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November 25, 2008

MEMORANDUM
November 20, 2008
TO: County Council
CHL
FROM: Charles H. Sherer, Legislative Analyst

SUBJECT: Recommendation from the Education Committee regarding the FY09 Savings Plan for
Montgomery College '

SCUMMARY OF COMMITTEE RECOMMENDATIONS On November 20, the _Education
Committee reviewed the Executive’s recommended FY09 Savings Plan for Montgomery College.

The Executive recommended savings in the amount of $2,636,364, calculated as 2.5% of the
County contribution (©2 and ©46). The Committee noted that the College projects shortfalls in
revenue from the State, from tuition & fees, from interest income, and from lease income. Asa
result, the College would, or might, have to reduce its FY09 budget by an additional $4,924,403, for a
total reduction of $7,560,767, with the Executive’s recommendation. The State has already cut aid by
$1.2 million, and the College is bracing for a second cut in the same amount.

College staff told the Committee that they expected the Executive to recommend a savings of
2.0%, not 2.5%. They noted that they.are looking for long term rather than one-time savings, and that .
they are considering trying to reopen the collective bargaining agreements, just like the other
agencies. They hope the College would never have to restrict enrollment.

Because of the other reductions the College will have to make, the Committee
. recommends savings in the amount of $2,109,091, calculated as 2.0% of the County
contribution (©2 and ©46). The Committee’s recommended savings are $527,273 less than the
Executive recommended. The Committee was concerned that even this lesser reduction would
adversely impact the students. The College would, or might, still have to reduce its FY09 budget by
an additional $4,924,403, for a total reduction of $7,033,494. See ©48 for detail.

The Committee agrees with the College’s proposal to save $280,000 by not funding the
Campus Connector between the Takoma Park and Rockville campuses, as described below.
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Background As Councilmembers know, Executive staff project an operating budget gap in FY10 of
$250 million. To help eliminate that gap, the Executive proposed a $49.2 million savings plan in
FYO09 in his memorandum to the Council dated November 13, 2008 (©1-2). He also noted that the
projected gap may increase in the near future, and that an additional savings plan may be necessary in
this fiscal year. If the $49.2 million savings plan can be achieved, then reserve at the end of FY09
will presumably be that much higher than it would have been without the savings plan.

The Executive recommends savings from the College of $2.6 million, calculated as 2.5% of
the County contribution (©2 and ©46). However, the College will or may have to reduce its FY09
spending by an additional $4.9 million, for a total reduction of as much as $7.6 million, because of
other shortfalls in revenue as shown on ©48. If the College does not reduce its spendmg by the same
amount as its revenue shortfall, then the College will not be contributing to the savings plan, and will
instead cause the ending reserve to be less than budgeted, not more.

The table on ©48 also shows that the College routinely spends less than its budget. College
staff states that “The College typically reserves about $3.5 million to contribute to the fund
balance to fund budgets two years out”. The FY09 savings of $7.0 million with the Commuittee’s
recommended reduction is 3.3% of the College’s FYO09 budget. This is more than the 2.7% s1x-year
average from FY03- 08, but less than the 3.6% savings in FY04, and less than the 4.7% savings in
FY03.

. The elements of the College’s savings plan are on ©49-50, which addresses the $2.6 million
savings that the Executive suggested. College staff told Council staff that they never stopped the
savings plan they initiated in FY08 and that they will also save the additional amounts needed to
offset the other revenue shortfalls noted on ©48.

As ©48 shows, the latest estimate of credit hour enrollment in FY09 is 9,518/1.9% less than
the enrollment on which the FY09 budget was based, which will facilitate FY09 savings. However,
College staff notes that the only savings associated with this enrollment shortfall is in part-time
faculty, in the amount of roughly $0.5 million. Also, there is a $1.6 million revenue shortfall
resulting from the enrollment shortfall.

&

Campus Conneetor The College proposes that part of its savings will be the $280,000 the Council
approved for the Campus Connector between the Takoma Park and Rockville campuses (©49).
College staff explained that the bids came in around $450,000, which is way over the budgeted
amount, partly because of the larger-than-expected increase in fuel costs. Also, there are too few
students to justify the additional cost.



QFFICE OF THE COUNTY EXECUTIVE

_ : ROCKVILLE, MARYLAND 20850
Isiah Leggett

County Execurive

MEMORANDUM
November 13, 2008
TO: Michael J. Knapp, Council President
FROM: Isizh Leggett, County Exccutive

SUBIJECT: FY09 Savings Plan

~ Attached please find my Recommended FY09 Savings Plan for Montgomery County
Government, as well as the other tax supported County Agencies. The attached plan identifies savings of
nearly $50 million from the current year that will be applied to close the projected gap of over $250 million
in FY 10. We have worked to identify savings that could be realized without severely impacting direct
services, especially to public safety and our most vulnerable residents. However, some service reductions
are unavoidably included in the attached proposed plan. ‘

As in the past, the Council may not be supportive of some of my proposed reductions. If
the Council insists on not supporting the attached proposed reductions, I strongly recommend that it propose
offsetting reductions in other areas of the budget to maintain the total amount of savings that can be used to
close the projected 7Y 10 budget gap. Deferring needed savings at this time will only temporarily postpone
the urgent need to make difficult choices in the future. In fact, the less time in which agencies have to make
the necessary reductions, the deeper and more difficult those reductions will need to be to achieve the same
savings. Resolution: of the budget gap is problematic because even more difficult and complex issues will
need to be addressed during the Council’s short time for reviewing and approving the annal budget. And
as I have made clear, I do not support and will not recommend exceeding the charter limit on property taxes
in the FY 10 operating budget. '

Because of the very serious nature of the current economy, | urge the Council to quickly
approve the reductions proposed in the attached Savings Plan. The projected gap for FY 10 may
significantly worsen in the near future because of continued volatility in the financial markets and the very
real potential for further and substantive reductions in State Aid. We have already absorbed cuts of over
$21 million in State Aid losses between FY09 and FY 10 and we understand that further reductions are

planned for this fiscal year. Under these circumstances. it is quite likely that further current year spending
reductions will be necessary.

The attached plan includes proposed targets for Montgomery County Public Schools
{MCPS), the Maryland-National Capital Park and Planning Commission (M-NCPPC), the Housing
Opportunities Commission (HOC), and Montgomery College (the College). My staff have been in contact
with the fiscal teams of each of these agencies and discussed feasible and attainable spending



Michael J. Knapp, Council President
November 13, 2008
Page 2

reduction targets. However, with the exception of HOC, we have not received a specific spending reduction
plan from any agency that has been approved by the appropriate governing body.

I recommend a savings target of 1% for MCPS which would produce savings of
approximately $19.4 million. As the chart below indicates, the MCPS operating budget accounts for nearly
55% of the tax supported budget, but a 1% target would contribute a little over 39% to the total savings plan
target. The percentage reduction for the other agencies is significantly higher.

As you know, we are actively engaged in discussions with our employee representatives on
economic terms of the existing labor contracts. Even assuming these talks have a successful outcome and
that the Council approves the proposed savings plan of $50 million, we still have a sizeable gap remaining
for FY10. In addition, failure to approve the Emergency Medical Services Transport Fee will necessitate
further reductions to other vital programs and services to maintain fire and rescue services.

I strongly urge the Council to expedite its review and approval of the attached Savings
Plan, so that the necessary actions can be implemented as soon as possible. My staff is available to assist
the Council in its review of the attached proposal. Thank you for your support of our efforts to preserve our
most important services while preserving the fiscal health of the County Government.

Executive Recommended FY09 Savings Plan

Tax Supported Executive Target as % of  Savings Plan

Approved FY(09 Recommended Savings Agency as % of Total Savings TFarget as % of

Budget Plan Target Total Budget Plan' - Budget

MCG 1,279,432,930 -24,747,160, 36.2% 50.3% 1.93%
MNCPPC 106,424,200 2,479,340 3.0% 5.0% 2.33%
MCPS 1,936,956,571 19,369,566 54.8% 39.3% 1.00%
College 212,357,803 2,636,364 6.0% 54% 1.24%
Total 3,535,171,504 49,232,430 1.39%

Notes:
1 Amounts above excludes Debt Service

2 For MCPS, The Executive Recommends a target of 1% of the MCPS appropriation or $19.4 million.

3 The College and MNCPPC have not formally committed to an FY 09 savings plan or specified how
those reductions may be achieved. :

4 The College has indicated that a savings plan target of 2% of Local Contribution or $2 million is
appropriate in light of recent State Aid reductions approved by the Board of Public Works in
October 2008,



FYQ9 Savings Plan - Description/Justificafion ' MC Tax Supported

Ref No. Title $ Revenue

MC Current Fund
Montgomery College

S1A REDUCE: LOCAL COUNTY CONTRIBUTION FOR COLLEGE BY 2% [FY09 BASE -2,109,091 0
$105,454,553)

s1B8 REDUCE: LOCAL COUNTY CONTRIBUTION FOR COLLEGE BY ADDITIONAL -52':f,273 )
0.5% [TOTAL OF 2.5% - WITH 1A - ON FY(09 BASE $105,454,553]

MC Current Fund Total: ;:,'32@36,3'64_ BRI

MC Tax Supported Total: -2,636,364 0

Net Savings: :
(Total Exp. Savings & Revenue Changes) 2,636,364
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MONTGOMERY COLLEGE

- Data provided by the College's Office of Budget

Schedule of Tax Supported Funds Budget and Actual Expenditures FY03 to FY08

1. Expenditures

Savings as % of
Fiscal Year Budget Actual ~ Savings Budget
FYO03 136,637,705 130,225,861 6,411,844 4.7%
FY04 147,052,842 141,691,666 5,361,176 3.6%
FYO05 151,458,164 149,329,384 2,128,780 1.4%
FY06 164,379,763 160,427,819 3,951,944 2.4%
FYO7 180,167,038 177,831,940 2,335,098 1.3%
FY08 197,417,872 192,057,100 5,360,772 2.7%
Average 2.7%
FY09 savings

FYO09 State, 1st cut 212,357,803 1,224,403 0.6%
FY09 State, possible 2nd cut 212,357,803 1,200,000 0.6%
Decrease tuition & fees from '
lower than projected enrollment | 212,357,803 1,600,000 0.8%
Other decreased revenue (less
income from interest & rent) 212,357,803 900,000 0.4%
FY09 County savings plan, ED
recommendation 212,357,803 2,109,091 1.0%
FY09 Totai 212,357,803 7,033,494 3.3%
SUMMARY
County savings plan 2,109,091
Non-County savings required because of other revenue shortfalls 4,924,403

Total savings - 7,033,494
II. Enrollment in credit hours Over (Under) Budget
Fiscal Year Budget Actual # %
FY03 ' 419,535 415,189 (4,346) (1.0)%
FY04 426,078 419,374 {6,704) (1.6)%
FY05 427,201 429,962 2,761 0.6 %
FYO06 440,194 434,806 {5,388) (1.2)%
FYO07 453,490 452,322 (1,168) (0.3)%
FYO08 467,378 471,006 3,628 0.8 %
FY(09 497,341 487,823 (9,518) (1.9%

" enrollment is the estimate based on fall 2008 enrollment.

. FYO09 "act

F:\SherenExcel\College\Budget vs Actual spending FY03-08.xIs, Sheet2, 11/20/2008, 4:06 pm
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Office of the President

November 13, 2008

The Honorable Michael Knapp, President
Montgomery County Council and

Members of the Montgomery County Council
Stella B. Werner Council Office Building

100 Maryland Avenue

Rockville, Maryland 20850

Dear Mr. Knapp and Members of the Montgomery County Council:

Montgomery College understands the difficult financial situation facing both the State and the
County. We will do our part to meet the FY09 Budget Savings target that the County has set for
the College in the amount of $2,109,091, which is twe percent of our County support for the tax-
supported funds. '

To attain this target we have done the following:

» Continued a three-month or more hiring delay on all vacant positions. Many of these
positions will not be filled this fiscal year and a hiring freeze is being considered for all
but essential positions.

o A deferral of all major purchases and contracts that are not essential to the maintenance of
the services we offer our students. All relevant resolutions proposed for action by the
Board of Trustees will be carefully scrutinized by the President’s Executive Council to
determine if they are mission critical. This executive review will be guided by an abiding
commitment to fiscal restraint and service to our students.

e Designated that the $280,000 that was earmarked for the Campus Cohnector service will
be used for the savings program (with Council concurrence). '

* Restrict long-distance travel unless noted as a special circumstance,

If we are asked to reduce an additional ¥ percent ($527,273) we will have to leave more
positions vacant. Please keep in mind that our FY09 State aid was just reduced by $1.5 million
(51,224,403 to the Cwrrent Fund) and that there is a strong possibility that this is just the first
round of cuts by the State.

900 Hungerford Drive, Rockville, Maryiand 20850 | 240-567-52567 | www.montgomerycollege.edu
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The Honorable Michael Knapp

Members of the Montgomery County Council
November 13, 2008

- Page2

With these changes, Montgomery College expects to meet the target set by the County while still
ensuring our students receive the education and support services they need. While the County
faces a difficult challenge, we know that your focus will remain on best serving the residents and
the students of Montgomery County. Thank you for your continued support of Montgomery
College.

Sincerely,

B s

Brian K. Johnson, Ed.D.
President

cc: The Honorable Isiah Leggett
Ms. Roberta F. Shulman, Chair, Montgomery College Board of Trustees
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AGENDA ITEM #10A-2

November 25, 2008
Action
MEMORANDUM
November 21, 2008
TO: County Council
FROM:  Essie McGuire, Legislative Analystryu@w-

SUBJECT: FY(09 Budget Savings Plan for the Montgomery County Public Schools

EDUCATION COMMITTEE RECOMMENDATION

The Education Committee recommends that the Council approve a savings
plan contribution of $3 million for MCPS at this time, with the expectation that
MCPS will continue to work aggressively toward greater savings through the course
of the fiscal year.

Today the County Council will review the County Executive’s recommended
FY09 savings plan for the Montgomery County Public Schools (MCPS). The Council
will also review the most recent MCPS financial report reflecting preliminary projections
of the MCPS savings plan implemented in September. Representatives from County
Government and from MCPS will be present to discuss these savings targets.

As part of his total FY09 savings plan, the County Executive has
recommended a savings target of $19.4 million for MCPS (circles 1-3). This
represents one percent of the tax supported approved FY09 budget for the school system.
Circle 2 notes that this amount would contribute approximately 39 percent of the
Executive’s total $49.2 million savings target. MCPS’ approved FY(9 tax supported
appropriation represents almost 55 percent of the total tax supported budget.

The most recent MCPS financial report reflects financial conditions as of
September 30 and projects an expenditure surplus of $3 million for the fiscal year
(circles 4-9). This surplus reflects the savings plan that MCPS implemented in
September of this year in response to increasing fiscal concerns.



MCPS Financial report

The financial report is a preliminary prOJectlon and at this point in the fiscal year
it reflects incomplete data. While it encompasses three months of the fiscal year, it
captures only one month of the school year expenditures.

The financial report anticipates the following category surpluses:

o Category 1, Administration: MCPS projects a surplus of $1 million in this
category due to the savings plan restrictions.

o Caregory 2, Mid-level Administration. MCPS projects a surplus of $2 million in
this category due to the savings plan restrictions,

o  Category 4, Textbooks: MCPS projects a surplus of $1 million in this category
due to the savings plan restrictions.

o Category 5, Other Instructional Costs: MCPS projects a surplus of $1 million in
this category due to the savings plan restrictions.

o Category 6, Special Education: MCPS projects a surplus of $2 million in this
category due to the savings plan restrictions.

e Category 11, Maintenance of Plant: MCPS projects a surplus of $300,000 in this
category due to the savings plan restrictions.

e Category 12, Fixed Charges: MCPS projects a surplus of $700,000 in this
category due to lower than anticipated tuition reimbursements and FICA
payments.

The financial report anticipates the following category deficits:

o Category 3, Instructional Salaries: MCPS projects a deficit of $3 million in this
category due to lower than anticipated lapse and turnover savings. This may also
include projections of higher enrollment.

e Category 9, Student Transportation: MCPS projects a deficit of $2 million in this
category due to projected fuel costs.

The financial report projects revenues on target at this time.

Savings Plan Implementation

On September 18, the Superintendent informed the Council that he was
implementing a “comprehensive set of expenditure restrictions, including a hiring
freeze”. His memorandum enclosed a memorandum from the Chief Operating Officer,
Larry Bowers, which detailed the implementation of the restrictions. This
implementation plan is very similar to the restrictions implemented for FY08.

On circle 13, the memorandum lists 11 types of positions that are exempted from
the hiring freeze. These are the same categories as were exempted last year. During the
Education Committee’s discussion of the FY08 savings plan, the Committee requested
information on the proportion of total positions frozen. For FY08, the frozen positions
represented approximately 68 percent of total positions; MCPS staff confirmed that the
proportion for FY09 would be very close as the exemptions are essentially the same.



Frozen positions include classroom and other teachers, elementary assistant
principals, counselors, and other school based positions. Most administrative positions
are frozen, as are business and technology positions. Building service workers are frozen
as are maintenance and mechanic positions.

Recent year-end savings

In each of the past five fiscal years, MCPS has ended the year with a significant
fund balance. For some of these years, the balance has been achieved deliberately
through savings plans, such as in FY04 and again in FY08. For some years, the surplus is
a result of unexpected factors, such as in FY05 and FY(7 which both saw lower than
expected enrollment.

The final year-end balance for the last five years is as follows (these balances
include both expenditures and revenues):

FY08 $17.9 million
FY07 $12.3 million
FY06 $7.4 million
FYO05 $14 million
FY04 $10.3 million

For FY08, the September 30 financial report projected a deficit of $1.3 million.
For FY07, the September 30 report projected a surplus of $2.4 milijon.

Factors that may affect savings

For FY08, the school system’s largest category deficits came in the categories of
student transportation and special education. In this report, MCPS anticipates a potential
deficit in transportation and a potential surplus in special education.

How these significant categories end the fiscal year will depend on many external
factors. For transportation, the eventual cost of fuel is a clear determinant. While prices
are relatively low at the moment, the school system projects an increase. The Federal
Energy Information Administration (EIA) projects a significantly lower year average cost
for diesel than it had in the previous month. The November projection for the year
average for diesel is $2.73 per gallon; in October, the year average forecast was $3.91 per
gallon for diesel. For special education, much depends on the type and number of non-
public placements each year, as well as other service related costs.

The Education Committee has discussed the increased enroliment this year, with
MCPS projecting over 1,600 students over last year and over budgeted levels. This may
also affect the school system’s capacity for savings, as these increases are absorbed
across the system.

Revenue may be another significant factor. As noted, the financial report projects
revenues to stay on target. However, the State has raised the issue of whether to take all
or part of the Geographic Cost of Education Index (GCEI) funding as part of its own



savings effort. No action has been taken to date, but if additional reductions are required
this funding could be in question. The total amount of GCEI funding for MCPS for
FYO09 is $18.4 million.

In short, past history would indicate that MCPS has the potential to achieve
significant savings with measures to restrict expenditures. However, the eventual
outcome will be affected in large part by whether these cost factors remain favorable.

\meguire\2008\mceps savings plan ccl pekt 1108.doc
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OFFICE OF THE COUNTY EXECUTIVE
Isiah Leggett ROCKVILLE, MARYLAND 20850

- County Executive
MEMORANDUM n

November 13, 2008

TO: Michael J. Knapp, Council President

FROM: Isiah Leggett, County Executive j W

SUBJECT: FY09 Savings Plan

Attached please find my Recommended FY09 Savings Plan for Montgomery County
Government, as well as the other tax supported County Agencies. The attached plan identifies savings of
nearly $50 million from the current year that will be applied to close the projected gap of over $250 million
in FY10. We have worked to identify savings that could be realized without severely impacting direct
services, especially to public safety and our most vulnerable residents. However, some service reductions
are unavoidably included in the attached proposed plan, '

As in the past, the Council may not be supportive of some of my proposed reductions. If
the Council insists on not supporting the attached proposed reductions, I strongly recommend that it propose
offsetting reductions in other areas of the budget to maintain the total amount of savings that can be used to
close the projected FY 10 budget gap. Deferring needed savings at this time will only temporarily postpone
the urgent need to make difficuit choices in the future. In fact, the less time in which agencies have to make
the necessary reductions, the deeper and more difficult those reductions will need to be to achieve the same
savings. Resolution of the budget gap is problematic because even more difficult and complex issues will
need to be addressed during the Council’s short time for reviewing and approving the annual budget. And

as I have made clear, I do not support and will not recommend exceeding the charter limit on property taxes
in the FY 10 operating budget.

Because of the very serious nature of the current economy, I urge the Council to quickly
approve the reductions proposed in the attached Savings Plan. The projected gap for FY'10 may
significantly worsen in the near future because of continued volatility in the financial markets and the very
real potential for further and substantive reductions in State Aid. We have already absorbed cuts of over
$21 million in State Aid losses between FY(9 and FY10 and we understand that further reductions are
planned for this fiscal year. Under these circumstances, it is quite likely that further current year spending
reductions will be necessary.

The attached plan includes proposed targets for Montgomery County Public Schools
(MCPS), the Maryland-National Capital Park and Planning Commission (M-NCPPC), the Housing
Opportunities Commission (HOC), and Montgomery College (the Coliege). My staff have been in contact
with the fiscal teams of each of these agencies and discussed feasible and attainable spending



Michael J. Knapp, Council President
November 13, 2008
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reduction targets. However, with the exception of HOC, we have not received a specific spending reduction
plan from any agency that has been approved by the appropriate governing body.

1 recommend a savings target of 1% for MCPS which would produce savings of
approximately $19.4 mitlion. As the chart below indicates, the MCPS operating budget accounts for nearly
55% of the tax supported budget, but a 1% target would contribute a little over 39% to the total savings plan
target. The percentage reduction for the other agencies is significantly higher.

As you know, we are actively engaged in discussions with our employee representatives on
economic terms of the existing labor contracts. Even assuming these talks have a successful outcome and
that the Council approves the proposed savings plan of $50 million, we still have a sizeable gap remaining
for FY10. In addition, failure to approve the Emergency Medical Services Transport Fee will necessitate
further reductions to other vital programs and services to maintain fire and rescue services.

1 strongly urge the Council to expedite its review and approval of the attached Savings
Plan, so that the necessary actions can be implemented as soon as possible. My staff is available to assist
the Council in its review of the attached proposal. Thank you for your support of our efforts to preserve our
most important services while preserving the fiscal health of the County Government.

Executive Recommended FY09 Savings Plan

Tax Supported Executive Targetas % of  Savings Plan

Approved FY09 Recommended Savings Agency as % of Total Savings Target as % of

Budget Plan Target Total Budget Plan’ Budget

MCG 1,279,432,930 24,747,160 362% 50.3% 1.93%
MNCPPC 106,424 200 2,479,340 3.0% 5.0% 2.33%
MCPS 1,936,956,571 19,369,566 54.8% 393% . 1.00%
College 212,357,803 2,636,364 6.0% 5.4% 1.24%
Total 3,535,171,504 49,232,430 1.39%

Notes:
1 Amounts above excludes Debt Service
2 For MCPS, The Executive Recommends a target of 1% of the MCPS appropriation or $19.4 million.
3 The College and MNCPPC have not formally committed to an FY09 savings plan or specified how
those reductions may be achieved.
4 The College has indicated that a savings plan target of 2% of Local Contribution or $2 million is

appropriate in light of recent State Aid reductions approved by the Board of Public Works in
October 2008. )



FY09 Savings Plan MCPS Tax Suppoﬁed
" RefNo. Title R . T - ,

MCPS Current Fund
MCPS
Decrease Cost

S1 MCPS reductions to meet the savings plan target -19,369,570
-19,369,570
MCPS  -19,369,570

o Qoo

MCPS Tax Supported  -19,369,570

Net Savings

(Total Exp. Savings & Revenue Changes) -19,369,570
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