
ED COMMITTEE #1 
November 23,2015 
Update 

MEMORANDUM 

November 19,2015 

TO: Education Committee 

FROM: Essie McGuire, Senior Legislative Analys~t~ 

SUBJECT: Update - MCPS Monthly Financial Report and FY16 Savings Plan 

Today the ED Committee will review the first FY16 monthly financial report of the Montgomery 
County Public Schools (MCPS) and receive an update on implementation of the FY16 savings plan. 
Tom Klausing, Director, Department of Management, Budget, and Planning, MCPS, will be present to 
update the Committee. 

Monthly Financial Report 
The first monthly financial report ofFY16 is attached on circles 1-9. It was presented to the 

Board ofEducation on November 10 and reflects financial conditions as of September 30. The report 
projects a year end deficit in revenues of $1.7 million, and a year end expenditure surplus of 
$27.8 million. The report also notes that FYl5 ended with nearly $4 million in unappropriated fund 
balance which will carry forward and add to the FYl6 year end fund balance. 

The large projected surplus is due to the implementation ofa savings plan in FYI6, discussed 
more fully below. MCPS also implemented expenditure restrictions in FYI5, and the Council 
appropriated $33.2 million of fund balance as a resource for the FY16 budget. MCPS is working to 
generate as much fund balance as possible in the current fiscal year to contribute toward the FY17 
budget. 

The projected category surpluses largely reflect the expenditure restrictions and savings 
associated with holding positions vacant or filling them with long term substitutes. Council staff notes 
the following additional factors: 

• 	 The revenue deficit is related to differences in students projected to be placed in nonpublic 
programs. Circle 4 states that the schools have been experiencing an increased number of 
referrals for nonpublic placements; if that continues, it could affect the year end totals for this 
category. 



• 	 Category 9, Student Transportation, is benefitting from significant fuel savings. Circle 5 states 
that diesel fuel process were budgeted at $3.000 per gallon and are currently $1.87 per gallon. 

• 	 Category 12, Fixed Charges, is projected to be on budget. However, circle 6 notes that the 
Group Insurance Fund is projected to end the year in deficit. 

Savings Plan 
On July 1, the Chief Administrative Officer wrote to all outside agencies requesting their 

participation in the FY16 Savings Plan. On July 15, MCPS implemented comprehensive expenditure 
restrictions for central services (memorandum attached on circles 10-15). The restrictions included a 
hiring freeze unless an exemption is granted, and required spending plans for each central service area 
that are monitored by each office and the budget office. 

In July, the Executive proposed and the Council approved a $10 million FY16 savings plan 
target for MCPS. At the time, all parties agreed that MCPS could not determine further expenditure 
restrictions until after the start of the school year. The current projections indicate the school system's 
intent to exceed this target as a means to provide resources for the FY17 budget. 

On September 17, the Interim Superintendent implemented expenditure restrictions for school 
based expenditures (memorandum attached on circles 16-19). At this time, the school based expenditure 
restrictions only affect filling positions (details outlined on circles 17-18). Other school based 
expenditures, such as building supplies and extracurricular activity costs, are not frozen at this time 
(outlined on circle 19). The memorandum does state that further restrictions could be implemented later 
in the year if necessary. 
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DISCUSSION 


Office of the Superintendent ofSchools 

MONTGOMERY COUNTY PUBLIC SCHOOLS 


Rockville, Maryland 


November 10,2015 


MEMORANDUM 

To: Members ofthe Board ofEducation 

From: Larry A. Bowers, Interim Superintendent of Schools 

Subject: Monthly Financial Report 

This financial report reflects the actual financial condition ofMontgomery County Public Schools 
(MCPS) as of September 30, 2015, and projections through June 30, 2016, based on program 
requirements and estimates made by primary and secondary account managers. At this time, 
budgeted revenues have a projected deficit of$1. 68 million, and expenses have a projected surplus 
of$27.8 million. 

The County Council appropriated $33,162,633 of fund balance to be used for the Fiscal Year (FY) 
2016 Operating Budget. As a result of additional savings realized at the end of FY 2015, 
the FY 2016 beginning fund balance is $3,962,275. Based on revenue and expenditure projections 
as ofSeptember 30,2015, the FY 2016 fund balance at year end will be $30,082,275. This amount 
will be used to help fund the FY 2017 Operating Budget. This leaves a funding gap of$3,080,358 
between what the County Council used to fund the FY 2016 Operating Budget and what 
is projected to be available to fund the FY 2017 Operating Budget. 

On July 8, 2015, County Executive Isiah Leggett provided a memorandum to County Council 
President George Leventhal presenting FY 2016 savings plans for Montgomery County 
Government and the other tax-supported agencies including MCPS. Mr. Leggett indicated 
in his memorandum that the fiscal outlook for the remainder of FY 2016 and for FY 2017 
is not good. A major factor is the Comptroller ofthe TreasulY ofMaryland v. Wynne United States 
Supreme Court decision about a type of income tax revenue that the county previously 
Ihad received. This results in lower projected income tax revenue. Mr. Leggett recommended that 
MCPS achieve $10 million in savings during FY 2016. Due to this and concerns about the overall 
funding gap that we project for our FY 2017 Operating Budget, I determined that it was necessary 
to impose restrictions on expenditures for central services to remain in effect until further notice. 
This was announced in a memorandum dated July 15,2015. Subsequently, the offices prepared 
spending plans for the remainder ofFY 2016 reflecting savings that were submitted and approved. 
Following the opening of schools for the 2015-2016 school year, these expenditure restrictions 
were expanded to all schools on September 17, 2015. 
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Attachment 1 presents a chart displaying budgeted and projected revenues as reflected in this 
report. Attachment 2 is a chart detailing expenditure information by state category. The chart 
displays authorized (budgeted) expenditures, actual year-to-date expenditures and encumbrances, 
projected expenditures for the remainder of the fiscal year, and the projected year-end balance 
as reflected in this report. 

REVENUE 

Total revenue is projected to be $2,328,280,227, which is $1,680,000 less than the current budget 
of $2,329,960,227. 

County 

The projected revenue from the county is $1,507,631,597. This is the same as the amount budgeted 
forFY 2016. 

State 

The projected revenue from the state is $629,795,558. This is $1.63 million less than the amount 
budgeted for FY 2016. A decrease of $1.4 million in revenue is related to the projected amount 
that MCPS will receive for special education students who attend nonpublic schools. 
The remaining $230,000 decrease is related to revenue projected to be received for out-of-county 
living expenses. 

Federal 

The projected revenue from Impact Aid is $150,000. This is $50,000 less than the $200,000 
budgeted for Impact Aid. 

Other 

The projected revenue from other sources is $4,105,755, which is the same as the amount 
budgeted. 

Appropriated Fund Balance 

The projected revenue from appropriated fund balance is $35,921,456. This amount includes 
$2,758,823 for prior-year encumbrances. 

Enterprise Funds 

The projected revenue from enterprise funds is $62,853,548. 
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Supported Projects 

The anticipated revenue for supported projects is $87,822,313. This estimate includes $7,995,353 
carried forward from FY 2015. It also includes a supplemental appropriation of $734,000 for the 
Federal Prekindergarten Expansion Project grant approved by the Board on October 13, 2015. 
Projects approved through September 30, 2015, have been assigned $81,291,089. 

EXPENDITURES 

There is a projected expenditure surplus of $27,800,000. There are projected surpluses 
in Category 1, Administration; Category 2, Mid-level Administration; Category 3, Instructional 
Salaries; Category 4, Textbooks and Instructional Supplies; Category 5, Other Instructional Costs; 
Category 6, Special Education; Category 7, Student Personnel Services; Category 9, Student 
Transportation; Category 10, Operation of Plant and Equipment; and Category 11, Maintenance 
of Plant. At this time, expenditures for Category 12, Fixed Charges, are projected to be on budget 
by the end of the fiscal year. The following provides an explanation of the projections for each 
category. 

Category I-Administration 

There is a projected end-of-year surplus of $2.0 million in Category 1, Administration. 
As of September 30, 2015, 87.9 percent of the funds budgeted in this category have been spent 
or encumbered. It is projected that an additional $3.4 million, or 7.6 percent, of budgeted funds 
will be spent during the remainder of the year. There currently are 15.52 vacant Full-Time 
Equivalent (FTE) positions. The balances associated with these vacancies are partially offset 
by the estimated amount that will be needed to fill the vacancies, resulting in an overall projected 
position salary surplus of$l.7 million. Temporary part-time salaries are projected to have a surplus 
of $300,000. 

Category 2-Mid-Ievel Administration 

There is a projected end-of-year surplus in Category 2, Mid-level Administration, 
of $3.5 million. As of September 30, 2015, 95.4 percent of the funds budgeted in this category 
have been spent or encumbered, and it is anticipated that an additional $3.1 million, 
or 2.2 percent, of budgeted funds will be expended during the remaining months of the fiscal year. 
Currently, there are 33.85 vacant FTE positions, and most of the surplus ($3.1 million) is related 
to position salary balances. There is a projected surplus of $115,000 for long-tenn leave. 
In addition, there is a projected surplus of $139,000 in professional part-time salaries, $71,000 
in contractual services, and $75,000 in local travel and supplies and materials. 

Category 3-Instructional Salaries 

There is a projected end-of-year surplus of $13,000,000 in Category 3, Instructional Salaries. 
As of September 30, 2015, 95.2 percent of the funds budgeted in this category have been spent 
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or encumbered. It is projected that an additional $29.9 million, or 3.3 percent, of budgeted funds 
will be spent during the remainder of the year. Based on the most current data, 
there is a $7.4 million surplus projected for position salaries. There are 184.724 vacant FTE 
positions. Most of the vacant positions are being filled by long-term teacher substitutes. There 
is a $5.6 million surplus projected in temporary part-time salaries. This surplus primarily is due 
to long-term leave, sick and annual leave payments to employees, and to savings in stipends 
and substitutes for professional development. 

Category 4-Textbooks and Instructional Supplies 

Expenditures in Category 4, Textbooks and Instructional Supplies, are projected to have a surplus 
of $1.0 million. As of September 30, 2015, approximately 61.4 percent of the funds budgeted 
in this category have been spent or encumbered. It is projected that an additional 
$7.7 million, or 34.2 percent, of the budgeted amount will be spent during the remainder 
of the year. Remaining funds are projected to be spent throughout the rest of the fiscal year 
for textbooks, instructional supplies and materials, media materials, and school equipment 
purchases that cost less than $1,000. 

Category S--Other Instructional Costs 

There is a projected end-of-year surplus in Category 5, Other Instructional Costs, of $1.0 million. 
As of September 30, 2015, 46.9 percent of the funds budgeted in this category have been spent 
or encumbered. It is projected that $5.2 million, or 44.4 percent, of budgeted funds will 
be spent during the remainder of the year to cover a variety of expenditures including 
costs for interscholastic sports, replacement of school furniture and equipment, contractual 
services for translation and interpretation services, and maintenance ofduplicating equipment. 

Category 6-Special Education 

At this time, expenditures for Category 6, Special Education, are projected to have a surplus 
of $1 million. As ofSeptember 30, 2015, 93.3 percent of the funds budgeted in this category have 
been spent or encumbered. It is projected that an additional $18.3 million, or 6.3 percent, 
will be spent during the remainder of the fiscal year. Currently, there are 78.3 vacant 
FTE positions. Position salary balances resulting from vacant FTE positions are offset 
by long-term substitutes for classroom coverage and temporary part-time salaries and contractual 
services to provide services to students with disabilities as prescribed in their Individualized 
Education Program. This results in an overall surplus of $1.5 million. Offsetting this surplus 
is a $500,000 projected deficit for tuition for students with disabilities served in nonpublic 
programs. This deficit is based on costs associated with additional students who enrolled 
in nonpublic day programs in FY 2015 after the FY 2016 Operating Budget was developed 
and additional students projected in FY 2016. The Office of Special Education and Student 
Services has been experiencing an increasing number of referrals for nonpublic programs 
for elementary and high school students with emotional disabilities and elementary students 
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with autism. If the actual number of students placed this year exceeds the current projected number 
of students, the associated costs could result in a reduced surplus in Category 6. 

Category 7-Student Personnel Services 

Expenditures for Category 7, Student Personnel Services, are projected to have a surplus 
of $300,000. As of September 30, 2015, 94.5 percent of all budgeted funds in this category have 
been spent or encumbered. In addition, $300,000, or 2.8 percent of the budgeted amount, 
will be spent by the end of FY 2016 on supplies, local travel, and contractual services. There 
is a projected salary balance of $300,000 for the fiscal year. 

Category 9-Student Transportation 

Category 9, Student Transportation, is projected to have a surplus of $4,000,000. 
As of September 30, 2015, approximately 73.7 percent ofall budgeted funds in this category have 
been spent or encumbered. In addition, $23.4 million, or 22.4 percent of all budgeted funds, 
will be spent by the end ofFY 2016. Currently, there are 146.9 position vacancies with a position 
salary surplus projected at $4.0 million. However, the surplus in position salary savings will 
be offset by a $3.5 million deficit projected in nonposition funding for temporary part-time 
bus operators and attendants who cover bus routes when positions are vacant. There is a projected 
surplus of $3,000,000 in bus fuel, bus parts, and supplies. The savings in bus fuel is based 
on lower actual prices for diesel fuel compared to the budget. Diesel fuel prices are currently 
at $1.87 per gallon, while the diesel fuel is budgeted at $3.00 per gallon. In addition, there 
is an expected savings of $500,000 in the lease to purchase of buses as a result of not purchasing 
20 buses related to enrollment growth this year. 

Category lO-Operation of Plant and Equipment 

Expenditures for Category 10, Operation of Plant and Equipment, are projected have a surplus 
of$I,500,000. As of September 30,2015, approximately 67.6 percent of all budgeted funds in this 
category have been spent or encumbered. In addition, $41.3 million, or 31.3 percent ofall budgeted 
funds, will be spent by the end of the year. Currently, there are 73.2 FTE position vacancies, 
primarily in school plant operations for building services. As a result of the vacancies, there 
is a projected position salary surplus of $2.2 million. However, the surplus in position salary 
savings will be slightly offset by a $300,000 deficit for building service substitute salaries to cover 
vacant positions. In addition, there is a surplus of$250,000 for relocatable costs in the Department 
of Facilities Management. There is a projected deficit of $650,000 for utilities. Consumption and 
rates for electricity and rates for natural gas are projected to be slightly higher than budgeted. 
If winter temperatures are colder than normal, additional expenditures for electricity and natural 
gas may result in an increased deficit in the projection. 
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Category ll-Maintenance of Plant 

Expenditures in Category 11, Maintenance of Plant, are projected to have a surplus of $500,000. 
As of September 30, 2015, approximately 74.7 percent of budgeted funds have been spent 
or encumbered. In addition, $8.4 million, or 23.9 percent of all budgeted funds, will be spent 
by the end of the year. There are currently 37.0 FTE position vacancies resulting in a projected 
savings of $1,500,000 in position salaries. Salary amounts are offset by a projected deficit 
of $300,000 for overtime due to forecasting a similar winter weather pattern as in FY 2015. 
In addition, there is a projected deficit of $450,000 for maintenance and grounds care supplies 
and contractual services. There also is a deficit of $250,000 for vehicle operating costs. 

Category 12-Fixed Charges 

At this time, expenditures for Category 12, Fixed Charges, are projected to be on budget. 
Approximately 27.0 percent of budgeted funds have been spent as of September 30, 2015. 
Last spring, as part of final action on the FY 2016 Operating Budget, the County Council shifted 
$27.2 million from the county-managed Other Post-employment Benefits (OPEB) Trust Fund 
to the MCPS Employees Group Insurance Fund. In addition, MCPS also shifted its remaining 
$23.95 million from its self-managed OPEB Trust Fund to the MCPS Employees Group Insurance 
Fund to pay for retiree health costs. The shifting of funds, totaling $51.15 million, has allowed 
the county to lower its appropriation within the MCPS budget by this amount for FY 2016. 
Based on actual FY 2015 experience, the beginning fund balance in the MCPS Employees Group 
Insurance Fund for FY 2016 is a deficit of $8.8 million. Current projections for FY 2016 (based 
on three months of actual data), for both active employees and retirees, reflect a deficit 
of $2.0 million resulting in a projected deficit of $1 0.8 million in the fund by the end of the fiscal 
year. 

LAB:AMZ:TPK:jp 
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ATTACHMENT 1 

MONTGOMERY COUNTY PUBLIC SCHOOLS 

Monthly Financial Report and Year-end Projections 


As of September 30,2015 


REVENUE 


Projection Current Report 

FY 2016 Variance 
Original Revised As of As of Over (Under) 

Source Budget Budget(a) 9130/2015 Revised Budget 

County 

State 

Federal 

Other 

Appropriated fund balance 

$ 1,507,631,597 

631,425,558 

200,000 

4,105,755 

33,162,633 

$ 1,507,631,597 

631,425,558 

200,000 

4,105,755 

35,921,456 (1)) 

$ 1,507,631,597 

629,795,558 

150,000 

4,105,755 

35,921,456 

$ 

(1,630,000) 

(50,000) 

Subtotal 

Food Services 

Real Estate Management 

Field Trip 

Entrepreneurial Activities 

Instructional Television 

Supported Projects 

Total 

2,176,525,543 

53,166,879 

3,257,703 

1,991,533 

2,700,509 

1,654,209 

79,092,560 

$ 2,318,388,936 

2,179,284,366 

53,254,118 

3,232,290 

1,991,533 

2,721,266 

1,654,341 

87,822,313 

$ 2,329,960,227 

(c) 

2,177,604,366 

53,254,118 

3,232,290 

1,991,533 

2,721,266 

1.654,341 

87,822,313 

$ 2,328,280,227 $ $ 

(1,680,000) 

(1,680,000) 

Notes: 

(a) Revised budget includes carryover of prior-year encumbrances. 
(b) Includes $2,758,823 for prior-year encumbrances. 
(c) Includes $7,995,353 carried forward from FY 2015 and a supplemental appropriation of $734,400. 

The supplemental appropriation was adopted by the Board on October 13, 2015, but not approved yet 'by County Council. 

Q) 




ATIACHMENT2 

MONTGOMERY COUNTY PUBLIC SCHOOLS 

Monthly Financial Report and Year-end Projections 


As of September 30, 2015 


EXPENDITURES 

Actual Expenditures Current Report Prior Report 
Year-to-Date and Projected Projected Projected Variance 

Authorized Expenditures Encumbrances Encumbrances Expenditures Year-end Year-end Over (a) 
Category Expenditures 9130/2015 9/30/2015 9/30/2015 6/3012016 Balance Balance (Under) Percentage 

01 Adm inistration $ 44,398,773 $ 10,016,524 $ 29,016,141 $ 39,032,665 $ 3,366,108 $ 2,000,000 $ 2,000,000 4.50 
Position salaries 5,654,481 25,618,212 31,272,693 
Non-position salaries 126,391 84,162 210,553 
Operating .~_xpenses __________• 4,235,652 3,313,767 7,549,419 

02 Mid-level Administration 141,535,131 21,809,401 113,153,763 134,963,164 3,071,967 3,500,000 3,500,000 2.47 
Position salaries 21,162,854 112,809,308 133,972,162 
Non-position salaries 472,671 236,508 709,179 

_...___ O~eratin.9..expe1)!~_.___~________ 173,877 107,947 281,823 
03 Instructional Salaries 892,861,021 62,471,869 787,527,602 849,999,471 29,861,550 13,000,000 13,000,000 1.46 

Position salaries 51,084,359 785,852,328 836,936,687 
____fI!~n-e.9~!~nsa'~es.__.___.___._______~.!387,510___ 1,675,275 13,062,784 
Jl4 T~tbooks an.!Supplies_ 22,595,154 8,707,173 5,157,227 13,864,401 7,730,753 1,000,000 1,000,000 4.43 

05 Other Instructional Costs 11,594,882 2,096,546 3,345,195 5,441,741 5,153,142 1,000,000 1,000,000 8.62
-06' Special Education 288.422,204 18,856,798 250,290,532 

Position salaries 15,245,596 218,028,951 
Non-posltion salaries 600,031 503,083 

____0e.erating expen~. 3,011,172 31,758,498 
07 Student Personnel Services 11,330,637 - 1,944,382 8,766,386 

Position salaries 1,858,908 8,764,402 
Non-position salaries 68,262 
Operating expens~~______________.__ .___1~_ 1,985 

269:147,331 18,274,873 1,000,000 1,000,000 0.35 
233,274,547 

1,103,114 
34,769,670 
10,710,768 319,869 300,000 300,000 2.65 
10,623,310 

68,262 

19,196 


08 Health Services 3,590 (0) (0) 3,590 

Position salaries 

Non-position salaries 


.__________9.P.~y.!!9_~.:x.P..!"~!'~l!_______.____.__________________________________________:__________________________CliL_____________________CliL___________________________________________________________________________________________. 

~ 




ATTACHMENT 2 

MONTGOMERY COUNTY PUBLIC SCHOOLS 

Monthly Financial Report and Year-end Projections 


As of September 30,2015 


EXPENDITURES 


Actual Expenditures Current Report Prior Report 
Year-to-Date and Projected Projected Projected Variance 

Category 
Authorized 

Expenditures 
Expenditures 

913012015 
Encumbrances 

913012015 
Encumbrances 

913012015 
Expenditures 

613012016 
Year-end 
Balance 

Year-end 
Balance 

Over 
(Under) 

(a) 
Percentage 

09 Student Transportation 104,265,086 8,451,728 68,420,480 76,872,208 23,392,877 4,000,000 4,000,000 3.84 
Position salaries 4,751,323 58,134,990 62,886,312 

Non-position salaries 2,309,325 
__.___-..!?perating expense~_____________ ~ ..1 ,:39_1 ,08Q 

10 Operation of Plant & Equipment 132,007,377 23,100,315 

245,840 2,555,165 
10,039,651 11,430,731 
66,095,073- - 89,195;387 41,311,990 1,500,000 1,500,000 1.14 

Position salaries 13,776,767 63,174,880 76,951,647 
Non-position salaries 630,856 934,259 1,565,115 

___ Opera!~ expenses .________________ 8,692,692 1,985,934 10,678,626 
11 Maintenance of Plant 35,167,748 5,959,158 20,302,599 26,261,757 8,405,991 500,000 500,000 1.42 

Position salaries 3,840,130 17,509,653 21,349,783 
Non-position salaries 83,360 301,888 385,248 

.___ . ___'2E.eratina expenses ___________.___ 

...1L~Cha~ 495,002,238 
2,035,668 

133,499,607 
2,491,058 

86,675 
4,526,726 

133,586,281 --361,415,956 
14 Community Services 100,525 52,705 13,275 65,980 34,545 

Non-position salaries 2,705 13,275 15,980 
Operating expenses 

Subtotal-------- 2,179,284,366 
50,000 

296,966,205 1,352,174,949 
50,000 

1,649,141,154 502,343,212 27,800,000 27,800,000 1.28 

61 Food Services 53,254,118 5,566,337 18,435,964 24,002,302 29,251,816 
51 
71 
81 
37 

Real Estate Management 
Field Trip 
Entrepreneurial Activities 
Instructional Television 

3,232,290 
1,991,533 
2,721,266 
1,654,341 

182,323 
191,160 
578,221 
299,995 

2,011,354 
265,387 
789,549 

1,035,788 

2,193,677 
456,548 

1,367,770 
1,335,783 

1,038,613 
1,534,986 
1,353,495 

318,558 
Supported Projects 87,822,313 10,645,590 40,259,328 50,904,918 36,917,396 

Total $ 2,329,960,227 
2,242,144,537 

$ 314,429,832 $ 1,414,972,320 $ 1,729,402,151 $ 572,758,075 $ 27,800,000 $ 27,800,000 1.19 

Note: 
(a) Percentage of projected year-end balance to authorized expenditures. 

530,143,212 

~ 




Office of the Superintendent of Schools 

MONTGOMERY COUNTY PUBLIC SCHOOLS 


Rockville, Maryland 


July 15,2015 


MEMORANDUM 

To: Executive Staff , a 
From: Larry A. Bowers, Interim Superintendent OfSch0011) 

Subject: ACTION-Fiscal Year 2016 Operating Budget Expenditure Restrictions 

Due to concerns about the funding gap that is projected for our Fiscal Year (FY) 2017 Operating 
Budget and a directive from the County Executive for all agencies to implement a savings plan, 
I have determined that it is necessary to impose restrictions on expenditures in the current fIscal 
year. At this time the restrictions are for central services expenditures. These expenditure 
restrictions are effective July 20,2015, and will remain in effect until further notice. 

Background 

For the past several years, one source offunds for the Montgomery County Public Schools (MCPS) 
operating budget has been the MCPS fund balance. The challenge with using the prior year's fund 
balance to cover a portion of the current year operating budget is that a fund balance has to be 
generated in the current year to cover the amount for the following fIscal year. To the extent the 
same level of funding balance is not generated, the County Council would be requested to replace 
the amount with current revenues, which would be above Maintenance ofEffort, or we would have 
to make expenditure reductions. 

In FY 2015, the superintendent of schools imposed restrictions on expenditures on November 24, 
2014, for the remainder of FY 2015 to increase the amount of MCPS fund balance that would 
be available to fund the FY 2016 Operating Budget. As a result ofimplementing a spending freeze 
and other savings, MCPS created a fund balance of $33.5 million. When the County Council 
appropriated the FY 2016 Operating Budget for MCPS on May 21,2015, it used $33.2 million 
of MCPS fund balance to fund the Operating Budget. Had we not generated a fund balance 
in FY 2015, we would have had to reduce our'FY 2016 Operating Budget even more than the 
$53.1 million in cuts that the Board adopted on June 16,2015. 

As the County Executive indicated when he approved the savings plan for FY 2016, the fIscal 
outlook for the remainder of FY 2016 and for FY 2017 is not good. In addition, the preliminary 
estimate for the amount that the Board of Education budget request will exceed Maintenance of 
Effort is approximately $125 million in FY 2017. This is partially the result of oneMtime funding 
such as the use of the MCPS fund balance to fund the operating budget. At the same time, 
Montgomery County Government is facing funding challenges which include the loss of revenue 
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due to a recent United States Supreme Court case decision that reduces income tax revenue that 
the county previously has received. 

With this in mind, on June 26, 2015, Mr. Timothy L. Firestine, chief administrative officer, wrote 
to the Executive Branch Department and Office Directors regarding an FY 2016 savings plan for 
Montgomery County agencies. The memorandum asked that all county government departments 
identify reductions of2 percent in their FY 2016 approved budgets. In addition, the memorandum 
asked that MCPS, Montgomery College, and the Maryland-National Capital Park and Planning 
Commission also identify budget savings. 

As a result ofthis fiscal outlook for FY 2017, it is necessary for MCPS to take steps now to generate 
additional resources that will be needed to fund next year's budget. Each central services office 
will be expected to make only absolutely necessary expenditures for the remainder of the fiscal 
year. Even expenditures exempt from the restrictions should not be made unless absolutely 
necessary. These restrictions do not apply to school-based expenditures. A decision on restricting 
school-based expenditures will be made following the opening of the 2015-2016 school year. 

Spendjng Restriction and Process 

Due to the early stall ofrestricted spending and based on feedback from offices last year, we have 
adjusted the process. To start the fiscal year, every office will submit their spending plan. This 
plan will comprise the office's request for the year including all spending ofoperating funds other 
than those funds identified as unrestricted (Attachment). Under separate cover, offices will be 
provided a format to develop spending plans. It will include what the funds were originally 
budgeted for, what funds are being requested for the year, and the plan for the funds. Each office 
is asked to carefully examine their plans and include those functions and work that must occur. 
This should include only those expenditures required by law, essential to daily operations, andlor 
critical to the mission ofthe school system. In all cases, offices are to consider decreased spending 
including cutting completely; reducing in scope, length, or magnitude; or using other means 
(e.g. temporary employees versus permanent or online training versus face-to-face etc.). 

The timeline and steps for the process are as follows: 

1. 	 July IS, 20 IS-Memorandum distributed to all offices. Offices will begin developing spending 
plans based on details provided in the attachment. 

2. 	 July 20,20 IS-All funds, other than those identified as unrestricted (Attachment), are frozen. 
It is expected that there will be no excessive spending between July 15, 2015, and July 20, 
2015. This will be monitored by the Procurement Unit and Division of Controller. 
No interviews should be scheduled after July 15,2015. No charges to credit cards should be 
made between July IS, 2015, and July 20, 2015, unless approved in advance by the chief 
operating officer. 

3. 	 July 31, 2015-Spending plans are due. Spending plans that are completed earlier will 
be reviewed as soon as they are submitted. 

a. 	 Spending plans will be submitted through the chief academic officer, chief operating 
officer, or deputy superintendent of school support and improvement. 

b. 	 The plans will be reviewed and approved by Cabinet. 



Executive Staff 3 	 July 15, 2015 

4. 	 Ongoing-Implementation and Monitoring ofPlans 
a. 	 Review of plans by each office will include the account manager and financial agent 

from each office and budget office staff. 
b. 	 Division of Controller and Procurement Unit 

i. 	 All MCPS Fonns 460-2, Request/or Temporary Employment, will be submitted 
to the account manager and include information in the comment section 
regarding the number of hours approved. In addition, the spending plan with 
the relevant section highlighted will be attached to Form 460-2 before it will be 
entered. No work will begin until Fonn 460-2 and the spending plan have been 
approved. 

ii. 	 Paying directly from an invoice (not using a purchase order) will occur only 
when using the purchase order process is not possible. When paying from 
an invoice, the relevant section of the approved spending plan will be attached 
to the invoice before the invoice can be paid. 

iii. 	 Other than in emergencies, the requisition/procurement process will be used 
to encumber funds and then pay invoices. The procurement process will be 
completed prior to services being rendered. The approved plan will be attached 
to the requisition. No requisition will be approved at the procurement level 
without an approved plan. 

IV. 	 Credit card charges are subject to the same guidelines as other spending. 
No spending should occur on credit cards unless it is part of the plan. Copies 
of relevant sections of the plan will be attached to the monthly logs and then 
submitted to the Division of Controller. 

Once spending plans have been submitted and approved, spending within those plans will be 
pennitted without approval. If offices need to adjust plans, requests will be made to the Freeze 
Committee. In addition, every office will be involved in the monthly monitoring of the plans 
including submitting reports on progress and deviations with respect to the plan. 

Thank you for your cooperation. If you have any questions, please contact Dr. Andrew M. 
Zucketman, chief operating officer, at 301-279-3627, or Mr. Thomas P. Klausing, director, 
Department ofManagement, Budget and Planning, at 301-279-3547. 
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Attachment 

Guidelines for Spending Plans 

Positions 

1. 	 Unrestricted Spending (does not require an exemption or need to be part ofthe spending plan) 
a. 	 Positions funded with enterprise funds are exempt as needed. 
b. 	 Positions funded by the Capital Budget are exempt. 
c. 	 School bus operators and attendants can be filled with temporary part~time employees 

without an additional approval on a spending plan. 
2. 	 Restricted (Frozen) Spending-all position vacancies are frozen other than those where interviews 

are already scheduled with candidates. 
3. 	 Spending Plan Guidance 

a. 	 Include only positions that must be filled with either permanent or temporary employees. 
b. 	 Consider reduction in FTEs andlor hours. 
c. 	 Address when work is mission critical, essential to daily operations, or required by law 

or policy. 

Other Salaries (Temporary Part~time, Substitutes, Stipends, etc.) 

1. 	 Unrestricted Spending (does not require an exemption or need to be part ofthe spending plan) 
a. 	 Summer school substitutes for teachers and paraeducators. 
b. 	 Summer training already scheduled: no new professional development is to be scheduled 

without approval. 
c. 	 Salaries funded by enterprise funds. 
d. 	 Emergency overtime: overtime must be preapproved by the responsible associate 

superintendent or executive staff member according to the procedures. 
2. 	 Restricted (Frozen) Spending-effective July 31, 2015: all other temporary part~time employment 

is frozen including substitutes for employees on leave, even those previously approved, and 
overtime other than for emergencies. Work that has already begun can continue through July 31, 
2015, unless a spending plan is approved. No new temporary part-time employment can begin 
between now and July 31, 2015. 

3. 	 Spending Plan Guidance 
a. 	 Include exceptions to the spending restrictions outlined above through June 30, 2016. 
b. 	 Reductions in hours from the original plan should be considered wherever possible. 
c. 	 Address when work is mission critical, essential to daily operations, or requil'ed by law 

or policy. 

Supplies and Materials 

1. 	 Unrestricted Spending (does not require an exemption or need to be part of the spending plan) 
a. 	 Paper, toner, and office supplies required for the essential functions ofthe office. 
b. 	 Required uniforms. 

2. 	 Restricted (Frozen) Spending-All other supplies and materials are frozen. This includes 
all food, beverages, and dues for memberships andlor periodicals. 

3. 	 Spending Plan Guidance 
a. 	 Include only those materials required for the year to implement strategic initiatives 

and functions of the office. 



b. 	 Dues for memberships and/or periodicals must be limited to only those required 
ofa position or work. Dues should only be paid by MCPS when it is a commitment ofthe 
school system to pay such dues. In all other cases, employees should be paying 
for dues. memberships. and periodicals. 

c. 	 Include printing orders perfonned by Editorial, Graphics and Publishing Services. 
d. 	 Food andlor beverage expenses should only be included in extraordinary cases. 
e. 	 Address when work is mission critical, essential to daily operations, or required by law 

or policy. 

Contractual/Consultant Services 

1. 	Unrestricted Spending (does not require an exemption or need to be part ofthe spending plan) 
a. 	 Contractual maintenance for already owned equipment; all contractual maintenance should 

be encumbered by August 31, 2015. 
b. 	 Contracts for waste disposal and recycling, speech and language services, other requests 

for special education services, and interpreting and translating services. 
2. 	Restricted (Frozen) Spending-All other contractual and consulting services are frozen. No new 

commitments can be made until a spending plan has been approved for the expenditure. 
3. 	Spending Plan Guidance 

a. 	 Include all contractual and consulting expenses fur Fiscal Year (FY) 2016, including 
existing and new contracts and consulting services. 

b. 	 The plan also should include when partial contracts can be implemented or when 
an existing contract can be delayed, reduced, or cancelled. 

c. 	 Address when work is mission critical, essential to daily operations, or required by law 
or policy. 

Other Expenditures 

1. 	 Unrestricted Spending (does not require an exemption or need to be part of the spending plan) 
a. 	 Local travel, but minimized to be consistent with required responsibilities. 
b. 	 Transportation to summer school programs. 
c. 	 Transportation paid by funds other than operating funds. 

2. 	 Restricted (Frozen) Spending-All other expenditures are frozen until a plan is approved. 
This includes conference travel and other professional development with costs involved. 

3. 	 Spending Plan Guidance 
a. 	 When travel and professional development already has been committed to (paid for), every 

attempt to cancel should be made immediately. When travel cannot be cancelled, this 
should be noted in the spending plan. 

b. 	 Plans should include only conference travel and expenses for FY 2016 that are essential to 
the operation or mission of the school system. 

c. 	 Plans should include dues, registration. and fees for FY 2016 that are essential to the 
operation or mission of the school system or that are required and must be paid by the 
school system. 

d. 	 Address when work is mission critical, essential to daily operations, or required by law 
or policy. 
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Furniture and Equipment 

1. 	 Unrestricted Spending (does not require an exemption or need to be part ofthe spending plan) 
a. 	 School bus acquisition. 
b. 	 Existing leases with payments already committed. 

2. 	 Restricted (Frozen) Spending-All other expenditures are frozen until a plan is approved. 
3. 	 Spending Plan Guidance 

a. 	 Include all purchases for furniture and equipment other than those identified 
in unrestricted spending. 

b. 	 Address when work is mission critical, essential to daily operations, or required 
by law or policy. 

Grants 

1. 	 Expenditures for nonbudgeted grants (i.e., competitive grants that have no local component) 
are exempt from expenditure restrictions. These grants must be spent according to the terms 
of the grant. Project managers should check with their budget specialist to determine if a grant 
falls within this category. 

2. 	 Budgeted grants that have a local component (i.e., grants that include locally funded expenditures 
as part of the budgeted program) are subject to expenditure restrictions. These grants also must 
be expended according to the terms of the grant, but all expenditures not othelwise exempt under 
the provisions listed above must be scrutinized for opportunities to shift local expenditures to the 
grant. Grant managers must request exceptions to authorize expenditures in these grants unless 
otherwise exempt and show why it is impossible to shift locaUy funded expenditures to the grant. 
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ACTION REQUIRED BY: September 21, 2015 

Office of the Superintendent of Schools 

MONTGOMERY COUNTY PUBLIC SCHOOLS 


Rockville, Maryland 


September 17,2015 


MEMORANDUM 

To: All Principals .~ ~ 

From: Larry A. Bowers, Interim Superintendent of SChOcr ) 

Subject: ACTION: Fiscal Year 2016 Operating Budget Expenditure Restrictions 

Due to concerns about the funding gap that is projected for our Fiscal Year (FY) 2017 Operating 
Budget and a directive from the County Executive for all agencies to implement a savings plan, I have 
detennined that it is necessary to impose restrictions on expenditures in the current fiscal year. 
In July 2015, I imposed restrictions for Central Services offices. At this time, the restrictions will 
be expanded for all Montgomery County Public Schools' (MCPS) offices and schools. These 
expenditure restrictions are effective immediately and will remain in effect until further notice. 

Background 

For the past several years, one source of funds for the MCPS operating budget has been the MCPS 
fund balance. The challenge with using the prior year's fund balance to cover a portion ofthe operating 
budget is that a fund balance has to be generated in the current year to cover the amount. To the extent 
the same level offund balance is not generated, the County Council would be requested to replace the 
amount with current revenues, which would exceed Maintenance ofEffort, or we would have to make 
expenditure reductions. 

In FY 2015, the superintendent of schools imposed expenditure restrictions on November 24, 2014, 
for the remainder ofFY 2015 to increase the amount ofMCPS fund balance that would be available 
to fund the FY 2016 Operating Budget. As a result of implementing a spending freeze and other 
savings, MCPS created a fund balance of $33.5 million. When the County Council appropriated 
the FY 2016 Operating Budget for MCPS on May 21,2015, it used $33.2 million of the MCPS fund 
balance to fund the FY 2016 Operating Budget. Had we not generated a fund balance in FY 2015, 
we would have had to reduce our FY 2016 Operating Budget even more than the $53.1 million in cuts 
that the Board of Education adopted on June l6, 2015. 

As the County Executive indicated when he approved the savings plan for FY 2016, the fiscal outlook 
for the remainder of FY 2016 and for FY 2017 is not good. In addition, the preliminary estimate for 
the amount that the Board's budget request will exceed Maintenance of Effort is approximately 
$125 million in FY 2017. This is partially the result ofone-time funding such as the use of the MCPS 
fund balance to fund the operating budget. At tbe same time, Montgomery County Government 
is facing funding challenges which include the loss of revenue due to a recent United States Supreme 
Court case decision that reduces income tax revenue that the county has previously received. 
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With this in mind, on June 26, 2015, Mr. Timothy L. Firestine, chief aqministrative officer, wrote 
to the Executive Branch Department and Office Directors regarding an FY 2Q16 savings plan for 
Montgomery County agencies. The memorandum asked that aU county government departments 
identifY reductions of 2 percent to their FY 2016 approved budgets. In addition, the memorandum 
asked that MCPS, Montgomery Col1ege, and the Maryland~National Capital Park and Planning 
Commission also identify budget savings. 

As a result of this fiscal outlook for FY 2017, it is necessary for MCPS to take steps now to generate 
additional resources that will be needed to fund next year's budget. 

Spending Restriction and Process 

Due to the early start of restricted spending, the increased need for savings, and based on feedback 
from offices and schools last year, we have adjusted the process. 

Central Services Offices 
For Central Services offices, spending plans have been submitted and approved: Only those expenses 
that have already been approved on the plan should move forward. If positions become vacant, 
the position is frozen. Offices that wish to adjust their plan or fill a new vacancy wi11 work directly 
with the Department ofManagement, Budget, and Planning to complete an exception request Exception 
requests will be reviewed by Cabinet. In addition, no higher level assignment can be authorized unless 
approved, in advance, by Cabinet. 

School-based Spending 
The school-based restrictions detailed below are effective September 21, 2015. For now, school 
restrictions are limited to filling of positions and substitutes for employees on leave. It is important 
to note that the Central· Services office restrictions are more extensive and extend to all areas of 
spending; however, each school will be expected to make only absolutely necessary expenditures 
in all areas. Even expenditures exempt from the restrictions should not be made unless necessary. 
Existing commitments for non-position expenditures must be reviewed to be sure they are absolutely 
necessary. 

School·based PositionINon·position Salaries 

1. 	 An position vacancies are frozen and may not be filled with permanent employees. If a 
position has already been advertised and the interviews have already been scheduled 
as of today, then interviews may occur and the position may be fIlled. All other vacancies 
are frozen at this time. 

2. 	 The following positions may be fined with highet' level assignments when the period of time 
is greater than two weeks, but any backfilled vacancies are frozen and require approval 
to be filled with temporary part-time employees: 

• 	 Principals 
• 	 Assistant principals/assistant school administrators 
• 	 Building service managers and assistant managers 
• 	 School administrative secretaries 
• 	 School business administrators 
• 	 School security team leaders 
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3. 	 Filling ofteacher-level positions due to vacancy or extended absence: 
• 	 AU vacant classroom and itinerant teacher positions may be filled by long-term 

substitutes and do not need an approval. 
• 	 All non-classroom teacher-level positions are frozen. 
• 	 AU substitutes for non-classroom teacher positions who do not have an exception 

granted must stop working by September 30, 2015. Exception requests to extend 
non-teaching long-term substitutes should be submitted usiug MCPS Form 
430-23. Fiscal Year 2016 Freeze Exception Request (or Non-teaclling School-based 
PosltlonN, no Jater than September 21,2015. 

• 	 When a non-classroom teacher-level position is either vacated or a substitute is desired 
for long-term leave (only when leave is greater than two weeks), the school must 
complete MCPS Form 430-23 and submit it to the Office of the Chief Operating 
Officer. Schools are asked to limit these substitute requests to situations when 
the timeframe is extensive and the impact on program. is significant. Please note that 
approval ofnon-teaching position substitutes will be based on student need and will be 
limited. Even when a substitute is approved. it may be parHime and schools will 
be asked to wait on ftIHng with a substitute for a period of time so that some savings 
can be gained. 

4. 	 The following position vacancies may be filled with temporary patt-time employees/substitutes 
and do not require an approval: 

• 	 Head Startlpre-K paraeducators 
• 	 Interpreters 
• 	 Lunch hour aides 
• 	 Security assistants 
• 	 Special education paraeducators 

5. 	 Filling of supporting services positions due to vacancy or extended absence: 
• 	 All schoolwbased supporting services staff positions, other than those noted above 

in #2 and #4 includingparaeducator positions. are frozen. Unless specifically approved, 
existing paraeducators may not be authorized for additional time. 

• 	 When a supporting services position (other than those outlined in #2 and #4 above) 
is either vacated or a substitute is desired for long-term leave (greater than two weeks), 
the school must complete an MCPS Form 430-23 and submit it to the Office of the 
Chief Operating Officer. Schools are asked to limit requests to only when 
the timeframe is extensive and the impact on program is significant. Please note that 
approval of these substitutes will be based on student need and will be limited 
to extreme and extraordinary circumstances when other options are not availabl.e 
and the impact on student teaming or safety is significant. Even when a substitute 
is approved, it may be part-time and schools will be asked to wait on filling with 
a substitute for a period of time so that some savings can be gained. 

6. 	 Overtime: 
Only emergency overtime is permitted. Ail emergency overtime must be preapproved 
according to existing procedures. Overtime in nonemergency situations will not be approved. 
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7. 	 All other expenses: 

Other school-based spending is not frozen at this time. This includes: 


• 	 Building service custodial supplies 
• 	 Clerical/guidance allocations 
• 	 Copier lease and maintenance allocations 
• 	 Copy Plus orders 
• 	 Drama/literary magazine/newspaper allocations 
• 	 Extracurricular activity bus transportation 
• 	 Extracurricular activity stipends 
• 	 Furniture and equipment replacement funds 
• 	 High School Intervention Program funds 
• 	 Instructional supplies/materials (e.g., instructional materials, textbooks, media center 

and special education resource room) 
• 	 Instrumental music repairs 
• 	 Mini-grants for drama/literary magazine/newspaper and minority achievement 
• 	 Music program allocations 

For FY 2016, once funds or positions have been frozen, the funds will be moved out of accounts 
to ensure they are available to commit to our savings plans. All accounts will be monitored monthly. 
If it is detennined that the current restrictions do not yield the savings we require for funding 
of FY 2017. additional restrictions will be impJemented. I will continue to keep you informed 
as changes are needed. 

Thank you for your cooperation. If you have any questions, please contact Mr. Thomas P. Klausing, 
director, Department ofManagement, Budget and Planning, at 301-279-3547. 
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Copy to: 
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