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MEMORANDuM 

September 17, 2009 

TO: Education Committee 

FROM: Essie McGuire, Legislative Analyst~~~ 

SUBJECT: FYIO Budget Savings Plan of the Montgomery County Public Schools 

Today the Education Committee will review the FYlO budget savings plan ofthe 
Montgomery County Public Schools (MCPS). Dr. Marshall Spatz, Director, Department 
of Management, Budget, and Planning, MCPS, will be present to discuss this issue with 
the Committee. 

On August 20, MCPS Superintendent Dr. Jerry Weast informed the Board of 
Education that it was necessary to impose expenditure restrictions on the current fiscal 
year. His memorandum attached a memorandum from Larry Bowers, MCPS Chief 
Operating Officer, which detailed the implementation ofthe restrictions (circles 1-9). 

The Superintendent's memorandum does not project any total savings that may be 
achieved in FY10, nor does it establish a target savings amount. The Superintendent 
anticipates providing initial savings projections as part of the monthly financial report 
submitted in November. The purpose oftoday's discussion is to review the parameters of 
the expenditure restrictions and their potential impact on the school system. 

FYIO Expenditure Restrictions 
A major element of the restrictions is a hiring freeze that exempts only the 

following five categories of position: 
• 	 Principals; 
• 	 Special education teachers, speech pathologists, and occupational/physical 

therapists; 
• 	 Head Start paraeducators; 
• 	 ESOL vacancies that can be filled by increasing the assignment of an already 

employed ESOL teacher; and 
• 	 Bus operators and attendants. 



Five other categories can be filled with higher level assignments, but the 
backfilled position remains frozen; four others can be filled with temporary part-time 
employees (circle 3). There are eight exceptions to a freeze on temporary employment 
(circle 4). Staff development substitute funds are frozen, as are some other staff 
development activities and stipends. 

Materials and supplies may continue to be purchased for instructionai materials, 
building service supplies, and maintenance. Non-school based supplies and materials 
orders will require an exception to be approved. Furniture and equipment purchases are 
frozen with the exception of school buses. (circles 5-6). 

Comparison with previous years 
MCPS also implemented expenditure restrictions in FY08 and FY09. 

• 	 The FY 1 0 plan is the earliest to be implemented, starti11g August 20 compared to 
September 18 in FY09 and January 8 in FY08. 

• 	 In FY09, MCPS implemented a second round of restrictions on December 3. In 
comparison, the FYI0 plan appears to be more restrictive than the first round last 
year, but with more exceptions than the additional restrictions imposed later in 
FY09. 

• 	 In FY08 and the first plan for FY09, there were 11 categories of positions exempt 
from the hiring freeze, compared with five for FYlO. The second round ofFY09 
restrictions ieft only two categories exempt. 

• 	 In FY09 first seven and then five categories of temporary employment were 
exempt; in FYlO there are four. 

• 	 Materials and other expenses restrictions appear to be similar to last year. 

At this point in the school year, it may be difficult to assess the impact of the 

restrictions on school operations; the Committee may want to have the school system 

comment on this issue. 


As noted, MCPS has not yet projected total savings under these restrictions. Past 
years' experiences illustrate that many factors that affect the final expenses are not in the 
school system's direct control. For example, in FY08 the system ran a large deficit in 
fuel costs, while in FY09 benefited from a significant surplus due to falling fuel prices. 
This year's significant emollment increase will also affect the ability to restrict 
operations. While education has not yet been included in State FYI O~budget cuts, the 
possibility remains for reductions in State Aid. The Committee may want to discuss 
these and other variables with MCPS, and their impact on potential FYI0 savings. 
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Office of the Superintendent of Schoc1s 

MONTGOMERY COUNTY PUBLIC SCHOOLS 


Rockvil1e, Maryland 


August 20, 2009 

MEMORANDUM 

To: Members of the Board of Education 

From: Jerry D. Weast, Superintendent 

Subject: FY 2010 Operating Budget-Expenditure 

Due to continued concerns about the economic outlook and its effect in county revenue, I have 
determined that it is necessary to impose restrictions on expenditures in the current fiscal year. 
Although Montgomery County has yet to initiate a budget savings plan for Fiscal Year 2010, it is 
clear that all county agencies, including Montgomery County Public Schools (MCPS), must act to 
conserve resources this fiscal year to maximize available resources for Fi 2011 and succeeding years. 

MCPS has contributed more than $80 mi11ion in savings to the county during the past six years 
that have been used to fund the operating budget for the succeeding year. The reductions already 
made by the County Council in the approved FY 2010 operating budget and increased student 
enrollment limit the opportunities for mid-year savings. Nevertheless, I am confident that the 
steps I am announcing will enable us to adjust to unfavorable economic conditions while 
minimizing the impact on the classroom. I assure you that we will not retreat from our goals and 
strategies to improve achievement for all students. 

1 have put into place a comprehensive set of expenditure restrictions, including a hiring freeze. 
The implementation of these restrictions is described in the attached memorandum that I have 
directed Mr. Larry A. Bowers, chief operating officer, to issue immediately. My expectation is 
to provide you with initial savings projections as part of the monthly financial report to be 
submitted to the Board of Education on November to, 2009. 

I will continue to keep you informed. If you have any questions, please call Mr. Bowers at 
301-279-3626 or Dr. Marshall Spatz, director, Department of Management, Budget, and 
Planning, at 301-279-3547. 

JDW:vnb 

Attachment 

Copy to: 
Executive Staff 
Ms. Cuttitta 
Dr. Newman 
Mr. Prouty 
Ms. Romero 



Office ofthe Chief Operating Officer 

MONTGOMERY COUNTY PUBLIC SCHOOLS 


Rockville, Ma.-yland 


August 20, 2009 

MEMORANDUM 


To: Executive Staff 

From: Larry A. Bow"", Chief Operating Ot)icer J.6 
Subject: FY 2010 Operating Budget Expenditure Restrictions 

Because of the continuing difficult economic outlook, the superintendent of schools has determined 
that it is necessary to impose restrictions on expenditures in the current fiscal year. These 
expenditure restrictions are effective immediately and will remain until further notice. Financial 
projection reports as of September 30, 2009, must include the effect of the expenditure restrictions, 
including the impact of expected requests for exceptions. 

Background 

The outlook for the county economy and potential operating budget revenue remains very weak. The 
national recession has lasted more than a year and a half already. Although there are already some 
signs that the recession is bottoming out, L1ere are indications that the recovery may be weak. 
Typically, increases or decreases in government tax revenue lag considerably behind the growth in 
the economy. Although the Montgomery County economy remains much stronger than that of the 
nation as a whole, the recession has seriously affected Montgomery County. At 5.7 percent, 
unemployment in Montgomery County is already much higher than in any recession since 
measurement began. Because of this conf..."luing economic weakness, tax revenue increases can be 
expected to grow at a very slow rate for several years. 

Expenditure pressures on Montgomery County Public Schools (MCPS) will make it more difficult to 
achieve budget savings than in previous years. Reductions totaling $31 million made in the FY 2010 
operating budget have reduced the flexibilit'J to adjust to adverse expenditure pressures or revenue 
reductions. Increasing costs due to higher projected enrollment, the growing cost of health care and 
other employee benefits, and the costs of continuing salaries related to employee seniority make it 
imperative to achieve significant budget savings in the base budget. The current county fiscal 
outlook indicates a projected FY 2011 gap of $352.9 million, not considering potential state aid 
reductions resulting from the economic situation. Therefore, there is no alternative at this time to the 
implementation of comprehensive expenditure restrictions. 

In FY 2009, expenditure restrictions implemented in September achieved its expenditure savings 
target thanks to the dedication of staff throughout the school system. MCPS achieved $1 &.9 million 
in net expenditure savings. A total of $20.1 million in savings, including $1.2 million in higher than 
anticipated revenues, was used to fund the FY 2010 operating budget. There is no realistic prospect 
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of making a similar amount of savings in the current year. Because almost 90 percent of the MCPS 
operating budget consists of salaries and employee benefits, it is difficult to make reductions 
midyear. 

As a result of these eeonomic and fiscal forecasts, it is necessary to take steps to reduce both short­
term and long-term fiscal commitments. The restrictions detailed below are effective immediately. 
Each oftict: will be expected to make only absolutely necessary expenditures. Even expenditures 
exempt from the restrictions should not bemad~ unless necessary. Without specific authorization 
through the freeze process, positions that are not exempt from the freeze may not be filled, no 
equipment may be ordered, and no new commitments may be wade for nonposition salaries, 
contractual services, or consultants. Existing commitments for nonposition expenditures must be 
reviewed to be sure theyare~absolutely necessary. 

These expenditure restrictions also apply to school-based expenditures, except where exceptions are 
specifically noted. Enterprise funds are not included in the restrictions. Restrictions on grant 
expenditures will depend on the terms of specific grants, the details ofwruch are discussed below. 

Positions 

1. 	 Ail posiTIon vacancies are frozen, with the following exceptions: 

• 	 Principals 
• 	 Special education teachers, speech pathologists, and occupational/physical therapists 
• 	 Head Start paraeducators 
• 	 Eng1ish for Speakers of Other Languages (ESOL) vacancies that can be filled by increasing 

the assignment of an already employed ESOL teacher 
• 	 Bus operators and attendants 

2. 	 The following positions may be filled with higher level assignments, but any backfilled 
vacancies are frozen and require an exception to be filled with temporary part-time 
employees: 

• 	 Assistant principals 
• 	 Business managers 
• 	 Building service managers 
• School administrative secretaries 

~ Security team leaders 


3. The following positions may only be filled with temporary part-time employees: 

• 	 Security assistants in middle schools 
• 	 Special education paraeducators 
• 	 Lunch hour aides 
• 	 Interpreters 
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4. 	 All other school-based_supporting services staff positions, including paraeducator positions, 
are frozen. Unless specifically approved, existing paraeducators may not be authorized for 
additional time. 

5. 	 All vacant classroom teacher and school counselor positions will be filled by long-term 
substitutes. All non-teaching teacher level positions are frozen. Exceptions must have prior 
approval. 

6. 	 Schools that have already filled a position vacancy with a temporary employee can continue 
this employment llntil the designated end date on the Form 460-2. End dates will not be 
extended. Hours for the employee cannot be increased beyond the current allocation. This 
exemption is only for temporary employees who are filling vacancies. All other temporary 
part-time work is frozen. 

7. 	 Supporting services employees who work part-time temporary hours above their position 
allocations, doing the same work, may be paid at their hourly rate. 

8. 	 Positions in enterprise funds are exempt from the freeze. 

9. 	 Other position vacancies may not be filled unless job offers have been made and accepted as 
of September 10, 2009. Positions that have been advertised but not yet filled are frozen. If 
there is any question as to the date of a job offer, contact the Department ofRecruitment and 
Staffing. 

Other Salaries 

1. 	 Overtime-Only emergency overtime is permitted. Except for emergency overtime in the 
departments of Transportation and Facilities Management, all emergency overtime must be 
preapproved by the responsible associate superintendent according to existing procedures. 
Overtime in nonemergency situations cannot be approved. 

2. 	 Temporary employment is frozen, with the following exceptions: 

• 	 Per diem psychologists 
• 	 Bus operator and bus attendant substitutes 
• 	 Interpreters/translators 
• 	 Home and hospital instructors 
• 	 School-based clerical'guidance allocations 
• 	 School-based student service learning allocations 
• 	 School-based mini-grant allocations 
• 	 Lunch hour aides 

3. 	 Staff development substitute time is frozen. 
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4. 	 ProfessionaL Learning Community Institl!!e(PLCI) activities, including stipends and substitutes, 
are frozen. 

5. 	 Collaborative planning time in the middle school reform schools has been reduced to 30 hours 
per week per school. 

6. 	 All nonschool-based temporary employment is frozen. Unless an exception is specifically 
authorized, all previously authorized part-time temporary employment must cease after 
September 11,2009. 

Contractual Services 

1. 	 Mini-grant consuitant expenses are not frozen. 

2. 	 New Contractual Commitments-No new contractual commitments may be made except for 
emergency repairs, waste disposal, speech and language and interpretation services, and the 
extension of existing maintenance agreements for copiers or computers. This restriction also 
applies to school-based expenditures. Contractual commitments for the new copier maintenance 
program are exempt. 

3. 	 Existing Contractual Commitments-Each office must review contractual service encumbrances 
to see if they can be canceled. Each office must submit its contractual services spending plan 
with all commitments noted as part of the monthly financial report submission. 

4. 	 Consultants-All commitments for consultant services will require an exception. Services 
under ongoing consultant contracts must cease after September II, 2009, unless specifically 
authorized through the exception process. Offices should submit 
consultants for the rest of the fiscal year by September 8, 2009, 
continuation of consultants after September 11, 2009. 

5. PLCI accounts for contractual or consultants are frozen. 

Supplies and-Materials 

their plans to use 
in order to ensure 

1. 	 Spending of instructional materials funds can continue for purchasing instructional materials for 
students, media materials, textbooks, and training materials. Restrictions to spending on 
materials accounts include purchasing of food, beverages, and student/staff incentives. 

2. 	 PLCI materials accounts are frozen 

3. 	 Building services supplies are exempt from the freeze. 

4. 	 For all nonschool-based offices, supplies and materials may be ordered only to permit employees 
to continue essential duties. All requests for nonschool-based supplies and materials orders 
require an approved exception. 
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5. 	 Materials and supplies for maintenance work, vehicle maintenance, and printing ar~exempt. 

6. 	 Printing orders for new items are frozen. Printing ordersiorstandard items must be authorized in 
V,lnth,.g by a primary account manager before the Electronic Graphics and Publishing Unit may 
accept them. .AJI Copy Plus orders from schools will be- approved. 

1. 	 Staff will continue to be reimbursed for local travel. 

2. Mini-grant travel expenditures are not frozen 


3~ Travel and conference C0111Initments, including those paid by PLCI funds are frozen. 


4. 	 Employees must not arrange travel expenditures or make commitments to participate in out-of­
state conferences unless the travel has been previously authorized. Any arrangement made prior 
to liiis notification should be cancelled, if possible. A.ny arrangements made after this 
notification will not be honored. 

5. Expenditures for dues, registrations, and subscriptions are frozen. 

Furniture and Equipment 

1. 	 All furniture and equipment purchases are frozen unless there is an approved exception. 

2. 	 The acquisition of school buses is exempt from this restriction. 

3. 	 Any new lease or master lease commitments require an approved exception. Payments of 
existing lease or master lease obligations are exempt. 

Grants 

1. 	 Expendit'..L"l:s"for nonbudgeted grants (Le., competitive grants that have no local component) are 
exempt from expenditure restrictions. These grants must be spent according to the tenns of the 
grant. Project managers should check with their budget specialist to detennine if a grant falls 
within this category, 

2. 	 Budgeted grants that have a local component (i.e., grants that include locally funded expenditures 
as part of the budgeted program) are subject to expenditure restrictions. These grants also must be 
expended according to the tenns of the grant, but all expenditures not otherwise exempt under the 
provisions listed above must be scrutinized for opportunities to shift local expenditures to the grant. 
Grant managers must request exceptions to authorize expenditures in these grants unless otherwise 
exempt and show why it is impossible to shift locally funded expenditures to the grant. Budgeted 
grants from federal ARRA funds are included in these restrictions like other budgeted grants. 
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3. 	 Project managers for budgeted grants must prepare expenditure plans for FY 2010 showing how 
they plan to spend out the grant within the fiscal year. These plans must be submitted to the 
Depa.."tment of Management, Budget, and Planning no later than September30, 2009. 

Exception Process 

1. 	 Exceptions to the freeze are permitted only for emergencies or other absolutely unavoidable 
expenditures if au!horized by the chiefoperating officer. 

2. 	 Any e.xceptions must be requested using the standard freeze exception fann (Attacbli.1~nt A) to 
the chief operating officer tbroug.h Lhe director of the Department of Management, Budget, and 
Planning from t.l-te deputy superintendent of schoois, chief operating officer, chief of staff, chief 
school performance officer, chief technolog'f officer, or an associate superintendent. Secondary 
account managers may not directly request an exception. 

3. 	 Exception requests must describe why the proposed expenditure is an emergency or absolutely 
unavoidable, and why the tmitcannot realign other funds to meet the emergency. 

4. 	 A committee consisting of the director of the Department of Management, Budget, and Planning, 
the chief financial officer, and representatives of the deputy superintendent of schools and the 
chief operating officer will make a recommendation to the chief operating officer regarding all 
exception requests. The decision of the chiefoperating officer will be fmal. 

5. 	 The chief operating officer may announce additional expenditure restrictions. Executive staff 
should remain alert for these announcements. 

Requests for approval of exceptions must be justified according to the following criteria: 

1. 	 Emergency spending that cannot be avoided without endangering health or safety 

2. 	 Expenditures for supplies and materials absolutely necessary for employees to continue assigned 
duties 

3. 	 Unavoidable contractual commitments 

4. 	 Expenditures without 'which essential operations could not continue 

5. 	 Expenditures for which no alternative revenue sources, such as grants, are available 

Until exceptions are approved, no expenditure should be made that would conflict with these criteria. 

Orientation 

An orientation meeting to explain the FY 2010 expenditure restrictions and the process for applying 
for exceptions will be held in the CESC Auditorium on Tuesday, September 1, 2009, from 9:30 a.m. 
to 10:30 a.m. All account managers should attend this meeting. Immediately after the orientation, 
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there will be a special meeting for grants managers to review t.l)e_ provisions concerning grant 
expenditures. 

I want to thank you for your cooperation: These expenditure restrictions are absolutely essential to 
maintain the high quality of instruction for all ofour children despite growing fiscal constraints. 
If you have any questions, please contact Dr. Marshall Spatz, director, Department of Management, 
Budget, and Plarlni.tlg, at 301-279-3547 or me. 

LAB:vnb 

Attachment 

Copy to: 
Mr. Ikheloa 
Ms. DeGraba 
Mr. Doody 
Ms. Woodbu.I'l 
Ms. Cuttitta 
Dr. Newman 
Mr. Prouty 
Ms. Romero 
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FY 2010 Freeze Exception Request 

Office/Department Name: Item Description: 

Use a separate form for each request. You may attach additional Information on a separate sheet. 

Account # Position/Account Name FTE 
Account 
Balance 

Requested 
Amount 

*Request 
Criteria # 

TOTAL 0.0 $0.00 $0.00 

Why Is this expenditure/position necessary? 

If denied, what are the consequences? 

-----_._------"--"---. 
·Choose all that apply 

1. Emergency spending that cannot be avoided without endangering health and safety. 
2. Expenditures for supplies and materials necesoary for employees to continLie assigned duliErs 
3. Unavoidable contractual commitments. 
4. Expenditures without which essential operations/programs could not continue. 
5. Expenditures for which no alternative revenue sources, such as grants, are available. 

Recommended: Recommended: Recommended: Appro\'ed: 

Supervisor/Coordinator Date Director Date As!.ociate Superintendent Date Chief Oporating Ortlcer Date 

M-\.SPEC\'O Sp.ec1.,O F,eez:e\F,eGltl_Gxc'fphQ(\_roq,,*,'toenlr.l_ofJ'i(:.e Idi 

g) 



