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MEMORANDUM 

September 25,2009 

TO: County Comlcil 

FROM: Essie McGuire, Legislative Anaiyst[9t"-' ~f 

SUBJECT: Action - Resolution to Approve Categorical Transfer of $7,700,000 
for I\iontgomery County Public Schools' FY09 Operating Budget, and 
Categorical Transfer of FY09 Grant Funds, $1,205,000 and Review of 
l\ICPS FY09 Year·End Financial Report 

EDUCATION COMMITTEE RECOMMENDATION 

The Education Committee unanimously recommends approval of the 
categorical transfers. 

Today the County Council is scheduled to take action on a resolution to approve a 
categorical transfer of $7,700,000 for the MCPS FY09 operating budget and a categorical 
transfer of$1,205,000 of FY09 grant funds. The Board of Education requested approval 
of the categorical transfers on July 27,2009. A draft resolution is attached on circles 1-2 
and the tra..'1smittal from the Board ofEducation is attached on circles 3-8. The County 
Council introduced this resolution on September 15. The County Executive recommends 
approval of t."1e categorical transfers (circle 9). 

The Education Committee met on September 21 and reviewed the requested 
categorical transfers and the year-end FY09 financial report for the school system. The 
Education Committee unanimously recommended approval of the requested transfers. 

Section 5-105 of the Education Article of the Annotated Code of Maryland 
provides for transfers among major categories of the MCPS operating budget only with 
the approval of the County CounciL Categorical transfers are typically needed at the end 
of the fiscal year to align budgeted appropriations with actual expenditures. MCPS 
produces monthly financial reports, as required by law, and presents them to the Board of 
Education and transmits them to the County Council. In recent years, the Education 
Committee has regularly reviewed the financial reports and has discussed any 
expenditure surplus and deficit issues throughout the fiscal year. 



The attached report shows actual FY09 year-end financial conditions for the 
school system, and reflects an overall surplus of $20,700,000. This total consists of an 
expenditure surplus of $19,500,000 and a revenue surplus of $1 ,200,000. The County 
Council assumed that $20 million would be available as fund balance as resource for the 
FY 1 0 operating budget. 

In addition, MCPS has received $24,171,000 in FY09 funds from the State to 
correct the calculation error made in the original allocation of FY09 State Aid. These 
resources add to the ending .ftLTld balance, and were also assumed by the COUI'l.cil as 
available FYI 0 resources. 

The expenditure surplus is primarily the result of the comf-'lehensivc expenditure 
restrictions and hiring freeze implemented on September 16, 2009. Circles 5-7 detail the 
reasons behind each category deficit or surplus. Table 1 beiow shows the actual FY09 
year-end balance in each category relative to its Council approved appropriation. 

a e :T hi 1 ' xpenultureE B'alance h)' State Category 
State Category FY09 Actual % Variance of 

Appropriation year-end baiance approved 
Category Budget 

Cat 1: Administration $41,874,103 $1,931,000 4.6 
Cat 2: Mid-Level $135,871,420 $3,381,000 2.5 
Administration 
Cat 3: Instructional Salaries $855,776,714 $4,915,000 0.5 
Cat 4: Textbooks and $31,903,762 $4,651,000 14.6 I 

Instructional Supplies 1 

Cat 5: Other Instructional Costs $15,093,701 $2,105,000 13.9 
Cat 6: Special Education $280,339,274 $4,180,000 1.5 
Cat 7: Student Personnel $11,175,378 ($134,000) (1.2) 
Services 
Cat 8: Health Services $41,002 $26,000 63.4 
Cat 9: Student Transportation $92,765,998 $3,958,000 4.3 
Cat 10: Operation of Plant and $118,589,104 $945,000 0.8 
Equipment 
Cat 11: Maintenance of Plant $33,938,236 $461,000 1.4 
Cat 12: Fixed Charges $447,319,098 ($6,922,000) (1.5) 

Council staff notes the following: 

• 	 The deficit in Category 7, Student Personnel Services, is the result of lower 
than anticipated salary lapse and turnover. 

• 	 Category 12, Fixed Charges, reflected a deficit of$6.9 million, illustrating the 
significantly higher benefit costs that the system is experiencing. In addition to 
cost increases, MCPS increased the contribution to the benefit plan reserve by 
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$3 million. The deficit was partially offset by lower than anticipated social 
security payments resulting from the hiring freeze. 

• 	 Category 9, Student Transportation, saw a significant surplus in fuel costs, 
with fuel expenses $2.1 million lower than the budgeted level. Circle 6 reports 
that fuel costs averaged approximately $2.15 per gallon WTIiIe the budgeted level 
was $2~75 per gallon. In FY08, this category ran a significant deficit due to fuel 
costs, with actual fuel costs of $3.4 million more than budgeted. 

• 	 This resolution aiso approves a categorical transfer of grant funds under the 
Individuais with Disabilities Education Act (IDEA) grant, totaling $1,205,000. 
This transfer would shift funds from Category 6, Special Education, to Category 
12, Fixed Charges, to reflect the higher than anticipated benefit costs for 
employees under the grant. 

f:\mcguire\2009\fy09 yrend cat trans eel pck1: 909.doc 
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Resolution No.: 
Introduced: 
Adopted: 

COUNTY COUNCIL 
FORNillf\l-cr'GOIVIERY COUNTY, MAR"~n_.JAND 

By: COU1lty Council 

SUBJECT: 	 Categorical Transfer 
FY09 Operating Budget 
Montgomerj County P'ablic Schools 
$7,700,000 
and Categorical Transfer 
FY09 Operating Budget 
Montgomery County Public Schools 
Grant Funds: $1,205,000 

Background 

1. 	 Section 5-105 of the Education Article of the Annotated Code of Maryla...'1d provides for 
transfers among major categories of the Operating Budget of the Montgomery County 
Public Schools only with the approval of the County Council. 

2. 	 The County Council received 1i1.e Board ofEducation's action of July 27, 2009, 
requesting a transfer among state categories as follows: 

Category 
1 
2 
7 
9 
12 

Description 
Administration 
Mid-Level Administration 
Student Personnel Services 
Student Transportation 
Fixed Charges 

To 

$200,000 

$7,500,000 

From 
$1,500,000 
$3,000,000 

$3,200,000 

Total $7,70Q,000 $7,700,000 

3. 	 The Board action of July 27, 2009, also requested a transfer of grant funds among state 
categories as follows: 

Category Description To From 
6 Special Education $1,205,000 
12 Fixed Charges $1,205,000 

Total 	 $1,205,000 $1,205,000 



4. 	 The Board of Education has requested authorization to make an FY09 categorical transfer 
to align budgeted appropriations with actual expenditures. This request would offset 
deficits in Category 7, Student Personnel Services, and Category 12, Fixed Charges, by 
transferring surpluses from CategQry 1, Ad..'Ilinistration, Category 2, Mid-level 
Administration, and Category 9, Student Transportation. 

5. 	 The preponciera.T1ce {)f t..~e deficits was~caused by 10wer1han anticipated salacj lap::>!;; CtiiQ 

turnover in Category 7, Student Per1>onnel Services, and higher tha..l18...11ticipated actual 
costs for the Employe.e..Benefit Plan in Category 12, The-surpluses used 
to balance these deficits were generated primarily from expenditure'restrictions and a 
hiring freeze implemented to generate mid-year 

6. 	 The Board of Education has also requested authorization to an FY09 categorical 
transfer of gra..'1t funds malign budgeted appropriations expenditures. This 
request would offset a deficit in Category 12, Fixed Cnarges, with a surplus in Category 
6, Special Education. The deficit was caused by higher than expected employee benefit 
costs in the Individuals with Di-sabilities Education Act (IDEA) Grant. 

7. 	 The County Executive recommends approval of the requested categorical transfers. 

Action 

The County Council for Montgomery~County~ Maryland approves the following 
resolution: 

The FY09 Operating Budget of the Montgomery County Public 
Schools is hereby amended, and a transfer ofappropriation is 
approved as follows: 

Category 
1 
2 
7 
9 
12 

Description 
Administration 
Mid-Level Administration 
Student Personnel Services 
Student Transportation 
Fixed Charges 
Total 

To 

$200~000 

$7,500,000 
$7,700;000 

From 
$1,500,000 
$3,000,000 

$3,200,000 

$7,700,000 

A transfer ofgrant funds is approved as 
Category Description 
6 Special Education 
12 Fixed Charges 

Total 

follows: 
To 

$1,205,000 
$1,205,000 

From 
$1,205,000 

$1,205,000 

This is a correct copy of Council action. 

Linda M. Lauer, Clerk of the Council 



the 

Rockville, Maryland 

31,2.009 

MONTGOMERY COLlNT{ 

To: lhe HOTIvrable Isiah Legs-ett, County Execnti~,;e 
The Honorable Phil Andre1,VS, 

},,:Iontgomery County Council 

Jerry Weast, Superintencient 

Transrrittal Board Education Item #3.3.1 

2009 Operating Budget Categorical Transfer 

BOEMeeting ,2009 

Amount Money: $7,700,000 

Type of .!;.,-cuon: Categorical 

JDW:LAB:MCS:jp 

Attachment 

Copy to: 
Department of Management, Budget,-and Planning 
Montgomery County Office of Management and.Brrdge.t 



AC110N 


of the Superintendent of Schools 
lviONlGO]yJ::ERY COu~I'\!T{ '-'-'-"-'--"-'-'~ SCHOOLS 

Rockville,lvaryland" 

July 2009 

litefibers the BoaniofEducafion 

From: JeLl j D. We:ast, Supeiiilltendent 

At the end of each fiscal year, Montgomery Public Schools (tYfCPS) requests l..'tUlsfers 
.among state categories to align budgeted appropriation with actual expenditures. These 
are subject to approval by me County CounciL For 2009, Lhese total $7,700,000, 
approximately OA of the total budget. 

OverBlI, FY 2009 MCPS Operating ended an expenditure of 
$19,500,000. Additionally, revenue was $1,200,000 greater t..l-:t.an so that total 
~"'·'nrr" in local contribution was $20,700,000. The Council $20.0 million 

froID FY 2009 to fuIlJl the FY 2810 Operating 

The FY 2009 expenditure surplus was due in part to comprehensive expenditcrre restrictions and 
a hiring imposed on -September 16, 2:009:. . 0ffsettmg the savings from expenditure 
restrictions were deficits in Student Personnel Services (Category 7) and Fixed Charges 
(Category. 12) totaling_ $7.7 minion. order to aG-me.ve the required expenditure savings 
$18.7 million, a total or$26.4- minion in savings was made.-in other state categories. Revenue 
surplus resulted from higher than anticipated revenue for special education non-public placemynt 
tuiticIl· reimbursemenland federal impact aid, partially offset by lower than anticipated imII'.IDer 
school fees and other tuition revenue. As a reswt of legislation adopted by the-state legislature at 
the 2009 session of L~e-£-enerai Assembly, MCPS received$24,171;{)00 in Fl 2009 unrestricted 
Foundation state aid erroneously withheld. TIJs-additional revenue adds t.o the FY 2009 ....LU"'-Llll::._ 

fund balance and was ·assumed by the County Council as resources available for the FY 2010 
Operating Budget. 

During the past fiscal year, staff has closely monitored revenue and expenditures. Coordinated 
by the Office of the Chief Operating Officer, monitoring is led by the Department of 
Management, Budget, and Planning (DMBP) and the Department of Financial Services. With the 
assistance of the Office of Human Resources. DMBP closely monitors expenditures. This 
financial monitoring process is extremely careful, comprehensive, and detailed. Primary and 

http:aG-me.ve


of 

l\1embers of 1i'1e Board of Education 2 27,2009 

secon~"J account managers review of accounts on 2 mo~t.ruy and report 
~expendltJlT"f:,;,_:projections for the rest-of-the fiscal year. D'MBP stiu-'f review and ana1y--ze--tlxese 
projections using CLuantitative mod.el~.as well as knowledge of previous expenditurc::pattcm:.> and 
chanPinq crrcUI!lSta:nces.. Implementaticnof the, F1TI'::.mciaJ.~Nlanagem.ent System (F1vIS), a 
comprehensive financial system integrated tire Human Reso1l:[C.eS fufo:rrnaticm S.ySt.~lIl, 

improved abilir-y to monitor .and control expenditures and tO~-S'Irr::ces.sfully implement: 
c;.z...pC'littrt-ure restrictions. AdUitional tools beiD~ .develope([ t01ntegrate the FlAs system. with: 
other information systeD:1S will furtherimprO'Ve financial controls during the co1T!l'l.giiscalyear. 

The Board of Educ.ation received detailed fmancial status reports throughout t.~e past year. ·Each 

month, beginning November, the Board h&& discussed.J..he fin2Dcial .stB-tus.. report at 

meetings. rep0rts have been transmitted to the county executive, the .county's 

l'vla.nag-ement and Budget, and the County Council. Ff 2009 e:<:.pcm:ditures are in line with 

the indicated in monthly reports. The following summary presents the results in each 

of the categories i...n wbich actual expenditures through June 30, 2009, differed from 

appropriati on. 


Category 1, Administration, reflected a surplus of $1.931,0(}1). The surplus is a result of 
than budgeted SalLLty and turnover savings ($500,000) and o(i1er s:avirrgs as a result of the 
comprehensive expenditure restrictions ($1,400,000). Savings in Category I ill-e 4.4 percent of 
budgeted eXpenditures. ( 

Category 2, lvlid-Ievel Administration, reflected a surplus of $3;381,000. The surplus i& a 

of greater t1'1an budgeted lapse and turnover savings ($1,300,000), reductionK ill. the acquisiti-on of '. 

instructional materials ($250,000), and other savings as a result of the com.prehensive 

expenditure restrictions ($900,000): A portion of the savings resulted using temporary 

part~time employees to fill some vacancies. In- addition, $900,000 In surplus resulted from 

t2l..ki.ng a reduction eight ele.BJ.€.rrt-ary ,?0sitioI!.S ITmIl. Category 3, Instructional Silari~g, 


rather-than~Category 2,creating a SYFplus-in.:Lllis category. -SIl.virrgs-irrCategory 2 are 25 percent 

of budgeted expenditures, 

Category 3, lnstroctional Sala.ries, reflected a surplus of $4,915,poO. The projected surplus is -a 

result of lower than projected expenditures for D:o:a-position salaries, primarily because of 'tL':te 

comprehensive expenditure :restrictions, including substitutes ($1,100,000), sick and annual leave 

pa-y-out- for terminated employees ($300,000), clefical support ($200,000), extracurricular 

activities stipends ($300,000), and professional part-time salaries ($1,500,000). Additional 

savings were realized because of staff development activities limited by the comprehensive 

expenditure restrictions ($1,700,000) and reduced usage of staff development substitutes 

($650,000). These savings are partially offset by a deficit of $900,000 resulting from taking a 

reduction for eight elementary intern positions from Category 3 rather than Category 2, Mid

level Administration. 


http:Reso1l:[C.eS
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Members ofi:h:e Board oLEducation:... 3 27,2009 


Category TextbooYJ; and LTlstructlona!. Supplies, reflected a surplus of $40651,000. Tue surplus 

reduced central acquisjtion of textbooks. and instructional materials based on the 

expenClitDre Testri-ctlonsc ($3,600,000), savings instructional materials L'1e 
oRIce- of CUrriCuilJffi and illstwctionm: Programs. ($7C,{},OO8), and lowCL 1:h;an projected" 

tra:rm:n-gmaterials by the Office o£Organizatiorral De~",e:lDphlent ($300,000)_ 

Category "Other ITlStra-ctional Cests, reflecteD a surplTIS $2,lQ5,000. The ·su..rplus is a result 
savings as a result of the comprehensive expenditure restrictions. Savings includ.e::d:Jower than 

~a...-:tucil-'llted c.ont:;actual s.ervices expenditnre-s ($70U;000), development expenditures 
($500-J)DD)., ;:"":;nting services ($100,000), school :furniture and equipment {$3DO-,t)f)U}, 
($200,000), and miscellaneous accounts ($300,000). 

Savings in regular instr!lctioI'.! costs-in Categories 3, 4, andSa.."l:':l4 percent of budgeted 
expenilitl.1t-es. 

Category 6, Special Education, reflected a surplus of $4,180,000. The surplus is due primarily to 
lower u'la:u:budgeted actual average' salaries for staff ($1,000,000), greater than anticipated salary 

and ttllllOver savings ($3,000,000), 3.t'1d a net s-LlIplus in non-position accounts resulting 
from the comprehensive expenditure restrictions ($900,000). There also is a surplus of $600,000 
due to greater than projected revenue for Medicaid that resulted from a moratorium on proposed 
new regulations that would have limited federal reimbur:sement. The surplus Medicaid 
revenue decreased local fundLng for special education expenditures_ The surplus partially 

by higher than at"Jticipated costs of nonpublic placement tuition for special education 
sn:ll1ents ($1,300,000). Savi:ugs Category 6 'are 1.7 percent budgeted expenditures. 

Category 7, Student Personnel Services, reflected a deficit of $134,000_ deficit is u~e result 
of lower than anticipated salaFj lapse and turnover

Categorf..8; Health Services, re:flected a surplus of $26,000' due to lower_ than anticipated 
program needs. 

Calegm::y-9-.,. Student Transportation, reflected a surplus of $3,958,000. The-projected surplus 
mainly the res-nlt low-er than budgeted diesel fuel costs ($2,100,000). These lower fuel costs 
r-enect the nationwide decrease in the cost of gasolin~~T.>Ji otherpetroleum products. FueL costs 
have averaged approximate!;y $2.15 per gallon compared to the budgeted amount of $2.75 per 
gallon.- The surplUS also resulted from lower than budgeted personnel and materiais costs 
reSUlting in part from the comprehensive expenditure restrictions, including higher than 
anticipated salary lapse and non-position savings ($1,300,000) and savings in bus parts and 
supplies due to reduced prices ($600,000)_ Savings in Category 9 are 4.3 percent of budgeted 
expenditures. 

Category 10, Operation of Plant and Equipment, reflected a surplus of $945,000. The surplus 
resulted from lower than anticipated expenditures for electricity ($650,000) as a result of new 



J.'-'l'.L'-"~LV-=_a deficit 
(EB-P) W~ 

T1~:'7';fl+.:r:;·i cost -projections make it prudent to increase 
as recommended by the County COTIITc:l 

J:\tLembers of Board of EducatioIL 2009 

lU.~.u.Ll/;::. procedures, ~'''''-.i.V than prices 
of budgeted expenditures. 

Cate'gDIY 11, }/wntenance of Elant. '-'-LJr~.o- of $461,000.reflected Tr""1e sn:rpl1.!S from 
'bgi"ler DUt:1g;ei:ell .tapEe ($800,000), parLially offset -higher than 
-budge~Y-FnriiD..l..-res -for-maintenance and .materials f$3-0D,OOO-)_ in Categorj 
11 are 1.4jIe.ll.-ent budgcicti-eXpv.llditures_ 

$0,922,000. Actual costs for the 'Rmploy~;: 
percent higher than budgeted ($5,500,000). Tn addition, 

contribution to r..es.el."'!e
consultant. These resollIces will 

available in future yean; to unexpected cost increases. The projected deficit due 
to the increased cost of reimbursements for tuition expenses ($350,000). The deficit 
was partially ofuetby a surplus resulting from lower t..h~n anticipa:1:eu social payments 
resulting from t..'fJ.e comprehensive expenditure restrictions ($1,200,000) and than budgeted 
costs for tuition in partnership programs ($750,000) .. 

In addition to the deficit in tax-supported ftlnds in CategoI'"Y 12, was a Category 12 deficit 
of $1,205,000 grant funds of anticipated ·employee benefits costs in the 
In..dividuals with Disabilities· Education (IDEA) Grant, requiri.iJ.g 3. of grant funds ;' " 

v-.ti7gory6, Special Education. 

I recowmend Board of J....A..LL.lL,C!.U.U approve following resolution resDIding categorical 

transf-e.J."""'S: 


.:w:HEREAS, Category Student Personnel Services. a deficit as of June 30, 2009, as a '-'.bH""-<."-AJ. 

oflov-ler·t.'l;.an expected lapse and tumo'ver sa'v1ugs; 

WHEREAS, Category 12, Fixed Charges; reflected a deficit as of June 30, 2009, as a result of 

higher than anticipated costs for health insurance for active and retired emplo.yees,.increased CQsts 


of tu-itiolrre'J1IlbtLTSement for employees, and an increased contribution 1D the Employee Benefit 

Plan; and 


WHEREAS, The l.equired funds- are avallab1e for transfer from Category 1, Administration; 

Category Mid-level Adminlstration; and Category 9. Student TranspoI1ation; at'"1d 


WHEREAS, Category 12, Fixed Charges, reflected a deficit in grant funds as of Jllile 30, 2009, as a 

result of higher than anticipated costs for employee benefits in the Individuals with Disabilities 

Education Act Grant; and 


WHEREAS, The required funds are available for transfer from grant funds in Category 6, Special 

Education; now therefore be it 


http:oflov-ler�t.'l;.an
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==~= 
That the S111)f;,rmtemjellt to the approval County 

Description 

1 Aclmiuil:.Ua:tiOTI -$1:,500,000· 
2 },·:fid-}e:-qel-~",+rn"""'·i<:';'"'""t1 3,000,000 
7 Stude~I:Sonnel $200,000 
9 ·StuiJ.entTrmu>Dort."tion .... 

Fixed Charges 7~500.000 

Tot::ll 

be it further 

mten<:ieIl.t of schools be \JLt.L.\.A~., subject to the approval County 
categorical transfer funds: 

Tv' 

6 

Total $L205.000 

be it further 

==:..;..;;;..=. Th.-at the county executiY.e...aod. Co:unty Council be given a copy of this resolution~ and be 
it Willer 

-Resolved, TIlat-the county executive be requested to recommend approval of categorical 
!P'..nsfers to the County '-'v''-'u.......... 

JDW:LAB:MCS:jp 



OFFICE OF THE COm,;rTY EXECUTIVE 
ROCKVILLE, MARYLAND 20850 isiah Leggett 

County Executive 

ME lvtO RA N DUM 


September 16,2009 


Yo: 

FROM: 

Phil Andrews, President, County Council?0_ 
Isiah Leggett, County EXeCUtiVe~~ 

SUBJECT: Transfers Among Major Categories 0-285 
FY09 Operating Budget, Montgomery County Public Schools, $7,700,000 
and FY09 Operating Budget, Montgomery County Public Schools 
Grant Funds: $1,205,000 

On July 27,2009, the Board ofEducation requested transfers of funds among 
State categories to align FY09 budgeted appropriations with actual expenditures. This is an 
annual bookkeeping transaction that has no impact on County resources. 

The Board requests transfers of $7,700,000 and $1,205,000 (grant funds). This 
request would offset deficits in Student Personnel Services (Category 7) .and Fixed Charges 
(Category 12) by transferring surpluses from Administration (Category 1), Mid-level 
Administration (Category 2), Special Education (Category 6), and Student Transportation 
(Category 9). 

The preponderance of the deficits was caused by higher than expected costs for 
the Employee Benefit Plan, an increased contribution to the Employee Benefit Plan, the increased 
costof reimbursements for employee tuition expenses, and higher than anticipated employee 
benefits costs in the Individuals with Disabilities Act gnmt~granLfunds). The surpluses used to 
balance these deficits are due primarily to savings achieved by comprehensive expenditure 
restrictions, a hiring freeze, greater than budgeted lapse and turnover savings, postponing the 
acquisition of textbooks and instructional materials, and lower than budgeted diesel fuel costs. 

I recommend that the County Council approve these categorical transfers of 
$7,700,000 in operating funds and $1,205,000 in grant funds for the FY09 Operating Budget. 

IL:bd 


