Fiscal Policy

DEFINITION AND PURPOSE OF FISCAL POLICY

Fiscal policy isthe combined practices of government with respect to revenues, expenditures, and debt management. Fiscd policy for
the Capita Improvements Program (CIP) focuses on the acquisition, construction, and renovation of public facilities and on the funding
of such activities, with specid attention to both long-term borrowing, and increasingly, short-term debt.

The purposes of the CIP fiscal palicy are:

e to encourage careful and timely decisions on the relaive priority of programsand projects;

e to encourage codt effectivenessin the type, design, and construction of capital improvements,

to ensure that the County may borrow reedlily for essentia public improvements; and

to keep the cost of debt service and other impacts of capitd projects at levels affordable in the operating budget.

The County Charter (Article 3, Sections 302 and 303) provides that the County Executive shall submit to the Council, not later than
January 15 of each even-numbered caendar year, acomprehensive six-year program for capita improvements. Thisbiennia Capita
Improvements Program takes effect for the six-year period which beginsin each odd-numbered fiscd year. The Charter providesthat
the County Executive shdl submit a Capita Budget to the Council, not later than January 15 of each yesr.

The County Executive must also submit to the Council, not later than March 15 of each year, a proposed operating budget, along with
comprehensive six-year programsfor public servicesand fiscd policy. The Public Services Program (PSP)/Operating Budget and
Capitd Improvements Program (CIP)/Capita Budget congtitute mgjor lementsin the County'sfisca planning for the next six years.
Fisca paliciesfor the PSP and CIP are parts of asingle consstent County fisca policy.

In November 1990, the County's voters approved an amendment to Section 305 of the Charter to require that the Council annualy
adopt spending affordability guideinesfor the capital and operating budgets. Spending affordability guiddinesfor the CIP are
interpreted in subsequent County law to be limits on the amount of generd obligation debt and Park and Planning debt that may be
approved for expenditurefor thefirst year and the second year of the CIP, and for the entire Six years of the CIP. Spending affordability
guiddines are adopted in odd-numbered calendar years. Since 1994, the Council, in conjunction with the Prince George's County
Council, adopted one-year spending limits for WSSC. These spending control limitsinclude guiddinesfor new debt and annua debt
svice

In March 2021, pursuant to Bill 6-21, Section 20-84 was added to the County Code establishing a Revenue Estimating Group to
review and forecast revenues. The Revenue Estimating Group devel ops revenue forecasts and any revisonsto those forecadts,
develops amethodology to forecast revenues, and provides quarterly reports on revenue projections to the Executive and Council each
year on February 15, May 15, September 15, and December 15.

CURRENT CIP FISCAL POLICIES

Thefisca policiesfollowed by the County Executive and County Council are rdlatively stable, but not static. They evolvein response
to changesin theloca economy, revenues and funding tools available, and requirementsfor public services. Also, palicies are not
absolute; policies may conflict and must be balanced in their application. Presented here arethe CIP fiscal policies currently in use by
the County Executive.
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Palicy on Eligibility for Inclusion in the CIP
Capitd expendituresincluded as projectsin the CIP should:

e Haveareasonably long useful life, or add to the physicd infrastructure and capital assats of the County, or enhancethe
productive capacity of County services. Examples areroads, utilities, buildings, and parks. Such projects are normally digiblefor
debt financing.

e Generdly have adefined beginning and end, as differentiated from ongoing programsin the PSP.

e Berdated to current or potentid infrastructure projects. Examplesinclude facility planning or mgor sudies. Generdly, such
projects are funded with current revenues.

e Becarefully planned to enable decison makersto eva uate the project based on complete and accurate information. In order to
permit projectsto proceed to enter the CIP once satisfactory planning is complete, a portion of "programmable expenditures’
(asused inthe Bond Adjustment Chart) isdeliberately left available for future needs.

Policy on Funding CIP with Debt

Much of the CIP should be funded with debt. Capitd projects usualy have along useful life and will serve future taxpayers aswell as
current taxpayers. It would be inequitable and an unreasonable fisca burden to make current taxpayers pay for many projects out of
current tax revenues. Bond issues, retired over gpproximately 20 years, are both necessary and equitable.

Projects deemed to be debt digible should:

e Have an gpproximate useful life at least aslong asthe debt issue with which they are funded.
e Not be ableto be funded entirely from other potentia revenue sources, such asintergovernmenta aid or private contributions.

e Specia Note: With atrend towards more public/private partnerships, especialy regarding projects aimed at the revitalization or
redevelopment of the County's central business digtricts, there are more ingtances when public monies leverage private funds.
These ingtances, however, generaly bring with them the "private activity" or private benefit (to the County's partners) that
make it necessary for the County to use current revenue or taxable debt asits funding source. It is County fiscal policy that
when financing in public-private partnership situations, that tax-exempt debt will beissued only for those improvements that
meet the IRS requirements for the use of tax-exempt bond proceeds.

Policy on General Obligation Debt Limits

Generd obligation debt usudly takesthe form of bond issues, and pledges genera tax revenue for repayment. Paying principa and
interest on generd obligation debt isthefirst claim on County revenues. By virtue of prudent financial management and the long-term
strength of thelocal economy, Montgomery County has maintained the highest quality rating of its generd obligation bonds, AAA.
Thistop rating by Wall Street rating agencies, assures Montgomery County of aready market for its bonds and the lowest available
interest rates on that dett.

Debt Capacity

To maintain the AAA rating, the County usesthe following guiddinesin deciding how much additional County generd obligation debt
may beissued inthe six-year CIP period:

Overdl Debt as a Percentage of Assessed Vauaion- Thisratio measures debt levels againgt the property tax base, which generatesthe
tax revenuesthat are the main source of debt repayment. Tota debt, both existing and proposed, should be kept a about 1.5 percent of
full market vaue (substantialy the same as assessed vaue) of taxablered property in the County.

Deht Service as a Percentage of the General Fund - Thisratio reflects the County's budgetary flexibility to adapt spending levelsand
respond to economic condition changes. Required annua debt service expenditures should be kept at about ten percent of the County's
total Generd Fund.
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Overdl Debt per Capita - Thisratio measures the burden of debt placed on the population supporting the debt and iswidely used asa
measure of an issuers ability to repay debt. Total debt outstanding and annua amountsissued, when adjusted for inflation, should not
cause red debt per capita(i.e, after diminating the effects of inflation) to rise significantly.

Ten-year Payout Retio - Thisratio reflects the amortization of the County's outstanding debt. A faster payout is considered apositive
credit attribute. The rate of repayment of bond principa should be kept a exigting high levels and in the 60-75 percent range during any
ten-year period.

Per Capita Debt to Per Capitalncome - Thisratio reflects acommunity's economic strength as an indicator of income levelsrelaiveto
debt. Total debt outstanding and annua amounts proposed should not cause theratio of per capitadebt to per capitaincometorise
sgnificantly above about 3.5 percent.

Theseratioswill be cal culated and reported each year in conjunction with the spending affordability and capital budget process, the
annud financia audit, and as needed for fiscd andlyds.

Policy on Termsfor General Obligation Bond I ssues

Bonds are normdly issued in a 20-year series, with five percent of the seriesretired each year. This practice produces equa annua
payments of principa over thelife of the bond issue, which means declining annua payments of interest on the outstanding bonds,
positively affecting the pay-out ratio. Thus annua debt service on each bond issueis higher at the beginning and lower at the end. When
bond market conditions warrant, or when a specific project would have a shorter useful life, then different repayment terms may be
used.

Policy on Other Forms of General Obligation Debt

The County may issue other forms of debt as appropriate and authorized by law. From timeto time, the County issues Commercia
Paper/Bond Anticipation Notes (BANS) for interim financing to take advantage of favorableinterest rates within rules established by
theInternal Revenue Service.

Policy on Use of Revenue Bonds

Revenue bonds are secured by the pledge of particular revenuesto their repayment in contrast to generd obligation debt, which pledges
generd tax revenues. The revenues pledged may be those of a Speciad Revenue or Enterprise funds, or they may be derived from the
funds or revenues received from or in connection with a project. Amounts of revenue debt to be issued should be limited to ensure that
debt service coverage ratios shdl be sufficient to ensureratings at least equal to or higher than ratings on outstanding parity debt. Such
coverageratios shdl be maintained during thelife of any bonds secured by that revenue stream.

Policy on Use of Appropriation-Backed Debt

Variousforms of gppropriation-backed debt may be used to fund capital improvements, facilities, or equipment issued directly by the
County or using the Montgomery County Revenue Authority or another entity as a conduit issuer. Under such an arrangement, the
County entersinto along-term lease with the conduit issuer and the County lease payments fund the debt service on the bonds.
Appropriation-backed debt is useful in Situations where a separate revenue stream is available to partidly offset the lease payments,
thereby differentiating the project from those typically funded with genera obligation debt. Because these long-term leases condtitute
an obligation of the County similar to generd debt, the vaue of the leasesisincluded in debt capacity cdculations.

Policy on Issuance of Taxable Debt

I ssuance of taxable debt may be useful in Stuations where private activity or other considerations make tax-exempt debt
disadvantageous or indligible due to tax code requirements or other considerations. The cost of taxable debt will generdly be higher
because investors are not able to deduct interest earnings from taxable income. Taxable debt may beissued iningances wherethe
additiona cost of taxable debt, including lega, marketing, and other up-front costs and the interest cost over thelife of the bonds, is
outweighed by the advantagesin reltion to the financing objectives to be achieved.
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Policy on Use of Interim Financing

Interim Financing may be used in exceptiond circumstances where project expenditures are digible for long term debt, but permanent
financing is delayed for specific reasons, other than affordability. Interim Financing should have an identified and rdliable ultimate
funding source, and should be repaid within the short term. An example for interim financing would be in a Situation where an offsetting
revenue will be available in the future to pay off aportion of the amounts borrowed, but the exact amounts and timing of the
repayment are uncertain.

Policy on Use of Short Term Financing

Short term financing (terms of ten years of less) may be appropriate for certain types of equipment or system financings, where the
term of the financing correlatesto the useful life of the asset acquired, or in other cases where the expected useful lifeislong, but dueto
the nature of the system, upgrades are frequent and long term financing is not gppropriate.

Policy on Use of Current Revenues

Useof current revenuesto fund capita projectsisdesrable asit condtitutes "pay-as-you-go" (PAY GO) financing and, when applied to
debt-digible projects, reduces the debt burden of the County. Decisonsto use current revenue funding within the CIP have immediate
impacts on resources available to annua operating budgets and require recognition that certain cogts of public facilities should be
supported on acurrent bassrather than paid for over time.

Current revenues from the General Fund are used for designated projects which have broad public use and which fdl outsde any of the
specidized funds. Current revenues from the Specid Revenue and Enterprise Funds are used if the project is associated with the
particular function for which these funds have been established.

The County has the following policies on the use of current revenuesin the CIP:

e Current revenues must be used for any CIP projects not eigible for debt financing by virtue of limited useful life.

Current revenues should be used for CIP projects consisting of limited renovations of facilities, for renovations of facilitieswhich
are not owned by the County, and for planning and feasihility studies.

Current revenues may be used when the requirements for capital expenditures pressthe limits of bonding capacity.

Except for excess revenues which must go to the Revenue Stabilization Fund, the County will, according to Resolution 19-753,
use one-time revenues from any sourcein thisorder: reservesto the policy god; OPEB/Pension Prefunding; and other unfunded
ligbilities and/or other non-recurring expenditures and/or PAY GO for the CIP more than the County's target god.

Policy on Use of Federal and State Grantsand Other Contributions

Grants and other contributions should be sought and used to fund capital projects whenever they are available on termsthat areto the
County'slong-term fiscal advantage. Such revenues should be used as current revenues for debt avoidance and not for debt service.

Policy on Minimum Allocation of PAY GO

PAY GO iscurrent revenue set aside in the operating budget, but not appropriated, and is used to replace bonds for debt eligible
expenditures. To reduce theimpact of capital programs on future years, the County will fund a portion of its CIP on a pay-as-you-go
basis. Pay-as-you-go funding will save money by diminating interest expense on the funded projects. Pay-as-you-go capitd
gppropriationsimprove financia flexibility in the event of sudden revenue shortfals or emergency spending. It isthe County's policy
to dlocateto the CIP each fiscd year as PAY GO at least ten percent of the amount of generd obligation bonds planned for issue that
yed.

Policy on Operating Budget | mpacts
In the development of capitd projects, the County evaluates the impact of a project on the operating budget and displays such impacts
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on the project description form. The County shall not incur debt or otherwise congtruct or acquire apublic facility if it isunableto
adequately provide for the subsequent annual operation and maintenance costs of the facility.

Poalicy on Taxing New Private Sector Development

Aspart of afair and balanced tax system, new development of housing, commercid, office, and other sructures should contribute
directly toward the cost of the new and improved transportation and other facilities required to serve that development. To implement
this policy, the County has established the following taxes:

Transportation Impact Tax The County Council established new rates and geographica boundaries for trangportation impact taxesin
November 2020 and enacted a White Flint impact tax district in 2010. Thesetaxes are levied at rate schedules based on the classification
of an areardativeto transt service and accessihility . The "Red" policy areas replaced the prior Metro Station Policy Areas (MSPAS).
"Orange" policy areas are corridor cities (but not MSPAS), town centers, and emerging trangt-oriented development arees where
trangtways such asthe Purple Line and Bus Rapid Trangt linesare planned. "Y ellow" policy areas are lower density residentia
neighborhoods with community-serving commercia areas; and "Green” policy areas arethe Agricultura Reserve and other rural aress.
In prior actions, the County Council dso adjusted impact tax rates to replace lost revenue from diminated transportation mitigation
payments. Trangportation Impact Taxes are a so assessed for projects within the boundaries of Rockville and Gaithersburg. These
impact taxes can only be used for projectslisted in a Council-gpproved Memorandum of Understanding with the individual
municipalities.

SchoolsImpact Tax Mot residential development in Montgomery County is subject to an impact tax for certain school facilities. The
rates are the same Countywide but vary by housing and community type, commensurate with the average student generation rates of
that type of resdential development. In November, 2020, the County Council identified two different types of communitiesthat had
very different gudent generation rates and incorporated that andysisinto the impact tax rate structure. During their 2020 Subdivision
Staging Policy (aka Growth and Infrastructure Policy) review, the County aso expanded the number of impact tax waivers and added
an additiona Utilization Premium Payment (UPP). A UPPis calculated as apercent of the gpplicable impact tax rate and is necessary
when school overcrowding in the impacted community is more severe. Previoudy, in November, 2016, the County Council increassed
school impact tax ratesto replace revenues lost when they diminated School Fecilities Payments and to account for land costswhich
had previoudy not been considered when caculating impact tax rates.

School Fadilities Payment Prior to County Code changes approved in 2016, a school facilities payment was applied at subdivision
review to resdentia development projectslocated in aschool cluster where enrollment exceeds adopted standards. The school facilities
payment was made on a per-student basi's, based upon standard student generation rates of that type of residential development. While
School Fecility Paymentswill not provide additiond future capital budget funding, payments collected prior to the changein thelaw
are dtill programmed in several MCPS projectsin the FY 19-24 capitd budget.

Development Approva Payment (DAP) In November 1993, the Council created an dternative voluntary review procedure for Metro
station policy areas aswedll aslimited residentia development. The DAP permitted devel opment projectsto proceed in certain areas
subject to devel opment redtrictions. Due to the voluntary nature of this payment, DAP revenue is an unpredictable funding source and
is not programmed for specific trangportation improvements until after the revenue has been callected. In October 2003, the County
Council revised the Annua Growth Policy to replace the Devel opment Approva Payment with an dternative payment mechanism
based upon impact tax rates. While the DAP payments are no longer being collected, they are reported in some active projects based on
past alocations.

Development Didtricts L egidation enacted in 1994 established a procedure by which the Council may creste a development didrict.
The creation of such aspecid taxing district dlows the County to issue low-interest, tax-exempt bonds that are used to finance the
infrastructure improvements needed to alow the development to proceed. Taxes or other assessments are levied on property within
the digtrict, the revenues from which are used to pay the debt service on the bonds.

Devdopment is, therefore, alowed to proceed, and improvements are built in atimely manner. Only the additiona specia tax revenues
from the development district are pledged to repayment of the bonds. The County's generd tax revenues are not pledged. The
congtruction of improvements funded with development district bondsis required by law to follow the County's usual process for
congtructing capital improvements and, thus, must be included in the Cepital Improvements Program.
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Transportation Improvement (L oophole) Credits Under certain conditions, a devel oper may choose to pay atransportation
improvement credit in lieu of funding or constructing transportation improvements required in order to obtain development approval.
These funds are used to offsat the cost of needed improvementsin the areafrom which they are paid.

Systems Devel opment Charge (SDC) This charge, enacted by the 1993 Maryland Generd Assembly, authorized Washington Suburban
Sanitation Commission (WSSC) to assess charges based on the number and type of plumbing fixturesin new congtruction, effective
July 19, 1993. SDC revenues may only be spent on new water and sewerage trestment, transmission, and collection fecilities.

Utilization Premium Payment (UPP) As part of the County Council's November 2020 action on the Growth and | nfrastructure policy,
the County Council established Utilization Premium Payments as ameansto charge higher feesto devel operswanting to move
forward with projectsin communities where there was dready sgnificant school overcrowding. UPP rates are calculated as a percent of
the relevant impact tax based on how many schoal levels (dementary, middle, and high school) meet overcrowding standards.

DETAILED DESCRIPTION OF CIP FUNDING SOURCES

Within eech individua capitd project, the funding sourcesfor dl expenditures are identified. There are three mgor types of funding for
the Capital Improvements Program: current revenues (including PAY GO); proceeds from bonds and other debot instruments; and grants,
contributions, reimbursements, or other funds from intergovernmental and other sources.

Current Revenues

Cash contributions used to support the CIP include: transfersfrom general revenues, specid revenues, and enterprise funds; investment
income on working capital or bond proceeds; recordation taxes; proceeds from the sale of surplusland; impact taxes, development
gpprova payments, systems development charges, and the expedited development gpprova excisetax; and developer contributions.
The source and gpplication of each are discussed below.

Current Revenue Trandfers. When this source is used for acapita project, cash isdlocated to the capita project directly from the
Generd, Specid, or Enterprise Fundsto finance direct payment of someor dl of the costs of the project. The Generd Fundisthe
generd operating fund of the County and is used to account for dl financia resources except those required to be accounted for in
another fund. The Specia Revenue Funds are used to account for the proceeds of specific revenue sourcesthat are retricted to
expendituresfor specified purposes. The Enterprise Funds are used to account for operationsthat are financed and operatedina
manner Smilar to private business enterprises, where the intent of the governing body isthat the costs of providing goods or servicesto
the generd public on a continuing basis be financed primarily through user charges.

Useof current revenuesisdesirable asit condtitutes " pay-as-you-go* financing and, when applied to debt-digible projects, limitsthe
increase in the debt burden of the County. Decisionsto use current revenue funding within the CIP have immediate impactson
resources available to annual operating budgets, and require recognition that certain costs of public facilities should be supported on a
current basisrather than paid for over time. Current revenues from the General Fund are used for designated projectswhich involve
broad public use and which fall outside any of the specidized funds. Current revenues from the Special Revenue and Enterprise Funds
areusad if the project is associated with the particular function for which these funds have been established.

PAY GO iscurrent revenue st aside in the operating budget, but not gppropriated. PAY GO is used to replace bonds for debt-digible
expenditures. PAY GO is planned to be ten percent of generd obligation bonds planned for issue.

Recordation Tax Starting in FY 03, the County raised the recordation tax rate and earmarked revenues generated from theincrease to the
Montgomery County Public Schools (MCPS) capita budget and Montgomery College information technology projects. In 2008, the
County enacted an additiond rate premium with revenues generated from half of that premium alocated to Montgomery County
Government capitd projects. (The other half of the recordation tax premium is used for rental assstance in the operating budget.)
Effective September 2016, the recordation tax was modified resulting in alower tax rate for the Genera Fund, but ahigher tax rate for
MCPS CIP. At the sametime, the Premium tax rate increased with 50 percent of the Premium revenues earmarked for the County
Government CIP.

Proceeds from the Sdle of Public Property. When the County sdlls surplusland or other redl property, proceeds from the sdesare
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deposited into the Land Sdle account, and are then used to fund projectsin the CIP. By law, 25 percent of the revenue from land sdes
must be directed to the Montgomery Housing Initiative (MHI) Fund to promote a broad range of housing opportunitiesin the County.
Properties may be excluded from the 25 percent requirement if they are within an areadesignated as urban renewd or by awaiver from
the County Executive. Generdly, land sde proceeds are not programmed in the capital budget until they are received; however, in some
indances where Sgned land sdle agreements have been executed, future land sale proceeds may be programmed. Land sale proceeds can
aso be used to repay interim financing if that was assumed in gpproved projects.

Impact Taxes are gpecific chargesto devel opersto help fund improvements to transportation and public schoal infrastructure. School
impact taxes are charged one rate Countywide for each type of housing. There are various rates for the trangportation impact tax based
on the classfication of an arearddiveto trangt service and accessibility as previoudy described.

All new development (residentia or commercid) within the designated areasis subject to payment of gpplicableimpact taxesasa
condition to receiving building permits. The tax rates are set by law to be caculated at the time adevel oper paysthe tax. This payment
would occur by the earlier of two dates - either at thetime of final inspection or within six or twelve months after the building permit
was issued depending on the type of development.

Since revenuesto be obtained from impact taxes may not be paid for anumber of years, other funding is sometimes required for funding
project congtruction, predicated on eventua repayment from impact taxes.

Contributions are amounts provided to the County by interested parties such asreal estate developersin order to support particular
capita projects. Contributions are sometimes made asaway of solving aproblem which is ddlaying development approva. A project
such asaroad widening or connecting road that specifically supports a particular new development may be fully funded (and
sometimes built) by the developer. Other projects may have agreed-upon cost-sharing arrangements predicated on the relationship
between public and private benefit that will exist asaresult of the project. For sormwater management projects, devel oper
contributions are assessed in the form of feesinlieu of on-site congtruction of required facilities. These fees are gpplied to the
congtruction of ssormwater facilities within the County.

Bond I ssuesand Other Public Agency Debt

The County government and four of its Agencies are authorized by State law and/or County Charter to issue debt to finance CIP
projects. This debt may be either genera obligation or self-supporting debt. Generd obligation debt is characterized in credit andyses as
being either "direct” or "overlapping.” Direct debt isthe sum of total bonded debt and any unfunded debt (such as short-term notes) of
the government, and congtitutes the direct obligations of the County government which impact its taxpayers. Overlapping debt
includesal other borrowing of County agencies or incorporated municipalities within the County's geographic limits, which may
impact those County taxpayers who are residents of those municipdities or those County taxpayers who are ratepayers or users of
public utilities. More broadly, overlgpping debt can help reved the degree to which the total economy is being asked to support
long-term fixed commitments for government fecilities

Direct Generd Obligation Debt isincurred by theissuance of bonds by the County government and the Maryland-Nationa Capital
Park and Planning Commission (M-NCPPC). Payment of some bonded debt issued by the Washington Suburban Sanitary
Commission (WSSC) and the Housing Opportunities Commission (HOC) is a so guaranteed by the County government.

County government generd obligation bonds are issued for awide variety of functions such astransportation, public schools,
community college, public safety, and other programs. These bonds are legdly-binding genera obligations of the County and condtitute
anirrevocable pledge of itsfull faith and credit and unlimited taxing power. The County Code provides for amaximum term of 30
years, with repayment in annual serid instalments. Typically, County bond issues have been structured for repayment with level
annua payments of principal. Bonds are commonly issued for 20 years. The money to repay general obligation debt comes primarily
from genera revenues, except that debt service on generd obligation bonds, if any, issued for projects of Parking Districts, Liquor, or
Solid Wagte fundsis supported from the revenues of those enterprises.

M-NCPPC isauthorized to issue generd obligation bonds, aso known as Park and Planning bonds, for the acquisition and
development of local and certain specia parks and advance land acquisition, with debt limited to that supportable within mandatory tax
rates established for the Commission. Issuanceisinfrequent, and because repayment is guaranteed by the County, it isconsdered a
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form of direct debt. Debt for regiond, conservation, and specia park facilitiesisincluded within County government genera obligation
bond issues, with debt service included within the County government's annua operating budget.

HOC bonds which support County housing initiatives such asthe acquisition of low/moderate-income renta properties may be
guaranteed by the County to an aggregate amount not to exceed $50 million, when individualy authorized by the County and, as such,
are consdered direct debt of the County. The HOC itsdlf has no taxing authority, and its projects are considered to be financed through
sdlf-supporting debt as noted below.

Overlapping debt isthe debt of other governmenta entitiesin the County that is payablein whole or in part by taxpayers of the
County.

WSSC Generd Condruction Bonds finance smal diameter water distribution and sewege collection lines and required support facilities.
They are conddered genera obligation bonds because they are payable from unlimited ad va orem taxes upon dl the assessable
property inthe WSSC didtrict. They are actually paid through assessments on properties being provided service and are considered to
be overlapping debt rather than direct debt of the County government.

WSSC Water Supply and Sewage Digposd Bonds, which finance mgjor system improvements, including large diameter water
digtribution and sewage collection lines, are paid from non-tax sourcesincluding user charges collected through water and sewer rates,
which aso cover al system operating cogts. They are backed by unlimited ad va orem taxes upon al the assessable property within the
WSSC didtrict in addition to mandated rates, fees, and charges sufficient to cover debt service.

Sdf-Supporting Debt is authorized for the financing of CIP projects by the County government and its Agencies asfollows.

County Revenue Bonds are bonds authorized by the County to finance specific projects such as parking garages and stormwater
management and solid wagte facilities, with debt service to be paid from pledged revenues received in connection with the projects.
Proceeds from revenue bonds may be applied only to costs of projects for which they are authorized. They are considered separate
from genera obligation debt and do not condtitute a pledge of the full faith and credit or unlimited taxing power of the County.

County revenue bonds have been used in the Bethesdaand Silver Spring Parking Didtricts, supported by parking fees and fines
together with parking district property taxes. County revenue bonds have aso been issued for County Solid Waste Management
facilities, supported with the revenues of the Solid Waste Disposal system.

HOC Mortgage Revenue Bonds are issued to support HOC project initiatives and are paid through mortgages and rents. HOC revenue
bonds, including mortgage purchase bonds for single family housing, are considered fully self-supporting and do not add to either direct
or overlagpping debt of the County.

The Montgomery County Revenue Authority has authority to issue revenue bonds and to otherwise finance projects through notes
and mortgages with land and improvements thereon serving as collaterd. These are paid through revenues of the Authority's severd
enterprises, which include golf courses, the Montgomery County Airpark, and the Crossvines custom winery and vineyard.

The County has aso used the Revenue Authority as aconduit for dternative CIP funding arrangements. For example, swim centers, a
building to house County and State Hedlth and Human Services functions, and the congtruction of the Montgomery County
Conference Center are financed through revenue bondsissued by the Revenue Authority. The County has entered into long-term leases
with the Revenue Authority, and the County lease payments fund the debt service on these Revenue Authority bonds. Because these
long-term | eases condtitute an obligation of the County similar to generd debat, the value of the leasesisincluded in debt capacity
cdculaions.

I ntergover nmental Revenues

CIP projects may be funded in whole or in part through grants, matching funds, or cost sharing agreements with the Federd
government, the State of Maryland, regional bodies such as Washington Metropolitan Area Transit Authority (WMATA), or the
County'sincorporated municipalities.

Federd Aid. Mgjor projectsthat involve Federa aid include Metro, commuter rail, interstate highway interchanges and bridges (noted
within the CI P Transportation program), and various environmental congtruction or planning grants under WSSC projectsin the
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Sanitation program. Most Federd aid is provided directly to the State, for redistribution to local jurisdictions.

Community Development Block Grant (CDBG). CDBG funds are aparticular category of Federa ad received through annua formula
adlocationsfrom the U.S. Department of Housing and Urban Development in response to a County application and are identified as
CIP revenuesin the Housing and Community Development program. The County has programmed digible projectsfor CDBG
funding since 1976, with expenditures programmed within both capital and operating budgets. CDBG funds are used to assist inthe
cogs of neighborhood improvements and facilitiesin areas where there is Significant building deterioration, economic disadvantage, or
other need for public intervention in the cycles of urban growth and change. In addition, CDBG funding is used as "seed money" for
innovative project initiatives, including redevelopment and rehabilitation loans toward preserving and enhancing older residentid and
commercid areas and low/moderate-income housing stock. Beginning in FY 15, CDBG funds were shifted from the capita budget to the
operating budget for ease of adminidiration. Once CDBG-funded projects are closed out, CDBG funding will be diminated from the
capital budget funding sources.

Sate Aid. Thisfunding source includes grants, matching funds, and reimbursementsfor digible County expendituresfor locd projects
in public safety, environmenta protection, courts and criminal justice, trangportation, libraries, parkland acquisition and devel opment,
menta health, community college, and K-12 public education, notably in school congtruction.

State Aid consstently falls short of funding needs predicated on State mandates or commitments. Although the State of Maryland is
specifically responsible for the congtruction and maintenance of its numbered highways and for the congtruction and renovetion of
approved school projects, the County hasin fact advance-funded projectsin both categories either through cost-sharing agreements or
in anticipation of a least partid reimbursements from the State. Because large County fiscal lighilities are taken on when assuming any
or dl project costs of State-mandated or obligated facilities, State rembursement policies and formulas for dlocation of fundsare
important to CIPfisca planning.

State Aid for School Congruction. State funding for school congtruction, initiated in FY 72, is determined annudly by the Generd
Assembly on a Statewide basis.

Sate Aid for Higher Education. State Aid isaso asource of formulamatching funds for community college facilitiesdesign,
congtruction, and renovation. Funds are gpplied for through the Higher Education Commission for inclusion in the State Bond Bill.
Approved projects may get up to 50 percent State funding for digible costs. The total amount of aid availablefor al projects Statewide
is determined based on yearly dlocations of available bond proceedsto al Maryland jurisdictions.

State Aid for Trangportation. Within the Transportation program, State contributions fund the County's loca share of WMATA

capital cogtsfor Metrorail and Metrobus, aswell astraffic Sgnalsand projects related to interconnecting State and local roads. Mot
State road congtruction is done under the State Consolidated Transportation Program and is not reflected in the CIP. Beginning in FY 23,
the CIPwill include Op Lanes Maryland State transit funding. This funding isthe portion of the State's planned 1-495 and 1-270 Phase
| toll lane proceeds which the Maryland Department of Transportation pledged to fund high priority public transit projectsin
Montgomery County.

Sate Aid for Public Safety. Under Article 27, Sec. 705 of the Maryland Code, when the County makes improvements to detention and
correctional centers resulting from the adoption of mandatory or approved standards, the State, through the Board of Public Works,
pays for 50 percent of digible costs of gpproved congtruction or improvements. In addition, financial assistance may be requested from
the State for building or maintenance of regiond detention centers, and, under 1986 legidation, the State will fund up to haf thedigible
codsto construct, expand, or equip locd jailsin need of additiond capacity.

Municipa Financing. Some projects with specific benefits to an incorporated municipality within the County may include funding
contributions or other financing assstance from that jurisdiction. These include road construction agreements such aswith the City of
Rockville, wherein the County and City share costs of interconnecting or overlapping road projects. Incorporated towns and
municipaitieswithin the County, specificaly Rockville, Gaithersburg, and Poolesville, have their own capita improvements programs
and may participate in County projects where there is shared benefit. The use of municipa funding in County CIP projects depends
upon thefollowing:

e execution of cogt-sharing or other agreements between the County and the municipaity, committing each jurisdiction to specific
terms, including respongihilities, scheduling, and cogt-shares for implementation and future operation or maintenance of the
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project;
e gpproval of gppropriationsfor the project by the legidative body of each jurisdiction; and
e resolution of any planning or zoning issues affecting the project.

Other Revenue Sour ces

The use of other revenue sourcesto fund CIP projects are normally conditioned upon specific legidative authority or project gpprovd,
including approva of appropriationsfor the projects. Approval of a project may be contingent upon actud receipt of the revenues
planned to fund it, asin the case of anticipated private contributionsthat are not subject to particular law or agreement. Other CIP
funding sources and digihility of projectsfor their useinclude:

Revalving funds including the revolving loan fund authorized to cover HOC construction loans until permanent financing is obtained.
Funds are advanced from County current revenues and repaid at interest rates equivalent to those the County earns on itsinvestments.
The Advance Land Acquisition Revolving Fund (ALARF) isused to acquire land in advance of project implementation. Revolving
fund appropriations are then normally repaid from the actual project after necessary appropriation is approved.

Aaricultura land trandfer tax receipts payable to the State but authorized to be retained by the County. These are used to cover locd
sharesin the State purchase of agricultural land easements and for County purchase of or |oan guarantees backed by transferable
development rights (TDRS).

Private grants such as were provided under profit-sharing agreements with the County's Cable TV corporation, for usein developing
public accessfacilities, and

Insurance or self-insurance proceeds for projects being renovated or replaced as aresult of damage covered by the County's
sdf-insurance system.

THE FRAMEWORK OF FISCAL POLICY

This section presentsinformation on avariety of information sources and factors that are considered in developing and applying fisca
policy for the CIP.

L egal Mandates

SateLaw. The Annotated Code of Maryland provides the basis for fiscal policy related to debt, red property assessments, and other
matters:

e ThelLocad Government Article authorizes borrowing of funds and issuance of bonds up to amaximum of the sum of six percent
of the assessed valuation of al real property and 15 percent of the assessed valuation of all personal property within the
County and providesthat obligations having amaturity not in excess of twelve months shdl not be subject to, or beincluded in,
computing the County'slegd debt limitation. However, the County includesits BANs/Commercia Paper in the calculation
becauseit intends to repay the notes with the proceeds of long-term debt to beissued in the near future.

e ThelLocad Government Article requiresthat each local government adopt adebt policy and submit it to the State Treasurer. In
October 2009 the County Council for Montgomery County adopted resolution 16-1173 outlining the County's debt policy.

e Section 8-103 of the Tax - Property Article provides for updated assessments of property in three-year (triennial) cycles. The
amount of the change in the established market value of the one-third of the properties reassessed each year isphased in over a
three-year period (although adecreasein vaueisreflected in thefirst year of thetriennid cycle). State law also created a
maximum ten percent assessment limitation tax credit (homestead credit) for owner occupied residentia properties. This
program provides an automatic credit againgt property taxes equa to the applicable tax rate (including the State rate) times that
portion of the current assessment which exceeds the previous year's assessment increased by ten percent. This benefit only
appliesto owner-occupied- residential property. The homestead credit isten percent for property taxeslevied for the State of
Maryland, Montgomery County, and al municipalitiesin Montgomery County (with the exception of the Town of Kensington
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which isfive percent). Taxpayers have the ability to apped their assessment through SDAT and the MD Tax Court which could
lower the total assessable base and property tax revenues.

e Other provisons of State law mandate requirements for environmenta review, permits, sormwater management, and controls
for public facilities, such as solid waste digposal Sites, affecting both the cost and scheduling of these facilities.

e Satelaw mandates specific facility standards such as requirements for school classroom space to be provided by the County for
its population and may a so address funding alocationsto support such requirements.State law provides for specific kinds of
funding assstance for various CIP projects. In the area of public safety, for example, Article 27, Section 705 of the Maryland
Code, provides for matching funds up to 50 percent of the cost of detention or correctiond facilities.

e The Maryland Economic Growth Resource Protection and Planning Act requires the County to certify that al congtruction
projects financed with any type of State funding arein compliance with locd land use plans, including specific State-mandated
environmenta priorities.

County Law. Article 3 of the County Charter providesfor theissuance of public debt for other than annua operating expenditures and
imposes generd requirementsfor fiscd policy:

e Thecapitd improvements program must provide an estimate of costs, anticipated revenue sources, and an estimate of the
impact of the program on County revenues and the operating budget.

e Bond issues may not be for longer than 30 years.

e Capitd improvement projectswhich are estimated to cost in excess of an annually-established amount (for FY 23, $20,350,000)
or which have unusua characterigtics or importance, must be individually authorized by law, and are subject to referendum.

e |n November 1990, County voters approved an amendment to the Montgomery County Charter, Section 305, to require that
the County Council annudly adopt spending affordability guiddinesfor the capital and operating budgets. Spending
affordability guiddinesfor the CIP have been interpreted in subsequent County law to be limits on the amount of County
generd obligation debt which may be gpproved for the first and second years of the CIP and for the entire six-year period of the
CIP. Similar provisions apply to debt of the Maryland-Nationa Capital Park and Planning Commission (M-NCPPC). These
limits may be overridden by avote of seven of the nine Councilmembers. (Note: In December 2022, there will be 11
Councilmembers)

e |nApril 1994, the Council adopted Resolution No. 12-1558 establishing a spending affordability process for WSSC. The
process limits WSSC new debt, debt service, water/sewer operating expenses, and rate increases.

e Section 305 of the County Charter includes alimit on the annud increase in property tax revenues. An amendment gpproved in
November 2020 prohibits the County Council from adopting atax rate on redl property that exceedsthe tax rate on regl
property approved for the previous year unlessall current Councilmembers vote affirmatively for the increase. This amendment
replacesthe previouslimit that required an affirmative vote of al current Councilmembersto levy atax on red property that
would produce total revenue that exceeds the total revenue produced by the tax rate on red property the preceding fiscd year
plus any increasein the Consumer Price Index for the Washing Metropolitan Statistical Areaand exemptsrea property tax
revenue derived from specific properties.

e Chapter 20 of the Montgomery County Code sets variousfinancia guideinesin law such asthe depost of funds, the borrowing
of money generdly, the activities of the Department of Finance, revenue bonds, and spending affordability.

e |nMarch of 2021, the County's Reserve and Selected Fisca Policies was updated in Resolution 19-753, to provide priority
order for the use of one-time revenues. It aso datesthat, if reservesfdl below the policy level dueto an economic recessonor a
nationa emergency, that reserves must be replenished to the policy level within threefiscal years.

Federd Law. Policies of the Federa Government affect County fiscal policies relative to debt issuance, revenue expectations, and
expenditure controls. Examples of Federa policiesthat impact County fiscd policy include

e |nternd Revenue Sarvice rules under the Tax Reform Act of 1986, as amended, provide limits on the tax-exempt issuance of
public debt, and limit the amount of interest the County can earn from investment of the bond proceeds.
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e County shares of costsfor some mgjor projects, such asthose relating to masstrandt and highway interchanges, are dependent
upon Federal appropriations and dlocations.

o [ederd Office of Management and Budget circular A-87 prescribesthe nature of expendituresthat may be charged to Federd
grants.

o Federd legidation will influence the planning and expenditures of specific projects, such asrequirementsfor environmentd
impact statements for Federdly- assisted road projects and the Davis-Bacon Act, which requiresloca prevailing wage scdesin
contracts for Federdly-assisted construction projects.

e The American Recovery and Reinvestment Act (ARRA) created anumber of additiona tax-advantaged forms of governmenta
debt. Theseforms of debt resulted in lower costs and therefore savings to taxpayers. The County utilized beneficia provisions
of the act and issued these new forms of debt where appropriate and advantageous to the County. One exampleisaquaified
energy conservation bond (QECB) that the County issued from 2013 to 2017 to take advantage of afederd tax credit that
lowered the cost of debt service for an energy savings project on acounty fecility.

Fiscal Planning Projectionsand Assumptions

Severd different kinds of trends and economic indicators are reviewed, projected, and andyzed each year for their impacts on County
programs and services and for their impact on fiscal policy asapplied to the Capital |mprovements Program. Among these are:

Inflation, which isimportant as an indicator of future project costs or the costs of delaying capita expenditures;

Population growth, which provides an indicator of the size or scae of required facilities and services, aswell asthetiming of
population-driven project requirements;

Demographic change in the numbers or location within the County of specific age groups or other specia groups, which providesan
indication of requirements and costs of pecific public facilities;

Annua Growth Policy thresholds and other land use indicators, which are a determinant of mgor public investment in the
infrastructure required to enable implementation of land use plans and authorized devel opment within the County;

The assessable property tax base of the County, which isamajor indicator for projections of revenue growth to support funding for
public facilitiesand infrastructure;

Residential condtruction activity and related indicetors, which provide early dertsto the pecific location and timing of future public
fecilitiesrequirements. It is aso the most important base for projecting growth in the County's assessable property tax base and
estimating property tax levels;

Nonresidential congtruction activity, whichistheindicator of jobs, commuters, and requirements for housing and trangit-rel ated public
investment. It is aso one of the bases for projecting the growth of the County's assessable tax base and property tax revenues,

Employment and job growth within the County, which provide indicators for work-related public facilities and infrastructure;

Persona income earned within the County, which isthe principa basisfor projecting income tax revenues as one of the County's mgjor
revenue sources, and

Montgomery County Public Schools and M ontgomery College Enrollment projections, which provide an indication of the sizeand
scdeof required fecilities and services,

Generally Accepted Accounting Principles (GAAP)

The gpplication of fiscal palicy in the financid management of the CIP must be in conformity with GAAP standards. Thisinvolvesthe
separate identification and accounting of the various funds which cover CIP expenditures, adherence to required procedures, such as
transfers between funds and agencies; and regular audits of CIP transactions, such asthe disbursement of bond proceeds and other
fundsto appropriate projects.

Credit Marketsand Credit Reviews
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The County's ahility to borrow at the lowest cost of funds depends upon its credit standing as assessed by magjor credit rating agencies
such as Moody's Investors Service, Standard & Poor's, and Fitch. Key aspects of the County's continued AAA credit ratingsinclude:

adherence to sound fiscd policy relative to expenditures and funding of the CIP,

maintain debt at prudent and sustainable levels;

maintain adequate fund bal ance to mitigate current and future risks (e.g., revenue shortfals and unanticipated expenditures) ;
gppropriate levels of public investment in the facilities and infrastructure required for steady economic growth;

effective production of the necessary revenues to fund CI P projects and support debt service generated by public borrowing;
facility planning, management practices, and controlsfor cost containment and effective implementation of the capital program ;
planning and programming of capital projectsto alow affordable levels of borrowing;

gppropriate use and levels of revenues other than genera obligation bond proceeds to fund the capitd program;
gopropriatelevels of CIP funding from annua current tax revenuesin order to reduce borrowing needs; and

assurances through County law and practice of an absolute commitment to timely repayment of debt and other obligations
related to public facilities and infrastructure.

I nter gover nmental Agreements

Fiscd policy for the CIP must provide guidance for and be applied within the context of agreements made between the County and
other jurisdictions or levels of government. Examplesinclude:

agreementswith municipaitiesfor cost sharesin the condruction of inter-jurisdictiona roads and bridges;
agreements with adjacent jurisdictions related to mass transit or water supply and sawerage;

agreements with the State of Maryland for cost sharesin the construction of transportation and other vital inter-jurisdictiona
infrastructure; and

agreements with Federd agenciesinvolving projects rdaed to Federd facilitieswithin the County.

Compatibility with Other County Objectives

Fiscd palicy, to be effective, must be compatible with other policy goas and objectives of government. For example:

Growth management within the County reflects acomplex balance among the rights of property owners; the cost of providing
infrastructure and services to support new development; and the jobs, tax revenues, and benefits that County growth bringsto
itsresidents. Fiscd policy provides guidance for the alocation of public facility costs between the devel oper and the taxpayer, as
well asfor limits on debt-supported costs of development relative to increasing County revenues from agrowing assessable tax
base.

Government program and service delivery objectives range from conveniently located libraries, recreetion centers, and other
amenities throughout the County to comprehensive transportation management and advanced waste management systems. Each
of theseinvolves differing kinds and mixes of funding and financing arrangementsthat must be within the limits of County
resources aswell as acceptablein terms of debot management.

Planning palicies of the County affect land use, zoning and specia exceptions, and economic development, aswell asthe
provison of public services. All areinterrdated, and dl have implications both in their fiscal impacts (cost/revenue effects on
government finances) and in economic impacts (effects on the economy of the County asawhol€).

Capitd improvement projects have adirect impact on the future operating budgetsin the form of debt service and ongoing
operating costs. As such, capitd needs must be balanced with the need to fund vital servicesin the operating budget.

e Capitd budget decisions can postively or negatively affect the County'sracia equity and climate change gods.
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INCORPORATING RACIAL EQUITY INTO THE CAPITAL BUDGET

During the FY 23 capita budget development season, racia equity was part of al budget meetingsto ensure that racia equity was
considered as recommendations were devel oped and before budget decisons were made. As part of the budget devel opment season, the
Office of Management and Budget and the Office of Racid Equity and Socia Judtice created abudget equity tool to assist departments
in applying aracid equity and socid justice lensto the process and bring conscious attention to racia inequities before decisions are
made. Departments were asked to:

e explain the project's potentia racia equity impacts;

e identify racid inequitiesin the County that were considered in the project request;

e explain how theracid inequities were congdered, provide the data sources identified by the department (including quantitetive
and quditative data);

o explain waysthe project amsto address or reduce the identified inequities;

e identify community residentsthat will potentialy benefit the most or potentialy be burdened the most by the project; and

e describe the potentia disproportionate effects on communities of color and low-income communities as aresult of the project
and how those effectswould be mitigated.

During the budget devel opment season, the Office of Management and Budget carried out the following activities.

e prioritized projects sarving the Washington Council of Government's Equity Emphasis Areas. These areas have high
concentrations of residents with low-incomes and/or high concentrations of residents of color;

e spught to limit negative impacts of any fisca delays or reductions on projects serving Equity Emphasis Aress,

e conddered how departments determine what subprojects are chosen for leve of effort projects and how racid equity could be
incorporated into those decision-making processes;

e consdered what population demographics tend to be served by different types of facilitieswhen that dataexigts, and

e used mapping toolsto analyze some of the issues above.

The County'sfiscd policies and practiceswill be influenced by the Office of Racid Equity and Socid Jugtices asthey:

e perform an equity assessment to identify policiesthat do not advance equity;

e train dl Montgomery County employeeson racia equity and socid justice;

e quide County departmentsto examine palicies, procedures, and practicesto determineif they cregte or exacerbate racia
disparitiesin the County; and

e develop metricsto measure the success of County government programs, short-term and long-term godls.

CLIMATE CHANGE CONSIDERATIONS IN THE CAPITAL BUDGET

During the FY 23 capital budget development season, climate change was a so part of County budget consderations. As part of the
budget development season, the Office of Management and Budget., the County's Climate Change Officer, and the Department of
Environmental Protection provided ass stance to departments to bring conscious attention to climate change before budget decisons
were made. Departments were asked to include the following in their budget submission:

e indicate the projects impact on greenhouse gas emissons,

o identify how the project will increase the use or generation of renewable energy;

o identify aspects of the project that will help the County withstand future impacts of climate change (e.g., high heat days, severe
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storms, flooding, and high winds);

e indicateif the project is pursuing or has earned agreen building certification (e.g,, International Green Congtruction Code (which
includes anumber of dternative compliance pathways, including LEED (Leadership, in Energy and Environmental Design);
NDGS (Nationd Green Building Standard); PHIUS+ (Passve House Ingtitute US); BREEAM (Building Research
Establishment Environmenta Assessment Method); or Green Globes; and

o dentify their department Climate Change Ambassador who will mobilize saff to green their department's day-to-day
operations, build resiliency among vulnerable community members, and work as ateam with other department Ambassadorsto
facilitate deep emission reductions across dl departments.

EXPLANATION OF CHARTS WHICH FOLLOW

EXPENDITURESBY AGENCY

This chart comparestotd expendituresfor the FY 21-26 Amended CIP as approved by the County Council as of May 2021 with totdl
expenditures for the County Executive's Recommended CIP for FY 23-28. The datais sorted by implementing agency and by program
for Montgomery County Government programs. Percent change between the Six-year periods and percentage of each agency's budget
to thewhole are dso compared. This chart dso compares WSSC expenditures as approved by the County Council as of May 2021 for
FY 22-27 with expenditures as recommended for FY 23-28. Thetotd CIP based on the latest Six-year period as gpproved by the
County Council is compared to the total CIP as recommended in the upcoming six-year period.

EXPENDITURESTAX AND NON-TAX SUPPORTED

This chart comparestotd expenditures for the FY 21-26 Amended CIP as approved by the County Council as of May 2021 with totd
expendituresfor the County Executive's Recommended CIP for FY 23-28. The chart separates tax supported and non-tax supported
expenditures, and then sorts by implementing agency and by program for MCG programs. Percent change between the Six-year
periods and percentage of each agency's budget to the whole are dso compared. This chart aso compares WSSC expenditures as
approved by the County Council as of May 2021 for FY 22-27 with expenditures as recommended for FY 23-28. Thetotal CIP based
on the latest Six-year period as approved by the County Council iscompared to thetota CIP as recommended in the upcoming
Sx-year period.

FUNDING BY MAJOR CATEGORIES

This chart comparestotal funding for the FY 21-26 Amended CI P as approved by the County Council as of May 2021 with total
funding for the County Executive's Recommended CIP for FY 23-28. The mgjor funding sources are listed separately, and the smdler
sources are grouped together within the "Other” category. Percent change between the Six-year periods and percentage of each funding
source to thewhole are al'so compared. This chart dso comparestotal funding for WSSC as gpproved by the County Council for

FY 22-27 with the FY 23-28 recommendation. Thetotal CIP based on the latest Six-year period as gpproved by the County Council is
compared to thetotal CIP asrecommended in the upcoming six-year period.

DEBT CAPACITY ANALYSS

This chart displays the performance of the G.O. bond funded portion of the Capital |mprovements Program (CIP), variouslong-term
leases, and short-term lease financing againgt avariety of economic and fisca indicators. In October 2021, based on economic indicators
at thetime, the County Council gpproved Genera Obligation bond Spending Affordability Guideines at $1.680 billion. The County
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Executive's Recommended FY 23-28 CI P assumes Genera Obligation bond issuancesat $1.750 hillion. Theincreasein the
recommended Genera Obligation bond issuancesis dueto an improved revenue growth forecast in December 2021 compared to March
2021. Debt capacity charts under both scenarios are included later in this chapter. Thisanaysiswill be updated during the operating
budget process.

GENERAL OBLIGATION BOND ADJUSTMENT CHART

Thischart comparesthe Genera Obligation bonds available for programming, with recommended programmed bond funded
expenditures for the FY 23-28 year program. Amountsin theline labeled "L ess Set Asde: Future Projects’ indicate the amount
available for possible future expenditures not yet programmed inindividua projects. Zerosin theline labeled " Available or (Gap) to be
Solved" indicate abaanced capita budget and Capital Improvements Program.

GENERAL OBLIGATION BOND - PROGRAMMING ADJUSTMENT UNSPENT PRIOR YEARSCHART
This chart digplays the amount of unspent prior year's Genera Obligation (GO) Bond funded expenditures (dippage) by category and
project. Thetotd amount of dippage from this chart isincluded on the G.O. Bond Adjustment Chart.

TAX SUPPORTED CURRENT REVENUESADJUSTMENT CHART

Thischart compares the tax supported current revenues available for programming, with programmed current revenue funded
expendituresfor the recommended FY 23-28 program. Zerosin theline labeled "Available or (Gap) to be Solved" indicate abaanced
capital budget and Capitd Improvements Program.

PARK AND PLANNING BOND ADJUSTMENT CHART

Thischart comparesthe Park and Planning Bonds available for programming, with recommended programmed bond funded
expenditures for the FY 23-28 year program. Amountsin theline labeled "L ess Set Asde: Future Projects’ indicate the amount
available for possible future expenditures not yet programmed in individua projects. Zerosin theline labeled " Available or (Gap) to be
Solved" indicate abaanced capita budget and Capital Improvements Program.
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SIX-YEAR CIP EXPENDITURES

BY AGENCY
FY21-26 FY23-28
AMENDED RECOMMENDED PERCENT OF
EXCLUDES Wssc EXCLUDES WSSC PERCENT TOTAL
($000s) ($000s) CHANGE  RECOMMENDED
TAX SUPPORTED COUNTY GOVERNMENT
General Govemment 292 571 319349 9.2 % 6.3%
Public Safety 171,395 254170 483 % 5.0%
Transportation 1,078,988 1,497 976 388% 29.6%
Bridges, Roads, Traffic Improvements 282,518 286,971
Mass Transit - County Programs 281,685 694,978
Parking 44,240 45,880
Other Transportaion 470,545 510147
Health and Human Services 47,249 62,519 323% 1.2%
Libraries and Recreation 185,271 146,335 209 % 2.9%
Conservation of Natural Resources 23,625 37125 571% 0.7%
Recycling and Resource Management 85,278 45,518 419 % 1.0%
Housing and Community Development 149,581 142,256 4.9 % 2.8%
County Government without Stormwater 2,033,958 2,509,448 23.4 % 49.6%
Stormwater Management 112,992 118,191 46 % 2.3%
Subtotal: County Government 2,146,950 2,627,639 22.4 % 52.0%
OTHER AGENCIES
MCPS 1,618,915 1,822,504 126 % 36.0%
Montgomery College 284,152 327,088 15.1 % 6.5%
M-NCPPC 239,565 254474 6.2 % 5.0%
Housing Opportunities Commission 7.875 8,205 42 % 0.2%
Revenue Authority 19,205 17,334 97 % 0.3%
Subtotal: Other Agencies 2,168,712 2,429,605 12.0 % 48.0%
Grand Total: All Agencies (Excludes WSSC) 4,316,862 5,057,244 17.2 % 100.0%
FY22-27 FY23-28
APPROVED RECOMMENDED
WSSC ONLY WSSC ONLY PERCENT
($000s) ($000s) CHANGE
WSSC (Note)
Washington Suburban Sanitary Commission 1,745,286 2,092,992 19.9 %
Mote: WSSC is governed by state law and is the only agency for which the County Council adopts an annual CIP.
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SIX-YEAR CIP EXPENDITURES
TAX SUPPORTED AND NON-TAX SUPPORTED

FY21-26 FY23-28
AMENDED RECOMMENDED PERCENT OF
EXCLUDES wWssc EXCLUDES WSSC PERCENT TOTAL
($000s) ($000s) CHANGE RECOMMENDED
TAX SUPPORTED COUNTY GOVERNMENT
General Government 292,571 319,349 9.2 % 6.3%
Public Safety 171,395 254170 48.3 % 5.0%
Transportation 1,078,988 1.497 976 388 % 29.6%
Health and Human Services 47,249 62,519 323% 1.2%
Libraries and Recreation 185,271 146,535 -20.9 % 2.9%
Conservation of Natural Resources 23625 37,125 57.1% 0.7%
Housing and Community Development 149,581 142,256 -4.9 % 2.8%
SUBTOTAL: COUNTY GOVERNMENT 1,948,680 2,459,930 26.2 %, 48.5%
OTHER TAX SUPPORTED AGENCIES
MCPS 1,618,915 1,822,504 126 % 36.0%
Montgomery College 284,152 327,088 15.1 % 6.5%
M-NCPPC 239,565 254,474 6.2 % 5.0%
SUBTOTAL: OTHER AGENCIES 2,142,632 2,404,066 12.2 %, 47.5%
TOTAL: TAX SUPPORTED AGENCIES 4,091,312 4,863,996 18.9 % 96.2%,
NON-TAX SUPPORTED AGENCIES AND FUNDS
Stormwater Management 112,992 118,191 46 % 2.3%
Recycling and Resource Management 85,278 49,518 -41.9 % 1.0%
Housing Opportunities Commission 7.875 8,205 42 % 0.2%
Revenue Authority 19,205 17,334 9.7 % 0.3%
TOTAL: NON-TAX SUPPORTED 225,350 193,248 14.2 % 3.8%
GRAND TOTAL: ALL AGENCIES 4,316,662 5,057,244 17.2 % 100.0%
FY22-27 FY23-28
APPROVED RECOMMENDED
WSSC ONLY WSSC ONLY PERCENT
($000s) {$000s) CHANGE
WSSC (Note)
Washington Suburban Sanitary Commission 1,745,286 2,092,992 199 %

Mote: WSSC is governed by state law and is the only agency for which the County Council adopts an annual CIP.
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SIX-YEAR CIP
MAJOR FUNDING CATEGORIES

FY23-28 CE
FY21-26 AMENDED RECOMMENDED PERCENT OF
EXCLUDES WSSC EXCLUDES WSSC PERCENT TOTAL
($0008) ($0008S) CHANGE RECOMMENDED
FUNDING SOURCE
General Obligation Bonds 1,655,074 1,633,875 -1.3% 32.3%
General Paygo 135,600 181,800 3M.1% 3.6%
Agency Bonds 40,819 45,871 12.4% 0.9%
Revenue Bonds 57,838 107,573 86.0% 2.1%
Current Revenue - General Fund 317,894 353,996 11.4% 7.0%
Current Revenue - Other Tax-Supported 168,164 183,604 92% 3.6%
Current Revenue - Non-Tax Supported 151,811 118,952 -21.6% 2.4%
Recordation Tax 393,789 511,680 29.9% 10.1%
Recordation Tax - Premium 98,946 128,548 29.9% 25%
Intergovernmental Revenues 673,664 1,176,159 74.6% 233%
Impact Taxes - Transportation 48,191 57,382 19.1% 1.1%
Impact Taxes - Schools 97,671 135,780 39.0% 27%
Short & Long Term Financing 200,825 230,013 14.5% 4.5%
HIF Revolving Program 97,935 111,797 14.2% 2.2%
Contributions 35,550 28,383 -20.2% 0.6%
Other 142,891 51,831 -63.7% 1.0%
TOTAL SIX-YEAR CIP 4,316,662 5,057,244 17.2% 100.0%
FY23-28 CE
FY22-27 RECOMMENDED PERCENT OF
APPROVED WSSC WSSC ONLY PERCENT TOTAL
WSSC (Note) ONLY ($0008) ($0008) CHANGE RECOMMENDED
Agency Bonds 1,670,906 1,756,075 5.1% 8§3.9%
Intergovernmental Revenues 17,256 197,546 1044 8% 9.4%
Contributions 13,400 15,781 17.8% 0.8%
Other 43,724 123,590 182.7% 5.9%
TOTAL SIX-YEAR CIP 1,745,288 2,092,992 19.9% 100.0%
Note: WSSC is governed by state law and is the only agency for which the County Council adopts an annual CIP.
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DEBT CAPACITY ANALYSIS

FY23-28 CAPITAL IMPROVEMENTS PROGRAM
September 15, 2021
COUNTY COUNCIL APPROVED SPENDING AFFORDAEILITY GUIDELINE
GO BOND 6 YR TOTAL = 1,680.0 MILLION
GO BOND FY23 TOTAL = 300.0.0 MILLION
GO BOND FY24 TOTAL = 290.0 MILLION

FY22 FY23 FY24 FY25 FY26 FY27 Fyag
1 GO Bond Guidelines (5000) 310,000 300,000 290,000 280,000 270,000 270,000 270,000
2 GO Debt/Assessed Value 1.70%) 1.67% 1.62% 1.57% 1.51% 1.45% 1.39%)
3 Debt Service + LTL + Short-Term Leases/Revenues (GF) 11.70%) 11.94% 11.56% 11.58% 11.41% 11.12% 11.27%
4 $ Debt/Capita 3,255 3.260 3,234 3,187 3,124 3,055 2,985
5 $ Real Debt/Capita (FY20=100%) 3,255 3,196 3,096 2,979 2,850 2,720 2,594
6 Capita Debt/Capita Income 3.67%,| 3.50% 3.29% 3.08% 2.88% 271% 2.55%,
7 Payout Ratio 71.81%)| 72.67% 73.51% 74.29% 74.75% 75.15% 75.43%
8 Total Debt Outstanding (5000s) 3,520,835 3,533,330 3,929,750 3,502,410 3,456,060 3,403,165 3,347,300
9 Real Debt Qutstanding (FY20=100%) 3,520,835 3,464,492 3,379,162 3,273,009 3,152,657 3,030,355 2,909,514
10 Note: OP/PSP Growth Assumption (2) 0.8% 3.2% 2.8% 3.1% 3.5% 3.5%)|

Motes:
(1) This analysis is used to determine the capacity of Montgomery County to pay debt service on long-term GO Bond debt, long-term leases, and substantial

short-term financing.
(2) OP/PSP Growth Assumption equals change in revenues from FY22 approved budget to FY23 budget for FY23 and budget to budget for FY24-28.

DEBT CAPACITY ANALYSIS

FY23-28 CAPITAL IMPROVEMENTS PROGRAM
January 18, 2022
COUNTY EXECUTIVE RECOMMENDED
GO BOND 6 YR TOTAL = 1,750.0 MILLION
GO BOND FY23 TOTAL = 300.0.0 MILLION
GO BOND FY24 TOTAL = 290.0 MILLION

FY22 FY23 FY24 FY25 FY26 FY27 FY28
1 GO Bond Guidelines ($000) 310,000 300,000 290,000 290,000 290,000 290,000 290,000
2 GO Debt/Assessed Value 1.70%)| 1.67% 1.62% 1.57% 1.52% 1.47% 1.42%)|
3 Debt Service + LTL + Short-Term Leases/Revenues (GF)) 11.70%) 11.74% 11.35% 11.35% 11.24% 11.05% 11.29%)
4 $ Debt/Capita 3,255 3.260 3,234 3,196 3.151 3,100 3,047
5 % Real Debt/Capita (FY20=100%) 3,295 3,196 3,096 2,987 2,874 2,760 2,648
6 Capita Debt/Capita Income 3.67% 3.50% 3.29% 3.09% 2.91% 2.7%% 2.60%
7 Payout Ratio 71.81% 72.67% 73.51% 74.22% 74.54% 74.81% 74.99%)
8 Total Debt Outstanding ($000s) 3,520,835 3,533,330 3,529,750 3,512,410 3,486,060 3,453,165 3,417,300
9 Real Debt Outstanding (FY20=100%) 3,520,835 3,464,492 3,379,162 3,282,354 3,180,023 3,074,878 2,970,358
10 Note: OP/PSP Growth Assumption (2) 2.5% 3.4% 3.1% 2.8% 3.0% 3.0%)|

Notes:
(1) This analysis is used to determine the capacity of Montgomery County to pay debt service on long-term GO Bond debt, long-term leases, and substantial

short-term financing.
(2) OP/PSP Growth Assumption equals change in revenues from FY22 approved budget to FY23 budget for FY23 and budget to budget for FY24-28.
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GENERAL OBLIGATION BOND ADJUSTMENT CHART

FY23-28 Capital Improvements Program
COUNTY EXECUTIVE RECOMMENDED
January 18, 2022
(S millions) 6 YEARS FY23 FY24 FY25 FY26 FY27 FY28
BONDS PLANNED FOR ISSUE 1,750.000 300.000 290.000 290.000 290.000 290.000 290.000
Does not assume Council SAG in FY09 and FY10*
Plus PAYGO Funded 181.100 33.900 30.800 29.200 29.200 29.000 29.000
Adjust for Future Inflation ** (72.285) - ) (7.573) (14.847) (21.705) (28.161)
SUBTOTAL FUNDS AVAILABLE FOR
DEBT ELIGIBLE PROJECTS (after adjustments) 1,858.815 333.900 320.800 311.627 304.353 297 295 290.839
Less Set Aside: Future Projects 170.722 14.779 19.565 26.037 30.079 36.600 43.661
9.18%
TOTAL FUNDS AVAILABLE FOR PROGRAMMING 1,688.093 319121 301.235 285.580 274.274 260.695 247.178
MCPS (499.443) (110.904) (146.951)  (100.734) (84.231) (40.623) (16.000)
MONTGOMERY COLLEGE (144.128) (20.807) (23.015) (21.253) (15.504) (27 463) (36.086)
M-NCPPC PARKS (76.450) (13.997) (12.637) (10.933) (12.961) (12.961) (12.961)
TRANSPORTATION (595.979) (129.525) (104.930) (67.016) (75.031) (108.013) (111.464)
MCG - OTHER (499.675) (79.150) (106.022) (85.654) (86.547) (71.635) (70.667)
Programming Adjustment - Unspent Prior Years* 127 582 35.262 92.320 -
SUBTOTAL PROGRAMMED EXPENDITURES (1,688.093) (319.121) (301.235) (285.590) (274.274) (260.695) (247.178)
AVAILABLE OR (GAP) TO BE SOLVED - - - - -
NOTES:
* See additional information on the GO Bond Programming
Inflation = 3.26% 2.51% 2.43% 2.39% 2.31% 2.22%
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GENERAL OBLIGATION BONDS - PROGRAMMING ADJUSTMENT FOR UNSPENT PRIOR YEARS
FY23-28 CAPITAL IMPROVEMENTS PROGRAM

CE RECOMMENDED
January 18, 2022
(in millions)
PDF Hame and Mo, Total FY23 FY24 FY25 Fy26 Fya7 FY25
Montgomery County Public Schools
Burtonaville ES Addition - (PE51511) {0.169) (0.169)
Dufief ES Addition/Facility Upgrade (651905) {0.592) {0.592)
Lake Seneca ES Addition - (P652002) (0.875) (0.875)
Poolesvile HS - Cumrent Revitalizations/Expansions - (P136521) {0954} (0.954)
Thomas 5. Wootton HS - Current Revitalizationa/Expansions - (PU96512) {DBF2) (0.672)
Thurgood Marshall ES Addition - (PE52003) (0.630) (0.830)
Slippage Used Elsewhere (26.132) (26.132)
Sub-Total (30.024) {3.892) (26.132) - - - -
Montgomery College
Germantown Science & Applied Studies Phase 1-Renov (P136600) (0.010) (0.005) {0.005)
Rockville Student Services Center - (PO76604) {0.010) {0.005) (0.005)
Sub-Taotal (0.020) {0.010) {0.010) - - - -

M-HCPPC Parks

Sub-Total - - - - N

Transportation

Bicycle-Pedestrian Priority Area Improvements - Wheaton CBD -

(PS02002) (1.281) (0.890) (0.391)
Bradley Boulevard (MD 191) Improvements - (P501733) (0.578) {0.578)

Brigthon Dam Road Bridge Mo. M-0229 - (P501907) 0.005 0.005

Boyds Transit Center - (P501915) {0.028) (0.028)

Dennis Ave Bridge M-0194 Replacement - (PS01701) D179 D179

Dorsey Mill Road Bridge - (P501906) {0.035) (0.035)

Fenton Street Cycletrack - (PS02001) D.001 0.001

Glen Road Bridget - (PS02102) (0.930) (0.310) (0.620)
Good Hope Road Shared Use Path - (P501902) D333 0.333

MacArthur Bivd Bikeway Improvements - (PS00718) {0.228) (0.228)
Metropaolitan Branch {2.000) (2.000)

MD355 Clarkshurg Share Lise Path - (PS01744) (0.171) (0.171)

Subdivision Road Participation - (PS0800) (3.032) (3.032)

White Flint Metro Station Access Improvements - (PSD2106) {1.598) (1.598)

Sub-Total (9.363) {8.352) (1.011) - - - -
MCG - Other

6th Disfrict Police Station - (P470301) {0.093) (0.093)

(Child Care Renovations - (PS01901) (4.124) (4.124)

Clarksburg Fire Station - (P450300) (10.881) (10.8581)

Female Facility Upgrade - {P450305) (0.002) (0.002)

Kennedy Shriver Aguatic Center Building Envelope Improvement -

(PT21503) D248 0.248

Lilyrary Refurbishment Level of Effort - (P711502) (2.880) (2.880)

Mariin Luther King, Jr. Indoor Swim Center Renovation - (P721902) 1.162 1.162

Montgomery County Detention Center Partial Demoliion and Renovation -

(P422102) (1.014) (1.014)

Public Safety Communication Center, Phase ||, Electrical Distribution and

HWVAC Upgrade - (P472102) {0.335) (0.335)

Public Safety System Modemization - (P340901) {4.202) (2.062) {2.120)
Red Brick Courthouse Structural Repairs - (PS00727) D.004 0.004
South County Regional Recreafion and Aquatic Center - (P721701) {D.690) (0.690)

Swimming Pools Slide Replacement - (P722101) {D.715) (0.715)

White Flint Fire Station 23 - (P451302) {0.477) (0.477)

Sub-Total (24.001) {21.885) [2.118) - - - -
slippage Used Elsewhere

Avery Road Treatment Center - (PE01502) (0.523) (0.525)

Criminal Justice Complex - (P421100) {1.369) (1.369)

Fire Stations: Life Safety Systems - (P450302) {0.080) (0.080)

KID Mussum - (F721903) (1.200) {1.200)

Shifted FY21/22 GO Bond Capacity (61.000) 2051 (63.051)
Sub-Total (64.174) {1.123) {63.051) - - - -
Total Programming Adjustment (127 .5562) [35.262) (92,320} - - - -
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TAX SUPPORTED CURRENT REVENUES ADJUSTMENT CHART

FY23-28 Capital Improvements Program
COUNTY EXECUTIVE RECOMMENDED
January 18, 2022
($ MILLIONS) 6 YEARS FY23 FY24 FY25 FY26 FY27 FY28
APPROP EXP EXP EXP EXP EXP
TAX SUPPORTED CURRENT REVENUES AVAILABLE 549 661 84999 96.595 89.736 84912 97 207 96.211
Adjust for Future Inflation * (21.193) = - (2.129) (3.953) (6.614) (8.496)
SUBTOTAL CURRENT REVENUE FUNDS AVAILABLE
FOR ELIGIBLE PROJECTS (after adjustments) 528.468 84.999 96.595 87.607 80.959 90.593 87.715
Less Set Aside: Future Projects - = s 5 . -, 9
TOTAL FUNDS AVAILABLE FOR PROGRAMMING 528 468 84999 96.595 87 607 80.959 90.593 87.715
GENERAL FUND
MCPS (145.151) (23.488) (27.749) (28.793)  (21.707)  (21.707) (21.707)
MONTGOMERY COLLEGE (93.804) (16.434) (17.034) (15.084) (15.084) (15.084) (15.084)
M-NCPPC (26.588) (4.398) (4.598) (4.398) (4.398) (4.398) (4.398)
HOC (8.205) (1.955) (1.250) (1.250) (1.250) (1.250) (1.250)
TRANSPORTATION (52.902) (8.832) (8.887) (8.827) (8.922) (8.757) (8.677)
MC GOVERNMENT (26.884) (4.588) (4.832) (4.244) (4.670) (4.675) (3.875)
SUBTOTAL - GENERAL FUND (353.534)' (59.695) (64.350) (62.596) (56.031) (55.871) (54 .991)
MASS TRANSIT FUND (135.395) (20.390) (24.915) (18.565)  (18.885)  (27.345) (25.295)
FIRE CONSOLIDATED FUND (36.839) (4.464) (6.880) (5.996) (5.593) (6.927) (6.979)
PARK FUND (2.700) (0.450) (0.450) (0.450) (0.450) (0.450) (0.450)
SUBTOTAL - OTHER TAX SUPPORTED (174.934) (25.304) (32.245)  (25.011)  (24928) (34.722) (32.724)
TOTAL PROGRAMMED EXPENDITURES (528.468) (84.999) (96.595)  (87.607) (80.959)  (90.593) (87.715)
AVAILABLE OR (GAP) TO BE SOLVED - - - - - - ;
* Inflation: 3.26% 251% 243% 2.39% 2.31% 222%
Note:
(1) FY23 APPROP equals new appropriation authority. Additional current revenue funded appropriations will require drawing on operating fund balances.
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M-NCPPC BOND ADJUSTMENT CHART

FY23-28 Capital Improvements Program
County Executive Recommended

January 18, 2022

(% millions) 6 YEARS FY23 FY24 FY25 FY26 FY27 FY28
BONDS PLANNED FOR ISSUE 48.000 5.000 §.000 8.000 8.000 8.000 5.000
Plus PAY GO funded
Adjust for Future Inflation -1.770 0.000 0.000 -0.190 -0.370 -0.529 -0.679
SUBTOTAL FUNDS AVAILABLE FOR
DEBT ELIGIBLE PROJECTS (after adjustments) 46.230 8.000 8.000 7.810 7.630 7.471 7.321
Less Set Aside: Future Projects 0.360 0.000 0.000 0.000 0.000 0.113 0.248
TOTAL FUNDS AVAILABLE FOR PROGRAMMING 45 870 8.000 8.000 7.810 7.630 7.358 7.073
Programmed P&P Bond Expenditures -45 870 -7.500 -8.000 -8.310 -7.630 -7.358 -7.073
Programming adjustment - unspent prior years 0.000 -0.500 0.000 0.500 0.000 0.000 0.000
SUBTOTAL PROGRAMMED EXPENDITURES -45 870 -8.000 -8.000 -7.810 -7.630 -7.358 7.073
AVAILABLE OR (GAP) TO BE SOLVED 0.000 0.000 0.000 0.000 0.000 0.000 0.000
NOTES:
See additional information on M-NCPPC Bond Programming Adjustment for Unspent Prior Year Detail Chart
Inflation = 3.26% 251% 2.43% 2.39% 2.31% 2.22%

NOTE: Programming adjustment reflects an assumption that $500,000 of FY23 spending in the Urban Park Elements project will be deferred until FY25.
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