders of such
bonds are not entitled to look to other State resources for payments.

Under the terms of the authorizing bond resolutions, additional Consolidated Transportation Bonds may be issued, provided,
among other conditions, that (1) total receipts (excluding Federal funds for capital projects, bond and note proceeds, and other receipts
not available for debt service), less administration, operation and maintenance expenses for the preceding fiscal year, equal at least
two times the maximum annual debt service on all Consolidated Transportation Bonds outstanding and to be issued, and that (2) total
proceeds from pledged taxes equal at least two times the maximum annual debt service on all Consolidated Transportation Bonds
outstanding and to be issued.

The 2016 session of the General Assembly established a maximum outstanding principal amount of $609,600,000, as of June 30,
2017, for all nontraditional debt of the Department. Nontraditional debt outstanding is defined as any debt instrument that is not a
Consolidated Transportation Bond or GARVEE bond (tax-exempt debt backed by annual federal appropriations for federal-aid
transportation projects). This debt includes certificates of participation, debt backed by customer facility charges, passenger facility
charges, or other revenues, and debt issued by the Maryland Economic Development Corporation or any other third party on behalf of
the Department. As of June 30, 2017, the Department’s nontraditional debt outstanding was $650,609,000, and was reported as
obligations under capital leases and includes funds held by the bond trustee under these agreements.

Avrbitrage regulations are applicable to the transportation bonds payable. The Department estimates there are no material
liabilities for arbitrage rebates as of June 30, 2017.

During the year, the Department issued Consolidated Transportation Bonds in the amount of $650,000,000, with net premiums of
$90,726,000, with maturities ranging from September 2019 to November 2031, and with interest rates ranging from 3.0% to 5.0%.
Consolidated Transportation Bonds, Refunding were also issued in the amount of $242,525,000, with a premium of $32,611,000, and
maturities ranging from May 2020 to May 2032, and with interest rates ranging from 3.1% to 5.0%. As of June 30, 2017, the
Department has $446,295,000, of defeased debt outstanding.

As of June 30, 2017, Department bond debt service requirements for principal and interest in future years were as follows
(amounts expressed in thousands).

Consolidated Transportation Bonds

Years Ending June 30, Principal Interest

2008, $ 221,710  $ 109,635
2000 199,410 99,423
2020 . 205,755 89,228
0 223,295 79,178
202 227,855 68,405
2023- 905,815 204,286
2028-2032 594,545 46,290
Total $ 2578385 $ 696,445
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County Transportation Bonds are issued by the Department and the proceeds are used by participating counties and Baltimore
City to fund local road construction, reconstruction and other transportation projects and facilities and to provide local participating
funds for Federally-aided highway projects. Debt service on these bonds is payable from the participating counties’ and Baltimore
City’s share of highway user revenues. County transportation debt is the obligation of the participating counties rather than the
Department. Unexpended bond proceeds in the amount of $23,711,000, and certain debt service sinking fund amounts aggregating
$15,942,000, were invested in money market accounts as of June 30, 2017. These funds are restricted for project funds and county
bond debt service, respectively, and are reported as cash and cash equivalents in the agency funds. At year end, $108,800,000, in
County Transportation Revenue Bonds were outstanding.

Subsequent to June 30, 2017, on September 13, 2017, the Department issued $425,000,000 of Consolidated Transportation Bonds
to fund transportation projects.

Obligations Under Capital Leases —

Obligations under capital leases as of June 30, 2017, bore interest at annual rates ranging from 0.1% to 6.7%. Capital lease
obligations with third parties in fiscal year 2017 increased by $9,900,000, for master equipment leases entered into by the general fund
and $15,040,000, for transportation-related projects entered into by the Maryland Department of Transportation. The capital leases
with component units include the general fund’s capital leases with the Maryland Stadium Authority, which are being paid with the
net proceeds transferred from certain lottery games. Following is a schedule of annual future minimum payments under these
obligations, along with the present value of the related net minimum payments as of June 30, 2017 (amounts expressed in thousands).

Capital Lease Obligations with

Years Ending June 30, Third Parties Component Units

2008, et $ 99,511 $ 23,965
2009, e 98,468 23,954
2020, et 99,103 23,854
20211t 94,841 10,329
202 e 93,320 10,342
20232027 e 401,987 31,408

2028-2032. ...t 234,163

2033-2037 e 14,696
Total future minimum payments..............ceeeeeenennnnnn. 1,136,089 123,852
Less: Amount representing interest..................... 254,980 19,887
Less: Restricted cash and investments..................... 38,746 865
Present value of net minimum payments......... $ 842,363 $ 103,100

The reduction shown for restricted cash and investments in the amounts of $38,746,000, and $865,000, is monies held by the
bond trustee to be used primarily for construction expenditures.

The assets acquired through capital leases were as follows (amounts expressed in thousands).

Third Parties

Asset Amount
CONSEIUCEION IN PrOZIESS. ... o vveeee et $ 134,328
Land and improvements. ..........ouvuenireerenineetenieteteeeneeateaeaeeanennns 19,040
Buildings and improvements ..............o.eueiietirininreneieenineaneianeeanans 1,451,056
Machinery and eqUIPMENL. ........o.euiteriniteteniiteteateeeeeeeneeaaans 250,024
INfraStrUCTULE. . . ..o e 331,878
Total acqUITed @SSELS .....uuineeetieit e 2,186,326
Less: Accumulated depreciation .............coevviiiveiiineiininnnn... 935,387
Total capital aSSEtS — NEt .........cc.oveieieiii i $ 1,250,939
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Pollution Remediation Obligations —

The State has recognized a pollution remediation obligation on the statement of net position for governmental activities. A
pollution remediation obligation is a liability which addresses the current or potential detrimental effects of existing pollution and may
include pre-cleanup activities (site assessment, feasibility study), cleanup activities (neutralization, containment, removal and disposal,
site restoration), oversight and enforcement and post remediation monitoring.

Obligating events initiate the recognition of a pollution remediation liability. These events include any of the following.

(@) There is an imminent danger to the public.

(b) The State is in violation of a related permit or license.

(c) The State is identified as a responsible party or potentially responsible party (PRP) by a regulator.
(d) The State is named or has evidence that it will be named in a lawsuit.

(e) The State commences, or legally obligates itself to commence, pollution remediation activities.

The pollution remediation obligation is an estimate and subject to changes resulting from price increases or reductions,
technology, or changes in applicable laws or regulations. The liability is recognized as it becomes estimable. In some cases, this may
be at inception. In other cases, components of a liability (for example, legal services, site investigation or required post remediation
monitoring) are recognized as they become reasonably estimable. At a minimum, the liability is reviewed for sufficiency when
various benchmarks occur, such as receipt of an administrative order, participation as a responsible party or PRP in a site assessment,
completion of a corrective measures feasibility study, issuance of an authorization to proceed, and as remediation is implemented and
monitored.

Measurement of the liability is based on the current value of outlays expected to be incurred using the expected cash flow
technique. This technique measures the liability as the sum of probability-weighted amounts in a range of possible estimated amounts
— the estimated mean or average. Expected recoveries reduce the pollution remediation expense.

The pollution remediation estimated liability is $162,919,000, with no estimated recoveries from third parties to reduce the
liability. Included in this liability are cost estimates for site monitoring and repair, excavation of road and infrastructure and
replacement of buildings as a result of site contaminations by hazardous materials under Federal and State law in the amount of
$157,396,000. In these cases, either the State has been named in a lawsuit by a State regulator or the State legally obligated itself
under the Environmental Article, Section 7-201, of the Annotated Code of Maryland.

The estimated liability also includes $5,523,000, for the clean-up of illegal tire dumps for which the State is legally obligated
under the Environmental Article, Section 9-2 of the Annotated Code of Maryland.

The cost estimates and assumptions for the pollution remediation due to site contamination from hazardous materials are based on
engineering design estimates. The cost estimates and assumptions for the tire dump clean-up are based on estimated unit cost of
$830/ton based on historical data, fuel costs, specific site factors and oversight costs.

Agricultural Land Preservation Installment Purchase Obligation—

Under the Maryland Agricultural Land Preservation Program, the State purchases agricultural preservation easements restricting
development on prime farmland and woodland.

Landowners have the option to choose a lump-sum payment option or installment payment option. The installment payment
option is available by taking payments in equal amounts over two to ten years. The landowner may elect to take a certain amount in
cash at the time of settlement and divide the remainder of the offer amount equally to be paid annually over the subsequent years. For
the installment payments, the funds are invested by the State Treasurer in certificates of deposit at the interest rate in effect on the day
of deposit in order to mature in accordance with the schedule of installments indicated by the landowners. Interest rates currently
range from 0.15% to 1.98%. Each installment includes interest minus one-quarter of one percent of the interest earned. All
installments are paid either April 1 or October 1 beginning the calendar year after the year settlement has occurred. Installment
obligations mature through April 2024.

CQMPTROLLER
0f MARYLAND
Serving the People

COMPREHENSIVE ANNUAL FINANCIAL REPORT 85



A summary of long-term debt outstanding for the agricultural land preservation installment purchase obligation at June 30, 2017

is as follows (amounts expressed in thousands):

Years Ending June 30, Principal Interest
208 $ 1,449 $ 35
20010 871 21
2020, e 720 15
202 ] 376 9
2022 e 283 5
2023-2024 ... 135

TOtAL. ..o $ 3,834 $ 85

For the governmental activities, compensated absences, self insurance, net pension liability, net other post-employment benefits
obligations, obligations under capital leases, pollution remediation obligations, and Agricultural Land Preservation Installment
Purchase obligations are generally liquidated by the general or special revenue fund as applicable.

B. Long Term Obligations — Business-type Activities:

Changes in long-term obligations for business-type activities as of June 30, 2017, were as follows (amounts expressed in

thousands).

Amounts Due

Balance Balance Within One
July 1, 2016 Additions Reductions June 30, 2017 Year
Bonds Payable:
Revenue bonds payable............... $5,630,773 $688,830 $974,522 $5,345,081 $260,085
Other Liabilities:
Lottery prizes...........coovvnenennn.. 32,077 4,904 4,715 32,266 3,352
Escrow deposits .............c..oeenets 51,359 47,641 20,371 78,629 44,927
Compensated absences ................ 14,925 9,294 8,875 15,344 4,164
Self-insurance costs .................... 13,919 4,223 3,370 14,772 2,215
Pension liability ......................... 256,231 33,971 290,202
Obligation under capital leases....... 48,285 12,616 35,669 13,250
Total other liabilities.......... 416,796 100,033 49,947 466,882 67,908
Total long-term liabilities —
business type activities........... $6,047,569 $788,863 $1,024,469 $5,811,963 $327,993

Debt service requirements for business-type activities’ notes payable and revenue bonds to maturity were as follows (amounts

expressed in thousands)

Maryland
Community Water Quality Maryland
Development Financing Transportation
Administration Administration Authority

Year Ending June 30, Principal Interest Principal Interest Principal Interest
2018 e $ 85288 $ 62219 $ 23,620 $ 13,594 $ 151,177 $ 133,408
2019 ceiiee 75,755 61,963 22,730 12,430 159,065 126,151
2020 ceiiieieie e 69,155 60,053 23,935 11,330 130,639 118,429
2021 i 57,840 58,184 25,130 10,140 85,470 112,193
2022 .t 57,535 56,509 26,375 8,886 91,278 108,234
2023-2027 e 276,760 257,168 125,365 25,788 515,989 475,125
2028-2032. .. 364,210 204,367 70,375 4,168 516,999 356,438
2033-2037 e eeeeeeeee e 368,885 140,780 494,671 239,653
20382042 293,210 83,603 583,847 106,157
20432047 ..ot 260,739 39,780 174,975 14,164
2048-2052. ...t 68,130 16,596 24,330 309
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Maryland

Community Water Quality Maryland
Development Financing Transportation
Administration Administration Authority
Year Ending June 30, Principal Interest Principal Interest Principal Interest
2053-2057 1euiiiiiie e 23,865 7,056
2058-2002.......ieiiieiiee, 22,630 1,283
Total ..o 2,024,002 1,049,561 317,530 86,336 2,928,440 1,790,261
Discounts and premiums............ 6,889 25,073 38,562
Totals ................ $ 2,030,891  $1,049,561 $ 342,603 $ 86,336 $ 2,967,002 $ 1,790,261

Community Development Administration (Administration) — Revenue Bonds

The Administration, an agency of the Department of Housing and Community Development, has issued revenue bonds, proceeds
of which were used for various mortgage loan programs. Assets aggregating approximately $2,607,201,000, and revenues of each
mortgage loan program are pledged as collateral for the revenue bonds. Interest rates range from 0.4% to 6.8%, with the bonds
maturing serially through 2059. The principal amount outstanding as of June 30, 2017, was $2,030,891,000. Substantially all bonds
are subject to redemption provisions at the option of the Administration. Redemptions are permitted at par through the use of
unexpended bond proceeds and excess funds accumulated primarily through prepayment of mortgage loans. During fiscal year 2017,
the Administration issued $664,331,000, of revenue bonds with interest rates ranging from 0.8% to 4.4% and maturing serially
through 2059.

Included in this amount were $329,086,000 of 2016 Series A bonds, which refunded $321,619,000 of 2006 Series K, L, O, P,
and S, and 2007 Series A and B bonds, in full on September 1, 2016. This economic refunding resulted in debt service savings of
approximately $23,700,000. Also included in this amount were $263,060,000 of 2017 Series A bonds, which refunded $255,060,000
of 2007 Series D, E, F, H, I, and J bonds, in full on May 8, 2017. This economic refunding resulted in debt service savings of
approximately $25,600,000. The difference between the reacquisition price and the net carrying amount of the old debt is reported as a
deferred inflow of resources at its unamortized balance of $918,000 as of June 30, 2017.

Subsequent to June 30, 2017, the Administration issued a total of $39,035,000, and redeemed a total of $28,205,000, revenue
bonds.

Interest Rate Swaps:

Obijective of the interest rate swap. As a means to lower its borrowing costs, when compared against fixed-rate bonds at the time
of issuance, the Administration entered into interest rate swaps in connection with the variable rate revenue bonds totaling
$58,325,000. The intention of the swaps was to effectively change the Administration’s variable interest rate on the bonds to fixed
rates.

Terms. The bonds and the related swap agreements mature from September 1, 2038 through September 1, 2043, and the swaps’
notional amount of $58,325,000, matches the amount of the variable rate bonds. Under the swap agreements, the Administration pays
the counterparty a fixed payment of from 3.7% to 4.3% and receives a variable payment computed as either 64% of the London
Interbank Offered Rate (LIBOR) plus .2% or .3%. Conversely, the bonds’ variable rate is based on the Securities Industry and
Financial Markets Association Rate.

Credit risk. The fair value of the swaps represents the Administration’s credit exposure to each counterparty as of June 30, 2017.
The fair value of one swap with one counterparty is ($144,000) and the fair value of a second swap with another counterparty is
($1,773,000). Therefore, the Administration is not exposed to credit risk as of June 30, 2017, because the swaps have a negative fair
value. However, should the valuation of the swap change and the fair value turn positive, the Administration would be exposed to
credit risk in the amount of the swap’s fair value. The first counterparty is rated Aa by Moody’s and AA by Fitch and the second
counterparty is rated AA by Standard and Poor’s and Aa by Moody’s. To mitigate the potential for credit risk, if the counterparties’
credit quality falls to A or below, the fair value of the swaps will be fully collateralized by the counterparties.

Basis risk. The swaps would expose the Administration to basis risk should the relationship between LIBOR and the Security
Industry and Financial Markets Association Rate converge. If a change occurs that results in the rates moving to convergence, the
expected cost savings may not be realized.
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Termination risk. The Administration or the counterparty may terminate the swap if the other party fails to perform under the
terms of the contract. The counterparty can terminate the contract if the ratings on the related bonds fall below the credit rating
thresholds. If a swap is terminated, the underlying variable rate bonds may be exposed to rising interest rates. If at the time of such
termination a swap has a negative fair value, the Administration would be liable to the counterparty for a payment equal to the swap’s
fair value along with any accrued interest.

Swap payments and associated debt. Using rates as of June 30, 2017, debt service requirements of the variable rate debt and net
swap payments, assuming current interest rates remain the same for their term, are as follows (amounts expressed in thousands). As
rates vary, variable rate bond interest payments and net swap payments will vary.

Hedged Variable
Rate Bonds Interest Rate

Year Ending June 30, Principal Interest Swaps, Net Total
2018 o $ 2,740 $ 516 $ 1595 $ 4,851
2019 2,930 506 1,458 4,894
2020 e 1,230 487 1,373 3,090
2021 1,400 473 1,319 3,192
2022 1,590 460 1,258 3,308
2023-2027 8,895 2,050 5,297 16,242
2028-2032 9,920 1,625 3,674 15,219
2033-2037 12,280 1,109 1,863 15,252
2038-2042 ... 4,230 623 216 5,069
2043-2047 o 13,110 176 15 13,301

TOtaL. ..o $ 58325 $ 8,025 $ 1,068 $ 84418

Fair value. Because interest rates have generally decreased since execution of the swaps, the swaps have a fair value of
($1,917,000) as of June 30, 2017. The swaps’ fair value may be countered by a decrease in total interest payments required under the
variable rate bonds, creating a lower synthetic interest rate. Because the coupons on the Administration’s variable rate bonds adjust to
changing interest rates, the bonds do not have a corresponding fair value decrease.

The table below summarizes the total fair values for the Administration’s interest rate swaps as of June 30, 2016 and 2017, and
the changes in fair values for the year ended June 30, 2017 (amounts expressed in thousands).

Total Total Change
Fair Value at Fair Value at in Fair Value
June 30, 2016 June 30, 2017 for the Period
Interest rate swaps:
Cash flow hedges........................... $ (6,908) $ (1,917) $ 4,991

The fair value balances of derivative instruments (interest rate swaps) outstanding as of June 30, 2017, classified by type, and the
changes in fair value as presented on the financial statements for the year ended June 30, 2017, are as follows (amounts expressed in
thousands).

Change in Fair Value Fair Value at June 30, 2017 Outstanding Notional
Classification Amount Classification Amount Amounts
Cash flow hedges:
Pay fixed interest Deferred
rate swaps................ outflow $ 4,991 Debt $(1,917) $ 58,325

The fair value of the swaps is based on market value and is affirmed by an independent advisor whose valuation method and
assumptions are in accordance with accounting guidance issued by GASB. The fair value measurement for the swaps’ deferred
outflow and liability is based on Level 2 inputs. The fair values of the interest rate swaps were estimated using the zero-coupon
method. This method calculates the future net settlement payments required by the swap, assuming that the current forward rates
implied by the yield curve correctly anticipate future spot interest rates. These payments are then discounted using the spot rates
implied by the current yield curve for hypothetical zero-coupon bonds due on each future net settlement on the swaps.
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As of June 30, 2017, all of the Administration’s swaps meet the criteria for effectiveness and the swap fair values are classified as

deferred outflow.

Maryland Water Quality Financing Administration (Administration) — Revenue Bonds

The Administration, an agency of the Department of Environment, has issued revenue bonds for providing loans and grants.
Interest rates range from 1.5% to 4.1%, payable semiannually, with annual installments from $2,515,000, to $23,470,000, to March 1,
2030. The principal amount outstanding as of June 30, 2017, was $342,603,000. These bonds are payable solely from the revenue,

money or property of the Administration.

In November 2016, the Administration issued $21,025,000, of 2016 Series Water Quality Revolving Loan Fund at an interest
rate of 1.5% due serially from March 1, 2017 to March 1, 2025, to advance refund $23,640,000 Series 2008A bonds. The interest rate

on the refunded bonds was 4.1%, and the transaction resulted in a net present value savings of $2,730,000.
Maryland Transportation Authority Bonds:

Bonds outstanding as of June 30, 2017, are as follows (amounts expressed in thousands).

BWI Consolidated Car Rental Facility Revenue Bonds, Series 2002, maturing in annual installments ranging from $3,270 to
$8,505 from July 1, 2017, to July 1, 2032, with interest rates ranging from 2.7% to 6.7%, payable semiannually............
BWI Airport Parking Revenue Refunding Bonds, Series 2012A and 2012B, maturing in annual installments ranging from
$11,385 to $16,455 from March 1, 2018, to March 1, 2027, with interest rates ranging from 4.0% to 5.0% payable
SEIMIANNUALLY. . ..o e e ettt e
Lease Revenue Refunding Bonds, Series 2015, maturing in annual installments ranging from $225 to $1,422
from July 1, 2017, to July 1, 2032, with an interest rate of 2.6% payable semiannually........................oooiiinen.
Grant and Revenue Anticipation Bonds, Series 2007 (GARVEE bonds), maturing in annual installments ranging from
$32,760 to $34,390 from March 1, 2018, to March 1, 2019, with an interest rate of 4.0% payable semiannually to finance
the Intercounty ConnECtOr HIGNWAY PrOJECT. ... ..uu ettt e ettt e e aeaes
Series 2007 Revenue Bonds, for construction and improvement of Authority’s Transportation Facilities projects, maturing in
annual installments of $6,630 to $12,685 from July 1, 2017, to July 1, 2041, with interest rates ranging from 4.0% to 5.0%
payable SeMIANNUAILY ... e
Series 2008 Revenue Bonds, for construction and improvement of Authority’s Transportation Facilities projects, maturing in
annual installments of $10,815 to $31,070 from July 1, 2017, to July 1, 2041, with interest rates ranging from
4.8% 10 5.1% payable semiannually............o.ouieii i
Series 2008 A Revolving loan under the Transportation Infrastructure Finance and Innovation Act (TIFIA), for the
Intercounty Connector Project maturing to July 1, 2047 with a fixed interest rate at 2.6% and an accreted amount ..........
Series 2009 Revenue Bonds, for construction and improvements of Authority’s Transportation Facilities projects, maturing
from July 1, 2017 to July 1, 2043, with interest rates ranging from 3.0% to 5.9% payable semiannually.......................
Series 2010 Revenue Bonds, for construction and improvements of the Authority’s Transportation Facilities projects,
maturing from July 1, 2017 to July 1, 2041, with interest rates ranging from 4.0% to 5.8% payable semiannually..........
Grant and Revenue Anticipation Bonds, Series 2008 (GARVEE bonds), maturing in annual installments ranging from
$44,150 to $48,865 from March 1, 2018, to March 1, 2020, with an interest rate of 4.3% payable semiannually to finance
the Intercounty Connector HighWay PrOJect.........o.uiuiuiiiii i et as
Passenger Facility Charge Revenue Bonds, Series 2012A, maturing in annual installments of $2,025 to $3,780 from June 1,
2018 to June 1, 2032, with interest rates ranging from 0.7% to 4.3% payable semiannually..............c.c.cooiiiiii..
Series 2012 Revenue Refunding Bonds maturing in annual installments of $3,725 to $6,225, from July 1, 2017 to July 1,
2029, with interest rates ranging from 3.0% to 5.0% payable semiannuall. ............ ...
Passenger Facility Charge Revenue Bonds, Series 2012B, maturing in annual installments of $6,025 to $7,765 from June 1,
2018 to June 1, 2027, with interest rates ranging from 0.6% to 2.7% payable semiannually.....................cooiiiii
Variable Passenger Facility Charge Revenue Bonds, Series 2012C, via sinking fund payments of $43,400 through June 1,
2032, with a current variable Tate 0f L0490 ... iri i e
Passenger Facility Charge Revenue Bonds BWI Thurgood Marshall Airport, Series 2014, maturing in annual installments of
$1,505 to $2,535 from June 1, 2018 to June 1, 2034, with interest rates ranging from 0.4% to 3.8% payable semiannually.
Lease Revenue Refunding Bonds Metrorail Parking Projects, Series 2014, maturing in annual installments ranging from
$1,585 to $2,395 from July 1, 2017, to July 1, 2028, with interest rates ranging from 2.0% to 5.0%, payable
SEMIANNUALY. . .. .ttt e e e e e e
UNAMOITIZEA PIEIMIUM ...ttt eee ettt et e e e et et et et e ettt ettt e e e e et et et et et e a e n et et e aeaeaaaans

$ 87,830

136,900

18,011

67,150

289,280

525,170

529,519

539,030

317,230

139,440

41,535

63,995

69,510

43,400

36,535

23,905
38,562

$ 2,967,002

COMPREHENSIVE ANNUAL FINANCIAL REPORT 89

| CQMPTROLLER
0f MARYLAND

Serving the People



Revenue bonds are payable solely from the revenues of the transportation facilities projects. Capital assets constructed from BWI
facilities, WMATA Metrorail and the Calvert Street Parking Project are not capital assets of the Authority. TIFIA bonds payable
include an accreted amount of $13,519,000, as of June 30, 2017.

Grant and Revenue Anticipation Bonds (GARVEE Bonds) are payable from a portion of Maryland’s future Federal highway aid
and other pledged monies. These bonds are not general obligations of the Authority or legal obligations of the Maryland Department
of Transportation or the State.

Obligations Under Capital Leases —

Obligations of business-type activities under capital leases as of June 30, 2017, were as follows (amounts expressed in thousands).

Maryland Lottery and Gaming

Years Ending June 30, Control Agency (MLGCA)
2008 e $ 13,250
2000 e 13,250
2020 et 9,920
Total minimum lease payments............................ 36,420
Less: Imputed interest...........cooevvvveriinninininnenennnn. 751
Present value of net minimum lease payments ........ $ 35,669

The MLGCA has entered into lease agreements for certain on-line gaming system equipment and a computer system. As of June
30, 2017, assets acquired under leases and the related accumulated amortization totaled $91,984,000, and $56,857,000, respectively,
and were included in capital assets in the Statement of Net Position, Business-type Activities.

Department of Housing and Community Development (DHCD) State Funded Loan Programs — Note Payable

In April 2010, the DHCD obtained a loan from the John D. and Catherine T. MacArthur Foundation to preserve affordable
housing for low-income persons and families near military bases in counties in Maryland impacted by the Base Realignment and
Closure initiative (BRAC). In fiscal year 2012, several Maryland counties committed matching funds for participation in the BRAC.
As of June 30, 2017, total notes payable for BRAC are $4,585,000. This balance includes the loans received from the MacArthur
Foundation as well as several Maryland counties. The loans bear interest at the rate of 2.0%, and are committed for no less than 10
years.

C. Notes and Revenue Bonds Payable — Component Units
Higher Education —

Certain State higher education institutions have issued revenue bonds for the acquisition, renovation, and construction of student
housing and other facilities. Student fees and other user revenues collateralize the revenue bonds. Interest rates range from 2.0% to
6.1% on the revenue bonds.

Debt service requirements to maturity were as follows (amounts expressed in thousands).

Notes Payable and

Other Long-Term Debt Revenue Bonds

Year Ending June 30, Principal Interest Principal Interest

2008, e $ 5085 $ 1,231 % 94521 $ 52,189
2009 i 4,108 1,559 96,001 46,903
2020 e 3,320 1,500 95,221 42,608
2021 e 3,028 1,439 93,051 38,481
2022 15,437 983 81,430 34,275
20232027 e 28,602 562 369,531 119,079
2028-2032. .. 266,205 47,956
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Notes Payable and

Other Long-Term Debt Revenue Bonds
Year Ending June 30, Principal Interest Principal Interest
20332037 et 100,845 9,459
2038 i 255 6
TOtAl. e 59,580 7,274 1,197,060 390,956
Accumulated accreted interest, premiums and discounts... 105,201
Total. ..o $ 59,580 $ 7274 $ 1,302,261 $ 390,956

The bonds issued are the debt and obligation of the issuing higher education institutions and are not a debt and obligation of, or
pledge of, the faith and credit of the State.

As of June 30, 2017, higher education institutions have defeased debt outstanding of $109,025,000, resulting from the refunding
of previously issued debt. Accordingly, the trust account assets and the liability for the defeased bonds were not included in these
financial statements.

As of June 30, 2017, cash and investments were held by the trustees for the higher education institutions in the amount of
$100,013,000, for the University System of Maryland (System), $119,000, for St. Mary’s College of Maryland, and $4,885,000, for
Morgan State University.

On February 15, 2017, University System of Maryland issued $115,000,000, of 2017 Series A Bonds at interest rates ranging
from 4.0 % to 5.0% maturing from 2018 to 2037. On February 15, 2017, the System also issued $50,075,000, of 2017 Refunding
Series B Bonds at an interest rate of 5.0% maturing from 2018 to 2023 for refinancing $54,455,000, of previously issued bonds for
construction and University facilities renewal. The reduction in future debt service was $4,873,000. The economic gain on the
transaction was $4,540,000.

Obligations under capital leases of $25,655,000, existed as of June 30, 2017, and bore interest at annual rates ranging from 1.0% -
6.8%.

Maryland Stadium Authority (Authority) — Revenue Bonds:

Debt service requirements to maturity for Maryland Stadium Authority revenue bonds and notes payable were as follows
(amounts expressed in thousands).

Years Ending June 30, Principal Interest
2008, $ 27,213 $ 21,174
2000 27,981 19,950
2 29,160 18,673
202 e 16,671 17,632
202 17,475 16,843
20232027 e 68,722 72,466
20282032 .. 45,495 58,531
208332037 et 58,070 45,961
2038-2042 ... 74,100 29,919
20432046 ... e 73,770 9,446
TOtAL .t 438,657 310,595
Unamortized premium net of unamortized discount..................... 61,727
TOtAL .ottt $ 500,384 $ 310,595

The Authority has issued various lease revenue bonds and notes to finance the construction of the baseball and football stadiums,
Baltimore City Public Schools (BCPS), and certain other facilities. Except for BCPS, the outstanding debt is to be repaid through
capital lease payments from the State, as the State has entered into capital lease arrangements for the use of the facilities financed with
the debt proceeds.

My&m‘fﬁé

Serving the People

COMPREHENSIVE ANNUAL FINANCIAL REPORT 91



In April 2013, the BCPS Construction and Revitalization Act was passed. The General Assembly authorized the Authority to
issue up to $1.1 billion in debt as limited obligations of the Authority, payable solely from the BCPS Financing Fund, established
under the Act. The Authority issued Series 2016 bonds, totaling $320,000,000,000. In support of the bonds, the Authority will
receive $60,000,000, annually, $20,000,000, each from the State of Maryland, Baltimore City, and Baltimore City Board of School
Commissioners (BCBSC). Sources of revenues include a portion of State lottery revenues, a portion of state education aid currently
committed to Baltimore City Public Schools, and other taxes collected by or payable to Baltimore City.

Expenditures for Baltimore City Public School Construction are projected to be spent over an eight-year period while the
revenues will be collected for at least thirty (30) years, which will decrease unrestricted net position until the revenues are fully
received.

As of June 30, 2017, the Authority had outstanding revenue bonds for the construction, renovation and expansion of certain
facilities as follows (amounts expressed in thousands).

Outstanding Interest Maturity

Facility Amount Rates Date
Baseball Stadium..................coocoiiii. $ 48,334 0.8% t0 6.1% December 15, 2023
Football Stadium .............c.ooooiiiiiiiin. 45,466 Variable March 1, 2026
Hippodrome Performing Arts Center................ 8,910 0.7% to 2.5% June 15, 2022
Montgomery County Conference Center ............ 10,214 4.0% to 5.0% June 15, 2024
Camden Station............oevuviniriiiinieinieens 5,105 3.0% t0 5.2% December 15, 2024
Camden Yards Complex ..........ccoovvvuiinninannn. 8,308 2.8% t0 5.6% December 15, 2024
Baltimore City Public Schools Construction ....... 374,047 5% May 1, 2046

TOtal .ovveieie e $500,384

12. Insurance:

The self-insurance liabilities represent the State’s liability for its various self-insurance programs. The State is self-insured for
general liability, property and casualty, worker’s compensation, environmental and anti-trust liabilities and certain employee health
benefits. Commercial insurance coverage is purchased for specialized exposures such as aviation hull and liability, steam boiler
coverage and certain transportation risks. There were no significant reductions or changes in the commercial insurance coverage from
the prior year, and the amount of settlements have not exceeded insurance coverage for any of the past three fiscal years.

All funds, agencies and authorities of the State participate in the self-insurance program (Program). The Program, which is
accounted for in the general fund, allocates the cost of providing claims servicing and claims payment by charging a “premium” to
each fund, agency or public authority, based on a percentage of each organization’s estimated current-year payroll or based on an
average loss experienced by each organization. This charge considers recent trends in actual claims experience of the State as a whole
and makes provision for catastrophic losses.

The Program’s liabilities are reported when it is probable that a loss has occurred and the amount of that loss can be reasonably
estimated. Liabilities include an amount for claims that have been incurred but not reported. Because actual claims liabilities depend
on such complex factors as inflation, changes in legal doctrines, and damage awards, actual claims paid could differ from these
estimates. Claims liabilities are reevaluated periodically to take into consideration recently settled claims, the frequency of claims and
other economic and social factors. Non-incremental claims adjustment expenses have been included as part of the liability for claims
and adjustments for the general liability, property and casualty, workers’ compensation, environmental and anti-trust liabilities.
Liabilities for incurred workers’ compensation losses to be settled by fixed or reasonably determinable payments over a long period of
time are reported at their present value using a 4% discount rate. The worker’s compensation and property and casualty costs are
based upon separately determined actuarial valuations for the following fiscal years ending. The employee health benefits liability is
calculated based on claims subsequently reported and claims trends.

Changes in the self-insurance liabilities during the fiscal year 2017 were as follows (amounts expressed in thousands).
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Beginning of Claims and End of Amounts
Fiscal Year Changes in Claim Fiscal Year Due Within

Liability Estimates Payments Liability One Year
Property, casualty and general liability............... $ 16511 $ 11,286  $ 10,035 $ 17,762  $ 7,940
Employee health benefits .............................. 105,500 1,540,355 1,542,855 103,000 103,000
Workers' compensation.............c.oeevvuenennenann.. 234,716 73,399 60,702 247,413 27,170
Governmental activities self-insurance costs ........ 356,727 1,625,040 1,613,592 368,175 138,110
Business-type activities workers' compensation .... 13,919 4,223 3,370 14,772 2,215
Component units workers' compensation............. 38,166 7,384 6,777 38,773 5,816
Total self-insurance costs...............coevvnnne. $ 408,812 $ 1636647 $ 1623739 $ 421,720 % 146,141

As of June 30, 2017, the Program held $338,821,000, in cash and investments designated for payments of these claims.
Changes in the self-insurance liabilities during fiscal year 2016 were as follows (amounts expressed in thousands).

Beginning of Claims and End of Amounts
Fiscal Year Changes in Claim Fiscal Year Due Within

Liability Estimates Payments Liability One Year
Property, casualty and general liability............... $ 16,647 $ 7204 $ 7340 % 16,511 $ 7,116
Employee health benefits .............................. 105,500 1,466,270 1,466,270 105,500 105,500
Workers' compensation ...................ceeeveenn... 232,394 66,816 64,494 234,716 24,293
Governmental activities self-insurance costs......... 354,541 1,540,290 1,538,104 356,727 136,909
Business-type activities workers' compensation ..... 13,110 4,603 3,794 13,919 2,087
Component units workers' compensation ............. 38,336 8,296 8,466 38,166 5,725
Total self-insurance costs ............................ $ 405987 $ 1553189 $ 1550364 $ 408,812 $ 144,721

As of June 30, 2016, the Program held $230,988,000, in cash and investments designated for payments of these claims.

13. Fund Equity:

The unrestricted deficit for governmental activities on the government-wide statement of net position is $27,010,946,000. A
portion of the deficit results from the State incurring a debt for the purposes of capital acquisition and construction on behalf of
local governments and private organizations. Since the incurrence of this debt does not result in capital assets of the State, the
debt is not reflected in the net position category, net investment in capital assets, but rather in the unrestricted net position
category. As of June 30, 2017, the State had reported outstanding general obligation bonds and capital leases applicable to these
non-State projects of $6,118,728,000. Without State financing for these capital assets, the State would have reported an
unrestricted deficit for governmental activities in the amount of $20,892,218,000.

The statement of net position for the primary government reported $2,431,275,000, of restricted net position, including

$243,829,000, restricted by enabling legislation.

Detail of the fund balance categories and classification shown in the aggregate on the governmental funds balance sheet is as

follows (amounts in thousands).

Special Revenue

Maryland Other Total
Department of Governmental Governmental
General Transportation Funds Funds
Fund balances:
Nonspendable - Prepaid items, inventories
and long-term loans and notes receivable.................. $ 571,891 $ 103,510 $ 675,401
Restricted:
DeEbt SErVICE. . oueiiei e $ 243,829 243,829
Other PUIPOSES. ... .uveeeiie e 10,459 10,459
Committed:
State Reserve Fund...............coooeiiiiiiiiiiinns 861,456 861,456
AIDS Drug ASSIStaNCe .........ccooviviririniiiiininannnnn. 78,233 78,233
Hospital Uncompensated Care ................c.cceenen.e. 14,368 14,368
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Special Revenue

Maryland Other Total
Department of Governmental Governmental
General Transportation Funds Funds
Other health and mental hygiene........................... 139,440 139,440
EdUCAtION. ... 22,187 22,187
Aid for higher education............................o 15,579 15,579
HUMAN FESOUICES. ...t 25,545 25,545
Public safety........coooiiiiiiii 61,376 61,376
Transportation............cooeviiiiiiieiee e 15,402 15,402
Mortgage Services Settlement Fund ...................... 3,733 3,733
Public Utility Customer Investment Fund............... 11,522 11,522
Other judicial...............coooiiiiii 31,338 31,338
Labor, licensing and regulation........................... 36,695 36,695
Waterway improvements...........o.veereueneenenennnnnns 11,264 11,264
Ocean beach replenishmen.....................cooeeenne. 4,449 4,449
Other natural resources and recreation................... 83,963 83,963
Housing and community development .................. 7,552 7,552
Environment........ooooviiiiiiiiii i 26,904 26,904
Agriculture ... 22,415 22,415
COMIMETCE. ...ttt 10,748 10,748
Capital Projects ........ccvviiiiiiiiie 563,388 563,388
Other PUIPOSES. ... euvnenenineeee e 95,901 95,901
UnNassigned. .......ouvnieiiieeiiee e (788,832) 83,890 (348,257) (1,053,198)
Total fund balances..............coovvveiiiiiiiiiiiiiiinnn. $ 1,358,186 $ 202,802 $ 458960 $ 2,019,948

A portion of the general fund’s committed fund balance, in the amount of $861,456,000, as of June 30, 2017, includes the
State Reserve Fund, which consists primarily of the Revenue Stabilization Account with a balance of $832,492,000. The
Revenue Stabilization Account is authorized in Section 7-311 of the State Finance and Procurement Article, Annotated Code of
Maryland. Appropriations are required to the Revenue Stabilization Account when the unappropriated general fund surplus of
the second preceding fiscal year exceeds $10,000,000. Appropriations are also required in years when the account balance is less
than 7.5% of estimated general fund revenues. If the account balance is at least 3% but less than 7.5%, an appropriation of
$50,000,000, or whatever lesser amount is necessary to bring the account balance to 7.5% of estimated general fund revenues is
required; if the account balance is less than 3%, the required appropriation is $100,000,000.

Transfer of funds from the Revenue Stabilization Account may occur only to support the operation of State government on a
temporary basis and only in amounts that are not otherwise offset by reductions made by the General Assembly in the general
fund appropriations. These circumstances are not expected to occur routinely.

Transfer of funds from the account that does not result in a balance below 5% of estimated general fund revenues must be
authorized by (1) an act of the General Assembly or (2) a specific provision of the State budget bill as enacted. Transfers
resulting in a balance below 5% must be authorized by an act of the General Assembly other than the budget bill. The use of a
budget amendment for fund transfer is prohibited.

The unrestricted deficit in net position in other enterprise funds of $9,722,000, for the Economic Development Insurance
Programs occurred because of restrictions for insuring mortgages.

14. Segment Information:

The State’s Economic Development Loan Program contains two separately identifiable activities that have separately issued
revenue bonds outstanding: housing loans of the Community Development Administration and water quality loans and grants of the
Maryland Water Quality Administration.

The Community Development Administration (CDA) has issued revenue bonds, the proceeds of which were used for various
mortgage loan programs. The assets of the loan program and revenues of each mortgage loan program are pledged as collateral for the
revenue bonds. The bond indentures require the CDA to separately account for the identifiable activity’s revenues, expenses, gains
and losses, assets and liabilities.
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The Maryland Water Quality Administration has issued revenue bonds to encourage capital investment for wastewater treatment
systems and bay restoration. These bonds are payable solely from, and secured by, the revenue, money or property of the Maryland
Water Quality Administration. The bond indentures require separate accounting for the identifiable activity’s revenues, expenses,

gains and losses, assets and liabilities.

Summary financial information for the two loan programs is presented below:

Condensed Statement of Net Position
As of June 30, 2017

(Expressed in Thousands)

Community Development
Administration

Maryland Water Quality

Administration

Assets:
Current restricted assSets ............ccooviiiiiini.. $ 735,499
Non-current restricted assets ........oooeveevnennn... 1,871,702
Total @SSELS «onnneeeeee e 2,607,201
Liabilities:
Current liabilities ... 221,391
Non-current liabilities ..., 1,974,552
Total liabilities.................ooooiiini. 2,195,943
Net position:
Restricted 411,258
Total net position..................cooeeueni. $ 411,258

$ 36,074
216,317
252,391

26,279
318,982
345,261

(92,870)
$  (92,870)

Condensed Statement of Revenues, Expenses and Changes in Net Position

For the Year Ended June 30, 2017

(Expressed in Thousands)

Community Development
Administration

Maryland Water Quality
Administration

Operating income (expenses):

Interest on loan iNCOMe. .............cocovivviniinninnnnns. $ 80,842
Other operating revenues ............coeveeivenennnn.. 11,093
Other operating eXPenses .........ccoovvvverereninenennnns. (52,239)
Operating iNCOME (108S)....c.vuenininiiiiiienenenen. 39,696
Non-operating revenues (EXPENnSes) ..........eveeeeenennnnns. (56,815)
Change in net position....................ooviiennn. (17,119)
Total net position —beginning ........................... 428,377
Total net position —ending........................... $ 411,258

$ 3,086

(41,721)
(38,635)

(46,139)
(84,774)
(8,096)

$  (92,870)

Condensed Statement of Cash Flows
For the Year Ended June 30, 2017

(Expressed in Thousands)

Community Development
Administration

Maryland Water Quality
Administration

Net cash from:

Operating activities. ............oouviueuiininiiiiieeenn, $ 25,816 $ (41,722)
Non-capital financing activities.......................oe.e.n. (209,721) (39,628)
Investing actiVities........ovvvvrenrenireieeeeeeneeennen, 183,092 39,629
Beginning cash and cash equivalents ............. 574,800 41,721
Ending cash and cash equivalents.................. $ 573,987 $ -
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15. Retirement Benefits:
Maryland State Retirement and Pension System (System):

The State is an employer in the cost-sharing multiple-employer public employee retirement system established by the State to
provide pension benefits for State employees (other than employees covered by the Maryland Transit Administration Pension Plan
described below) and employees of 147 participating political subdivision or other entities within the State.

The State Retirement Agency (the “Agency”) is the administrator of the Maryland State Retirement and Pension System (the
“System”). The System was established by the State Personnel and Pensions Article of the Annotated Code of Maryland to provide
retirement allowances and other benefits to State employees, teachers, police, judges, legislators, and employees of participating
governmental units. Responsibility for the System’s administration and operation is vested in a 15-member Board of Trustees. The
System is made up of two cost-sharing employer pools: the “State Pool” and the “Municipal Pool”. The “State Pool” consists of the
State agencies, boards of education, community colleges, and libraries. The “Municipal Pool” consists of the participating
governmental units that elected to join the System. Neither pool shares in each other’s actuarial liabilities, thus participating
governmental units that elect to join the System (the “Municipal Pool”) share in the liabilities of the Municipal Pool only.

The State of Maryland is the statutory guarantor for the payment of all pensions, annuities, retirement allowances, refunds,
reserves, and other benefits of the System. The State is obligated to annually pay into the accumulation fund of each State system at
least an amount that, when combined with the System’s accumulation funds, is sufficient to provide benefits payable under each plan
during that fiscal year. The System is accounted for as one defined benefit plan as defined in Governmental Accounting Standards
Board (GASB) Statement No. 67, Financial Reporting for Pension Plans. Additionally, the System is fiscally dependent on the State
by virtue of the legislative and executive controls exercised with respect to its operations, policies, and administrative budget.
Accordingly, the System is included in the State’s reporting entity and disclosed in its financial statements as a pension trust fund.

The System prepares a separately audited Comprehensive Annual Financial Report, which can be obtained from the Maryland
State Retirement and Pension System, 120 E. Baltimore Street, Suite 1600, Baltimore, Maryland 21202-1600 or located at
http://www.sra.state.md.us/Agency/Downloads/CAFR/.

Plan Description:

The System is administered in accordance with the State Personnel and Pensions Article of the Annotated Code of Maryland and
consists of several plans which are managed by the System’s Board of Trustees. All State employees and employees of participating
entities are covered by the plans.

“Retirement System” — retirement programs for substantially all State employees, teachers, State Police and judges who are not
members of the State Pension System.

“Pension System” — retirement programs for employees and teachers hired after January 1, 1980, and prior employees who
elected to transfer from the Retirement System.

The System provides retirement, death and disability benefits in accordance with State statutes. For participants enrolled prior to
July 1, 2011, vesting occurs after five years of service. A member terminating employment before attaining retirement age, but after
completing five years of service becomes eligible for a vested retirement allowance provided the member does not withdraw his or her
accumulated contributions. Members of the Retirement System may retire with full benefits after attaining the age of 60, or
completing 30 years of service credit, regardless of age. Members of the Pension Systems may retire with full benefits after attaining
the age of 62 with five years of service, or after completing 30 years of service credit, regardless of age. State Police members
enrolled prior to July 1, 2011, may retire with full benefits after attaining age 50, or completing 22 years of service credit, regardless
of age. Members of the Law Enforcement Officers System may retire with full benefits at age 50, or completing 25 years of service
credit, regardless of age.

The annual benefit for Retirement System members is equal to 1/55 (1.8%) of the member’s highest three-year average final
salary multiplied by the number of years of service credit. A member may retire with reduced benefits after completing 25 years of
service, regardless of age. A member of the Pension System enrolled prior to July 1, 2011, will generally receive, upon retirement, an
annual service retirement allowance equal to 1.2% of the member’s highest three-consecutive year average final salary multiplied by

the number of years of service credit on or before June 30, 1998, plus 1.8% of the highest three-consecutive year average final salary
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multiplied by the number of years of service credit after June 30, 1998. The annual benefit for a Pension System member who is
employed by a participating governmental unit that does not provide enhanced pension benefits is equal to 0.8% of the member’s
highest three-consecutive year average final salary multiplied by the number of years of service credit, with a provision for additional
benefits for compensation earned in excess of the Social Security Integration Level base. A member of either type of pension system
enrolled prior to July 1, 2011, may retire with reduced benefits after attaining age 55 and completing 15 years of service.

For new Pension System members hired on or after July 1, 2011, benefit reforms enacted during the 2011 Legislative Session
establish the pension benefit multiplier at 1.5% rather than 1.8%, calculate average final compensation based on the five highest
consecutive years of service rather than the three highest, and allow vesting after ten years of eligible service rather than five years.

The annual retirement allowance for a State Police member is equal to 2.55% of the member’s highest three-year average final
salary multiplied by each year of service and may not exceed 71.4% of member’s three years average final compensation. The annual
retirement allowance for a member of the Law Enforcement Officers Pension System (LEOPS) is 2.0% of the member’s highest three-
consecutive year average final salary (AFC) multiplied by each year of service up to a maximum of 30 years plus 1.0% AFC of
accumulated credible service in excess of 30 years. Neither the State Police Retirement System nor Law Enforcement Officers
Pension System provide for an early retirement. Other reforms similar to those enacted for System employees and teachers were
enacted for other systems in the State Pool.

Funding Policy:

In accordance with the State Personnel and Pensions Article of the Annotated Code of Maryland, employer contribution rates are
established by annual actuarial valuations using the entry age normal cost method and other actuarial assumptions adopted by the
Board of Trustees. In accordance with the law governing the Systems, all benefits of the System are funded in advance. The entry age
normal cost method is the actuarial cost method used to determine the employers’ contribution rates, member of the Retirement
system are required to contribute to the System a fixed percentage of their regular salaries and wages, 7% or 5%, depending on the
retirement plan selected. Under the 2011 Pension Reforms, members of the Pension System are required to contribute to the System
7% of their regular salaries and wages. Members of the Pension System who are employed by a participating government that does not
provide enhanced pension benefits are required to contribute to the System 5% of the regular salaries and wages that exceed the Social
Security wage base. State Police members are required to contribute 8% of their regular salaries and wages to the System. Members of
the Law Enforcement Officers Pension System are required to contribute 7% of earnable compensation. All contributions are deducted
from each member’s salary, and the resulting payments are remitted to the System on a regular and periodic basis.

The contribution requirements of the System members, as well as the State and participating governmental employers, are
established and may be amended by the General Assembly of the State of Maryland. Effective July 1, 2002, State law provides that
the contribution rates may be more or less than the actuarially determined rates for the Employees’ Retirement and Pension Systems
and the Teachers’ Retirement and Pension Systems. Contributions to these Systems are based on the Modified Corridor Funding
Method which establishes a budgetary contribution rate. As initially established, this method effectively maintained the contribution
rate in effect for the Teacher’s and Employees’ combined systems during the preceding fiscal year (as adjusted for any legislative
changes in benefit structure) as long as such systems remained between 90 percent and 110 percent funded. If either system fell below
90 percent funded (i.e. below the corridor), then the contribution rate in effect for the subsequent fiscal year would be the rate in
effect for the preceding fiscal year plus 20 percent of the difference between the current fiscal year full funding rate and the prior
fiscal year contribution rate. Conversely, if either system exceeds 110 percent funded (i.e., above the corridor), then the contribution
rate in effect for the subsequent fiscal year will be the rate in effect for the preceding fiscal year minus 20 percent of the difference
between the current fiscal year full funding rate and the prior fiscal year contribution rate. The methodology for computing the State’s
employer contribution rates for the Law Enforcement Officers’ Pension System, State Police Retirement System and the Judges’
Retirement System remains unchanged. For each of these three systems, the employer contribution rate is equal to the sum of the
normal contribution and the accrued liability contribution rates.

During fiscal year 2017, for the State Pool, the State paid $1,924,203,000, of the required contribution totaling $1,924,203,000,
which was 18.8% of covered payroll and 100.0% of the required payment. The State makes non-employer contributions to the System
for local school system teachers. The covered payroll amount includes amounts for employees for whom the State pays retirement
benefits, but does not pay the payroll. As of June 30, 2017, the State’s membership includes 167,164 active members, 46,669 vested
former members, and 138,236 retirees and beneficiaries.
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In the First Special Session of 2012, the General Assembly enacted legislation that requires local school boards to pay a portion of
the actuarially determined normal cost of local teachers' retirement phased in beginning in fiscal year 2013 until fiscal year 2017 when
the local school boards will pay 100% of normal cost.

Assumptions and Other Inputs:

The significant actuarial assumptions and other inputs listed below were used to measure the total pension liability as of the
measurement date of June 30, 2017.

Valuationmethod ..............cooiiiiiiii Individual Entry Age Normal Cost Method
Salary INCTEASES. ... .uvvieieieieieieieiiterererareranannans 3.15% t0 9.15% including inflation
Inflation.........oooiii 2.65% general, 3.15% wage
Rate of return on investments ..................c.cevenn.. 7.50%
DisCoUNt rate. ... ...oeoveiiieieiei e 7.50%
Post-retirement benefit increase ..............c.c.ocoeeie 2.26% - 3.15% for service prior to July 1, 2011
1.47% - 3.15% for service after June 30, 2011 (depending on system and provisions)
MOTEAIEY e RP-2014 Mortality Tables with projected generational mortality improvements based

on the MP-2014 2-dimensional mortality improvement scale.

System’s Fiduciary Net Position:

The System’s fiduciary net position has been determined on the same basis used by the system. The System’s financial statements
are prepared on the accrual basis of accounting. Accordingly, investment purchases and sales are recorded as of their respective trade
dates. Employer and member contributions are recognized in the period when due, pursuant to statutory or contractual requirements.
Benefits and refunds are recognized when due and payable in accordance with the terms of the Plans. Investments are reported at fair
value.

Long-term contributions receivable:

In addition to actuarially determined contributions, certain withdrawn employers also make annual installment payments,
including interest at the actuarially assumed rate of return in effect at the time of withdrawal (7% or 7.5% per year), for liabilities
associated with employees that have elected to stay in the System when their employer elected to withdraw. As of June 30, 2017, the
outstanding balance was $22,965,000. These payments are due over various time periods, based on the date of the employer’s
withdrawal.

Discount rate:

A single discount rate of 7.50% was used to measure the total pension liability. This single discount rate was based on the
expected rate of return on pension plan investments of 7.50%. The projection of cash flows used to determine this single discount rate
assumed that plan member contributions will be made at the current contribution rate and that employer contributions will be made at
rates equal to the difference between actuarially determined contribution rates and the member rate. Based on these assumptions, the
pension plan’s fiduciary net position was projected to be available to make all projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.

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

As of June 30, 2017, the State reported a liability of $22,173,456,000 ($20,520,181,000 for Governmental Activities,
$290,202,000 for Business-Type Activities and $1,363,073,000 for Component Units), for its proportionate share of the net pension
liability (NPL). The NPL was measured as of June 30, 2017, and the total pension liability (TPL) used to calculate the NPL was
determined by an actuarial valuation as of that date. The State’s proportion of the NPL was based on adjusted contributions to the
System in fiscal year 2016 relative to adjusted contributions of the State and all participating local governments, actuarially
determined. At June 30, 2017, the State’s proportion was 93.98%.
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During the year ended June 30, 2012, the State passed legislation that required local school boards of education to fund the
current service cost for teachers included in the Teachers Retirement and Pension System (TRS) which is included in the State of
Maryland Retirement and Pension System. The intent of the legislation was for the State to be responsible for past service costs,
actuarial gains and losses, and the unfunded liability. As a result, the State has determined that the NPL of TRS qualifies as a special
funding situation and as such the entire liability associated with TRS and the related deferred outflows and inflows is included in the
State’s financial statements. The NPL for the TRS is $13,164,381,000, and for the other State systems is $9,009,075,000 at June 30,
2017.

The State recognized pension expense of $2,545,458,000, consisting of $1,511,238,000 applicable to the TRS and $1,034,220,000
applicable to the other State systems, for the year ended June 30, 2017 ($2,357,270,000 for Governmental Activities, $30,102,000 for
Business- Type Activities and $158,086,000 for Component Units). At that date, the State reported deferred outflows and deferred
inflows of resources related to the State systems from the following sources (amounts expressed in thousands):

Deferred Outflows Deferred Inflows
of Resources of Resources

Changes in actuarial asSUmMpPtions...........cc.eevevueriiennenenen. $ 898,528

Difference between projected and

actual earning on pension plan investment .................... 3,489,996 $ 918,557

Contributions made subsequent to the

measurement date...........oeoviriiiiiriiiitieeeas 1,924,203

Difference between expected and actual experience............ 560,877

TOtal. .o s $ 6,312,727 $ 1,479,434

RS et $ 3,747,866 $ 878,340

Other State SyStemS.........oueuiuieieiiiiieeieeeeieeeeene 2,564,861 601,094

TOMAL ..ot $ 6,312,727 $ 1,479,434

Year ending
June 30,

The net amount reported as deferred outflows 2018 $ 650,215
of resources related to pensions (non-contributions) 2019 650,089
will be recognized in pension expense as shown to 2020 1,048,684
the right (amounts expressed in thousands). 2021 603,092

2022 (42,990)
Total $ 2,909,090

Contributions:

Deferred outflows of resources related to MSRPS of $1,924,203,000, resulting from State contributions subsequent to the
measurement date, will be recognized as a reduction of the NPL in the year ended June 30, 2018.

Sensitivity of the net pension liability to changes in the discount rate:

Regarding the sensitivity of the net pension liability to changes in the single discount rate, the following presents the plan’s net
pension liability, calculated using a single discount rate of 7.50%, as well as what the plan’s net pension liability would be if it were
using a single discount rate that is 1-percentage-point lower or 1-percentage-point higher (amounts expressed in thousands):

1% Decrease Discount Rate 1% Increase
6.50% 7.50% 8.50%
State's proportionate share of the NPL $ 31,170,322 $ 22,173,456 $ 14,711,873
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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/.

Maryland Transit Administration Pension Plan (Plan):

The Plan is a single employer non-contributory plan, which covers all Maryland Transit Administration (Administration)
employees covered by a collective bargaining agreement and all those management employees who were employed by the Baltimore
Transit Company. In addition, employees who enter the management group as a result of a transfer from a position covered by a
collective bargaining agreement maintain their participation. The Maryland Transit Administration was given authority to establish
and maintain the Plan under Transportation Article, Section 7-206(b)2(ii), of the Annotated Code of Maryland. The Plan is
administered and funded in compliance with the collective bargaining agreements. The Plan prepares separately audited financial
statements, which can be obtained from the Maryland Transit Administration Pension Plan, William Donald Schaefer Tower, 8 Saint
Paul Street, Baltimore, Maryland 21202 or located at http://www.mdot.maryland.gov/office_of finance/index.html.

Plan Description:

The Plan provides retirement, normal and early, death and disability benefits. Members may retire with full benefits at age 65
with five years of credited service or age 52 with 30 years of credited service. The annual normal retirement benefit is 1.4% - 1.6%
(1.3% prior to September 8, 2002) of final average compensation multiplied by credited service, with minimum and maximum benefit
limitations. Participants are fully vested after five years of credited service (seven years for participants hired after May 18, 2013).

As of June 30, 2017, membership in the Plan includes 2,654 active members, 509 vested former members, and 1,844 retirees and
beneficiaries. There were no investments in, loans to, or leases with parties related to the Plan. There were no Plan investments
representing 5 percent or more of total Plan assets. For the year ended June 30, 2017, the Administration’s covered and total payroll
was $137,154,000.

Funding Policy:

The Administration’s required contributions are based on actuarial valuations. The entry age normal cost method is the actuarial
cost method used to determine the employer’s contribution rates and the total pension liability. All administrative costs of the Plan are
paid by the Plan.

During fiscal year 2017, the administration paid $40,997,000, of the required contribution totaling $62,217,000, which was 29.9%
of covered payroll and 65.9% of the required payment.

Assumptions and other inputs:

The significant actuarial assumptions and other inputs listed below were used to measure the total pension liability as of the
measurement date of June 30, 2017.

Method of fuNding ...........oeveiiii Entry Age Normal Actuarial Cost Method
DASCOUNE TALE. ...\ttt et eee et et et e e eeeeaas 4.32%

Postretirement benefit iNCrease. ..........o.oovvivriiiiiiiiiiiiiiii e, 2.5% COLAs

SAIATY INCTEASE .. e..vneneneneeeiee et et Rates vary by participant service

INflation ...oeei e 3.20%

Investment rate Of FELUIM. .......oouinininiii i 7.55%, net of pension plan investment expense,

including inflation for funded benefits
The effective blended discount rate is 4.32%

Y (6] 21 1 RP-2014 Blue Collar tables with MP-2014. The RP-
2014 Disabled Retiree table is used for disabled
members

Cost of living adjustments. ...........coeoiiiiiiiiiiiiininnneeans 2.5% per year

COMPTROLLER OF MARYLAND 100 WWW.MARYLANDTAXES.COM



Plan Fiduciary Net Position:

The Plan’s fiduciary net position has been determined on the same basis used by the pension plan. The Plan’s financial statements
are prepared on the accrual basis of accounting. Accordingly, investment purchases and sales are recorded as of their respective trade
dates and all contributions and benefits including refunds of employee contributions are recorded in the period when they become due.
Investments are reported at fair value.

Net Pension Liability of the Plan:

The total pension liability of the Plans was determined by an actuarial valuation as of July 1, 2016 rolled forward to June 30, 2017
and the adjustment to the roll-forward liabilities were made to reflect the following assumptions change in the 2017 valuation:

1. Anincrease of the effective blended discount rate from 3.50% to 4.32%.

The components of the net pension liability as of June 30, 2017, are as follows (amounts expressed in thousands).

Total pension lability...........coooiiiiii $ 1,242,033
Less Plan fiduciary net position .............ooviiiiiiiiiii e 273,000
Employer net pension liability.............o.oooiiiiiii $ 969,033
Plan fiduciary net position as a percentage of the total pension liability....... 22.0%

Investments:

The long-term expected rate of return on pension plan investments was determined using a building-block method in which best-
estimate ranges of expected future real rates of return (expected returns, net of pension plan investment expense and inflation) are
developed for each major asset class. These ranges are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by adding expected inflation. Best estimates of
geometric real rates of return were adopted by the Board after considering input from the Plan’s investment consultant(s) and
actuary(s). For each major asset class that is included in the Plan’s target asset allocation as of June 30, 2017, these best estimates are
summarized in the following table:

Long-Term

Target Expected Real
Asset Class Allocation Rate of Return
Public equity 35% 4.70%
Fixed income 10% 2.00%
Credit opportunity 10% 3.00%
Real return 14% 2.80%
Absolute return 10% 5.00%
Private equity 10% 6.30%
Real estate 10% 4.50%
Cash 1% 1.40%

Total 100%

The above was the Board of Trustees adopted asset allocation policy and best estimate of geometric real rates of return for each
major asset class as of June 30, 2017.

For the year ended June 30, 2017, the annual money-weighted rate of return on pension plan investments, net of the pension plan
investment expense, was 1.5%. The money-weighted rate of return expresses investment performance, net of investment expense,
adjusted for the changing amounts actually invested.
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Discount rate:

A single discount rate of 4.32% was used to measure the total pension liability. The projection of cash flows used to determine
this single discount rate assumed that employer contributions will be made at the actuarially determined contribution rate. Since the
actuarially determined contributions do not reflect any assumed future increases of benefits for pensioners and beneficiaries (COLAS)
or the benefit cap, the Plan’s fiduciary net position is not expected to be available to make all future benefit payments of current plan

members.

Sensitivity of the net pension liability to changes in the discount rate:

The net pension liability of the MTA calculated using the discount rate of 4.32% as well as what the MTA’s net pension liability
would be if it were calculated using a discount rate that is 1% lower (3.32%) or 1% higher (5.32%) than the current rate, is as follows

(amount express in thousands).

1% Decrease Discount Rate 1% Increase
3.32% 4.32% 5.32%
Employer’s total pension liability..................c.cooeviin.o. $ 1,437,303 $ 1,242,033 $ 1,083,011
Less Plan fiduciary net position .................ccoceeiiiiiininn. 273,000 273,000 273,000
Net pension liability ..............cccooiiiiiiiii $ 1,164,303 $ 969,033 $ 810,011
Plan fiduciary net position as a
percentage of the total pension liability ............................ 19.0% 22.0% 25.2%

Pension expense, deferred outflows of resources and deferred inflows of resources and changes in net pension liability:

The components of the pension expense for the Plan at June 30, 2017, are as follows (amounts expressed in thousands).

Amount

Service cost
Interest on the total pension liability
Projected investment earnings
Administrative expenses and other

Subtotal
Changes in benefit terms
Other changes in fiduciary net position

Amortization - changes of assumptions

Amortization - actual investment earnings different than assumed
Amortization - differences between actual and expected experience

Subtotal

Total components recorded as pension expense

36,334
57,947
(20,091)
1,914
76,104
2,132
2,631
32,832
(3,260)
(7,912)
26,423

102,527

For the year ended June 30, 2017, the MTA recognized pension expense $102,527,000. At June 30, 2017, the MTA reported
deferred outflows of resources and deferred inflows of resources related to pension from the following sources (amounts expressed in

thousands):
Deferred Outflows Deferred Inflows
of Resources of Resources
Differences between actual and expected experience......... $ 39,722
Changes of asSumpPtions..........coovvveriierrereiineeniiennenannn. $ 272,667 139,376
Net difference between projected and actual earnings
on pension plan investments ..................coooeiiiennl. 3,059 4,403
TOtAL L. $ 275,726 $ 183,501
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Year ended June 30:

The net amount reported as deferred outflows of resources 2018 $ 23,954
related to pensions will be recognized in pension expense 2019 23,954
as shown to the right (amounts expressed in thousands). 2020 24,742

2021 25,684
2022 20,083
Thereafter (26,192)
Total $ 92,225

The changes in employer’s net pension liability at June 30, 2017 are as follows (amounts expressed in thousands).

Total pension liability

SEIVICE COSE. ettt ettt e e e $ 36,334
101 =) SO 57,881
Changes of benefit terms ...........ooiiiiii e 2,133
Differences between expected and actual experience ..............ccceeivieiinnennn. (20,741)
Change of assumptions or other iNPULS .............oooiiiiiiiii e (151,242)
Benefit payments, including refunds of member contributions....................... (39,062)
Net changes in total pension liability ... (114,697)
Total pension liability-beginning............cooi i 1,356,730
Total pension liability-ending(@).............oevuiiiiiiiiii e $ 1,242,033
Plan fiduciary net position
ContributionS-eMPIOYET .. ... o $ 40,997
Contributions-MEMDEY ..ot 3,095
NEt iNVESTMENT INCOME ... oeie et 27,739
Benefit payments, including refunds.................ooiii (39,062)
AdMINIStratiVe EXPENSES ... vttt (1,914)
Net change in plan fiduciary net position ................coooviiiiiiii e 30,855
Plan fiduciary net position-beginning ...............coooiiiiiiiiii i 242,145
Plan fiduciary net position-ending (b) ............ccooiiieiiii $ 273,000
Net pension liability-ending (2)-(D) ... ..oveririniii e $ 969,033

Deferred Compensation Plan (Plan):

The State offers its employees a deferred compensation plan (Plan) created in accordance with Internal Revenue Code Sections
457, 403(b), 401(a) and 401(k). The Plan, available to eligible State employees, permits participants to defer a portion of their salary
until future years. Participation in the Plan is optional. The deferred compensation is not available to employees until termination,
retirement, death or unforeseeable emergency. State law provides that the Governor appoint the nine member Board of Trustees of the
State’s Supplemental Retirement Systems. The Board is responsible for the implementation, maintenance and administration of the
Plan. The Plan prepares separately audited financial statements, which can be obtained from the Maryland Teachers & State
Employees Supplemental Retirement Plans, William Donald Schaefer Tower, Suite 200, 6 Saint Paul Street, Baltimore, Maryland
21202 or located at http://msrp.maryland.gov/agency.htm.

The State of Maryland Match Plan and Trust was established by the State on July 1, 1999. The plan is designed to be a tax-
qualified 401(a) defined contribution matching plan under Internal Revenue Code section 401(a). Under plan provision, the State
contributes to each participant’s account an amount equal to each participant’s contributions to the State’s Supplemental Retirement
Plan during the same plan year. By statute, the maximum amount contributed to this plan for each participant is $600 for each State
fiscal year. An employee’s interest in his/her account is fully vested at all times. The match program continues to be established and
funded in statue. During the year ended December 31, 2016, the State suspended the match contribution. For the plan year ended
December 31, 2016, the State contributed $16,000, to the 401(a) plan and participants contributed $66,817,000, $2,964,000, and
$85,852,000, to the 457, 403(b), and 401(k) plans, respectively.
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16. Other Postemployment Benefits, Health Benefits (OPEB):

State Employee and Retiree Health and Welfare Benefits Program:

Plan Description:

The State Employee and Retiree Health and Welfare Benefits Program (Plan) is a single-employer defined benefit healthcare plan
established by State Personnel and Pensions Article, Sections 2-501-2-516, of the Annotated Code of Maryland. The Plan is self-
insured to provide medical, hospitalization, prescription drug and dental insurance benefits to eligible state employees, retirees and
their dependents. State law grants authority to establish and amend benefit provisions to the Secretary of the Department of Budget
and Management (DBM). In addition, the Secretary shall specify by regulation the types or categories of State employees who are

eligible to enroll, with or without State subsidies, or who are not eligible to enroll.

The Postretirement Health Benefits Trust Fund (OPEB Trust) is established as an irrevocable trust under Section 34-101 of the
State Personnel and Pensions Article to receive appropriated funds and contributions which will be used to assist the Plan in financing
the State’s postretirement health insurance subsidy. The oversight of the OPEB funds is the same Board of Trustees that oversees the
Maryland State Retirement and Pension Systems. The Board of Trustees consists of 15 members. A separate audited GAAP-basis
postemployment benefit report is not available for the defined benefit healthcare trust fund. Financial statements for the OPEB Trust

are presented below:

Statement of Fiduciary Net Position
Postretirement Health Benefits Trust Fund

June 30, 2017

(Expressed in Thousands)

Assets:
Investments:

Corporate equity SECUFTLIES .......ouieieiit i
Mortgage related SECUrtIES ............ouiuirieiiiiiee e
REAIESTALE ...\t
Commingled funds ..........ooiiiii
TOtAl 8SSELS ... et

Net position:
Restricted for:

Post-retirement health benefits ..o
Total Net POSILION ... ..o

41,995
36,806
175,661
8,065
30,175
13,971

306,673

306,673

306,673

Statement of Changes in Fiduciary Net Position
Postretirement Health Benefits Trust Fund
For the Year Ended June 30, 2017

(Expressed in Thousands)

Additions:
Contributions:

EMPIOYEIS. ..o
Total contributions ...... ..o

Investment earnings:

Net increase in fair value of investments ..................cocoiiiiinnt.
101 C=] £ SR
Total iNnvestment earnings ............oeveiiiiiiiiiiiiiiiieeeeeeeene
LesS: INVEStMENE EXPENSE. . ..vveieeteietei e e e ae e eaenns
Net investment arnings ...........o.ovvieiiiiiiiiieee e
Total additions .........cieiiii
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30,807
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30,819
195

30,624
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Statement of Changes in Fiduciary Net Position
Postretirement Health Benefits Trust Fund
For the Year Ended June 30, 2017

(Expressed in Thousands)

Deductions:
Benefit PAYMENTS. ... 526,535
Total dedUCtioNS. .. .. .oeeie e 526,535
Net increase in Net POSItioN...........ccoeviiiiiiiiiiiieas 30,624
Net position - beginning............coooviiiiiiii e 276,049
Net position - ending...........coooiii i $ 306,673

Funding Policy:

The contribution requirements of Plan members and the State are established by the Secretary. Each year the Secretary
recommends to the Governor the State’s share of the costs of the Plan. Funds may be separately appropriated in the State’s budget for
transfer to the OPEB Trust. Applicable administrative expenses are payable from the OPEB Trust, but may not exceed $100,000
annually.

Generally, a retiree may enroll and participate in the health benefit options if the retiree retired directly from State service with at
least five years of creditable service, ended State service with at least ten years of creditable service and within five years before the
age at which a vested retirement allowance normally would begin, or ended State service with at least 16 years of creditable service.
For members hired on or after July 1, 2011, they are required to have completed at least 25 years of creditable service, retired directly
from State service with at least ten years of creditable service, or ended State service with at least ten years of creditable service and
within five years before the age at which a vested retirement allowance normally would begin. As of July 1, 2017, the State’s Plan
membership includes 78,557 active employees, 3,132 vested former employees, and 72,216 retirees and beneficiaries. Based on
current practice, the State subsidizes approximately 50% to 85% of retiree premiums to cover medical, dental, prescription and
hospitalization costs, depending on the type of insurance plan. The Plan assesses a charge to retirees for post-employment health care
benefits, which is based on health care insurance charges for active employees. During fiscal year 2017, the State did not appropriate
funds to the OPEB Trust to prefund future OPEB costs.

Annual OPEB Cost and Net OPEB Obligation:

The State’s annual OPEB cost (expense) is calculated based on the annual required contribution (ARC) of the employer, an
amount actuarially determined in accordance with the parameters of GASB Statement No. 45. The ARC represents a level of funding
that, if paid on an ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities over a
period not to exceed 30 years. The following table shows the components of the State’s annual OPEB cost, the amount actually
contributed to the Plan and the State’s net OPEB obligation as of June 30, 2017 (amounts expressed in thousands).

Annual required contribution (ARC)............coouiiiiiiiiiiie e e $ 779,316
ARC AJUSEIMENL. ... ..v et et (154,007)
Interest on net OPEB obligation beginning of year.................coeeviviiiniinininnnn... 192,660
Total Annual OPEB COSt (AOC) ....vuiniiiii e 817,969
Less: Contributions made. .............oovuiuiitiitiii i 526,535
Increase in net OPEB obligation ...........cooooviiiiiiiiii 291,434
Net OPEB obligation — beginning of year.................ccoviiiiiiiiiiiiiieeeeeeeen, 4,281,332
Net OPEB obligation —end of Year ..............ccoooiiiiiiiiiiiiii e $ 4,572,766
Percentage of annual OPEB cost contributed..............cocooviiiiiiiiiiiiiiiiiniean, 64.4%

Three year historical trend information for the Plan is as follows (amounts expressed in thousands).
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Percentage of AOC Net OPEB

Fiscal Years Ended, AOC Contributed Obligation
67302017 oo $ 817,969 64.4% $ 4,572,766
6730201611+ 649,367 7556 4,281,332
613072005 oo 607,801 740 4122729

Funded Status and Funding Progress:

The funded status of the Plan, as of June 30, 2016, the most recent valuation date, was as follows (amounts expressed in
thousands):

(Unfunded AAL)
Actuarial Accrued (Unfunded AAL ) /EXcess as a
Actuarial Value of Liability (AAL) /Excess of Assets Percentage of
Plan Assets Entry Age over AAL Funded Ratio Covered Payroll Covered Payroll
$291,462 $ 12,080,912 $ (11,789,450) 2.4% $ 4,997,602 (235.9%)

Assumptions and Other Inputs:

The significant assumptions listed below were used in the actuarial valuation as of June 30, 2016, the most recent valuation date.

Actuarial cost method....................ocooe. Entry Age Normal (percent of earnings)

Asset valuation method .................cocoeeieiininin. Five-year smoothed market

Rate of return on investments ............................ 3.50%

Inflationrate ..........cooiiiiii 3.20%

Mortality.......ooooiiiii RP- 2014 Healthy Retiree Mortality Rates with Generational

Projection Using Scale MP-2014 for healthy retirees.

RP- 2014 Disability Mortality Rates with Generational
Projection Using Scale MP-2014 for disabled retirees.

RP- 2014 Pre-Retirement Mortality Rates with Generational
Projection Using Scale MP-2014 for pre-retirement.

Aggregate salary growth.................ooi 3.20%
Method to determine blended rate....................... 3.58% represents an unblended pay-go rate
Healthcare cost trend rate.............c.coooeviiiiinn. Medical: Under 65 — 8.00% graded to 4.50% over 14 years

Over 65 — 6.50% graded to 4.50% over 8 years
Prescription drug: 10.75% graded to 5.00% over 23 years
Dental: 3.50%
Amortization method .................ooo Level percentage of projected payroll
Amortization period ............cooiiiiiii 30 years (open)

GASB Statement No.74 replaced current accounting standards for reporting Other Postemployment Benefits, Health Benefits
(OPEB) Plan information beginning in fiscal year 2017. Employer accounting for OPEB continues to be based on previously-existing
standards, such as calculation of actuarial accrued liability, OPEB cost, and net OPEB obligation. GASB Statement No.75, which
will affect employer OPEB accounting beginning in fiscal year 2018, will use the assumptions and methods included in Statement
No.74. The significant provisions of GASB Statement No.74 include:

e Reporting a Total OPEB Liability (TOL), similar to an accrued actuarial liability, and basing future employer funding on
the amortization of this amount

e Using a blended discount rate to calculate future liabilities for accounting purposes, to the extent that assets attributable
to current members are not sufficient to make all benefit payments

e  Using the market value of assets to calculate net OPEB liability, similar to the unfunded actuarial accrued liability

The TOL at beginning of the measurement year is measured as of a valuation date of July 1, 2016. The TOL at the end of the
measurement year, June 30, 2017, is measured as of a valuation date of July 1, 2017.
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The components of the net OPEB liability are as follows (amounts expressed in thousands):

Total OPEB liability .........c.oeeuiiiiiiiiiiiiieas $ 11,391,883
Less: Plan fiduciary net position............................. 306,673
Employer net OPEB liability.............cccovveviiiininnnnn.. $11,085,210
Plan fiduciary net position as a percentage of the total

OPEB Hability .....ovieiiiiiiiitiiiiiiiiiieeieeann, 2.69%

Investments:

The long-term expected rate of return on OPEB plan investments was determined using a building-block method in which best-
estimate ranges of expected future real rates of return (expected returns, net of pension plan investment expense and inflation) are
developed for each major asset class. These ranges are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by adding expected inflation. Best estimates of
geometric real rates of return were adopted by the Board after considering input from the Plan’s investment consultant(s) and
actuary(s). For each major asset class that is included in the Plan’s target asset allocation as of June 30, 2017, these best estimates are
summarized in the following table:

Long-Term

Target Expected Real
Asset Class Allocation Rate of Return
Public equity.................. 36% 5.3%
Private equity................. 11 7.0
Rate Sensitive................. 21 1.2
Credit opportunity............ 9 3.6
Real Assets .................... 15 5.7
Absolute return............... 8 3.1

Total.......oooovii 100%

The above was the Board of Trustees adopted asset allocation policy and best estimate of geometric real rates of return for each
major asset class as of June 30, 2017.

Discount rate:

The Discount rate used to measure the total OPEB liability was 3.58% as of June 30, 2017. The projection of cash flow used to
determine the discount rate assumed that the State would not make additional contribution to the OPEB Trust and continue to fund the
Plan on a pay-as-you-go basis. Based on those assumptions, the OPEB Plan’s fiduciary net position was not projected to cover a full
year of projected future benefit payments. Therefore, all future benefit payments are discounted at the current index rate for 20 year,
tax-exempt general obligation municipal bonds with an average rating of AA/Aa or higher (3.58%).

Contributions:

For the fiscal year ended June 30, 2017, retiree plan members contributed $97,318,000, or approximately 15.6% of total retiree
premiums, and the State contributed $526,535,000.

Sensitivity of the net OPEB liability to changes in the healthcare cost trend rate:

Regarding the sensitivity of the net OPEB liability to change in the healthcare cost trend rates, the following presents the plan’s
net OPEB liability, calculated using current rates, as well as what the plan’s net OPEB liability would be if it were calculated using
rates that are 1-percentage-point lower or 1-percentage-point higher (amounts expressed in thousands):
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1% Decrease Current Healthcare Cost 1% Increase
in Trend Rates Trend Rates in Trend Rates

Net OPEB Liability.........cccocvviiiiiiinnnn.e. $ 9,349,084 $ 11,085,210 $ 13,293,807

Sensitivity of the net OPEB liability to changes in the discount rate:

Regarding the sensitivity of the net OPEB liability to change in the single discount rate, the following presents the plan’s net
OPEB liability, calculated using a single discount rate of 3.58%, as well as what the plan’s net OPEB liability would be if it were
calculated using a single discount rate that is 1-percentage-point lower or 1-percentage-point higher (amounts expressed in thousands):

1% Decrease Discount 1% Increase
2.58% Rate 3.58% 4.58%
Net OPEB Liability.........cccovvviiiinininnnnnn.n. $ 12,934,844 $ 11,085,210 $ 9,604,101

The annual money-weighted rate of return, net of investment expenses, on Plan investments for the year ended June 30, 2017, was
11.1%. A money-weighted rate of return expresses investment performance, net of OPEB plan investment expense, adjusted for the
changing amounts actually invested.

Maryland Transit Administration Retiree Healthcare Benefit:

The Maryland Transit Administration Retiree Healthcare Benefit (MTA OPEB) provides retiree health care benefits under a
collective bargaining agreement to all employees who are members of the MTA pension plan, except transfers from union to
management positions who are required to enroll in the State Employee and Retiree Health and Welfare Benefits Program. The MTA
currently funds retirees’ health care on a pay-as-you-go basis. The MTA does not currently have a separate fund set aside to pay
health care costs.

Plan Description:

The MTA OPEB provides medical, hospitalization, prescription drug, dental and vision insurance benefits to eligible MTA
employees, retirees and their dependents. Members are eligible at age 65 with five years of service or age 52 with 30 years of service
provided the member is enrolled in an MTA health plan at normal retirement. Members are also eligible at age 55 if the sum of the
participant’s age plus years of actual credited service equals at least 85 and the participant is enrolled in an MTA health plan at early
retirement, disability with 5 years of service and surviving spouses. A separate audited GAAP-basis postemployment benefit plan
report is not available for the healthcare plan.

As of June 30, 2017, 2,334 active employees and 1,361 retirees and beneficiaries were covered by healthcare insurance provided
by MTA.

Funding Policy:

Based on current practice, MTA subsidizes approximately 50% to 100% of retiree healthcare premiums depending on the type of
insurance plan and whether the retiree receives Medicare. Retirees make the same contribution as active employees, however
Medicare is handled separately.

Annual OPEB Cost and Net OPEB Obligation:

MTA’s annual OPEB cost is calculated based on the annual required contribution of the employer, an amount actuarially
determined in accordance with GASB Statement No. 45. The following table shows the components of MTA’s annual OPEB cost, the
amount actually contributed and MTA’s net OPEB obligation as of June 30, 2017 (amounts expressed in thousands).
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Annual required contribution (ARC)..........ccooviiiiiiiiiiiiie $ 90,004

ARC AJUSEMENT... ..o e (21,595)
Interest on net OPEB obligation beginning of year .......................... 13,434
Total Annual OPEB COSt (AOC) .....vviviiiiiieeeee e 81,843
Less: Contributions Made ...........ccooviririiiiiiiiiee s (16,887)
Increase in net OPEB obligation ................ccooiiiii 64,956
Net OPEB obligation — beginning of year................ccooviiiiniiininnn. 358,244
Net OPEB obligation —end of year................ocooovvieiniiiiniiieien. $423,200
Percentage of annual OPEB cost contributed .............ccoceiiiiiininn. ... 20.6%

Three year historical trend information for the MTA OPEB is as follows (amounts expressed in thousands).

Percentage of Net OPEB
Fiscal Years Ended, AOC AOC Contributed Obligation
6/30/2017 ..o $81,843 20.6% $423,200
6/30/2016 .....oevvneieiee e 61,624 24.8% 358,244
6/30/2015 ....ooniiiiee 58,757 23.7% 311,916

Funded Status and Funding Progress:

The funded status of the MTA OPEB, as of June 30, 2017, the most recent valuation date, was as follows (amounts expressed in
thousands):

Actuarial Unfunded (Unfunded AAL)
Actuarial ~ Accrued Liability Actuarial /Excess as a
Value of (AAL) Entry Accrued Covered Percentage of
Plan Assets Age Liability Funded Ratio Payroll Covered Payroll
$ - $ 852,796 $ (852,796) - %  $ 145834 (584.8%)

Actuarial Methods and Assumptions:

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the probabil ity
of occurrence of events far into the future. Examples include assumptions about future employment, mortality, and healthcare cost
trends. Actuarially determined amounts are subject to continual revision as actual results are compared with past expectations and new
estimates are made about the future. Projections of benefits for financial reporting purposes are based on the substantive plan (the
plan as understood by the employer and the plan members) and include the types of benefits provided at the time of each valuation and
the historical pattern of sharing of benefit costs between the employer and plan members to that point. The actuarial methods and
assumptions used include techniques that are designed to reduce the effects of short-term volatility in actuarial accrued liabilities and
the actuarial value of assets, consistent with the long-term perspective of calculations.

The accompanying schedules of funding progress and employer contributions following the footnotes present information about
the actuarial value of plan assets relative to the actuarial accrued liability for benefits and amounts contributed to the plan.

The actuarial method and significant assumptions listed below were used in the actuarial valuation as of June 30, 2017.

Actuarial cost method.................. Entry Age Normal, Level Percentage of Payroll

Rate of return on investments......... 3.75%

Inflationrate.............cooevvnvnnnn.. 2.70%

Aggregate salary growth............... 3.20%

Healthcare cost trend rate.............. Medical and Prescription: 5.80% in 2017 decreasing to 5.68% in 2050

Pre-Medicare and 5.30% Post-Medicare. The ultimate rate is 4.34% in 2080.
Dental and Vision: 4.50% per annum
Amortization method.................. Level Percentage of Payroll Closed

Amortization period..................... 18 years as of July 1, 2016

| CQMPTROLLER
0f MARYLAND
Serving the People

COMPREHENSIVE ANNUAL FINANCIAL REPORT 109



17. Commitments:

As noted in Note 2, encumbrance accounting is used to account for outstanding commitments for open purchase orders and
unfulfilled contracts in some governmental funds. Amounts related to encumbrances are reported in the general fund, $288,219,000,
the special revenue fund, $15,402,000, and the capital projects fund, $563,388,000, as of June 30, 2017.

The State’s governmental funds lease office space under various agreements that are accounted for as operating leases. Many of
the agreements contain rent escalation clauses and renewal options. These leases contain termination for convenience clauses
providing for cancellation after a certain number of days’ notice to lessors. In addition, these leases contain appropriation clauses
indicating that continuation of the lease is subject to appropriation by the legislature. Rent expenditures for the year ended June 30,
2017, were approximately $93,930,000.

As of June 30, 2017, the governmental funds, other than the Department of Transportation, had commitments of approximately
$196,662,000, for service contracts.

As of June 30, 2017, the Department of Transportation and Maryland Transportation Authority had commitments of approximately
$6.6 billion and $541,693,000, respectively, for construction of highways and mass transit facilities.

Approximately 18.7% of future expenditures related to the Department of Transportation commitments are expected to be
reimbursed from proceeds of approved Federal grants when the actual costs are incurred. The remaining portion will be funded by
other financial resources of the Department of Transportation.

The Department of Transportation, as lessor, leases space at various marine terminals, airport facilities and office space pursuant to
various noncancelable operating leases with scheduled rent increases. Minimum future rental revenues are as follows (amounts
expressed in thousands).

Years Ending June 30, Amounts
2008 e $145,281
2009 e 111,951
2020 39,948
2020 35,372
2022 30,209
2023-2027.. .. 65,573
2028-2032. ..t 6,662

TO AL e $434,996

The cost and accumulated depreciation of the assets as of June 30, 2017, were $1,517,732,000 and $795,866,000, respectively.

Total minimum future rental revenues do not include contingent rentals that may be received under certain concession leases on
the basis of a percentage of the concessionaire’s gross revenue in excess of stipulated minimums. Rental revenue was approximately
$189,010,000, for the year ended June 30, 2017.

As of June 30, 2017, the enterprise fund loan programs had committed to lend a total of $479,088,000, in additional loans and had
committed $1,560,000 for service contracts. The Community Development Administration, also an enterprise fund loan program, had
$585,060,000 of revenue bonds outstanding that are not included in the financial statements of the Administration because the bonds
are not guaranteed by the State or any other program of the State or any political subdivision. The revenue bonds are secured solely
by the individual multi-family project properties, related revenues, applicable credit enhancements or investments equal to the debt
outstanding.

As of June 30, 2017, the higher education fund had commitments of approximately $599,759,000 for the completion of projects
under construction.
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18. Contingencies:

The State is party to legal proceedings that normally occur in governmental operations. The legal proceedings are not, in the
opinion of the Attorney General, likely to have a material, adverse impact on the financial position of the State as a whole.

As of June 30, 2017, economic development loan programs were contingently liable to financial institutions for $1,972,000 for
the repayment of loans for small businesses. Non-major enterprise funds were contingently liable as insurers of $190,358,000 of
$285,587,000, mortgage loans made by public and private lenders.

Non-major component units were contingently liable as insurers of $16,610,000 of $69,309,000 economic development and
growth bonds issued by financial institutions. As of June 30, 2017, there were approved economic development bonds pending
settlement which were insured by non-major component units for $445,000.

The State receives significant financial assistance from the U.S. Government. Entitlement to the resources is generally
conditioned upon compliance with terms and conditions of the grant agreements and applicable Federal regulations, including the
expenditure of the resources for eligible purposes. Substantially all grants are subject to financial and compliance audits by the
grantors. Any disallowances as a result of these audits become a liability of the fund which received the grant. As of June 30, 2017,
the State has recognized a liability of $50,171,000, in the general fund for Medicaid claims to the federal government related to
disallowed costs under the developmental disabilities and communicable disease care programs. The State estimates that no additional
material liabilities ill result from such audits.

19. Tobacco Settlement:

Legislation enacted by the 1999 General Assembly established the Cigarette Restitution Fund for all revenues received from any
judgment against or settlement with the tobacco industry. Expenditures from the fund are made by an appropriation in the annual
State budget. The law provides that at least 50% of the appropriations shall be made for tobacco or health related purposes and the
remaining appropriations may be for any public purpose. During the 2002 legislative session, legislation was enacted providing that
for each of fiscal years 2003 through 2006, at least 25% of the appropriations shall be made for the Maryland Medical Assistance
Program (Medicaid); the 2005 legislative session increased that percentage to 30% for each year for which appropriations are made.
During the 2003 legislative session, legislation was enacted requiring that .15% of the fund be appropriated for enforcing the escrow
requirements for nonparticipating tobacco product manufacturers. Transfers of $173,250,000 were made from the proceeds in the
Cigarette Restitution Fund for fiscal year 2017 expenditure of appropriations.

As part of the Master Settlement Agreement between the states and the tobacco companies, Maryland’s share during fiscal year
2017 was $152,544,000, including the award from the arbitration panel for attorney fees. This amount does not include $17,721,000
the tobacco companies paid to the disputed account pending the outcome of litigation.

It is estimated that the payments made to the State pursuant to the Master Settlement through fiscal year 2022 will total $3.31
billion. The actual amount received each year, however, will reflect adjustments for inflation and cigarette shipment volume. In
addition, the State expects to receive $118,700,000 during that same period pursuant to an award for attorney fees by the national
arbitration panel.

20. Landfill Closure:

State and Federal laws require the Maryland Environmental Service (the Service) to cover and to perform certain maintenance
and monitoring functions at Midshore Regional Landfill I, Easton Landfill, Midshore Il, and Hobbs Road Landfill sites for 30 years
after closure. Although closure and postclosure care charges will be paid near and after the date the landfills stop accepting waste, the
Service reports a portion of these closure and postclosure care costs as a liability based upon the estimated useful life of the landfills.
Midshore I’s current cells are approximately 93% filled as of June 30, 2017. The landfill stopped accepting waste on December 31,
2010. Total closure and postclosure care costs for the landfill are currently estimated to be $3,883,000 as determined through
engineering studies, and $2,477,000 has been recognized as a liability on the June 30, 2017, Combining Statement of Net Position,
Non-Major Component Units.
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A flyover is performed annually in July to assist in the calculation of the landfill’s remaining capacity based upon the volume of
cubic yard capacity. Midshore II’s current cells, which are expected to close in 2053, are approximately 17% filled as of June 30,
2017. Total closure and postclosure care costs for the landfill are currently estimated to be $17,353,000 as determined through
engineering studies, and $2,451,000 has been recognized as a liability as of June 30, 2017. Actual costs may be subject to change due
to inflation, deflation, technology, and changes in applicable laws and regulations.

A receivable from project participants corresponding to the accrued liability has also been recorded.

Under Federal regulations, the Service has satisfied its financial assurance requirements based upon the local government
financial ratio tests of the project participants as of June 30, 2016. The Service expects to satisfy these requirements as of June 30,
2017, using the same criteria.

21. Service Concession Arrangements:

In fiscal year 2013, the Maryland Department of Transportation entered into a long-term lease with Ports America Corporation
(PAC) to manage, operate and maintain the Dundalk Marine terminal. This agreement satisfies the criteria established to be
considered a service concession arrangement.

Under the terms of the ground lease, the Department transfers rights to PAC for a term of 50 years. After 50 years ownership of
the Dundalk Marine Terminal will revert to the Department. PAC charges and collects fees from the user for container lifts, short tons
of roll on-roll off, break-bulk and bulk cargo and pays the operating costs, management fee and debt service associated with the
project. The Department has the ability to approve what services the operator is required to provide.

As of June 30, 2017, the capital assets, net of accumulated depreciation, and deferred service concession arrangement receipts
were $48,681,000.

In fiscal year 2013, Maryland Transportation Authority and Areas USA entered a 35-year Service Concession Arrangement
(SCA) agreement to redevelop and operate two travel plazas along the John F. Kennedy Memorial Highway (1-95). The structure of
the agreement between the Authority and Areas USA is a long term lease and concession. The Authority retains ownership of the
property and assets. All property and improvements, with the exception of the fueling systems, are returned to the Authority at the end
of the 35 year lease. Under the agreement, the Authority should realize reduced future operating and capital expenses; debt capacity
will be reserved for core business activities; and revenue is guaranteed over the life of the agreement. Areas USA invested
$55,890,000, which required no public subsidy or debt, to redesign and rebuild both the Maryland House and Chesapeake House
travel plazas. Areas USA will operate and maintain the travel plazas through the year 2047. The unamortized balance as of June 30,
2017, is $51,454,000, which is reported in the deferred inflow of resources on the Statement of Net Position.

The University System of Maryland has entered into a long-term lease of university-owned land and other SCA agreements with a
quasi-governmental issuer of debt and a developer to build, and an operator to manage, student housing projects at seven of the
System’s institutions.

Under the terms of the ground lease, the System transfers rights to university-owned property for a term of 40 years to the
quasi-governmental issuer of debt (the project ‘owner’). The project owner contracts with a developer to build student housing on the
property, as well as an operator that manages the facility on behalf of the owner. Each student housing project is financed using tax-
exempt debt that limits the use of the project to uses that support the institution. The owner of the project charges and collects rent
from the students, and pays the operating costs and debt service associated with the project. The residual cash flow from the project,
after paying all operating costs and management fees, is paid to the university as the ground lease payment. The institution has the
ability to approve what services the operator is required to provide and the rates that can be charged.

Upon final payment of the outstanding debt associated with the project, or upon termination of the ground lease, whichever is
sooner, the building’s ownership transfers to the university and the owner’s rights to use land revert to the university.

As of June 30, 2017, the Statement of Net Position reflects net capital assets of $334,078,000, and deferred service concession
arrangement receipts of $307,288,000, from this transaction.
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22. Tax Abatements:

For financial reporting purposes, the tax abatement is defined as an agreement between the government and an individual or entity
through which the government promises to forgo tax revenues and the individual or entity promises to subsequently take a specific
action that contributes to the economic development or otherwise benefits the government or its citizens. The following tax abatement
programs were granted and administered by the State of Maryland during fiscal year 2017. There was one tax abatement program for
which a company received a tax abatement $5 million or greater. It was the Film Production Activity Tax Credit to the Knight takes
King Production in the amount of $13.5 million.

Tax
Abatements — | Tax Filings-
Name of Program FY 2017 (1) FY 2017 (2) Program Description

Economic Development Programs:

The program is designed to maintain current level of film production in the state,
increase the current level of film production in the state and maintain the positive
impact on the State's economy. Production companies must incur a minimum of
$500,000 direct costs in Maryland to participate in the program. The companies
are reimbursed 25% of qualifying direct costs incurred in Maryland for films and
27% of qualifying direct costs incurred in Maryland for television series. The
authority under which abatements are entered into is the Annotated Code of
Maryland: Tax General Title 10, Subtitle 7, Section 10-730. State business
income tax is abated. Taxes are being reduced by an allowance of credit against
Film Production income taxes. Taxpayers receive the full amount of the credit regardless of the
Activity Tax Credit $18,900,000 2 tax liability (refundable). There are no provisions for recapture of credit.

The program provides two income tax credits to businesses that initiate major
investment projects in Maryland's economically distressed jurisdictions. The
Project Tax Credit can be $5 million and the Start Up Tax Credit can be $500,000.
The business must create at least 25 new positions paying at least 150% of the
federal minimum wage. Tax being abated is the State business income tax. Taxes
are reduced as an allowance of the credit against taxes. If the credit is less than
the tax liability the credit may be used over a 14 year period. After the 41" tax
year but before the 15™ year after the project has been placed in service the
business may apply the excess credit for project costs to non-project related tax
income and a portion may be refunded. The authority under which abatements
are entered into is the Annotated Code of Maryland: Economic Development Title
One Maryland Tax 6, Subtitle 4, Section 6-401-6-406. There is no provision for recapturing abated
Credit $18,800,000 50 taxes.

The program creates a tax credit against the State income tax for a business
operating a qualified aerospace, electronics or defense contract tax credit project.
The purpose of the program is to keep aerospace, electronics and defense
contractors employing Maryland workers and to help the Maryland economy.
The credit is $2.5 million a year for each of the three programs for 5 years. The
maximum credit is $7.5 million a year and $37.5 million total. A business
entity operating a project must create or retain 10,000 positions and expend at
least $25 million in capital expenditures in Maryland. The taxes are reduced as a
credit against state business income taxes. The authority under which the
abatements are entered into is the Annotated Code of Maryland, Tax General,
Title 10, Subtitle 7 Section 10-737. If the credit allowed in any tax year exceeds
the total income tax otherwise payable by the qualified business entity for that
taxable year the business entity may claim a refund in the amount of the excess
(refundable). The credit must be recaptured if during either of the 2 years after
the credit year the number of qualified positions falls below a rolling average
over the past 2 years of 10,000. If the credit is required to be recaptured, the
credit is recomputed and reduced on a proportionate basis, based on the
reduction of the rolling average number of qualified employees over the past 2

Aerospace, years. The recomputed credit is then subtracted from the amount of credit
Electronics or previously allowed. If, during any of the 2 years after the credit year, the rolling
Defense Contract average of qualified positions falls below 9,000 for the past 2 years, all the

Tax Credit $0 1 credits shall be recaptured.
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Name of Program

Tax
Abatements —
FY 2017 (1)

Tax Filings-
FY 2017 (2)

Program Description

Economic Developm

ent Programs:

Job Creation Tax
Credit

$600,000

24

The program is designed so that businesses that create a minimum number of
new full-time positions in Maryland may be entitled to income tax credits of up
to $1,000 per job or $1,500 per job in a revitalization area. The business facility
must be certified as creating at least 60 positions, 30 high paying positions or 25
positions if the business facility is established or expanded in a revitalization
area. The positions must be full-time positions paying at least 150% of the
federal minimum wage. The credit may be taken against corporate income tax,
personal income tax, insurance premium tax or public service franchise tax. The
authority under which abatements are entered into is the Economic Development
Section of the Annotated Code of Maryland, Section 6-304. Taxes are reduced as
an allowance of the credit against taxes. Half of the credit is claimed in the first
year and half is claimed in the second year. If the credit is more than the State
portion of the income tax due, the unused credit may be carried forward for the
next 5 years (nonrefundable). Provisions for recapturing occur if at any time
during the 3 tax years after the year the credit was earned, the average number of
new positions hired as a result of the credit fall more than 5%, the amount to be
recaptured is the amount originally claimed multiplied by the percentage
reduction in the number of newly hired employees.

Biotechnology
Investment
Incentive Tax
Credit

$11,400,000

207

The purpose of the program is to increase investment in Maryland
Biotechnology Companies. Investors may receive a credit on their corporate or
personal Maryland State income tax equal to 50% of investment not to exceed
$250,000 and for investment in companies in certain counties, 75% of
investment not to exceed $500,000. Taxes being abated are State of Maryland
corporate or personal income tax. Authority under which abatements are entered
into is the Annotated Code of Maryland, Tax General, Section 10-725. Taxes are
reduced as an allowance of credit against income taxes. The amount in excess of
the state income tax liability may be refunded (refundable). Amount is limited to
the amount in the State Reserve Fund which was $12,200,000 in fiscal year
2017. If within 2 years after the close of the tax year for which the credit was
claimed the investor sells, transfers of disposes of its ownership interest or if the
company ceases to have its headquarters and base of operations in Maryland, the
credit must be recaptured on the investors’ Maryland income tax return.

Cybersecurity
Investment
Incentive Tax
Credit

$1,000,000

The purpose of the program is to promote investment in cybersecurity companies
in Maryland. The company may receive a tax credit equal to 33% of amount
invested per investor up to $250,000 for each investor each fiscal year. The
company may receive a tax credit equal to 50% of the investment per investor up
to $500,000 per investor if the company is located in certain counties.
Companies are limited to a 2 year participation in the program. Taxes being
abated are the Maryland Corporate income tax or personal income tax for the
company receiving the investment. Authority under which abatements are
entered into is the Annotated Code of Maryland Tax General Article Section 10-
733. The company may take an allowance of credit against income taxes. If the
credit allowed exceeds the State of Maryland income tax, an individual or a
corporation may claim a refund in the amount of the excess (refundable). The
provision for recapturing abated taxes requires the cybersecurity company to
repay a prorated share of the credit claimed if within 2 years it ceases to operate
as an active business with its headquarters and base of operations in Maryland.
The prorated share is 100% if the event occurs during the taxable year the credit
was claimed, 67% if the event occurs the first year after the close of the taxable
year for which the credit was claimed and 33% if within 2 years after the tax
year for which the tax credit was claimed.
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Tax
Abatements — | Tax Filings-
Name of Program FY 2017 (1) FY 2017 (2) Program Description

Housing and Community Development Program:

The purpose of the program is to encourage private sector investment in the
rehabilitation and re-use of Competitive Commercial Projects and to promote
investment in local economies. Owners of income-producing properties may
earn a state income tax credit capped at $3 million that is equal to 20% of the
eligible rehabilitation expenses. The annual appropriation is $9 million. The tax
being abated is the State of Maryland Business or Individual Income Taxes.
Authority to abate taxes is the Annotated Code of Maryland; State Finance and
Procurement Article; Section 5A-303. A pro-rated percentage of the credit is

Sustainable subject to recapture if disqualifying work is performed or the certified
Communities Tax rehabilitation is disposed of during the 5 year period that begins with the year
Credit $8,000,000 10 the certified rehabilitation was completed.

Total tax credits
administered by
State $58,700,000 297

The State’s tax revenues were reduced by $2,300,000 under tax abatement agreements entered into and administered by the
counties and municipalities. There were three businesses that received revenue reductions of $100,000 or greater for Enterprise Zone
Tax Credits in fiscal year 2017.These businesses received tax credit certificates from Prince George’s County, Baltimore City, the
Town of Berlin in Worcester County, and the City of Hagerstown in Washington County. There was one business that received a
revenue reduction from the State for the Businesses That Create New Jobs Tax Credit Program. The tax credit program was
administered by Montgomery County.

Tax
Abatements — | Tax Filings-
Name of Program FY 2017 (1) FY 2017 (2) Program Description

Economic Development Programs:

The program is designed to bring new businesses and jobs to the State in areas
that need revitalization. Businesses enter into an agreement with counties or
municipalities to construct or make improvements to buildings located in an
enterprise zone. Businesses may receive from the State $1,000 to $9,000 in tax
credits over three years for hiring new employees at the new or renovated
facilities, Business income taxes are being abated. Taxes are being reduced by
an allowance of credit against State of Maryland income tax. The authority under
which abatements are entered into is the Annotated Code of Maryland, Tax
Property, Title 9 Subtitle 1, Section 9-103, Tax General Section 10-702, and
Economic Development Article Section 5-1401 (e). If the credit allowed in any
taxable year exceeds the State income tax for that taxable year, a business entity
may apply the excess as a credit against the State income tax for succeeding
taxable years until the earlier of the full amount of the excess is used or the
expiration of the 5t taxable year from the date on which the business entity hired
Enterprise Zone the qualified employee to whom the credit first applies. There are no provisions
Tax Credit $1,500,000 90 for recapturing abated taxes.
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Tax
Abatements — | Tax Filings-
Name of Program FY 2017 (1) FY 2017 (2) Program Description

Economic Development Programs:

The purpose of the program is to encourage businesses to create new positions
and establish and expand facilities in the State. The business must apply for and
receive certification from the local government. The business must create at least
25 new positions as part of the new or expanded business facility. The credit
against State income tax is a percentage of the local property tax liability on the
new or expanded portion of the facility times a rate of 52% to 26% for up to 6
taxable years. In addition there is an enhanced tax credit for larger facility
enhancement or construction, a larger staff and the hiring of 500 new positions.
The enhanced tax credit is 31% of the increase in the assessed value for each of
the first 24 years for which the credit is allowed. The taxes being abated are the
corporate or personal Maryland State Income Tax or the Maryland State
insurance premium tax. Taxes are being reduced by an allowance of credit
against State income tax or a reduction of State insurance premium tax. The
authority under which abatements are entered into is the Annotated Code of
Maryland, Tax General 10-704.8 and Tax Property Title 9, Subtitle 2, Section 9-
230. If the credit is more than the state liability, the unused credit may be carried

Businesses That forward for the next 5 taxable years. If at any time during the three years after
Create New Jobs the tax year the credit was earned the business fails to satisfy the thresholds to
Tax Credit $800,000 1 qualify for the credit, the credit must be recaptured.

Total tax credits
administered by
counties and

municipalities $2,300,000 91

(1) Gross dollar amount the government’s tax revenues were reduced for fiscal year 2017 as a result of tax abatement agreements
(2) Number of income tax returns filing for credit in fiscal year 2017
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STATE OF MARYLAND
Schedule of Revenues and Expenditures and Changes in Fund Balances - Budget and Actual -
Budgetary General, Special, and Federal Funds

For the Year Ended June 30, 2017

(Expressed in Thousands)

General Fund

Budget Amounts Variance
Original Final Actual Positive
Budget Budget Amounts (Negative)
Revenues:
INCOME TAXES ..+t tee ittt ettt et et et et et et et et et et et et et e e et e n e ee e $ 10,134,354 10,134,354 9,862,303 $ (272,051)
SAIES AN USE TAXES. . 1.t 4,601,449 4,601,449 4,539,320 (62,129)
OFNBE EAXES .. et e e s 1,136,076 1,136,076 1,147,778 11,702
LiCeNSES ANA FEES. ... ettt et e e e 187,217 187,217 202,368 15,151
Charges fOr SEIVICES. ... ettt et e e et et et e e 297,978 297,978 204,050 (93,928)
Interest and other iNVeStMENt INCOME..........cuiviiiie e 20,000 20,000 39,388 19,388
£ 13T PP 623,134 623,134 778,584 155,450
FEABIAl TEVENUE. .. ... ettt e e e e e e e e e e e e e e e e e e -
TOtAl FEVENUES. .. e ettt et et e et et e e e e e e e e e e et e eeaeeeanns 17,000,208 17,000,208 16,773,791 (226,417)
Expenditures and encumbrances by major function:
Payments of revenue to civil divisions of the State......................o..... 164,377 180,150 179,150 1,000
PUBLIC BB ... 283,000 259,395 259,395
LEGISIALIVE. .. .. et e e e e e e 100,596 102,104 84,192 17,912
Judicial review and 1egal............ouuiii i 627,560 634,533 616,442 18,091
Executive and administrative control................cocooiiiii i, 286,705 239,830 228,319 11,511
Financial and revenue administration..............cccoeoiiie v iiiinine e, 237,292 235,944 226,233 9,711
Budget and mManagement............vuireeeeernisieeaeeeet e vee e e e 171,715 85,079 83,304 1,775
Retirement and PENSION. ... .uu e s cet e ee eee e e e e e aeeea
GNEIAl SBIVICES. .. vttt ittt et et e et e e e e e et e e e e e e e e 72,729 75,375 69,377 5,998
Transportation and highways. ............ccooviiiiiiiiiii e,
Natural resources and reCreation.............ocoveeieiuiieiee e ee s 59,340 60,553 60,029 524
AGIICUIUTE. ... e 29,264 30,003 29,905 98
Health, hospitals and mental hygiene.............cooviii i e 4,350,441 4,436,494 4,368,961 67,533
HUMAN FESOUICES ... et vt et ettt et et et et e e et et e e e e e 626,570 651,244 646,611 4,633
Labor, licensing and regulation..............cc.oeiereiriiiine e e e e e 49,082 49,648 44,268 5,380
Public safety and correctional SErVICES..........c.vuvvienereiniiiineiee e e e 1,245,960 1,258,799 1,217,960 40,839
PUBLIC BAUCALION. .. ...ttt et et et et e ettt et et ettt e eanees 8,067,125 8,078,614 8,035,296 43,318
Housing and community development...........co.oviveiieiiiiie i e 35,983 65,973 21,352 44,621
Commerce 106,254 103,112 80,449 22,663
Maryland technology development corporation.................coooeeiieiininnnnns 34,063 34,063 34,063
ENVIFONMENL. .. ... e e e e e 32,617 41,107 30,107 11,000
JUVENITE SEIVICES. ..ottt et e et et et e e et e e et e e 287,403 276,864 271,068 5,796
SEALE POICE. . vt 266,899 284,266 283,153 1,113
State reserve fUN........oooo i 235,336 240,336 160,377 79,959
REVEISIONS. ... (30,000) (30,000) (30,000)
Total expenditures and encUMBIANCES. .........evveuiiineieeiieee e, 17,340,311 17,393,486 17,030,011 363,475
Excess of revenues over (under) expenditures........................ (340,103) (393,278) (256,220) 137,058
Other sources (uses) of financial resources:
TranSfers iN (OUL) ... ... e et et e et e e e e e e e e 149,304 149,304
Excess of revenues over (under) expenditures
and other sources (uses) of financial resources..................... (340,103) (393,278) (106,916) 286,362
Fund balances - beginning of the year.............oooii i (6,709,445) (6,431,342) 1,390,513 7,821,855
Fund balances - end 0f the Year.............ouvie i $ (7,049,548) (6,824,620) 1,283597 $ 8,108,217
See accompanying Notes to Required Supplementary Information.
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Special Fund

Federal Fund

Budget Amounts Variance Budget Amounts Variance
Original Final Actual Positive Original Final Actual Positive
Budget Budget Amounts (Negative) Budget Budget Amounts (Negative)
$ 304,629 304,629 $ 209,317 (95,312)
65,000 70,000 70,217 217
3,010,603 3,014,772 3,250,799 236,027
865,527 862,064 868,598 6,534
2,686,165 2,845,649 2,170,946 (674,703)
4,100 4,641 16,888 12,247 338 % 338
1,834,334 1,873,961 1,534,887 (339,074)
$ 12,040,824 12,953,205 11,767,519 (1,185,686)
8,770,358 8,975,716 8,121,652 (854,064) 12,040,824 12,953,205 11,767,857 (1,185,348)
892,640 919,800 919,800 11,539 11,539 11,533 6
129,847 131,840 114,672 17,168 4,302 5,915 4,762 1,153
339,871 347,677 236,254 111,423 290,648 348,892 246,961 101,931
142,868 143,852 131,816 12,036
62,637 49,117 26,247 22,870 9,450 998 21 977
23,123 23,330 21,215 2,115
4,856 7,392 4,148 3,244 1,294 1,310 661 649
3,997,012 4,099,120 4,024,435 74,685 1,183,451 1,203,839 952,685 251,154
305,787 310,633 222,294 88,339 42,612 47,403 28,793 18,610
56,237 56,957 36,360 20,597 3,626 4,979 3,775 1,204
1,407,893 1,436,773 1,298,356 138,417 6,962,243 7,799,476 7,442,450 357,026
114,005 114,133 104,566 9,567 1,849,705 1,830,306 1,643,291 187,015
172,188 174,056 136,876 37,180 219,093 220,360 158,410 61,950
143,060 143,494 129,972 13,522 33,578 34,042 28,928 5,114
605,276 622,213 608,997 13,216 1,352,750 1,354,038 1,038,681 315,357
185,418 193,022 98,507 94,515 311,589 323,755 271,541 52,214
103,894 108,307 43,718 64,589 10,482 11,315 10,331 984
7,345 7,345 7,345
719,144 719,788 303,697 416,091 83,756 84,110 74,693 9,417
4,142 4,142 4,091 51 4,860 5,082 4,965 117
96,947 106,563 96,932 9,631 9,826 9,826 3,863 5,963
9,514,190 9,719,554 8,570,298 1,149,256 12,384,804 13,297,185 11,926,344 1,370,841
(743,832) (743,838) (448,646) 295,192 (343,980) (343,980) (158,487) 185,493
473,645 473,645 158,487 158,487
(743,832) (743,838) 24,999 768,837 (343,980) (343,980) 343,980
(6,462,630) (6,317,683) 2,019,481 8,337,164 (4,605,143) (4,613,038) 4,613,038
$  (7,206,462) (7,061,521) $ 2,044,480 9,106,001 $ (4,949,123) (4,957,018) - $ 4,957,018
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STATE OF MARYLAND
Reconciliation of the Budgetary General and Special Funds, Fund Balances
to the GAAP General and Special Funds, Fund Balances
June 30, 2017
(Expressed in Thousands)

General Special
Amount in budgetary funds, fund balance (pages 118-119) ........cccoiriiiiiiiiiiii e $ 1,283597 $ 2,044,480
Budgetary special funds reclassified to the general fund ... 1,023,559 (1,023,559)
Budgetary special funds reclassified to other funds ..................ocooiiiiiii (842,615)
Other non-budgetary funds reclassified to governmental funds..................cooeiiiiiiiiiinninn... 486,917 758
Total of budgetary fund balances reclassified into the governmental
fUNdS' fUNA STIUCTULE. .. ... e et e e e et et ettt e e eeaaaas 2,794,073 179,064
Accounting principle differences:
Assets recognized in the governmental funds financial statements
not recognized for budgetary purposes:
SN (266,944)
NI 71115 17 PP (102,462)
TaXES TECEIVADIE ... ..t e 42,473 2,986
Intergovernmental TeCEIVADIES ...........oiuiuirii i (63,399)
Other accoUNtS TECEIVADIC. ... ..\ttt e eeaes 181,230
N3 1 0) o (1 N 21,607 103,510
Loans and notes reCeIVADIE. . ........iuieii ittt e 19
Due from other funds ... 12,646 32,285
Liabilities and deferred inflows of resources recognized in the governmental
funds financial statements not recognized for budgetary purposes:
Salaries PAYADIC. .......uuie e (46,188)
Accounts payable and accrued Habilities ...........o.ooiniiiiiiiiii e (233,652)
Due t0 Other fUNAS. .. ...ii e s (678,186)
UNEAINEA TEVEIIUE ...\ vttt ittt et e e e et et e ettt ettt et et et et et e ettt eanaaas (196,550)
AcCCrued Sef-INSUranCe COSES. ... .....ouiiiiii e e, (104,251)
Deferred inflows Of TESOUICES. ... ...t ettt ettt (2,230) (115,043)
Financial statement governmental funds' fund balances,
JUNE 30, 2017 (PAGE B0). ..ttt et e $ 1358186 $ 202,802

See accompanying Notes to Required Supplementary Information.
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STATE OF MARYLAND

Schedule of Employer Contributions for

Maryland State Retirement and Pension System*
Year Ending June 30,
(Expressed in Thousands)

2017 2016 2015
Governmental Activities' Special Funding Situation:
Actuarially determined contribution................ccoiiiiiiiiii e 1,137,472 1,112,989 1,189,318
Less: Contributions in relation to the actuarially determined contribution .................. 1,137,472 1,084,049 1,063,763
Contribution defiCIBNCY.........uiinii e - 28,940 125,555
Covered employee PaYTOll. ... ..c.ouiuinini e 6,780,838 6,611,038 6,185,176
Actual contributions as a percentage of covered-employee payroll........................... 16.8% 16.4% 17.2%
Other Governmental Activities:
Actuarially determined coOntribution................ccoviiiiiiii e 615,316 566,475 679,292
Less: Contributions in relation to the actuarially determined contribution.................. 615,316 528,575 573,635
Contribution defiCIBNCY ......vei i - 37,900 105,657
Covered employee payroll ..... ...o.ooie i 2,638,040 2,428,412 2,299,572
Actual contributions as a percentage of covered-employee payroll .......................... 23.3% 21.8% 24.9%
Business-Type Activities:
Actuarially determined contribution ..............covviiiiiiiiiii e 28,648 27,761 22,316
Less: Contributions in relation to the actuarially determined contribution.................. 28,648 25,904 18,846
Contribution defICIENCY. ... .. u ittt et e - 1,857 3,470
Covered employee payroll............ouiininiiiiie e 114,453 148,035 140,181
Actual contributions as a percentage of covered-employee payroll ......................... 25.0% 17.5% 13.4%
Component Units:
Actuarially determined coOntribution ...............oevuveiiiiiiiiiiinnieiee e 142,767 130,497 92,816
Less: Contributions in relation to the actuarially determined contribution ................. 142,767 121,766 78,380
Contribution defICIENCY. .. ... euen it e - 8,731 14,436
Covered employee Payroll ....... ..ot 720,191 835,211 790,899
Actual contributions as a percentage of covered-employee payroll ......................... 19.8% 14.6% 9.9%

*Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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Notes to Schedule of Employer Contributions

Valuation Date: June 30
Actuarially determined contribution rates are calculated as of June 30, which is 12 months prior to the
beginning of the fiscal year in which contributions are reported.*

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal
Amortization Method Level Percentage of Payroll, Closed
Remaining Amortization Period In the 2016 actuarial valuation: 5 years remaining as of June 30, 2016 for prior UAAL existing on June

30, 2000 and 25 years from each subsequent valuation date for each year's additional UAAL for the
State systems.

Asset Valuation Method 5-years smoothed market; 20% collar

Other Information:

Notes There were no benefit changes during the year. Adjustments to the roll-forward liabilities were made to
reflect the assumption changes associated with the 2016 Experience Study for the period July 1, 2010 to
June 30, 2016. Assumptions first used in the 2016 actuarial valuation and used in the calculation of the
Total Pension Liability for fiscal year 2016 are as follows:

Inflation 2.65% general, 3.15% wage.

Salary Increases 3.15% to0 9.15% including inflation.

Investment Rate of Return 7.50%

Retirement Age Experience-based table of rates that are specific to the type of eligibility condition. Last updated for the

2015 valuation pursuant to an experience study of the period 2010-2014.
Mortality RP-2014 Mortality Tables with generational mortality projections using scale MP-2014.

*The Actuarially Determined Contribution is equal to the greater of, (1) The actuarially determined contribution under the System's
funding policy before application of the corridor funding method, plus reinvested savings contributions and 2) Employer normal cost
plus 30-year amortization of the unfunded liability, plus reinvested savings.
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STATE OF MARYLAND
Schedule of Employer's Net Pension Liability for
Maryland State Retirement and Pension System*
Year Ending June 30,
(Amounts Expressed in Thousands)

2017 2016 2015

State of Maryland's proportion of the collective NPL:

Governmental Activities' proportion of the System's NPL.............cooiiiiiiiiiiiiiiiiieee, 31.18% 32.01% 33.48%

Governmental Activities' special funding proportion of the System's NPL......................ooinini. 55.79 55.50 55.41

Business-Type Activities proportion of the System's NPL ...........ccooiiiiiiiiiiiiiiiiiieeeen, 1.23 1.23 1.10

Component Units' proportion of the System's NPL......... ..o 5.78 5.27 4.58

0 PPt 93.98% 94.01% 94.57%

State of Maryland's proportionate share of the collective NPL:

Governmental Activities' proportionate share of the System's NPL..............c.oooiiiiiiiiiiiint. $ 7,357,073 % 6,650,561 3 5,942,113

Governmental Activities' special funding proportionate share of the System's NPL ...................... 13,163,108 11,534,251 9,833,881

Business-Type Activities proportionate share of the System's NPL..............cccoviiiiiiiiiiininininnn.. 290,202 256,231 195,176

Component Units' proportionate share of the System's NPL...........c..ooiiiiiiiiiiiiiiiens 1,363,073 1,095,290 811,894

8 0] PN $ 22,173,456 3 19,536,333 ¢ 16,783,064

State of Maryland's covered payroll:

Governmental Activities' covered payroll ... $ 2,638,040 3 2,428,412 $ 2,299,572

Governmental Activities' special funding covered payroll................coooiiiiiiis 6,780,838 6,611,038 6,185,176

Business-Type Activities covered payroll............o.iuiiu i 114,453 148,035 140,181

Component Units' covered Payroll ..........ououiniiiini e e 720,191 835,211 790,899
Proportionate share of the collective NPL as a percentage of covered payroll:

Governmental Activities' proportionate share of NPL as a % of covered payrol l........................... 278.88% 273.86% 258.40%

Governmental Activities' special funding proportionate share of NPL as a % of covered payroll......... 194.12% 174.47% 158.99%

Business-Type Activities proportionate share of NPL as % of covered payroll...................c..oeenin. 253.56% 173.09% 139.23%

Component Units' proportionate share of NPL as % of covered payroll......................ooa. 189.27% 131.14% 102.65%
Plan fiduciary net position as a percentage of total pension liability - All .......................oini. 65.79% 68.78% 71.87%

* Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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STATE OF MARYLAND

Schedule of Employer Contributions for
Maryland Transit Administration Pension Plan*

Year Ending June 30,
(Expressed in Thousands)

2017 2016 2015 2014 2013 2012 2011 2010 2009 2008
Actuarially determined cONtribution .............o.vuvuiiiiriiiniiiiiiieieeeiaeaanns $ 62217 % 44736$ 40807 $ 39,749$ 34582 % 32,859% 33928% 26,151 $ 24,659 $ 24,635
Less: Contributions in relation to the actuarially determined contribution ....... 40,997 38,037 38,361 39,749 29,519 37,859 42,528 37,761 27,254 24,245
Contribution defiCIenCY/(EXCESS) .. uuvrrnrerentntereneteteteteteeaeeneneenearenanans $ 21220% 6,699% 2,446 $ -$ 5063% (50000$ (86000$ (11,610)$ (2,595)% 390

Covered employee payroll........

Actual contributions percentage of covered-employee payroll.....................

Notes to Schedule
Valuation date:

Methods and assumptions used to
Actuarial cost method
Amortization method
Remaining amortization period
Asset valuation method
Inflation
Salary increases
Investment rate of return
Retirement age
Mortality

$ 137,154 $ 137,427 $ 137,680 $ 135545 $ 137,596 $ 152,276 $ 147,474 $ 145,029 $ 155560 $ 144,775
29.9% 27.7% 27.9% 29.3% 21.5% 24.9% 28.8% 26.0% 17.5% 16.7%

Actuarially determined contribution amounts are calculated as of the beginning of the fiscal year (July 1) for the current fiscal year. Actuarial
valuations are performed every year.

determine contribution rates:

Entry age Normal, Level Dollar

Level Payments (Closed)

Remaining payments range from 2 to 25 years

5-year smoothed market
3.20%

Rates vary by participant service
7.55 % net of investment expenses, including inflation for funded benefits

Rates vary by participant age

RP-2014 Blue Collar tables with MP-2014. The RP-2014 Disabled Retiree table is used for disabled members.

* The information presented in the required supplementary schedules was determined as part of the actuarial valuations at the dates indicated.
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STATE OF MARYLAND
Schedule of Changes in Net Pension Liability and Related Ratios for
Maryland Transit Administration Pension Plan*

For the Year End June 30,
(Expressed in Thousands)

2017 2016 2015 2014
Total pension liability
SEIVICE COSL. ..ttt ettt e $ 36,334 $ 45868 $ 24,718 $ 19,438
3 (S (o A PSP 57,881 31,181 39,236 43,472
Changes of benefit termS ........oueeieiniiei e 2,133 82,510
Differences between expected and actual experience .............cocoeevevevvinennnnn.. (20,741) (15,024) (19,621) 4,025
Changes Of @SSUMPLIONS .....ovivieieititititet ettt et ettt ettt e e aeaeans (151,242) 338,950 53,480 38,643
Benefit payments, including refunds of member contributions........................ (39,062) (35,283) (30,636) (32,598)
Net changes in total pension lHability..........c.coooiiiiiiiiiiiiiii e (114,697) 448,202 67,177 72,980
Total pension liability-beginning................cooiiiiiiiiiii e 1,356,730 908,528 841,351 768,371
Total pension liability-ending (2) ............coviiiiiiii e $ 1242033 $ 1,356,730 $ 908,528 $ 841,351
Plan fiduciary net position
CONtribULIONS-EMPIOYET . ..\vviteiieite e e $ 40,997 $ 38,037 $ 38361 $ 39,749
CoNtribULIONS-MEMDET .. ...ttt 3,095
Net INVESTMENT TNCOME. . ... .veutneeeeniteteneteten et et et e e eeteeeeaeeeeneaaanans 27,739 3,513 8,279 28,742
Benefit payments, including refunds..............cccooiiiiiiiiii (39,062) (35,283) (30,636) (32,598)
AdMINIStrative EXPEINSES. .. uvu ettt it eieteteeiet et et eee et eeeeee e eaeaeaeans (1,914) (1,967) (1,851) (2,057)
Net change in plan fiduciary net poSition ..............coeviiiiiiiiiniiiieinnn.. 30,855 4,300 14,153 33,836
Plan fiduciary net position-beginning..................ccovviviiiiiiiiiiieeee e, 242,145 237,845 223,692 189,856
Plan fiduciary net position-ending () ...........ccoviiiiiiiiiii $ 273,000 $ 242145 $ 237845 $ 223,692
Net pension liability-ending (a)-(b) ...........coouviiriiiiii e $ 969,033 $ 1,114585 $ 670,683 $ 617,659
Plan fiduciary net position as a percentage of
the total pension Hability..........ciiiiriiiiii e 22.0% 17.8% 26.2% 26.6%
Covered employee Payroll...........iuiuiiiieie e $ 137,154 $ 137,427 $ 137,680 $ 135545
Employer net pension liability as a percent of
covered-employee Payroll.........o.oiniuiiiiiii i 706.5% 811.0% 487.1% 455.7%
Notes to Schedule
Changes of Assumptions: Fiscal year 2017 reflects an increase to the effective discount rate from 3.5% to 4.32%.
* Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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STATE OF MARYLAND
Schedule of Employer's Net Pension Liability for
Maryland Transit Administration Pension Plan*
June 30,
(Expressed in Thousands)

2017 2016 2015 2014
Total pension HAbIIEY. ... ....vuieitii it eaaeaaes $ 1,242,033 $ 1,356,730 $ 908,528 841,351
Plan fiduciary net pOSItION ..o 273,000 242,145 237,845 223,692
Employer net pension Hability.............ooiiiiiiiii e $ 969,033 $ 1,114585 $ 670,683 617,659
Plan fiduciary net position as a percentage of the total pension liability..................... 21.98% 17.85% 26.18% 26.59%
Covered employee PayTOll..........iuuiiiiiiiii e e $ 137,154  $ 137,427 $ 137,680 135,545
Employer net pension liability as a percent of covered-employee payroll .................. 706.53% 811.04% 487.13% 455.69%

* Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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STATE OF MARYLAND
Schedule of Investment Returns for
Maryland State Transit Administration Pension Plan*
Year Ending June 30,

(Expressed in Thousands)

Annual money-weighted rate of return,

Fiscal Year Ended net of investment expenses
20T e s 1.5%
2000, e 1.5%
20 ] S s 3.7%
2004 s 14.4%

*Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.
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STATE OF MARYLAND
Schedule of Changes in Net OPEB L.iability and Related Ratios for
Other Post-Employment Benefit Plan
For the Year Ended June 30,
(Expressed in Thousands)

2017
Total OPEB liability
SBIVICE COSL. ettt e e e e, $ 476,243
8105 (1] PO 370,188
Differences between expected and actual Xperience. .........o.vuvevueniininennenininnnns (82,171)
Changes Of @SSUMPLIONS ........uiuitititit ittt ettt e e e eaeaaens (1,621,932)
Benefit payments, including refunds of member contributions.............................. (526,535)
Net changes in total OPEB Lability .............cc.oiiiiiiiiiiiiiiieee e (1,384,207)
Total OPEB liability-beginming ..............oouviiiuiiiiiiiiiie e 12,776,090
Total OPEB liability-ending (2) ............coouiiiiiiiii e e $ 11,391,883
Plan fiduciary net position
Net INVEStMENt INCOME. ... eueuenininitt e e 30,624
Net change in plan fiduciary net poSItion ..........cc.vuvuiierriiniieiiianieieiaieanns 30,624
Plan fiduciary net position-beginming..............ovuviviininiiiiiiii e eeaaeaans 276,049
Plan fiduciary net position-ending (b)............coviuiiiiiiiiiieii e $ 306,673
Net OPEB liability-ending (8)-(D) .. ..ovoveveriiiiiiieie e e $ 11,085,210
Plan fiduciary net position as a percentage of
the total OPEB Hability. ... ....ooeii e 2.7%
Covered employee Payroll...... ..ot $ 5,111,236
Plan net OPEB liability as a percent of
covered-employee payroll ..ot e 216.9%

* Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.

Schedule of Funding Progress for

Other Post-Employment Benefits Plan
(Expressed in Thousands)

Actuarial Actuarial Actuarial Unfunded Unfunded AAL
Valuation Value of Accrued Actuarial asa
Date Plan Liability (AAL) Accrued Funded Covered Percentage of
June 30, Assets Entry Age Liability Ratio Payroll Covered Payroll
2016* $ 291,462 $ 12,080,912 $  (11,789,450) 24 % $ 4,997,602 (235.9)%
2015 275,329 9,643,607 (9,368,278) 2.9 4,929,100 (190.1)
2014 250,110 8,964,286 (8,714,176) 2.8 4,803,627 (181.4)

*A biennial actuarial valuation was made as of June 30, 2016.
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STATE OF MARYLAND
Schedule of Employer Contributions for
Other Post-Employment Benefit Plan*
Year Ending June 30,

(Expressed in Thousands)

2017 2016 2015 2014 2013 2012 2011 2010 2009 2008

Actuarially determined contribution.................coviiiiiiiiniiiiiee $ 779,316 $ 634,552 $ 574,359 $ 576,050 $ 634,465 $ 704,382% 1,225206$ 1,184,522% 1,148,597 $ 1,086,240
Less: Contributions in relation to the actuarially determined contribution ...... 526,535 490,765 449,750 402,794 393,078 385,913 368,844 336,408 366,388 390,319
Contribution defiCienCy/(EXCESS) ... eeuninieiii e $ 252,781 % 143,787 $ 124,609 $ 173,256 $ 241,387 $ 318,469 $ 856,362 $ 848,114 $ 782,209 $ 695,921
Covered emPIOYee PAYTOLL .....coveviiiiiee e e e et $ 5111,236$ 4,997,602$ 4,929,100% 4,803,627$ 4,457,421$ 4,144267$ 4,633,653$ 4,627,379$% 4,740,553 $ 4,625,145
Actual contributions as a percentage of covered-employee payroll............... 10.3% 9.8% 9.1% 8.4% 8.8% 9.3% 8.0% 7.3% 7.7% 8.4%
Notes to Schedule
Valuation date: Actuarially determined contribution amounts are calculated as of June 30 prior to the end of the fiscal year in which contributions are reported

Methods and assumptions used to determine contribution rates:

Actuarial cost method Entry Age Actuarial Cost method

Amortization method Level percent of payroll

Remaining amortization period 30 years

Asset valuation method Market value of asset

* The information presented in the required supplementary schedules was determined as part of the actuarial valuations at the dates indicated.
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STATE OF MARYLAND
Schedule of Investment Returns for
Other Post-Employment Benefit Plan*
Year Ending June 30,

(Expressed in Thousands)
Annual money-weighted rate of return,
Fiscal Year Ended net of investment expenses
2017 e 11.1%

*Schedule is intended to show information for 10 years. Additional years will be displayed as they become available.

Schedule of Funding Progress for
Maryland Transit Administration Retiree Healthcare Benefit Plan

(Expressed in Thousands)
Actuarial Actuarial Actuarial Unfunded Unfunded AAL
Valuation Value of Accrued Actuarial asa
Date Plan Liability (AAL) Accrued Funded Covered Percentage of
June 30, Assets Entry Age Liability Ratio Payroll Covered Payroll
2017 $ 852,796 $  (852,796) -% $ 145,834 (584.8)%
2015* 640,496 (640,496) - 137,427 (466.1)
2014 607,063 (607,063) - 135,545 (447.9)
* A biennial actuarial valuation was made as of June 30, 2015.

Schedule of Employer Contributions for
Maryland Transit Administration Retiree Healthcare Benefit Plan

(Expressed in Thousands)
Year Ended Annual Required Actual Contribution Percentage
June 30, Contribution Entry Age Contributed
2017 $ 90,004 $ 16,887 18.8 %
2016 72,624 15,296 21.1
2015 67,496 13,905 20.6
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STATE OF MARYLAND
Notes to Required Supplementary Information
For the Year Ended June 30, 2017

Budgeting and Budgetary Control:

The Maryland Constitution requires the Governor to submit to the General Assembly an annual balanced budget for the following
fiscal year. This budget is prepared and adopted for the General Fund, which includes all transactions of the State, unless otherwise
directed to be included in another fund and the Special Fund, which includes the transportation activities of the State, fishery and
wildlife funds, shared taxes and payments of debt service on general obligation bonds. In contrast, the GAAP special revenue fund
includes the operations (other than debt service and pension activities) of the Maryland Department of Transportation. The budgetary
Federal fund revenue and expenditures are included in the GAAP General and Special Funds as federal revenues and expenditures by
function. An annual budget is also prepared for the Federal Fund, which accounts for substantially all grants from the Federal
government, and the current unrestricted and restricted funds of the Universities and Colleges. In addition to the annual budget, the
General Assembly adopts authorizations for the issuance of general obligation bonds. The expenditures of the resources obtained
thereby are accounted for in the capital projects fund.

All State budgetary expenditures for the general, special and federal funds are made pursuant to appropriations in the annual
budget, as amended from time to time, by budget amendments. The legal level of budgetary control is at the program level of the
general, special and federal funds. State governmental departments and independent agencies may, with the Governor’s approval,
amend the appropriations by program within the budgetary general fund, provided they do not exceed their total general fund
appropriations as contained within the annual budget. Increases in total general fund appropriations must be approved by the General
Assembly. For the fiscal year ended June 30, 2017, the General Assembly approved a net increase in General Fund appropriations of
$136,482,000. Appropriations for programs funded by, in whole or in part, from the special or federal funds, may permit expenditures
in excess of original special or federal fund appropriations to the extent that actual revenues exceed original budget estimates and such
additional expenditures are approved by the Governor. Unexpended appropriations from the general fund may be carried over to
succeeding years to the extent of encumbrances, with all other appropriations lapsing as of the end of the fiscal year. Unexpended
appropriations from special and federal funds may be carried over to the extent of (a) available resources, and (b) encumbrances. The
State’s accounting system is maintained by the Comptroller in compliance with State Law and in accordance with the State’s
Budgetary Funds. It controls expenditures at the program level to ensure legal compliance. The “Agency Appropriation
Unencumbered Balance Report,” which is available for public inspection at the Office of the Comptroller, provides a more
comprehensive accounting of activity on the basis of budgeting at the legal level of budgetary control.

The original and amended budget adopted by the General Assembly for the general, special and federal funds is presented in the
Schedule of Revenues, Expenditures and Encumbrances, and Changes in Fund Balances, Budget and Actual for the year ended June
30,2017. The State’s budgetary fund structure and the basis of budgeting, which is the modified accrual basis with certain exceptions,
differ from that utilized to present financial statements in conformity with generally accepted accounting principles. The budgetary
system’s principal departures from the modified accrual basis are the classification of the State’s budgetary funds and the timing of
recognition of certain revenues and expenditures. A summary of the effects of the fund structure differences and exceptions to the
modified accrual basis of accounting, as of June 30, 2017, is provided in the “Reconciliation of the Budgetary General and Special
Fund, Fund Balances to the GAAP General and Special Revenue Fund Balances” immediately following the budgetary schedule.
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STATE OF MARYLAND

Non-major Governmental Funds

Debt Service Funds

General Obligation Bonds, Debt Service Fund: Transactions related to resources obtained and used for the payment of
interest and principal on general long-term debt obligations are accounted for in the general obligation bonds debt service
fund.

Transportation Bonds, Debt Service Fund: Transactions related to resources obtained and used for the payment of
interest and principal on transportation long-term debt obligations are accounted for in the transportation bonds debt
service fund.

Capital Projects Funds

Transactions related to resources obtained and used for the acquisition, construction or improvement of certain capital
facilities, including those provided to political subdivisions and other public organizations are accounted for in the capital
projects fund. Such resources are derived principally from proceeds of general obligation bond issues, federal grants and
operating transfers from the State’s general fund. The State enters into long-term contracts for construction of major
capital projects and records the related commitments as encumbrances.
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STATE OF MARYLAND
Combining Balance Sheet
Non-Major Governmental Funds

June 30, 2017

(Expressed in Thousands)

Debt Service Funds

General Capital Total Non-major
Obligation Transportation Projects Governmental
Bonds Bonds Fund Funds
Assets:
Equity in pooled invested cash.............................. 132,981 $ 132,981
INVEStMENTS. ...\ vieit et 255,125 255,125
Other accounts receivable .............oovviiiiiiiiniinnn, 131 131
Restricted Assets:
Cash with fiscal agent................cooooeiiiiinn. $ 35,869 35,869
Equity in pooled invested cash ....................... 162,078 $ 5,769 167,847
INVESTMENLS ... 19,444 19,444
Taxes receivable, net .............coooiiiiiiiinninn. 18,990 18,990
Other accounts receivable ................ceeeennnn 281 281
Loans and notes receivable, net...................... 1,398 1,398
Total aSSetS......ovvieriiiiiriii i $ 238,060 $ 5,769 388,238 $ 632,066
Liabilities:
Vouchers payable...........coeviviiiiiiiiiiieieeans 72,822 % 72,822
Accounts payable and accrued liabilities.................. 34,326 34,326
Due toother funds ........c.ooviiiiiiiiiieeea, 52,850 52,850
Accounts payable to political subdivisions............... 13,108 13,108
Total liabilities...........covvviiiiiiiiiiiinannns 173,106 173,106
Fund balances:
Restricted. ....ovviiii i $ 238,060 $ 5,769 243,829
Committed ,......ooviiiii i 563,388 563,388
Unassigned. .......covuiiiiiiii e (348,257) (348,257)
Total fund balance ................cocoviiiiininnn.. 238,060 5,769 215,131 458,960
Total liabilities and fund balances............ $ 238,060 $ 5,769 388,238 $ 632,066
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STATE OF MARYLAND
Combining Statement of Revenues, Expenditures, Other Sources and Uses of
Financial Resources and Changes in Fund Balances

Non-Major Governmental Funds
For the Year Ended June 30, 2017
(Expressed in Thousands)

Debt Service Funds Total
General Capital Non-major
Obligation ~ Transportation Projects Governmental
Bonds Bonds Fund Funds
Revenues:
0 1S 4 R b S P $ 775,290 $ 775,290
Interest and other investment iNCOME............eieeeiniiininininnanns. 511 $ 2,021 2,532
Federal TeVENUE. ......ivit ettt e e 11,533 11,533
OFNET .t 1,106 $ 1,640 3,291 6,037
Total TEVENUE .....eeeieiieieie i 788,440 1,640 5,312 795,392
Expenditures:
EdUCation .....cuieiit e 354,508 354,508
Aid to higher education............cccoeveiiiiiiiiiiiiieeea 331,970 331,970
Intergovernmental grants and revenue sharing.......................... 237,464 237,464
Capital OULIAYS .. ..veeie e 138,625 138,625
Debt service:
Principal retirement .............ocviiiiiiiiiiiiiii 786,139 207,185 993,324
TOEETESE. ..ottt et e et 396,916 100,030 496,946
Bond iSSuance Costs ........ooiiiiiiiiiiiiii e 2,177 2,177
Total expenditures ............covuveieeeenieiiiieinenaanes. 1,183,055 307,215 1,064,745 2,555,014
Deficiency of revenues under expenditures.............. (394,615) (305,575) (1,059,433) (1,759,622)
Other sources (uses) of financial resources:
Bonds iSSUEA ....ouieetiit e 679,680 679,680
Refunding bonds issued...........coovviiiiiiiiiiiiiie, 465,685 465,685
BONd premitm. ... ..o 91,189 11,073 74,224 176,486
Payments to refunded bond escrow agent....................coeeennnn.. (537,419) (537,419)
Transfers IN.......o.ouieieie 265,980 287,892 110,578 664,450
Transfers OUL .......ooivii (30,634) (30,634)
Total other sources of financial reSOUrces............ccovvvvvviinnnnnn. 357,169 298,965 762,114 1,418,248
Net changes in fund balances ............ccccoviviiiiiiiiiiiiinn., (37,446) (6,610) (297,318) (341,374)
Fund balances, beginning of year ................cocoiviiiiiiiiiiiiiiiieninn. 275,506 12,379 512,449 800,334
Fund balances, end of YEar..........c..viviiniiniiiiiiieiiiie e ieaee e, $ 238,066 $ 5769 $ 215131  $ 458,960
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STATE OF MARYLAND

Non-major Enterprise Funds

Transactions related to commercial types of activities operated by the State are accounted for in the enterprise funds.
The non-major enterprise funds consist of the economic development insurance programs of the Department of Housing
and Community Development and Maryland Correctional Enterprises, which utilizes inmate labor from State correctional
institutions to manufacture goods, wares and merchandise to be sold to State and federal agencies, political subdivisions
and charitable, civic, educational, fraternal or religious associations or institutions.
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STATE OF MARYLAND
Combining Statement of Net Position
Non-major Enterprise Funds
June 30, 2017
(Expressed in Thousands)

Economic Total
Development Maryland Non-Major
Insurance Correctional Enterprise
Programs Enterprises Funds
Assets-
Current assets:
Equity in pooled invested cash ..............cooeveiniiiiniinin.. $ 1,018 $ 16,364 $ 17,382
Other accounts receivable ............cooiiiiiiiiiiiiiiii e, 5,595 5,595
INVENIOTIES. ..ottt s 10,535 10,535
OthEE @SSEES ..ttt e el 1,048 115 1,163
Restricted equity in pooled invested cash ........................ 82,031 82,031
Total Current assets ..........oveveeereriniereiienreaennenns 84,097 32,609 116,706
Non-current assets:
INVESIMENES ..l 2,173 2,173
Capital assets, net of accumulated depreciation:
Structures and IMProvemMents. ............evueveerenennenenennnn. 2,372 2,372
EqQuipment........o.ooiiiriiiiiie e 3,093 3,093
INfrastructure. .. ..ooveee i e 1,928 1,928
Total non-current assets... .........oovivivirininirininaiinenns. 2,173 7,393 9,566
Total @SSELS. ...ttt 86,270 40,002 126,272
Deferred outflows of reSOUICes ........o.vvievriniiiiiiiiiiiiinienanns 8,135 8,135
Liabilities-
Current liabilities:
Accounts payable and accrued liabilities........................... 251 1,546 1,797
Accrued insurance on loan 10SSes...........oooviiiiiiiiiii i 10,740 10,740
Other Habilities ..ot 345 733 1,078
Unearned TEVEINUE. . .....uvrtineetetinteteeeeeteeeeeteeaaenanens 702 83 785
Total current liabilities...........covvvviiiiiiniiiniiiieeenns 12,038 2,362 14,400
Non-current liabilities:
Other liabilities ..........cooiiii 2,199 18,508 20,707
Total non-current liabilities...............ccoeviiveininininnn.. 2,199 18,508 20,707
Total liabilities. .........ocveiiniiiiiiiieeeeeane, 14,237 20,870 35,107
Deferred inflows of reSOUrCes. .......oovviviniiiiiiiiiieiieeeiees 874 874
Net Position-
Net investment in capital asSets ............ocvvviiivniinennennn.. 7,393 7,393
Restricted for insurance programs...............cccevveueninnnnns 81,755 81,755
Unrestricted (deficit) .......ooooviviririiiiiiiiriee e, (9,722) 19,000 9,278
Total net POSTON. .. ....vvveieiiiiiieieieieeeene, $ 72,033 $ 26,393 $ 98,426
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STATE OF MARYLAND
Combining Statement of Revenues, Expenses and Changes in Fund Net Position
Non-major Enterprise Funds
For the Year Ended June 30, 2017

(Expressed in Thousands)

Economic Total
Development Maryland Non-Major
Insurance Correctional Enterprise
Programs Enterprises Funds
Operating revenues:
Charges for services and sales...............cccoeiveiviiniineiieinnnnnnn.. $ 1,256 $ 59,067 $ 60,323
Unrestricted interest on loan inCome .............ccooevviviiniiniinann... 527 527
OheT. e 219 219
Total operating revenues ...........ccoeeverireriiiiiiiininiinanennns 2,002 59,067 61,069
Operating expenses:
Cost of sales and ServiCes. ... ...oueuiuieieieiiiiiiiieieee e 45,940 45,940
General and admiIniStrative. ........ooovviiiniiiiii i 907 10,585 11,492
Depreciation and amortization...............cooeviveviiinininininiinn.. 942 942
Provision for insurance on 10an 10SSEs ............ccevvuiveiiiiinninannn. 320 320
Total Operating EXPEeNSES ... ...euererenierereneirerenenrerenaneenansn 1,227 57,467 58,694
Operating income (10SS) ........o.oveuieiiiiiiiiiiieene, 775 1,600 2,375
Non-operating revenues (expenses):
Restricted investment INCOME..........o.evvuiiiriiireiineiineaineaanenns 1,152 1,152
Total non-operating revenues (€XPenses)...........cooevvvevevennnn. 1,152 1,152
Income before transfers................cooooiiiiiii, 1,927 1,600 3,527
TrANSTEIS OUL. ... . uttii e e e e (943) (2,500) (3,443)
Changes in net pOSItION. ..........ouiuiuiuitiriiiiieieeeieieieeaenns 984 (900) 84
Total net position - beginning of the year................cocooeviiiiiiiin. 71,049 27,293 98,342
Total net position - end of the year .............coevvviiiiiiiiiiiiieiennnn, $ 72,033 $ 26,393 $ 98,426
ﬁ?&ﬂ%ﬂhﬁé
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STATE OF MARYLAND
Combining Statement of Cash Flows
Non-major Enterprise Funds
For the Year Ended June 30, 2017
(Expressed in Thousands)

Economic Total
Development Maryland Non-Major
Insurance Correctional Enterprise
Programs Enterprises Funds
Cash flows from operating activities:
ReCeipts fTOm CUSTOMETS. .. ..uiveiteititit et it eete e ee i e eieeieeaaans $ 1,053 $ 61,464 $ 62,517
Payments to SUPPLIETS .. ...ueneneniiii e (38,103) (38,103)
Payments to employees. .......cocvuiiiiiiiiiiiiiii (2,008) (15,411) (17,419)
(0111 B (ST Te)1 o 1 PNt 1,255 1,255
Other PAYMENLS. ......ivieieitieitet ettt ettt e e aeanens (719) (719)
Net cash from operating activities.............o.ooviiiiiiiiiiiiininine., (419) 7,950 7,531
Cash flows from non-capital financing activities:
TranSTers OUL. .. . .iuieieit ittt (943) (2,500) (3,443)
Net cash from non-capital financing activities............................ (943) (2,500) (3,443)
Cash flows from capital and related financing activities:
Acquisition of capital aSSEtS..........oviviriririieiiiiie e (2,791) (2,791)
Net cash from capital and related financing activities.................... (2,791) (2,791)
Cash flows from investing activities:
Interest received on debt instruments of other entities...................... 1,152 1,152
Net cash from investing activities............c.coveiiiiiiiiiiiiianannn.. 1,152 1,152
Net change in cash and cash equivalents ............................. (210) 2,659 2,449
Balance - beginning of the year...............cc.c.cooiiiiiiinl 83,259 13,705 96,964
Balance - end of the year.................cccoeiveiniiniiniinn.. $ 83,049 $ 16,364 $ 99,413

Reconciliation of operating income to net cash
from operating activities:
Operating iNCOME (10SS). .. .vuvvuirieeiieiei et $ 775 $ 1,600 $ 2,375
Adjustments to reconcile operating income to net cash
from operating activities:

Depreciation and amortization ...............oeeeiieveininenniininnanenann. 942 942
Deferred inflows of reSOUICES. ... ...ovvviviiiiiiiiiiiieeeanes, (4,971) (4,971)
Deferred outflows of r€SOUICES. .......vvvvininininiiiiiiieeeaeaen. (101) (102)
Effect of changes in non-cash operating assets and liabilities:
Other accounts receivable ..............coiiiiiiiiiiiiee e 3,141 3,141
INVENEOTICS. .. e e ettt e e 925 925
Loans and notes receivable .............ccoviiiiiiiiiiiiiii e 344 344
(0] 5] g T PPNt (293) 60 (233)
Accounts payable and accrued liabilities ................cccoeviiiiinnn... 93 97 190
Accrued insurance and 10an 10SS€S..............ooveviiiiiiiiiiiiiiiiiiiians (1,060) (1,060)
Unearned TEVEIUE. ......uvuieieieiei ittt et et et e e e et eeeaans (144) (745) (889)
Other Habilities ... ..ovuinieeiieeiie e aas (134) 7,002 6,868
Net cash from operating activities.................coevviviireiniieiiineininnn.. $ (419) $ 7,950 $ 7,531
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STATE OF MARYLAND

Fiduciary Funds

The Pension and Other Post-Employment Benefits Trust Funds include the Maryland State Retirement and Pension System,
Maryland Transit Administration Pension Plan, Deferred Compensation Plan and Post-Employment Health Benefits Trust Fund.
The Pension Trust Funds reflect the transactions, assets, liabilities and net position of the plans administered by the State and the
Maryland Transit Administration and are accounted for using the flow of economic resources measurement focus. The Deferred
Compensation Plan, which is included with a year end of December 31, accounts for participant earnings deferred in accordance
with Internal Revenue Code Sections 457, 403(b), 401(a) and 401(k). Amounts deferred are invested and are not subject to
Federal income taxes until paid to participants upon termination or retirement from employment, death or for an unforeseeable
emergency. The other Post-Employment Health Benefits Trust Fund (OPEB Trust) accumulates funds to assist the State’s
Employee and Retiree Health and Welfare Benefits Program finance the State’s postretirement health insurance subsidy. The
OPEB Trust is administered by the Board of Trustees for the Maryland State Retirement and Pension System, and its transactions
and account balances are accounted for using the flow of economic resources measurement focus.

The agency funds are custodial in nature and do not present the results of operations or have a measurement focus. The State
uses agency funds to account for the receipt and disbursement of patient and prisoner accounts, various taxes collected by the
State for distribution to the Federal government and political subdivisions and amounts withheld from employee’s payroll.
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STATE OF MARYLAND

Combining Statement of Fiduciary Net Position
Pension and Other Employee Benefits Trust Funds
June 30, 2017
(Expressed in Thousands)

Maryland Maryland Postretirement Deferred
State Transit Health Compensation
Retirement Administration Benefits Plan
and Pension Pension Trust December 31,
System Plan Fund 2016 Total
Assets:
Cash ..o $ 1034221 $ 4,684 $ 3449 % 1,042,354
Investments:
U.S. Treasury and agency obligations .......... 6,369,691 41,020 $ 41,995 6,452,706
Bonds.......ooiviiii 3,561,621 22,530 36,806 3,620,957
Corporate equity Securities ........................ 16,895,403 99,554 175,661 17,170,618
Mortgage related securities........................ 1,515,284 8,432 8,065 1,531,781
Mutual funds..............oooiiiiii 2,634,667 2,634,667
Guaranteed investment contracts ................ 782,866 782,866
Realestate ...........coviviiiiiiiiiiiienen, 2,667,150 30,175 2,697,325
Annuity contracts ...........oooeiiiiiiiinns 75,756 75,756
Private equity........ocvvvviiiiiiiiiiiinen 5,787,953 5,787,953
Commingled funds ...............ccccoeeeiniinnnn. 9,778,749 102,617 13,971 9,895,337
Investment held by borrowers under securities
lent with cash collateral ........................ 2,484,281 2,484,281
Total investments .............cccoeevieiinnt. 49,060,132 274,153 306,673 3,493,28 53,134,247
Other receivables. ..., 1,128,639 5,697 38,633 1,172,969
Collateral for lent securities......................... 2,653,919 2,553,919
Total assets ..........ccoevenvininnnnnn. 53,776,911 284,534 306,673 3,535,37 57,903,489
Liabilities:
Accounts payable and accrued liabilities......... 2,235,809 11,534 2,247,343
Collateral obligation for lent securities .......... 2,553,919 2,553,919
Total liabilities..................ccoooevinent, 4,789,728 11,534 4,801,262
Net position restricted for :
Pension benefits..................ocooiiiil. 48,987,183 273,000 49,260,183
Deferred compensation benefits................ 3,535,371 3,535,371
Postretirement health benefits................. 306,673 306,673
Total net POSItION. ...euuvuieitiiiieiieeiiiiiaiaannes. $ 48,987,183 3 273,000 $ 306,673 $ 3,635,371 $ 53,102,227
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STATE OF MARYLAND
Combining Statement of Changes in Plan Net Position
Pension and Other Employee Benefits Trust Funds
For the Year Ended June 30, 2017
(Expressed in Thousands)

Maryland Maryland  Postretirement
State Transit Health Deferred
Retirement  Administration Benefits Compensation
and Pension Pension Trust Plan
System Plan Fund December 31, 2016 Total
Additions:
Contributions:
EMPIOYers. ........ovvviviniiiiiiiiiiieiiiieeenn, $ 1324060 $ $40997 $ 526535 $ 16 3 1,891,608
MEIMDETS. ...\ttt 782,686 155,633 938,319
SPONSOTS. et eviteteeeet ettt ee e ieaeaeaans 712,536 712,536
Total contributions. ...............cocoooiiiinin 2,819,282 40,997 526,535 155,649 3,542,463
Investment earnings:
Net appreciation (depreciation) in fair value
of investments. .............oooeviviiiiiiiiiiniinins 3,020,461 11,365 30,807 231,765 3,294,398
INEETESt. .. vt 247,880 16,375 12 20,528 284,795
Dividends.........oooiviiiiiiiii 1,538,740 1,538,740
Total investment inCOME.............ccovvenvennn. 4,807,081 27,740 30,819 252,293 5,117,933
Less: investment €Xpense............co.evueennnn. 333,638 195 333,833
Net investment income..................... 4,473,443 27,740 30,624 252,293 4,784,100
Total additions..............covvviviviinininn.. 7,292,725 68,737 557,159 407,942 8,326,563
Deductions:
Benefit payments.............oovviviiiiiiiiiiiiieiean 3,577,123 35,968 526,535 205,576 4,345,202
Refunds........coooiniiii 63,441 63,441
AdmInistrative eXpenses,,,. ... eueerenrrereneereneneenenans 30,904 1,914 5,244 38,062
Total deductions..............coovveviiiinininnn.. 3,671,468 37,882 526,535 210,820 4,446,705
Net increase/(decrease)..................... 3,621,257 30,855 30,624 197,122 3,879,858
Net position-beginning ..................coooeiiiiinn... 45,365,926 242,145 276,049 3,338,249 49,222,369
Net position-ending ..............cccoeviiiiiiiininnnnn.n. $ 48,987,183 $ 273,000 $ 306,673 $ 3,535,371 $ 53,102,227
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STATE OF MARYLAND

Combining Schedule of Fiduciary Net Position
Maryland State Retirement and Pension System

June 30, 2017
(Expressed in Thousands)

Teachers’ Employees’ Law
Retirement Retirement State Police Judges’ Enforcement
and Pension and Pension Retirement Retirement  Officers’ Pension
System System System System System Subtotal Eliminations* Total
Assets:
Cash ..o $ 645494 $ 331,443 3% 28373 ¢ 11,736 $ 17,175 $ 1,032,358 $ 1,034,221
Investments, at fair value..................c...oeeenene. 29,771,177 16,570,797 1,374,106 440,472 903,580 49,060,132 49,060,132
Other receivables ..........cooeeuviiiiiiniiiiniieniane. 669,303 398,474 31,965 9,260 19,637 1,128,639 1,128,639
Due from other Systems. .............ccevevivivinnnnnn. 43,379 604 18 1,582 45583 $ (45,583)
Collateral for lent securities .............ccvvevenennnn. 1,554,796 859,991 70,999 22,830 45,303 2,553,919 2,553,919
Total @SSELS. ... vvevenieeiieeieiiieieeeieieeanes 32,684,149 18,161,309 1,505,461 484,298 987,277 53,822,494 (45,583) 53,776,911
Liabilities:
Accounts payable and accrued liabilities............ 1,353,886 759,292 62,737 20,113 39,781 2,235,809 2,235,809
Due to other system............c.coeveiiinininiienen. 44,275 1,361 (55) 2 45,583 (45,583)
Collateral obligation for lent securities............... 1,554,796 859,991 70,999 22,830 45,303 2,553,919 2,553,919
Total liabilities ...........oceviviririiiiiiiiiinnnes 2,952,957 1,620,644 133,681 42,945 85,084 4,835,311 (45,583) 4,789,728
Net Position:
Restricted for pension benefits..................... $ 29,731,192 $ 165540665 $ 1,371,780 $ 441,353 $ 902,193 $ 48,987,183 $ $ 48,987,183

* Intersystem balances have been eliminated in the financial statements.
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STATE OF MARYLAND
Combining Schedule of Changes in Plan Net Position
Maryland State Retirement and Pension System
For the Year Ended June 30, 2017
(Expressed in Thousands)

Teachers' Employees' Law
Retirement Retirement State Police Judges' Enforcement
and Pension and Pension Retirement Retirement  Officers' Pension
System System System System System Subtotal Eliminations* Total
Additions:
Contributions:
EMPIOYers ..o $ 428,222  $ 730,506 $ 82999 $ 21,861 $ 60472 $ 1,324,060 $ 1,324,060
MEIMDETS. .ttt 477,191 282,743 7,996 3,004 11,752 782,686 782,686
SPONSOLS. ... ettt 712,536 712,536 712,536
Total contributions ...............ccocoeviiiiinnnn. 1,617,949 1,013,249 90,995 24,865 72,224 2,819,282 2,819,282
Investment earnings:
Net increase in fair value of investments 1,830,046 1,023,733 84,483 27,075 55,124 3,020,461 3,020,461
INEEIESE ..o 143,471 80,011 6,658 2,137 4,324 236,601 236,601
Dividends .........cc.oiviviiiie 932,544 521,426 43,015 13,810 27,945 1,538,740 1,538,740
Income from securities lending ...................... 6,861 3,800 314 101 203 11,279 11,279
Total investment income ......................oee.e. 2,912,922 1,628,970 134,470 43,123 87,596 4,807,081 4,807,081
Less: investment eXpense..........o.cceveeeerenannn. 202,320 112,874 9,342 2,997 6,105 333,638 333,638
Net investment income ...............ccocoeveenen.. 2,710,602 1,516,096 125,128 40,126 81,491 4,473,443 4,473,443
Total additions ............c.coeiiiiiiiiiii 4,328,551 2,529,345 216,123 64,991 153,715 7,292,725 7,292,725
Deductions:
Benefit payments...........coooeeiiiiiiiiniiniaan 2,089,497 1,274,230 118,478 31,188 63,730 3,577,123 3,577,123
Refunds ........coooviiii 30,622 31,660 355 65 739 63,441 63,441
Administrative eXpenses. ..........oooeveveeerinnnnn. 19,295 13,123 (302) 49 (1,261) 30,904 30,904
Total deductions..............ccoevviviviininennnnnn. 2,139,414 1,319,013 118,531 31,302 63,208 3,671,468 3,671,468
Net system transfers ............cccoooiviiiiiiinininnn. (158) (1,120) 56 2 1,220
Changes in net position........................... 2,188,979 1,209,212 97,648 33,691 91,727 3,621,257 3,621,257
Net position restricted for pension benefits:
Beginning of the year .............ccoooiviiiiininnn. 27,542,213 15,331,453 1,274,132 407,662 810,466 45,365,926 45,365,926
End of the year...........cocooiiiiiiiiiiiiiiiie, $ 29,731,192 $ 16,540,665 $ 1,371,780 $ 441,353 $ 902,193 $ 48,987,183 - $ 48,987,183
*Intersystem transfers have been eliminated in the financial statements.
B
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STATE OF MARYLAND
Combining Schedule of Fiduciary Net Position
Deferred Compensation Plan
December 31, 2016
(Expressed in Thousands)

Savings and Tax Sheltered
Deferred Investment Match Plan Annuity
Compensation Plan Section and Trust Plan 403(b)
Plan Section 457 401(K) Plan 401(a) Plan Plan Total
Assets:
Cash oo $ 3,449 $ 3,449
Investments, at fair value.................ccoeuenn... 1,549,601 $ 1,678,790 $ 176,934 $ 87,964 3,493,289
Other receivables ............cooeviviiiiiiiiniinnnn. 18,974 19,294 365 38,633
Total assets......oouvvivniiiiiiieiiiee e 1,572,024 1,698,084 176,934 88,329 3,535,371
Net position:
Restricted for deferred
compensation benefits............................. $ 1,572,024 $ 1,698,084 $ 176,934 $ 88,329 $ 3,535,371
STATE OF MARYLAND
Combining Schedule of Changes in Plan Net Position
Deferred Compensation Plan
For the Year Ended December 31, 2016
(Expressed in Thousands)
Savings and Tax Sheltered
Deferred Investment Match Plan Annuity
Compensation  Plan Section and Trust Plan 403(b)
Plan Section 457  401(k) Plan 401(a) Plan Plan Total
Additions:
Contributions:
EMplOYers. .. ..o.ovniiiiiee e $ 16 $ 16
MEMDBEIS. .. eeeiieee e $ 66,817 $ 85,852 $ 2,964 155,633
Total contributions................ccoeviviiinninnnnn.. 66,817 85,852 16 2,964 155,649
Investment earnings:
Net increase in fair value of investments................. 93,375 117,842 13,602 6,946 231,765
INEETEST. .. eeeteeee e 12,069 7,594 655 210 20,528
Net investment inCOmMe..............eeeuvnvnnnnn. 105,444 125,436 14,257 7,156 252,293
Total additions..............oeviviiiiiiiiiiieiiiene 172,261 211,288 14,273 10,120 407,942
Deductions:
Benefit payments...........cocoeeiiiiiiiiiiie e 96,560 96,555 8,280 4,181 205,576
Administrative eXpenses...........o.oooviiiiiiininiiiiii. 2,568 2,349 211 116 5,244
Total deductions...........covvviiiiiiiiiiiienes 99,128 98,904 8,491 4,297 210,820
Changes in net position...............ccoeeveunnnnn.. 73,133 112,384 5,782 5,823 197,122
Net position restricted for pension and
other employee benefits:
Beginning of the year...............cccoviiiiiiiiiiiiiineennns 1,498,891 1,585,700 171,152 82,506 3,338,249
End of the year...........cooooviiiiiiiiiiiiiee $ 1572024 $ 1698084 $ 176934 $ 88,329 $ 3535371
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STATE OF MARYLAND
Combining Statement of Fiduciary Net Position
Agency Funds
June 30, 2017
(Expressed in Thousands)

Agency Funds

Litigant,
Local Payroll Patient
Local Insurance  Transportation  Taxes and and Total
Income Premium Funds and Fringe Prisoner Agency
Taxes Taxes Other Taxes Benefits Accounts Funds
Assets:
Cash ..o $ 10 $ 39,604 $ 52,081 $ 91,695
Equity in pooled invested cash.................. $ 479,277 98,130 17,806 $ 341 34,898 630,452
Taxes receivable, net................c.ocooeia.. 199,413 199,413
Intergovernmental receivables................... 241,910 100 242,010
Accounts receivable from state treasury........ 880,239 880,239
Total @ssets ......ovvviviriniiiiiiins $ 1,800,839 $ 98,140 $ 57,410 $ 441 % 86,979 $ 2,043,809
Liabilities:
Accounts payable and accrued liabilities ....... $ 98,140 $ 3775 % 441  $ 83,389 $ 185,745
Accounts payable to political subdivisions...... $ 1,800,839 53,635 3,590 1,858,064
Total liabilities.........ooovviviiiiiinnn.n. $ 1,800,839 $ 98,140 $ 57,410 $ 441 3% 86,979 $ 2,043,809
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STATE OF MARYLAND
Combining Statement of Changes in Assets and Liabilities
Agency Funds

For the Year Ended June 30, 2017
(Expressed in Thousands)

Balance Balance
June 30, 2016 Additions Deletions June 30, 2017
Litigant, Patient and Prisoner Accounts
Assets:
Cash. ..o $ 51,306 $ 99,038 $ 98,263 $ 52,081
Equity in pooled invested cash ................ccoooiiiiiininnn. 14,230 22,172 1,504 34,898
TOtAl ASSELS .. ovviveeiee e $ 65,536 $ 121,210 $ 99,767 $ 86,979
Liabilities:
Accounts payable and accrued liabilities........................ $ 61,350 $ 120,996 $ 98,957 $ 83,389
Accounts payable to political subdivisions ..................... 4,186 214 810 3,590
Total Habilities. . .........ovviriiiiiiiee e $ 65,536 $ 121,210 $ 99,767 $ 86,979
Insurance Premium Taxes
Assets:
Cash ..o $ 10 $ 10
Equity in pooled invested cash ...............cocoeviiininnnnnn. 95,623 $ 34,785 $ 32,278 98,130
TOtal @SSELS ©...veeeeeee e $ 95,633 $ 34,785 $ 32,278 $ 98,140
Liabilities:
Accounts payable and accrued liabilities........................ $ 95,633 $ 34,785 $ 32,278 $ 98,140
Local Income Taxes
Assets:
Equity in pooled invested cash.............c.coeuiviniiniinnn... $ 513,217 $ 5,332,263 $ 5,366,203 $ 479,277
Taxes receivable ... ..o 173,745 199,413 173,745 199,413
Intergovernmental receivables..................coooiiiiil. 232,549 9,361 241,910
Accounts receivable from state treasury........................ 640,000 250,239 10,000 880,239
TOtAl @SSELS . .vuvvieieeee e $ 1,559,511 $ 5,791,276 $ 5,549,948 $ 1,800,839
Liabilities:
Accounts payable to political subdivisions ..................... $ 1,559,511 $ 5,791,276 $ 5,549,948 $ 1,800,839
Local Transportation Funds and Other Taxes........................
Assets:
Cash ..o $ 49,536 $ 9,932 $ 39,604
Equity in pooled invested cash................cocoeviiiininnn. 16,839 $ 134,100 133,133 17,806
TOtAl @SSELS. . ..vveveieeieie et $ 66,375 $ 134,100 $ 143,065 $ 57,410
Liabilities:
Accounts payable and accrued liabilities........................ $ 4,182 $ 3,775 $ 4,182 $ 3,775
Accounts payable to political subdivisions ..................... 62,193 130,325 138,883 53,635
Total Habilities. .........ovviiiii e $ 66,375 $ 134,100 $ 143,065 $ 57,410
Payroll Taxes and Fringe Benefits
Assets:
Equity in pooled invested cash..................coeviviiinnn... $ 389 $ 1,841,781 $ 1,841,829 $ 341
Intergovernmental receivables.................oooeiiiiiiiin. 76 100 76 100
TOtAl @SSELS . ovuivieieeee e $ 465 $ 1,841,881 $ 1,841,905 $ 441
Liabilities:
Accounts payable and accrued liabilities........................ $ 465 $ 1,841,881 $ 1,841,905 $ 441
Totals - All Agency Funds
Assets:
CaSN e $ 100,852 $ 99,038 $ 108,195 $ 91,695
Equity in pooled invested cash..................ccoeieiinnn.n. 640,298 7,365,101 7,374,947 630,452
Taxes receivable.......o.oviiiiiiiiiie e 173,745 199,413 173,745 199,413
Intergovernmental receivables...........c.coevviiiiiiiiniininnn. 232,625 9,461 76 242,010
Accounts receivable from state treasury ......................... 640,000 250,239 10,000 880,239
TOtAl ASSELS. .. ..ivevieeiieet e $ 1,787,520 $ 7,923,252 $ 7,666,963 $ 2,043,809
Liabilities:
Accounts payable and accrued liabilities........................ $ 161,630 $ 2,001,437 $ 1,977,322 $ 185,745
Accounts payable to political subdivisions ..................... 1,625,890 5,921,815 5,689,641 1,858,064
Total Habilities. ... ...ovoveriieiiiiee e, $ 1,787,520 $ 7,923,252 $ 7,666,963 $ 2,043,809
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STATE OF MARYLAND

Non-major Component Unit Financial Statements

Non-major Component Units

Non-major component units are comprised of the following proprietary fund type entities.

Maryland Environmental Service

The Maryland Environmental Service was created as a body corporate and politic. The Service helps private industry
and local governments manage liquid, solid and hazardous wastes. In accordance with direction from the Governor, the
Service plans and establishes major resource recovery facilities, solid waste management plans and hazardous waste
management programs.

Maryland Industrial Development Financing Authority

The Maryland Industrial Development Financing Authority was established as a body corporate and politic and a public
instrumentality of the State to provide financial assistance to enterprises seeking to locate or expand operations in
Maryland.

Maryland Food Center Authority

The Maryland Food Center Authority is a body corporate and politic which was created to establish and operate a
consolidated wholesale food center within the Greater Baltimore Region and is subject to State regulations.

Maryland Technology Development Corporation

The Maryland Technology Development Corporation was established as a body corporate and politic and a public
instrumentality of the State to assist in the commercialization of technology developed in the universities and the private
sector. The Corporation administers the Maryland Technology Incubator program, Maryland Stem Cell Research Fund
and Maryland Venture Fund.
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STATE OF MARYLAND
Combining Statement of Net Position
Non-major Component Units
June 30, 2017
(Expressed in Thousands)

Maryland
Industrial Maryland Maryland Total
Maryland Development Food Technology Non-major
Environmental Financing Center Development  Component
Service Authority Authority Corporation Units
Assets:
Cash...oiiii $ 26,869 $ 6 $ 19,100 $ 45,975
Equity in pooled invested cash.................... $ 31,203 9,283 19,188 59,674
INVeStments .........coovvveriiniiiiiiiiiieeenn 5,999 69,289 75,288
Other accounts receivable.................ccoeueeee. 26,567 172 2,196 28,935
Due from primary government..................... 13,867 13,867
Loans and notes receivable, net..................... 8,093 8,093
Other aSSetS ....o.vvieereiiiieiiiieeieeieeeaanes 9,250 6 120 9,376
Restricted assets:
Cash .oooiii 259 1,273 1,532
Investments..........co.ovviiiniiiniiniiinnnns 2,246 2,246
Capital assets, net of accumulated depreciation
Land.....cocooiiiiiiiiii 5,952 3,582 9,534
Structures and improvements................... 28,419 14,554 42,973
Infrastructure .........ccoovvvviiiiniiinieneinn.n. 198 198
Equipment .........coooiviiiiiiiiiiiiineenns 7,104 582 123 7,809
Construction in progress ............c.ceeeeenen.. 4,667 4,667
Total @SSets ....ouvveuinininiiiiiiiiieiiieene, 112,863 31,203 32,852 133,249 310,167
Deferred outflows of resources............ 1,231 731 1,962
Liabilities:
Accounts payable and accrued liabilities .......... 21,096 148 17,668 38,912
Due to Primary Government........................ 423 423
Unearned revenue...............ccooeeeviiiniannnn.. 71 63 11,220 11,354
Accrued insurance on loan losses.................. 3,211 3,211
Other liabilities ............c.cocviviiiiiiiiiiinn... 215 215
Bonds and notes payable:
Due withinone year .....................o.eee. 1,143 1,143
Due in more than one year ..................... 18,992 18,992
Other noncurrent liabilities:
Due withinone year.................cooevvinnen. 21,818 140 21,958
Due in more than one year...................... 15,712 2,089 17,801
Total liabilities.............ovvvvvieieninnn. 78,761 3,282 2,655 29,311 114,009
Deferred inflows of resources ............. 89 49 138
Net position:
Net investment in capital assets...................... 17,767 23,385 123 41,275
Restricted:
Capital improvements and deposits............ 12 12
Unrestricted ......oovvviriiiiiiiieie 17,465 27,921 7,494 103,815 156,695
Total net position..............ceevvevuennen. $ 35244 ¢ 27921 $ 30879 $ 103,938 $ 197,982
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STATE OF MARYLAND
Combining Statement of Activities
Non-major Component Units
For the Year Ended June 30, 2017
(Expressed in Thousands)

Maryland
Industrial Maryland Maryland Total
Maryland Development Food Technology Non-major
Environmental Financing Center Development ~ Component
Service Authority Authority Corporation Units
Expenses:

General and administrative................ocoeevevnennnnn. $ 15426 $ 2389 $ 1435 $ 252 % 19,502
Operation and maintenance of facilities.................. 148,093 2,313 150,406
Provision for insurance on loan losses, net............... 598 598
Interest on long-termdebt ....................oiiallL 1,098 1,098
Depreciation and amortization ............................. 3,008 962 329 4,299
(0]111S) PPN 1,129 30,762 31,891
TOtal EXPENSES ...vvvinieeeeiniieiiieieeeieieianns 168,754 2,987 4,710 31,343 207,794

Program revenues:
Charges for services and sales ..............c.ceeeenins 170,631 438 10,002 1,419 182,490
Total charges for services ............coeveenennnn. 170,631 438 10,002 1,419 182,490
Operating grants and contributions........................ 2,092 29,628 31,720
Total program revenues. ...........cceveeeneeeenennn.. 172,723 438 10,002 31,047 214,210
Net program revenue (expense)............... 3,969 (2,549) 5,292 (296) 6,416

General revenues:
Unrestricted investment income......................c..... 82 465 2,323 2,870
Total general revenues. ...............ceeeveieienenn. 82 465 2,323 2,870
Change in net position .......................... 4,051 (2,084) 5,292 2,027 9,286
Net position - beginning of the year ................. 31,193 30,005 25,587 101,911 188,696
Net position - end of the year......................... $ 35,244  $ 27921 % 30,879 $ 103,938 $ 197,982
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Statistical Section

Comprehensive Annual Financial Report, State of Maryland
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Statistical Section

This part of the State’s comprehensive annual financial report presents detailed information as a context for
understanding what the information in the financial statements, note disclosures, and required supplementary
information says about the State’s economic condition.

Contents Page

Financial Trends
These schedules contain trend information to help the reader understand how the
State’s financial position and well-being have changed over time........................coooiit. 155

Revenue Capacity

These schedules contain information to help the reader assess the State’s most
SIgNITICANT OWN-SOUICE TEVEIMUES. ... ...ttt ittt e e e e e 162

Debt Capacity
These schedules present information to help the reader assess the affordability
of the State’s current levels of outstanding debt and the State’s ability to issue
additional debt in the fUTUTE. ... ....o.otitii e e e 167

Demographic and Economic Information
These schedules offer demographic and economic indicators to help the reader
understand the environment within which the State’s financial activities take place................ 172

Operating Information
These schedules contain service data to help the reader understand how the
information in the State’s financial report relates to the services the State provides
and the activities it PerfOrmS. ... . ..ottt e 175

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual
financial reports for the relevant year.
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STATE OF MARYLAND
Net Position by Component, Primary Government
Last Ten Fiscal Years
(accrual basis of accounting)
(Expressed in Thousands)

Year ended June 30,
2017 2016 2015 2014 2013 2012 2011 2010 2009 2008

Governmental activities:

Net investment in capital assets............ $ 16,164,081 $ 15,311,051 $ 14,737,916 $ 14,312,895 $ 14,203,503 $ 13,771,338 $ 13,669,573 $ 13,796,006 $ 14,381,207 $ 14,267,201

Restricted. ........oovviviviiiiiiieiieinnns 248,519 299,288 233,403 214,000 241,446 229,448 200,791 154,372 126,583 87,879

Unrestricted (deficit)......................... (27,010,946)  (25,671,817) (25,444,098) (12,086,503) (10,915,188) (10,023,466) (8,238,126) (6,664,836) (5,152,460) (2,273,983)
Total governmental activities net position... $  (10,598,346)$  (10,061,478)$  (10,472,779)$ 2,440,392 $ 3,529,761 $ 3,977,320 $ 5,632,238 $ 7,285,542 $ 9,355,330 $ 12,081,097
Business-type activities:

Net investment in capital assets............. $ 3,465,391 $ 3,278,343 $ 3,070,913 $ 2,780,663 $ 2,396,073 $ 2,314,382 $ 2,117,369 $ 1,554,706 $ 1,368,562 $ 1,685,176

Restricted. .......coouvvnieiiiiiiiiiiiea, 2,182,755 1,901,482 1,981,316 2,074,041 2,267,356 2,219,474 2,002,872 2,281,572 2,321,225 2,421,939

Unrestricted. ........oovviiviiiniiiiiennn. 2,442,849 2,457,957 2,213,139 2,208,475 2,112,651 1,855,353 1,602,600 1,453,631 1,498,587 1,250,324
Total business-type activities net position... $ 8,090,995 $ 7,637,782 $ 7,265,368 $ 7,063,179 $ 6,776,080 $ 6,389,209 $ 5,722,841 $ 5,289,909 $ 5,188,374 $ 5,357,439
Primary government:

Net investment in capital assets............ $ 19,629,472 $ 18,589,394 $ 17,808,829 $ 17,093,558 $ 17,093,558 $ 16,599,576 $ 16,085,720 $ 15,786,942 $ 15,350,712 $ 15,749,769

Restricted ...........oooeiiiiii 2,431,274 2,200,770 2,214,719 2,288,041 2,288,041 2,508,802 2,448,922 2,203,663 2,435,944 2,447,808

Unrestricted (deficit).....................et. (24,568,097) (23,213,860) (23,230,959) (9,878,028) (9,878,028) (8,802,537) (8,168,113) (6,635,526) (5,211,205) (3,653,873)
Total primary government net position...... $ (2,507,351)$ (2,423,696)$ (3,207,411)$ 9,503,571 $ 9,503,571 $ 10,305,841 $ 10,366,529 $ 11,355,079 $  12,575451$ 14,543,704

B
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STATE OF MARYLAND
Changes in Net Position
Last Ten Fiscal Years
(accrual basis of accounting)
(Expressed in Thousands)
Year ended June 30,
2017 2016 2015 2014 2013 2012 2011 2010 2009 2008

Governmental activities (1):
EXPENSES. .. eevneiieiiieeiie et et $ 36672888 $ 34595952¢% 33955678 $ 32979,215% 31,110,854 $ 31,045539$% 31,067,223 29,909,914¢% 28,467,897 $ 26,793,866

Program reVenues .............eeeunneeeinneeiunaennnn 15,313,142 14,422,414 14,239,658 13,221,268 12,655,977 12,356,151 13,002,556 12,207,706 10,177,024 8,669,151
Net (expense)/revenue,
governmental activities.................c......... (21,359,746)  (20,173538)  (19,716,020)  (19,757,947)  (18,454,877)  (18,689,388)  (18,064,667)  (17,702,208)  (18,290,873)  (18,124,715)
General revenues and other changes,
governmental activities................o.ocouunee. 20,822,878 20,584,839 19,853,048 18,699,201 18,007,318 17,034,470 16,411,363 15,632,420 15,742,974 16,823,220
Change in net position,
governmental activities...............cooeeuune.n. (536,868) 411,301 137,028 (1,058,746) (447,559) (1,654,918) (1,653,304) (2,069,788) (2,547,899) (1,301,495)
Net position, beginning...............cccceeeernnnee. (10,061,478) (10,472,779) 2,440,392 3,529,761 3,977,320 5,632,238 7,285,542 9,355,330 12,081,097 13,382,592
RESIAtEMent (2) .....vveeeeeeeeeeeeeeeeeeeeeeeennnn, (13,050,199) (30,623) (177,868)
Net position, ending,
governmental activities.................. $ (10,598,346) $ (10,061,478)$ (10,472,779) $ 2,440,392 $ 3,529,761 $ 3,977,320 $ 5,632,238 $ 7,285,542 $ 9,355,330 $ 12,081,097
Business-type activities (1):
Expenses........cocveviviiiinnnnn. . $ 3,762,859 $ 3,576,982 $ 3,519,427 $ 3,560,492 $ 3,724,891 $ 3,751,849 $ 3,666,971 $ 3,905,705 $ 3,191,998 $ 2,308,944
Program revenues 5,248,348 5,025,995 4,847,349 4,767,617 4,889,817 4,917,366 4,622,076 4,628,272 3,323,650 2,943,519
Net (expense)/revenue, business-
EYPE ACHIVILICS. . eeeeeeeeeeieieieeeieie e 1,485,489 1,449,013 1,327,922 1,207,125 1,164,926 1,165,517 955,105 722,567 131,652 634,575
General revenues and other changes,
business-type activities ............c.c.eeeueneeen. (1,032,276) (973,165) (935,046) (879,484) (778,055) (499,149) (522,173) (605,726) (443,156) (452,132)
Special item -Transfer of operations.................. (103,434)
Change in net position, business-
type ACtiVItIeS. ... eveneiiiiiiii e 453,213 372,414 392,876 327,641 386,871 666,368 432,932 116,841 (311,504) 182,443
Net position, beginning 7,637,782 7,265,368 7,063,179 6,776,080 6,389,209 5,722,841 5,289,909 5,188,374 5,357,439 5,174,996
Restatement (2) ........oeueeneiniiniiniineieieinnn. (190,687) (40,542) (15,306) 142,439

Net position, ending, business-type activities... $ 8,090,995 $ 7,637,782 $ 7,265,368 $ 7,063,179 $ 6,776,080 $ 6,389,209 $ 5,722,841 $ 5,289,909 $ 5,188,374 $ 5,357,439
Primary government:

EXPENSES - vvvtiieiiiiieiieiie et $ 40,435,747 $ 38,172,934 $ 37475105 $ 36,539,707 $  34,835,745$% 34,797,388 $ 34,734,194$ 33,815619$% 31,659,895 $ 29,102,810
Program reVenues. ... ....c.uveuueeeneeeneiinaeineeannes 20,561,490 19,448,409 19,087,007 17,988,885 17,545,794 17,273,517 17,624,632 16,835,978 13,500,674 11,612,670
Net (expense)/revenue,

primary gOVernment ................o.e.oeeueenenn. (19,874,256) (18,724,525)  (18,388,098) (18,550,822)  (17,289,951)  (17,523,871)  (17,109,562)  (16,979,641)  (18,159,221) (17,490,140)
General revenues and other changes,

primary gOVernment ................c.e.oeeueenenn. 19,790,602 19,611,674 18,918,002 17,819,717 17,229,263 16,535,321 15,889,190 15,026,694 15,299,818 16,371,088
Special item - Transfer of operations............... (103,434)
Change in net position, primary government (83,655) 783,715 529,904 (731,105) (60,688) (988,550) (1,220,372) (1,952,947) (2,859,403) (1,119,052)
Net position, beginning............c..ccooeeveineenne. (2,423,696) (3,207,411) 9,503,571 10,305,841 10,366,529 11,355,079 12,575,451 14,543,704 17,438,536 18,557,588
Restatement .........c.ooceuveeiniiiniiniiiniieiinn. (13,240,886) (71,165) (15,306) (35,429)

Net position ending, primary government...... $  (2507,351)$  (2,423,696)$  (3,207,411) $ 9,503,571 $ 10,305,841 $% 10,366,529 $  11,355079$ 12575451 % 14,543,704 $ 17,438,536

(1) See the Expenses by Function, Primary Government and Revenues, Primary Government schedules for detail information on expenses and revenues.

(2) Beginning net position balances were restated for fiscal year 2009 to recognize pollution remediation obligations for governmental activities and a prior period adjustment for capital assets
of the Maryland Transportation Authority in the business-type activities. Beginning net position was restated for fiscal year 2010 due to implementation of GASB Statement No. 53.
Beginning net position was restated for fiscal year 2014 due to implementation of GASB Statement No. 65 and for fiscal year 2015 due to implementation of GASB Statement No. 68 .
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STATE OF MARYLAND
Expenses by Function, Primary Government

Last Ten Fiscal Years
(accrual based accounting)
(Expressed in Thousands)

Year ended June 30,
Functions/Programs 2017 2016 2015 2014 2013 2012 2011 2010 2009 2008
Government activities:
General GOVEINMENt. ...........couueruneiiniineeinennnen. $ 946,670 $ 880,414 $ 861,601 $ 832,041 $ 894637 $ 871,352 $ 865,519 $ 837,542 $ 835,858 $ 815,107
Health and mental hygiene ..............c..cooeeeienne. 13,414,334 12,215,519 11,995,583 11,078,408 10,038,006 9,870,227 9,592,240 9,174,006 8,398,880 7,648,495
Education...........veuniiiiiieinii e 8,486,468 7,860,472 7,765,925 7,970,236 7,695,521 7,790,385 7,896,010 7,294,358 7,173,417 6,834,608
Aid for higher education ..................co.cooeinin. 2,323,284 2,351,057 2,200,669 2,042,523 1,918,549 1,898,244 1,921,224 1,908,027 1,878,043 1,851,379
HUMAN rESOUICES .. v.nevveeineiieiieiieiie e 2,446,063 2,510,369 2,544,917 2,584,755 2,611,879 2,551,033 2,537,952 2,401,029 2,163,217 1,859,485
Public safety.........coooviiiiiiiiiiii 2,278,563 2,031,359 2,034,175 2,101,314 2,095,994 2,078,085 2,198,490 2,119,696 2,134,038 2,100,098
Transportation ..............cceeeevvenniiniinniineinenn. 3,478,387 3,706,904 3,610,810 3,504,411 3,146,053 3,155,703 3,176,910 3,460,865 3,202,687 3,054,406
Judicial......oooiiii 803,668 733,794 699,116 662,086 642,559 649,324 681,717 654,605 682,324 633,844
Labor, licensing and regulation ......................... 349,394 312,850 325,179 333,701 319,757 279,632 277,887 253,977 204,027 186,470
Natural resources and recreation ........................ 360,187 255,076 275,936 213,004 185,627 207,840 205,921 187,525 219,060 179,682
Housing and community
development. ........eeuiiuiiiniiniiie 321,792 283,046 266,523 294,408 295,611 347,008 373,548 319,721 248,334 247,515
Environment............ooeuieiiiiiiiiiiiiieea 110,577 111,686 109,349 102,712 104,685 108,213 126,054 121,957 123,854 108,273
AGLICUILUIE ... 111,321 94,561 89,464 97,770 97,234 46,645 90,502 57,275 94,930 82,163
COMIMETCE. ..ttt ettt 109,054 83,664 100,264 105,177 71,517 78,406 83,519 78,701 94,584 97,991
Intergovernmental grants .................ccooveiienin.. 649,794 662,629 600,362 541,034 507,660 614,685 611,595 635,467 624,475 742,398
INEETESE . vveeeeeeeie et 483,332 502,553 475,805 515,633 485,565 498,757 428,135 405,163 390,169 351,952
Total governmental
ACHIVItIES EXPENSES ...evuervnevineiineiineennenn. 36,672,888 34,595,952 33,955,678 32,979,215 31,110,854 31,045,539 31,067,223 29,909,914 28,467,897 26,793,866
Business-type activities:
Economic development-
INSUrance Programs ............c..eeeueeeneeeneeennenns 1,227 3,372 2,838 4,534 12,565 4,689 12,693 4,247 8,881 4,759
Economic development-
general 10an programs. ..............cceeeueeunennnnn. 23,498 15,062 16,817 32,176 20,344 20,106 18,905 13,501 30,586 21,547
Economic development-
water quality loan program...................cc....... 168,631 221,101 251,636 174,566 209,263 142,280 153,331 99,911 43,245 42,409
Economic development-
housing loan programs.................ccoeeveeeeenn.. 163,267 175,706 179,393 202,818 207,423 204,117 193,258 201,077 210,603 189,906
Unemployment insurance
PLOLAITL ..ttt ee e 546,415 571,259 680,420 925,005 1,246,507 1,585,495 1,629,721 2,004,334 1,330,465 544,109
Maryland Lottery and
and Gaming Control Agency ..............c........... 2,264,581 1,993,732 1,845,837 1,701,020 1,525,381 1,331,899 1,254,095 1,205,310 1,207,171 1,133,587
Maryland Transportation
AUthOTIEY. ..o 537,773 538,560 489,859 469,606 451,944 412,509 355,467 327,360 308,383 325,721
Maryland Correctional
ENterpriSes. .. c.uuevuniiuneiiniineiineiieiieiieeieene 57,467 58,190 52,627 50,767 51,464 50,754 49,501 49,965 52,664 46,906
Total business-type activities
CXPEIISES «eveeiteeieeteeieetaeeieeineeanes 3,762,859 3,576,982 3,519,427 3,560,492 3,724,891 3,751,849 3,666,971 3,905,705 3,191,998 2,308,944
Total primary government
EXPETISES - eeveeeneeeeeeneeeeeae e eeaeenneees $ 40,435,747 $ 38,172,934 $ 37475105 $ 36,539,707 $ 34,835,745 $ 34,797,388 $ 34,734,194 $ 33815619 $ 31,659,895 $ 29,102,810
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STATE OF MARYLAND
Revenues, Primary Government
Last Ten Fiscal Years
(accrual based accounting)
(Expressed in Thousands)

Year ended June 30,

Source 2017 2016 2015 2014 2013 2012 2011 2010 2009 2008
Governmental activities:
Program revenues:
Charges for services:
General gOVErNMENt. ...........eevvuveervnneerennn. 778578  $ 817,528 657,548 $ 577,929 $ 724,997 % 500,747 455729  $ 490,230 $ 616,176  $ 359,589
Health and mental hygiene ......................... 1,082,744 1,156,098 1,223,465 1,445,746 1,368,278 1,332,658 1,205,122 948,124 564,677 458,706
Transportation ..............coeeeeriieenneiinarennn.. 625,103 618,334 652,820 582,332 679,378 541,961 540,859 527,330 508,629 611,002
Judicial ..o 305,700 278,514 277,001 313,598 349,347 434,276 283,781 246,027 252,847 260,145
Other aCtiVIties. ... ...uevvuerineiereiieieeieens 529,020 467,989 391,082 418,981 454,900 462,765 460,733 608,284 462,761 377,905
Operating grants and contributions...................... 11,120,269 10,342,983 10,263,139 9,056,184 8,233,915 8,199,616 9,341,179 8,659,808 7,079,697 5,924,816
Capital grants and contributions ......................... 871,728 740,968 774,605 826,498 845,162 884,128 715,153 727,903 692,237 676,988
Total program revenues. ............coeeueuueeenenenns 15,313,144 14,422,414 14,239,660 13,221,268 12,655,977 12,356,151 13,002,556 12,207,706 10,177,024 8,669,151
General revenues:
Taxes:
TNCOME TAXES +ovveveeiieiieiiee e 9,828,434 9,797,055 9,445,934 8,803,951 8,657,390 7,868,089 7,605,497 7,003,514 7,167,890 7,885,639
Sales and use taxes.... 4,612,619 4,506,092 4,412,308 4,199,862 4,115,724 4,078,000 3,898,509 3,760,756 3,857,020 3,748,724
Motor vehicle taxes 2,657,696 2,554,740 2,383,505 2,196,805 2,072,571 1,988,153 1,913,570 1,796,769 1,787,144 1,920,460
Tobacco taxes............ 386,965 395,266 391,452 402,403 415,922 411,427 407,570 405,915 405,559 376,112
Insurance company taxe: 512,033 491,226 505,991 475,294 429,410 428,023 392,287 382,569 369,479 469,144
Property taxes............ 1,099,731 1,053,103 1,002,787 972,947 990,061 994,439 1,043,943 1,009,768 968,892 1,026,592
Estate & inheritance taxes. 252,118 288,833 266,809 238,276 258,978 221,206 241,576 196,002 229,723 261,987
Other taxes................ 312,867 311,694 306,505 313,474 293,031 296,068 302,421 294,752 293,391 311,048
Unrestricted investment earnings 120,657 197,411 186,926 212,533 (4,794) 155,587 79,042 167,581 202,682 345,578
Transfers ..........ccoovvveiuneinnan. 1,039,758 989,420 950,831 883,656 779,026 593,478 526,948 614,794 461,194 477,936
Total general revenues and transfers.................c........ 20,822,878 20,584,840 19,853,048 18,699,201 18,007,318 17,034,470 16,411,363 15,632,420 15,742,974 16,823,220
Total revenues and transfers - governmental activities. .. 36,136,022 35,007,254 34,092,708 31,920,469 30,663,295 29,390,621 29,413,919 27,840,126 25,919,998 25,492,371
Business-type activities:
Program revenues:
Charges for services:
Unemployment insurance program................. 565,671 627,998 679,346 658,998 899,368 1,136,677 1,031,602 953,711 475,032 440,848
Maryland Lottery and Gaming Control Agency.. 3,384,334 3,078,920 2,877,945 2,645,960 2,444,195 2,022,445 1,828,489 1,711,285 1,699,156 1,673,038
Maryland Transportation Authority................ 869,605 836,079 827,759 804,642 617,334 532,042 553,786 588,427 391,558 425,504
Other aCtiVities. .......c.vvvveniiiiniiiiiiiean 331,113 351,511 337,580 355,935 337,214 307,914 327,854 359,204 366,916 346,494
Operating grants and contributions ...................... 97,625 131,487 124,719 302,082 591,706 917,219 880,345 1,015,645 390,988 57,635
Capital grants and contributions ......................... 1,069
Total Program revenues ..............veeeueuenenenns 5,248,348 5,025,995 4,847,349 4,767,617 4,889,817 4,917,366 4,622,076 4,628,272 3,323,650 2,943,519
General revenues:
InvestMD tax credits.........c..vvuvvniiiinieniiiinenninns 84,000
Unrestricted investment earnings 7,482 16,255 15,785 4,172 971 10,329 4,775 9,068 18,038 25,804
TIANSTETS .. vvteeeee e (1,039,758) (989,420) (950,831) (883,656) (779,026) (593,478) (526,948) (614,794) (461,194) (477,936)
Total general revenues and transfers............... (1,032,276) (973,165) (935,046) (879,484) (778,055) (499,149) (522,173) (605,726) (443,156) (452,132)
Special item - Transfer of operations.......................... (103,434)
Total revenues, transfers, and special
items - business-type activities ...................... 4,216,072 3,949,396 3,912,303 3,888,133 4,111,762 4,418,217 4,099,903 4,022,546 2,880,494 2,491,387
Total primary government revenues and transfers.......... 40,352,094 $ 38,956,650 38,005,011 $ 35808602 $ 34775057 $ 33,808,838 33,513,822 $ 31,862,672 $ 28,800,492 $ 27,983,758
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STATE OF MARYLAND
Fund Balances, Governmental Funds

Last Ten Fiscal Years
(modified accrual based accounting)
(Expressed in Thousands)

Year ended June 30,
2017 2016 2015 2014 2013 2012 2011 2010 2009 2008

General Fund (2):

Nonspendable $ 571,891 $ 618,563 $ 514,051 $ 495542 $ 493431 $ 485,654 $ 468,330 $ 448,982

Restricted........ovevvereiiniiiiniiie, 10,459 11,403 16,487 6,501 187 632 294 398
Committed........c..overuuneiiiinineeiiinees 1,564,668 1,675,674 1,519,539 1,553,584 1,488,477 1,271,765 1,163,278 1,140,676
Unassigned..........cooveevuniiiiineiinnneenn. (788,832) (509,187) (766,124) (916,302) (622,860) (680,949) (292,292) (340,964)
Reserved ...vveeeiii e, $ 1,363,060 $ 1,388,192
Unreserved (deficit)...............oooeeninis 146,862 1,497,396
Total general fund 1,358,186 1,796,453 1,283,953 1,139,325 1,359,235 1,077,102 1,339,610 1,249,092 1,509,922 2,885,588
All other governmental funds (2):
Nonspendable ...............coeoeoiiiini. 103,510 211,726 197,847 192,871 183,355 181,093 182,156 171,094
Restricted. .......oooviveiiiiiiiiiien, 243,829 287,885 216,916 207,499 241,260 228,816 200,497 154,386
Committed.........ccoeevieniinniiieinaenn.. 578,790 685,348 800,158 791,084 663,718 550,287 568,396 608,854
Unassigned (1)......ccovevevinniineinnennn. (264,367) (273,530) (511,961) (414,043) (353,964) (431,416) (403,711) (358,796)
Reserved ....ooooviiiiiiiii i, 574,349 519,013
Unreserved, reported in:
Special revenue funds................... 166,567 (29,236)
Capital projects funds (1).............. (375,595) (128,045)
Debt service funds ...................... 104,238 54,263
Total all other governmental funds .............. 661,763 911,429 702,960 777,411 734,369 528,780 547,338 575,538 469,559 415,995
Total governmental funds ................... $ 2019948 $ 2,707,882 $ 1,986,913 $ 1,916,736 $ 2,093,604 $ 1605882 $ 1886948 $ 1824630 $ 1,979,481 $ 3,301,583

(1) The unreserved and unassigned fund balance deficit of the capital projects fund will be funded by future bond proceeds and capital appropriations of the general fund.
(2) Beginning in fiscal year 2010, fund balances were restated due to implementation of GASB Statement No. 54.
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STATE OF MARYLAND
Changes in Fund Balances, Government Funds
Last Ten Fiscal Years

(modified accrual based accounting)
(Expressed in Thousands)

Year ended June 30,

2017 2016 2015 2014 2013 2012 2011 2010 2009 2008
Revenues:
INCOME tAXES ..ovoveeineeeieeee e eee e, 9,786,505 9,832,668 $ 9418584 $ 8,743,986 $ 8,652,063 $ 7,822259 $ 7,639,285 $ 6,957,811 $ 7,156,297 $ 7,868,899
Retail sales and use taxes..............cccoeeueunnnn.. 4,609,782 4,504,417 4,410,080 4,196,314 4,114,462 4,076,729 3,896,876 3,754,326 3,851,752 3,748,933
Motor vehicle taxes and fees ......................... 2,657,696 2,554,740 2,383,505 2,196,805 2,072,571 1,988,153 1,913,570 1,796,769 1,787,144 1,920,460
TObACCO tAXES. . .\uvvivevnieireiieieieieieeieeaas 386,965 395,266 391,452 402,403 415,922 411,427 407,570 405,915 405,559 376,112
Insurance company taXes. ............coc.eeeeenennen. 512,033 491,226 505,991 475,294 429,410 428,023 392,287 382,569 369,479 469,144
Property taxes .....o.vveveinineiiiiieiieieieneannn. 1,099,731 1,053,102 1,002,786 972,947 990,061 994,439 1,043,943 1,009,768 968,892 1,026,592
Estate & inheritance taxes ...............ccvvnevnn.. 252,118 288,833 266,809 238,276 258,978 221,206 241,576 196,002 229,723 261,987
Other taXeS. .. ovuvnieeeiieieieieie e eee e 312,867 311,694 306,505 313,474 293,031 296,068 302,421 294,752 293,391 311,048
Other licenses and fees ..............cccoeeiiiininn. 604,004 646,622 641,478 607,785 678,648 714,891 683,289 682,756 686,806 651,079
Charges for Services...........covvviviiiiiniineininnn. 2,115,409 2,191,464 2,132,893 2,304,305 2,403,377 2,150,332 1,878,075 1,639,917 1,259,309 1,108,666
Revenues pledged as security for bonds* ........... 95,057 89,521 66,098 77,541
Interest and other investment income ............... (59,874) 57,549 66,067 110,607 (89,273) 88,068 23,052 121,233 161,696 307,403
Federal..........cooooiiiiiiiiiiii e, 11,970,737 10,999,638 11,033,156 9,897,214 9,096,720 9,104,024 9,968,631 9,386,888 7,767,558 6,604,348
Other ... 574,784 477,526 439,015 412,182 474,867 405,263 309,902 413,762 377,127 214,755
Total reVENUES ......vviveiiiieiiieiiieieiaans 34,822,757 33,804,745 32,998,322 30,871,592 29,790,838 28,700,882 28,795,534 27,131,989 25,380,831 24,946,967
Expenditures:
Current:
General government.................coceevininenn.. 878,805 887,127 860,009 836,341 884,048 836,112 775,370 762,488 757,186 729,788
Education..........cooeeiviiiiiiiiiniiieiee e 10,403,553 10,231,349 10,079,813 9,636,845 9,305,918 9,298,976 9,474,145 9,104,692 8,948,062 8,638,203
COMIMETCE +.vvveeveineeeieeteieeieeeieanenans 106,959 83,389 100,030 103,253 69,425 75,835 79,284 74,578 90,892 94,503
Labor, licensing and regulation.................... 334,642 315,758 322,158 319,814 304,289 261,615 246,700 226,118 182,751 166,848
Human reSOurces. ..........ocveeneueiiieenanennnns 2,391,286 2,501,100 2,543,937 2,542,075 2,557,386 2,488,200 2,420,789 2,291,347 2,061,959 1,761,284
Health and mental hygiene......................... 13,334,642 12,206,406 12,007,975 11,160,187 9,949,816 9,772,861 9,441,903 9,040,549 8,286,032 7,536,747
Environment..............cooooeeiiiiiiiiiann. 108,702 108,548 107,103 96,901 87,728 96,116 107,457 110,092 106,307 95,918
Transportation..............c.coeeeeieeineinainninnn. 1,533,532 1,737,964 1,719,153 1,793,001 1,468,019 1,472,418 1,228,659 1,422,084 1,333,618 1,262,973
Public safety.........cooveiiiiiiiiii, 2,076,945 1,983,864 1,972,570 1,888,200 1,879,264 1,875,795 1,873,921 1,773,141 1,824,595 1,835,652
Judicial.......oooviiiiii 740,041 715,230 689,975 638,115 594,522 590,082 577,333 556,908 585,778 556,056
Housing and community development............ 319,809 282,414 266,912 292,494 293,743 344,408 368,857 315,630 244,208 244,581
Natural resources and recreation................... 306,062 236,959 232,514 186,486 171,206 179,682 182,229 184,342 205,876 188,675
AGIculture ......oovvvniiiiii e 71,000 69,105 75,226 87,110 80,353 79,294 80,770 92,954 142,804 147,494
Intergovernmental ..................coeeviiniiniinnnn.. 1,379,988 1,352,665 1,344,034 1,190,477 1,156,328 1,265,314 1,249,592 1,187,153 1,425,506 1,597,734
Debt service:
Principal ......ooviiiii 993,324 926,719 810,783 744,599 673,639 645,024 598,265 560,348 536,050 497,300
INEET@S. .. vvevineeei et e e aeanas 496,946 468,169 440,063 434,811 414,089 399,710 390,340 366,237 349,214 315,010
Capital outlay ..........oovvviiiiiiiieiiieieenns 2,594,494 2,115,363 1,910,348 1,598,458 1,614,972 1,274,591 1,276,049 1,200,176 1,430,170 1,476,506
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Total expenditures. ...........ccveeeeenniinnennnenn. 38,070,729 36,222,129 35,482,602 33,549,167 31,504,745 30,956,033 30,371,663 29,268,837 28,511,008 27,145,272
Excess (deficiency) of revenues over
EXPENAitUres. .......evuneiiniiiiiiiie e (3,247,973) (2,417,384) (2,484,280) (2,677,575) (1,713,907) (2,255,151) (1,576,129) (2,136,848) (3,130,177) (2,198,305)
Other financing sources (uses):
Capital 1€ases .........ocoovevniiiiiiiiiiiinn, 8,670 43,127 9,409 170,236 32,311 23,440 53,334 15,472 27,945 31,185
Proceeds from bond issues.. 1,513,598 2,105,806 1,662,385 1,445,884 1,389,203 1,375,297 1,058,166 1,477,837 1,318,718 1,071,403
Other long-term liabilities ........................... 102
Proceeds from refunding bonds..................... 813,042 1,478,889 279,273 424,111 656,851 798,080 69,431
Payments to €SCrOW agents..............evevnennnnns (815,030) (1,547,056) (278,876) (423,021) (674,982) (924,185) (69,213)
Transfers in.........ooeeeveenneineineiineeeieenn, 2,104,547 1,993,776 1,766,489 1,659,660 1,331,669 1,552,089 1,716,673 1,895,049 1,203,021 1,180,435
Transfers out (1,064,788) (1,004,356) (815,658) (775,470) (552,643) (958,611) (1,189,726) (1,280,256) (741,827) (702,499)
Net other sources (uses) of financial
FESOUICES. .ot eeeeeeeeieeeeeieeaeeaeeaeennns 2,560,039 3,138,353 2,554,458 2,500,707 2,201,630 1,974,084 1,638,447 1,981,997 1,808,075 1,580,626
Net changes in fund balance ..................... (687,934) 720,970 70,178 (176,868) 487,722 (281,067) 62,318 (154,851) (1,322,102) (617,679)
Fund balance, beginning of the year ................ 2,707,882 1,986,912 1,916,736 2,093,604 1,605,882 1,886,948 1,824,630 1,979,481 3,301,583 3,919,262
Fund balance, end of the year ........................ $ 2019948 $ 2,707,882 $ 1986913 $ 1,916,736 $ 2,093,604 $ 1605881 $ 1,886,948 $ 1,824,630 $ 1,979,481 $ 3,301,583
Debt service as a percentage of
noncapital expenditures .....................ooe.e 4.2% 4.1% 3.7% 3.7% 3.6% 3.6% 3.5% 3.4% 3.4% 3.3%

* Beginning in fiscal year 2012, revenues pledged as security for bonds were reclassified to charges for services.
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STATE OF MARYLAND

Personal Income Tax Filers by Subdivision
Tax Year Ended December 31, 2016

Number Adjusted Net State Local State and Local Local

Subdivision of Filers Gross Income Taxable Income Income Tax(1) Income Tax Income Tax Tax Rate
Allegany............ 21,846 $ 1,179,856,534 $ 923,837,979 $ 41,463,165 $ 27,194,119 $ 68,657,284 3.05 %
Anne Arundel...... 224,944 22,055,871,651 18,216,632,215 853,436,673 446,394,609 1,299,831,282  2.50
Baltimore County.. 325,518 27,704,296,869 22,387,189,959 1,050,162,729 619,448,686 1,669,611,415 2.83
Calvert............... 35,494 3,204,749,580 2,570,965,464 119,887,095 71,101,309 190988404 2.80
Caroline ............. 11,600 660,041,854 500,712,270 21,026,830 13,059,516 34,086,346 2.73
Carroll................ 67,607 5,985,924,849 4,865,470,814 228,868,319 145,759,992 374,628,311 3.03
CecCil..ooeeniiniann. 36,562 2,560,220,619 2,035,509,323 71,793,159 54,106,806 125,899,965 2.80
Charles............... 62,236 4,855,520,350 3,706,405,612 170,359,598 110,459,046 280,818,644 3.03
Dorchester ........... 11,469 623,306,172 476,283,027 20,590,448 11,880,521 32,470,969 2.62
Frederick ............ 99,450 8,664,507,816 7,007,985,479 328,367,860 204,695,397 533,063,257 2.96
Garrett ............... 10,153 579,284,577 450,159,077 19,987,828 11,542,521 31,530,349 2.65
Harford............... 99,811 8,273,458,210 6,683,757,229 309,373,178 201,402,126 510,775,304  3.06
Howard ............. 123,570 14,825,459,536 12,446,585,252 593,570,888 393,243,567 986,814,455 3.20
Kent .ooooovevneanenn. 7,050 547,588,411 425,389,013 18,103,941 11,715,719 29,819,660 2.85
Montgomery ....... 421,928 51,599,222,961 43,483,145,210 2,021,966,998 1,346,884,021 3,368,851,019  3.20
Prince Georgess.... 362,048 22,858,801,675 16,501,675,552 746,335,735 513,119,127 1,259,454,862 3.20
Queen Anne's...... 19,083 1,805,593,854 1,465,396,922 67,005,276 46,140,692 113,145,968 3.20
St. Maryss........... 41,155 3,422,594,419 2,768,373,813 128,338,656 81,699,736 210,038,392 3.00
Somerset............ 6,214 305,548,386 225,789,056 9,643,145 6,700,809 16,343,954 3.15
Talbot............... 14,666 1,400,448,708 1,132,954,384 52,190,441 26,246,660 78,437,101 2.40
Washington......... 54,072 3,417,465,000 2,680,126,846 122,021,206 73,040,862 195,062,068 2.80
Wicomico ........... 34,381 2,034,251,403 1,586,575,012 67,485,782 48,411,465 115,897,247  3.20
Worcester............ 21,224 1,520,968,799 1,215,306,788 53,513,972 20,527,947 74,041,919 1.75
Baltimore City...... 199,446 12,251,736,133 9,657,703,228 436,124,810 294,651,117 730,775,927 3.20
Non-resident......... 129,993 7,227,973,895 6,307,000,073 441,823,370 441,823,370

2,441,520 $ 209,564,692,261 $ 169,720,929,597 $ 7,993,441,102 $ 4,779,426,370

12,772,867,472

(1) See State personal income tax rates schedules for tax rate information.

Source: Revenue Administration Division, State Comptroller's Office
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STATE OF MARYLAND

State Personal Income Tax and Sales Tax Rates
Calendar Year 2012-2017*

Filing Status, Single:

Married Filing Jointly:

Taxable Income: Rate: Taxable Income: Rate:
$3,001 - $100,000 4.75% $3,001 - $150,000 4.75%
$100,001 - $125,000 5.00% $150,001 - $175,000 5.00%
$125,001 - $150,000 5.25% $175,001 - $225,000 5.25%
$150,001 - $250,000 5.50% $225,001 - $300,000 5.50%
Over $250,000 5.75% Over $300,000 5.75%
Sales Tax Rate: 6%
*Rates effective January 1, 2012
State Personal Income Tax and Sales Tax Rates
Calendar Years 2008-2011*
Filing Status, Single: Married Filing Jointly:
Taxable Income: Rate: Taxable Income: Rate:
$3,000 - $150,000 4.75% $3,000 - $200,000 4.75%
$150,001 - $300,000 5.00% $200,001 - $350,000 5.00%
$300,001 - $500,000 5.25% $350,001 - $500,000 5.25%
$500,001 - $1,000,000 5.50% $500,001 - $1,000,000 5.50%
Over $1,000,000 6.25%** Over $1,000,000 6.25%**

Sales Tax Rate: 6%

*Rates effective January 1, 2008
**Rates for calendar year 2011 were 5.50%

Source: Revenue Administration Division, State Comptroller’s Office
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Last Ten Tax Years Ended December 31st

STATE OF MARYLAND
Personal Income Tax Filers and Liability by Income Level

(Dollars, except income level, Expressed in Thousands)

2016 2015
Number Percentage Income Tax Percentage Number Percentage Income Tax Percentage
of Filers of Total Liability of Total of Filers of Total Liability of Total
Income Level Income Level
$500,000 and higher 26,496 109 % $ 1,607,900 2011 % $500,000 and higher 25,747 108 % $ 1,533,581 1970 %
$100,000-$499,999 562,683 23.05 3,948,852 49.40 $100,000-$499,999 552,401 23.09 3,858,612 49.56
$70,000-$99,999 321,207 13.16 954,063 11.94 $70,000-$99,999 317,167 13.25 940,026 12.07
$50,000-$69,999 326,819 13.39 653,878 8.18 $50,000-$69,999 320,708 13.40 640,008 8.22
$25,000-$49,999 639,012 26.17 646,421 8.09 $25,000-$49,999 623,249 26.05 634,477 8.15
$10,000-$24,999 463,348 18.98 169,317 212 $10,000-$24,999 453,975 18.97 166,838 2.14
Under $10,000 101,955 4.18 13,008 0.16 Under $10,000 99,564 4.16 12,631 0.16
Total 2,441,520 100.00 % $ 7,993,441 100.00 % Total 2,392,811 10000 % $ 7,786,173 100.00 %
2014 2013
Number Percentage Income Tax Percentage Number Percentage Income Tax Percentage
of Filers of Total Liability of Total of Filers of Total Liability of Total
Income Level Income Level
$500,000 and higher 24,432 103 % $ 1,487,042 1988 % $500,000 and higher 21,935 092 % $ 1,266,568 16.27 %
$100,000-$499,999 527,543 22.14 3,648,239 48.76 $100,000-$499,999 503,837 21.06 3,434,142 44.11
$70,000-$99,999 312,138 13.10 919,952 12.30 $70,000-$99,999 309,903 12.95 905,699 11.63
$50,000-$69,999 315,473 13.24 626,493 8.37 $50,000-$69,999 312,548 13.06 615,553 791
$25,000-$49,999 623,459 26.16 623,584 8.33 $25,000-$49,999 621,710 25.98 618,113 7.94
$10,000-$24,999 476,740 20.01 163,914 2.19 $10,000-$24,999 477,663 19.96 162,722 2.09
Under $10,000 103,143 4.33 12,749 0.17 Under $10,000 99,685 4.17 12,100 0.16
Total 2,382,928 10000 % $ 7,481,973 100.00 % Total 2,347,281 98.09 % $ 7,014,897 90.09 %
2012 2011
Number Percentage Income Tax Percentage Number Percentage Income Tax Percentage
of Filers of Total Liability of Total of Filers of Total Liability of Total
Income Level Income Level
$500,000 and higher 24,255 105 % $ 1,533,202 2159 % $500,000 and higher 20,027 090 % $ 1,074,619 17.05 %
$100,000-$499,999 493,577 21.44 3,281,446 46.21 $100,000-$499,999 475,139 21.15 3,020,394 47.91
$70,000-$99,999 307,641 13.36 884,705 12.46 $70,000-$99,999 301,920 13.44 854,629 13.56
$50,000-$69,999 311,773 13.54 605,169 8.52 $50,000-$69,999 309,545 13.78 591,156 9.38
$25,000-$49,999 615,541 26.74 608,132 8.56 $25,000-$49,999 609,707 27.15 599,435 9.51
$10,000-$24,999 470,011 20.43 175,568 2.47 $10,000-$24,999 461,729 20.57 152,585 242
Under $10,000 79,274 3.44 13,671 0.19 Under $10,000 68,009 3.03 11,115 0.18
Total 2,302,072 100.00 % $ 7,101,893 100.00 % Total 2,246,076 100.00 % $ 6,303,933 100.00 %
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STATE OF MARYLAND
Personal Income Tax Filers and Liability by Income Level

Last Ten Tax Years Ended December 31st

(Dollars, except income level, Expressed in Thousands)
(continued)

2010 2009

Number Percentage Income Tax Percentage Number Percentage Income Tax Percentage

of Filers of Total Liability of Total of Filers of Total Liability of Total
Income Level Income Level
$500,000 and higher 19,031 087 % $ 1,103,398 18.00 % $500,000 and higher 16,589 077 % $ 901,111 1576 %
$100,000-$499,999 460,144 20.77 2,872,843 46.86 $100,000-$499,999 440,514 20.33 2,700,374 47.24
$70,000-$99,999 297,568 13.43 829,513 13.53 $75,000-$99,999 294,317 13.58 810,590 14.18
$50,000-$69,999 306,283 13.82 577,222 9.42 $50,000-$74,999 305,438 14.09 567,707 9.93
$25,000-$49,999 605,480 27.33 590,450 9.63 $25,000-$49,999 601,213 27.74 585,150 10.24
$10,000-$24,999 454,672 20.53 149,735 2.44 $10,000-$24,999 440,498 20.33 144,875 2.53
Under $10,000 72,525 3.27 7,087 0.12 Under $10,000 68,464 3.16 6,709 0.12

Total 2,215,703 100.00 % $ 6,130,248 100.00 % Total 2,167,033 100.00 % $ 5,716,516 100.00 %
2008 2007

Number Percentage Income Tax Percentage Number Percentage Income Tax  Percentage

of Filers of Total Liability of Total of Filers of Total Liability of Total
Income Level Income Level
$500,000 and higher 18,490 084 % $ 1,203,268 1989 % $500,000 and higher 22,546 098 % $ 1,343,286 2149 %
$100,000-$499,999 436,125 19.76 2,680,009 44.29 $100,000-$499,999 422,874 18.43 2,619,517 41.92
$75,000-$99,999 299,054 13.55 817,229 13.51 $75,000-$99,999 299,022 13.04 839,000 13.43
$50,000-$74,999 309,460 14.02 569,793 9.42 $50,000-$74,999 310,886 13.55 591,121 9.46
$25,000-$49,999 619,265 28.05 619,216 10.23 $25,000-$49,999 636,783 27.76 669,599 10.71
$10,000-$24,999 445,300 20.17 152,357 2.52 $10,000-$24,999 482,515 21.03 174,561 2.79
Under $10,000 79,781 3.61 8,570 0.14 Under $10,000 119,277 5.20 12,218 0.20

Total 2,207,475 100.00 % $ 6,050,442 100.00 % Total 2,293,903 100.00 % $ 6,249,302 100.00 %
Source: Revenue Administration Division, Comptroller's Office
B Ao
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STATE OF MARYLAND

Sales and Use Tax Receipts by Principal Type of Business

Last Ten Fiscal Years
(Expressed in Thousands)

Building & Hardware,
Food and General Furniture and Industrial Utilities & Machinery & Assessment Total

Year Beverage* Apparel Merchandise Automotive Appliances Supplies Transportation Equipment Miscellaneous Collections Collections

2017 cocoene. $ 1156169 $ 226682 $ 867534 $ 298391 $ 290538 $ 615486 $ 377542 3% 110,636 $ 684,747 $ 10,062 $ 4,637,787
2016 ......... 1,134,386 214,016 861,937 295,298 295,776 589,726 350,722 111,102 683,872 11,718 4,548,553
2015 .......... 1,090,515 208,036 811,774 284,110 299,874 563,869 378,578 110,016 652,615 10,508 4,409,895
2014 .......... 1,034,463 199,133 751,972 274,024 295,710 530,891 383,069 103,416 614,776 8,542 4,195,996
2013 ... 1,011,944 197,086 754,822 266,675 315,902 501,287 354,509 98,914 605,375 7,783 4,114,297
2012 ... 1,013,589 193,049 736,119 268,506 330,226 485,588 349,284 100,832 582,760 16,627 4,076,580
2011 .......... 891,267 187,014 716,226 259,052 343,897 467,156 367,543 94,654 559,420 10,470 3,896,699
2010 .......... 864,941 189,057 705,121 239,813 347,243 445,706 370,435 92,241 484,910 14,310 3,753,777
2009 .......... 851,038 188,931 705,193 252,973 362,374 483,384 404,219 97,355 489,672 16,153 3,851,292
2008 .......... 776,466 181,302 672,024 249,506 387,590 517,452 356,747 100,922 481,478 25,435 3,748,922

Source: Revenue Administration Division, Comptroller’s Office

*The 2011 Session of the Maryland General Assembly approved legislation increasing the sales tax on alcoholic beverages from 6% to 9% effective fiscal year 2012.
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STATE OF MARYLAND
Schedule of Ratio of Outstanding Debt by Type
Last Ten Years

(Dollars Expressed in Thousands except Per Capita)

Debt Ratios, Governmental

Business-Type

Debt Ratios,

General Bonded Debt Other Governmental Activities Debt Activities Activities Debt Primary Government
Capital Total Total Total
General Transportation Leases with Governmental Percentage Business-Type Primary Percentage

Fiscal Obligation Transportation Capital Debt/Other Component Activities of Personal Per Revenue Capital Activities Government of Personal Per
Year Bonds (3) Bonds (3) Leases Liabilities(2) Units Debt Income(1) Capita (1) Bonds Leases Debt Debt Income(1) Capita(1)
2017 $ 10,526,151 $ 2,860,829 842,363 $ 103,100 $ 14,332,443 411 % $ 2,382 5,345,081 35669 $ 5,380,750 $ 19,713,193 566 % $ 3,277
2016 10,672,349 2,359,453 907,425 121,543 14,060,770 4.17 2,341 5,630,773 48,285 5,679,058 19,739,828 5.85 3,286
2015 9,800,864 2,233,690 929,679 140,559 13,104,792 3.98 2,193 5,721,363 60,715 5,782,078 18,886,870 5.73 3,160
2014 9,256,090 1,948,837 915,393 163,574 12,283,894 3.82 2,072 5,939,721 17,480 5,957,201 18,241,095 5.67 3,077
2013 8,659,236 1,728,192 766,393 186,706 11,340,527 3.58 1,927 6,220,872 31,024 6,251,896 17,592,423 5.56 2,990
2012 8,081,668 1,654,497 755,653 210,676 10,702,494 341 1,728 6,377,228 56,212 6,433,440 17,135,934 5.59 2,832
2011 7,425,402 1,630,533 755,778 214,590 10,026,303 3.35 1,645 6,504,780 44,886 6,549,666 16,575,969 5.66 2,776
2010 6,921,542 1,721,856 798,201 232,762 9,674,361 331 1,614 6,161,633 5,261 6,166,894 15,841,255 553 2,696
2009 6,226,287 1,667,124 848,208 250,407 8,992,026 3.14 1,519 5,422,501 5,748 5,428,249 14,420,275 5.13 2,482
2008 5,806,519 1,348,854 515,134 $ 373,319 265,767 8,309,593 3.02 1,409 5,041,339 648 5,041,987 13,351,580 494 2,307

Source: General Accounting Division, State Comptroller’s Office
(1) Population and personal income data can be found in the Schedule of Demographics Statistics.

(2) Transportation debt/other liabilities was reclassified as capital leases beginning in fiscal year 2009.

(3) General bonded debt and transportation bonds are net of related premiums, discounts and adjustments.
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STATE OF MARYLAND
Ratio of General Bonded Debt
To Actual Value and General Bonded Debt Per Capita
Last Ten Fiscal Years

(Expressed in Thousands) Ratio of General General
Estimated Estimated General Bonded Debt to Bonded Debt

Fiscal Year Population (1) Property Value Bonded Debht (2) Actual Property Value per Capita
2017 o 6,016 $ 714,873,503 $ 10,526,151 147 % $ 1,750
2016 ..o 6,007 693,056,335 10,672,349 154 1,777
2015 L. 5,976 664,447,412 9,800,864 1.48 1,640
2014 .o 5,929 647,265,360 9,256,090 143 1,561
2013 5,885 641,751,347 8,659,236 1.35 1,471
2012 5,828 653,376,073 8,081,668 1.24 1,387
2011 5,786 689,329,692 7,425,402 1.08 1,283
2010 .o 5,699 731,809,178 6,921,542 0.95 1,215
2009 .. 5,634 707,573,095 6,226,287 0.88 1,105
2008 ..o 5,618 633,453,169 5,806,519 0.92 1,034

Source: The Sixty-Fourth through Seventy-Third Report of the State Department of Assessments and Taxation
and the State Comptroller’s Office
(1) See Schedule of Demographic Statistics.
(2) Includes general obligation bonds. The primary revenue source to pay the debt service for general
obligation bonds is property taxes. The General bonded debt is net of related premiums, discounts, and adjustments.
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STATE OF MARYLAND
Legal Debt Margin Information
Last Ten Fiscal Years
(Expressed in Thousands)

Legal Debt Margin Calculation for Fiscal Year 2017

Debt Limit (1)...eeieiniiiiiiiiiiiiae $ 15,123,970
Debt applicable to limit:.....................

General obligation bonds ................. 9,334,205

Transportation bonds ....................... 2,578,385

Nontraditional Transportation debt (2)... 650,609
Less amounts set aside for replacement of:

General obligation debt.................... 238,060

Transportation debt..............cc..eeenee 44,515
Total net debt applicable to limit........... 12,280,624

Legal debt margin........................ $ 2,843,346
Year ended June 30,
2017 2016 2015 2014 2013 2012 2011 2010 2009 2008

Debt limit........coovuiniiiiiiiinn, $ 15,123,970 $ 15,021,257 $ 14,493,789 $ 13,918,130 $ 13,169,535 $ 12,388,337 $ 11,790,027 $ 11,410,017 $ 9,822,844 $ 9,780,943
Total net debt applicable to limit.......... 12,280,624 11,991,290 11,159,389 10,615,974 10,033,126 9,438,132 8,948,851 8,658,167 8,015,376 7,400,792
Legal debt margin........................... $ 2843346 $ 3,029,967 $ 3,334400 $ 3,302,156 $ 3,136,409 $ 2,950,205 $ 2,841,176 $ 2,751,850 $ 1,807,468 $ 2,380,151
Total net debt applicable to limit

as a percentage of debt limit.............. 81.20% 79.83% 76.99% 76.27% 76.18% 76.19% 75.90% 75.88% 81.60% 75.67%

Source: General Accounting Division, State Comptroller’s Office

(1) For general obligation bonds, the debt limit is based on separate enabling acts for particular objects or purposes that are enacted during each legislative session. There is no separately
mandated maximum amount for the issuance of general obligation bonds. For transportation bonds, the General Assembly each year establishes a maximum aggregate outstanding amount
that does not exceed $2,600,000,000 through June 30, 2009, and $4,500,000,000 thereafter.

(2) The 2016 session of the General Assembly established a maximum outstanding principal amount of $609,600,000 as of June 30, 2017, for all nontraditional debt of the Department.
Nontraditional debt outstanding is defined as any debt instrument that is not a Consolidated Transportation Bond or GARVEE bond. This debt includes certificates of participation,
debt backed by customer facility charges, passenger facility charges, or other revenues, and debt issued by the Maryland Economic Development Corporation or any other third party

on behalf of the Department.
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Schedule of Taxes Pledged to Consolidated Transportation Bonds and Net Revenues as
Defined for Purposes of Consolidated Transportation Bonds Coverage Tests
Last Ten Fiscal Years
(Expressed in Thousands)

Year ended June 30,
2017 2016 2015 2014 2013 2012 2011 2010 2009 2008
Revenues:
Taxes and fees:
Taxes pledged to bonds (1)(2)(4)(5).-evvueeennne. $ 1971,162 $ 1924937 ¢ 1,749800 $ 1,590,767 $ 1,382,135 ¢ 1,277,770 $ 1,300,022 $ 1,244,280 1,234,750 1,139,321
Other taxes and fees (3) ...oevvvvvneiniirneinnnnns 623,230 611,259 603,700 586,514 572,894 475,561 439,657 415,409 418,734 404,082
Total taxes and fees 2,594,392 2,536,196 2,353,500 2,177,281 1,955,029 1,753,331 1,739,679 1,659,689 1,653,484 1,543,403
Operating REVENUES ............ccovvvvniiniiiiinninns 441,420 436,571 414,290 409,952 407,187 402,056 390,547 388,587 392,772 395,003
Investment iNCOME. .............cccvevvnevneinnnnnnnn. 69,012 59,609 47,307 29,139 30,785 40,015 60,458 394 3,996 3,683
627 3,819 2,090 2,154 758 2,750 1,004 (3,600) (3,666) 4
Total TeVeNUE. .....uvvveeeeieiieeieieeieanes 3,105,451 3,036,195 2,817,187 2,618,526 2,393,759 2,198,152 2,191,688 2,045,070 2,046,586 1,942,093
Administration, operation and
maintenance expenditures. ...............c.ooeunenn. 1,948,196 1,917,471 1,859,524 1,842,785 1,638,407 1,572,181 1,547,339 1,582,578 1,526,965 1,488,310
Less: Federal funds..............c..cooeeiiieineinn... (94,498) (87,325) (89,843) (90,567) (72,397) (92,737) (90,733) (90,761) (93,729) (79,228)
TOtAl v 1,853,698 1,830,146 1,769,681 1,752,218 1,566,010 1,479,444 1,456,606 1,491,817 1,433,236 1,409,082
NEtTEVENUES. . ...uveireeieeieeeieineeieanennns $ 1,251,753 $ 1,206,049 $ 1,047,506 $ 866,308 $ 827,749 $ 718,708 $ 735,082 $ 553,253 613,350 533,011
Maximum annual principal and interest
TEQUITEMENTS. .. eeeeveeeieieeeiei e e eieeieenaas $ 331,345 % 305197 % 292,327 % 270,527 $ 237,394  $ 219,765 % 210,714 % 210,714 197,281 153,661
Ratio of net revenues to maximum annual
principal and interest requirements.................. 3.78 3.95 3.58 3.20 3.49 3.27 3.49 2.63 311 3.47
Ratio of taxes pledged to bonds to maximum
annual principal and interest requirements ....... 5.95 6.31 5.99 5.88 5.82 5.81 6.17 5.91 6.26 7.41

Source: The Maryland Department of Transportation, The Secretary's Office, Office of Finance.

(1) The State's sales tax and the Vehicle Excise Tax (Titling tax) was increased from 5% to 6%, effective January 1, 2008. In addition, effective July 1, 2008, the percentage of titling tax retained by the Department was increased

incrementally to fiscal year 2014 from 76% to 93.6%.
(2) The Department was allocated 6.5% of the State's sales tax effective July 1, 2008. The distribution was reduced to 5.3% in fiscal years 2010 and 2011 and ended July 1, 2011.
(3) The Transportation Trust Fund transferred $40,000,000 of the Department's share of Highway User Revenues to the Revenue Stabilization Account in fiscal year 2012.

(4) The allocation of the corporate income tax to the Department was changed from 24% to 17.2% in fiscal year 2012, 9.5% in fiscal year 2013, 19.5% through fiscal year 2016, and 17.2% in fiscal year 2017.

(5) The motor fuel tax rate was increased based on growth of the Consumer Price Index and applies a sales and use tax equivalent to the price of motor fuel beginning in fiscal year 2014.
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STATE OF MARYLAND
Ratio of Pledged Assets to
Revenue Bonds, Community Development Administration
Last Ten Fiscal Years
(Expressed in Thousands)

Ratio of

Pledged Revenue Bonds Pledged Assets to

Assets (1) Payable Revenue Bonds
2017 oo $ 2,607,201 $ 2,030,891 1.28
2016 .o 2,721,570 2,158,680 1.26
2015 . 2,847,756 2,307,890 1.23
2014 .o 3,015,137 2,507,082 1.20
2013 Lo 3,311,864 2,766,326 1.20
2012 oo 3,542,214 2,926,149 1.21
2011 oo 3,627,287 3,047,472 1.19
2010 coiiiii e 3,717,989 3,136,883 1.19
2009 ..iiii 3,517,631 2,983,490 1.18
2008 ..o 3,489,271 2,971,219 117

(1) Bonds and notes issued by the Community Development Administration (CDA) are special obligations of CDA and are payable solely from
the revenues of the applicable mortgage loan programs. Assets, principally mortgage loans, and program revenues are pledged as collateral
for the revenue bonds.
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STATE OF MARYLAND
Schedule of Demographic Statistics
Last Ten Years

Total Personal Per Capita
Income (2) Personal School Unemployment
Population (1)  (Expressed in Thousands) Income Enrollment (3) Rate (4)
2017 oo 6,016,447 $ 348,569,720 $ 57,936 1,009,762 42%
2016 ..o 6,007,289 337,174,077 56,127 1,010,035 43
2015 .o 5,976,407 329,559,646 55,143 1,001,193 5.2
20014 5,928,814 321,688,894 53,816 994,380 6.0
2013 oo 5,884,563 316,681,620 53,816 992,828 6.8
2012 5,828,289 295,235,516 50,656 961,486 6.8
2011 5,785,982 283,919,505 49,070 993,996 7.2
2020 .o 5,699,478 278,026,000 48,378 984,134 7.4
2009 ..o 5,633,597 272,542,169 48,378 975,861 5.9
2008 ... 5,618,899 264,367,477 47,050 1,024,803 37

Sources:

(1) U.S. Census Bureau, “Annual Estimates of the Resident Population: April 1, 2010 — July 1, 2016”, revised December, 2016.
Estimates for the calendar year except that the current year amount is a projected estimate for the year.

(2) U.S. Department of Commerce, Bureau of Economic Analysis. Data for all years based on revised statistics of state personal income released on
March 28, 2017. All estimates of state personal income are subject to BEA’s flexible annual revision schedule.

(3) Figures are as of September 30 of the prior calendar year from State Department of Education, grades pre-kindergarten through grade 12.
Includes public and nonpublic schools. Data for nonpublic schools is incomplete.

(4) Figures are for the fiscal year from State Department of Labor, Licensing and Regulation.
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STATE OF MARYLAND
Schedule of Employment by Sector
Prior Year and Nine Years Prior

Calendar Year 2016 (1) Calendar Year 2007 (2)
Total Average Total Average
Average Wages Weekly Average Wages Weekly
Annual (Expressed Wage Per Annual (Expressed Wage Per
Employment in Thousands) Worker Employment in Thousands) Worker

Government:
State and local.............cocoeuviieiinn.. 340,301 % 18,781,614 $ 1,061 336,513 $ 15,847,375 $ 906
Federal ........ccooovvviiiiiiiiiiiin 145,800 14,499,702 1,912 124,843 10,218,876 1,574
Total government ........................ 486,101 33,281,316 1,317 461,356 26,066,251 1,087
Manufacturing ..............cooeeeveniniininann... 103,592 7,645,826 1,419 131,699 7,939,947 1,159
Natural resources and mining .................. 6,431 262,281 784 6,556 227,297 667
COoNStruCtion .....evvvinieeiieiieeieeenen, 160,868 10,059,379 1,203 187,878 9,507,590 973
Trade, transportation, and utilities ............. 461,148 20,642,635 861 472,365 18,149,174 739
Information Services ..............coceeveuenenen. 37,695 3,284,169 1,675 50,646 3,278,342 1,245
Financial activities .............c.ccocoveininnnn. 139,872 12,410,137 1,706 154,556 10,776,967 1,341
Professional and business services ............ 442,057 33,077,498 1,439 396,733 24,014,991 1,164
Education and health services .................. 425,693 22,216,469 1,004 359,053 15,637,535 838
Leisure and hospitality........................... 272,346 6,108,001 431 234,278 4,344,384 357
Unclassified and other services ................. 90,685 3,655,719 775 92,030 2,914,507 609
Total of all sectors...........cc.evvennen. 2,626,488 $ 152,643,430 $ 1,118 2,547,150 $ 122,856,985 $ 928

(1) Source: DLLR Website - http://dllr.maryland.gov/Imi/femppay/md2016ep.shtml
(2) Source: DLLR Website - http://dllr.maryland.gov/Imi/femppay/md2007ep.shtml

| CQMPTROLLER
0f MARYLAND
Serving the People

COMPREHENSIVE ANNUAL FINANCIAL REPORT 173



STATE OF MARYLAND
Maryland’s Ten Largest Private Employers (1)

Calendar Years

Employer (Listed Alphabetically)

2017 (2)

2016 (2)

2015 (2)

Applied Physics Laboratory

Byk Gardner

Clean Harbors Inc.

Cristal USA

Johns Hopkins Hospital

Johns Hopkins University

Northrop Grumman Electronic Systems
Sap America Inc.

Sinai Hospital

University of Maryland Medical Center

Applied Physics Laboratory

Byk Gardner

Johns Hopkins University

Liberty Tax Service

Northrop Grumman Electronic Systems
Stephen James Associates

Sylvan Learning Center

University of Maryland Medical Center
Vitamin Shoppe

Werner Enterprises Inc.

BAE Systems Inc.

Exelon Corporation

Giant Food LLC

H & R Block Inc.

Johns Hopkins University
Lockheed Martin Corporation
McDonald’s Corporation
Northrop Grumman Corporation
Safeway Inc.

Walmart

2014, 2013, 2012 and 2011

2010 and 2009

2008

Giant Food LLC

Helix Health Systems Inc.

Home Depot Inc.

Johns Hopkins Hospital

Johns Hopkins University

Northrop Grumman Corporation
Safeway Inc.

Target

University of Maryland Medical System
Walmart

Adventist Healthcare

Giant Food LLC

Helix Health System Inc.

Johns Hopkins Hospital

Johns Hopkins University

Northrop Grumman Corporation
Safeway Inc.

Target

University of Maryland Medical System
Walmart

Giant Food LLC

Helix Health System Inc.

Home Depot Inc.

Johns Hopkins Hospital

Johns Hopkins University
Macy’s

Northrop Grumman Corporation
Safeway

United Parcel Service

Walmart

Source: Department of Labor, Licensing and Regulation; Office of Market Labor
Analysis and Information — Major Employer List — March 2017

(1) Information such as the number of employees or the employers’ percentage of total employment is not available for disclosure.

(2) Beginning in 2015, the source for the State’s largest employers is a private contractor rather than the agency’s in-house system.
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STATE OF MARYLAND

State Employees by Function/Program
Last Ten Fiscal Years

Year ended June 30,
2017 2016 2015 2014 2013 2012 2011 2010 2009 2008
State Employees:
Governmental activities:
General gOVEIrnNMent............c.cveveiiiinininiiiinanane.. 5,770 5,841 5,464 5,922 5,396 5,487 5,479 5,695 5,813 5,770
Health and mental hygiene ................coooveieininann. 9,878 10,187 9,629 10,416 9,743 9,929 9,459 10,103 10,880 11,441
Education ...........c.oeeuiiiiiiiiiiiiiiiniinnce 2,230 2,330 2,207 2,509 2,253 2,227 2,162 2,250 2,450 2,445
HUMAN FESOUICES ... ovueeeeiieieneteineteieieeeieieneanes 5,970 6,122 6,122 6,232 6,149 6,268 6,327 6,456 6,503 6,605
Public safety .........coooviiiiiiiiiii 14,010 19,769 14,963 15,449 15,443 15,625 15,547 15,759 16,311 15,791
Transportation .............eeueeueuneineieieineieieeennans 5,977 6,213 6,130 6,082 6,095 6,201 6,137 6,405 6,638 6,572
Judicial ...eeinii 6,321 6,277 6,024 6,158 5,937 5,905 5,935 5,854 6,109 5,982
Labor, licensing and regulation ..................cccceeneeen. 1,659 1,821 1,633 1,971 1,793 1,906 1,962 1,879 1,662 1,644
Natural resources and recreation ............................. 2,074 2,290 2,001 2,349 2,049 2,100 2,135 2,111 2,104 2,070
Housing and community development...................... 195 199 194 210 386 385 268 274 246 209
ENvironment ...........ooovuviiiiiniiniii e 881 904 901 915 931 927 958 1,000 960 913
AGICUltUre. ..o 447 439 424 472 446 436 450 482 482 511
COMMETCE. ...ttt 170 163 154 164 169 170 167 163 228 275
Total governmental activities employees................ 55,582 62,555 55,846 58,849 56,790 57,566 56,986 58,431 60,386 60,228
Business-type activities:
Economic development - insurance programs ............. 285 284 267 287 265 268 266 262 237 208
Maryland Lottery and Gaming Control Agency ........... 326 321 298 269 248 215 200 181 189 183
Maryland Transportation Authority ......................... 1,578 1,667 1,666 1,683 1,644 1,681 1,650 1,660 1,652 1,652
Maryland Correctional Enterprises ..................c....... 157 171 177 190 183 194 184 200 204 201
Total business-type employees ............c..coeeevenneen. 2,346 2,443 2,408 2,429 2,340 2,358 2,300 2,303 2,282 2,244
Total primary government employees .......................... 57,928 64,998 58,254 61,278 59,130 59,924 59,286 60,734 62,668 62,472
Component Units:
Higher Education ..............coooiiiiiiiiiiiiien, 47,671 45,597 44,875 45,332 41,676 39,005 39,259 39,411 38,985 37,988
Prepaid College Trust........cccvvviiiiiiiiniiiiiniiennnn. 30 25 15 18 17 14 15 17 16 16
Stadium Authority..........cooeviiiiiiiiniee 155 143 133 129 123 112 112 108 117 108
Other component UNits. ... .......c.oeuvueuvuvenenenenenenenen. 25 28 27 27 27 29 29 28 24 24
Total component units employees..........occoevueeuernnnn... 47,881 45,793 45,050 45,506 41,843 39,160 39,415 39,564 39,142 38,136
Source: Central Payroll Bureau, State Comptroller's Office
B oy
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STATE OF MARYLAND
Schedule of Miscellaneous, Operating and Capital Asset Statistics by Function
Last Ten Fiscal Years

Date of Ratification...........c.coveiiiiiiiiiiiiiii e 1788
Form of GOVEINMENL. ........cuiuiiinitiiiit e eeie e eeaaans Legislative — Executive — Judicial
Land AT€a ....ovivninitiii e 9844 square miles
Function/Program 2017 (1) 2016 2015 2014 2013 2012 2011 2010 2009 2008
Education, Public School Enrollment .................cooeviiiininiinan.. 886,221 879,601 874,514 827,999 823,452 821,106 817,610 814,609 815,742 823,732
Health and Human Resources:
Medicaid Enrollment............o..ovuviniiniiiiieieieiieieieieieeaene 1,098,887 1,081,526 1,138,532 1,079,849 841,812 810,593 764,500 676,187 569,964 532,082
Children’s Health Program Enrollment.................c..oooooiia.e. 146,031 136,980 122,955 114,648 111,132 103,011 98,000 97,998 105,617 108,504
WIC Food Program Recipients..............cc.oeviuiiniiniiiineiannn. 134,662 140,909 140,600 140,830 144,923 146,787 155,000 148,670 144,072 132,483
Behavioral Health Clients.................oooiiiiiiiiiniiiiinieeee 201,005 199,138 185,181 184,104 167,680 159,124 152,953 122,046 111,678 99,382
Public Assistance Caseload (AFDC/TANF).........ccociiiiiiniinian... 50,901 56,115 61,739 64,359 67,436 72,413 67,422 67,422 58,426 51,554
Foster Care and Subsidized Adoption Average Caseload................ 12,977 13,410 13,477 15,090 15,386 14,230 15,297 15,093 14,235 14,839
Public Safety:
Correctional Institutions Average Daily Population...................... 23,115 23,093 23,951 24,237 24,686 25,450 21,159 20,891 22,778 22,943
Parole and Probation, Active Cases under Supervision.................. 40,402 42,368 50,968 49,734 52,187 50,982 55,200 54,939 54,484 48,600
Youth Residential Programs, Average Daily Population................ 782 852 998 1,209 1,201 1,304 1,468 1,406 1,519 1,625
Average Monthly number of Youths on Probation ...................... 2,296 2,446 2,761 2,630 2,983 3,375 5,015 5,015 6,760 6,610
Public Safety (State Police):
Number of Police Stations .................ccoeiiiiiiiiini s 23 23 26 26 25 25 25 25 26 26
Number of State POliCe. .........cvuiiiiiiiiiiieie e 1,452 1,456 1,443 1,570 1,562 1,563 1,565 1,565 1,567 1,590
Motor Vehicle citations (calendar year) ..............cccooeeeeiiiiinnen... 330,153 355,061 363,134 370,767 384,500 336,094 348,459 381,915 390,100 446,505
Motor Vehicle — Number of Collisions (calendar year) (7) ............ 23,779 19,907 98,400 96,200 88,700 89,285 102,000 90,517 98,352 100,700
Judicial, Total FINES .......uvvviiiiieie e NA 1,931,138 1,946,586 1,987,309 2,050,561 2,056,603 2,105,728 2,155,864 2,208,268 2,363,183
Transportation:
Miles of State Highway............cocoviiiiiiiiiiiii 5,270 5,274 5,271 5,273 5,264 5,266 5,254 5,244 5,240 5,242
Lane Miles Maintained. ............cooouuviiiiiiiininiiieeean 17,143 17,132 17,117 17,063 17,050 17,042 16,988 16,961 16,895 16,857
Expenditures per Lane Mile............ccooooiiiiiiiiiiiiin, $9,373 $9,199 $8,430 $8,261 $ 8,655 $8,618 $8,171 $7,572 $8,913 $ 8,764
Number 0f Bridges (2) «...vvuiviiieiieieieie e 1,484 1,483 1,499 1,496 1,434 1,182 1,183 1,180 1,180 1,176
Motor Vehicle Registrations. ...........ouueueuiinineuniiieiieieieneene. 5.0 million 5 million 4.9 million 4.9 million 4.8 million 4.9 million 5.0 million 4.8 million 4.6 million 4.8 million
BWI Airport Passengers (calendar year) ..............c.coeeveninienennn. 25.7 million 24.7 million 22.8 million 22.7 million 22.2 million 22.8 million 22.5 million 21.7 million 19.6 million 20.4 million
Acres Agricultural Land Preserved — all programs. ....................... 635,710 614,173 609,661 587,757 574,838 572,680 563,482 554,285 534,906 482,236
Department of Housing and Community Development:
Active Single Family/Multifamily Bond Financed Loans (4) ......... 11,525 12,646 13,734 14,919 15,426 16,796 16,456 16,405 16,906 16,648
Department of Commerce:
Number of businesses assisted (3) .....oeueueeiiniriiniiiiiiiiiiieans 4 7 9 9 13 17 24 50 428
Number of workers trained (3)..........ccoveririiiiiiiiiiiiea, 126 142 161 79 262 637 547 1,007 2,710
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Higher Education (Universities, Colleges and Community Colleges):

Number of Campusesin State ............coooeviiiiiiiiiiiieeeean. 29 29 29 29 29 29 29 29 29 29
Number of EQUCAOrS (5)......uvvuieniineiiieiie e 8,387 8,355 8,391 8,298 8,271 9,892 9,671 9,421 9,190 9,224
Number of Students ..........c.oeeuiieiiniie e 287,831 291,797 288,720 296,805 302,115 298,273 286,106 280,196 269,287 263,636
Number of State Scholarships Awarded (6) ............cccveverieiiinin. 32,203 35,859 40,061 43,318 45,212 40,485 65,544 52,965 58,935 58,552
Recreation:
Number of State Parks and Forests .................ccoeveviiniiininnn. 60 60 60 66 66 66 65 65 64 61
State Parks Daily ViSitors...........ouviuiuiiiiiiiiiiiiiieeieeieeane 14.0 million 12.9 million 11.3 million 10.3 million 11.2 million 11.8 million 10.5 million 10.1 million 10.7million 11.3 million
Area of State Parks, ACIES.........ovuuiiuniiiiiieiiieii e 94,762 95,314 95,196 97,414 96,130 95,199 95,196 94,729 94,520 93,972
Area of State FOrests, ACTeS. . ... ceuueiuniiieiiieiineiiieieeieeieeanne 147,810 147,521 145,761 145,200 143,430 142,979 142,058 141,789 141,434 140,433

Sources: State Comptroller’s Office, General Accounting Division, Central Payroll Bureau, www.mdarchives.state.md.us/msa/mdmanual,
Maryland Budget, Department of Budget and Management, Department of Natural Resources, and the State Highway Administration of Maryland.

(1) These amounts are estimates.

(2) Maryland’s portion of the National Highway System was recently expanded beginning in 2013 due to Federal Highway Legislation.

(3) Restructuring of training programs in 2009 has led to reduced funding for the Partnership for Workforce Quality Program (PWQ).

(4) CDA relies completely on the reporting of two different Master Servicers on the underlying loans that comprise the Mortgage-backed securities held by CDA at fiscal year end.
(5) Large reduction of faculty count is due to exclusion of faculty at Clinical Medicine at UMB, faculty at extension services, and continuing education faculty beginning in 2013.
(6) Legislative scholarships are not included due to a change in awarding practices begun in FY 2012.

(7) Crashes investigated by Maryland State Police; prior to 2016 totals include allied agencies.
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Financial Schedules Required By Law

These schedules are required to be submitted by the Comptroller by Title 2, Section 102 of the
State Finance and Procurement Article of the Annotated Code of Maryland
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Schedule of Estimated and Actual Revenues By Source, Budgetary Basis, for the Year Ended June 30, 2017

STATE OF MARYLAND

(Expressed in Thousands)

Annual Budgeted Funds

Higher Education Funds Capital
Current Current Projects
General Fund Special Fund Federal Fund Unrestricted Fund Restricted Fund Fund Total
Estimated Actual Estimated Actual Estimated Actual Estimated Actual Estimated Actual Actual Actual
Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues Revenues  Revenues Revenues  Revenues
Taxes:
Property taX.......ocvuevnerernennineinannns $ 62,771 $ 64,077 $ 920524 $ 988,635 $ 1,052,712
Franchise and corporation tax ............ 140,027 138,251 138,251
Death taxes ........oovvivieeeiiniiiiinns 198,502 227,947 227,947
Admission and amusement tax ............ 3,554 14,586 14,586
Alcohol beverages taX ................oeuens 31,426 32,057 94 32,151
Motor vehicle fuel taxes ................... 898,442 1,078,313 1,078,313
INCOME tAXES....uevveeiveeiiiiieiiennnens 10,134,354 9,862,303 304,629 209,317 10,071,620
Sales and use taxes . 4,601,449 4,539,320 70,000 70,217 4,609,537
Tobacco taxes ............ 394,692 386,965 386,965
Motor vehicle titling taxes. 880,000 886,010 886,010
Insurance company taxes .................. 308,658 360,861 150,000 155,672 516,533
Horse racing taxes.............cooeeeeunennes 1,500 1,182 1,182
Shellfish taxes ...........c..ccoeeveiienennie. 271 271
Boxing, wrestling or sparring taxes ...... 336 336
Boat titling tax..........oveneiieneninnns 10,752 19,321 19,321
Energy generation tax ....................... 70,000 49,026 49,026
Emergency telephone system tax.......... 55 80,000 57,689 57,744
Total taXeS. . .evuvvneeineeiieeiieeiinnnn. 15,871,879 15,612,172 3,389,401 3,530,333 19,142,505
Other:

Licenses and permits 48,807 45,014 616,127 645,785 690,799
Fees for services ... 163,174 142,122 921,448 900,678 1,042,800
Fines and COStS .......o.vvvvniiiniiineinnn.. 138,410 157,354 245,937 222,813 380,167
Sales to the public...........cccooeveiiinn.. 35,784 8,208 726,062 100,841 109,049
Commissions and royalties.................. 135 1 98,407 82,952 82,953
Rentals .....oovvviiiiiiiiieiee 139 2,333 117,392 109,775 112,108
Interest on investments ...................... 20,000 39,388 4,341 16,029 $ 338 $ 41 55,796
Interest on loan repayments ................ 300 860 860
Miscellaneous................ 84,909 113,130 255,517 221,342 334,472
Colleges and universities .......... $ 2978828 $ 3013976 $ 1,379,323 $ 1,292,765 4,306,741
Federal reimbursements and grants . $ 12,953,205 11,767,519 11,767,519
Other reimbursements ....................... 99,020 54,636 1,198,239 1,169,433 1,224,069

Bond issues:
State — general purpose .................... 1,000 7,580 679,498 687,078
Consolidated transportation bonds...... 900,000 650,000 650,000
Premiums.........ccooviiiiiiiiiiee 154,048 167,920 167,920
State reimbursements........................ 529,295 588,984 333,157 284,108 12,516 885,608
Appropriated from other funds 1,492,383 1,492,383 1,492,383
Trust funds..........ccoccveenns 3,285 501 501
Revolving accounts 8,656 10,449 11,055 10,702 21,151

Total revenues .............c..ccoceueenee.

$ $17,000208 $ $16,773,791 $ 8,975,716 $

8,121,652 $ 12,953,205 $ 11,767,857 $ 4,471,211 $ 4506359 $ 1,379,323 $ 1,292,765 $

692,055 $ 43,154,479
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STATE OF MARYLAND

Schedule of Budget and Actual Expenditures and Encumbrances By Major Function, Budgetary Basis

For the Year Ended June 30, 2017
(Expressed in Thousands)

Annual Budgeted Funds

Higher Education Funds

Current Current Capital
General Fund Special Fund Federal Fund Unrestricted Fund Restricted Fund Projects

Expenditures and Encumbrances Final Final Final Final Final Fund Total
by Major Function* Budget Actual Budget Actual Budget Actual Budget Actual Budget Actual Actual Actual
Payments of revenue to civil divisions

of the State ... .08 180,150 179,150 $ 179,150
Public debt .......cooviiiiiiiii $ 919,800 $ 919,800 $ 11539 §$ 11,533 931,333
Legislative.........ueuiueiiiiiiiiiiieceeeae 89,156 89,155 89,155
Judicial review and legal .....................oconee 612,083 609,958 122,656 111,390 5,915 4,762 726,110
Executive and administrative control .............. 234,183 229,276 280,460 245,359 277,993 248,388 723,023
Financial and revenue administratio .............. 231,691 224,775 140,967 129,533 354,308
Budget and management ............................ 83,979 82,763 44,468 25,947 659 36 108,746
Retirement and pension ...............c..cccoevenennn. 22,172 21,853 21,853
General Services ...........ooeiiiiiiiiiiiiieeeennn, 70,444 69,854 6,620 4,148 1,310 661 74,663
Transportation and highways ....................... 4,075,249 4,016,853 1,203,839 952,685 4,969,538
Natural resources and recreation.................... 60,339 59,943 243,896 227,141 41,581 32,253 319,337
Agriculture. ........oovviiiii 30,003 29,905 56,957 36,897 4,979 3,775 70,577
Health, hospitals and mental hygiene ............. 4,435,390 4,390,610 1,417,910 1,298,485 7,799,363 7,491,198 13,180,293
HUman resources. ..........ovuuvuiuneenineinainannns 648,932 648,832 113,618 105,199 1,819,742 1,664,211 2,418,242
Labor, licensing and regulation .................... 45,468 43,910 173,180 137,040 196,360 166,319 347,269
Public safety and correctional services ........... 1,243,040 1,229,941 141,116 128,896 33,310 28,635 1,387,472
Public education............cc..c.eenens 8,060,390 8,044,991 617,180 609,671 1,179,666 1,055,858 $ 4471211 $ 4417854 $ 1,379,323 $ 1,293,168 15,421,542
Housing and community development............ 57,995 57,519 127,622 117,247 273,746 267,977 442,743
COMIMETCE. ... evteeeieiieii et 89,463 88,977 55,471 54,071 10,319 9,583 152,631
Maryland technology development corporation 19,467 19,467 7,345 7,345 26,812
ENVIFONMENt. ......uiviiiiiin e 40,504 29,885 299,249 292,848 78,125 74,211 396,944
Juvenile ServiCes ........vvueiueiniiniiniiiiiaiieinnns 272,372 269,985 3,864 3,814 5,057 4,965 278,764
State POLiCe. ....uvneeneieie e 284,002 283,701 105,923 96,634 9,702 4,225 384,560
State reserve fund .. 240,336 160,377 160,377
L0an aCCOUNTES. . ...ovuiviiiiiieieiiiieieeaeeiaans 259,395 259,395 $ 1,103,925 1,363,320
Reversions:

Current year reVersions.............oeevevuevnennss (30,000)

Prior year reversions...............ooeeviiiiinnn. (43,471) (39,116) (107,565) (181) (144) (190,477)

Total expenditures and encumbrances ........ $ 17,258,782 $ 17,058,898 $ 8,975,723 % 8,551,055 $ 12,953,205 $ 11,913,710 $ 4471211 $ 4417673 $ 1379323 $ 1,293,024 $ 1103925 $ 44,338,285

*Appropriation and expenditure differences between this statement and the “Statement of Revenues, Expenditures and Encumbrances and Changes in Fund Balances — Budget and Actual — Budgetary General, Special, and
Federal Funds” included in the RS Section, result from differences in the classification of prior year encumbrances and expenditures.
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STATE OF MARYLAND

Schedule of Changes in Fund Equities — Budgetary Basis
For the Year Ended June 30, 2017

(Expressed in Thousands)

Higher Education Funds

General Fund Special Fund Current Current Capital
State Debt Federal Unrestricted Restricted Projects
General Reserve Special Service Fund Fund Fund Fund Total
Fund equities, June 30,2016.............ccoevveineinnnn... $ 519,207 $ 871,306 $ 1,791,309 $ 228,172 3 1,107,440 $ 6,102 $ 561,923 $ 5,085,459
Increase:
REVENUES. .. ..ieieiieiie e 16,598,689 175,102 7,253,714 867,938 $ 11,767,857 4,506,359 1,292,765 692,055 43,154,479
Decrease:
APPrOPTiAtiONS. .. v'vveviniteiiieteieeaeaereienanans 17,288,782 8,055,923 919,800 12,953,205 4,471,211 1,379,323 1,103,925
Less: Current year reVersions.................c.c.euen.. (186,413) (385,551) Q) (931,930) (53,357) (86,155)
Prior year reVersions. ...........ooeeueueuneneneenenannans (43,471) (39,116) (107,565) (181) (144)
Expenditures and encumbrances® ....................... 17,058,898 7,631,256 919,799 11,913,710 4,417,673 1,293,024 1,103,925 44,338,285
Changes to encumbrances during fiscal year 2017 ...... (28,887) 19,243 12,634 (123) 70 2,937
EXpenditures. ... ...ocuiveininiriiieiiiieii e 17,030,011 7,650,499 919,799 11,926,344 4,417,550 1,293,094 1,103,925 44,341,222
Transfers in (OUL).......o.vvvereininiiiereieeieeeieinaans 334,256 (184,952) 467,239 6,406 158,487 (31,692) 39 73,785 823,568
Fund equities, June 30, 2017..........cooviiviiniinaininnn, $ 422,141 $ 861,456 $ 1,861,763 $ 182,717 $ 1,164,557 $ 5812 $ 223,838 $ 4,722,284
Fund Balance:
Reserved:
ENCUMDBIANCES .. v v, $ 163,591 $ 724,444 $ 331,345 $ 963 $ 263 $ 563,388 $ 1,783,994
State reserve fund............ooeeiiiiiiniieiiiin, $ 861,456 861,456
Loans and notes receivable $ 1,398 1,398
Shore erosion loan program ..............cccceevevenenn. 7,231 7,231
Gain/Loss on Investments.................c.coeeenennnn. 509 509
Unreserved:
Designated for:
General long-term debt service........................ 181,319 181,319
2018 OPErationS. ... ...eevueneneniieiiieeneeneaeaeeenen 93,350 93,350
Undesignated surplus (deficit)................coeeennen. 165,200 1,129,579 (331,345) 1,163,594 5,549 (339,550) 1,793,027
TOtAL. .ot $ 422,141 $ 861,456 $ 1,861,763 $ 182,717 $ -3 1,164,557 $ 5812 $ 223,838 $ 4,722,284

*Appropriations and expenditure differences between this statement and the “Statement of Revenues, Expenditures and Encumbrances and Changes in Fund Balances — Budget
and Actual — Budgetary General, Special, and Federal Funds™ included in the RSI Section, result from differences in the classification of prior year encumbrances and expenditures.
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STATE OF MARYLAND
Schedule of Funds Transferred to Political Subdivisions
For the Year Ended June 30, 2017 (1)
(Expressed in Thousands)

State Sources Other Sources
State Assessed Amount Per
Direct Grants Administered Value of Real $100 of
Shared and Debt Federal Local and Personal Assessed
Subdivision Revenues Appropriations Service Total Funds Revenue Total Property (2) Value
Allegany...........coeevvinieinnnn. $ 470 % 121,797  $ 20,953 % 143220 $ 19,226 $ 29,646 $ 192,092 $ 3,886,330 $ 4.94
Anne Arundel....................... 2,905 506,204 43,560 552,670 78,140 519,354 1,150,164 86,295,531 1.33
Baltimore County................. 4,119 887,403 42,136 933,658 149,600 700,132 1,783,390 84,229,143 2.12
Calvert.......o.oovviiiiiiiiin, 632 107,526 10,203 118,362 14,279 85,945 218,586 12,683,416 1.72
Caroline..........ocoevveeevevnnnnnenn, 392 66,465 36 66,893 13,279 13,206 93,377 2,598,896 3.59
Carroll......c.ooiiiiiiiiiee 1,115 183,593 5,204 189,911 23,384 149,036 362,332 19,493,125 1.86
Cecil..iviiiiiiiiiii i 643 143,657 3,506 147,806 22,190 60,610 230,606 9,905,219 2.33
Charles.........coooeviviiiiiiiinen 959 225,934 14,692 241,584 29,729 118,839 390,153 17,385,010 2.24
Dorchester............cceviveeenn... 444 56,884 4,267 61,595 14,488 14,209 90,292 2,886,652 3.13
Frederick..........cooovviiiinnii 1,347 301,340 19,028 321,716 33,123 202,806 557,645 29,016,052 1.92
Garrett.......oooeveeeiieieieeeeen 527 39,280 186 39,993 9,683 14,684 64,359 4,545,741 1.42
Harford...........o.ooviiiiin, 1,379 291,749 10,742 303,870 48,148 223,478 575,496 28,367,723 2.03
Howard.........cocoeiviiiiiinn 1,586 337,634 54,471 393,691 33,372 437,485 864,549 50,567,531 1.71
Kent...o.oovvvvviiiiiinainnnn. e 225 20,218 20,442 6,083 13,936 40,461 2,943,248 1.37
Montgomery 3,694 974,750 40,793 1,019,237 146,492 1,465,888 2,631,617 188,392,370 1.40
Prince George’s...........oeevuvnnnnn. 2,983 1,311,664 29,841 1,344,488 193,731 586,236 2,124,454 88,917,280 2.39
Queen ANNE’s........ocvevninennnnnn.. 524 100,922 517 101,963 9,742 53,788 165,494 7,971,777 2.08
St. Mary’s....oeueveveinineiiieieinnns 782 130,414 230 131,425 21,154 93,011 245,591 12,396,656 1.98
SOMErSEt. . ...oveveieiieieeeieenenn, 280 44,779 341 45,400 12,503 7,615 65,518 1,420,605 4,61
Talbot ..o, 322 23,685 9 24,016 8,460 27,946 60,423 8,418,963 0.72
Washington.................oocnnen. 873 225,805 5,144 231,822 37,007 82,866 351,695 12,820,683 2.74
WiCOMICO....uivivniniiiiiiiieininens 647 187,353 8,312 196,312 30,154 50,675 277,140 6,258,662 4.43
WOrcester. ....ovvvveinieeiainaennnnn. 512 37,091 37,604 14,070 30,966 82,640 15,444,912 0.54
Baltimore City..............cceunnne. 124,640 1,242,597 70,970 1,438,207 295,405 363,904 2,097,516 39,554,104 5.30
Total....oooviieiiiiiiiieen, $ 151,999 $ 7,568,746 $ 385,138 % 8,105,884 $ 1,263,443  $ 5,346,260 $ 14,715588 $ 736,399,629

(1) Inaddition to the amounts shown for counties and Baltimore City, $167,201,000 was distributed to municipalities within the counties.
(2) Source: Seventy-Third Report of the Department of Assessments and Taxation, dated January 2017. Assessed value of property is 100%
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STATE OF MARYLAND

Schedule of Taxes Receivable from
Collectors of State Property Taxes

June 30, 2017
(Expressed in Thousands)

Taxes Receivable

Political Subdivision Current Year Prior Years Total
Allegany..........oooeuiuiiiiiiiians $ 364 $ 165 $ 529
Anne Arundel.............o.ooeiii 874 284 1,158
Baltimore County............coceeievnnnn... 392 242 634
CalVert.......ooiiiiiiii e 326 64 390
Caroling...........cooiviiiiiiiiieien 33 15 48
Carroll......oeviii 127 19 146
CeCilenniiii 92 18 110
Charles......ccovviiiiiiiiiiii 71 140 211
Dorchester..........ooovviiiiiiiiiiiiiinn.. 202 92 294
Frederick..........cooooviiiiiiiii, 30 148 178
GaITeM. ... 129 11 140
Harford...........ooooiiiiii, 148 19 167
Howard.........ooooviiiiiiiiiiin 215 922 1,137
Kent...ooooviiiiiiiii 173 48 221
MONtZOMETY....ueueeeinieeeiiieieieeeaananane 167 26 193
Prince GEOrge's. ... .ovvvueueueniniiiinane 138 578 716
Queen Anne's............ccoeviiiiiiiiiiiiin.. 17 30 47
St. Mary's.....oeveveiiii e 238 83 321
SOMETSEL....vveieieiiiiiiiiiiieeeeae 160 286 446
Talbot. ... 5 7 12
Washington............ooevvviiiiiiiinnnnann, 15 1 16
WICOMICO. ... eeeeeiieiieiiiieeeaes 92 111 203
WOICESLET. ..o 485 81 566
Baltimore City........ccoeovuininiiiiiiiiinan, 1,431 9,676 11,107
Total...oeoiii $ 5,924 $ 13,066 $ 18,990
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STATE OF MARYLAND
Schedule of Estimated Revenues - Budgetary Basis
For the Year Ending June 30, 2018
(Expressed in Thousands)

Current Current
General Special Federal Unrestricted Restricted
Fund Fund Fund Fund Fund Total

INCOME TAXES ..vvvveiiieiiieiieieeieeieeiaens $ 10,223,292 $ 214,590 $ 10,437,882
Retail sales and use tax and licenses.............. 4,727,127 83,214 4,810,341
Motor vehicle fuel taxes and licenses............. 1,055,293 1,055,293
Motor vehicle tax and licenses..................... 1,282,600 1,282,600
Property taxes. ........ocoeeveiiiiiiiiiieea 46,028 979,167 (1) 1,025,195
Insurance company taxes, licenses and fees .... 304,066 304,066
Franchise and corporation taxes .................. 242,215 242,215
State tobacco tax and licenses..................... 392,214 392,214
Alcoholic beverages taxes and licenses.......... 34,823 34,823
Death taxXes. ......vvvveiieiiiiiiiieeeeea 184,512 184,512
Miscellaneous taxes, fees and other revenues... 170,313 177,053 (1) $ 11,539 (1) 358,905
Budgeted tobacco settlement recoveries ....... 170,408 170,408
Horse racing taxes and licenses.................. 4,034 4,034
District courts fines and costs ................... 70,240 70,240
Interest on investments ...................ooeuell 35,000 2,000 37,000
Hospital patient recoveries........................ 58,295 58,295
Legislative.......oooooiiiiiiinniiiiiieae, 36 36
Judicial review and legal .......................... 70,773 125,645 4,160 200,578
Executive and administrative control 8,000 255,232 258,284 521,516
Financial and revenue administration ......... 15,418 54,847 70,265
Budget and management ........................ 3,706 16,500 6 20,212
Maryland lottery and gaming control ......... 504,708 602,768 1,107,476
Information technology development .......... 11,086 11,086
Retirement and pension........................... 24,587 24,587
General ServiCes........couvvvevvininiiiiiiennannn. 3,952 1,334 5,286
Transportation and highways..................... 1,509,098 1,119,359 2,628,457
Natural resources and recreation ................ 133 87,794 34,809 122,736
Agriculture .........coveiiiiiiii 104 32,532 3,600 36,236
Health, hospitals and mental hygiene............ 43,449 1,224,641 7,866,499 9,134,589
Human resources ..........c.coveevnnnn. 1,278 110,364 1,827,186 1,938,828
Labor, licensing and regulatio 11,520 223,416 178,658 413,594
Public safety and correctional services.......... 10,757 138,353 30,386 179,496
Public education.............c..coeeveuninninninnen. 5,477 67,122 1,257,856 $ 4,513,744  $ 1,377,604 7,221,803
Housing and community development .......... 370 110,209 295,840 406,419
COMIMETCE. .. ettt 412 37,614 1,661 39,687
Maryland technology development corporation ... 7,348 7,348
Environment ..o 724 286,112 74,199 361,035
Juvenile Services .........coveviiiiiiiiiin, 1 3,239 4,821 8,061
State police ..o 4,011 99,512 6,927 110,450

Total estimated revenues (2).................. $ 17,169,002 $ 9,000,330 $ 12,977,124  $ 4513744 $ 1,377,604 $ 45,037,804

(1) Includes $987,406,000 recorded in the Debt Service Fund for accounting purposes.
(2) Amounts are reported as of July 1, 2017, and do not reflect revisions, if any, subsequent to that date.
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STATE OF MARYLAND
Schedule of General, Special, Federal, Current Unrestricted
and Current Restricted Fund Appropriations - Budgetary Basis
For the Year Ending June 30, 2018
(Expressed in Thousands)

Current Current
General Special Federal Unrestricted Restricted
Fund Fund Fund Fund Fund Total

Payments of revenue to civil divisions of

the State.......oviveriiiiieiieeieeeeeaaas $ 166,484 $ 1,041 $ 167,525
Publicdebt ..........coooiiiii 259,649 975,867 (1) $ 11,539 1,247,055
Legislative ........covviviiiniiii 90,285 90,285
Judicial review and legal ........................... 615,347 127,175 4,160 746,682
Executive and administrative control ............ 239,116 258,268 258,284 755,668
Financial and revenue administration ............ 235,773 135,500 371,273
Budget and management ........................... 80,446 27,585 6 108,037
Retirement and pension .....................c.e.... 24,587 24,587
General SErVICES.......ovviniiiiii it 67,373 3,951 1,334 72,658
Transportation and highways...................... 4,032,460 1,119,359 5,151,819
Natural resources and recreation .................. 61,004 286,978 34,809 382,791
AGriculture .......oooeeiiiii 32,276 68,689 3,600 104,565
Health, hospitals and mental hygiene ............ 4,647,994 1,375,966 7,866,499 13,890,459
Human resources ..........oooevvvinininiiinennnnnns 631,119 110,364 1,827,186 2,568,669
Labor, licensing and regulation ................... 47,943 225,974 178,658 452,575
Public safety and correctional services .......... 1,227,655 138,353 30,386 1,396,394
Public education ................ccoooeiiiiiil, 8,135,648 663,538 1,257,856 $ 4,513,744 $ 1,377,604 15,948,390
Housing and community development ........... 6,505 110,209 295,840 412,554
COMMETCE ...t 84,636 37,614 1,661 123,911
Maryland technology development corporation 19,474 7,348 26,822
Environment .........oooooviiiiiiiiiii 29,953 286,112 74,199 390,264
Juvenile Justice .........oevviiiiiiiii 272,907 3,239 4,821 280,967
State POlICE ..uvviveiieiieiieeiee e 278,731 99,512 6,927 385,170
State reserve fund ... 10,000 10,000

Total appropriations (2) ...................... $ 17,240,318 $ 9,000,330 $ 12,977,124 $ 4,513,744 $ 1,377,604 $ 45,109,120

(1) Recorded in the Debt Service Fund for accounting purposes.
(2) Amounts are reported as of July 1, 2017, and do not reflect revisions, if any, subsequent to that date.
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