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February 3, 2014 
Worksession 

MEMORANDUM 

January 30, 2014 

TO: Government Operations and Fiscal Policy Committee 

FROM: Jacob Sesker, Semor Legislative Analyst ()6 
SUBJECT: Worksession: Spending Affordability Guidelines for the FY15 Operating Budget 

Staff Recommendations: 
1. Set the ceiling on property tax revenues at the Charter limit with tax credits. 
2. Set the ceiling on the Aggregate Operating Budget (AOB) at 1.80% above the FY14 AOB. 
3. Allocate the AOB as follows: 

a. Debt service $348.6 million 
b. Current revenue for capital projects $61.1 million 
c. PAYGO $40.5 million 
d. OPEB $134.3 million 
e. MCPS $2,127.2 million 
f. Montgomery College $142.9million 
g. Montgomery County Government $1,310.2 million 
h. M-NCPPC $103.6 million 

4. Set limits on community grants: 
a. Overall limit $6.8 million 
b. Divided evenly between Council and Executive grants ($3.4 million each) 

Introduction 

The purpose of this worksession is to recommend spending affordability guidelines for the FY15 
operating budget. On January 28th

, a public hearing was held. Testimony from the Board of Education 
was submitted and is attached at © 20. Council action is scheduled for February 11. The deadline for 
the Council to adopt the guidelines is the second Tuesday in February, which falls this year on 
February 11.1 

Before FYlO, the Council was required to set the guidelines in December and could amend the guidelines in April. On 
September 16,2008, the Council unanimously approved Bill 28-89, which made significant changes to the Council's process 
related to the guidelines. To wit, Bill 28-89 specified that the Council must set the guidelines no later than the second 
Tuesday in February and that the guidelines could not thereafter be amended. 
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Under the County Charter and Code,2 the Council must set three spending affordability 
guidelines for the FY15 operating budget: 

1. Ceiling on property tax revenues 
2. Ceiling on the aggregate operating budget (AOB) 
3. Allocation of that AOB 

In recent years, Council practice has been to concurrently establish a spending target for 
community grants as part of the spending affordability process. That portion of this memo was prepared 
by Joan Schaffer, Council Grants Manager. 

Under §20-61 of the Code, the Council should consider several factors when adopting its 
guidelines. Those factors are the condition of the economy, the level of economic activity in the County, 
trends in personal income, and the impact of economic and population growth on projected revenues.3 

Economic factors 

Unemployment in Montgomery County fell to 4.5% in November of 2013, below the calendar 
year 2013 average rate of 5.1 % but still well above the 2.6% unemployment rate in 2007. In fact, the 
County's unemployment rate had not reached 4.0% in the past two decades. Resident employment grew 
at a rate that exceeded the rate ofpopulation growth last year. 

Total personal income increased 1.8% in calendar year 2013, below Finance's February 2013 
projection of 2.6%. Wage and salary income overall increased by 2.2%, which was well below 
Finance's February 2013 projection of 3.2% used in preparing the FY14 Operating Budget. Non-wage 
and salary income fared better, but gains from dividends and capital gains are spread less evenly 
throughout the County's population. Finance revised downward projections for total personal income, 
wage and salary income, and per capita personal income not just for FY15 but also for subsequent years. 
See ©22 . 

. OMB Director Jennifer Hughes, in her transmittal of the December Fiscal Plan Update, urged 
"continued restraint in the County's spending plans." See © 8. While the County's November income 
tax distribution was strong, most of the increase in income tax revenue reflected increases in one-time 
elements of the distribution, such as extended filings, estimated payments, and reconciliations. 

Staff urges caution and restraint. While population and job growth trends remain positive, 
underlying economic trends do not indicate that recent increases in total personal income are broad­
based. Furthermore, many potential signs of strength remain uncertain. For example, capital gains 
income could be negatively affected by the tapering of the Federal Reserve's Quantitative Easing, which 
had buoyed the recent surge in the S&P 500. The tapering of Quantitative Easing could lead to an 

2 On November 6, 1990, voters amended the Charter to add to §305 the requirement that "The Council shall annually adopt 
spending affordability guidelines for the capital and operating budgets, including guidelines for the aggregate capital and 
aggregate operating budgets. The Council shall by law establish the process and criteria for adopting spending affordability 
~uidelines." The resulting law is in §20-59 through §20-63 of the Code. 

Under §20-61(b), the Finance Director must, "each January, and at other times as necessary, consult with independent 
experts, who need not· be County residents, from major sectors of the County economy. The experts should advise on trends 
in economic activity in the County and how activity in each sector ofthe economy may affect County revenues. The Director 
must report the experts' views, if any are received, to the Executive and Council." In recent years, the Business Advisory 
Panel has met in February and the results of that meeting have been transmitted to the Council in March. This practice 
should change starting with FY16 in order to ensure future compliance with §20-61(b). 
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increase in interest rates and inflation, resulting in downward pressure on disposable Income and 
housing prices. 

Spending Affordabilitv Guidelines for the FY15 Operating Budget 

1. Ceiling on property tax revenue. 

(a) Background 

Under §305 of the Charter, nine affirmative votes are required to set the property tax rates in 
May/June if the amount of property tax revenue from existing real property exceeds the previous year's 
tax by more than the rate of inflation. "Charter limit" is a term that is frequently used to mean the 
maximum amount of property tax revenue the Council can approve without requiring nine affirmative 
votes. 

The limit applies only to property tax revenue from existing real property. "This limit does not 
apply to revenue from: (1) newly constructed property, (2) newly rezoned property, (3) property that, 
because of a change in state law, is assessed differently than it was assessed in the previous tax year, 
(4) property that has undergone a change in use, and (5) any development district tax used to fund 
capital improvement projects." Finally, the limit applies to revenue from taxes on real property only and 
does not apply to revenue from taxes on personal property. 

Note that it is the amount of real property tax revenue from existing real property, not the 
property tax rate, which cannot increase by more than the rate of inflation. Interestingly, there is no 
single "Charter limit" number-the maximum amount of property tax revenue that can be raised without 
affinnative votes of nine Councilmembers varies depending upon the specific combination of rate 
increases and credits that the Council chooses during its deliberations in May.4 

(b) Recommendation 

Staff recommends setting property tax revenue at the Charter limit, consistent with the 
approved fiscal plan. The Council adopted the County's Tax Supported Fiscal Plan Summary for the 
FY13-18 Public Services Program (Resolution 17-800) on June 25, 2013. See ©2-S. For FYI4, the 
Council set property tax revenue at the Charter limit with a $692 income tax offset credit. The approved 
fiscal plan assumes property tax revenue at the Charter limit in FY15-20. 

4 The Council approves the final calculation of the Charter limit when it sets the tax rates and credit amount in Mayor June 
of each year. 
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2. Ceiling on the aggregate operating budget. 

(a) 	Background 

The aggregate operating budget (AOB) is defined as total appropriation from current operating 
revenues for the next fiscal year, including current revenue funding for capital projects, but excluding 
any appropriation made for the following: specific grants, enterprise funds, tuition and tuition-related 
charges at Montgomery College, and the Washington Suburban Sanitary Commission. 

The components of the AOB are referred to as "tax supported" budgets, as opposed to the other 
components, which are not funded by County taxes. The so-called "tax supported" budgets are not 
funded exclusively by taxes; non-tax sources of funding for "tax supported" budgets include state and 
federal aid, interest income, and some user fees. 

In setting the ceiling on the AOB, the Council is trying to set a maximum on the amount the 
Council will approve in May based on how much the Council thinks in February the County's residents 
can afford in the following fiscal year. 

• 	 The Council is not setting a target for the AOB. 
• 	 The Council is not predicting the total amount the agencies will request. 
• 	 The Council is not predicting the total amount the Executive will recommend. 
• 	 The Council is not predicting the total amount the Council will approve in May/June. 

Whatever AOB the Council sets will result in tax burdens that are more affordable for some 
residents and less affordable for others. The spirit of the spending affordability guidelines is to ensure 
that the tax burden on residents generally is affordable. 

The effect of establishing this guideline is to establish an amount above which a supermajority of 
Councilmembers must support any aggregate operating budget approved. The affirmative votes of a 
majority of Councilmembers are all that is required to approve an AOB that exceeds the previous year's 
AOB by less than the rate of inflation. Under the Charter, any AOB that exceeds the previous year's 
AOB by more than the rate of inflation (to 'wit, 1.50 %) requires the affirmative votes of six members. 
Seven affirmative votes are required to approve an AOB that exceeds the AOB ceiling established by the 
Council through the SAG process. 

Neither the Charter nor the Code specifies how to set the ceiling on the AOB. Until FY09, the 
ceiling was set using revenue projections based on current tax rates. This approach implied an 
assumption that a budget funded by taxes at current rates was "affordable." 

In the last five fiscal years, the Council has not used projected resources as a basis for 
establishing this spending affordability guideline. During that five year period, the Council has taken 
five different approaches: 

• 	 In FYIO, the ceiling on the AOB was set at 5.9% of personal income (4.7% increase above FY09 
approved AOB). 

• 	 In FYll, the ceiling on the AOB was set at the FYIO approved AOB (no change from FYlO 
approved AOB). 

• 	 In FYI2, the ceiling on the AOB was set at the FYll approved AOB plus inflation (1.7% 
increase above FYII approvedAOB). 

• 	 In FY13, the ceiling on the AOB was set at the FYl2 approved AOB plus the year-over-year 
increase in personal income (4.8% increase above FYl2 approved AOB). 
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• 	 In FYI4, the ceiling on the AOB was set at the FY13 approved AOB plus the year-over-year 
increase in personal income, plus any additional increases in State aid to MCPS and 
Montgomery College. 

As the recent history indicates, there are mUltiple rational approaches to setting the ceiling on the 
AOE. Council staff presents four potential options for FY15 on 1: 

• 	 Under Option #1, the AOB ceiling is held at the level of the FY14 approved AOB (no change). 
• 	 Under Option #2, AOB increases (FYI4 to FY15) by 1.50%, the estimated rate of inflation for 

the 12 month period through November 2013. 
• 	 Under Option #3, AOB increases 1.64%, which represents the sum of (a) estimated population 

growth rate for Calendar Year 2013; and (b) the estimated rate of inflation for the twelve month 
period through November 2013.5 

• 	 Under Option #4, AOB increases by 1.80%, the increase in Total Personal Income for the 
12 month period through November 2013. 

Option #3 is included here not because it provides an option for FY15 that is substantially 
different from either Option #2 or Option #4, but rather because it is an alternative proposed in a recent 
paper published by the George Mason University Mercatus Center's State and Local Policy Project 
("The Appearance of Fiscal Prudence," 2012). 

(b) 	Recommendation 

Staff recommends establishing a ceiling on the AOB at an amount equal to the increase in 
Personal Income for the 12 month period ending November 2013 (Option #4). Using this 
recommendation, the ceiling on the AOB would be set at 1.80% above the FY14 AOE. Notably, this 
number is much closer to inflation than in years past; consequently, the range of options presented to the 
Council this year is narrower. 

3. Allocation of the AOB among the following: debt service; current revenue funding for the 
capital budget; retiree health insurance pre-funding (OPEB); and operating expenses for MCPS, 
Montgomery College, County Government, and M-NCPPC. 

(a) 	Background 

'The County Code requires the Council to set agency (and non-agency) allocations as part of the 
SAG process. However, these allocations are not predictions of the actual budgets. It is through the 
budget process that the Council considers competing demands, establishes priorities, and allocates 
resources. Actual allocations will be determined during the Council's budget process in April and May. 

No supermajority requirement is triggered if the Council, in approving the budget, 
allocates either more or less to any agency or non-agency category than was allocated through the 
SAG process. This spending affordability guideline is merely a guideline for the CounciL The only 
requirement triggered by this guideline affects the agencies rather than the Council-under County Code 

5 Option #3 is clearly very similar to Option #2 insofar as it is largely driven by inflation; clearly, the distinguishing 
characteristic of Option #3 is that it also takes into account an increase in population (which is one driver of government 
service costs). While Option #3 is very similar to Option #4 in this discussion of the FY15 guidelines (1.64% to 1.80%), the 
spread between the numbers would have been greater in last year's discussion of the FY14 guidelines (2.86% vs. 4.43%). 
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§20-63, any agency requesting more than the Council's spending affordability guidelines must submit to 
the Council by March 31 prioritized expenditure reductions that would be necessary to comply with the 
adopted budget allocation and a summary of the effect on the agency's program of the recommended 
prioritization. 

The spending affordability guidelines approved in 2013 included an exemption for State aid in 
excess of projected State aid. This exemption helped ensure that no agency (e.g., MCPS) would need to 
write a letter prioritizing expenditure reductions that would be necessary to comply with the adopted 
budget allocation solely as a result of receiving more State aid than projected. This year's proposed 
resolution includes the following provision: 

b) Notwithstanding the above, the Council intends that any agency spending allocations which, as a 
result ofadditional increases in State aid, exceed the ceilings specified in (b) do not trigger the 
requirements of§20-63(b). 

The SAG allocations that the Council approves are not the final allocations that the Council will 
approve in May. At least three factors could change the allocations by then: 

• 	 Factor #1: Revenue estimates could be revised up or down from the December 2013 Fiscal Plan 
Update. See © 6. 

• 	 Factor #2: Some of the current revenue funding and the pre-funding for OPEB from the Fiscal 
Plan Update could be shifted to the agency allocations. 

• 	 Factor #3: After reviewing each agency's request and considering the Council's priorities for the 
many and varied services the agencies provide, the Council may decide that different agencies 
should have a different percentage change from FY14. 

(b) 	Recommendations 

Debt Service 

Debt service is a fixed charge that must be paid before making the allocation of any resources to 
the four agencies. Long-term leases are included, since these payments are virtually identical to debt. 
Debt service is in the County Government's debt service fund and also in the budget for M-NCPPC. 
The amount of deht service next year should be based on the amount of debt currently 
outstanding and estimated to be issued, $348.6 million, consistent with the December 2013 Fiscal 
Plan Update. That figure includes $344.4 million for County debt service and $4.2 million for 
M-NCPPC debt service. 

Current Revenue Funding tor the Capital Budget 

There are two types of current revenue funding for the capital budget. One type is funding for 
capital projects that do not meet the criteria for bond funding and must be funded with current revenue, 
or not funded at all. Council staff recommends $61.1 million, consistent with the December 2013 
Fiscal Plan Update. 

The other type is referred to as "PAYGO from Current Revenue for Bond Offset" (pay as you 
go). PAYGO is funding for projects that are eligible for bond funding but for which the Council has . 
decided to use current revenue to decrease the need for bonds. The substitution of current revenue for 
bonds helps protect Montgomery County's AAA bond rating by reducing indebtedness and decreasing 
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future operating budget expenses for debt service. Council staff recommends $40.5 million, 
consistent with the December 2013 Fiscal Plan Update. 

Retiree health insurance pre-funding (OP EB) 

Total tax-supported contributions in FYlO-13 ($12.0 million, $0, $49.6 million, and 
$105.4 million, respectively) were held down by budget pressures. FY14 contributions are estimated at 
$138.0 million. Council staff recommends allocating $134.3 million to OPEB, consistent with the 
December 2013 Fiscal Plan Update.6 That figure includes $74.4 million for MCPS, $3.3 million for 
Montgomery College, $54.1 million for County Government, and $2.5 million for M-NCPPC. 

Agency Allocations (County Government. MCPS, Montgomery College. and M-NCPPC) 

The spending affordability guidelines are merely guidelines. As noted above, any agency 
requesting more than the Council's spending affordability guidelines must submit to the Council by 
March 31 prioritized expenditure reductions that would be necessary to comply with the adopted budget 
allocation and a summary of the effect on the agency's program of the recommended prioritization. 
However, Staffrecommends that the resolution should state that a projected increase in State aid should 
not, by itself, trigger this requirement. 

Staff recommends allocations to MCPS and Montgomery College at maintenance of effort 
levels, including formula funding for state aid. The allocation of aggregate operating budget to 
MCPS ($2,127.2 million) includes the local contribution, local contribution to MCPS retirement, State 
aid as estimated in the Superintendent's recommended budget, and fund balance. The allocation of 
aggregate operating budget to Montgomery College is $142.9 million-equal to the FY14 allocation in 
the approved AOB. It may be necessary to revise Montgomery College's allocation after further review 
of assumed FY15 tuition and non-tuition revenue. 

Staff recommends allocating the remainder to County Government and M-NCPPC in 
proportion to their FY14 allocations. 

4. Overall Spending Target for Community Grants (prepared by Council Grants Manager) 

For the last 6 years, the County Council has set an overall spending target for Community Grants 
as part of its actions establishing spending affordability guidelines for the operating budget. While the 
target is not binding, it assists the Council in budget planning. For FY14, the target set by the Council 
was $5.8 million, split equally between the Council and Executive at $2.9 million each. In May 2014, 
the Council approved $2.2 million in Council Community Grants that had gone through the Council's 
grants process and $4.6 million in Executive-recommended Community Grants, for a total of 
$6.8 million. 

Three options are presented: 

Option #1. An overall target for Council and Executive Community Grants of $6.8 million 
would be the same overall level of funding for Community Grants as the Council approved last 

6 For purposes of setting the Council's spending affordability guidelines, OPEB contributions (MCPS, Montgomery College, 
Montgomery County Government, and M-NCPPC) are treated as non-agency allocations, similar to debt service. 
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spring for the FY14 budget. 

Staff recommends this option as the target spending level for Community Grants for FYI5, 
with the amount split equally between the Council and Executive at $3.4 million each. This is the 
approach that has been used for the past several years. 

An equal split of the amount between Council and Executive Grants for FY15 would be an 
increase in Council grants from the amount approved for FY14 and a decrease in the amount 
recommended by the County Executive and approved by the Council in the FY14 budget. 

Option #2. Alternatively, the Council could set a separate target amount for both Council 
and Executive grants at the amount approved in the FY14 budget ($2.2 million/Council and 
$4.6 millionlExecutive). 

Option #3. Establish a target for Council grants only. 

Proposed language for the Council Resolution on spending affordability guidelines would state: 

"The Council's intent is that $xxx million of the County Government's allocation will be 
appropriated for Community Grants (this amount excludes Community Service Grants), with 
Executive-recommended Community Grants totaling $xxx million and Council Community 
Grants totaling $xxx million." 

Januar 
Janua 
Febru 

Council action 

Contents: 
© 
 Item 

Council staff's calculations 
Approved Fiscal Plan Summary 
December 2013 Fiscal Plan U date 
FY14 Ag e ate Operating Budget 
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F:\Sesker\project files\SAG OB\FY15\GOFP SAG DB FY15.doc 

8 




2 
3 
4 

5 
6 
7 
8 
10 
II 

12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

A B C D E F 

Table I: Spending Affordability Guideline 2 (Ceiling 011 the FYI5 AOB, $millions) 
FY14 ApprovedAOB 4.193.0 Option 1 Option 2 Option 3 
l. No change FY13 to FY14 +0.00% 
2. Inflation CY13 +1.50% 
3. Inflation CY 13 plus population growth 
CY13 +1.64% 
4. Change in personal income CY 13 
Ceiling on FY15 AOB $4,193.0 $4,255.9 $4,261.8 
% change from FY 14 Approved +0.00% +1.50% +1.64% 

Table 2: S endin Affol'dabilitv Guideline 3 (Allocation of FY 15 AOB. $milliolls) 

A. Non agency allocations 
Debt service 

County debt service 
MNCPPC debt service 

Current revenue, specific projects 
Current revenue, P A YGO 
Retiree health insurance prefunding (OPEB) 

OPEB for MCPS 

OPEB for Montgomery College 

OPEB for County Government 

OPEB for MNCPPC 


Subtotal, non-agencies 

B. Agency allocations 
MCPS 
College excl. expen. funded by tuition 
County Government 
MNCPPC 
Subtotal, agencies 
Aggregate Operating Budget 

% 
FYI4 agency 
App total Option I Option 2 Option 3 

$309.2 $344.4 $344.4 $344.4 
4.2 4.2 4.2 4.2 

54.2 61.1 61.1 61.1 
29.5 40.5 40.5 40.5 

83.7 74.4 74.4 74.4 
2.4 3.3 3.3 3.3 

48.9 54.1 54.1 54.1 
3.0 2.5 . 2.5 2.5 

535.0 584.4 584.4 584.4 

2,084.3 57.0% 2,127.2 2,127.2 2,127.2 
142.9 3.9% 142.9 142.9 142.9 

1,325.9 36.2% 1,240.4 1,298.7 1,304.1 
104.8 2.9% 98.1 102.7 103.1 

3,657.9 100% 3,608.5 3,671.4 3,677.3 
4,193.0 4,193.0 4,255.9 4,261.8 

Table 3: Chan e in Agencv Alloc~ltioIlS, FY I..J. a roved to FY 15 recommended 
Option I Option 2 Option 3 

MCPS +2.06% +2.06% +2.06% 
College exc!. expen. funded by tuition 0.00% 0.00% 0.00% 
County Government -6.45% -2.05% -1.64% 
MNCPPC -6.45% -2.05% -1.64% 
Total -1.35% +0.37% +0.53% 

G 

Option 4 

+1.80% 
$4,268.3 
+1.80% 

Option 4 

$344.4 
4.2 

61.1 
40.5 

74.4 
3.3 

54.1 
2.5 

584.4 

2,127.2 
142.9 

1,310.2 
103.6 

3,683.9 
4,268.3 

Option 4 
+2.06% 

0.00% 
-1.18% 
-1.18% 

+0.71% 
~~----------------------------------------~~~--~~~--~~--~~~ 
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Resolution No.: 17-800 
~~~~~------------

Introduced: June 18, 2013 
Adopted: June 25, 2013 

COUNTY COUNCIL 

FOR MONTGOMERY C~UNTY, MARYLAND 


By: Government Operations and Fiscal Policy Committee 

SUBJECT: 	 Awroval ofthe County's Tax Supported Fiscal Plan Summary for the FY14-19 
Public Services Program 

Background 

1. 	 Section 302 of the County Charter states in part: The County Executive shall submit to the 
Council, not later than March 15 ofeach year, comprehensive six-year programs for public 
services and jiscal policy. The six-year programs shall require a vote of at least jive 
Councilmembers for approval or modification. Final Council approval of the six-year 
programs shall occur at or about the date ofbudget approval. 

2. 	 Over the last two decades the Council's Government Operations and Fiscal Policy 
Committee (known until December 20 10 as the Management and Fiscal Policy Committee) 
has collaborated with the Office of Management and Budget and the Department of Finance 
to develop and refine County fiscal projections. The result has been continuous improvement 
in how best to display such factors as economic and demographic assumptions, individual 
agency funds, major known commitments, illustrative expenditure pressures, gaps between 
projected revenues and expenditures, and productivity improvements. This work has also 
increased the County's ability to harmonize the fiscal planning methodologies of the four tax 
supported agencies. Each version of the fiscal projections, or six-year fiscal plan, is a 
snapshot in time that reflects the best estimate of future revenues and expenditures as of that 
moment, as well as a specific set offiscal policy assumptions. 

3. 	 On June 29, 2010 the Council approved policies on reserve and other fiscal matters in 
Resolution No. 16-1415. Action clause 5 states: The County should adopt ajiscal plan that 
is structurally balanced, and that limits expenditures and other uses ofresources to annually 
available revenues. The fiscal plan should also separately display reserves at policy levels, 
including additions to reserves to reach policy level goals. On November 29, 2011 the 
Council clarified and strengthened these policies in Resolution No. 17-312, which retained 
the fiscal plan language and replaced the earlier resolution. 



Page 2 	 Resolution No.: 17-800 

4. 	 On June 29, 2010, pursuant to these polices, the Council approved the Tax Supported Fiscal 
Plan Summary for the FY11-16 Public Services Program in Resolution No. 16-1416. On 
June 28, 2011 the Council approved the Tax Supported Fiscal Plan Summary for the FYI2­
17 Public Services Program in Resolution No. 17-184. On June 26, 2012 the Council 
approved the Tax Supported Fiscal Plan Summary for the FY13-18 Public Services Program 
in Resolution No. 17-479. 

5. 	 On June 18, 2013 the Council introduced a resolution on the Tax Supported Fiscal Plan 
Summary for the FY14-19 Public Services Program. On June 24, 2013 the Government 
Operations and Fiscal Policy Committee reviewed the Plan Summary. 

Action 

The County Council for Montgomery County, Maryland approves the Tax Supported 
Fiscal Plan Summary for the FY14-19 Public Services Program., as outlined on the attached 
pages. This summary reflects: 

(1) 	 current infonnation on projected revenues and non-agency expenditures for 
the six-year period, which must be updated as conditions change. To keep 
abreast of changed conditions the Council regularly reviews reports. on 
economic indicators, revenue estimates, and other fiscal data. 

(2) 	 the policy on expanded County reserves established in Resolution No. 17-312 
and the amendments to the Revenue Stabilization Fund law in Bill 36-10, 
which the Council approved on June 29, 2010. 

(3) 	 other specific fiscal assumptions listed in the summary. 

This is a correct copy of Council action. 

~ --::th. ~,___ 
Lmda M. Lauer, Clerk of the Council 
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Isiah Leggett 
County Executive 

OFFICE OF MANAGEMENT AND BUDGET 
Jennifer A. Hughes 

Director 

MEMORANDUM 

December 3, 2013 

TO: Stephen B. Farber. Council Administrator, County Council 

FROM: lennifer A:~~ Director, Office of Management and Budget 

Fiscal PI~~~ateSUBJECT: 

Attached please find the updated fiscal plan and supporting documents. The Department 
ofFinance's updated revenue forecast has been incorporated in the fiscal plan. Other assumptions in the 
fiscal plan, including FY13 year-end results, current year expenditure updates, funding for the Capital 
Improvements Program, and other non-agency spending (except for retiree health insurance prefitnding 
described below) have not been changed. Because this is a limited update to fiscal assumptions, the 
projections are preliminary and the fiscal plan included as part ofthe County Executive's recommended 
budget next March will be different than this one. 

Update to ReveDue ProjectioDS aDd Reserves 

Based on current assumptions, the fiscal plan would require a 0.9 percent reduction in the 
spending ofall County agencies to produce a balanced budget in FY15. Because ofMontgomery County 
Public Schools and Montgomery College Maintenance-Of-Effort requirements, spending for the 
Maryland National Capital Park and Planning Commission (M-NCPPC) and the County Government 
would have to be reduced 2.4 percent to balance the budget in FY 15. This forecast is an improvement 
compared to the fiscal plan the Council approved in June, but a challenging fiscal environment remains as 
we begin working on the FYIS operating budget. I want to highlight a few aspects of this update: 

1. 	 ReveDues: As detailed in the Departmeut ofFinance's December 2013 Revenue Update and Selected 
Economic Indicators report, the revenue forecast has been revised upward by a total of $153.6 million 
($99.3 million in FYl4 and $54.3 million in FYI S) compared to the estimates in the approved fiscal 
plan. Income tax revenues bave been revised upward by $125 million ($86.5 miUioD in FYI4 and 
$38.5 million in FYI5). The estimated increase in iDcome tax revenues results primarily from the 
more volatile component ofthe November income tax distribution related to extended filings, 
estimated payments, and reconciliations. The forecast for FY15 and beyond reflects the largely one­
time nature of most ofthe increased November 2013 distribution. The forecast also incorporates 
updated economic assumptions from the State Board ofRevenue Estimates, which reflect the 
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continued effects ofFederal budget sequestration, and a writedown oU85 million related to the 
Wynne income tax case.1 Transfer and recordation taxes have also been revised upward by nearly $32 
million over FY14 and FY15 based on better than expected real estate market activity and housing 
price appreciation. The revised property tax estimate is at the Charter Limir but is $4.6 million less 
than the estimate in the approved flScal plan because ofa decline in the rate of inflation. All other tax 
revenues are essentially flat compared to the approved fiscal plan. 

2. 	 Intergovernmental Aid: State Aid assumptions will be updated after budget requests from 
Montgomery County Public Schools and Montgomery College are received and the Governor 
releases his budget in January 2014. The State's most recent fiscal outlook indicates a structural 
deficit ofmore than $400 million. resulting from a writedown in revenues and increased expenditure 
obligations. 

3. 	 FY15 Expenditures: Attached is a chart ofthe "Major Known Commitments" that shows the 
projected cost increases by agency. While not included in the estimate ofagency expenditures in the 
updated fiscal plan, FY15 expenditures are estimated to grow by $132 million or 3.5 percent. The 
estimate does not include the cost of general wage increases for MCPS or MNCPPC, both ofwhich 
are negotiating FY15 compensation. Montgomery College and the County government have wage 
agreements covering FYI5. 

, 
The fiscal plan reflects the possible implementation ofchanges to the MCPS and County Government 
retiree prescription drug insurance programs to take advantage ofmore favorable subsidies available 
as part ofthe Patient Protection and Affordable Care Act. Both agencies will receive updated 
actuarial valuations reflecting this change, but a preliminary order ofmagnitude estimate indicates a 
potential reduction ofapproximately $48 million in previously anticipated retiree health insurance 
prefunding costs in FYI5. The recommended budget will reflect the results ofthe County Executive's 
fmal decisions and actuarial valuations once we have completed our discussions with employee and 
retiree organizations. 

4. 	 Rate ofGrowth: The impact ofrevised revenue estimates will require a 0.9 percent reduction in the 
size ofagency operating budgets in FYl5 to produce a balanced budget. Assuming maintenance-of­
effort increases for MCPS and Montgomery College. this means 2.4 percent reductions to the 
operating budgets ofMNCPPC and County Government. Assuming the estimated increase in 
expenditures identified by each agency would equate to an imbalance of approximately $166 million. 

. 5. 	 Reserves: Prior fiscal year results are not yet fmalized. The projection reflects the impact ofthe 
revised revenue forecast. According to the Revenue Stabilization Fund law (MCC 20-68) adopted by 
the Council in June 20 I0, the mandatory contribution to the RSF must be the greater of 50 percent of 

1 MaIyland State Comptroller ofthe Treasury v. Brian Wynne, No. 107. September Tenn 2011. The MaIyJand tax 
code allows 8 credit for income taxes paid to other states with respect to the state income tax, but not the county 
.income tax. Under both federal and Maryland law, a subchapter S corporation is deemed to ''pass through" its 
income to its shareholders who are taxed on that income at the shareholder's level. The Court of Appeals held that 
the failure to allow a credit with respect to the county income tax for out-of-state income taxes paid to other states 
on ''pass through" income earned in those states violates the Commerce Clause ofthe United States Constitution. 
2 Section 305 ofthe County Charter limits the growth in real property tax revenues in a fiscal year to the .rate of 
inflation, excluding new construction, development districts, and other minor exceptions. The Council may override 
this limitation with an affinnative vote of nine Councilmembers. 
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excess revenues3 or 0.5 percent of Adjusted Governmental Revenues'. Under this law, $48.4 million 
must be contributed to the RSF in FY14, which is $26 million more than assumed in the approved 
budget Total reserves are projected to increase to 9.8 percent at the end ofFY14 due to the higher 
than budgeted contribution to the RSF and the General Fund balance temporarily exceeding its 5 
percent ·limitation.s After normalizing the General Fund reserve to its Charter Limit, total reserves are 
projected to increase from 9.2 percent at the end ofFY15 to 10./ percent in FY20. The County's 
policy is to have a total reserve of 10 percent by FY20. 

Looking Ahead 

As you know, the Executive will update the fiscal plan in April 2014 as part ofhis 
Recommended FY15 Operating Budget and FYI 5-20 Public Services Program. The April update will 
include several changes that are not part ofthe attached fiscal plan because the infonnation is currently 
not available or is dependent on events that will occur subsequent to the transmittal of this fiscal plan 
including: 

I. 	 The County Executive's recommendations for the FY15-20 ClP and the FY15 operating 
budget. 

2. 	 The mid December update by the State Board of Revenue Estimates on its economic forecast. 
3. 	 A decision by the Supreme Court on whether to grant the Attorney General's appeal ofthe 

Wynne decision expected in January 2014. 
4. 	 The February 2014 income tax distribution and data on the County's excise taxes for 


November 2013 through February 2014. 

S. 	 Revisions to estimates ofthe assessable base by the State Department ofAssessments and 

Taxation expected in January 2014. 
6. 	 Decisions by the Federal Government on the budget, debt ceiling, and whether there will be 

another shutdown ofthe federal government in February 2014. 

In summary, the modest economic recovery, continued State and Federal budget 
uncertainty, the ultimate effect of the Wynne income tax case, and other factors, demonstrate the need for 
continued restraint in the County's spending plans. 

JAH:aae 

Attachments 

cc: 	Timothy L. Firestine, Chief Administrative Officer 
Joseph F. Beach, Director, Department ofFinance 
Bonnie Kirkland, Assistant Chief Administrative Officer 

3 Defined as th~ amount, ifpositive, by which total revennes from the income tax, real property transfer tax, 

recordation tax, and investment income ofthe General Fund for the fiscal year exceed the original projections for 

these amounts. 

4 Defined as the tax supported revenues ofthe four County agencies, excluding the 10cal contributions to MCPS and 

Montgomery College, plus revenues ofthe County Government's Grants and Capital Projects Funds. 

5 Section 310 of the County Charter limits any unappropriated surplus to 5percent ofthe General Fund revenue for 

the preceding fiscal year. 
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2 Income To.x 1.299.2 1,385.7 1.9% -4,4% 1.324.1 8.7% .1.439.1 5.2% 1,513.8 6.2% 1,608.1 5,4% l.b95.1 5.2% 1,783.8 
.1 T ransf"r Tax 85.7 '.lOA 15.8% 9.S", 99.3 4.3% 103.5 5.5% 109.3 3.8% 113.4 3.4% 117.2­ 2.9% 120.6 
4 Recordalion TOll 56.6 62.1 20.7% 10.0% 6S.3 6.2% 72.6 3.1% 74.8 4.0% 77.S 3.4% 80A 2.3% 82.2 
5 Ene'W Tax 210.1 211.3 I.S% 1.5% 214.5 1.S% 217.6 1.2% 220.2 1.3% 223.1 1.3% 225.9 1.3% 228.8 
6 T..lephone To. 45.1 45A .0.1% .0.7% 45.1 .1.1% 44.6 -0.9% 44.2 .0.7% 43.S .0.6% 43.6 .0.5% 43.-4 
7 Holel!MoIel Tax 17.8 17.5 0.2% . 1.5% 17.8 3.0% 18.3 3.3% 18.9 8.3% 20.S 7.4% 22.0 7.4% 23.6 
8 Admission, Tax 3.0 3.1 5.5% 3.0% 3.2 3.3% 3.3 3.9% 3.4 
9 Toml Local Ta"•• 

INTERGOVERNMENTAL AID 
10 Highway U.", 3.4 3.5 5.9% 3.8% 3.6 0.0'1(, 3.6 0.0% 3.0 0.0% 3.6 0,0% 3.6 0.0% 3.6 
11 Police "',,'eclion 13.7 13.7 0.0% 0.0% 13.7 0.0% 13.7 0.0% 13.7 0.0% 13.7 0.0% 13.7 0.0% 13.7 
12 libraries 5.3 5.3 0.0% 0.0% 5.3 0.0% 5.3 0.0% 5,3 0.0% 5.3 0.0% 5.3 0.0% 5.3 
13 HaoUh Servicel Case Formula 3.8 3.3 0.0% 0.0% 3.8 0.0% 3.S 0.0% 3.8 0.0% 3.8 0.0% 3.8 0.0% 3.8 
1 4 Mass Transa 34.S 34.5 13.8% 13.8% 39.2 ·41.8% 22.8 0.0% 22.8 0.0% 22.8 0.0'" 22.8 0,0% 22.8 
1 5 Public School. 605.0 605.0 0.0% 0.0% 605.0 0.0% 605.0 0.0% 605.0 0.0% 60S.0 00% 605.0 0.0% 605.0 
1" Community CoIleg" 31.7 31.7 O.O'~ 0.0',(, 31.7 0.0% 31.7 0.0% 31.7 0.0% 31.7 0.0'.4 31.7 0.0% 31.7 
17 Olh"r 34.6 34.6 ·9.8% ·9.8% 31.2 0.0% 31.2 0.0% 31.2 0.0% 31.2 D.o?" 31.2 O.O'k 31 
18 Total Intergovernmental AId 

fEES AND FINES 
19 license, & Pel'mi,. 
20 ChQ,g,,~ for ServiceE 
21 Fine5 & Forfeitures 
22 Montgomery College Tuilion 
23 Total F..... and fin... 

MISCELLANEOUS 
24 Investment I "come 02 

1 0.11 41.0% 41.0'l\ 0.31 86.9% 0.61 92.3% 1.21 36.6% 1.6 
25 Olher Mi~ellaneou, 10.0 10.0 2.4% 2.4% 10.3 2.50/0 10.5 2.9% 10.8 3.3% 11.2 

6.5,*, 12.8 
3.S,*, 4,703.4 

28 S Change from prior Budget 104.91 14.s.C 1 94.41 158.91 134.81 160.1 I 161.1 I 170.4 

Calculation for Adlusled 

29 Total Ta" Supported R.ven"... 4,IIIS.3 4,254.6 2.3% .0.1% 4,249.7 3.7% 4,408.5 3.1% 4.543.3 3.5% 4,703A 3.4-'" 4,864.41 3.5% 5,034.9 

30 Copllal Prele<t. F<lnd 99.3 99.3 -1.7% -1.7% 97.6 .27.6'.. 70.7 2.7% 72.6 .0.8% 72.0 0.0'lI0 72.0 0.0'lI0 72.0 

31 Grant. 

32 MeG Alijv •• ecI a.._u... 

~ 

\d 



Major Known Commitments (MKCs) -­
----------­

MCPS MCG College MNCPPC Total 
1 FY14 Approved Budget 2,084,338,368 1,460,858,279 228,477,695 107,782,461 3,~~1,~56,8Q~ 
2 Retiree Health Insurance Pre-Funding (OPEB) 134,97~,589 3,032,535 138,007,124 
3 Agency Budgets Net of OPEB 2,084,338,368 1,325,883,690 228,477,695 104,749;926 3,743,449,679 
4 

r--5 ------­ ----------­ -----­
Potential or Negotiated Compensation 

6 Wages 16,400,000 3,336,761 19,736,761 
7 Steps/service increments 26,450,188 6,400,000 4,282,928 ~Z,133,11~ 
8 Other projected bargaining costs 3,200,000 951,900 4,151,900r------g Annualization of FY14 Compensation 7,700,000 7,700,000 

10 Group insurance cost increases 11,864,326 4,600,000 528,000 1,073,604 18,065,930 
11 Retirement cost increases 3,420,289 5,700,000 150,970 1,044,592 10,315,851 
12 Other benefit costs 9,639,464 124,000 431,280 10,194,744 
13 Annualization of Program Expenses 4,756,266 -476,330 5,232,596 
14 Cost increase due to enrollment 11,090,092 (2,004,353) 9,085,739 
15 Elimination of One-Time Items (1,800,000) (13,891,206) (725,000) (16,416,206) 
16 Operating Impact of Capital Projects 1,007,636 1,917,454 4,543,822 400,000 7,868,912 
17 Programmtic obligations: 
18 Election Cycle Changes/Early Voting 793,340 i 793,340I 

19 Voting System Costs 2,388,000 2,388,000 
---­ -

20 Community Grants: CIP Cost Sharing 500,000 500,000 
----------­

21 Community Grants NDA 4,460,398 4,460,398 
--------­

22 Fire Rescue (civilianization, SAFER) (466,068) ___ (466,068) 
23 Animal Services Reorganization 1,625,535 1,625,535 
~- Working Familles Income Supplement 488,800 488,800 

----------­

25 Working Families Income Supplement· Bill 8·13 1,016,400 1,016,400 
26 EDF Commitments 1,300,000 1,300,000 
27 Information Technology cost increases 1,127,000 1,127,000 
28 Classification and Compensaoon Audit 500,000 500,000 

------­

29 Leases (2,802,148) (2,802,148), 
30 Other programmatic cost changes _646.242 100,000 746,242 i 

~ Inflation: 
---­

i 
I 

32 Service/Materials Contracts 420,509 420,509 841,018 
33 Ener9y/utilHy costs (1,022,887) 0 180,~91 452,000 (390,296) 
34 Fuel/rate increases 202,363 2,150,000 2,352,363 
35 Nonpublic placements 938,776 938,776 

------------­ - ----­ ----------­ t---------­ --------­
36 Other 355,900 200,000 555,900....--.... 

~ 




----

37 
38 
39 
40 
41 
42 -
43 
44 

Other required cost increases: 
Liability insurance, workers compensation 
Maintenance, transportation, etc. 

Total Major Known Commitments 

Total Projected FY13 Agency Spending 
% Change 

MCPS 

765,134 
1,289,375 

64,200,656 

2,148,539,024 
3.1% 

MCG 

1,200,000 

52,130,522 

1,378,014,212 
3.9% 

College 

150,000 

12,489,558 

240,967,253 
5.5% 

MNCPPC Total! 

(72,262) 
! 

2,042,872 
1,289,375 

3,556,114 
I 

132,376,850 I 

108,306,040 
3.4% 

3,875,826,529 
3.5% 

r>...\0) 




------

----------------------------------------------------------

#15 - Aggregate Operating Budget- Requires 6 affinnative votes 

Resolution No.: 17-767 
Introduced: May 23,2013 
Adopted: May 23, 2013 

COUNTY COUNCIL 

FOR MONTGOMERY COUNTY, MARYLAND 


By: County Council 

SUBJECT: Approval of the FY 2014 Aggregate Operating Budget 

Background 

1. 	 Section 305 of the County Charter requires the affmnative vote of 7 Council members to 
approve the aggregate operating budget if that budget exceeds the adopted spending 
affordability guidelines then in effect. Section 305 excludes from the aggregate operating 
budget: 

• Specific grants; 
• Enterprise Funds; 
• Tuition and tuition~related charges at Montgomery College; 
• Washington Suburban Sanitary Commission. 

2. 	 Section 20-60 of the County Code requires "the Council to set spending affordability 
guidelines by resolution no later than the second Tuesday in February. The guidelines must 
specifY a ceiling on the aggregate operating budget for FY 2014. 

3. 	 Section 305 of the Charter requires that at least 6 Councilmembers must approve the 
aggregate operating budget if that budget exceeds the budget for the preceding year by 
more than the rate of inflation, as measured by the annual average increase in the Consumer 
Price Index for all urban consumers in the Washington-Baltimore Metropolitan area for the 
12-month period preceding December I, which was 2.23 percent for the 12-month period 
preceding December I, 2012. 

4. 	 On May 24, 2012, in Resolution 17448, the Council approved the FY 2013 .aggregate 
operating budget in the amount of $4,014,738,287. If that aggregate operating budget 
increased at the 2.23 percent rate of inflation for the 12-month period preceding 
December 1,2012, it would be $4,104,266,951. 

I~ 




Page 2 	 Resolution No.: 17-767 

5. 	 In Resolution No. 17-682, adopted February 12,2013, the Council adopted the following 
spending affordability guideline for the FY 2014 aggregate operating budget. 

• FY 2014 ceiling on the aggregate operating budget 	 $4,209.3 million 

Action 

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

The Council approves the FY 2014 aggregate operating budget in the amount of 
$4,192,987,481, as calculated on the attached page. Because the FY 2014 aggregate 
operating budget exceeds the FY 2013 aggregate operating budget as increased for 
inflation of S4,1 04,266,95 1 , 6 affinnativevotes are required to adopt this resolution. 

This is a correct copy of Council action. 

~7h.~ 
Linda M. Lauer, Clerk of the Council 
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The FY 2014 aggregate operating budget excludes enterprise funds, specific grants, and 
tuition and tuition-related charges at the College and it is calculated as follows. 

Fund or District Appropriation 
General Fund 1,087,574,730 
Fire District 217,018,693 
Economic Development Fund 3,396,828 
Mass Transit 116,665,732 
Recreation District 28,008,455 
Urban District 8,193,841 
Montgomery County Public Schools 2,084,338,368 
Montgomery College 228,477,695 
Maryland-National Park and Planning Commission: 

Administration Fund 27,680,994 
Park Fund 80,101,467 

Debt Service on County Bonds and Leases 309,156,470 

~Bonds 4,184,700 
or the Capital Budget 54,245,000 

Current Revenue for P A YGO 29,500,000 
Total Appropriations 4,278,542,973 

Less College Tuition and Tuition-Related Charges (85,555,492) 

AGGREGATE OPERATING BUDGET 4,192,987,481 

SUMMARY: 
Montgomery County Public Schools 2,084,338,368 
Montgomery College Total 228,477,695 
Less College Tuition and Tuition-Related Charges (85,555,492) 

Montgomery College Net 142,922,203 
County Government 1,325,883,690 
Maryland-National Park and Planning Commission 104,749,926 
~h Insurance Pre-Funding 138,007,124 

. on County Bonds and Park Bonds 313,341,170 
Current Revenue and PAYGO for Capital Budget 83,745,000 

TOTAL APPROPRIATIONS 4,278,542,973 
Less College Tuition and Tuition-Related (85,555,492) 

AGGREGATE OPERATING BUDGET 4,192,987,481 

Aggregate Operating Budget for FY 2013 4,014,738,287 
$ increase 178,249,194 
% change 4.44% 

~orca1endaryear 2.23% 
FY2013 Aggregate Operating Budget + inflation 4,104,266,951 



Resolution No.: 

Introduced: January 14,2014 

Adopted: 


COUNTY COUNCIL 
FOR MONTGOMERY COUNTY, MARYLAND 

By: County Council 

SUBJECT: Spending Affordability Guidelines for the FY15 Operating Budget 

Background 

1. 	 Section 305 of the Charter and Chapter 20-60 of the County Code require the Council to set 
spending affordability guidelines for the operating budget for the next fiscal year. 

2. 	 The guidelines must specify: 

a) 	 A ceiling on property tax revenues, which are used to fund the aggregate operating 
budget. 

b) 	 A ceiling on the aggregate operating budget. The aggregate operating budget is the total 
appropriation from current operating revenues, including appropriations for capital 
projects but excluding appropriations for: enterprise funds, the Washington Suburban 
Sanitary Commission, specific grants for which the spending is contingent on the grants, 
and expenditures equal to the estimated tuition and tuition-related charges at Montgomery 
College. 

c) 	 The spending allocations for the County Government, the Board of Education, 
Montgomery College, the Maryland-National Capital Park and Planning Commission, 
debt service, and current revenue funding of capital projects. As noted above, the 
College's allocation excludes expenditures equal to the estimated tuition and tuition­
related charges. 

3. 	 Chapter 20-61 of the County Code lists a number of economic and financial factors to be 
considered in adopting the guidelines, requires a public hearing before the Council adopts 
guidelines, and requires that the Council adopt guidelines no later than the second Tuesday in 
February for the fiscal year starting the following July 1. 
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4. 	 At the public hearing on January 28,2014, the public had the opportunity to comment on the 
following guidelines. 

a) 	 The amount of property tax revenue will not exceed the amount calculated in accordance 
with §305 of the Charter that would require nine affirmative votes. 

b) 	 The proposed ceiling on the aggregate operating budget and the agency allocations in 
millions of dollars are: 

Debt Service $ 348.6 
Current revenue, specific projects $ 61.1 

I Current revenue, P A YGO $ 40.5 

• Retiree health insurance prefunding $ 134.3 
MCPS $2,127.2 
Montgomery College $ 142.9 

, County Government $1,310.2 

I M-NCPPC $ 103.6 

Total Aggregate Operating Budget $4,268.3 

Action 

The County Council for Montgomery County approves the following resolution: 

1. 	 The spending affordability guidelines for the FY14 Operating Budget are: 

a) 	 The amount of property tax revenue will not exceed the amount calculated in accordance 
with §305 of the Charter that would require nine affirmative votes. 

b) 	 The ceiling on the aggregate operating budget and the agency spending allocations in 
millions of dollars are: 

Debt Service $ 
Current revenue, specific projects $ 

• Current revenue, PA YGO $ 
Retiree health insurance prefunding $ 
MCPS $ 
Montgomery College $ 
County Government $ 
M-NCPPC $ 

Total = Aggregate Operating Budget $ 
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c) 	 Notwithstanding the above, the Council intends that any agency spending allocations 
which, as a result of additional increases in State aid, exceed the ceilings specified in (b) 
do not trigger the requirements of §20-63(b). 

2. 	 The Council's intent is that $xxx million of the County Government's allocation will be 
appropriated for Community Grants (this amount excludes Community Service Grants), with 
Executive-recommended Community Grants totaling $xxx million and Council Community 
Grants totaling $xxx million. 

This is a correct copy of Council action. 

Linda M. Lauer, Clerk of the Council 



Testimony of the Montgomery County Board of Education 


Public Hearing on the 

Fiscal Year 2015 Operating Budget 

Spending Affordability Guidelines 


Presented by Mr. Philip Kauffman, President 


January 28, 2014 


Good afternoon, President Rice and members of the County Council. I am 
Philip Kauffman, president of the Montgomery County Board of Education 
(the Board). Thank you for the opportunity to testify on behalf of the Board 
on the proposed Spending Affordability Guidelines (SAG) for Fiscal Year 
(FY) 2015. 

We look forward to working collaboratively with the Council in supporting 
the needs of all our students. The Board, the County Council, and the 
county executive have been and continue to be partners in providing a 
high-quality education to all the children of our county. 

The superintendent of schools' FY 2015 Operating Budget request is 1.2 
percent or $17.4 million more than the minimum county funding level 
required by state law. At this time, we still are engaged in collective 
bargaining with our three employee associations, and the superintendent of 
schools' budget did not include a funding estimate for the outcome of these 
negotiations. Council staff has recommended $2.127 billion in SAG for the 
MCPS tax-supported budget in FY 2015. Although this is an increase of 
$42.9 million or 2 percent more than FY 2014, it reflects funding at the 
Maintenance of Effort (MOE) level for MCPS. 

Our budget process continues to be guided by collaboration with key 
stakeholders. In spring 2013, MCPS staff met with focus groups of 
teachers, support staff, administrators, parents, students, and community 
members to gather input on the priorities that should guide the MCPS 
budget in the coming years. In addition, small teams were established to 
discuss the work of elementary, middle, and high schools to identify the 
structures, resources, and processes that should be in place for MCPS to 
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continue to provide our students with a world-class education. This process 
allowed input from more than 200 individuals, many of whom had not 
previously participated in the budget process. 

The Board of Education adopted its FY 2015 Operating Budget Interests on 
September 10, 2013, and these interests, along with the new Strategic 
Planning Framework, Building Our Future Together: Students, Staff, and 
Community, helped inform the development of the superintendent's 
recommended budget. 

Nearly 85 percent of the superintendent of schools' FY 2015 
Recommended Operating Budget increase is simply to allow MCPS to 
keep up with its continued enrollment growth and the increased cost of 
doing business. At the same time, more students require specific services 
and support to ensur~ success across the school district. A total of 20,250 
students are projected to require English for Speakers of Other Languages 
services in FY 2015. This is more than 13 percent of total enrollment. The 
number of students eligible for Free and Reduced-price Meals System 
services has increased by more than 14,000 during the past five years, for 
a total of 51,842 students. This is more than one third of our total 
enrollment. 

The Board is pleased that the county's recent fiscal outlook provides some 
optimism for FY 2015 and beyond. As the County Council adopts the SAG 
allocations, we ask that you not just fund our schools at the minimum 
funding level required by state law, but provide additional funding to 
address the continuing needs of our students in the county. Funding 
beyond the MOE level for our school district is essential to eliminate the 
achievement gap and maintain our academic excellence. 

I welcome your questions. 
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DEMOGRAPHIC AND ECONOMIc ASSUMPTIONS 

OMB MONTGOMERY COUNTY 


UPDATED ECONOMIC ASSUMPTIONS TO SUPPORT DECEMBER FISCAL PLAN 


CALENDAR Vl\'.U 1009 1010 2011 lIlll 20ll 2014 20-15 2016 2017 

POPliLA TION (ll 
Fistal PI .. {Dec' Il) 959.013 989,794 1,000,700 1.008.800 1.016,900 1,024,600 1,034,:500 
--Penea. Cheap t.5% 8.to/, fl.8% O.S% 0.8'1. 1,0% 
Budllet FYI4 (Feb'13l 959,013 989,794 999.,247 1.007,)11 1,015.441 1.(}25,250 1.035.l53 
..fercentCh61U>,e 1.5% 0.8% 0.8% 0.11% 1.0% I.O"'A. 
Dirrerelce tI,OSl 1.433 l,4S9 1,459 (6SO) (653) 
Penoa' per Hcit5el:!old 1,8 2.7 2.7 2.7 1.7 2.7 2.7 1.7 1.7 

HOtlSl\'.HOLDS(l) 
Flsut PIIIl (Dec' IJ) J45,OOO 357,086 340.ur J&UOO 368,000 371,900 175,900 )80,300 

~Penea' Chnj!.e 3.S% UV\I 1,9oy, 1.1% 1.1% 1.1% .1.2% 
BudAet FYI4 (Feb '13) )45,000 357.086 360,887 364,728 368,611 372.53S 380,609 
..percent ('llMlle 35% 1.I% U% IJ% l.i% U% 
Difference (628) (611) (615, (309) 

RESIDENT EMPLOYMRNT (3) 
J!bcal PI .. (D&' U) ";93,50 I 494.889 ~01.697 :506,730 5lJ,800 518.:570 525,780 532,870 537.610 
.Pucebt Ch.... 0.3IY. 1040/, tt)'%. 1.0"/0 l.3% 1.4"'10 1.3...... 0.9% 
Budllel FYI4 (Feb '13) 492.034 492,S74 498,057 S04,389 510,556 518,771 528,684 538,767 544,428 
.Percent Change 0.1% U% 1.3% L2% 1.6% 1,9% 1.9% Ll% 
Difference 2,31:5 3,646 2.341 1,244 (lill) (1,''') (5,891) (6,"8) 
+Ruidut emp]oymeat ro total population SO.7% 50,7% :51.1% 51A% 51.7%, 5:2.0'/. 51.tl'l" 

PAYROLL EMPLOVMENT (4) 
Fi,al PJ.. (Dec' U) 4£4,£00 463,300 469,800 475,386 487,(100 49!5,800 504.100 :510.300 
~Pene.tCullKC ".3% IA% 1.2'/. 1.4%~ 1.7% 1.7"1. t.2'1. 
Budllel FYl4 {Feb '13) 464,600 461,300 468,S{)0 473,600 487,170 4%.410 505,940. 51 (.260 
·Percent ChanRC 
Dlrfereace 

..Ill% I.l% 
I,3OG 

I.l% 
1,7110 1,35. 

\,6%

"0 
I.." 
(671; 

1.9% 
(l,840) 

1.1% 
(96()) 

TOTAL PERSONAL lNCOME-(SMi1Ii01U) (!5) 
Fbul PlaD (Dec' Il) S62,960 $65,900 569.0S(l 571.800 573,090 576.)4& $79,820 m.65& 587,950 
-Percnl Chute 4,7-;\1 UNo 4,0%, 1.8"'1, 4.4% 4.60/, 4,8"'1. ~.I·/o 

B~FYI4 (Feb'I)) 562.%0 $65,900 569,050 S71,S4Q $73.420 rn,480 582,290 $87.120 191.510 
..pacenlChaltllC 
DifTet"eilU 

·t~/n 4.8% 3.6% ,.. 1,6% 
(30) 

5.5% 
{l,140) 

6.2% 
(l,471}) 

5.9% 
(3,470) 

5."" 
(.1,56<1) 

WAGE AND SALARY INCOME - (SMllljobs) (6) 
FbClI PIn (1)«:' 0) SlO,700 SJl.630 $31.090 S34,110 S34.860 Sl6,3S0 $l8,119 540,000: $41.840 
-Per-eeut Challile 3,1'Y. 2.2" 4.3'1. 4.80/, 5'(W. U'Y. 
Bll<iAet FYl4 (Feb'I3) $30,700 531,630 $33,090 $34,520 535,6]0 SJ7,270 S39,31O $41.440 $43,520 
-percenl Chartae 4,3% 3.1% 4.6'l1. 55% SA% 5.00/" 
DilTerence (400) i770) (920) 0,1(0) (I,''') (1,'80) 

DIVIDENDS, INTEREST, AND RENTAL INCOME M (5Millioni) 
Fuul Plan (Dtc' 13) 
-Per-eeBt ChSDl!e 

SII.750 S11,960 512,830 S13,650 
6.4';' 

514,1501,·;. SJ5,040 
6,)'1_ 

515,850 
SA"'I", 

5J6,900 
6,6% 

$18,440 
9,1"1. 

B~etFYI4{Feb'13) $11,750 $11.%0 $11,830 $13,800 $14.140 515.000 116)00 S)7,400 SIB.SOO 
·Peteenl C'hanAe 7.6% 

(150) 
1,5% 

10 
6.1%

,0 
8.0% 
(50) 

7,4% 
(500) 

6,3% 
(68) 

PER CAPITA PERSONAL INCOME (8) 
Flle.1 Plu (1)«' 13) $6$.656 567.560 $09.740 571.8S0 57),&40 575.670 578,490 581.640 585,020 
·Percent ChlOl"e 3.0"/" 1,1% 3.6 1;' 3.7"/. 4.0"1. 4.1% 
Bud",et FYI4 (feb'l3) $65,650 $67,560 $69,740 $72,170 573,480 $76.92(} S81,040 $&4,970 $88.400 
..pereentChan~ 3.5% 1.8% 4.1% 5.4% 4.8% 4,0% 
Difference (320) (440) (1,250) (1,5:50) p,>"') (3,>"') 

A VEllAGE HOUSEHOLD INCOME 
Fisnl PIn (I)ec' Il) S182,4?O SlB4.S!50 5191,330 $197.200 5191:1,610 $205.270 1212,340 5219,960 5228.74& 
-Per«at Cutijle 3,10/. 0.71/. JA"I. 3A'k 3,6"1., 4.6% 
Budge, FY14 (Feb'13) SI82,490 .$184,550 SI9U30 $196,1:50 $199.180 $207,980 5218,570 $228,900 $237,830 
.Perc.entChanjte 2.5% 15% 4.4% 5,1% 4.70/0 ],9% 
Difference 1.050 (570) (1,710) (6,230; (3,94.) (9,098) 

CPl~U BALnMORElWASHINGTON (CaleD.dsr Year) 
Flitsl PlaD. (Dec' U. IU)%. 2.20"/. 1.50"'1. 2.10% 2,30% 3,100/1 
Iktdjtet FYi4- (Feb 'll) 0.23% 2.20% 1.28% 2.35% 1.45% 3,)0% 

CPI~U BALTIMOREIW ASHlNGTON (FjKai YeAr) 
FiKaIPln(Dec' U) 2.15% 1.17°/\1 1.28% 2.87'1" 1.79'1. l.80"'1. 1.20% 1..50°/. LOO" 
Blldl[etFY14 (Feb '13) 2.15% 1.17% 2.28% 287% 2.24% 2.32% 2.40% 2.73% 3.15% 

INVISTMENTlNCOME YIELD (FuCliI Vtlt) 
Fist.1 PIli! (Dec' 13) 1.11 10/. 0.12"'/, 0,02% o'{6% &,)0'"1. t.lS% 1.7!5";' 
Blldlld FYI4 (Feb 'Jl) L71% 0.22% 0.1}2% OJ6% 0.19% 0.75% 1.35% 

NOTI!& 
(11 Popblatioo dalll fron'llOO9 to 2011 (rOOt Bureau of&:ononlic Alla\'IIJI1t, U.S_ Depru'tmenl ofComrrn::rce. Dnta from :rol2 to2019 are derived 

ftom Melropolitm WashinRtOl1 Council of Govemmenls (Round 8.2) for 20 10,2015, 8Dd 2026 with revised P10wth w.1es for inIuveninA velU'S 
(l}Ii~ld drMa for 2009 from Mlerlcom CQrumunit'l Survey, U S. Census Bureau. Datil for :WIO from Dct:ennial Census and Jlon.I20l1 to 2019 are derived 

from Metropolitm Wuhinpkm Crumeji ofGovemmenb (Round S.l} for 2010, 2015, and 2020 willi tevised wo-Wlh rates for inlervenillA years. 
(3) Resident EmptO'1meru {fom 2009102012 from the But¢tlU ofI.abor Slalislics (BLS), U.s, Depa.rbnent of Labor, revised for 2009 Ihrouxh 2012 and data from 2013 to 2020 estimated by !he Department of Finance 

usilljl prevlOWi year dN: from the BLS, the MaryJlInd Dep;u1.menl of Labor, LicensinA al\d R¢jtutatlcn (DLLR), and Moody's Analytic$ fOf\:l;llnli 
(4) Payroll Emplov:me:nt frun\ 2009(0 2012 based on dala series from BLS revised for 2011 and 2012 lind dala from 20U (;)2020 derlved by tbe D.:panmentoH'ina.nce from BLS emptO\-1l1tnt series, the Maryland 

CompUoilet's {Comptroller) Boonl ofReYeflUe Estin\ates September 'll Stale foroot.I, and Moodv's Allalytics forecast (September 2013) 
(5) PClSoMllntotn.e data fiom the Bureall of&OOonUt Allah'Sis(BEA), U.S. Departtnenl ofConunerce, tilfo!.lpjl2011. 

Dtutt from 2012 to 2020 based on Comptrollers Boord of Revenue Estimates SeP(ember'13 Stale forecast 
and Moody's AnaI\'1iu foc~bt (September 20B). 

(6) 	Wa,lt:e and li81arvdata from 2009 to 2011 from SEA. Data from 2012 to 2020 baM:don Comptroller's Board of Revenue EstimatesSep(emver'IJ Siol.; 
foox:asl end Moodv'i Analytic! rorecast (September 2013). 

(7) Dividend. interest. and rental incwne datil from 2009 to 201 I from SEA, Data from 2012 IQ 2010 derived by the Departmen! of Finance based 
t\fl ComptloUer's &a.-d of Revenue Estimates September '13 Siale forecast llfld Moody's Analytics [areco,! (Septem.ber 20 13). 

(S) Per eapita income from 200910 2011 !fum 'SEA. Data from 2012 to 2020 derived by Ute Department offin.wlre. 

SOURCE: MOIIieomtt'Y C<w.aty ))epa-rimeDt or Fi ..ate 
DATE: Iktttnbtr 20J3 

101ft 

1,&44,500 
1,0"/. 

U.W5,153 
1.00/1 
(653) 

1.7 

388,700 
1.1·;.. 

388,963 
1.1% 
(lOl; 

:544,tl:l0 
U*/I 

546.273 
0.3% 

(l,268; 
32,t·l, 

5l1.400 
1.... ·/.

sn.OOQ 
0.]% 

4,400 

$91,676 
4,1-% 

595,440 
4,3% 

(3,770) 

Ul.6:}0 
4.3% 

$45,320 
4.1% 

(1,690) 

5l9.730 
7.0% 

$19,500 
5.4% 
l3il 

187.140 
3.2%. 

$91.320 
3,3% 

(3,560) 

$23.5.840 
3..1"/0 

$245,370 
3.2% 

19,".) 

3,30V.. 
3.60% 

3.30';' 
3,45% 

1.25% 
1.80% 

2019 

l,iJ54,600 
Hi'"!. 

1,055,249 
1.(10/, 
(649) 

2.7 

392,900 
l.JV. 

:}91,208 
U% 
(08) 

550.490 
1.1'/. 

541,848 
0.3% 

.!14,!500 
1.4'1. 

514,470 
0.3% 

10.,030 

$95,360 
4.0°/. 

$99,Ss(} 

4.3% 
(4.190) 

145,.90 
3..3°/. 

$46,820 
3,3% 

lI,m) 

521).460 
3,7"'4 

$20.600 
5.6% 
(14.) 

$9M20 
1,0% 

$M,l40 
3.30/. 

(3.920) 

5242,7]8 
2.9j\/. 

525],170 
3.2% 

(11l.460) 

3.70-"';' 
3.73% 

2.7S·;' 
Z.IS% 

2020 

l,fM,SOO 
1.0% 

1.7 

397,2110 
1.1'/. 

S37.G40 
1.1'1. 

51.3% 

SlI,800 
1.4"1, 

$1"",081) 
l.O-A 

4.36% 

4.10% 

3.25% 


