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MEMORANDUM 

November 17,2011 

TO: Education Committee 

FROM: Essie McGuire, Senior Legislative AnalYs~v~ 

SUBJECT: Quarterly Financial Report of the Montgomery County Public Schools 

Today the Education Committee will review the first FY12 monthly financial report of 
the Montgomery County Public Schools (MCPS). The Board of Education reviewed this report 
on November 8, and transmitted it to the County Council. Marshall Spatz, Director, Office of 
Management, Budget, and Planning, MCPS, is expected to attend to discuss this report with the 
Committee. 

The financial report is attached on circles 1-5 and reflects conditions as of September 30. 
At this time, MCPS projects an FY12 year-end expenditure surplus of $7 million. The 
report also reflects an FYll year-end fund balance of $27 million. This amount is $10 
million above what was assumed and reappropriated for the FY12 budget, leaving an 
unappropriated fund balance of$10 million carried over from FYl1. 

FY12 FINANCIAL REpORT 

At this time, the school system has not implemented any expenditure restrictions as it has, 
in conjunction with other County agencies, in recent years. The projected year-end fund balance 
of $7 million reflects higher than normal salary lapse and turnover savings in nearly all 
categories. MCPS attributes this early trend to higher than anticipated retirements in FYll and 
lower than usual new hires in FYI2. It is important to note that this information is preliminary 
and that not all salary and hiring experience is captured in the September 30 report. 

The report also highlights a potential area of deficit in Category 9, Student 
Transportation, due to higher than budgeted fuel costs. FY12 fuel costs were budgeted at $2.87 
per gallon and current diesel fuel cost is $3,34 per gallon. MCPS estimates that its fuel costs rise 
by approximately $30,000 for each one-cent increase in the price per gallon. 



FYII YEAR-END FUND BALANCE 

The attached report reflects an FYll year-end fund balance of $27 million. The Council 
assumed and appropriated $17 million in FYll fund balance as a resource for the FY12 budget. 
As of the last available monthly financial report, dated June 30 and reflecting information as of 
April 30, MCPS was projecting a $17 million fund balance. 

The unappropriated fund balance cannot be spent until the Council reappropriates it. 
Typically, such funds are included in the fund balance assumptions for the next fiscal year; in 
this case, the $10 million unappropriated FYll funds will be carried through FY12 and can be 
available as a resource for the FY13 budget. While this is clearly an appropriate savings and use 
of the funds, it is important to note that the State does not allow carried over fund balance to 
count towards a jurisdiction'S local Maintenance of Effort (MOE) appropriation. At this time, 
the FY13 MOE for MCPS is estimated to be $23 million. Under this scenario, the Council could 
meet MOE only by appropriating $23 million in new local dollars, while this and any other 
available fund balance would have to be reappropriated above the MOE level. 

Typically the Council receives a year-end report in the same format as the monthly 
financial report in the fall and in conjunction with a request for a categorical transfer to balance 
expenditures across categories. For FYll, the school system did not end the year with deficits in 
any category and thus did not need or request a categorical transfer. As a result, MCPS did not 
prepare the year-end categorical budget analysis. This FY12 monthly financial report and the 
FYll Comprehensive Annual Financial Report (CAFR) are the first reports to provide 
information about the FYII year-end fund balance. 

In discussion with Council staff, Dr. Spatz provided contextual information about the 
additional year-end fund balance. Dr. Spatz reports that the school system has typically ended 
the fiscal year with $5-7 million additional fund balance above the projected level from the 
spring, and that this has particularly been the case in the years with expenditure restrictions, 
where employees save more funds than required or expected. For FYII, the additional fund 
balance occurred largely in non-position accounts, including contractual funds, supplies, and 
substitutes. 

Council staff understands that additional fluctuations in expenditure patterns will occur as 
a matter of course, particularly on a relatively small scale in such a large budget. Given, 
however, that the Council relies heavily on the monthly financial reports during its budget 
deliberations, it would be useful to understand from the school system how it determines 
when to update its projections. The $17 million fund balance projection was first reflected in 
the March report which included information as of January 31, and the projection was unchanged 
through the June 30 report. When does MCPS have updated information that would affect 
the year-end projection, and what is the practice of how and when to report that 
information? 

Council staff notes that other questions regarding the information in the monthly financial 
reports and their relationship to the CAFR and to the Council's budget process are under review 
by the Inspector General. The Committee may want to revisit the FYII fund balance discussion 
in that context when the report is available. 
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DISCUSSION 
7.0 

Office ofthe Superintendent of Schools 

MONTGOMERY COUNTY PUBLIC SCHOOLS 


Rockville, Maryland 


November 8, 2011 


MEMORANDUM 

To: Members ofthe Board of Education 

From: Joshua P. Starr, Superintendent of Schools 

Subject: Monthly Financial Report 

This financial report reflects the actual financial condition of Montgomery County Public 
Schools (MCPS) as of September 30, 2011, and projections through June 30, 2012, based on 
program requirements and estimates made by primary and secondary account managers. At this 
time, expenses have a projected surplus of $7,000,000. 

Due to Fiscal Year (FY) 2011 comprehensive expenditure restrictions, including a hiring freeze, 
MCPS achieved a reduction of $27.0 million of expenditures compared to budget. The FY 2012 
Operating Budget included fund balance of $17.0 million of the total savings as a source of 
appropriation, leaving fund balance of $10.0 million available for appropriation in FY 2013. 
This unappropriated FY 2011 fund balance, together with the FY 2012 projected surplus of 
$7.0 million, equals $17.0 million that is available to fund the FY 2013 Operating Budget. 

Staffwill continue to closely monitor both revenues and expenditures. A discussion of the actual 
financial condition ofMCPS as of September 30,2011, and projected revenues and expenditures 
through June 30, 2012, follows. 

REVENUE 

Total revenue is projected to be $2,108,637,603. 

County 

The projected revenue from the county is $1,370,101,480. 

State 

The projected revenue from the state is $559,837,103. 
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Federal 

The projected revenue from Impact Aid is $245,000. 

Other 

The projected revenue from other sources is $3,725,708. 

Appropriated Fund Balance 

The projected revenue from appropriated fund balance is $23,370,994. 

Enterprise Funds 

The projected revenue from enterprise funds is $56,634,601. 

Supported Projects 

The anticipated revenue for supported projects is $94,722,717. This estimate includes 
$15,379,137 carried forward from FY 2011. Projects approved through September 30, 2011, 
have been assigned $87,218,759. 

EXPENDITURES 

There is a projected surplus of $7,000,000. There are projected surpluses in Category 1, 
Administration; Category 2, Mid-level Administration; Category 3, Instructional Salaries; 
Category 6, Special Education; and Category 10, Operation of Plant and Equipment. This is 
partially offset by a deficit projected in Category 9, Student Transportation. These projections 
are preliminary because they reflect data from only the first three months of the fiscal year and 
one full month of the school year. Preliminary estimates of position balances indicate higher 
than normal salary lapse and turnover savings, primarily resulting from greater than normal 
retirements in FY 2011 and lower than normal new hire rates in FY 2012. 

The following provides an explanation for each of the categorical variations: 

Category 1-Administration 

The projected surplus of $400,000 in Category 1, Administration, is primarily a result of higher 
than anticipated salary lapse and turnover savings. There also are savings in non-position salary 
accounts. 
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Category 2-Mid-level Administration 


The projected surplus of $1,500,000 in Category 2, Mid-level Administration, is primarily a 

result of savings in position salary accounts due to higher than anticipated lapse and turnover. 

There also are savings in non-position salary accounts. 


Category 3-Instructional Salaries 


The projected surplus of $3,100,000 in Category 3, Instructional Salaries, is primarily a result of 

higher than anticipated lapse and turnover savings. 


Category 6-Special Education 


The projected surplus of $2,000,000 in Category 6, Special Education, is primarily the result of 

salary savings due to higher than anticipated lapse and turnover. 


Category 9-Student Transportation -' , , . ,,-1
/ __ :>cb:c.-+ ,,\-;?ur C5J 

The projected deficit of$I,OOO,OOO in Category 9, Student Transportation, is primarily the result 
of higher than projected costs for diesel fuel for school buses. Diesel fuel was budgeted at $2.87 
per gallon for FY 2012, and current actual diesel fuel cost is $3.34 per gallon. 

Category lO-Operation of Plant and Equipment 

The projected surplus of $1,000,000 in Category 10, Operation of Plant and Equipment, is 
primarily the result of salary savings due to higher than anticipated lapse and turnover. 

JPS:LAB:MCS:lh 
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ATTACHMENT 1 

MONTGOMERY COUNTY PUBLIC SCHOOLS 

Monthly Financial Report and Year-end Projections 


As of September 30, 2011 


REVENUE 


Projection Current Report 

FY 2012 Variance 
Original Revised As of As of Over (Under) 

Source Budget Budget(a) 9130/2011 Revised Budget 

County 

State 

Federal 

Other 

Appropriated fund balance 

$1,370,101,480 

559,837.103 

245,000 

3,725,708 

17,000,000 

$1,370,101,480 

559,837,103 

245,000 

3,725,708 

23,370,994 (b) 

Subtotal 

Food SelVices 

Real Estate Management 

Field Trip 

Entrepreneurial Activities 

Instructional Television 

Supported Projects 

Total 

1,950,909,291 

46,897,045 

3,266,430 

2,122,819 

2,822,448 

1.425.000 

79,343,580 

$ 2,086,786,613 

1,957,280,285 

46,901,145 

3,282,512 

2,122,819 

2,903.125 

1,425,000 

94,722,717 

$2,108,837,603 

(e) 

Notes: 

(a) Revised budget includes carryover of prior year encumbrances. 
(b) Includes $6,370,994 for prior year encumbrances. 
(c) Includes $15,379,137 carried forward from FY 2011. 

$ 1,370,101,480 $ $ 

559,837,103 

245,000 

3,725,708 

23,370,994 

1,957,280,285 


46,901,145 


3.282,512 


2,122,819 


2,903,125 


1.425,000 


94.722,717 


$ 2,108,637,603 



ATTACHMENT 2 

MONTGOMERY COUNTY PUBLIC SCHOOLS 

Monthly Financial Report and Year-end Projections 


As of September 30, 2011 


EXPENDITURES 

Expenditures Current Report Prior Report 
and Projected Projected Projected Variance 

Authorized Encumbrances Expenditures Year-end Year-end Over (a) 
Category Expenditures 913012011 613012012 Balance Balance (Under) Percentage 

01 Administration $ 38.024.304 $ 34.032,418 !Ii 3,591.886 $ 400,000 $ - S 400,000 1.05 
02 Mid-level Administration 133,941,063 128,834,957 3.606,106 1,500,000 1,500,000 1,12 
03 Instructional Salaries 797,806,057 754.692.954 40.013.103 3,100,000 3,100,000 0.39 
04 TextbOoks and Supplies 25,228,612 14,062,521 11,166.091 
05 Other Instructional Costs 12.646.434 7,042,121 5.604.313 
06 Special Education 245,993.527 236,362,158 7.631,369 2,000.000 2.000.000 0.81 
07 Student Personnel Services 10.285.093 10.044.184 240,909 
08 Health Services 54.670 493 54.177 
09 Student T ransportatlon 93.476.908 69,580,519 24,896.31.19 (1,000,000) (1.OO0,OOO} (1.07} 
10 Operation of Plant and Equipment 116.532.056 69,819,770 45,712,286 1,000,000 1.000.000 0.86 
11 Maintenance of Plant and Equipment 32,676,152 27,328,027 5.348,125 
12 Fixed Charges 450,565.409 124,071.198 326.494,211 
14 COmmunity Services 50,000 50.000 

Subtotal 1.957,280,285 1.475.921.320 474.358.965 7.000.000 7,000.000 0.36 
61 Food Services 46.901,145 21.024.152 25.676.993 
51 R&al Estate Management 3.282,512 1.238.287 2.044.225 
71 Field Trip 2,122.619 468,067 1,654,752 
81 Entrepreneurial Activities 2,903.125 1.042.720 1.860.405 
37 Instructional T efevision 1,425,000 1,108.617 316,183 

Supported Projects 94.722.717 42.466,620 

Total S 2.108.637,603 $ 1,553.059,460 $ 548,578.143 $ 7,000,000 $ $ 7,000,000 0.33 

Note: 
{al Percentage of projected year-end balance to authorized expenditures, 


