CIP Planning

INTRODUCTION

Panning for the Six-year Capita Improvements Program (CIP) involves three significant factors.

Identification of Needs

Demand for capital investment is based on community needs asidentified directly from citizensthrough Citizens Advisory Board
public forums or other public meetings, by program departments, or the Maryland-Nationd Capital Park and Planning Commission
(M-NCPPC). Demands are dso driven by demographic trends and land use plansin the growth and development of the County.

Readinessfor Programming

Effective capita investments require careful thought and adequate public participation. While it may be necessary on rare occasionsto
program placeholder costsfor acritical project, generaly detailed facility planning is completed before funds are programmed for a
project. Large or complex projects may beincluded in the CIP with funds for design only to dlow further clarification of project costs
prior to including congtruction costsin the CIP.

Affordability

The County government's ability to afford capitd facilitiesislargely based on economic factorsthat affect the wedlth of the
community, measured in resident income and property vaue. Affordability isaso influenced by variaionsin outside revenue sources
such as Federd and State funding. In addition, the Charter of Montgomery County, Maryland requires the County Council to set
specific Spending Affordability Guiddines (SAG) for both long-term debt i ssuance and annud operating budget spending. In setting
these guiddines, the County Council weighs taxpayer sentiment on taxes versus sarvices, and strikesits policy baance between
operating programs and capita investments. These factors, in turn, determine the fiscal capacity of the County government to provide
facilitiesto meet the demand for new or additiona services according to adopted fiscal plansand policies.

The following sections briefly describe these components of CIP planning, aswell as other related activities or conceptswhich
contribute to CIP planning. These descriptions are followed by adiscussion of the demographic trends and economic factorswhich
play anintegra rolein theidentification of needs.

IDENTIFICATION OF NEEDS

Needs | dentified by the Community

In the spring of 2025, the five regiona Citizens Advisory Boards hosted capita facility needsforumsto seek resident input on the
upcoming Capital Improvements Program (CIP). Resident prioritiesfor capita projectsidentified at these forums were conveyed to
the County Executive and departments, and were considered in the devel opment of departmenta project recommendations.

Needs | dentified by Agencies and Departments

Capitd facility planning efforts are ongoing in numerous agencies and departments, frequently based on functiona plans, master plans,
or agency standards. Followingisanillugtrative list of capita facility planning efforts:

e Comprehensive Water Supply and Sewerage Systems Plan;
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Water Resources Functionad Plan;

Countywide Comprehensive Implementation Strategy (Stormwater Management);
e Nationa Pollutant Discharge Elimination System (NPDES);

e Municipd Separate Storm Sewer System (M S-4) Permit Program;

e Community Policing Strategy;

e Magter Plan for Fire and Rescue and Emergency Medicd Services,

e TenYear Solid Waste Management Plan;

e Comprehensve Magter Plan for Educationd Fecilities;

e Montgomery College Fecilities Master Plan;

e Vision 2030 Strategic Plan for Parks and Recreation in Montgomery County, MD;
o Recreetion Facility Development Plan 2010-2030;

e Paksand Recrestion Open Space (PROS) Plan;

e Pak Master Plans, and

e Department of Correction and Rehabilitation Master Confinement Study.

Needs | dentified by the M-NCPPC

The Maryland-Nationa Capital Park and Planning Commission (M-NCPPC) submitsalist of projectsit proposesfor inclusonin the
CIP. These priorities are conveyed to the revant departments and agencies of the government and are considered in the development
of County Executive recommendations.

Public Hearingson the CIP

Following trangmitta of the County Executive's recommended CIP, and after the public has had time to study the programs, the
County Council holds public hearings. Individuas may expresstheir views on specific capitd projectsto eected officids a these
public hearings or in writing. These public hearings are usudly scheduled in February. To find out more about the County Council
public hearings on the CIP, and to register to testify, interested persons may call the County Council Office at 240-777-7803. The
public may dso find information about Council sessions at www.montgomerycountymd.gov, view hearings on television or on the web
viavideo streaming, or atend County Council worksessonson the CIP.

Open Budget

Montgomery County, Maryland offers a comprehensive Open Data Budget Publication that takes the very complex and detailed data
found in thetraditiona budget publication and transformsit into an intuitive, ble, and shareable formeat. Featuresincluded are:

Interactive charts, tables, maps and videos,
A custom Google search engine;
Archiving previousyears datalcontent;

Unlimited sharing/discovery of deta, tables and visudizations,
Mobility (works on smartphones, tablets and desktops);

o Americanswith Disahilities Act (ADA) compliance; and
Ingtantly trandatable into 90+ languages

For more, please visit the Montgomery County Open Budget website a https.//www.montgomerycountymd.gov/omb/open-
budget.html.
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Subdivison Staging Policy

The Subdivision Staging Policy isa Countywide planning tool to manage the location and pace of private development and identify the
need for public facilitiesto support private development. It is designed to affect the staging of development, matching the timing of
private development with the availability of public facilities. It constrains the number of private subdivision approvasto those that can
be accommodated by exigting and programmed public facilities.

In order to guide subdivision approvas under the Adeguate Public Facilities Ordinance, the Subdivision Staging Policy teststhe
adequacy of four types of public facilities: transportation; schools, water and sawerage facilities; and police, fire, and hedth services.

General Plan, Master Plans, and Sector Plans

The Generd Plan Refinement of FY 94 recognizes the importance of establishing prioritiesfor the provision of public facilities. One
objectiveisto give high priority to areas of the grestest employment and residential density when alocating public investment. Some
County master plans, such as Germantown, Great Seneca Science Corridor, and the White Oak Science Gateway include phasing
elements which provide guidance about the timing and sequence of capita facilities. Recent expansons of Holy Crossand Adventist
HedthCare and the Nationa Cancer Indtitute, aswell as planned expansion by the Food and Drug Administration exemplify growing
employment and the need for continued public investment in these aress.

Maryland Economic Growth, Resour ce Protection, and Planning Act

The Maryland Economic Growth, Resource Protection, and Planning Act requiresloca governmentsto review dl construction
projectsthat involve the use of State funds, grants, loans, |oan guarantees, or insurance for consistency with exigting loca plans.

For the FY 27-FY 32 CIP, the County Executive or the requesting agency affirmsthat adl projects which are expected to recelve State
financid participation conform to relevant plans. Thislanguage gppearsin the"Other Disclosures' section of the relevant project
description forms.

During the County Council review process, the Planning Board comments to the County Council and afina determination asto
consistency of projects with adopted County plansis made by the County Council. The County Council adopts the CIP and
approvesalist of applicable State participation projects.

READINESS FOR PROGRAMMING

Facility Planning

In many ingtances throughout the programs of the CIP, the County Executive has not supported the inclusion of aproject ona
stand-a one basis but hasinstead recommended itsinclusion in aFacility Planning project. Generdly, Facility Planning servesasa
trangition between drategic planning (overal needs assessment, review of mgjor options, and choice of best method of programming to
meet the need) and theinclusion of a stand-alone project inthe CIP.

Thetextinal Facility Planning projectsis standardized to the extent possible, and most Facility Planning projectsinclude alist of
candidate projects. Facility Planning isintended to generate a clear definition of need and scope and develop acost etimatethat is
subject to minima change.

Cost Estimating

A number of projects experienced significant cost increases dueto tariffs, escaation or updated cost estimates. Asaresult, some
projects are projecting market-driven cost increases. Cogtsrdated to local laws and practices for ssormwater management, prevailing
wages, and overhead costs have dso been included in projections. County agencies continue to finetune their procurement practicesto
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encourage competition and fogter cost efficiency. Large or complex projects which require carefully coordinated staging or collaboration
between governmenta and other parties, and projectsthat are unique and have unusua specid requirements can be particularly
chdlenging to estimate. Given fiscal congraints and significant capita needs, County agencieswill continue to look for waysto provide
projects more cost effectively, including opportunities to enter into public-private partnershipswhen it is cost effective.

Cost egtimating strategies have been evolving to address these uncertainties, and focus on controlling quality and scope, budget and
schedule, and improving communication. Sometimes projects are recommended for design only asameansto gain greater Sability in
cogts over the six years of the CIP. Following this process, projectswill bein amore effective position to use available resources. Cost
benchmarking, vaue engineering, and project scope reviews are d o used asameansto control codts.

The chart located at the end of this chapter displaysin more detail the process by which acapitdl project evolves.
AFFORDABILITY

Fiscal Planning

County Executive and County Council decisions regarding the affordability of proposalsto meet community needs are generdly made
in the context of established fiscd plansand fiscd policies. The CIPisamgjor tool for multi-year fisca planning, covering capita
expenditures, and their funding for al County agencies. Thisfiscal planning processisintended to:

e provide amulti-year fisca framework, to complement the annua operating and capital budget processss;
e improve communication with the public regarding fisca options and plans; and

e improve theintegration of the PSP/operating budget and the CIP/capital budget with respect to fiscd and workforce level
planning, fiscd and program policy planning, fisca and collective bargaining planning, and fiscd actions by the County and at the
Saelevd.

Components of thefisca projections are used to advise the County Council in its congderation of Spending Affordability Guidelines
for both the ClP/capital budget and PSP/operating budget. They are used by the County Executive aswdll, in macro-level fiscal
decision-making related to the CIP and PSP.

The chart on the following page describes the process currently used by the Office of Management and Budget and the County
Executive to alocate scarce resources among competing proposals.
Fiscal Policy

Fiscd policy isthe combined practices of government with respect to revenues, expenditures, and debt management. Fiscal policy for
the CIP focuses on the acquisition, construction, and renovation of public facilities and on the funding of such activities, with specid
attention to long-term and other borrowing. Itisintegra to CIP Planning in order to:

e encourage careful and timely decisions on the relaive priority of programs and projects;
e encourage codt-effectivenessin the type, design, and congtruction of capital improvements;

assure that the County may borrow readily for essentia public improvements; and
keep the cogt of debt service and other impacts at levels affordable in the operating budget.

For more information, please refer to the Fiscal Policy section of the CIP.

Operating Budget | mpacts

Operating Budget Impacts (OBI) of the capita program represent asignificant portion of future operating budget growth related to
increased population, households, commercid activity, and resulting demands for public services. Most capitd improvement projects
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generate future operating budget cogts or savings. On the project description forms, OBls show theincremental costsimplied by the
CIP project over (or under) the current year's operating budget.

Deht service, which reflects the cost of financing large project expenditures funded by bonds, isthe most significant operating budget
impact of capital projects. Approximately six percent of the current FY 26 Approved Operating Budget pays for the debt service
requirements of prior CIP decisions.

New facilities add annua expenditure requirements for maintenance and energy costsfor utilities such as hegting and lighting. Fecilities
that are used as Stesfor service ddivery have staffing requirements and may have other program costs, such as vehicles. Within specific
CIP programs, OBIs may influence whether the County should defer aparticular proposa or reduce its scope so as hot to further
pressure annua operating budgets.

Investment in new buildings or renovations may aso result in operating cost savings, aswhen anew County building replacesleased
space or when renovations result in operating efficiencies, such aslower energy consumption. New facilities, such as swimming pools,
may generate offsatting revenues from program fees, which provide additiona government revenuesto help support new cogts.

CIP project description forms (PDFs) include a section that i dentifies knowabl e operating budget impacts that will beincurred asa

result of project implementation during the Six-year CIP period. The purpose of assessing and displaying these operating budget
impactsisto:

project the future operating budget consequences of approving projects;
e provide aquantitative basisfor cost decisionsrelating to the inclusion, scope, or funding schedules of projects;

provide abasisfor prioritization of projectswithin program areas of the CIP based on comparative operating budget impacts;

provide aframework for evaluating dternatives other than CIP proposasfor meeting program or service delivery needs,

e display the extent to which identified program needs or approved standards of service delivery drive the County's capita
program; and

o display the relationship between CIP project expenditure schedules and the timing of anticipated new or additiona operating

budget requirements, asaresult of project completion.

The OBI section of specific project description formsidentifiesthe impacts listed bel ow:

Maintenance - Facility maintenance costs for public buildings are based on maintenance cost experience with different kinds and
amounts of space. Maintenance costsindude janitoria services, ongoing building and grounds maintenance, and repairs.

Energy - Energy costs are distinguished from other utilities (such astelephone and water) in order to assess the costs of eectricity and
fuel for heating, air conditioning, and other power requirements. In aproject for arenovated or expanded facility, there may be an energy
cost savings resullting from more efficient systems.

Program Cogts - Staff - Staff costs are those incurred in the use of the facility such asthe salaries and benefits of additional County
personnel required to open and operate anew facility, for examplealibrary or recreation center. If afacility isexpanded to includea
larger or additiona program, only the costs of additiona staff for that expansion areincluded.

Full-Time Equivalent (FTE) - Thisisthe actua count of additiona (or decreased) full-time equivaent (FTE) employessrequired to
saff anew facility, beyond those dready budgeted by the department(s) using agiven facility.

Program Costs - Other - Theseinclude the net increases or decreasesin dl non-gtaff expenses associated with opening anew, expanded,
or consolidated facility, such as vehicles, consumables, contracted services, computerization, and any other genera operating expenses
such astelephones, that can be estimated for the year in which the facility becomes operationd.

Cog Savings- Significant operating budget cost savings occur when anew public building replaces|eased space. The current annud
(budgeted) lease cost no longer required is an offset savings.

Offsatting Revenues - Somefacilities, notably those for recreation programs, generate revenues from chargesfor services such asswim
or golf course fees. Since revenues are an offset to codts, the estimated revenues from the facility are shown as anegative number.
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The Resource Allocation Process Chart islocated at the end of this chapter.

DEMOGRAPHICS AND ECONOMIC DATA FOR CIP PLANNING

Requirementsfor new or enlarged public facilities (such asroads and schools) are usudly generated by population growth and new
housing and businesses. Demographic changes, from the age of County residentsto the arriva of new immigrantsinto the County, also
play apart in determining facility needs. At the sametime, theincomes of County residents and the value of their property affect the
fiscal ability of the government to provide new services and finance the congtruction of new facilities.

The Montgomery County Public Schools (MCPS) CIP, for example, is affected by birth rates and the location of new housing. Park
and recreetion facility needs are shaped by the age, cultural interests, and location of user populations. The reaeder is encouraged to
obtain and read the program planning documents of various departments and agencies for more information on how different
demographic and economic factors affect a particular service. Demographic and economic planning datamay aso be viewed a
https.//montgomeryplanning.org/tools'research/demographics.

Demographic and Housing

The Maryland-Nationa Capital Park and Planning Commission (M-NCPPC), working with the Washington Metropolitan Council of
Governments (COG), devel ops cooperative forecasts for the County and neighboring jurisdictions.

Housing Units and Households - Demand for many public services, such asfire, transportation, environmenta protection, police, and
water and sewer is based at least as much on the number of houses as on population.

Population and Birthrates - Population projections are based on household projections, with adjustmentsfor trendsin household
compoasition, birth rates and mortdity, immigration, and emigration trends.

School Populations- In addition to school facilities, theimpact of growth in the school-age population increases the need for
recreationa and transportation facilities.

Age and Workforce - Some service needs are related to the age of the population as awhole, or specific age groups, for example, the
needs of retireesincluding theimpact of the Baby Boomers (persons born between 1946 and 1964).

Geographic Digtribution - The capital condtruction program must respond to specific and changing needs of individua County
geographic or planning aress, busness digricts, and neighborhoods.

U. S. Census Statigtica Areas - The Washington-Batimore-Arlington Combined Metropolitan Statistical Area (CMSA) isthethird
largest metropolitan areain the United States. Effects on CIP planning may include adjustments to various formulas for the distribution
of Federa grants and other aid and the setting of Federd "fair market” rental levelsfor asssted housing units.

The Economy and Economic Development

The County's capita investment isaimed in part a ensuring the strength and competitiveness of the loca economy. CIP projects
support and implement the redevel opment of Wheston, White FHint, Grest Seneca Science Corridor, White Ok, Burtonsville, and Long
Branch; theimprovement and replacement of infrastructure in other commercia areas; the growth of medica and biotechnology
indugtries near mgjor Federd heglth and medical fadilities; the provision of inexpensive and convenient public parking, aswell as
extensive public trangit serving commuters and retail and business enterprises; and the availability of abroad range of housing choices.

Assessable Property Tax Base - The assessable base reflects the taxable value of al property in the County, as determined by State
assessorsin athree-year cycle. Thefinancing of the County's Capita program dependsin large part on property tax revenues. Section
305 of the County Charter prohibits the County Council from adopting aweighted tax rate on rea property that exceedsthetax rate on
real property approved the previous year, unless goproved by al current Councilmembers. State Law (85-104 of the Education
Article) permits counties to increase a property tax rate above alimit imposed by a charter by amgjority vote of the County Council
for the sole purpose of funding the approved budget of the county Board of Education. All revenue generated under a supplementary
school funding property tax must be dlocated to schools. In FY 24, the County Council approved anew supplementary schools
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property tax of 4.7 cents as authorized by State Law.

Infletion - Therate of inflation affects CIP planning in two primary ways: the effect on project costs which must be absorbed within
limited resources; and the effect on projected debt capacity, which is determined in part by estimated increases from property tax and
other revenues available for debt service. Inflation is measured as the Washington-Arlington-Alexandria Consumer Price Index (CPY).

CIP Planning
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TRENDS AND PROJECTIONS

Demographic and Planning Indicators FY25 FY26 FY27 FY28 FY29 FY30 FY31 FY32
POPULATION 1,086,673 1,093,618 1,100,608 1,107,642 1,114,721 1,121,846 1,128,951 1,136,101
Annual Increase 23896 6945 6,990 7,034 7.079 7.125 7.105 7,150
Population Growh Since 2016 41% 4.8% 5.4% 6.1% 6.8% 7.5% 8.2% 8.8%
County Resident Births (Prior Calendar Year) (a) 12,000 12,040 12,100 12,300 12,510 12,720 12,930 13,140
HOUSEHOLDS 390,743 393,240 395754 398,283 400,825 403,381 205945 408,516
Household Annual Growth (%) 0%%  06% 0.6% 0.6% 0.6% 0.6% 0.6% 0.6%
Household Growth Since 2016 47% 5.3% 6.0% 6.7% 7.4% 8.0% 8.7% 9.4%
Household Growth Since 1992 342%  350% 35.9% 36.8% 37 6% 38.5% 39.4% 40.3%
Household Size 278 278 278 278 278 278 278 278
RESIDENT EMPLOYMENT (Jan = Calendar Year) 548,268 541,750 542,362 546,386 551,026 555,617 559,640 563,266
Resident Employment Annual Growth (%) 16%  -12% 0.1% 0.7% 0.9% 0.8% 0.7% 0.6%
Jobs in County (a) 522900 527,400 532,000 536,500 541,100 545,600 550,200 554,700
PERSONAL INCOME ($ Millions) $111,850 $115,450  $119,750  $123,790  $128,180 $132,950 $137,820  $142,920
Per Capita Personal Income $102,930 $105,570  $108800  $111,760  $114,990 $118,510 $122,080  $125,800
Annual Growth (%) 0.7% 2.6% 3.1% 2.7% 2.9% 3.1% 3.0% 3.0%
CONSUMER PRICE INDEX (CPI) - Fiscal Year 2.68%  2.40% 3.04% 2.25% 1.89% 1.78% 1.76% 1.77%
CONSUMER PRICE INDEX (CPI) - Calendar Year (%) 2.44% __ 3.01% 2.59% 2.02% 1.82% 1.76% 1.77% 1.76%
ASSESSABLE TAX BASE ($ Millions) $233,473 5246541  $258,558  $266,897  $270,917 $273,557 5277034 $283,012
Annual Growth (%) 6.9% 5.6% 4.9% 3.2% 1.5% 1.0% 1.3% 22%
[INVESTMENT INCOME YIELD (%) 4.78%  4.00% 3.25% 3.00% 3.00% 3.00% 3.00% 3.00%
[MCPS ENROLLMENT (Sept = Calendar Year) 159,182 156,541 155374 154,117 153,221 152,332 151,194 145,706
Annual Growth (%) 06%  -17% 0.7% 0.8% 0.6% -0.6% 0.7% 1.0%
Annual Increase (Decrease) 1041 2641 1,167 1,257 896 889 1,138 1,488
[MONTGOMERY COLLEGE ENROLLMENTS (B) 18,835 19,494 15,693 20,026 20,223 20,411 20,411 20,411
Annual Growth (%) 5.9% 3.5% 1.0% 17% 1.0% 0.9% 0.0% 0.0%
Full. Time: Equivalents Studerts 17147 15515 15,726 15,954 16,208 18,737 18,737 18,737
(Sept = Calendar Year) (C)
Annual Growih in FTES (%) 61%  -95% 1.4% 1.4% 1.6% 15.6% 0.0% 0.0%

(a) Projections related to County resident births and jobs in the County are provided by M-NCPPC and are as of January 2026.

(b) Projections related to Montgomery College enrcliments are provided by Mentgomery College and include projections through FY30.
Since no projections are provided for FY31-32, the projections for FY30 were used.

(c) Projections related to Montgomery College full-ime equivalents are provided by Montgomery College and include projections through FY30.

Since no projections are provided for FY31-32, the projections for FY30 were used.
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MONTGOMERY COUNTY PUBLIC EDUCATION ENROLLMENTS

Trends and Projections
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