OFFICE OF THE COUNTY EXECUTIVE
ROCKVILLE, MARYLAND 20850

Isiah Leggett
County Executive
MEMORANDUM
January 16, 2018
TO: Hans Riemer, President, Montgomery County Council

FROM: Isiah Leggett, County ExecutW 4&#

SUBJECT: Recommended FY 19 Capital Budget and

Amendments to FY 19-24 Capital Improvements Program (CIP)

In accordance with the County Charter, | am pleased to tranamit the County Executive's Recommended FY 19 Capital Budget
and Fiscd Y ear 2019-2024 Capita Improvements Program (CIP). This CIP, my last as County Executive, balancesthe god of fiscal
prudence with meeting the facility and other capital needs of arapidly growing and changing population.

The Capital Improvements Program isintended to be adocument that helps map out much of the future of the County. A CIP
should communicate the priorities of the community while ensuring that the fiscal hedlth of the County government is sustained. |
believe my Recommended FY 19-24 CI P accomplishes both of these important objectives.

Asinthe past, my recommendations continue to prioritize funding for education, economic development, critica
transportation projects, affordable housing, and coreinfrastructure. Inthis CIP, | am recommending asix-year tota of $4.521 hillion
which iswithin the Council's approved Spending Affordability Guidelinesfor Generd Obligetion bonds, leverages significant
non-County resources, and recognizes constrained current revenue resources which would directly compete with funding for the
Operating Budget.

During my 11 years as County Executive, we have worked closely to ensure that our common priorities and shared vaues
become redlitiesin the form of schools, libraries, roads, parks, and other County facilities that make Montgomery County adesirable
placeto liveand work. | ook forward to continuing our productive partnership in serving the residents and businessesin Montgomery
County.

Capital Budget Context

In October, the County Council agreed with my recommendation that Generd Obligation bond borrowing should be gradualy
reduced. This adjustment to our bonding levelsis necessary to maintain required reserves, improve our operating budget flexibility over
time, and, at the sametime, maintain acapital program that meets our community's needs. Asareault, the assumed annud Generd



Obligation bond issuance was reduced over the next four years from the current $340 million ayear to $300 million ayear, representing
anet Sx-year reduction of $198 millionin Generd Obligation and Pay-As-Y ou-Go (PAY GO) funding. Generd Obligation debt service
doneisequd to 10.8 percent of generd fund revenues. Given other inflexible budget components, such as Montgomery County Public
Schools (MCPS) and Montgomery College Maintenance of Effort requirements, and pension and related helth benefits, the Council
agreed that the County needed to improve its ability to weether future economic downturns. Reductionsin Genera Obligation debt
will aso becriticd in maintaining our AAA bond rating, which alows the County to borrow inexpensively, ensuring that our taxpayers
aewd|-served.

Thewisdom of our decision to dow the growth of our debt service payments was highlighted in November when actudsand
revised operating budget revenue projections showed a significant reduction ($216 million) for FY 17, FY 18, and FY 19. Reportsfrom
other jurisdictionsin the State and the Comptroller of Maryland staff indicated that changesin taxpayer behavior related to anticipated
changing federd policies appear to belargely responsible for reductionsin capitd gains related income taxes.

At the sametime, the projected growth of recordation tax and impact tax revenues was adjusted downward, reflecting lower
than expected revenuesin both categories. This adjustment resultsin areduction of $47.6 millionin FY 19-22. Thelargest reductions
were related to Recordation Taxes and Schools Impact Taxes ($41.3 million) - two important funding sources for Montgomery County
Public Schools capitd projects.

Significant uncertainty remains aswe look ahead to developing the FY 19 operating budget. Asaresult, | have postponed many
recommendations on increased requests for current revenue until they can be considered in the context of other operating budget needs.
In addition, | have reflected the proposed current revenue related savings plan CIP amendmentsin my Recommended FY 19-24 CIP.

Children Prepared to Live and Learn

In November 2006, when | first was el ected County Executive, enrollment in Montgomery County Public Schoolswas
138,520 students. Today, estimated enrollment for the 2017-18 school year stands at 161,546 students - an increase of over 23,000
students or 16.6 percent. Changing demographics primarily related to increasesin students with low-incomes, studentswith
disahilities, or sudents for whom English isasecond language, have led to educationd initiatives and facility requirements designed to
ensurethat al students maximizetheir potentia and are prepared for future educationd and career opportunities.

For these reasons, | am recommending a$1.751 hillion capital budget for the Montgomery County Public Schools. Despite
sgnificant reductionsin Genera Obligation bonds, school impact taxes, and recordation taxes, this budget increases Montgomery
County Public Schools funding $7.5 million above the Amended FY 17-22 CIP. If approved, the recommended funding level represents
the highest funding ever provided to Montgomery County Public Schools. Under my Recommended CIP, funding for Montgomery
County Public Schoolswill have grown by $577.8 million, or 49.2 percent over the prior 12 years.

During thelast 11 years, over 21,000 classroom seats have been added in six new schools, 44 additions, and 27 school s that
have had mgjor renovations and expansions. Given our limited resources and enormous needs, | support the new agpproach the Board
of Education and Superintendent are taking to the Montgomery County Public Schools Renovation/Expansion program. This new
initiative pardlels an gpproach we have taken with libraries and a number of generd government buildings and has proven an effective
way to deliver moretimely, efficient facility improvements.

The Recommended FY 19-24 CIP assumes $355.2 million in Sate Aid. Last year, State Aid was $59.2 million - a$19.2 million,
or 48 percent, increase over the State Aid approved in FY 07. Wewill need to maintain our collective effortswith our State delegation,
the Board of Education, and Parent Teacher Associations to maximize State Aid for school congtruction.

| recommend atotal FY 19-24 six-year CIP of $281.2 million for Montgomery College. Thisincludes an increase of $4.9 million
in thefirst four years of the CIP, despite diminished County resources. In addition, $21.3 million has been added for anew project to
renovate the College's Rockville, Takoma Park/Silver Spring, and Germantown libraries; funding to begin congtruction for the
Germantown Student Services Center isincluded; and a$1.5 million increase to the Collegewide Physica Education Renovations
project has been recommended to address cost increases in the project. During the Six-year period, the Germantown Science and
Applied Studies Phase 1 Renovation, the Rockville Student Services Center, and the Takoma Park/Silver Spring Math and Science
Center projectswill dso be completed, and previoudy approved funding for the Collegesleve of effort projects are assumed.
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My Recommended CIP assumes $68.7 million in State Aid - including $10.7 million for the library renovation project. The
recommended budget has assumed adelay in the library renovation project to dlow the College the opportunity to pursue State Aid
funding and to address affordability concerns.

Thisyear's CIP continues my legacy of support for the College capita program. For example, the Germantown Bioscience
Education Center ($93.1 million), the Rockville Science West ($35.3 million) and the Rockville Science East ($29.1 million) projects
have al been completed in recent years. Other large College projects completed during my tenureinclude: the Takoma Park Cultura
Arts Center, the Rockville Science Center, the Rockville Parking Garage, and the Science and Applied Studies project. The County aso
facilitated the financing of an administrative building which has dlowed the Collegeto reduce leasing codts.

A Strong and Vibrant Economy

The Recommended FY 19-24 CIP includes continued support for critical economic development initiatives that support
trangt-oriented devel opment of some of the County's most important job hubs. These CIP projectswill aso leverage significant
private investment. Funding to support relocation of the Marriott Corporation's new 700,000 square feet Class A corporate
headquarters to Bethesda and construction of anew 230-room adjacent hotel has been maintained. The County's support for the
project leveraged $22 million in State incentives and $500 million in capitd investment and will house upwards of 3,500 permanent
employees or equivalent contract workers.

County investment in critica White Hint areatransportation projects hasled to the fully designed and partialy constructed
White Hint Western Workaround, aswell asthe completion of the first suburban separated bike lanes. The Western Workaround road
redignments and the new Conference Center parking garage have been key to moving forward with the redevelopment of White Hint.
Thisredevelopment has been ashared priority and will significantly increase the County'stax base. In the past two years, additiond
site plans have been gpproved for Pike and Rose and East Village, and another site plan isunder review for North Bethesda Center. At
Pike and Rose, over 850 new residentid units, anew hotel, and over haf amillion square feet of commercid devel opment has been
delivered, resulting in the transformation of asuburban retail center into athriving, walkable, mixed-use neighborhood. A new 300,000
square foot office building is currently under review.

Even with this significant development, growth in the White Flint Specia Taxing Digtrict's assessable base has been dower
than projected. Asaresault, it islikely that an increase to the pecia tax will be needed to support the digtrict's infrastructure needs, and
some projects not designated by the Council for advanced funding will need to be delayed. Further andysis of thisissueis plannedin
the coming months, and | will provide the Council with recommendations et that time.

Congtruction has dso begun on the Wheaton Redevel opment project with work on the new Maryland-National Capita Park
and Planning Commission (M-NCPPC) headquarters building underway. Officesfor the Department of Permitting Services, the
Recrestion Department, the Community Use of Public Facilities, and the Department of Environmental Protection, aswell as other
County functionswill be co-located with M-NCPPC - fostering operationd synergies and reducing County leasing costs. All of these
uses, coupled with the new Town Square and public garage, are expected to spark additional daytime business activity near the
Wheaton Metro Station. The County's private partner in the project will aso redevelop the Silver Spring site of the current M-NCPPC
headquarters building once the Wheaton project is completed - creeting further economic growth.

White Oak Redevelopment funding isincluded to implement the White Oak Science Gateway Master Plan vision of housing,
retail, and ahub for medica and life-sciences research adjacent to the U.S. Food and Drug Administration headquarters. The proposed
development will expand the County and State tax base, transform formerly industria property to a mixed-use employment hub for
the eastern part of the County, and link to job centersin other parts of the State. The County's development partner has started
development entitlementsfor the entire 280-acre project. Sketch plan approva was obtained in December 2017, and preliminary plan
submission to M-NCPPC will occur this spring.

The Smart Growth Initiative has succeeded in moving many County industria uses off valuable property adjacent to transit
facilitiesto leverage private trangt-oriented devel opment in the Shady Grove area of the County. The Liquor Control Headquarters and
Warehouse, the Public Safety Headquarters, the 1<t Didtrict Police Station, the Equipment Maintenance and Transt Operations Center,
the Montgomery County Public Schools Food Fecility, the Public Safety Training Academy, and most recently, the MCPS &
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M-NCPPC Maintenance Facility have dl been completed. These facilities provide for improved operations and avoid significant
renovation costs of outdated and undersized facilities.

Redeve opment of the west Side of Crabbs Branch Way, Westside at Shady Grove Metro, is underway with completion of the
first mixed use residentia-retail building and a portion of the first phase of townhomes. Plansare in processto issue a Request for
Proposasfor redevelopment of the old Public Safety Training Academy site. Collectively, we have not reached agreement on an option
for the rel ocation of the Montgomery County Public Schools bus depot operations. Until an dternative Site or gpproach is approved,
the remaining phases of the Smart Growth redevel opment have been delayed. While County staff continueto analyze possible
options, my budget recommends reductionsin the Montgomery County Public Schools Bus Depot and County Radio Shop projects.
Failureto ultimately resolve thisissue will result in land usesthat are incons stent with transit-oriented devel opment and the Shady
Grove Sector Plan that the M-NCPPC, the Council, and | al supported. | hope that in the future we can bring thisissueto fina
closure.

Affordable Housing in an Inclusive Community

One of the accomplishments | am most proud of during my time as County Executive is the progress we have madein
increasing and preserving the availability of affordable housing. Since 2008, we have invested over abillion dollarsto preserve or cregte
more than 63,000 affordable housing units. Included in these numbers are 16 new senior housing projects with over 1,900 senior rental
units.

The Recommended FY 19-24 CIP provides an additiona $33 million for the Affordable Housing Acquisition and Preservation
program, exceeding by $110 million the County'sgod of providing $100 million in funding for public-private partnershipsto maintain
and grow the stock of affordable housing for low-income residents;, including the growing senior population.

In addition, the County has made in-kind contributionsin support of affordable housing through below-market land sales
which dlow for the crestion of affordable housing units. The estimated land value of these contributionsis $37.8 million.
An Effective and Efficient Transportation Network

The Recommended CIP providesfor abdanced, wel-designed transportation network which contributes to economic
development, efficient mobility, public safety, and public recreation - al factorsthat are important to our community's quaity of life.

Mass Transit and Pedestrian and Bicycle Facilities

e Maintain support for the Purple Linelight rail project and the related Bethesda M etro Station South Entrance, Capital Crescent
Trail, and Slver Spring Green Trail projects.

Congtruct thefirgt phase of the Bus Rapid Transit (FLASH) System on Route 29 and continue to plan for the MD355 corridor.
Purchase 40 replacement busesin FY 19

Integrate pedestrian and bicycle facilitiesinto al County roads projects.

Congtruct new sidewalks and a pedestrian bridge on Good Hope Road and new sidewalks on Oak DrivelM D27 to address
safety concerns and provide safe accessto anearby recreation center, park, school, and adjacent neighborhoods.

Condtruct protected bicycle lanesin Downtown Bethesdato be known asthe "Bethesda Circle.”

Complete congtruction of the Metropolitan Branch Trail, including a grade-separated bridge over Georgia Avenue.

Complete congruction of the Franklin Avenue Sdewalk, Frederick Road Bike Path, MacArthur Boulevard Bikeway
Improvements, MD355 Crossing (BRAC), MD355-Clarkshurg Shared Use Peth, and the Metropolitan Branch Trail projects.

Maintain funding for Bicycle-Pedestrian Priority Arealmprovements and increase funding for Bikeway Program Minor Projects
aspart of theVidon Zero initiative.
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Bridges, Roads, and Tr affic | mprovements

e Replacethefailing Beach Drive Bridge over Silver Creek and rehahiilitate the Brighton Dam Road Bridge to enhance sefe travel
and theintegrity of the dam. The Brighton Dam project will be funded in part by contributions from Howard County and the
Washington Suburban Sanitary Commission (WSSC).

e Complete congtruction of the Dennis Avenue and Gold Mine Road replacement bridges.

e Begin design of the Montevideo Road and Zion Road bridges and provide funding for emergency renovationsto culverts on
River Road, Belfast Road, Falling Creek Drive, and to repair 25 other failing culverts.

e Acquire land and begin congtruction of anew Dorsey Mill Road Bridge to provide an east-west connection between Century
Boulevard on the west side of 1-270 with Observation Drive on the eest Sde of 1-270.

e Exigting facility planning funding will be used to conduct astudy of travel time and reliability improvements aong Route 29
between Tech Road and downtown Silver Spring. This study will include an assessment of dternatives such as managed lanes,
dedicated buslanes, and intersection improvements.

e Provide $165.4 million in White Hint road and traffic improvements to support redevel opment.

e Complete congtruction of Montrose Parkway East to improve treffic in the White Flint area

e Complete congruction of the Snouffer School Road, Snouffer School Road North, East Gude Drive, and Seminary Road
I ntersections Improvements projects to reduce traffic congestion and improve safety.

e Continue partnerships with devel opersto support development in the Clarksburg areathrough the Clarksburg Transportation
Connections, Subdivision Roads Participation, and State Transportation Participation projects.
e Continue funding Goshen Road South to support the Gaithersourg/Montgomery Village area.

e Begin funding for design for Observation Drive Extended, anorth-south road extension connecting north Germantown to
Clarksburg.

o Replace gpproximately 26,000 streetlight fixtureswith light-emitting diodes (LED) now that the Maryland Public Service
Commission hasrevised itstariff structure to facilitate cogt-effective energy savings contract financing.

Vison Zero

The multi-department Vision Zero Initiative expands upon the existing Pedestrian Safety initiative to address al traffic-rel ated
injuries and fatdities. Under the Two-Y ear Vision Zero Action Plan, the County will focus on County roads and continue working with
the state of Maryland to reduce injuries and fatalities on Sate roads. The god isto reduce severe and fata traffic-rdated injuries by 35
percent by 2019 with an ultimate god of diminating severe and fatd collisionsin Montgomery County by 2030. The following
projects have received increased funding in my Recommended CIP for Vison Zero activities: Bikeway Program Minor Projects,

I ntersection and Spot Improvements, Pedestrian Safety Program, Traffic Signas, Good Hope Road Sidewalk, Oak DrivelM D27
Sdewak, and Bethesda Bikeways. All trangportation projects going forward will support the Vision Zero program gods.

Highway Maintenance

While these new transportation projects areimportant, it isjust as critica to maintain existing roads and infrastructure. That is
why my Recommended CIPincludes an $18.1 million increasein FY 19 funding for Permanent Patching: Residential/Rurd Roads,
Resdentia and Rura Road Rehabilitation, Resurfacing: Resdentia/Rura Roads, and Resurfacing: Primary/Arterid Roads projects, and
a$34.4 million, or 18 percent, increase in overal Highway Maintenance project funding. Last year's gpproved budget for FY 19 was
inadequate to address residents many road repair requests, and my recommended funding levelswill begin to addressthisissue. For the
period from FY 08 to FY 19, funding for Primary/Arteria and Residentid/Rurd road repairswould increase to $93 million and $213
million, respectively, under the Recommended CIP. This condtitutes a$54 million increasein Primary/Arteria road repairsand a$198
million increasein Residentia/Rurd road repairs when compared to the prior 12 years.

The Recommended CIP aso maintains significant funding for level of effort projects related to maintaining other key
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components of our transportation network such as bridges, traffic signds, trangportation management systems, bus stops, sdewalks,
curbsand gutters, parking lots, street trees, and guardrails.

Safe Streets and Secure Neighborhoods

My Recommended CIP aso makes sgnificant progressin providing modern public safety facilities. Aninterna review
identified a series of improvements needed in our leased Public Safety Communications Center (PSCC) facility to improve redundancy
in eectrical and heating and air conditioning systemsto ensure ongoing center operations. Furthermore, under the current lease terms,
the County can exerciseitsright to purchase the facility in FY 18 with aclosing datein FY 19. | do not believe thismisson-criticd
function should be housed in aleased facility. Asaresult, | am sending under separate cover aPSCC supplementa to fund these
upgrades and to purchase the current PSCC building. This makes operationd and financid sense asthelease savings would exceed debt
service cogts within four years.

The Recommended CIP dso includes fundsto finaly build the long-planned 6th Didtrict Police Station. Asyou may recdl,
land was acquired, plans were designed, and then the project was indefinitely postponed due to affordability congtraints. | have
included fundsto complete the project. Lease savingswill be realized upon completion of the 6th District project.

The station will join the new 1<, 2nd, and 3rd digtrict stations, the new Public Safety Training Academy, and the Animal
Searvices and Adoption Center as modern, state of the art police and anima shelter facilities which we have completed over thelast 11
years.

My Recommended FY 19-24 CIP provides $113.7 million for Fire and Rescue projectsthe largest of which provides $49.0
million to replace aging fire apparatus. Totd coststo complete the new White Hint Fire Station No. 23 in FY 23 ($29.3 million) and the
new Clarksburg Fire Station in FY 22 ($30.6 million) are dso included. | am pleased to report thet we have dso worked with the WSSC
to secure $2,533,200 in funding to help bring sewer to the Clarksburg historic digtrict. | am sending an FY 18 supplementd for the
Clarksburg Fire Station project to begin this sewer work, and my Recommended CI P assumes some accel eration of the Clarksburg Fire
Station project to complete the project more expeditioudy. Again, completing this project will alow the County to begin redizing lease
savings, and will makeit less costly for private property ownersto connect to sewers as aging septic systemsfail.

In addition to the Kensington (Aspen Hill) Fire Station No. 25 Addition which will be completed in the coming year, these
new Fire and Rescue facilitieswill add to the new and upgraded facilities that were completed over thelast 11 years: Kingsview Fire
Station No. 22; Milestone Fire Station No. 34; Burtonsville Fire Station No. 15 Addition; Takoma Park Fire Station No. 2; East
Germantown Fire Station No. 34; Travilah Fire Station No. 32; Whesaton Volunteer Rescue Squad; Cabin John Park Volunteer Fire
Station No. 10; and Glenmont Fire Station No. 18 Replacement.

Progress has been made on two Department of Corrections and Rehabilitation projects aswell. The Pre-Release Digtary
Center Renovation project will begin congtruction in winter of 2018 with the State funding nearly 50 percent of the project cods.
Completionisanticipated in FY 20.

In addition, County and State executive and judicia branch agencies have worked in partnership to identify an option to
replace the existing Montgomery County Detention Center that could better serve the growing population of offenders with mental
illness and/or substance abuse disorders. In concept, the facility would provide: 1) a Restoration Center to deflect and divert such
individuasin contact with law enforcement when gppropriate; and 2) a Central Processing/Detention component to process new
arrestees and detain remanded individuas. The expanded scope resultsin avery expensive facility with sgnificant operating cost
implications. This approach requires substantial support from multiple State agencies, aswell as Federa agencies and private partners,
to proceed. The Recommended FY 19-24 Capita |mprovement Program provides placeholder funding for design while the feasibility of
assembling sufficient outside support is determined.

The Public Safety System Modernization (PSSM) project is nearing completion. The Computer Aided Dispatch system went
livein April 2017; the Fire Station aerting system has been ralled out; and the radio system project successfully completed the
County's acceptance testing. Work continuesto ready 22 new and existing radio system antenna sites, with planned completion by the
end of FY'19. The law enforcement records management system (LE-RMS) project team hasidentified key business processes and
requirementsin order to define the project scope and acquire asolution. | recommend a $32,000 supplementa to dlow volunteer fire
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departments to contribute funds to support PSSM componentsin their tations.

Healthy and Sustainable Communities

This Recommended CIP includes $11.75 million to creste anew Child Care Renovations project to replace aging modular
fecilitiesand make Americans with Disabilities Act improvementsin child care facilities and playgrounds. Funding has aso been
maintained to construct a replacement Avery Road Treatment Center through a public-private partnership with assstance from the
State, and planning funds have been added for a High School Wellness Center a John F. Kennedy High Schoal.

Commercid revitdization activities are ongoing in Burtonsville and the Colesville/New Hampshire Avenue corridor. These
projectsfacilitete smaller scale revitdization by providing assstance to older loca, neighborhood retail centersto enhance their viability.
Project dementsinclude gateway signage, pedestrian lighting, acquisition of facade easements, and other streetscape and landscaping
dements.

My Recommended CIPincludes over $217 million in funding for M-NCPPC projects, whichisa$32.5 million, or 17.6
percent, increase in funding compared to the Amended FY 17-22 CIP. The Recommended CIP complieswith the Spending
Affordability Guidelines (SAG) for Genera Obligation Bonds and M-NCPPC Bonds, which were gpproved by the County Council at
alower leve than assumed in M-NCPPC'srequest. To provide M-NCPPC with maximum flexibility to prioritize the use of these
funds, | have recommended genera reductions that incorporate feedback from M-NCPPC staff and reflect affordability congtraints.
Conggtent with the priority | have placed on the Vision Zero initiative, | fully support M-NCPPC's efforts to improve safety at
road-trail intersections. Furthermore, M-NCPPC's "refresh gpproach to park renovationsis cons stent with the gpproach we have
taken with libraries and other County Government projects. | believeit isamore responsive and gppropriate approach to meeting
community needs. | am aso pleased that with most of the needed appropriation in place, the Cricket fidds at the South Germantown
Recregtiond Park and the Josiah Henson Historic Park will proceed in the early years of the CIP.

Since FY 08, Montgomery Parks has added over adozen new or renovated parksincluding: Woodstock Equestrian Park, the
County'sfirst equestrian park with 870 acres; Urban parks such as Germantown Town Center, Kemp Mill, and Western Grove Urban
Parks (in progress); aswell as Woodlawn Barn Visitors Center; Greenbriar Loca Park; Darnestown Heritage Park; Elmhirst Parkway
Neghborhood Park; and Warner Circle Specia Park. Other new M-NCPPC facilitiesinclude: Matthew Henson Trail (4.2 miles of hard
aurfacetrail); Black Hill Trail Extenson (1.2 miles of hard surfacetrail); Rock Creek Trail Pedestrian Bridge over Vers Mill Road; King
Dairy Barn Mooseum at South Germantown Recreationa Park; and synthetic turf ballfieldsfor Blair Locd Park, Martin Luther King,
J. Recredtiond Park, and Fairland Recreationa Park.

A hedthy environment isaso critica to maintaining the health of the community. Montgomery County has been aleader in
the State and in the nation in protecting and improving weter qudity. Currently, staff from the Department of Environmental
Protection are assessing their significant progressin achieving our current permit god of tregting 3,778 acres of impervious surface, and
they are dsoin takswith the Maryland Department of the Environment regarding specific future permit requirements. Asaresult, the
ClPislikely to include amendments this spring to reflect updated information about the County's progress towards meeting current
and future requirements.

The CIP was developed with the intent of limiting increasesin the Water Quality Protection charge. Asaresult, the
Department of Environmenta Protection will pursue low-cost Maryland Water Qudity Revolving Loan funds, and | have deferred any
decisions about adding new coststo the Water Quality Protection Charge until thefull operating budget context and State tormwater
management requirements are known. Funding for level of effort sorm drain projects aso contributes to improving the qudity of loca
streams.

Improvements to the Gude Landfill are dso funded in the Recommended CIP. Theseimprovementswill provide remediation
of low-level environmental contamination at the landfill, required by the Maryland Department of Environment, while addressing
concernsraised by the adjacent community and alowing planning for potentia future uses of the property.
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Vital Living for All of Our Residents

The Whesaton Library and Recreation Center will be completed in 2019. This modern, co-located facility, will bethefourth
new recrestion center completed during my time as County Executive - complementing the programs and recreationd facilities provided
by the Mid-County, White Oak, and North Potomac Community Recreation Centers.

Aspart of my FY09-14 CIP, | initiated upgrades to anumber of our smaler neighborhood recreation centers. Renovations of
the Plum Gar and Ken Gar Neighborhood Centers were completed in 2013; the Scotland and Ross Boddy Neighborhood Recreation
Center renovations were completed in 2014 and 2016, respectively; and the Good Hope Ne ghborhood Recreation Center renovetion
will be completed in 2018.

Aquaticsfacilitiesaredso prioritized in my Recommended CIP. | am recommending funding for anew Martin Luther King, J.
Indoor Swim Center Renovation project. This project is needed to provide an orderly replacement of the pool's roof, HVAC, pool
filtration, and pump systems to avoid extended unplanned emergency repairs. In addition, the pool's dive tower will be repaired to
addressthe structura degradation and concrete erosion issuesthat have resulted in the closure of the dive tower. The previoudy
approved South County Regiona Recregtion and Aquetic Center and the Kennedy Shriver Aquetic Center Building Envelope
Improvement projects are expected to have cost increases and schedule adjustments. The Housing Opportunities Commission is
determining final South County project costs. Once costs arefindized and a Generd Development Agreement has been prepared, | will
submit asupplementa appropriation request for additiona funds. The Kennedy Shriver Aquatic Center (KSAC) project has been
delayed to avoid closing the MLK and KSAC facilities a the sametime. Cost increases related to construction delays and
Whegton/Glenmont Outdoor Pool improvements needed to provide an extended season dternative location during the KSAC closure
have been included in the Recommended CIP. Theseinvestments in aquatics facilities add to prior improvements made to the Western
Outdoor Pool and the KSAC Dive Tower.

My Recommended CI P includes funding to maintain the Cost Sharing project funding for Arts Facility grants. Sincethe
inception of the Arts Facility grants, the Cost Sharing project has provided $5.7 million to support 37 facility improvement projects
that enhance the financia viability of arts organizations. These arts projects complement prior investmentsin developing The Fillmore
Silver Spring, Strathmore Arts Center renovations, and providing space for arts groupsin facilities such asthe Silver Spring Library.
Funding has aso been included to conduct afeasibility study for apossible public- private partnership to develop a children's museum
in the County.

Public Libraries dso figure prominently in my Recommended CIP. As previoudy mentioned, the Wheston Library and
Community Recregtion is expected to open in 2019. This budget aso continues funding for the Library Refurbishment and 21st
Century Library Enhancement projects. These projects support the popular Library Refresh initiative begun in FY 15. Through this
effort, gpproximately two libraries ayear will be assessed and updated with minor programmatic renovations, painting, carpeting,
furniture and technology upgrades, Americans with Disability Act improvements, and other system upgrades. Already, the
Twinbrook, Kensington Park, Little Falls, Agpen Hill, Davis, and Quince Orchard Libraries have benefitted from the codt effective,
quickly executed refresh projects. During the FY 19-24 CIP, another 12 libraries will also be refreshed. The schedulefor the Noyes
Library for Y oung Children Rehabilitation and Renovation project schedule has been adjusted to reflect progressto dete. The project
has been submitted to the Maryland Historic Trust (MHT) for the review and crestion of a Memorandum of Agreement (MOA)
between the MHT, the County, and the Noyes Library Foundation. The MOA is expected to be hepful for private fund raising. When
you consider the County's prior investmentsin the Olney Library, Gaithersburg Library Renovation and Addition, and the new Silver
Spring Library, itisclear thet librariesare acritica community and learning resource for our diverse county.

A Responsible and Accountable County Government

The Recommended FY 19-24 CIP maintains funding for our critical level of effort maintenance projects and includesincreases
for: 1) time-sengtive replacement of the darm systemsfor the Executive Office Building, Judicia Center Annex and Judicid Center; 2)
replacement of R-22 refrigerant heeting and air conditioning systemsto ensure compliance with Clean Air Act requirements; and 3)
highway maintenance projects as previoudy indicated. Stand-aone projects to renovate the Council Office Building and Garage, and
the Grey Courthouse (Rockville Core project) are proceeding as planned. Replacement of the Executive Office Building hegting, air
conditioning, and ventilation system will take placein FY 20 and FY 21 with the anticipation that a portion of the work will be financed
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through utility savings.

The Department of Genera Services continuesto utilize Energy Systems Modernization, Planned Lifecycle Asset
Replacement, and other leve of effort project funding to refresh County government buildings. To date, the 401 Hungerford Drive
building and anumber of libraries have benefitted from the County government refresh approach, with 1301 Ficcard Drive, the
Pre-Release Center, and 8818 Georgia Avenuefacilities dated for the next round of renovations.

In 2018, information technology capabilitiesare critica to running an intelligent, efficient government. The Recommended CIP
indudes funding for the following initiatives:

e Completion of the Public Safety System Modernization project. Thisisin addition to prior mgjor investmentsin modernizing
the County's Enterprise Resource Planning system, the MC311 condtituent cal system, Health and Human Services Enterprise
Integrated Case Management system, the ActiveMONTGOMERY system to book classes and facilities, the Integrated Justice
Informetion system, the Intelligent Transit system, and Traffic Signal system.

e Development and enhancement of the County's Fibernet network which connectstraffic sgnals and cameras, schoolsand college
facilities, and other critical operationsin morethan 500 locations.

e UltraMontgomery - aninitiative to leverage the County's fiber investments to support research, innovation and economic
development.

Washington Suburban Sanitary Commission (WSSC)

The Recommended FY 19-24 CIP will fully fund the WSSC's request for $1,615.5 million - a$96.6 million or 6.4 percent
increase from the FY 18-23 approved WSSC CIP. The WSSC 6-year CIP will continue construction of wastewater trestment and solids
handling facility improvements at the regiond Blue Plains Advanced Wastewater Treatment Plant; repair, replace, monitor and protect
large cast iron and pre-stressed concrete cylinder pipe water mains, implement the Trunk Sewer Reconstruction project; and replace or
rehabilitate 45 miles of water mainsand 20 miles of sewer mainsin FY 19. Theseimprovementswill help achieve environmental gods,
improve service to customers, and improve efficiency within the Approved WSSC Spending Affordability Guidelines.

Fiscal Summary

The Recommended FY 19-24 CIP assumes Generd Obligation borrowing cons stent with the Council approved Spending
Affordability Guidelines (SAG) established in October 2017. The SAG guiddines assumed agradud reduction in annua issuance: $330
millionin FY 19, $320 millionin FY 20, $310 millionin FY 21, and $300 million per year in FY 22 - FY 24. ThisCIPdso dlocates
PAY GO funding a ten percent of the amount of General Obligation bonds to be issued each year, which is cons stent with approved
County fiscd policy, aswell as, with information we have shared with the bond rating agencies.

| believe thisfunding leve is necessary to improve our budget flexibility, to balance the needs of the operating and capita
budgets, and to maintain our AAA credit rating. It isimportant that we reduce our increases in debt service to improve future budget
flexibility and maintain our commitment to sound fiscal policies. Furthermore, the growth in school enrollment that has taxed our school
facilities dso strains our operating budget with state-mandated maintenance of effort cost increases estimated to be $24.6 millionin
FY 19 done. Debt service payments represent the fastest growing category of expenditures and have been crowding out funding for
other critica programsand services. At the sametime, our high credit rating alows usto borrow fundsfor the CIP at low rates,
increasing our long-term ability to meet community needs.

The recent fiscal plan indicated that due to reduced revenue estimates, operating budget resources will be significantly
congtrained. | do not believe it would be prudent to increase debt and the related 10 percent pay-as-you-go (PAY GO) levels beyond the
Council gpproved levelsfrom October.

Thetax-supported portion of the Recommended FY 19-24 ClIP totals $4.221 hillion, adecrease of $295.1 million or 6.5 percent
fromthe FY 17-22 Amended CIP. (Within the CIP, only Stormwater Management, Solid Waste, the Housing Opportunities
Commission, and the Revenue Authority are consdered non-tax supported.) With al sources of revenuefor dl agencies, excluding
WSSC, the Recommended CI P totals $4.521 billion for six years, adecrease of $416.3 million or 8.4 percent from the FY 17-22
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Amended CIP. Dueto the large costs coming into the FY 19-24 program from beyond the prior Six-year period for previoudy
approved projects and the reduction in available funds, there was little room in the CIP for new projects - and anumber of projects
were deferred to beyond the six-year period so that funding for Montgomery County Public Schools could be preserved

Other Funding Sour ces

Recordation taxes and impact taxes, respectively, account for $483.0 million and $322.4 million of the CIP funding. Long-term
financing is expected to increase significantly as Stormwater Management projects shift to low-cost State loansingtead of Water
Quality Protection bonds. State Aid accounts for $462.2 million of the CIP resources, areduction of $30.2 million primarily dueto the
completion of severd large State supported projects, such asthe Conference Center Garage, and reductionsin assumed State Aid for
stormwater management projects.

Current Revenue funding has decreased by $13.2 million in FY 19 based in part on the assumption that the CIP current revenue
reductionsin the proposed FY 18 savings plan will be approved by Council. Based on current projections, additiona current revenue or
other CIP reductions are likely to be necessary to help address FY 19 operating budget shortfdls. Asaresult, decisions on adding new
current revenue funding were generdly deferred until they could be considered in the FY 19 operating budget context.

Set Aside Consider ations

The recommended capita budget assumes a$178.7 million st-aside with $10.5 million available in FY 19 for anticipated future
2018 amendments and unanticipated needs. | have intentiondly left additiona funds availablein sat-aside for expected cost increases
associated with the South County Recreation and Aqueatic Center.

The proposds, highlighted in the pagesimmediately following and detailed in the specific FY 19-24 recommendations for
County Government, Montgomery County Public Schools, Montgomery College, M-NCPPC, WSSC, the Housing Opportunities
Commission, and the Revenue Authority, reflect the priorities of my administration. Companion supplemental appropriation requests
and CIP amendments are being tranamitted separately for the following projects. Clarksburg Fire Station, Long Branch Town Center
Redevel opment, Public Safety Communications Center, and Public Safety System Modernization.

Many people have helped to shape the recommendations | am submitting to you in these amendments, and | am grateful for
their efforts. | wish to thank the members of the Board of Education, the College Trustees, WSSC Commissioners, and the Planning
Board for their work.

Asdgated above, further recommendations releting to current revenue and other CIPinitiativeswill be provided once | have
findized my March 15th Operating Budget recommendations. | look forward to discussing with you any policy matters or mgor
resource alocation issues that arise this spring. Asaways, Executive Branch st&ff isavailableto assst you in your deliberations on the
Capitd Budget and CIP.

IL;jah

c. Stephen B. Farber, County Council Administrator

Michael A. Durso, President, Montgomery County Public Schools

Dr. Jack R. Smith, Superintendent, Montgomery County Public Schools
DeRionne P. Pollard, PhD., President, Montgomery College

Casgy Anderson, Chair, Montgomery County Planning Board

CalaA. Reid, Generd Manager/CEO, Washington Suburban Sanitary Commisson
Stacy Spann, Executive Director, Housing Opportunities Commission

Keth Miller, Executive Director, Revenue Authority

Executive Branch Department Heads and Office Directors
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