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Dated: Day of Delivery Due: April 1, as shown below

The Series 2003 Bonds (the “Series 2003 Bonds”) are to be issued pursuant to an Indenture of Trust dated as of March 1, 1993, as supplemented by a First
Supplemental Indenture of Trust dated as of April 3, 2003 (the “Indenture”), between the Northeast Maryland Waste Disposal Authority (the “Authority”) and The
Bank of New York, as Trustee (the “Trustee”). The Series 2003 Bonds are issuable as fully registered bonds without coupons. The Series 2003 Bonds will bear
interest at the rate or rates of interest per annum as set forth below, and mature on April 1 in each of the years and amounts as set forth below. Interest on the Series
2003 Bonds is payable each October 1 and April 1, commencing October 1, 2003.

The Series 2003 Bonds are available only in book-entry form through The Depository Trust Company (“DTC”) as Securities Depository. Payment of
principal of, redemption price, if any, and interest on, the Series 2003 Bonds will be payable to DTC. DTC is required to remit such payments to Participants, who are
required in turn to remit such payments to Beneficial Owners of the Series 2003 Bonds. See “Description of the Series 2003 Bonds.” Purchasers of Series 2003
Bonds will not receive certificates representing their ownership interest in the Series 2003 Bonds. If the Authority discontinues maintenance of the Series 2003

Bonds under a book-entry system, the Authority will issue bond certificates directly to Beneficial Owners of the Series 2003 Bonds pursuant to the terms of the
Indenture.

The Series 2003 Bonds are subject to optional and extraordinary redemption prior to maturity as described under “Description of the Series 2003 Bonds.”

The proceeds of the Series 2003 Bonds will be used to refund certain maturities of the Authority’s Solid Waste Revenue Bonds (Montgomery County
Resource Recovery Project), Series 1993 A, which were issued to finance the costs of design and construction of a mass-burn, resource recovery facility located in

Dickerson, Maryland (the “Resource Recovery Facility”) and the related transportation system and to make improvements to a transfer station and certain other County
Disposal System facilities.

The scheduled payment of principal and interest on the Series 2003 Bonds when due will be guaranteed under a financial guaranty insurance policy to be
issued concurrently with the delivery of the Series 2003 Bonds by Ambac Assurance Corporation. See “Bond Insurance Policy.”

Ambac

Under the Indenture, the Authority has pledged payments made by Montgomery County, Maryland to the Authority from its Solid Waste Disposal Fund for
solid waste disposal services provided by the Authority pursuant to the Waste Disposal Agreement and payments made for electricity generated and electrical
generating capacity made available by the Resource Recovery Facility. The Series 2003 Bonds are limited obligations of the Authority payable solely from and
secured by the Project Revenues and other amounts pledged therefor under the Indenture. Neither the faith and credit nor the taxing power of the State
of Maryland, or of any political subdivision thereof, including Montgomery County, Maryland, or of the Authority is pledged to the payment of the
principal of, redemption premium, if any, or the interest on, the Series 2003 Bonds. The Authority has no taxing power. See “Security and Sources of
Payment for the Bonds.”

$184,450,000 Serial Bonds

Year of Principal Interest Year of Principal Interest
Maturity Amount Rate Yield Price Maturity Amount Rate Yield Price
2009 $13,370,000 5.250% 3.560% 109.050 2013 $ 20,045,000 5.500% 4.360% 109.156
2010 18,055,000 5.500 3.860 109.969 2014 23,200,000 5.500 4.450 108.396
2011 18,885,000 5.500 4.110 109.389 2015 16,075,000 5.500 4510 107.894
2012 20,420,000 5.500 4250 109.262 2016 54,400,000 5.500 4.570 107.394

The Series 2003 Bonds are offered subject to prior sale when, as and if issued by the Authority and accepted by the Underwriters, subject to the approval of Piper
Rudnick LLP, Baltimore, Maryland, Bond Counsel, who will also pass on certain legal matters for the Authority. Certain legal matters will be passed upon for
Montgomery County by Venable, Baetjer and Howard, LLP, Baltimore, Maryland, and for the Underwriters by Ballard Spahr Andrews & Ingersoll, LLP,
Philadelphia, Pennsylvania, and Baltimore, Maryland. It is expected that the Series 2003 Bonds will be available for delivery in New York, New York, on or about
April 3, 2003.
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LEGG MASON WOOD WALKER BEAR, STEARNS & CO. INC. FERRIS, BAKER WATTS
INCORPORATED Incorporated



CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN TRANSACTIONS THAT
STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE PRICE OF THE SERIES 2003 BONDS.

The Underwriters have reviewed the information in this Official Statement in accordance with, and as part of,
their responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this
transaction, but the Underwriters do not guarantee the accuracy or completeness of such information. The information
set forth in this Official Statement is not to be construed as a representation either by the Underwriters, or, as to
information from sources other than the Authority, by the Authority, or as to information from other sources other than
the County, by the County.

This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy nor shall there
be any sale of the Series 2003 Bonds by any person in any jurisdiction in which it is unlawful for such person to make
such offer, solicitation or sale. No dealer, broker, salesman or other person has been authorized by the Authority, the
County, or the Underwriters to give any information or to make any representations with respect to the Series 2003
Bonds other than those contained in this Official Statement, and if given or made, such other information or
representations must not be relied upon as having been authorized by any of the foregoing. The information and
expressions of opinion in this Official Statement are subject to change without notice and neither the delivery of this
Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has
been no change in the affairs of the parties referred to above since the date hereof.

The Series 2003 Bonds have not been registered under the Securities Act of 1933 and the Indenture has not
been qualified under the Trust Indenture Act of 1939, in reliance upon exemptions contained in such acts. The
registration or qualification of the Series 2003 Bonds in accordance with applicable provisions of securities laws of the
states in which the Series 2003 Bonds have been registered or qualified and the exemption from registration or
qualification in the other states cannot be regarded as a recommendation thereof. Neither these states nor any of their
agencies have passed upon the merits of the Series 2003 Bonds or the accuracy or completeness of this Official
Statement. Any representation to the contrary may be a criminal offense.

This Official Statement is not to be construed as a contract or agreement between the Authority and the
purchasers or holders of any Series 2003 Bonds.
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SUMMARY OF OFFICIAL STATEMENT

This Summary is provided for the convenience of the reader and does not purport to be complete. Potential investors
should read the entire Official Statement before considering an investment in the Series 2003 Bonds. Capitalized
terms used in this Official Statement are defined in Appendix A, Summary of Certain Definitions.

The Offering $184,450,000 aggregate principal amount of Solid Waste Refunding Revenue Bonds
(Montgomery County Solid Waste Disposal System) Series 2003 to be issued by the Northeast
Maryland Waste Disposal Authority. The proceeds of the Series 2003 Bonds will be used for
the purpose of providing the funds to currently refund certain bonds (as further described under
“Introduction — Purpose,” the “Refunded Series 1993A Bonds”) that were issued by the
Authority to finance the costs of the design and construction of a mass-burn, resource recovery
facility located in Dickerson, Maryland (the “Resource Recovery Facility”), a related
transportation system (the “Transportation System”) and improvements to the County’s
transfer station (the “Transfer Station” and, together with the Resource Recovery Facility and
the Transportation System, the “Project”) and certain other County Disposal System facilities.
See “Introduction.”

Sources and Uses Sources

of Funds
Principal amount of Series 2003 Bonds $184,450,000.00
Premium on Series 2003 Bonds 15,748,789.70
Debt Service Reserve Fund — Series 1993 A Bonds 23,442,186.12
Debt Service Fund — Series 1993A Bonds 3.070.370.00
Total Sources of Funds $226,711,342.82

Uses

Debt Service Reserve Fund — Series 2003 Bonds $ 18,445,000.00

Refund Refunded Series 1993 A Bonds 205,078,908.16
Financing expenses ' 3,183,436.48
Additional proceeds __ 4001.18

Total Uses of Funds $226,711,342.82

At the time of the sale of the Series 2003 Bonds, proceeds thereof in the amount required to
refund the Refunded Series 1993 A Bonds will be deposited to the Escrow Deposit Fund and
the Authority will deliver to the Trustee an irrevocable instruction to redeem the Refunded
Series 1993 A Bonds, in accordance with their terms, on July 1, 2003. Upon the Trustee’s
receipt of such proceeds and instruction, the Refunded Series 1993 A Bonds will no longer be
Outstanding under the terms of the Indenture.

Description of The Series 2003 Bonds will be dated April 3, 2003, and will bear interest from their dated date,

the Series 2003 payable on October 1, 2003, and semiannually thereafter on each April 1 and October 1, until

Bonds maturity or proper redemption. The Series 2003 Bonds will mature on April 1 in each of the
years and in the principal amounts, and will bear interest at the rates set forth on the cover page
of this Official Statement. The Series 2003 Bonds are subject to optional and extraordinary
redemption at the times and subject to the conditions set forth under “Description of the Series
2003 Bonds — Redemption.”




Security and
Sources of
Payment for the
Bonds

The Series 2003 Bonds are limited obligations of the Authority, payable solely from Project
Revenues and certain other amounts held under the Indenture. The Authority operates the
Project (together with any Additional Facilities, “the Authority Facilities”) as part of the
County Disposal System pursuant to an agreement with the County (as further defined in
Appendix A, Summary of Certain Definitions, the “Waste Disposal Agreement”). The
primary source of Project Revenues is the fee payable by the County under the Waste Disposal
Agreement (the “Waste Disposal Fee”), which is paid from County Disposal System Revenues
as described below. A supplemental source of Project Revenues is the Authority’s share of
proceeds from the sale of electricity generated by the Resource Recovery Facility. The Waste
Disposal Fee, which the County must pay whether or not the Authority performs, equals the
Authority’s cost of providing the Authority Facilities, including debt service on the Series
2003 Bonds, net of the Authority’s share of any electric revenues and any other revenues
received by the Authority from operation of the Authority Facilities.

Revenues of the County Disposal System (as further defined in Appendix A, Summary of
Certain Definitions, “County Disposal System Revenues”) come primarily from the fees that
the County collects for providing disposal services. These fees are collected by either (a)
including charges on property tax bills (“System Benefit Charges™) or (b) collecting tipping
fees for Refuse delivered to the Transfer Station with respect to which System Benefit Charges
are not payable (“Tipping Fees”). System Benefit Charges are included on property tax bills
and, if not paid when due, can be enforced through foreclosure in the same manner as if the
owner had failed to pay property taxes. Of the County Disposal System Revenues for Fiscal
Year 2002, System Benefit Charges and Tipping Fees accounted for approximately 70 percent
and 21 percent, respectively.

The County has pledged all County Disposal System Revenues to secure its obligation to pay
the Waste Disposal Fee and other County obligations under certain multi-year contracts
entered into in connection with the County Disposal System (as further defined in Appendix A,
Summary of Certain Definitions, “Long Term Obligations™). The County anticipates that,
concurrently with the Authority’s issuance of the Series 2003 Bonds, the County will issue
$31,075,000 of its Solid Waste Disposal System Refunding Bonds (2003 Series A) (the
“System Refunding Bonds™) to refund all of its outstanding Solid Waste System Revenue
Bonds, 1993 Series A. Upon the issuance of the System Refunding Bonds, the Waste Disposal
Agreement and the System Refunding Bonds will be the County Disposal System’s only Long
Term Obligations. As used in this Official Statement, “County System Indebtedness” is a
collective term meaning (a) debt service on the System Refunding Bonds and (b) the debt
service component of the Waste Disposal Fee (which is substantially all amounts payable by
the Authority under the Indenture with respect to the Series 1993 A Bonds that will not be
redeemed on July 3, 2003 (the “Non-Refunded Series 1993A Bonds”), the Series 2003 Bonds
and any Additional Bonds (collectively, the “Bonds”) that may be issued under the Indenture).

The County must comply with a covenant in the Master Authorization (the “Rate Covenant”)
that requires it to fix, charge and collect rates, fees and charges for disposal services so that, on
an annual basis, County Disposal System Revenues are at least equal to 100 percent of the
County Disposal System’s operating expenses (as further defined in Appendix A, Summary of
Certain Definitions, “Operating Expenses”) and 110 percent of County System Indebtedness.
The County has the authority under County law to set System Benefit Charges at a level
sufficient to comply with the Rate Covenant. Accordingly, if System Benefit Charges were
ever to become the sole source of County Disposal System Revenues, the County is authorized
and required to set the System Benefit Charges at levels sufficient to comply with the Rate
Covenant. See “Security and Sources of Payment for the Series 2003 Bonds — Project and
County Disposal System Revenues” and “The County Disposal System — County Disposal
System Revenues.”




The County
Disposal System

Upon the issuance of the Series 2003 Bonds, proceeds thereof in the amount of the Debt
Service Reserve Fund Requirement for the Series 2003 Bonds will be deposited into the Series
2003 Debt Service Reserve Fund. See “Security and Sources of Payment for the Bonds—Debt
Service Reserve Fund.”

The County Disposal System is an integrated solid waste disposal system serving the County.
The County Disposal System is capable of disposing of all types of non-hazardous solid waste
generated in the County through the Resource Recovery Facility and the County’s recycling
and composting facilities.

Substantially all solid waste from single-family residences and small multi-family residences
and all solid waste from County facilities is delivered to the Transfer Station in Derwood,
Maryland, which has been in commercial operation since 1982. Haulers of solid waste from
large multi-family residences and businesses in the County may deliver solid waste that can be
processed at the Resource Recovery Facility (“Processible Waste”) to the Transfer Station
upon payment of the Tipping Fee and most elect to do so. At the Transfer Station, Processible
Waste is compacted and put into containers, which are loaded onto railcars. The railcars are
pulled by CSX-owned locomotives over CSX-owned and operated tracks to the Resource
Recovery Facility, located in Dickerson, Maryland, 18 miles from the Transfer Station. Solid
waste that is not Processible Waste (“Nonprocessible Waste™) is delivered by truck to a landfill
designated by the County (the “County Designated Landfill”).

The Resource Recovery Facility, which has been in commercial operation since August 1995,
incorporates proprietary, mass-burning technology to process solid waste and produce high-
pressure, high-temperature steam to generate electricity. The Resource Recovery Facility has
the interconnections necessary to deliver electric energy and capacity into the PJM wholesale
market and the Authority is currently selling electricity to Mirant Americas Energy Marketing,
L.P., a member of PJM (“Mirant”). Ash and other residue resulting from operation of the
Resource Recovery Facility (together, “Residue™) are transported by rail to the County
Designated Landfill.

The County is obligated under an agreement with the Authority to make a County Designated
Landfill available to the Authority for the disposal of solid waste. The County has entered into
an agreement (the “Brunswick Agreement”) with Brunswick Waste Management Facility, Inc.
(“Brunswick™), a subsidiary of Allied Waste Industries of North America Inc. Brunswick is
generally obligated to accept all solid waste (other than hazardous or otherwise unacceptable
waste) delivered to Brunswick by or on behalf of the County and to dispose of such waste at
Brunswick’s landfill in Virginia (the “Brunswick Landfill”). If, for any reason, capacity at the
Brunswick Landfill is unavailable, Brunswick must cause an affiliate to make capacity
available at a landfill owned by the affiliate in Georgia. Brunswick’s obligations are
guaranteed by Allied Waste Industries of North America, Inc. In addition, the County owns
undeveloped property within two miles of the Resource Recovery Facility that has been
permitted for the construction of a landfill.

The County’s recycling facility (the “Materials Recovery Facility”), adjacent to the Transfer
Station, sorts and ships paper and containers. The County’s composting facility (the
“Composting Facility”) is a 118-acre property near Dickerson, Maryland at which Yard Waste
is composted, dried and screened for marketing. The Materials Recovery Facility and the
Composting Facility are operated by the Maryland Environmental Service, a State agency,
under contract with the County.

See “The County Disposal System — Authority Facilities” and Appendix B, Independent
Engineer’s Report, for a more detailed description of the County Disposal System.




The Authority

Operation of the
Authority
Facilities

Bond Insurance
Policy

Tax Matters

Continuing
Disclosure

The Northeast Maryland Waste Disposal Authority was organized under the provisions of the
Act in 1980 to assist the political subdivisions in the Northeast Maryland region, other public
entities and the private sector in waste management and the development of waste disposal
facilities adequate to accommodate the region’s requirements for disposal of solid waste. The
Authority has seven member jurisdictions. The Authority also helps to provide facilities that
generate steam, electricity or other forms of energy that are derived from or otherwise related
to waste disposal. See “The Authority.”

Covanta Montgomery, Inc. (formerly Ogden Martin Systems of Montgomery, Inc.) (the
“Company”) constructed the Resource Recovery Facility and currently operates the Project
under the terms of the Service Agreement. According to the Independent Engineer, the
Resource Recovery Facility has been operating in material compliance with the requirements
of its permits and has demonstrated the ability to meet or exceed the levels of performance
guaranteed by the Company under the Service Agreement. See Appendix B, Independent
Engineer’s Report.

The obligations of the Company relating to the acceptance and disposal of solid waste and
operation of the Transfer Station generally mirror those of the Authority under the Waste
Disposal Agreement. In addition, the Company must perform substantially all of the
Authority’s obligations under the other Primary Project Agreements (other than the
Authority’s obligations under the Service Agreement).

Concurrently with the issuance of the Series 2003 Bonds, Ambac Assurance Corporation will
issue its financial guaranty insurance policy for the Series 2003 Bonds. This policy guarantees
the scheduled payment of principal of, and interest on the Series 2003 Bonds, when due, as set
forth in the form of the policy included in Appendix H, Specimen Financial Guaranty
Insurance Policy. See “Bond Insurance Policy.”

In the opinion of Bond Counsel to the Authority, assuming comp liance with certain covenants
described herein, the interest on the Series 2003 Bonds will be excludable from gross income
for federal income tax purposes under existing statutes, regulations, and decisions, except with
respect to any Series 2003 Bond during the period that such Series 2003 Bond is owned by a
“substantial user” of the projects financed or refinanced with the proceeds of the Series 2003
Bonds or a “related person” (as described herein) and that, by the terms of the Act (as defined
herein), the Series 2003 Bonds, their transfer, the interest payable thereon, and any income
derived therefrom, including any profit realized on the sale or exchange thereof, will at all
times be exempt from taxation of every kind and nature whatsoever by the State of Maryland
or by any of its political subdivisions, municipal corporations, or public agencies of any kind.
Interest on the Series 2003 Bonds, including original issue discount accrued in respect of
Discount Bonds (as defined herein), will be includable in the alternative minimum taxable
income of individuals, corporations and other taxpayers for federal income tax purposes. See
“Tax Matters.”

The Authority and the County have each undertaken responsibility for continuing disclosure to
Bondholders and have covenanted to provide to each nationally recognized municipal
securities information repository recognized by the SEC certain annual financial information
and operating data within six months after the end of each Fiscal Year, as well as notices of
material events, all in accordance with the requirements of SEC Rule 15¢2-12(b)(5)
promulgated under the Securities Exchange Act of 1934, as amended. See “Continuing
Disclosure.”




OFFICIAL STATEMENT

$184,450,000
NORTHEAST MARYLAND WASTE DISPOSAL AUTHORITY
Solid Waste Refunding Revenue Bonds
(Montgomery County Solid Waste Disposal System)
Series 2003

INTRODUCTION

General

This Official Statement, including the cover page and Appendices hereto, sets forth certain information in
connection with the sale and issuance of $184,450,000 principal amount of Solid Waste Refunding Revenue Bonds
(Montgomery County Solid Waste Disposal System) Series 2003 (the “Series 2003 Bonds”) by the Northeast
Maryland Waste Disposal Authority (the “Authority”). The Series 2003 Bonds will be issued under and pursuant to an
Indenture of Trust dated as of March 1, 1993, as supplemented by a First Supplemental Indenture of Trust dated as of
April 3, 2003 (the “Indenture”), between the Authority and The Bank of New York, as Trustee (the “Trustee”).

The descriptions and summaries of the various documents set forth in this Official Statement do not purport
to be comprehensive or definitive and are qualified in their entirety by reference to such documents. Certain
capitalized terms used in this Official Statement are defined in the text where they appear. These brief definitions are
intended only for convenience. Definitions of capitalized terms used in the documents described in this Official
Statement are set forth in Appendix A, Summary of Certain Definitions, or in the Appendices in which they are used.

Purpose

The Series 2003 Bonds are being issued for the purpose of providing the funds to currently refund certain
maturities (the “Refunded Series 1993A Bonds”) of the Authority’s Solid Waste Revenue Bonds (Montgomery
County Resource Recovery Project), Series 1993 A (the “Series 1993A Bonds™”). See “Estimated Sources and Uses of
Funds” and Appendix I, The Refunded Series 1993A Bonds. The proceeds of the Series 1993 A Bonds were used to
finance the costs of the design and construction of a mass-burn, resource recovery facility located in Dickerson,
Maryland (the “Resource Recovery Facility”), a related transportation system (the “Transportation System”) and
improvements to a transfer station in Derwood, Maryland (the “Transfer Station” and, together with the Resource
Recovery Facility and the Transportation System, the “Project”) and improvements to certain other County Disposal
System facilities. The Resource Recovery Facility commenced operation in August 1995. See “The County Disposal
System.”

Security and Sources of Payment for the Bonds

The Series 2003 Bonds are limited obligations of the Authority, payable solely from Project Revenues and
certain other amounts held under the Indenture. The Authority operates the Project (together with any Additional
Facilities, the “Authority Facilities™) as part of the County Disposal System pursuant to an agreement with the County
(as further defined in Appendix A, Summary of Certain Definitions, the “Waste Disposal Agreement”). The primary
source of Project Revenues is the fee payable by the County under the Waste Disposal Agreement (the “Waste
Disposal Fee™), which is paid from County Disposal System Revenues as described below. A supplemental source of
Project Revenues is the Authority’s share of proceeds from the sale of electricity generated by the Resource Recovery
Facility. The Waste Disposal Fee, which the County must pay whether or not the Authority performs, equals the
Authority’s cost of providing the Authority Facilities, including debt service on the Series 2003 Bonds, net of the
Authority’s share of any electric revenues and any other revenues received by the Authority from operation of the
Authority Facilities.

Revenues of the County Disposal System (as further defined in Appendix A, Summary of Certain
Definitions, “County Disposal System Revenues”) come primarily from the fees that the County collects for providing



disposal services. These fees are collected by either (a) including charges on property tax bills (“System Benefit
Charges”) or (b) collecting tipping fees for Refuse delivered to the Transfer Station with respect to which System
Benefit Charges are not payable (“Tipping Fees”). If System Benefit Charges are not paid when due, the County has
available to it the same foreclosure remedy that it would have if the owner had failed to pay property taxes. Of the
County Disposal System Revenues for Fiscal Year 2002, System Benefit Charges accounted for appro ximately 70
percent and Tipping Fees, approximately 21 percent.

The County has pledged all County Disposal System Revenues to secure its obligation to pay the Waste
Disposal Fee and other County obligations under certain multiyear contracts entered into in connection with the
County Disposal System (as further defined in Appendix A, Summary of Certain Definitions, “Long Term
Obligations”). The County anticipates that, concurrently with the Authority’s issuance of the Series 2003 Bonds, the
County will issue $31,075,000 of its Solid Waste Disposal System Refunding Bonds (2003 Series A) (the “System
Refunding Bonds™) to refund all of its outstanding Solid Waste System Revenue Bonds, 1993 Series A. Upon the
issuance of the System Refunding Bonds, the Waste Disposal Agreement and the System Refunding Bonds will be the
County Disposal System’s only Long Term Obligations. As used in this Official Statement, “County System
Indebtedness” is a collective term meaning (a) debt service on the System Refunding Bonds and (b) the debt service
component of the Waste Disposal Fee (which is substantially all amounts payable by the Authority under the Indenture
with respect to the Non-Refunded Series 1993A Bonds, the Series 2003 Bonds and any Additional Bonds
(collectively, the “Bonds™) that may be issued under the Indenture).

The County must comply with a covenant in the Master Authorization (the “Rate Covenant”) that requires it
to fix, charge and collect rates, fees and charges for disposal services so that, on an annual basis, County Disposal
System Revenues are at least equal to 100 percent of the County Disposal System’s operating expenses (as further
defined in Appendix A, Summary of Certain Definitions, “Operating Expenses™) and 110 percent of County System
Indebtedness. The County has the authority under County law to set System Benefit Charges at a level sufficient to
comply with the Rate Covenant. Accordingly, if System Benefit Charges were ever to become the sole source of
County Disposal System Revenues, the County is authorized and required to set the System Benefit Charges at levels
sufficient to comply with the Rate Covenant. See “Security and Sources of Payment for the Series 2003 Bonds —
Project and County Disposal System Revenues” and “The County Disposal System — County Disposal System
Revenues.”

Upon the issuance of the Series 2003 Bonds, proceeds thereof in the amount of the Debt Service Reserve
Fund Requirement for the Series 2003 Bonds will be deposited into the Series 2003 Debt Service Reserve Fund. See
“Security and Sources of Payment for the Bonds — Debt Service Reserve Fund.”

Bond Insurance
The payment of the scheduled principal of and interest on the Series 2003 Bonds when due will be insured by

a financial guaranty insurance policy issued by Ambac Assurance Corporation (the “Bond Insurer”). See “Bond
Insurance Policy.”



SOURCES AND USES OF FUNDS

The Series 2003 Bonds are being issued to refund, through redemption, the Refunded Series 1993A Bonds.
In accordance with the Indenture, the net proceeds of the Series 2003 Bonds, together with certain other monies as
shown below in an amount equal to $205,078,908.16, being the amount required to refund the Refunded Series 1993A
Bonds, will be deposited with the Trustee. The Refunded Series 1993A Bonds will be redeemed in whole on or about
July 1, 2003. Appendix I, The Refunded Series 1993 A Bonds, sets forth the series and CUSIP numbers of the
Refunded Series 1993A Bonds.

Sources
Principal amount of Series 2003 Bonds $184,450,000.00
Premium on Series 2003 Bonds 15,748,789.70
Debt Service Reserve Fund — Series 1993 A Bonds 23,442,186.12
Debt Service Fund — Series 1993 A Bonds 3.070.370.00
Total Sources of Funds $226,711,343.82

Uses

Debt Service Reserve Fund — Series 2003 Bonds $ 18,445,000.00
Refund Refunded Series 1993A Bonds' 205,078,908.16
Financing expenses2 3,183,436.48
Additional proceeds 4.001.18
Total Uses of Funds $226,711,343.82

To be deposited to the Escrow Deposit Fund.
Includes legal, rating agency, financial advisor, printing and underwriting costs and bond insurance
premiums.

At the time of the sale of the Series 2003 Bonds, proceeds thereof in the amount that, together with the other
funds shown above, will be sufficient to refund the Refunded Series 1993 A Bonds will be deposited to the Escrow
Deposit Fund and the Authority will deliver to the Trustee an irrevocable instruction to redeem the Refunded Series
1993A Bonds, in accordance with their terms, on or about July 1, 2003. Upon the Trustee’s receipt of such proceeds
and instruction, the Refunded Series 1993 A Bonds will no longer be Outstanding under the terms of the Indenture.



DESCRIPTION OF THE SERIES 2003 BONDS

General

The Series 2003 Bonds will be dated April 3, 2003, will bear interest at the rates set forth on the cover page
of this Official Statement, payable on October 1, 2003 and semiannually thereafter on each April 1 and October 1, and,
subject to the redemption provisions set forth below, will mature on the dates and in the amounts set forth on the cover

page of this Official Statement.

The Series 2003 Bonds will be issued only as fully registered bonds in denominations of $5,000 and any
integral multiple thereof. So long as the Series 2003 Bonds are maintained in book-entry form, payments of principal
or Redemption Price of, and interest on, the Series 2003 Bonds will be made as described below under “Book-Entry-
Only System.” At any other time interest on the Series 2003 Bonds will be payable by check mailed by the Trustee to
persons in whose names Series 2003 Bonds are registered as of the fifteenth day of the month preceding the applicable
interest payment date (or, in the case of defaulted interest, as of a date fixed by the Trustee which shall be at least 10
and no more than 15 days prior to the date fixed for payment thereof) at the address shown on the registration books of
the Authority maintained by the Trustee and will be paid, upon proper prior notification to the Trustee, by wire
transfer to owners of at least $1 million in principal amount of Series 2003 Bonds.

Redemption
Optional Redemption
Series 2003 Bonds maturing on or after April 1, 2014 are subject to redemption prior to maturity, at the

option of the Authority, as a whole or in part at any time on or after April 1, 2013, at the following Redemption Prices,
expressed as percentages of the principal amounts of the Series 2003 Bonds to be redeemed, plus accrued interest

thereon to the date set for redemption:

Period During Which Redeemed

(both dates inclusive) Redemption Price
April 1, 2013 through April 1, 2016 100%

Extraordinary Redemption

The Series 2003 Bonds are subject to redemption prior to maturity, as a whole or in part at any time, at a
Redemption Price equal to the principal amount thereof plus accrued interest thereon to the date set for redemption, at
the option of the Authority upon the direction of the County from funds deposited in the Redemption Account for the
Series 2003 Bonds upon the occurrence of any of the following events:

@) the Project or the Authority’s interest therein is lost, damaged or destroyed to such an extent that, in
the opinion of the Authority and the County Representative, (A) the Project reasonably cannot be restored within a
period of 12 months to the condition thereof immediately preceding such loss, damage or destruction, or (B) the
Authority is thereby prevented from carrying on its normal operation of the Project for a period in excess of 12 months
from the date of damage or destruction; or

(i) taking or condemnation of the title to, or the temporary use of, all or substantially all of the Project
or the Project Sites by a competent authority or loss of use or possession of all or substantially all of the Project or the
Project Sites, which taking, condemnation or loss, in the opinion of the Authority and the County Representative,
results, or is likely to result, in the Authority’s being prevented or likely to be prevented from carrying on its normal
operation of the Project for a period in excess of 12 months from the date of any such event; or

(iii) as a result of changes in Applicable Law, in the opinion of the Authority and the County
Representative, (A) any of the Primaty Project Agreements becomes void or unenforceable or impossible of
performance in accordance with the intent and purpose of the parties as expressed therein or (B) unreasonable burdens



or excessive liabilities are imposed upon the Authority or the County by reason of the operation of the Project, or (C)
the Project is no longer able to be operated; or

>iv) changes in the economic availability of raw materials, energy, operating supplies or facilities
necessary for the operation of the Project or technological or other changes have occurred which, in the opinion of the
Authority and the County Representative, render the Project uneconomic or unsuitable for the purpose specified in the
Waste Disposal Agreement for a period in excess of 12 months from the date of such changes.

Book-Entry-Only System
General

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the
Series 2003 Bonds. The Series 2003 Bonds will be issued as fully registered securities registered in the name of Cede
& Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized representative of DTC.
One fully registered Bond certificate will be issued for maturity of the Series 2003 Bonds, each in the aggregate
principal amount of such maturity, and will be deposited with DTC. If, however, the aggregate principal amount of
any maturity exceeds $500 million, one certificate will be issued with respect to each $500 million of principal
amount, and an additional certificate will be issued with respect to any remaining principal amount of such maturity.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and a
“clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC
holds and provides asset servicing for over 2 million issues of U.S. and non-U.S. equity issues, corporate and
municipal debt issues, and money market instruments from over 85 countries that DTC’s participants (“Direct
Participants”) deposit with DTC. DTC als o facilitates the post-trade settlement among Direct Participants of sales and
other securities transactions in deposited securities, through electronic computerized book-entry transfers and pledges
between Direct Participants’ accounts. This eliminates the need for physical movement of securities certificates.
Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is a wholly owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC, in turn, is owned by a number of Direct Participants of DTC and members of the
National Securities Clearing Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation,
and Emerging Markets Clearing Corporation, (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries of DTCC), as
well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of
Securities Dealers, Inc. Access to the DTC system is also available to others, such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a
custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTChas
Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities
and Exchange Commission. More information about DTC can be found at www.dtcc.com.

Purchases of the Series 2003 Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Series 2003 Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Series 2003 Bond (“Beneficial Owner™)is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial
Owners are, however, expected to receive written confirmations providing details of the transaction, as well as
periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interests in the Series 2003 Bonds are to be accomplished by
entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial
Owners will not receive certificates representing their ownership interests in Series 2003 Bonds, except in the event
that use of the book-entry system for the Series 2003 Bonds is discontinued.

To facilitate subsequent transfers, all Series 2003 Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC. The deposit of Series 2003 Bonds with DTC and their registration in the name of
Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of



the actual Beneficial Owners of the Series 2003 Bonds; DTC’s records reflect only the identity of the Direct
Participants to whose accounts such Series 2003 Bonds are credited, which may or may not be the Beneficial Owners.
The Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices will be sent to DTC. If less than all of the Series 2003 Bonds within a maturity are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such maturity
to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Series 2003
Bonds unless authorized by a Direct Participant in accordance with DTC s Procedures. Under its usual procedures,
DTC mails an Omnibus Proxy to the Authority as soon as possible after the record date. The Omnibus Proxy assigns
Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts Series 2003 Bonds are
credited on the record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds, principal and interest payments on the Series 2003 Bonds will be made to Cede & Co.,
or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the Authority or the
Trustee, on payable date in accordance with their respective holdings shown on DTC’s records. Payments by
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case
with securities held for the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility of such Participant and not of DTC, the Trustee or the Authority, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, principal and interest to Cede &
Co. (or such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the
Trustee, disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement of
such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

Neither the Authority nor the Trustee will have any responsibility or obligation to any direct or indirect
participant or any Beneficial Owner or any other person not shown on the registration books of the Trustee as being a
bondholder with respect to: (a) the Series 2003 Bonds; (b) the accuracy of any records maintained by DTC or any
direct or indirect participant; (c) the payment by DTC or any direct or indirect participant of any amount due to any
Beneficial Owner in respect to the principal of or interest on the Series 2003 Bonds; (d) the delivery by DTC to any
direct or indirect participant or by any direct or indirect participant to any Beneficial Owner of any notice which is
required or permitted under the terms of the order to be given to holders of the Series 2003 Bonds; (e) the selection of
the Beneficial Owners to receive payment in the event of any partial redemp tion of Series 2003 Bonds; or (f) any
consent given or other action taken by DTC as holder of the Series 2003 Bonds.

DTC may discontinue providing its services as depository with respect to the Series 2003 Bonds at any time
by giving reasonable notice to the Authority. Under such circumstances, in the event that a successor depository is not
obtained, certificates representing the Series 2003 Bonds are required to be printed and delivered.

The Authority may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor securities depository). In that event, certificates representing the Series 2003 Bonds will be printed and
delivered.

The information in this section, “Description of the Bonds — Book-Entry-Only System,” concerning DTC and
DTC’s book-entry system has been obtained from sources that the Authority believes to be reliable, but the Authority
takes no responsibility for the accuracy thereof.



Discontinuance of Book-Entry-Only System

The Authority may discontinue the maintenance of the Series 2003 Bonds in book-entry form or replace DTC
with another qualified Securities Depository. Unless the Authority appoints such a Securities Depository to replace
DTC, the Series 2003 Bonds held by DTC will be cancelled and the Authority will execute and the Registrar will
authenticate and delivery Series 2003 Bonds in fully certificated form to the Direct and Indirect Participants shown on
the records of DTC provided to the Registrar or, to the extent requested by any Direct or Indirect Participant, to the
Beneficial Owners of the Series 2003 Bonds shown on the records of such Direct or Indirect Participant provided to
the Registrar.

Registration and Exchange of Series 2003 Bonds

So long as the Series 2003 Bonds are maintained in book-entry form, Beneficial Owners thereof will have no
right to receive physical possession of the Series 2003 Bonds, and transfers of ownership interests in the Series 2003
Bonds will be made through book entries by DTC and the Direct and Indirect Participants.

If the book-entry-only system is discontinued, any Series 2003 Bond may be exchanged for an equal
aggregate principal amount of Series 2003 Bonds of other Authorized Denominations of the same maturity and
bearing interest at the same rate, and the transfer of any Series 2003 Bonds may be registered, upon presentation and
surrender of such Series 2003 Bond at the municipal trust office of the Registrar, together with an assignment duly
executed by the Owner or his or her attorney or legal representative. In such event, the Authority and the Registrar
may require the person requesting any such exchange or transfer to reimburse them for any tax or other governmental
charge payable in connection therewith.

In the event of discontinuance of the book-entry-only system, the Series 2003 Bonds are transferable only
upon the registration books maintained by the Registrar by the Owner in person or by the Owner’s attorney duly
authorized in writing and only upon surrender thereof at the municipal trust office of the Registrar in New York, New
York, together with a written instrument of transfer duly executed by the Owner or the Owner’s duly authorized
attorney in the form of Assignment printed on the reverse of the Series 2003 Bonds or such other form as may be
satisfactory to the Registrar, along with the address and social security number or Federal employer identification
number of such transferee (or, if registration is to be made in the name of multiple individuals, of all such transferees).
In the event that the address of the Owner of a Series 2003 Bond (other than a Owner which is the nominee of the
broker or dealer in question) is that of a broker or dealer, there must be disclosed on the Registration Books the
information pertaining to the Owner required above. Within a reasonable time after such surrender, the Authority
must issue in the name of the transferee or transferees a new fully registered Series 2003 Bond of any denomination or
denominations permitted by the Indenture, in an aggregate principal amount equal to the unmatured and unredeemed
principal amount of such transferred fully registered Series 2003 Bond, and bearing interest at the same rate and
maturing on the same date only after payment of any required tax, fee or other governmental charge relating to such
transfer and only after due authentication thereof by an authorized officer of the Registrar.

The Authority and the Paying Agent may treat the person in whose name the ownership of the same is
registered on the Registration Books as the absolute owner thereof for the purpose of payment of or on account of the
principal of any such Series 2003 Bonds and interest thereon and neither the Authority nor the Paying Agent shall be
affected by notice to the contrary. All such payments will be valid and effectual to satisfy and discharge the liability
upon such Series 2003 Bond, including the interest thereon, to the extent of the sum or sums so paid.

The Owner of any Series 2003 Bond may also exchange such Series 2003 Bond for other Series 2003 Bonds
of the same issue, date, tenor and security in Authorized Denominations upon surrender of the original Series 2003
Bond to the Registrar. New Series 2003 Bonds delivered upon any exchange, after payment of any required tax, fee or
other governmental charge relating to such exchange and after due authentication thereof by an authorized officer of
the Registrar, will be valid obligations of the Authority, evidencing the same debt as the Series 2003 Bonds
surrendered, will be secured by the Master Authorization and the Indenture and will be entitled to all of the security
and benefits thereunder to the same extent as the Series 2003 Bonds surrendered.

In case any outstanding Series 2003 Bond is mutilated or destroyed, stolen or lost, the Authority shall at the
request of the Registrar execute and deliver a new Series 2003 Bond of like tenor and amount as the Series 2003 Bond



so mutilated, destroyed, stolen or lost, in exchange and substitution for such Series 2003 Bond to the Registrar, upon
surrender of such Series 2003 Bond has been destroyed, stolen or lost and proof of ownership thereof, and upon
furnishing the Registrar and the Authority with satisfactory indemnity and complying with such other reasonable
regulations as the Authority or its agent may prescribe and paying such expenses as the Authority may incur in
connection therewith.

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS
Project and County Disposal System Revenues
General

The Series 2003 Bonds are limited obligations of the Authority, payable solely from Project Revenues and
certain other amounts held under the Indenture. The Authority operates the Authority Facilities as a part of the County
Disposal System pursuant to the Waste Disposal Agreement and the Waste Disposal Fee is the primary source of
Project Revenues. The Waste Disposal Fee equals the Authority’s cost of providing the Authority Facilities (including
debt service on the Series 2003 Bonds) less the Authority’s share of any revenues (other than the Waste Disposal Fee)
from operation of the Authority Facilities, primarily revenues from the sale of electricity.

The financial operations of the County Disposal System are governed by Chapter 48 of the Montgomery
County Code (“Chapter 48”). The Master Authorization was adopted pursuant to Chapter 48 to set forth the specific
terms under which the County could enter into Long Term Obligations (including the Waste Disposal Agreement) to
secure financing for the County Disposal System. Under the Master Authorization, the County has pledged all County
Disposal System Revenues to secure Long Term Obligations and must deposit all such revenues into the Solid Waste
Disposal Fund, a fund established by County law to segregate the assets, revenues and expenses relating to the County
Disposal System. Long Term Obligations are described below under “County Debt Secured by County Disposal
System Revenues.”

The primary source of County Disposal System Revenues is System Benefit Charges. System Benefit
Charges are included on property tax bills and, if not paid when due, can be enforced through foreclosure in the same
manner as if the owner had failed to pay property taxes. A supplemental source of County Disposal System Revenues
is Tipping Fees, which are collected in various ways depending on the creditworthiness of a hauler. Of the County
Disposal System Revenues for Fiscal Year 2002, System Benefit Charges accounted for approximately 70 percent and
Tipping Fees, approximately 21 percent. See “The County Disposal System — County Disposal System Revenues.”

The County Disposal System includes curbside collection of recyclable materials that can be recovered and
separated from Processible Waste and returned to the economic mainstream (“Recyclables”) but does not include the
County’s collection services for other Processible Waste (“Refuse”), which it conducts in certain parts of the County.
Revenues from the collection of Refuse are not available to pay the Waste Disposal Fee or any other Long Term

Obligation.
Project Revenues

Pledge of Project Revenues. Under the Indenture, the Authority has pledged to the Trustee, for the
equal and ratable benefit of (a) the Bondholders for payment of the principal or redemption price of, and interest on,
the Bonds and (b) the Bond Insurer (and any other provider of a credit facility for Additional Bonds ) for the payment
of all amounts that may become payable under the Bond Insurance Policy (and any such other credit facility):

e the Authority’s right, title and interest in and to the proceeds of the Series 2003 Bonds and amounts
on deposit in the funds and accounts under the Indenture; except that (i) the Debt Service Reserve
Fund for a series of Bonds secures only that series and (ii) amounts on deposit for the benefit of the
holders of certain Non-Refunded Series 1993A Bonds that may become subject to prepayment from
available funds, if any, following a termination of the Service Agreement for Company default;

e all Project Revenues; and



e substantially all of the Authority’s right, title and interest in and to and under the Primary Project
Agreements and, to the extent permitted by Applicable Law, Project permits, licenses and approvals.

The Authority has not granted a mortgage on, or a security interest in, the Project. However, in the Indenture, the
Authority agrees not to grant any security interest in the Project or to create or suffer to exist any liens or
encumbrances on the Project, except for Permitted Encumbrances. In addition, State law prohibits mechanics’ liens
from being imposed on property of the Authority, and, as the Authority is not a tax-paying entity, its property similarly
is not subject to the imposition of tax liens. As a public instrumentality of the State, the Authority’s property is also
not subject to the imposition of judgment liens.

Project Revenues Defined. Project Revenues include:

e all amounts payable to the Authority or the Trustee pursuant to the Waste Disposal Agreement, the
Service Agreement or any other Project Agreement, including any agreement pursuant to which the
Authority sells electric energy and capacity generated by the Resource Recovery Facility (an
“Energy Sales Agreement”); and

o  all other receipts, revenues, rentals, income, insurance and condemnation proceeds and other moneys
payable to or due to the Authority attributable to the ownership, leasing or operation of the Project,
the Project Sites and certain related facilities, if any.

Project Revenues do not include amounts paid by the Trustee to the Authority or certain payments made by the
Company to the Authority in support of the Authority’s general operations. For the complete definition of Project
Revenues and a more detailed description of the Indenture, see Appendices A, Summary of Certain Definitions, and E,
Summary of Certain Provisions of the Indenture, respectively. Also see Appendix D, Financial Information
Concerning the Authority. For a summary of selected revenue and expense information for the Project see “Operation
of Authority Facilities — Revenue and Expenses of the Project” below.

County Disposal System as Primary Source of Project Revenues

Waste Disposal Agreement. In the Waste Disposal Agreement, the Authority agrees to dispose of
all solid waste delivered by or on behalf of the County to the Transfer Station (or, in certain circumstances, to an
alternate disposal facility), subject to certain rejection rights. The County must pay the Waste Disposal Fee whether or
not the County delivers, or causes to be delivered, any waste to the Authority for disposal. The County’s payment
obligations under the Waste Disposal Agreement are limited to amounts available therefor in the Solid Waste Disposal
Fund. However, as described above under “General,” the County must comply with the Rate Covenant in the Master
Authorization and Chapter 48 gives the County the authority to set System Benefit Charges at levels that are sufficient
for it to do so.

The County may terminate the Waste Disposal Agreement for convenience or for the Authority’s
default, but any such termination is conditioned on the County making arrangements to redeem or defease all
Outstanding Bonds in accordance with their terms. As an alternative, at any time that the County is entitled to
terminate the Waste Disposal Agreement, including following a termination of the Service Agreement for Company
default, the County may elect to assume operation of the Authority Facilities from the Authority (an “Authority
Conduit Event”) Upon such an assumption:

e the Authority’s obligation to provide waste disposal services would cease;
e the County would assume the Authority’s obligations under the Primary Project Agreements; and
e the Waste Disposal Fee would be reduced to the amounts needed to pay debt service on the

Outstanding Bonds and to pay the Authority’s administrative costs. The pledge of Project Revenues
and Primary Project Agreements under the Indenture would remain unchanged.



The ability of the County to elect to assume operation of the Authority Facilities is subject to certain conditions,
including meeting a revenue test, obtaining the consent of the Bond Insurer and the assurance of the Rating Agencies
that the ratings on the Outstanding Bonds will not be lowered by reason of the County’s assumption of operations.

Under the Waste Disposal Agreement, the Authority generally (a) may not exercise any
discretionary right it has under the Authority Component Agreements (other than the Waste Disposal Agreement)
without the County’s consent and (b) must exercise any discretionary right if directed to do so by the County. In
addition, the County generally has the right to direct the Authority’s actions relating to disputes under Authority
Component Agreements. The discretionary rights referred to in this paragraph do not include any of the Authority’s
rights under the Waste Disposal Agreement.

See Appendix F, Summaries of Certain System Documents, for a more detailed description of the
Waste Disposal Agreement.

Master Authorization

General. The Master Authorization, which, together with Chapter 48, governs the funding and
operation of the County Disposal System, is incorporated into the Waste Disposal Agreement and is required to be
made part of all the County’s Long Term Obligations. A Long Term Obligation is defined in the Master Authorization
and is generally any bond or other obligation for money borrowed by the County in connection with the County
Disposal System or a multi-year agreement entered into by the County in connection with the County Disposal
System, under which the County’s payment obligations are not subject to appropriation but are secured by County
Disposal System Revenues. Before entering into a Long Term Obligation, the County must satisfy certain conditions
in the Master Authorization, including meeting a revenue test. See “The County Disposal System — Master
Authorization — Long Term Obligations.” The County anticipates that, concurrently with the Authority’s issuance of
the Series 2003 Bonds, the County will issue the System Refunding Bonds. Upon the issuance of the System
Refunding Bonds, the Waste Disposal Agreement and the System Refunding Bonds will be the County’s only Long
Term Obligations. The County’s current capital improvement plan does not include any projects that would require
the County to enter into any additional Long Term Obligations.

Pledge of County Disposal System Revenues. In the Master Authorization, the County has pledged,
as security for its payment and performance obligations under Long Term Obligations, all of the County’s right, title
and interest in and to, among other things, all County Disposal System Revenues. County Disposal System Revenues
are substantially all revenues generated by, and any other moneys received by the County attributable to, the County
Disposal System. The County must deposit all County Disposal System Revenues into the Solid Waste Disposal
Fund. See Appendix A, Summary of Certain Definitions, for a complete definition of County Disposal System
Revenues.

The County has not granted a mortgage on, or a security interest in, the County Disposal System.
However, in the Master Authorization, the County agrees that, so long as any Long Term Obligation is outstanding, it
will not mortgage, pledge or encumber any part of the facilities in the County Disposal System or issue any
indebtedness (unless subordinated to Long Term Obligations) or enter into any obligation (other than the Waste
Disposal Agreement and other Long Term Obligations) that is secured by a pledge of, or other lien or charge on,
County Disposal System Revenues. See “County Disposal System — Master Authorization — Long Term Obligations”
for a more detailed description of Long Term Obligations and Appendix A, Summary of Certain Definitions, for the
complete definition of Long Term Obligations. In addition, mechanics’ liens may not be imposed on property of the
County, and, as the County is not a tax-paying entity, its property similarly is not subject to the imposition of tax liens.
As a chartered county of the State, the County’s property is also not subject to the imposition of judgment liens.

Sources of County Disposal System Revenues
The primary source of County Disposal System Revenues is System Benefit Charges. Chapter 48, which
permits the imposition and collection of System Benefit Charges, was approved by referendum in 1994. A

supplemental source of System Disposal Revenues is Tipping Fees. Of the County Disposal System Revenues that the
County received in Fiscal Year 2002:
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e approximately 70 percent came from System Benefit Charges, which were included on property tax
bills;

e approximately 21 percent came from Tipping Fees; and

e the balance came from various sources, including proceeds from the sale of Recyclables and
investment income.

See Table 1 under Appendix C, Financial Information Concerning the County Disposal System, for a more detailed
breakdown of County Disposal System Revenues for the last five Fiscal Years.

Electricity Sales Revenues

The Authority shares with the Company revenues that it receives from sales of electric energy and capacity.
The Authority’s share of electricity revenues varies at certain thresholds but, generally stated, it is approximately
93 percent of revenues attributable to processing up to 558,450 tons per year, which is the annual capacity guaranteed
by the Company, and 60 percent of revenues attributable to processing more than that amount. The Authority’s share
of revenues reduces the amount of the Waste Disposal Fee that would otherwise be payable. See “Operation of
Authority Facilities — Sale of Electricity.”

Bond Insurance Policy

Concurrently with the issuance of the Series 2003 Bonds, Ambac Assurance Corporation will issue its
financial guaranty insurance policy for the Series 2003 Bonds. This policy guarantees the scheduled payment of
principal of, and interest on the Series 2003 Bonds, when due, as set forth in the form of the policy included in
Appendix H, Specimen Financial Guaranty Insurance Policy. See “Bond Insurance Policy.”

Additional Debt Secured by the Indenture

The Series 2003 Bonds are being issued on a parity with the Non-Refunded Series 1993A Bonds, exc ept that
(i) the Trustee will maintain separate debt service reserve funds for the Series 2003 Bonds and the Non-Refunded
Series 1993A Bonds, and (ii) neither series of Bonds is secured by the debt service reserve fund established for the
other series. In addition, in the event of a termination of the Service Agreement as a result of a Company default, the
Company is required to make a termination damage payment. If the Authority, at the County’s direction, elects to
continue to operate the Resource Recovery Facility, the termination damage payment will be based on the shortfall, if
any, of the tested throughput capacity of the Resource Recovery Facility from its guaranteed throughput capacity. A
portion of that payment that bears the same proportion to the total termination damage payment as the principal
amount of the Outstanding Non-Refunded Series 1993 A Bonds bears to the principal amount of the Outstanding
Bonds is required to be applied to the redemption of Non-Refunded Series 1993A Bonds. In the event that such a
payment is required, Non-Refunded Series 1993 A Bonds in a principal amount equal to the payment required to be
applied to redemption will be selected by the Trustee as “Designated Bonds.” Upon such designation, the Designated
Bonds will no longer be parity bonds secured by the Trust Estate or Outstanding Bonds under the Indenture, but will
only be secured by the Company termination damage payment obligation, whether or not such payment is made.

The Indenture prohibits the Authority from incurring Indebtedness that is payable from, or secured in whole
or in part by, the Trust Estate except for (a) Additional Bonds, (b) costs payable to the Company under the Service
Agreement for capital projects resulting from an Uncontrollable Circumstance, (c) obligations that are subordinate to
all Outstanding Bonds and (d) unsecured indebtedness.

Additional Bonds may only be issued if, among other things, the County certifies that the conditions to the
execution of a Long Term Obligation in the Master Authorization have been satisfied with respect to the Additional
Bonds. In addition, Additional Bonds must (i) be issued on a parity with all Outstanding Bonds and (ii) for purposes
of acquiring, completing or improving the Authority Facilities or any other purpose permitted or required under the
Service Agreement, the Waste Disposal Agreement or the Act. The Series 2003 Bonds are being issued as Additional
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Bonds. The Authority does not anticipate issuing any more Additional Bonds. See Appendix E, Summary of Certain
Provisions of the Indenture, “Additional Indebtedness of the Authority.”

Debt Secured by County Disposal System Revenues

The County anticipates that, concurrently with the Authority’s issuance of the Series 2003 Bonds, the County
will issue the System Refunding Bonds to refund all of its outstanding Solid Waste System Revenue Bonds, 1993
Series A. Upon the issuance of the System Refunding Bonds, the Waste Disposal Agreement and the System
Refunding Bonds will be the County’s only Long Term Obligations. The Master Authorization limits the County’s
ability to enter into Long Term Obligations by requiring it to meet, prior to entering a Long Term Obligation, certain
conditions intended to ensure that the County will continue to be able to meet all of its Long Term Obligations,
including satisfying a revenue test. The Master Authorization prohibits the County from assuming any obligation that
is senior to Long Term Obligations and secured by County Disposal System Revenues. See “The County Disposal
System - Master Authorization — Long Term Obligations.”

The following table shows scheduled debt service payments on County System Indebtedness after giving
effect to the issuance of the Series 2003 Bonds and the System Refunding Bonds.

County System Indebtedness

Debt Service on
County Solid
Waste Disposal

Debt Service on

Non-Refunded Debt Service on

Series 1993A  Debt Serviceon  System Series System Total Debt
Fiscal Year Bonds Series 2003 Bonds 1993 Refunding Bonds Service

6/30/2003 $31,492,925.00 $3,369,623.13 $34,862,548.13
6/30/2004 19,182,805.00  $10,055,150.97 $4,011,033.33 33,248,989.31
6/30/2005 19,156,650.00 10,111,325.00 4,012,350.00 33,280,325.00
6/30/2006 19,123,087.50 10,111,325.00 4,012,300.00 33,246,712.50
6/30/2007 19,086,900.00 10,111,325.00 4,009,700.00 33,207,925.00
6/30/2008 19,055,950.00 10,111,325.00 4,014,450.00 33,181,725.00
6/30/2009 19,024,100.00 23,481,325.00 4,006,750.00 46,512,175.00
6/30/2010 27,464,400.00 4,009,000.00 31,473,400.00
6/30/2011 27,301,375.00 4,010,750.00 31,312,125.00
6/30/2012 27,797,700.00 4,008,750.00 31,806,450.00
6/30/2013 26,299,600.00 2,819,250.00 29,118,850.00
6/30/2014 28,352,125.00 28,352,125.00
6/30/2015 19,951,125.00 19,951,125.00
6/30/2016 57,392,000.00 57,392,000.00

Source: Northeast Maryland Waste Disposal Authority Official Statement with respect to the Series 1993A Bonds
and Montgomery County, Maryland with respect to the Series 2003 Bonds and System Refunding Bonds.
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Debt Service Reserve Fund

A Debt Service Reserve Fund has been established for the benefit of the Series 2003 Bonds. A separate Debt
Service Reserve Fund exists for the benefit of the Non-Refunded Series 1993 Bonds. A separate Debt Service Reserve
Fund will be established for any series of Additional Bonds. Upon the issuance of the Series 2003 Bonds, proceeds
thereof in an amount equal to the Series 2003 Debt Service Reserve Fund Requirement will be deposited into the
Series 2003 Debt Service Reserve Fund. The Series 2003 Debt Service Reserve Fund Requirement is an amount equal
to the lesser of (a) the Maximum Annual Debt Service on the Outstanding Series 2003 Bonds and (b) 10% of the lesser
of (i) the proceeds of the Outstanding Series 2003 Bonds and (ii) the aggregate principal amount of the Outstanding
Series 2003 Bonds.

Amounts in the Series 2003 Debt Service Reserve Fund will be available for transfer to the Series 2003 Debt
Service Fund and related accounts if the amounts therein are insufficient to make required payments on the Series
2003 Bonds. If the amount on deposit in the Series 2003 Debt Service Reserve Fund falls below the Series 2003 Debt
Service Reserve Fund Requirement, the Trustee must make a series of deposits (over a period of time as long as 24
months) until the requirement is met. However, if the requirement is not met as a result of a decline in the value of the
assets credited to the Series 2003 Debt Service Reserve Fund, no deposits will be required unless the amount on
deposit is valued at less than 90% of the requirement.

0O&M Reserve Fund

An O&M Reserve Fund has been established under the Indenture. The Trustee must make monthly transfers
from the Revenue Fund to the O&M Reserve Fund in an amount equal to the O&M Reserve Fund Deposit
Requirement for the next month. So long as the Service Agreement is in effect, the O&M Reserve Fund Deposit
Requirement is an amount equal to one-twelfth of 10% of the Operating Charge or such lesser amount as is required to
bring the balance of the O&M Reserve Fund to $5 million. If the Authority exercises its right under the Service
Agreement to transfer the operation and maintenance of the Transfer Station from the Company to a new operator, as
described under “Operation of the Authority Facilities — The Service Agreement— Company’s Obligations,” the $5
million amount will be reduced at the Authority’s direction to an amount agreed to by the Authority and the Company.
Unless otherwise provided in a Supplemental Indenture, the O&M Reserve Fund Deposit Requirement will be zero
following the termination, if any, of the Service Agreement.

Amounts on deposit in the O&M Reserve Fund are applied from time to time to the payment of the costs of
certain items of scheduled extraordinary maintenance.

Enforceability of the Waste Disposal Agreement

It is a County event of default under the Waste Disposal Agreement if (i) the County fails to pay any or all of
any portion of the Waste Disposal Fee when due and such default continues for a period of 30 days, (ii) the County
defaults in the performance or observance of any other covenant, agreement or condition in the Waste Disposal
Agreement and such default continues for a period of 90 days after written notice (unless such default cannot be cured
within 90 days and the County institutes corrective action within such period and diligently pursues such action until
the default is remedied), (iii) the County files a petition or otherwise seeks relief under any federal or state bankruptcy
or similar law with respect to the County or the Solid Waste Disposal Fund, or (iv) an Event of Default (as defined in
the Master Authorization), such as a failure of the County to observe the Rate Covenant, occurs.

Upon the occurrence of a County event of default, the Authority may commence an action for specific
performance of any covenant contained in the Waste Disposal Agreement, such as the Rate Covenant. In addition, if
the Authority were to obtain a judgment for damages against the County, the Authority may seek to levy and collect
such damages from the moneys pledged by the County pursuant to Section 4.1 of the Master Authorization, which
includes, but is not limited to, all funds held in the Solid Waste Disposal Fund.
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In addition, upon the occurrence of a County event of default, the Authority may terminate the Waste
Disposal Agreement and seek to be appointed as, or to obtain the appointment of, a receiver of the mo neys, securities
and funds then held by the County in the Solid Waste Disposal Fund. Subject to compliance with the Solid Waste
Management Plan and so long as such receiver provides, or causes to be provided, disposal service to the Collection
and Disposal District (subject to payment for such service) such receiver may (i) operate and maintain the Authority
Facilities, (ii) charge, collect and receive such revenues, and (iii) use such other components of the County Disposal
System as necessary or appropriate to permit the Authority Facilities to operate at their capacity; provided, however,
that a receiver would have not power to impose or collect System Benefit Charges. Such receiver will be entitled to
charge the Collection and Disposal District a per-ton fee at the higher of a per-ton rate (calculated to recover all
components of the Waste Disposal Fee) and the short term spot market prices that the receiver can charge at the time.

Limited Obligation

The Series 2003 Bonds are limited obligations of the Authority payable solely from the Project Revenues and
certain amounts available under the Indenture, including certain proceeds of the Series 2003 Bonds. The Series 2003
Bonds are not payable from the general fund of the Authority and do not constitute a legal or equitable pledge of, or
lien or encumbrance upon, any of the assets or property of the Authority or upon any of its income, receipts or
revenues, except as provided in the Indenture. The Series 2003 Bonds do not constitute a debt, liability or pledge of
the faith and credit of the State or any political subdivision of the State, including the County. Neither the State nor
the Authority nor any political subdivision of the State, including the County, is obligated to pay the principal or
Redemption Price of, or interest on, the Series 2003 Bonds except from the Project Revenues and other amounts
pledged therefor under the Indenture. Neither the faith and credit nor the taxing power of the State or the Authority or
any political subdivision of the State, including the County, is pledged to the payment of the principal of or the interest
on the Series 2003 Bonds. The issuance of the Series 2003 Bonds is not directly or indirectly or contingently an
obligation, moral or other, of the state, or the Authority or any political subdivision of the State, including the County,
to levy or pledge any tax or make any appropriation for their payment. There is no provision for appropriations for the
benefit of the Authority by the State. The Authority has no taxing power. The Authority has no claim on any
revenues or receipts of the State or any agency or political subdivision thereof, except its right to receive payments
from the County pursuant to the Waste Disposal Agreement and its rights arising under the Master Authorization as an
obligee under the Long Term Obligations of the County, including the Waste Disposal Agreement.

THE COUNTY DISPOSAL SYSTEM

General

Montgomery County has developed and implemented an integrated solid waste management system, the
County System, to provide for the management and disposal of solid waste generated within the County. The County
System provides for the collection, recycling, composting, transfer, mass burning, and landfilling of solid waste. The
County has been providing solid waste collection and disposal services since 1943. The County directly provides
recycling collection services to residential units of six or fewer families in all unincorporated parts of the County,
provides Refuse collection to approximately 40% of those residences, and licenses the private haulers which serve
most of the rest of the County. The County Disposal System is the portion of the County System relating to the
disposal of solid waste and certain curbside recycling collection services. The County owns the Transfer Station, the
Materials Recovery Facility, the Composting Facility and the Project Sites. The Authority owns the Resource
Recovery Facility and operates it, together with the Transfer Station and the related Transportation System, pursuant to
the Waste Disposal Agreement. Additionally, the County has contractual arrangements for the management of various
other components of the County Disposal System. The County System is designed to promote reuse, recycling and
composting and the County estimates that approximately 37% of the solid waste generated in the County is managed
with these methods. The Resource Recovery Facility is the primary disposal site for all Refuse delivered to the
County Disposal System.

The County has established a Solid Waste Disposal Fund. The Solid Waste Disposal Fund is managed as an
enterprise fund of the County. The primary sources of revenue for the County Disposal System are System Benefit
Charges, which are collected on the property tax bill of residences and businesses. Since 1994, when the County
implemented the System Benefit Charges, system revenues collected through these charges have constituted over 70%
of County Disposal System Revenues. The County Disposal System’s second largest revenue source is Tipping Fees
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charged to haulers delivering Refuse for which disposal charges are not prepaid through System Benefit Charges.
Tipping Fee revenue was approximately 21% of System Disposal Revenue in Fiscal Year 2002. Market-based Tipping
Fee revenues have increased over each of the past five years because, while the Tipping Fee has remained constant at
$44 per ton, the amount of Refuse delivered that is subject to the Tipping Fee has increased each of the past five years.
Other County Disposal System Revenues include interest earnings and miscellaneous revenues and fees. Additionally,
the County’s payment obligations to the Authority for Refuse disposal are reduced by certain revenues, principally
electricity revenues, received by the Authority.

As more fully described below, pursuant to the Master Authorization, the County has entered into the Rate
Covenant to support its Long Term Obligations and the County has the ability to increase the System Benefit Charges,
without any legal limitation, to meet the Rate Covenant.

Legislative Authority

The operation and funding of the County Disposal System is governed by (a) Chapter 48 of the Montgomery
County Code and (b) the County’s covenants contained in the Master Authorization, which is a contractual obligation
of the County for the benefit of counterparties to Long Term Obligations, including the Authority under the Waste
Disposal Agreement. Since 1976, the County has maintained the Solid Waste Disposal Fund to segregate the assets,
revenues and expenditures related to the disposal of solid waste in the County, and the Master Authorization requires
the County to maintain this fund. All County Disposal System Revenues must, by law and pursuant to the Master
Authorization, be credited to the Solid Waste Disposal Fund, and may not be diverted for other purposes. Chapter 48
specifically provides that the Solid Waste Disposal Fund must be maintained so that revenues at least equal expenses.
Chapter 48 and the Master Authorization further provide that, to the extent that annual expenses exceed or are less
than annual revenues, the fees and charges assessed for solid waste disposal will ordinarily be adjusted at least
annually to fund such deficits or to utilize such surpluses; provided that retention of surpluses is permitted when
necessary to fund estimated future expenses or to provide funding for future anticipated short-term deficits. All the
costs incurred by the County in providing disposal services through the County Disposal System are paid from the
Solid Waste Disposal Fund.

Solid Waste Management Plan

State law requires the County to develop a Solid Waste Management Plan for the entire County, including all
towns, municipal corporations and sanitary districts. The Solid Waste Management Plan must cover a ten-year
planning period and be updated periodically. The plan must describe the solid waste disposal systems, solid waste
acceptance facilities and the systematic collection and disposal of solid waste by public or private entities. The Solid
Waste Management Plan and each periodic revision to the plan must be approved by the Maryland Department of the
Environment.

The current Solid Waste Management Plan covers the period from 1998 through 2007. The County is
presently updating the Solid Waste Management Plan to cover the period from 2002 through 2011. The updated Solid
Waste Management Plan is expected to be completed and approved by the end of calendar year 2003.

The Solid Waste Management Plan establishes waste reduction as the most preferred management technique,
followed by reuse and recycling, then incineration with energy recovery, and, least preferred, landfilling.

Master Authorization
System Revenue Pledge
In the Master Authorization, the County pledges substantially all amounts in the Solid Waste Disposal Fund

to the payment of Long Term Obligations. See Appendix F, Summaries of Certain System Documents, “Summary of
Certain Provisions of the Master Authorization.”
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Covenants

Certain covenants of the County in the Master Authorization are described below. In addition to those, the
Master Authorization includes various fiscal and management-related covenants.

Service Covenant. The County must, consistent with prudent solid waste management practices,
provide or cause the provision of capacity for, the disposal or recycling of all solid waste generated in the County.

Non-Competition Covenant. The County must not operate, or permit in the County, any waste
disposal facilities that will compete with the County Disposal System.

Rate Covenant. The County must fix, charge, and collect rates, fees, and charges for disposal
services rendered by the County through the County Disposal System and must revise such rates, fees and charges as
may be necessary or appropriate, to produce, in each Fiscal Year, County Disposal System Revenue that (when
combined with available balances in specified funds) will at least equal the sum of:

. 100% of the Operating Expenses of the County Disposal System for such Fiscal Year; plus

. 110% of the payments to be made in such Fiscal Year in respect of County System Indebtedness and
100% of the remaining balances payable as Long Term Expenses for such Fiscal Year; plus

. 100% of the amount required to fund reserves for debt service on County System Indebtedness, long
term maintenance and rate stabilization for such Fiscal Year.

Long Term Expenses are (a) any amounts payable by the County pursuant to Long Term Obligations and (b) debt
service on certain general obligation bonds that the County issued prior to adoption of the Master Authorization and of
which $282,233 in principal amount remains outstanding. Under the Master Authorization, the available fund
balances that may be taken into account in determining compliance with the Rate Covenant may not exceed 25% of
the rates, fees, and charges which would have to be imposed to meet the Rate Covenant if such balances were not
considered. See Appendix F, Summaries of Certain System Documents, “Summary of Certain Provisions of the
Master Authorization — Rates and Charges — Rate Covenant.”

As long as the County meets the Rate Covenant, the Master Authorization permits the County to provide free
or reduced rate disposal service with respect to specific types of Recyclables or Refuse in order to provide incentives
for the use of certain components of the County Disposal System. The County has not implemented any incentive
rates to date.

Waste Delivery Covenant. The County must deliver or cause to be delivered to the County Disposal
System all residential Refuse generated in the County and all Refuse from County facilities. In addition, the County
must use its best efforts (other than by legislation) to deliver or cause to be delivered substantially all non-residential
Refuse. This obligation is subject to the provisions of the Solid Waste Management Plan that provide for the
development of source reduction programs and commercial recycling programs which may be implemented through
private facilities.
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Long Term Obligations

The Master Authorization authorizes the County to have Long Term Obligations outstanding from time to
time. Generally, a Long Term Obligation is:

. any bond or other obligation for money borrowed by the County in connection with the County
Disposal System that is secured by County Disposal System Revenues;

. any contract to which the County is a party that (a) bears upon or affects any obligation or
responsibility of the County under the Master Authorization, including the Rate Covenant or (b) is a
multi-year contract that (i) does not include a provis ion stating that the contract is subject to
appropriations and (ii) the County cannot terminate at its option and without penalty; and

. any agreement that the County enters into with an issuer of a letter of credit, bond insurance or any
other credit facility that secures bonds issued by the County or any other bonds issued in accordance
with one of the Long Term Obligations described above.

For the complete definition of Long Term Obligation, see Appendix A, Summary of Certain Definitions.

The Master Authorization requires the County to satisfy certain conditions before entering into a Long Term
Obligation, including the condition that the County deliver a certificate of an independent, certified accountant stating
that, among other things, the Rate Covenant was satisfied during any 12-month period that ended within the past six
months. However, this certification is not required when the County enters into a Long Term Obligation to cure a
default under the Rate Covenant or under the Waste Disposal Agreement. See Appendix F, Summaries of Certain
System Documents, “Summary of Certain Provisions of the Master Authorization— Long Term Obligations.”

Reserves

The Master Authorization requires the County to deposit all County Disposal System Revenues into the
Revenue Account of the Solid Waste Disposal Fund and to periodically transfer moneys therein to other accounts of
the Solid Waste Disposal Fund. Transfers must first be made to the Operating Account and then to the Long Term
Obligation Account. Moneys remaining in the Revenue Account must then be transferred, to the extent available, to
the County Bond Debt Service Reserve Account, the Renewal and Replacement Account, the Rate Stabilization
Account and the General Account (collectively, the “Reserve Accounts”). The amounts to be deposited into the
Reserve Accounts are as follows:

. Funds must be deposited into the County Bond Debt Service Reserve Account in the amount
required to make the balance thereof equal to the greatest amount of debt service becoming due in
the Fiscal Year in which such computation is made or in any succeeding Fiscal Year or such other
amount as may be allowed within the limitations of the Code. This requirement will be satisfied if
the County Bonds at issue are secured by (i) a general obligation of the County for which its full
faith and credit are pledged, or (ii) a banking facility or guaranty facility with a minimum rating of
“A” from Moody’s or Standard & Poor’s;

. Funds must be deposited into the Renewal and Replacement Account in the amount required to
make the balance thereof equal to the amount that is determined by the Consulting Engineer to be
reasonably necessary as a reserve for expenses with respect to certain types of repairs, renewals,
replacements and maintenance of items used in the County Disposal System and for expenses
relating to the closure of certain components used in the County Disposal System;

. Funds must be deposited into the Rate Stabilization Account to make the balance thereof equal to the
amount determined by the County in its discretion as is appropriate for its purpose; and

. Any funds remaining after deposits are made to the other Reserve Accounts must be deposited into
the General Account.
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Management of the System

The Department of Public Works and Transportation, which is part of the County’s Executive Branch, is
responsible for planning, implementing and managing the County Disposal System, which it carries out through its
Division of Solid Waste Services (the “Division”). The Division is assisted in discharging its responsibilities by the
County Department of Finance, the County Attorney’s Office, and other departments of the County’s Executive
Branch. The Department of Public Works and Transportation has seven separate divisions headed by division chiefs.
As of January 2003, the Division has 74 full-time employees involved in managing solid waste activities in the
County.

Key personnel with management responsibility for the County System include:

Albert J. Genetti, Jr., Director. Mr. Genetti was appointed as the Director of the Montgomery County
Department of Public Works and Transportation on June 1, 1999. Mr. Genetti holds a Bachelor of Science degree
from the U.S. Military Academy at West Point, and a Master’s degree in Civil Engineering from the University of
Illinois. Mr. Genetti has served in a wide variety of leadership posts over the course of a 36-year career in the Army
and the Army Corps of Engineers where he attained the rank of Major General. He is a member of the Society of
Military Engineers, the Army Engineer Association and the Association of the United States Army.

Arthur G. Balmer, Chief of the Division of Solid Waste Services. Mr. Balmer is a graduate of the Scott
Sutherland School of Architecture, Robert Gordon’s Institute of Technology, Aberdeen, Scotland, U.K. He received
his Diploma in Architecture (6-year course) in 1962 and registered as an architect with the Architects Registration
Council of the UK. in 1963. In 1964, he was elected an Associate of the Royal Institute of British Architects and in
1966 an Associate of the Royal Incorporation of Architects in Scotland. From 1966 to 1980 he practiced as a private
architect under his own name in Scotland. Projects included large industrial, commercial and housing projects. Since
1980, he has resided in the U.S. Mr. Balmer was General Manager for Field Operations with the Maryland
Environmental Services from 1980-1984. There he directed the construction and operation of many projects,
including management of the $53 million Dredge Spoil Containment Site at Hart Miller Island in the Chesapeake Bay
and the Hawkins’s Point Hazardous Waste Landfill near Baltimore. Mr. Balmer is responsible for directing and
coordinating the solid waste processing, disposal, collection and recycling, and solid waste planning activities of the
County’s Department of Public Works and Transportation. He has direct responsibility for managing annual operating
budgets in excess of $90 million.

Daniel E. Locke, P.E., Project Manager. Mr. Locke is the Montgomery County Project Manager and
Section Chief of the Disposal Systems Implementation Group within the Division of Solid Waste Services. Mr. Locke
received a Master’s Degree in Engineering Management from George Washington University in 1993 and a
Bachelor’s Degree in Mechanical Engineering from The Pennsylvania State University in 1981. For 15 years, he
worked for a private electric utility and was responsible for various aspects of construction, maintenance and operation
of several power generation facilities. Mr. Locke is responsible for and provides daily oversight of citizen advisory
group interaction, several solid waste facilities and programs, and the division’s planning functions. He is a registered
professional engineer in Maryland and Virginia.

Timothy L. Firestine, County Director of Finance. Mr. Firestine became the Director, Department of
Finance in August, 1991. Prior to his appointment, Mr. Firestine served as Chief of the Budgets Division, Chief of
Interagency Analysis and Review, Budget and Planning Program Manager, and Senior Management and Budget
Specialist in the County Office of Management and Budget. Before coming to the County, Mr. Firestine was the
Budget Officer for the Allegheny County, Pennsylvania, Controller’s Office. Mr. Firestine received his Bachelor of
Arts Degree from Albright College and his Master of Public Administration Degree from the University of Pittsburgh.
Mr. Firestine is a member of the Board of Investment Trustees for the Employee’s Retirement System of Montgomery
County. He is a member of the Government Finance Officers Association and serves on its Committee on Debt and
Fiscal Policy. Mr. Firestine is currently the Treasurer of the Maryland Government Finance Officers Association and
recently served on the Board of Trustees for Suburban Health Care System, Inc., in Bethesda, Maryland.
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County Disposal System Components

The County Disposal System includes the Transfer Station, the Resource Recovery Facility, the Materials
Recovery Facility, and the Composting Facility. The County has a contract for out-of-State landfill disposal, and owns
undeveloped property dedicated for use as a County-owned landfill if necessary.

Authority Facilities

Transfer Station. The Transfer Station is owned by the County and leased to the Authority pursuant
to the Project Site Lease. Refuse is delivered by truck to the Transfer Station, which is located on an approximately
40-acre site in Derwood, Maryland in the central portion of the County, approximately 18 miles from the Resource
Recovery Facility. The Transfer Station has been in operation since 1982 and is permitted to receive up to 821,500
tons of solid waste per year. The County expects to expand the capacity of the Transfer Station by adding a fourth
compactor. Refuse is compacted at the Transfer Station for transport by rail to the Resource Recovery Facility. Yard
Waste that can be composted is transported to the Composting Facility and brush and branches are chipped for
distribution as mulch. All Nonprocessible Waste and some Recyclables are loaded at the Transfer Station and
transported by truck to the County Designated Landfill.

Transportation System. The Transportation System includes railcars and intermodal sealed
containers. Waste delivered to the Transfer Station is compacted and put into the containers, which are then loaded
onto the railcars at a railroad yard adjacent to the Transfer Station Site. The railcars are pulled by CSX-owned
locomotives over CSX-owned and operated tracks to a rail yard adjacent to the Resource Recovery Facility. Residue
generated by the processing of Refuse is transported by rail to the County Designated Landfill.

Under the Rail Transportation Agreement, the Authority must maintain its containers and railcars
and CSX must maintain all other machinery, equipment and other material necessary for CSX to transport Residue
from the Transfer Station to the Resource Recovery Facility, including a locomotive. The term of the Railroad
Transportation Agreement expires on August 7, 2015. The Authority will be in default if it fails to pay amounts due
within a specified period of time and either party will be in default if it fails to fulfill any material obligation following
notice and a cure period of a reasonable period of time. A party may terminate the Rail Transportation Agreement
only for the default of the other party if, among other things, (a) there exists no reasonable expectation that the
terminating party can recover damages sufficient to compensate it for any loss incurred as a result of the default and
(b) there has been a final nonappealable determination that the default relates to a material obligation.

The County expects that, prior to the end of the term of the Rail Transportation Agreement, it will be
able to negotiate an extension of the agreement on acceptable terms. In the event of a disruption to the Transportation
System, the County owns and could lease truck transportation equipment to transport solid waste that, according to the
Independent Engineer, could provide a credible alternative to the Transportation System moving the same daily
volumes if the Rail Transportation System were unavailable for short periods of time.

Resource Recovery Facility. The Resource Recovery Facility is a mass-burn waste-to-energy
facility owned by the Authority. The Resource Recovery Facility, which opened in August 1995, is located on a
County-owned, 34-acre site near Dickerson, Maryland, which is leased to the Authority under the Project Site Lease.
The Resource Recovery Facility consists of three, 600 tons-per-day, mass-burning, refuse-fired boiler units that
produce high-pressure, high-temperature steam to generate electricity. The Resource Recovery Facility incorporates
the mass-burning technology of Martin GmbH fur Umwelt- Energietechnik (“Martin GmbH”). According to the
Independent Engineer, this technology is a sound and proven method of solid waste disposal and energy recovery. See
“Operation of the Authority Facilities — Martin Technology” and Appendix B, Independent Engineer’s Report.
Electricity from the Resource Recovery Facility is sold by the Authority to Mirant pursuant to the Mirant Agreement.
See “Operation of Authority Facilities — Sale of Electricity.” After incineration, ferrous metal is recovered from the
Residue and sold to scrap metal dealers. The remaining Residue is transported by rail to the County Designated
Landfill for disposal.
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Operation. The Authority operates the Authority Facilities for the County pursuant to the Waste
Disposal Agreement. See “Security and Sources of Payment for the Bonds — County Disposal System as Primary
Source of Project Revenues — Waste Disposal Agreement.” The Company operates the Resource Recovery Facility
for the Authority pursuant to the Service Agreement. See “Operation of Authority Facilities — The Service
Agreement.”

Project Sites. The Authority purchased the 34-acre Facility Site, together with easements necessary
for rail, water, electricity and wastewater service, from the Potomac Electric Power Conpany (“PEPCO*) pursuant to
the Facility Site Agreement and deeded them to the County. The Authority and the County then entered into the
Project Site Lease under which the County leased the Facility Site, the approximately 40-acre Transfer Station Site,
the Transfer Station and related easements to the Authority. One of these easements gives the Authority access to a
water discharge canal, which is the source of cooling water for the Resource Recovery Facility, until at least 2019.
The term of the Project Site Lease ends in 2030 and County does not have a right to terminate it as long as the Waste
Disposal Agreement is in effect. After entering into the Facility Site Agreement, PEPCO sold its generating plant to
Mirant, together with a portion of the site on which the plant is located, which is adjacent to the Facility Site.
However, PEPCO did not assign the Facility Site Agreement to Mirant and remains obligated under the Facility Site
Agreement.

Landfill Arrangements

The Landfill Agreement. The Waste Disposal Agreement provides that the County must make a
landfill available for the Project. Under the Landfill Agreement, the County must accept at a landfill designated by it
from time to time (the “County Designated Landfill”) all solid waste that is delivered by or on behalf of the Authority,
subject to sufficient capacity being available and to certain rejection rights. During a shutdown of the County
Designated Landfill, the County must accept what waste it can and use reasonable efforts to make an alternate facility
available to the Authority for the waste that the County is unable to accept. Events of default under the Landfill
Agreement are the failure to pay amounts due and persistent or repeated failure to perform a material obligation that is
not cured within a reasonable amount of time. If the Authority defaults, the County will have the right to recover
damages but will not have the right to terminate the Landfill Agreement. If the County defaults, the Authority will be
entitled to injunctive or mandamus relief to enforce the County’s obligations. The term of Landfill Agreement will
continue until, at the earliest, the final maturity date of the Series 2003 Bonds. The County believes that sufficient
out-of-County landfill services would be available at rates consistent with its current arrangements if, for any reason,
capacity is not available pursuant to Brunswick Agreement (described below).

The Brunswick Agreement. The County Designated Landfill is currently a landfill that is owned
and operated by Brunswick. The County entered into the Brunswick Agreement with Brunswick, a wholly owned
subsidiary of Allied Waste Industries of North America, Inc., under which, subject to certain rejection rights,
Brunswick is obligated to accept, at the Transfer Station, the Resource Recovery Facility or other County-designated
facility, all Nonprocessible Waste and bypassed waste that is delivered by or on behalf of the County. Brunswick
must supervise the loading of such waste into containers and onto its trucks and must transport it to the Brunswick
Landfill in Brunswick County, Virginia. Brunswick must also load Residue at the Resource Recovery Facility into
railcars and cause CSX to move the railcars to the Brunswick Landfill. Brunswick must maintain an independently
monitored, dedicated cell reserved for the County’s waste at the Brunswick Landfill, which is a Subtitle D facility that
opened in 1997. Brunswick is required to cause a landfill that is located in Georgia and owned by an affiliate of
Brunswick to be available for the disposal of County solid waste in the event that an uncontrollable circumstance
causes the Brunswick Landfill to be unavailable. Brunswick’s obligations under the Brunswick Agreement are
guaranteed by Allied Waste Industries of North America, Inc. The term of the Brunswick Agreement expires on
June 30, 2012 and the County has the right to extend it for a five-year period. Brunswick may terminate the agreement
earlier for a payment default by the County and the County may terminate it for its convenience or if the Brunswick
Landfill and the landfill in Georgia are closed for 10 or more days as a result of an uncontrollable circumstance. The
Brunswick Agreement provides for a remedy of specific performance in the event of a default by Brunswick. See
Appendix F, Summaries of Certain System Documents, “Summary of Certain Provisions of the Brunswick
Agreement.”
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County-Owned Landfills. At present, the County does not operate any landfills. However, the
County owns approximately 650 acres located two miles from the Resource Recovery Facility. The County currently
has a State permit to construct a landfill on 125 of those acres, with the balance of 525 acres to be used as a buffer.
The construction permit is scheduled to expire on April 15, 2003, but the County has applied for a five-year renewal,
and plans to continue to renew the permit prior to the end of each five-year permit period. The County plans to
develop this landfill as and when out-of-County disposal becomes unfeasible. This site is currently used for
agricultural purposes. The County owns two closed landfills, the Gude Landfill near Rockville and the Oaks Landfill
near Laytonsville.

Materials Recovery Facility

The County provides curbside recycling collection services to all single family residences in the
unincorporated portions of the County. All Recyclables collected at curbside, and certain Recyclables collected by
independent collection contractors, are transported by truck to the Materials Recovery Facility, located on a 10-acre
site in Derwood, Maryland, adjacent to the Transfer Station. The Materials Recovery Facility, which opened in 1991,
is operated by the Maryland Environmental Service, a State agency, under contract with the County. The Materials
Recovery Facility sorts and sells or disposes of paper and containers (such as glass bottles, aluminum cans and plastic
bottles). The Materials Recovery Facility has a capacity of 346 tons of mixed paper per 8-hour shift and 100 tons of
mixed containers per 8-hour shift. At present, the Materials Recovery Facility is operated for a single 8-hour shift per

working day.
Composting Facility

The County composts Yard Waste (principally leaves and grass) at a 118-acre facility near Dickerson,
Maryland. The resulting compost is dried and screened for marketing. The Composting Facility, which opened in
1992, is operated by the Maryland Environmental Service. Agreements between the County and local citizens groups
limit the Composting Facility to no more than 77,000 tons of Yard Waste per year.

Permits

All components of the County Disposal System are in material compliance with all required permits. See
“Government Regulation” and Appendix B, Independent Engineer’s Report, “Environmental Regulatory

Considerations.”
Waste Disposal Services

Pursuant to the Master Authorization, the County must, consistent with prudent solid waste management
practices, provide or cause the provision of capacity for the disposal or recycling of all Refuse generated in the
County.

Service Area

Chapter 48 provides that the County System’s service area is the entire County. Located adjacent to
Washington, DC, the County includes 487 square miles of land area. As of January 1, 2003, the County had 338,700
households. Aggregate personal income of County residents approached $42 billion in 2000, and is projected to total
over $45 billion in 2002. The County, which accounts for just over 16 percent of the State’s population, accounts for
over 23 percent of the State’s total personal income.

Waste Generation

Pursuant to State law and as part of its ongoing management and planning process, the County annually
collects statistics regarding the solid waste generated in the County (“County Generated Waste™) and projects the
County Generated Waste expected to be delivered to the County for disposal. All waste haulers operating in the
County are required to be licensed by the County and, as a condition of the license, each waste hauler must provide the
County with statistics regarding all County Generated Waste that they transport, whether disposed of through the
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County Disposal System or elsewhere. Accordingly, the County maintains accurate records of the amount of solid
waste collected in the County by each licensed hauler and where that waste is disposed.

Table 1 presents historic waste generation statistics for the County System for Fiscal Years 1998 through
2002, and Table 2 presents the County’s projections for Fiscal Years 2003 through 2008:

Table 1

Historical Waste Generation

1998 1999 000 001 2002
County Population® 837,000 846,000 873,341 881,000' 892,000
Total Employment? 505,738 523,374 545,000 555,000' 565,000
Processible Waste (tons) 907,233 926,699 1,034,739 1,097,825 1,145,623
Nonprocessible Waste (tons) 32,364 38.922 50.854 52,463 66.119
Total County Generated Waste (tons) 939,597° 965.621° 1085593 1150288 1211741

1. Projected; final figures are not yet available.
2. Source: Maryland National Capital Park and Planning Commission

3. Estimated; does not reflect updated population and employment data shown.

Source (except as otherwise noted): Montgomery County, Maryland

Table 2

Projected Waste Generation

2003 2004 2005 2006 2007 008
County Population 903,000 914,000 925,000 935,000 945,000 955,000
Total Employment 575,000 585,000 595,000 603,000 611,000 618,000
Processible Waste (tons) 1,162,656 1,179,689 1,196,722 1,211,161 1,225,601 1,239,082
Nonprocessible Waste (tons) 67.132 60.639 61.661 62.698 63.751 64.820

Total County Generated Waste (tons) 1229788 1240328 1258383 1.273.860 1289352 1303902

Source: Montgomery County, Maryland
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Table 3 presents historic disposition of County Generated Waste for Fiscal Years 1998 through 2002, and

Table 4 presents the County’s projections for Fiscal Years 2003 through 2008:

Table 3

Historical Waste Disposal Methods for County Generated Waste (in tons)

Waste Disposal by Type of Facility

County System
Refuse Sent to Resource Recovery Facility
Yard Waste at County System Facilities
Other Recyclables at County System
Facilities'
Nonprocessible Waste at County Facilities

Total Solid Waste Processed by County System

Non-County System
Back-yard composting
Recyclables at Non-County System Facilities
Exported Refuse

Total Solid Waste Disposed by Non-County
System Facilities

Total County Generated Waste

! Does not include metals recovered from residue.

Disposition of Waste Delivered to Resource Recovery Facility

Waste reduction through combustion
Metals recovered from Residue

Ash Recycled

Ash Landfilled

Total Refuse combusted at Resource Recovery
Facility

Source: Montgomery County, Maryland

1998 1999 2000 2001 2002
435,883 469,748 495,003 522,686 575,312
59,589 67,176 67,755 72,573 70,730
65,676 63,966 80,832 87,580 91,470
32,364 39.179 50.854 52.463 66.119
593.512 640,069 693.994 735.302 803.631
84,294 78,124 108,378 106,736 110,100
95,497 112,741 104,964 127,172 140,359
166.294 134,686 178.257 181.077 157.652
346,085 325,551 391.599 414,985 408.111
230.597 265,621 L085593 1150288 1211741

1998

301,162
13,399
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1999

2000 2001 2002
340,393 363,338 388,075
16,696 14,623 16,447
36,846 29,775 -
101,068 114950  170.790
425,003 522,686 375312



Table 4
Projected Disposal Methods for County Generated Waste (in tons)

Waste Disposal by Type of Facility

2003 2004 2005 2006 2007 2008
County System
Refuse Sent to Resource Recovery
Facility 600,117 560,121 578,845 598,130 617,994 638,454

Yard Waste at County System Facilities 77,027 77,708 78,384 78,789 79,189 79,558
Other Recyclables at County System

Facilities 92,807 83,909 88,471 91,949 96,156 100,703
Nonprocessible Waste at County
System Facilities 67.132 60.639 61.661 62.698 63.751 64.820

Total Solid Waste Disposed by County
System 837.083 782.337 807.361 831,566 857.090 883.535

Non-County System

Back-yard composting 111,043 112,354 113,674 114,968 116,272 117,567
Recyclables at Non-County System 173,773
Facilities 137,645 158,270 162,338 166,600 171,606

Exported Refuse 144.018 187,327 175.010 160.725 144,383 129,027

Total Solid Waste Processed by Non-

County System 392,706 457951 451,022 442,293 432251 420,367
Total County Generated Waste 1229788 1240328 1258383 1273860 1289350 1303.902

! Does not include metals recovered from residue.

Disposition of Waste Delivered to Resource Recovery Facility

2003 2004 2005 2006 2007 2008
Waste reduction through combustion 406,280 379,202 391,878 404,934 418,382 432,233
Metals Recovered from Residue 16,803 15,683 16,208 16,748 17,304 17,877
Ash Recycled - - - - -- -
Ash Landfilled 177.034 165,236 170.759 176.448 182,308 188.344
Total Refuse combusted at Resource
Recovery Facility 600117 560121 578845 598130 617,994 638454

Source: Montgomery County, Maryland
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Collection of Refuse

The service area of the County System is divided into subdistricts which relate to the provision of collection
services to single family households (units of six or fewer). Sub-District A is made up of unincorporated areas in the
more densely developed southern portion of the County proximate to Washington, D.C. Sub-District B is made up of
the balance of the unincorporated areas of the County and the 19 incorporated cities, towns and villages in the County.
Sub-District A includes approximately 84,829 single family households and households in multi-family residences
comprised of six or fewer units, and Sub-District B includes approximately 117,155 such households. These
subdistricts, together with County Disposal System Components, are shown on the following map.

MONTGOMERY COUNTY
COLLECTION SUBDISTRICTS A AND B <

Resource Recovery Facility
Yard Trim Compost Facility:: .~

Oaks Landfill
(closed)
Site 2 Landfill
Solid Waste Transfer
Station and MRF
SUBDISTRICT A
SUBDISTRICT B e

Gude Landfill (closed)
Beantown Dump

Rail Line .H__ ‘ Five o (closed)

i
€

SUBDISTRICT A

Refuse collection practices vary in different portions of the County and for different categories of waste
‘generators. In Sub-District A, Refuse from single-family residences and multi-family residences with six or fewer
units is collected by licensed collectors under contract to the County. Certain incorporated municipalities, including
Rockville, Maryland, and Gaithersburg, Maryland, provide collection services using their own vehicles and personnel,
or by direct municipal contract with licensed haulers. All other Refuse in the County is collected by licensed
independent contractors in accordance with private subscriptions.

25



Table 5 reviews the historical refuse collected and disposed in Fiscal Years 1995 through 2002.
Table 5
Historical Refuse Collection (in tons)

1995 1996 1997 1998 1999 2000 2001 2002
Solid waste subject to Tipping Fee  N/A N/A N/A 230,914 267,567 329,417 349,771 406,563
Refuse not subject to Tipping Fee! N/A N/A N/A 237.333 239,006 216,440 225.378 234.868

Total solid waste delivered” 307.925 425,966 494079 463,247 306,573 345857 575,149 641,431

Tipping Fee $59.00 $59.00 $44.00  $44.00  $44.00  $44.00  $44.00 $44.00

1. Includes residential Refuse collected by the County in Sub-District A, residential Refuse collected in Sub-District
B and delivered to the Transfer Station with no Tipping Fee, and Refuse delivered by County agencies.

2. Corresponds to Refuse delivered to Resource Recovery Facility plus Nonprocessible Waste at County facilities in
Table 3.

Source: Montgomery County, Maryland
Waste Flow Management

Haulers that deliver Refuse to the Transfer Station that is not covered by System Benefit Charges are
generally charged a Tipping Fee. The County uses the Tipping Fee as one of the means by which it manages waste
flow. The County manages waste flow by:

e Requiring haulers under contract with the County to deliver residential Refuse from Sub-District A
to the Transfer Station;

e Causing County facilities to deliver their Refuse to the Transfer Station;
e Not charging a Tipping Fee to haulers of residential Refuse from Sub-District B; and

e  Setting and resetting the Tipping Fee at levels that are based on the rates of competitive facilities
outside the County.

The County monitors tipping fees at competitive disposal facilities outside the County, as well as the amount
of Refuse generated in the County that is delivered to those facilities. Haulers’ licenses require haulers to periodically
report to the County the quantity of such Refuse it collected and where the hauler disposed of it. The County uses this
information and other information to determine how much Refuse is generated in the County and how much is being
delivered to competing facilities. The County then sets the Tipping Fees either to encourage haulers to deliver such
Refuse to the Transfer Station or to discourage haulers from delivering Refuse to the Transfer Station.

Prior to Fiscal Year 2002, the quantity of Refuse delivered to the Transfer Station was less than the
guaranteed throughput capacity of the Resource Recovery Facility and, to encourage delivery, the County kept the
Tipping Fee at a competitive rate of $44. The amount of Refuse being delivered to the Transfer Station continues to
increase and the County intends to increase the Tipping Fee in Fiscal Year 2004. The County believes that, even with
an increase, enough Refuse will be delivered to run the Resource Recovery Facility at or near the throughput capacity
that is guaranteed under the Service Agreement.
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County Disposal System Revenues
Fees and Charges

Chapter 48 authorizes the County to recover the entire revenues needs of the County Disposal System
through System Benefit Charges and also allows the County to charge various fees, including the Tipping Fee, for
solid waste at the time the solid waste enters the County Disposal System. The principal disposal fees and charges
imposed and collected by the County are residential and non-residential Systems Benefit Charges, and Tipping Fees.
The County also collects fees for accepting various categories of Recyclables delivered to facilities in the County
Disposal System. The Master Authorization requires that the County deposit all such fees and charges into the Solid
Waste Disposal Fund. Systems Benefit Charges are included on property tax bills and, if not paid when due, can be
enforced through foreclosure in the same manner as if the owner had failed to pay property taxes. The County may
also bring suit against the property owner for any unpaid residential Systems Benefit Charges.

Annual Rate Setting Process

The owner of each single-family residence (including each unit in a multi-family residence comprised of six
or fewer units) in the unincorporated portions of the County is charged a solid waste disposal fee. The haulers of
Refuse generated by these households are not charged a Tipping Fee and the solid waste disposal fee for such Refuse
is charged on the tax bill and serves as a pre-paid tipping fee. Solid waste disposal fees for a given Fiscal Year are
calculated based on the average tons per residence of Refuse projected to be disposed by such residences in such
Fiscal Year, multiplied by the Tipping Fee. The solid waste disposal fee is a System Benefit Charge applicable only to
single-family residences in unincorporated areas of the County.

In order to calculate System Benefit Charges and other rates sufficient to comply with the Rate Covenant and
Chapter 48, the County has developed a rate-setting methodology to ensure that the System Benefit Charges are
calculated to reflect as closely as possible the actual costs, or allocated portion of the costs, to the County of providing
base and incremental solid waste management services. The methodology allocates the costs of the entire County
Disposal System as fairly as practicable over different categories of system beneficiaries in accordance with the
availability the components of the County Disposal System and various special services to which they are entitled.
Base solid waste management services are those that benefit all generators of solid waste and all persons who collect,
store, transport, or otherwise handle solid waste. This base system cost is comprised principally of budgetary
operating costs (but excluding the net costs of incremental services described below) plus capital expenditures,
contingencies and landfill post-closure care liability not covered by landfill reserves (e.g., inflation), less revenues
from sale of recovered materials, investment earnings and miscellaneous revenues. The base system costs are then
allocated to single-family residences, multi-family residences and non-residential properties in proportion to each
sector’s waste generation. Base System Benefit Charges are calculated such that, together with revenue from Tipping
Fees and disposal fees, base system costs are satisfied.

In addition to base solid waste management services, the County provides various incremental solid waste
management services only to certain classes of rate-payers. The net costs of incremental services are allocated to
those sectors via the incremental component of the System Benefit Charge. Incremental System Benefit Charges for
non-municipal single-family residences cover the costs of Recyclables collection and processing at the Materials
Recovery Facility and Yard Waste composting facility, education, and other sector-specific services. To date,
incremental services provided by the County to multi-family and non-residential properties have included specialized
recycling education, hazardous waste acceptance, and an allocated share of the net operating costs of County recycling
facilities, but no recycling collection services have yet been provided by the County to those sectors. Finally, the
calculation of the incremental System Benefit Charge for each rate-paying sector may also include a sector-specific
rate stabilization component to smooth the temporal effects of sudden changes in sector-specific County Disposal
System costs. Municipal single -family residences have not received County incremental services and thus have paid
only the base single-family System Benefit Charge.

System Benefit Charges, Tipping Fees and acceptance fees at other facilities are set annually by the County

Council. Chapter 48 authorizes the County Council to adjust rates more frequently. Due to the nature of the property
tax bill collection method, mid -year adjustments to fees and charges collected via property tax bills would be
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cumbersome to implement until the following year’s tax bills were prepared. However, the Tipping Fee may be
adjusted within 90 days of the County Council’s decision to do so.

Historically, the System Benefit Charges rates have been lower than were originally projected when the
County implemented its current rate structure in 1994.

Residential Fees and Charges. Set forth in Table 6 below is an allocation of the System Benefit Charges for
single-family residences and multi-family residences (buildings with more than six residential units) in the
unincorporated area of the County, and single family residences in incorporated municipalities for the Fiscal Years
1998 through 2003.

Non-Residential System Benefit Charges. Chapter 48 authorizes the County to assess non-residential
System Benefit Charges in a variety of ways. Currently, the County establishes non-residential System Benefit
Charges which vary from property to property according to the average waste generation rate for different non-
residential land use categories, and the property’s improved gross floor area (measured by 2,000 square foot units).
Currently, there are five categories of non-residential generators based on average waste generation per 2000 square
foot unit. Non-residential solid waste generators in specific land uses are categorized into a generator category based
on waste generation studies. The non-residential System Benefit Charge for a generator is then multiplied by the
number of 2,000 square foot units attributable to that generator.

In order to assure an equitable charge structure, the County periodically conducts local studies of waste
generation from up to 39 different building use types and adjusts its rate categories accordingly.

Non-residential System Benefit Charges are collected by the County in the manner in which real property
taxes are collected. If a non-residential System Benefit Charge or any portion of it is not paid when due, the property
for which the charge has been made may be sold at tax sale in the same manner as real property is sold for
nonpayment of real property taxes. Table 6 also shows the average non-residential System Benefit Charge (discussed
below) per 2,000 square feet for Fiscal Years 1998 through 2003. The average non-residential System Benefit Charge
is calculated as the total non-residential System Benefit Charges divided by the total gross floor area units charged as a
System Benefit Charge.
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Table 6

Annual Per-Household Rates of Residential

System Benefit Charges
1998 1999 000 2001 2002 2003

Single Family'

($ per Dwelling Unit) _
Solid Waste Disposal Fee $50.71 $49.44 $44.83 $39.77 $ 32.69 $40.34
Base System Benefit Charge 93.66 98.04 86.23 75.86 61.31 65.21
Incremental System Benefit Charge 61.83 57.71 76.90 76.25 76.47 64.92

Total Single-Family $20620  $205.19 $207.96  $191.88 $17047  $17047

Multi- Family?

($ per Dwelling Unit)

Base System Benefit Charge $ 57.04 $ 49.47 $ 50.55 $ 38.59 $ 39.58 $ 25.19
Incremental System Benefit Charge 1.88 2.11 7.05 5.26 4.16 16.10
Total Multi-Family $ 5892 $ 51.58 $ 57,60 $ 4385 $ 4374 $ 4129

Incorporated Municipality Base System

Benefit Charge ($ per Dwelling Unit) $93.66 $ 98.04 $ 86.23 $ 75.86 $61.31 $65.21

Non-Residential Charges (average $ per

2000 square feet) $250.68 $287.63 $316.86 $284.28 $283.39 $275.95

I Residences in multi-family buildings with six or fewer units
2 Buildings with seven or more units

Source: Montgomery County, Maryland
Set forth below in Table 7 are the County’s projected System Benefit Charges for single-family and multi
family dwelling units for Fiscal Years 2004 through 2009. Table 7 also sets forth the average non-residential System
Benefit Charge per 2,000 square feet for Fiscal Years 2004 through 2008.
Table 7

Projected System Benefit Charges

004 2005 2006 2007 2008
Single -Family Charges ($ per Dwelling Unit) $181.71 $196.48 $207.73 $215.23 $221.21
Multi-Family Charges ($ per Dwelling Unit) $40.19 $39.12° $39.24 $39.66 $39.64

Non-Residential Charges (average $ per 2000 square. feet) $244.17 $274.27 $252.97 $257.96 $262.52

Source: Montgomery County, Maryland
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Tipping Fees

The County generally charges the Tipping Fee for Refuse delivered to the Transfer Station for disposal.
Tipping Fees are charged based on actual weight of Refuse deliveries to the Transfer Station. Since Fiscal Year 1997,
the County has maintained the Tipping Fee at $44 per ton based on its review of market rates. See Table 5 above
“Historical Refuse Collection.” The County does not charge a Tipping Fee for loads weighing less than 500 pounds.

The County also receives per-ton tipping fees for accepting containers of commingled recyclables received
from municipalities and for Yard Waste received from other than its contract collectors. Currently, the tipping fee for
Yard Waste is $29 per ton, the tipping fee for residential mixed paper is zero and the tipping fee for accepting
recyclable commingled containers is $15 per ton for municipalities and zero for all other sources.

The County does not charge Tipping Fees for Refuse disposed by single-family residences that are charged
solid waste disposal fees, as discussed above. The County has an inspection program to verify that haulers serving
these residences do not commingle waste subject to Tipping Fees with waste for which a System Benefit Charge has
been paid. The program is enforceable with an escalating series of sanctions (including monetary penalties and loss of
license) enforced through contract provisions and collection licensure requirements. The County believes that little or
no multi-family, non-residential or unincorporated municipality waste is being accepted without paying Tipping Fees,
other than loads weighing less than 500 pounds.

Other Revenue Sources and Credits

The County Disposal System receives revenue from the sale of methane extracted from closed landfills and
recyclable material sold from its Materials Recovery Facility. In addition, the County’s obligations to make payments
to contractors under various operating agreements are reduced by a portion of the contractors’ revenue from the sale of
electricity and ferrous metals from the Resource Recovery Facility and compost produced at the Composting Facility.

Management Discussion of Financial Operations

The Solid Waste Disposal Fund is managed as an enterprise fund of the County. The County’s Fiscal Year is
July 1 through June 30. The Solid Waste Disposal Fund’s financial management is governed by the terms of the
various laws and agreements the County has adopted and executed, including Chapter 48, the Master Authorization
and the Waste Disposal Agreement. In addition, as an enterprise fund of the County, the Solid Waste Disposal Fund’s
annual budgeting and rate-making process is included in the County’s annual budget process.
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Set forth in Table 8 below is selected revenue and expense information for the Solid Waste Disposal Fund for
the last five Fiscal Years, and set forth in Table 9 below are projections for the same revenue and expense information

for Fiscal Years 2003 through 2008.

Revenues
Tipping Fees
System Benefit Charges
Miscellaneous
Investment Income
Subtotal Revenues

Interfund Transfers
Charge to General Fund for County
Agency Waste
Distribution of Excess Series 1993
Bond Proceeds
Indirect Costs Paid to General Fund
Subtotal Interfund Transfers

Expenditures
Personnel Costs
Operating Expenses
Capital Outlay
Subtotal Expenditures
Other Fixed Assets Acquisition

Landfill Costs'

Net Change

Table 8

Solid Waste Disposal Fund
Historical Revenues and Expenses — Budgetary Basis

1998 1999 000 001 2002
$10,552,878 $12,199,576  $13,431,222  $15,039,834 $17,168,088
63,061,770 64,138,448 68,181,281 64,690,809 61,744,879
2,283,014 2,808,788 2,270,134 2,940,838 2,373,088
5,397.250 5.207.687 4.800,322 6.087.073 2,693.124
81294912 84.354.500 88,682,959 88.758.644  83.979.180
1,164,829 1,261,984 1,400,949 1,157,550 1,377,550
1,076,157 3,198,869 901,482 - -
(818.710) (711.560) (750.920)  (1.092.000) (1.431.490)
1.422.276 3.749.293 1,551,511 65.550 (53.940)
(3,946,022) (3,722,677)  (4,066,082)  (4,439,603) (4,717,761)
(76,588,828) (69,193,779)  (75,743,975) (72,843,914) (74,232,591)
(379.997) (1.225.282) _(1.,608.509) _(3.231.934) _(2.065.,924)
(80.914.847) (74.141,738) (81.418.566) (80.515.451) (81.016.276)
(440.837) (914.564) _(1.987.518) (940.490) (373.644)
642.298 82,000 (298.000) 904.000 (189.541)
$2003.802  §$13,120491 $6,530386 §8272.254 §2345779

! Represents the payout of closure costs, less current year accrued closure costs.

Source: Montgomery County, Maryland
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Table 9

Solid Waste Disposal Fund

Proposed and Projected Revenues and Expenses — Budgetary Basis

Revenues
Tipping Fees
System Benefit Charges
Miscellaneous
Investment Income

Subtotal Reve nues

Interfund Transfers
Charge to General Fund for County
Agency Waste
Transfers In From Leaf Vacuuming
Fund (new in FY 2004)

Indirect Costs Paid to General Fund
Subtotal Interfund Transfers

Expenditures
Personnel Costs
Operating Expenses
Capital Outlay
Subtotal Expenditures
Other Fixed Assets Acquisition

Landfill Costs?

Net Change

2003" 004 005 2006 2007 2008
$18,631,329 $18,288,792 $ 19,304,569 §20,320,979 $ 21,669,386 $ 22,797,517
58,239,883 59,950,046 64,015,029 67,406,797 70,119,929 72,232,588
2,215,164 2,472,807 2,497,165 2,428,726 2,417,375 2,439,964
1.849.000 2,549.000 3.869.000 4.449.000 5.059.000 5.389.000

80935376 _83.260,644 _89.685,767 _24.605.502 _99.265,690 102.859.069

1,155,580 1,316,554 1,316,554 1,316,554 1,316,554 1,316,554

- 602,529 818,236 723,930 675,747 568,192
(1.381.407) (922.726) (957.882) (998.409) _(1.047.201) _(1.087.539)
(225.827) 996.356 1.176.907 1,042,075 945.099 797.206

(5384,110)  (5,607,514) (5,845304) (6,123,222) (6,463,273)  (6,739,606)
(77,123,167) (81,655,255) (88,373,769) (91,871,566) (94,422,627) (97,299,349)
(851,761) _(2.498.875) _(2.276.865) _(1.740.549) _(1.518.697) _ (240.432)
(83.359.035) (89.761,644) (96,495.938) (99.735.337) (102.404,597) (104,279.387)

(500,000) - _(3.345.000) (435.000) _(1.942.000) -

1,001,831 1,086.100 1,108,706 1,133.426 1.158.799 1.183.900

$0.147,654) $(4.418.543) $(7.860.562) $(3,380.335) $(2.977.000) § 560,788

! Proposed budget based on Tipping Fees and System Benefit Charges in effect for 2003.
2 Represents the payout of closure costs, less current year accrued closure costs.

Source: Montgomery County, Maryland
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Set forth in Table 10 is information on the Solid Waste Disposal Fund’s cash position for the last five Fiscal
Years, and set forth in Table 11 below are projections for the same cash position information for Fiscal Years 2003
through 2008. As shown in Table 10, the County Disposal System has added significant reserves during the past five
Fiscal Years. Reserves as of June 30, 2002 include $44,170,038 of restricted cash and investments and $34,051,884 of
unrestricted cash and investments. The County has created certain management reserves for various future needs of
the County Disposal System and, in addition to the Debt Service Reserve Fund for the County System Bonds, has
allocated the restricted cash to these purposes. Unrestricted cash and investments includes the full amount necessary
to pay for projected future post-closure care related to costs at the County’s closed landfills, in addition to other

undesignated amounts.

Table 10

Solid Waste Disposal Fund
Ending Cash and Investments

1998 1999 2000 2001 2002
Unrestricted equity in pooled cash
and investments $45,152,806  $45,392,900 $51,445,319 $40,533,275  $41,760,959
Restricted equity in pooled cash
and investments 22,523,193 24,154,686 <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>