EXECUTIVE SUMMARY
PART I, REVENUE AND EXPENDITURE TRENDS IN MONTGOMERY COUNTY

At the request of the Montgomery County Council, the Office of Legislative Oversight examined the tax
supported revenue and spending trends over the past ten years and projected for the next six years. The
purpose of the review, which included Montgomery County Government, Montgomery County Public
Schools, Montgomery College, and the Maryland-National Capital Park and Planning Commission, was to:

e Quantify patterns of revenue and spending, and analyze how agency budget growth compared to
changesin factors such as inflation and population, and increases in school enrollment.

e Identify past and emerging “cost drivers,” and improve understanding of how previous decisions
regarding revenue and spending affect current and future budgets.

e Compile data on the County’s spending “commitments,” defined as items that the County is obligated
by law and/or policy to fund; these commitments include debt service, health insurance for active and
retired employees, pension plan payments, and contributions to the County’s fund reserves.

e Based on the revenue assumptions contained in the most-recently adopted Fiscal Plan, describe the
parameters of the County’s future challenge to achieve a structurally balanced budget.

A. THE STRUCTURAL BUDGET CHALLENGE DEFINED

The cost pressures and difficult trade-offs facing Montgomery County are by no means unique. Vigorous
debates are taking place across the country about how to recover from the most serious recession since the
Great Depression. With few exceptions, state and local governments are grappling with how to address fiscal
projections that show a massive imbalance between expected revenues and desired expenditures.

The imbalance today between projected revenues and desired expenditures in Montgomery County,
similar to the imbalance in other places, contains both cyclical and structural components. A “cyclical
budget gapg’ is a short-term imbalance between projected revenues and desired expenditures that reflects the
ups and downs of the business cycle. In contrast, a “structural budget gap” exists when projections of
expenditures exceed projections of ongoing revenues on a persistent and recurring basis. The distinction
between the two is that a structural budget gap continues to exist even when revenue growth resumes.

A common ingredient of the budget challenge facing jurisdictions across the country is the increasing portion
of tax supported budgets that must be allocated to fixed spending commitments. In Montgomery County, these
commitments include debt service, health insurance for active and retired employees, pension plan payments,
current revenue contributions to the capital budget (PAY GO), and contributions to the County’s fund reserves.
A structural budget problem becomes increasingly evident when the projected cost increases of a
governments commitments exceed its projected revenue growth. This is precisely the situation facing
Montgomery County for the foreseeable future.

The traditional scenario for making annual budget decisions no longer works when a jurisdiction faces
a structural budget problem. Under the traditional scenario, projected revenue for the upcoming fiscal year
is sufficient to: fully fund the current year’s budget (again), absorb growth in the cost of commitments, and
pay for new initiatives, such as program expansions and pay increases for employees. In the current climate,
revenue growth for the foreseeable future is unlikely to keep pace with the steadily rising costs of the public
sector’s spending commitments. Montgomery County, like many other governments, now faces the
extraordinary challenge of bringing projected revenues and spending into alignment, which can only be
accomplished by raising more revenue or making reforms that bend the future cost curves downward.
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EXECUTIVE SUMMARY
PART I, REVENUE AND EXPENDITURE TRENDS IN MONTGOMERY COUNTY

B. OVERVIEW OF REVENUE AND SPENDING FY02-FY11

1. From FY02 to FY1l, the tax supported agency budgets in Montgomery County collectively
increased 59% from $2.1 billion to $3.4 billion. The macro-cost curve shows annual increases of 7-9%
between FY02 and FY08. Total tax supported spending leveled off in FY 09 and posted actual declinesin
FY 10 and FY 11. During the same ten year period, inflation was 29%, the County ’s population grew 12%,
median household income increased 21%, and the County’s assessable property tax base increased 114%.

2. The County’sincreased budgets supported some notable expansions in agency services, including:

Montgomery County Public Schools Montgomery College

e Reductioninclasssize e Expanded services to meet 32% enrollment increase
e Expansion of full-day Kindergarten e Opening of new facilities

e Enhanced staff development programs

County Government M-NCPPC (Montgomery County portion)

e Additional public safety personnel o 12%increasein park land

e Expanded Ride-On service hours e Creation of the Legacy Open Space Program

e Moreresourcesfor health & housing programs

3. The County’s budget growth was funded by a combination of more property tax revenue, higher
income and excise tax rates, and substantial growth in State aid (mostly to MCPS). Over the ten
years, revenue growth in the County outpaced inflation and population increases by about 20%. The ten
year average annual revenue growth rate of 6% (FY 02-FY 11) is twice the forecast for the next six years,
which isfor an average annual growth rate of 3%.

4. In FY11, MCPS received 57% of total tax supported agency allocations and County Gover nment
received 34%; the balance went to Montgomery College (6%) and M-NCPPC (3%). The alocation
among the four tax supported agencies remained largely unchanged during the past decade, although how
money is spent within each agency evidenced some shifts. Notable trends included a higher portion of
agency budgets spent on employee benefits and a higher portion of County Government resources
dedicated to public safety services.

5. Conceptually, debt service can be considered a fifth agency because it must be paid from the same
pot of tax supported dollars. During the past decade, debt service payments increased 47% from $177
million in FY02 to $260 million in FY11. If the County issues General Obligation bonds at the rate
projected in the most recent CIP ($325 million/year), the cost of debt service will increase to $391 million
in FY 16, a 50% increase from FY 11. By FY 16, debt service is projected to cost more than the combined
tax supported budgets of the College and M-NCPPC.

C. TRENDS IN COSTS OF THE WORKFORCE (EMPLOYEE PAY AND BENEFITS)

1. Personnel costs (pay and benefits) account for 82% of all tax supported spending. Between FY02
and FY 11, personnel costs increased 64% while the total number of workyearsincreased 10%. The
workforces at all four agencies fluctuated during the past decade, but only MCPS and the College
workforces are measurably larger today compared to ten years ago. Specifically, from FY02-FY 11,
MCPS’ workyears increased 14% while MCPS enrollment increased 6%; Montgomery College’s
workyear growth of 30% paralleled the College's enrollment growth of 32%.
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EXECUTIVE SUMMARY
PART I, REVENUE AND EXPENDITURE TRENDS IN MONTGOMERY COUNTY

2. Between FY02 and FY 11, the primary driver behind higher personnel costs was not an increase in
the size of the workforce but rather the increase in average costs per employee. Across the four
agencies, employee salaries grew by 50% in the aggregate and by higher amounts (up to 80%) for
individual employees, while the costs of health and retirement/pension benefits increased upwards of
120%. In FY11, the combined agency cost of employee benefitsis almost $740 million, or 22% of all
spending. (Thistotal would be higher had the agencies made FY 11 payments to their OPEB trust funds.)

3. Another way to track therisein spending on employee benefitsisto calculate their cost asa percent
of salary. Asone example, for County Government, the aggregate cost of employee benefits as a percent
of salary increased from 35% in FY02 to 52% in FY 11. This means that for every $1 the County spends
on salary, it now pays 52 cents for benefits. The drivers behind these rising costs are the overal rise in
health care costs, and major increases in annua pension/retirement plan contributions. Especially
noteworthy is that during the past decade, the per employee cost of a defined benefit pension increased at
more than twice the rate of a defined contribution retirement plan.

D. LOOKING FORWARD

1. Thebalanced six-year Fiscal Plan adopted by the Council shows tax supported revenues (within the
Charter limit) steadily increasing at about 3% per year. Although these projections show FY 16 tax
supported revenue that is 16% higher than current year (FY 11) revenue, it is important to recognize that
the County’s revenue is projected to grow at half the rate it did during the past decade.

2. Looking ahead to FY12-FY16, the County’s budget allocation decisions will increasingly be
dominated by costs that are resistant to change. The most striking trend contained in agency cost
projectionsis the steady growth in the total costs of the County’s legal and policy commitments, which by
FY 16 will sum to about $1.6 billion, or about one-third of all available resources. The calculation of these
commitments includes the costs of debt service, health insurance for active and retired employees,
retirement/pension benefits, and contributions to the OPEB trust, PAY GO, and County fund reserves.

OLO concludes that the County faces a structural budget problem. The steadily rising costs of the
County’s legal and policy commitments, many of which are resistant to change, are projected to exceed the
growth in anticipated revenues for the foreseeable future. The magnitude and recurring nature of these costs
means that one-time solutions are insufficient to resolve the problem. In order to achieve long-term fiscal
sustainability, the County must consider reforms that either raise more revenue or lower the projected cost
curves associated with ongoing government operations and future promises.

E. OPTIONS FOR LONG-TERM FISCAL BALANCE

OLO’s Part 1l report (scheduled for Council release on 12/7/10) will contain options for changes that could
help achieve long-term fiscal balance in the County. The report will consist of a series of issue papers on the
topics listed below. Part 11 will also contain some comparative information about reforms being considered by
other state and local governments, and a County Attorney’s opinion on the legal issues related to changing
employee pay and benefits.

e Saariesand wages e Workforce size
e Pension/retirement benefits e Operating expenses
¢ Health benefits for active employees o Debt
e Health benefitsfor retirees e Revenue
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MEMORANDUM

November 19, 2010

TO: County Council

FROM: Karen Orlansﬁ)?, Director
Office of Legislative Oversight

SUBIJECT: Office of Legislative Oversight Report 2011-2:
Achieving a Structurally Balanced Budget in Montgomery County,
Part I: Revenue and Expenditure Trends

The County Council assigned the Office of Legislative Oversight a two-part project on the topic of achieving a
structurally balanced budget in Montgomery County:

Part I, Revenue and Expenditure Trends, analyzes the revenue and tax supported spending trends of the
past decade, and identifies the parameters of the County’s fiscal challenge going forward.

Part II, Options for Long-Term Fiscal Balance, presents options for specific changes that could help the
County achieve long-term fiscal balance of projected revenues and expenditures.

On November 23™, OLO staff will present the Council with the results of our Part I analysis. Receipt and release
of OLO’s Part II report is scheduled on the Council’s agenda for December 7"

OLO appreciates the cooperation received from the leadership and staff of the County Government, Montgomery
County Public Schools, Montgomery College, and Maryland-National Capital Park and Planning Commission.
This assignment was a major undertaking during a compressed time period; OLO’s work was greatly facilitated
by the reliable and constructive assistance of the four agencies involved. Special thanks are also owed to the
Council Staff Director and the many other Council staff members with whom we consulted regularly.

[ also want to recognize and thank OLO staff for their diligence and dedication demonstrated throughout the
course of this project: Elaine Bonner-Tompkins; Teri Busch; Sarah Downie; Craig Howard; Kristen Latham;
Jennifer Renkema; Sue Richards; Leslie Rubin; Aron Trombka; and our volunteer graduate student Amanda
Albert. Each member contributed his/her unique talents, but also supported one another so that the work
progressed as a collective team effort.

The attachments for the November 23™ briefing are listed below. On Tuesday, we will post copies of all materials
on OLO’s website for online public access at http://www.montgomerycountymd.gov/olo.

Attachments Begins at:
Executive Summary of Part I, Revenue and Expenditure Trends Circle 1
Copy of slides for 11/23 briefing by OLO staff Circle 4
Addendum to Part | Circle 27

Office of Legislative Oversight

100 Maryland Avenue, Rockville, Maryland 20850, 240/777-7990, FAX 240/777-7879
Printed on Recycled Paper
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EXECUTIVE SUMMARY
PART I, REVENUE AND EXPENDITURE TRENDS IN MONTGOMERY COUNTY

At the request of the Montgomery County Council, the Office of Legislative Oversight examined the tax
supported revenue and spending trends over the past ten years and projected for the next six years. The
purpose of the review, which included Montgomery County Government, Montgomery County Public
Schools, Montgomery College, and the Maryland-National Capital Park and Planning Commission, was to:

e Quantify patterns of revenue and spending, and analyze how agency budget growth compared to
changesin factors such as inflation and population, and increases in school enrollment.

e Identify past and emerging “cost drivers,” and improve understanding of how previous decisions
regarding revenue and spending affect current and future budgets.

e Compile data on the County’s spending “commitments,” defined as items that the County is obligated
by law and/or policy to fund; these commitments include debt service, health insurance for active and
retired employees, pension plan payments, and contributions to the County’s fund reserves.

e Based on the revenue assumptions contained in the most-recently adopted Fiscal Plan, describe the
parameters of the County’s future challenge to achieve a structurally balanced budget.

A. THE STRUCTURAL BUDGET CHALLENGE DEFINED

The cost pressures and difficult trade-offs facing Montgomery County are by no means unique. Vigorous
debates are taking place across the country about how to recover from the most serious recession since the
Great Depression. With few exceptions, state and local governments are grappling with how to address fiscal
projections that show a massive imbalance between expected revenues and desired expenditures.

The imbalance today between projected revenues and desired expenditures in Montgomery County,
similar to the imbalance in other places, contains both cyclical and structural components. A “cyclical
budget gapg’ is a short-term imbalance between projected revenues and desired expenditures that reflects the
ups and downs of the business cycle. In contrast, a “structural budget gap” exists when projections of
expenditures exceed projections of ongoing revenues on a persistent and recurring basis. The distinction
between the two is that a structural budget gap continues to exist even when revenue growth resumes.

A common ingredient of the budget challenge facing jurisdictions across the country is the increasing portion
of tax supported budgets that must be allocated to fixed spending commitments. In Montgomery County, these
commitments include debt service, health insurance for active and retired employees, pension plan payments,
current revenue contributions to the capital budget (PAY GO), and contributions to the County’s fund reserves.
A structural budget problem becomes increasingly evident when the projected cost increases of a
governments commitments exceed its projected revenue growth. This is precisely the situation facing
Montgomery County for the foreseeable future.

The traditional scenario for making annual budget decisions no longer works when a jurisdiction faces
a structural budget problem. Under the traditional scenario, projected revenue for the upcoming fiscal year
is sufficient to: fully fund the current year’s budget (again), absorb growth in the cost of commitments, and
pay for new initiatives, such as program expansions and pay increases for employees. In the current climate,
revenue growth for the foreseeable future is unlikely to keep pace with the steadily rising costs of the public
sector’s spending commitments. Montgomery County, like many other governments, now faces the
extraordinary challenge of bringing projected revenues and spending into alignment, which can only be
accomplished by raising more revenue or making reforms that bend the future cost curves downward.
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EXECUTIVE SUMMARY
PART I, REVENUE AND EXPENDITURE TRENDS IN MONTGOMERY COUNTY

B. OVERVIEW OF REVENUE AND SPENDING FY02-FY11

1. From FY02 to FY1l, the tax supported agency budgets in Montgomery County collectively
increased 59% from $2.1 billion to $3.4 billion. The macro-cost curve shows annual increases of 7-9%
between FY02 and FY08. Total tax supported spending leveled off in FY 09 and posted actual declinesin
FY 10 and FY 11. During the same ten year period, inflation was 29%, the County ’s population grew 12%,
median household income increased 21%, and the County’s assessable property tax base increased 114%.

2. The County’sincreased budgets supported some notable expansions in agency services, including:

Montgomery County Public Schools Montgomery College

e Reductioninclasssize e Expanded services to meet 32% enrollment increase
e Expansion of full-day Kindergarten e Opening of new facilities

e Enhanced staff development programs

County Government M-NCPPC (Montgomery County portion)

e Additional public safety personnel o 12%increasein park land

e Expanded Ride-On service hours e Creation of the Legacy Open Space Program

e Moreresourcesfor health & housing programs

3. The County’s budget growth was funded by a combination of more property tax revenue, higher
income and excise tax rates, and substantial growth in State aid (mostly to MCPS). Over the ten
years, revenue growth in the County outpaced inflation and population increases by about 20%. The ten
year average annual revenue growth rate of 6% (FY 02-FY 11) is twice the forecast for the next six years,
which isfor an average annual growth rate of 3%.

4. In FY11, MCPS received 57% of total tax supported agency allocations and County Gover nment
received 34%; the balance went to Montgomery College (6%) and M-NCPPC (3%). The alocation
among the four tax supported agencies remained largely unchanged during the past decade, although how
money is spent within each agency evidenced some shifts. Notable trends included a higher portion of
agency budgets spent on employee benefits and a higher portion of County Government resources
dedicated to public safety services.

5. Conceptually, debt service can be considered a fifth agency because it must be paid from the same
pot of tax supported dollars. During the past decade, debt service payments increased 47% from $177
million in FY02 to $260 million in FY11. If the County issues General Obligation bonds at the rate
projected in the most recent CIP ($325 million/year), the cost of debt service will increase to $391 million
in FY 16, a 50% increase from FY 11. By FY 16, debt service is projected to cost more than the combined
tax supported budgets of the College and M-NCPPC.

C. TRENDS IN COSTS OF THE WORKFORCE (EMPLOYEE PAY AND BENEFITS)

1. Personnel costs (pay and benefits) account for 82% of all tax supported spending. Between FY02
and FY 11, personnel costs increased 64% while the total number of workyearsincreased 10%. The
workforces at all four agencies fluctuated during the past decade, but only MCPS and the College
workforces are measurably larger today compared to ten years ago. Specifically, from FY02-FY 11,
MCPS’ workyears increased 14% while MCPS enrollment increased 6%; Montgomery College’s
workyear growth of 30% paralleled the College's enrollment growth of 32%.
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EXECUTIVE SUMMARY
PART I, REVENUE AND EXPENDITURE TRENDS IN MONTGOMERY COUNTY

2. Between FY02 and FY 11, the primary driver behind higher personnel costs was not an increase in
the size of the workforce but rather the increase in average costs per employee. Across the four
agencies, employee salaries grew by 50% in the aggregate and by higher amounts (up to 80%) for
individual employees, while the costs of health and retirement/pension benefits increased upwards of
120%. In FY11, the combined agency cost of employee benefitsis almost $740 million, or 22% of all
spending. (Thistotal would be higher had the agencies made FY 11 payments to their OPEB trust funds.)

3. Another way to track therisein spending on employee benefitsisto calculate their cost asa percent
of salary. Asone example, for County Government, the aggregate cost of employee benefits as a percent
of salary increased from 35% in FY02 to 52% in FY 11. This means that for every $1 the County spends
on salary, it now pays 52 cents for benefits. The drivers behind these rising costs are the overal rise in
health care costs, and major increases in annua pension/retirement plan contributions. Especially
noteworthy is that during the past decade, the per employee cost of a defined benefit pension increased at
more than twice the rate of a defined contribution retirement plan.

D. LOOKING FORWARD

1. Thebalanced six-year Fiscal Plan adopted by the Council shows tax supported revenues (within the
Charter limit) steadily increasing at about 3% per year. Although these projections show FY 16 tax
supported revenue that is 16% higher than current year (FY 11) revenue, it is important to recognize that
the County’s revenue is projected to grow at half the rate it did during the past decade.

2. Looking ahead to FY12-FY16, the County’s budget allocation decisions will increasingly be
dominated by costs that are resistant to change. The most striking trend contained in agency cost
projectionsis the steady growth in the total costs of the County’s legal and policy commitments, which by
FY 16 will sum to about $1.6 billion, or about one-third of all available resources. The calculation of these
commitments includes the costs of debt service, health insurance for active and retired employees,
retirement/pension benefits, and contributions to the OPEB trust, PAY GO, and County fund reserves.

OLO concludes that the County faces a structural budget problem. The steadily rising costs of the
County’s legal and policy commitments, many of which are resistant to change, are projected to exceed the
growth in anticipated revenues for the foreseeable future. The magnitude and recurring nature of these costs
means that one-time solutions are insufficient to resolve the problem. In order to achieve long-term fiscal
sustainability, the County must consider reforms that either raise more revenue or lower the projected cost
curves associated with ongoing government operations and future promises.

E. OPTIONS FOR LONG-TERM FISCAL BALANCE

OLO’s Part 1l report (scheduled for Council release on 12/7/10) will contain options for changes that could
help achieve long-term fiscal balance in the County. The report will consist of a series of issue papers on the
topics listed below. Part 11 will also contain some comparative information about reforms being considered by
other state and local governments, and a County Attorney’s opinion on the legal issues related to changing
employee pay and benefits.

e Saariesand wages e Workforce size
e Pension/retirement benefits e Operating expenses
¢ Health benefits for active employees o Debt
e Health benefitsfor retirees e Revenue
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County Demographic Indicators

Indicator 2001 2010 | % Change

Populatlon 866,000 966,000 +12%

i i .
Households 331,000 362,000 +9%

MCPS Enroliment 134,000 142,000 +7%*

*Includes the conversion of 4,501 half-time K students into full time students by FY10
or equivalent of 9,800 additional full-time students in FY10 compared to FY01.




County Economic Indicators

Indicator | 2001 2009 | % Change

lMechan Household $78,000 $94,000
ncome

% Residents Below

0 o o
IPoverty Level | 4.4% 6.8% +55%

487,600 510,000 +5%

$76 billion ! $162 billion +114%

Number of Jobs

Assessable Tax Base
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Data Sources: Agency Budget Documents

Expenditure, Revenue, Workyear Data:
* FY02-FY09, End of Year Actuals
 FY10, Latest Agency Estimates

* FY11, Approved

Tax Supported Expenditures

Increased 59% between FY02-FY11

$3,183
$2,918 .
- - =
1.k

Millions

$0
FY02 FY03 FY04 FYO5 FY06 FYO7 FY0B FY09 FY10 Fy11

FY02 Expenditures Adjusted for Inflation FY02 Expenditures Adjusted for Inflation & Population




Examples of New/Expanded Agency
Programs and Services

MCPS:
» Expansion of full-day kindergarten
* Reduction in class size
* Expansion of staff development programs

College:
* Increase in enroliment by 32%
* Opening of several new facilities

Examples of New/Expanded Agency
Programs and Services

[ [ofc}
« Addition of 80 police officers and 238 firefighters

 More resources for health and housing programs
* Expansion of Ride-On services by 14%

MNCPPC:
* Increase in park land by 12%
+ Creation of Legacy Open Space Program




Operating Budgets - All Tax Supported
MCPS and MCG account for 91% of all spending
FY02 FY11

MNCPPC i

College 3% College -
6% =l 6% il

Total = $2.3 billion ' -
Total = $3.4 billion

Operating Budgets — County Tax Revenue

MCPS and MCG account for 92% of all spending

FY02 FY11

MNCPPC

College 4%
4%

MNCPPC
College 4%
3% >

Total = $1.7 billion Total = $2.6 billion




FY11 Approved Tax Supported Operating Budgets

Personnel costs account for 82% of spending

Operating
Expenses
18%

Personnel

Costs
82%

Total = $3.4 billion 13

Personnel Costs

Increased 64% from FY02-FY11
$2,813 $2,828 $2.800

$2,697
$2,491
$2,282
$2,126
$1,986
$1,837
: I I

FYO6 FYO7 FY08 FY09 FY10 FY11 44

Millions

FY02 FY03 FY04 FYO05




Total Workyears

Rapid growth in mid-decade; decline in last two years

32,000
30,673 30525 30,302

30,060
30,000 29,400
28,876
28,224
28,000 27,647
26,702 26,951
26,000
24,000 -
22,000
20,000 +

FYO2 FY03 FY04 FY05 FY06 FYO7 FYO8 FYO9 FY10 FY11
15

Approved Workyears By Agency

MCPS accounts for almost two-thirds of all workyears

FY02 FY11

MNCPPC

MNCPPC 2
4% College
- 6%
College
5%

Total = 29,706 workyears Total = 32,438 workyears
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Average Cost Per Employee
Increased by 44% (College), 52% (MCPS), 59% (MCG) and 69% (MNCPPC)
MCG MCPS College MNCPPC

$120,000
$106,600
$100,000 $96,500
$86,600 $86,900

$80,000

s 967,000 $63,400 ST
' $51,300
$40,000
$20,000 I
50 -

FYo2 FY11 FY02 FY1 FYo02 FY11 FY02 FY1

State Benefits Local Benefits m Salaries and Waaes




Benefits as Percent of Salary by Agency

s MCG MCPS College MNCPPC

52%
50%

FY02 FY11 FY02 FY11 FY02 FY11 FY02 FY11
State Benefits as Percent of Salary Local Benefits as Percent of Salary 19

MCG Tax Supported Personnel Costs

Workyears

Retiree Enrollees

Salary Cost | $364m |

Total Benefit Cost* $119m |

Total Compensation | $483m

* No retiree group insurance trust fund (OPEB) contribution made in FY11.




MCG Tax Supported Benefit Costs

FY02 | FY11 |% Change

Active Employee |
Social Security $28m | $40m +43%
Group Insurance $36m $80m +120%
Retirement | $42m | $117m +181%

Retiree Group Insurance* $13m | $31m +131%

Total Benefits $119m | $268m

* Annual pay-as-you-go contribution only; no retiree group insurance trust fund
(OPEB) contribution made in FY11.

21

Distribution of MCG Benefit Costs
FY02 FY11

Retirement .
359% Retirement

44%

Group Insurance -
Retirees
1% Group Insurance - Retirees
12%

Total = $119 million Total = $268 million




MCG Benefits: Cost Drivers

Group Insurance
» National trends in health care costs

« Eligibility, cost share, and plan design

Retirement
« Salary increases
* Plan enhancements

« Distribution of workforce in defined benefit vs.
defined contribution plans

* Investment declines (market losses)

MCG Retirement Plans - FY11

Employees by Retirement County Costs by Retirement
Plan Plan

Total = 8,849 Employees Total =$117 million
‘Includes GRIP Participants
]

Note: Defined contribution refers to 401-k type plans and defined benefit refers to traditional pension plans | 24




FY02 - FY11 Personnel Costs Increases by
Retirement Plan

R [ = T . -
. I Defined Contribution Plan Defined Benefit Plan
Compensation 2 :
P | Participant (Social Worker |) Participant (Firefighter Il)
% % |

FYo2 | FY1 : FY02 FY11
| Increase Increase |

$36,960 |SE1,900 68% $35,360 | $62,450

Social Security $2,830 i $4,740 $2,710 $4,780

= = e

Group Insurance $4,650 | $10,040 | $4,650 !510,04[}

Retirement ' | $6,010 | $22,410

[ Total -' $48,730 | $99.680 | 105%

Benefits as % of

of
| Salary 38%

MCPS Tax Supported Personnel Costs

Workyears 17,064 | 19,439 |  +14%
Retiree Enrollees 5,310 7,488 +41%

Salary Cost $878m | $1,341m| +53%
Total Benefit Cost* | $183m | $420m +130%

Total Compensation $1,061m | $1,762m +66%

* No retiree group insurance trust fund (OPEB) contributions made in FY11,
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MCPS Tax Supported Benefit Costs
| FY02 | FY11 |% Change

Active Employee |

Social Security $66m | $99m +51%
Group Insurance $87m $216m +147%
Local Retirement Contribution | $16m $62m +287%
Retiree Group Insurance* | $14m $43m +198%

Total Local Benefits $183m | $420m | +130%
State Pension Contribution $63m $170m +168%

* Annual pay-as-you-go contribution only; no retiree group insurance trust fund (OPEB)
contribution made in FY11.

Distribution of MCPS Benefit Costs
FY02

FY11

Retirement

Grou 9
P 9% Group Insurance -
Insurance - Retirees

Retirees 10%
7% L

Total = $183 million Total = $420 million




FY11 Local Benefit Costs
Benefits equal 22% of agency spending

MCG & MCPS All Agencies
Active Employee

Social Security | $139,400,000 $153,700,000
Group Insurance $295,700,000 $314,600,000
Local Retirement Contribution | $179,500,000 $193,400,000

Retiree Group Insurance* $73,800,000 $77,000,000

TOTAL 1 $688,400,000 $738,700,000

* Annual pay-as-you-go contribution only
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Operating Budgets - All Tax Supported
Debt service is larger than either College or MNCPPC
FY02 FY11

College  MNCPPC o

6% 3%

Debt

Service | Service
% 7%
7

Total = $2.3 billion Total = $3.7 billion

FY11 GO Bond Debt Service

Schools and roads/storm drains account for 76% of debt service

Other
12%

Roads and
Storm Drains
25%

Total =$221 million 32
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Annual Debt Service, FY02-FY16
Projected to increase by 121% from FY02-FY16
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Revenue

* Tax supported revenue grew 59% between FY02
and FY11.

* Local taxes comprise about 80% of tax
supported revenue.

* Growth in revenue between FY02 and FY11:

« Property tax revenue - 66%
« Income tax revenue - 22%

= Other taxes - 157%

= Intergovernmental aid - 76%

Tax Supported Revenue - All Agencies
Increased 59% between FY02-FY11
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FY11 Tax Supported Revenue

Property and income taxes account for 67% of tax supported revenue

Program Property
Taxes

Fees
5% N 39%

Intergov't
Aid
16%
Income

Other Taxes Taxes
28%

12%
Total = $3.78 billion 37

Property Tax Revenue
County’s largest and most stable revenue source
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Income Tax Revenue

Volatile revenue source subject to the economy
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Energy/Other Tax Revenue

Energy tax revenue increased tenfold between FY02-FY11
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Intergovernmental Aid Tax Supported Revenue
Revenue increased by 76%; MCPS aid tripled
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Addendum A

Glossary of Terms

Actuary: A person qualified to calculate pension and insurance premiums, reserves, and
dividends using probabilities based on statistical records.

Assessable base: The value of al real and persona property in the County, excluding tax-
exempt property.

Core benefit: For MCPS employees who participate in the Maryland State Teacher$s Pension
System, the pension benefit provided by the State. For MCPS employees who do not participate
in the Maryland State Teachers’ Pension System, the pension benefit provided by MCPS
(excluding the supplemental benefit).

Cost of living adjustment (COLA): See “general wage adjustment.”

Cost share: The alocation of benefit costs (such as annual health insurance premiums) between
the employer and the employee.

Debt service: The annua payment of principal, interest, and issuance costs for bonded debt.

Defined benefit retirement plan: A type of retirement plan in which an employer pays
employees a specific benefit for life beginning at retirement. The amount of the benefit is known
in advance and is usually based on factors such as age, earnings, and years of service. A defined
benefit retirement plan is commonly referred to as a“pension.”

Defined contribution retirement plan: A retirement planin whichan employer annually
contributes a specified percent of an employe€s salary or a certain amount of money into a
retirement account. A 401(K) plan isatype of defined contribution plan

Employee benefit: Employee compensation (other than salary and wages) paid by an employer.
Employee benefits include employer contributions for Social Security, retirement, and group
insurance.

Employee Retirement System (ERS): Montgomery County Government’'s defined benefit
retirement plan. Most public safety employees and general government employees hired before
1994 participate in the ERS.

Fiscal Plan: A six year summary of projected tax supported revenue and agency expenditures.
On June 29, 2010, the Council approved the Tax Supported Fiscal Plan Summary for FY 11-16.

General obligation (GO) debt: Bonded debt backed by the full faith and credit of the County to
pay the scheduled retirement of principal and interest.

General wage adjustment. An increase to base salary granted to all employees on a specific
date, usually the beginning of a new fiscal year. All eligible employees receive the general wage
adjustment regardless of job performance. A general wage adjustment is a'so known as a“cost

of living adjustment (COLA).”
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Group insurance: Insurance that is purchased for a group (such as the employees of a
government or private company) usually at a reduced rate for the benefit of individual members
of the group. County agency group insurance offerings include health, prescription drug, dental,
vision, life, and long-term disability plans. County agencies offer group insurance benefits to
active and retired personnel.

Guaranteed Retirement Income Plan (GRIP): The retirement plan for which the County
Government guarantees a specific rate of return on contributions into employee retirement
accounts. Under this GRIP, the County Government currently guarantees an annualized return
of 7.25%.

Health maintenance organization (HMO): A health benefit plan that covers only services
provided by in-network physicians or specialists.

Hybrid retirement plan: A retirement plan that offers a combination of defined benefit and
defined contribution retirement plan features.

Increment; See “step increase.”

Non-tax supported resources. Agency resources generated from non-tax sources that are
earmarked for a specific purpose or use. Examples of non-tax supported resources include grant
funding and fees for service that must be used for a specific purpose (such as Permitting Services
and solid waste disposal fees). The Fiscal Plan excludes non tax supported revenue and
expenditures.

Operating expenses. Annual operating budget expenditures other than personnel costs.
Examples of operating expenses include expenditures for contractual support, utility payments,
facility and vehicle maintenance, office and program supplies, and technology. Operating
expenses exclude all expenditures funded through the capital budget.

Other post-employment benefits (OPEB): Benefits — other than pension benefits — that an
employer provides to its retired employees, including heathcare coverage, life insurance, and
deferred compensation. The Government Accountability Standards Board requires that public
sector employers report future OPEB liabilities during the period of active service for employees
and recognize unfunded OPEB costs as aliability.

Out-of -pocket costs: Health care charges that are not covered by an insurance plan.

PAYGO: “Pay As You Go” funding; capital project funding using current revenue rather than
debt.

Personnel costs: Expenditures for employee salaries, wages, and benefits.
Point of service (POS) plan: A hedth plan in which beneficiaries receive services from a

network of authorized providers. Beneficiaries have the option of accessing out-of-network
providers by paying additional out-of-pocket costs.
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Reserves. Accounts for funds that are not budgeted for expenditure in the current fiscal year.

Retirement Savings Plan (RSP): Montgomery County Governments defined contribution
retirement plan. Most non-public safety employees hired after 1994 participate in the RSP.

Revenue: All funds that the County receives, including tax payments, fees for specific services,
receipts from other governments, fines, forfeitures, shared revenues and interest income.

Step increase: An increase to base salary granted on a recurring basis. In general, to be eligible
for a step increase, an employee must have a salary below the maximum for their pay grade and
must meet minimum job performance requirements. Employees usually receive steps on the
anniversary of their original hire date. A step increaseis also known as an “increment.”

Supplemental benefit: For MCPS employees, a pension benefit provided by MCPS in addition
to the core benefit.

Tax supported resources. Agency resources generated from taxes and other sources of revenue
that are not earmarked for a specific purpose or use. Examples of tax supported resources
include tax revenues, State K-12 aid, and parking and library fines. The Fiscal Plan includes tax
supported revenue and expenditures but excludes non-tax supported revenue and expenditures.

Workyear: A standardized unit of measurement of personnel effort, similar to the term“full-
time equivalents.” For non-public safety employees of the County Government, a workyear
eguals 2,080 hours of service. For most MCPS employees (e.g., teachers), aworkyear refersto a
ten-month position.
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Montgomery County Demographic Data

Addendum B

This Addendum provides selected demographic, social, and economic data for Montgomery
County for 2001 and 2009. A summary of the content and source information is listed below.

Indicator

2001

2009

Demogr aphic

% Change

Source

Montgomery County Operating

Econ

omic

Population 866,000 | 957,760 | 1% | poud
% Under 18 Years Old 26.1% | 24.5% 6% | american Communities Survey,
% Over 65 Y ears of Age 11.0% | 12.3% 129 | Amenican Communities Survey,
Schools
MCPS Enrollment 134,180 | 139,282 4% | MCPs
% Students ESOL 71% | 12.6% 78% | MCPS
% Students FARMS 218% | 29.5% 36% | MCPS
% Students Specia Education 12.2% 12.3% 1% MCPS
% Households with Studentsin MCPS 23.8% 22.2%* -T% MCPS

Montgomery County Operating

CPl 100 124.9 25% | g
Median Household Income $75,871 | $93,895 24% | Amencan Communities Survey.
Number Jobs 487,600 | 510,000 5% | M-NCPPC
U.S. State Bureau of Labor
Unemployment Rate 3.1% 5.2% 68% Statistics
% People with Income Below Poverty Rate | 4.4% 6.8% 5596 | arroroon Communiies Survey,
Assessable Tax Base ($ Billions) $76 $162 113% | NO d”égtomery County Operating
Gross County Product ($ Billions) $35.7 $43.0 20% M-NCPPC
Housing

Total Households 307,600 | 358,605 9% | M-NCPPC
Median Value Owner Occupied Home $244,781| $450900|  88% | american Communities Survey,

. American Communities Survey,
Median Rent $960 | $1,429 ar | arene
*2008
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Addendum C

Achieving a Structurally Balanced
Budget in Montgomery County

Part One: Revenue and Expenditure
Trends

Report Addendum — Detailed Agency Slides

Montgomery County Government




MCG Tax Supported Expenditures

Despite FY09-FY11 decline, increased 54% since FY02

FY02' FY03 'FY04 FY05 FY06 FYO7 FY08 FY0S FY10 FY11
=l FY02 Expenditures Adjusted for Inflation: '~ FY02 Expenditures Adjasted for Inflation and Population

MCG Tax Supported Expenditures

Public safety accounted for 37% of spending in FY02 and 43% in FY11
FY02 FY11

All Other All Other

Depts. , Depts.
31% 30%

/o

/ / Y

Transportatioy Health Transportationy Health ',

13% .l'f and 12% ,.'r and :
/ [Human /' Human

Se{;;zes ,-’J Services

15%

Total = $753 million
Total = $1,175 million




FY11 MCG Tax Supported Expenditures

Personnel costs account for 68% of expenditures

Operating
Expenses
, 32%

Major Operating Expenses:

* Non-Competitive Contracts ($41m)
« Utilities ($37m)

* Ride-On Fuel / Maintenance ($33m) etal
« Self Insurance Fund ($31m) {3 AL

« Facility Leases / Rentals ($26m) ; T\ d2 Personnel
« Earned Income Tax Credit ($12m) £ s A ol Costs

« Police Car Fuel / Maintenance ($11m) g 68%

Total = $1,164 million

MCG Tax Supported Personnel Costs

Despite recent declines, increased 60% since FY02

FY02  FY03 FYo4 FY05 FY06 FY07 FY08 FYo9 FY10 FY11

=l FY02Costs Adjusted for Inflation. ~ —&— FY02 Costs Adjusted for Inflation and Population




MCG Tax Supported Workyears
Peaked in FY08; declined each of last three years
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MNCPPC Tax Supported Expenditures

Increased 45% from FY02-FY11

FY02 FY03 FY04 FY05 FY06 FYor FYD8 FY09 FY10 FYH

— Expenditures Adjusted for Infiation k- Expenditures Adjusted for Inflation and Population

FY11 MNCPPC Tax Supported Expenditures
Personnel costs account for 84% of expenditures

Operating
Expenses

Personnel
Costs
84%

Total = $92.7 million




MNCPPC Tax Supported Personnel Costs
Increased 42% between FY02-FY11
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Montgomery College

College Tax Supported Expenditures

Increased by 73% between FY02-FY11

Millions

FYO05 FY03 FY10

Y02 Expenditures Adjusted for Enroliment —f-FY02 Expenditures Adjusted for Enrollment and Inflation




FY11 College Tax Supported Revenue

County revenue accounts for nearly half of the College’s revenue

Other
State Aid 4%

14%

Tuition and
Fees
36%

County
Revenue
46%

Total = $215 million

College Tax Supported Expenditures

Personnel costs account for 79% of expenditures

Operating
Expenses
21%

Personnel
Costs
79%

Total =$215 million




College Tax Supported Personnel Costs
Increased 80% from FY02-FY11
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Increased 30% from FY02-FY11
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Montgomery County
Public Schools

County Funding for MCPS Tax Supported Budget
Increased 37% from FY02-FY11
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MCPS Tax Supported Budget

Increased 60% with County dollars up 37% and State aid up 189%
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County Share of MCPS Tax Supported Budget

With three-fold increase in unrestricted state aid, the County’s share
of tax supported budget has declined from 86% to 74%
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FY11 MCPS Tax Supported Budget

Personnel costs account for 91% of expenditures

Operating
Expenses
9%

Major Operating Expenses:

« Utilities ($44m)

+ Special education non-public
placements ($36m)

* Contractual services ($27m)

+ Supplies and materials ($21m)

Costs
91%

Total = $1.95 billion

MCPS Tax Supported Personnel Costs
Increased by 66% from FY02-FY11
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MCPS Tax Supported Workyears
Increased 14% from FY02-FY11
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Addendum D

Compar ative Data

Selected Revenue, Expenditure, and Personnel Cost Trends

Compiling and analyzing data across jurisdictions can be a valuable exercise that informs
discussions about how practices in different places compare to one another. Asatool,
benchmarking can be used effectively as part of the evaluation and decision-making process.

However, the limits to compiling and using comparative data also deserve recognition. For
starters, there is no national clearinghouse that compiles comprehensive, reliable, and consistent
local government budget data from jurisdictions across the country. Further, jurisdictions tend to
adopt different working definitions for similar terms, and the numerous caveats and footnotes that
accompany comparisons can themselves create confusion. Asaresult, even the most
conscientious comparative local government fiscal analysisis often ripe for criticism that it does
not present an “apples-to-apples’ comparison.

Recognizing the legitimate interest in comparative budget information (while also acknowledging
it may raise as many questions as it answers), this Addendum provides selected comparative data
on revenue, expenditure, and personnel cost trends. A summary of the content and source
information is listed below.

Note: In addition to the material contained in this Addendum, OLO’s Part 11 report (scheduled for
release on 12/7/10) will provide examples of changes being considered by state and local
gover nments across the country with respect to selected components of employee pay and benefits.

A. Average Salary and Benefit Cost Data (2001 and 2009), summarizes data compiled by the
federal Bureau of Economic Analysis on average salary, benefit costs, and benefits as a percent
of salary for three industry sectors: private sector; federal government (civilian), and state and
local government.

B. Expenditure and Revenue Data from Five Maryland Counties (FY 01 and FY09), provides
an excerpt of the expenditure and revenue data compiled by the State of Maryland’s
Department of Legislative Services for Montgomery County, Anne Arundel County, Baltimore
County, Howard County, and Prince George’s County.

C. Comparative Salary Data, contains excerpts from two documents that the Council receives
annually during operating budget worksessions:

e Datacompiled by the Council Staff Director on annual pay changes since FY 01 for County
agencies, other regional local governments and school systems, the State, and the Federal
Government. (The excerpt provided isfrom an April 12, 2010 MFP Committee packet.)

e Selected wage and salary comparability data compiled by the Office of Human Resources

as part of the annual Personnel Management Review. (The excerpt provided is from the
PMR published in April 2010.)
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A. Average Salary and Benefit Cost Data (2001 and 2009)

The two tables below provide data on average salary, average costs of benefit, and benefitsas a
percent for three industry sectors: private industry, federal government (civilian), and state & local
government. The tables are compiled from data collected by the federal governments Bureau of
Economic Analysis; 2009 is the most recent year for which data are available.

Average Salary and Cost of Benefits, 2001-2009

Sector Average Salary Aver age Benefits
Y ear 2001 2009 % Change 2001 2009 % Change
Private 0 0
Industry $39,647 $50,462 27% $7,379 $10,589 44%
Federal
Government $54,154 $81,258 50% $26,968 $41,791 55%
(civilian)
State and Local 0 0
Government $40,681 $53,056 30% $10,122 $16,857 67%

Benefits as Per cent of Salary by Industry

Benefits as Percent of Salary
Sector 2001 2009
Private Industry 19% 21%
ng_er_al Government 50% 51%
(civilian)
State and Local Government 25% 32%

Sour ce: Bureau of Economic Analysis, National Income and Product Accounts Table (NIPA). For
more information on the NIPA, see http://www.bea.gov/national/ni paweb/index.aspand the NIPA
Handbook for definitions of compensation included in this comparative data (located at same

URL).
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B. Expenditure and Revenue Data from Five Maryland Counties (FY 01 and FY09)

This section provides an excerpt of expenditure and revenue data from five Maryland counties
Anne Arundel, Baltimore, Howard, Montgomery, and Prince Georges. Specificaly, it provides
FY 01 and FY 09 data on:

Total Expenditures,

Per Capita Expenditures;
Total Revenues; and

e Per Capita Revenues.

All datafrom FY 09 come from the Maryland Department of Legislative Services “Local
Government Financesin Maryland Fiscal Y ear Ending June 30, 2009: Sixty-First Report to the
Governor and the General Assembly of Maryland”(hereafter DLS Report). The full report can be
accessed at http://mlis.state.md.us/2010rs/misc/L ocal GovernmentFinancesinM arylandFY 2009. pdf.
Datafor FY 01 come from an earlier version of the same report, “Local Government Financesin
Maryland Fiscal Y ear Ending June 30, 2005.”

Note: The budget data compiled by DL Sincludes ALL expenditure and revenue data for
each county, which means both tax supported and non-tax supported revenue are counted.

In order to summarize the data, OL O consolidated some expenditure and revenue categoriesin the
data tables as follows:

OLO Category Includesthe following [éepartm_ent of Legidative Services
ategories
Revenue
Local Taxes Property, Income, Other Local Taxes
Intergovernmental Federal Grants, State Grants, Other Intergovernmental Sources
Other Licenses and Permits, Service Charges, Fines and Forfeitures,
Miscellaneous, Debt Proceeds
Expenditures
Public Safety Police Protection, Fire Protection, Corrections, Other Public
Safety
Public Works Transportation, Sewer, Solid Waste, and Water, Other Public
Works
Health and Human Services Health, Social Services
Community Colleges, Parks, Recreation, and Culture, Libraries,
Other Natural Resources, Community Development and Public
Housing, Economic Development and Opportunity, Debt
Service, Intergovernmental, Miscellaneous
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1. Total Expenditures. FY0l and FY09

Montgomery County: Total Expenditures ($ Millions)

. . Health Primary/
Year General Public Public &Human Secondary Debt & Total
Government Safety Works - - Other
Services Education
Fyo1 $196 $355 $381 $180 $1,434 $747 $3,295
FY09 $349 $573 $627 $269 $2,396 $1,420 $5,634
% Change * 76% 61% 65% 50% 67% 90% 71%
Anne Arundel County: Total Expenditures ($ Millions)
. . Health Primary/
Year General Public Public &Human Secondary Debt & Total
Gover nment Safety Works . ) Other
Services Education
FYo1 $97 $158 $184 $55 $670 $195 $1,358
FY09 $124 $259 $231 $75 $1,079 $355 $2,122
% Change * 27% 64% 26% 37% 61% 82% 56%
Baltimor e County: Total Expenditures ($ Millions)
. . Health & Primary/
Yer | oot | ey | woke | Human | Seonday | TRER | To
y Services Education
Fyo1 $83 $222 $200 $52 $1,002 $427 $1,985
FY09 $129 $353 $326 $78 $1,439 $615 $2,940
% Change * 55% 59% 63% 51% 44% 44% 48%
Howard County: Total Expenditures ($ Millions)
. . Health & Primary/
Year General Public Public Human Secondary Debt & Total
Government Safety Works - - Other
Services Education
Fyo1 $65 $79 $97 $25 $416 $141 $823
FY09 $90 $164 $132 $39 $805 $287 $1,516
% Change * 37% 107% 36% 58% 94% 104% 84%
Prince George’s County: Total Expenditures ($ Millions)
. . Health & Primary/
Year General Public Public Human Secondary Debt & Total
Gover nment Safety Works : . Other
Services Education
Fyo1 $126 $235 $280 $69 $1,126 $500 $2,336
FY09 $216 $372 $422 $94 $1,936 $303 $3,843
% Change * 72% 58% 51% 36% 72%

61%

65%

* Calculates percentage change between FY 01 and FY 09
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2. Per Capita Expenditures: FYOl and FY09

Montgomery County: Per Capita Expenditures

. . Health & Primary/
Year General Public Public Human Secondary Debt & Total
Gover nment Safety Works . : Other
Services Education
Fyo1 $222 $398 $426 $201 $1,605 $836 $3,688
FY09 $359 $589 $646 $277 $2,466 $1,461 $5,799
% Change * 62% 48% 51% 38% 54% 75% 57%
Anne Arundel County: Per Capita Expenditures
. . Health & Primary/
Year General Public Public Human Secondary Debt & Total
Government Safety Works : : Other
Services Education
FYo1 $196 $317 $369 $110 $1,348 $392 $2,732
FY09 $237 $496 $442 $144 $2,070 $682 $4,071
% Change * 21% 56% 20% 31% 54% 74% 49%
Baltimore County: Per Capita Expenditures
. . Health & Primary/
Year General Public Public Human Secondary Debt & Total
Government Safety Works : : Other
Services Education
Fyo1 $109 $291 $262 $68 $1,314 $560 $2,604
FY09 $163 $447 $412 $99 $1,822 $779 $3,723
% Change * 50% 54% 57% 46% 39% 39% 43%
Howard County: Per Capita Expenditures
. . Health & Primary/
Year General Public Public Human Secondary Debt & Total
Government Safety Works : : Other
Services Education
FYo1 $256 $311 $379 $98 $1,630 $552 $3,224
FY09 $318 $583 $467 $140 $2,855 $1,017 $5,379
% Change * 24% 88% 23% 43% 75% 84% 67%
Prince George’s Per Capita Expenditures
. . Health & Primary/
Year General Public Public Human Secondary Debt & Total
Government Safety Works : : Other
Services Education
Fyo1 $154 $288 $344 $85 $1,381 $613 $2,866
FY09 $258 $446 $506 $113 $2,320 $962 $4,604
% Change * 68% 55% 47% 32% 68% 57% 61%

* Calculates percentage change between FY 01 and FY 09
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3. Total Revenue: in FY0l1l and FY09

M ontgomery County Revenues ($ Millions)

Total
begd veves I ntergover nmental Aid Ol el
FYO1 $1,844 $624 $1,036 $3,505
FY09 $3,018 $1,103 $1,420 $5,541
% Change * 64% 7% 37% 58%
Anne Arundel County Revenue ($ Millions)
Total
Local Taxes Inter governmental Aid Other Total
Fyo1 $693 $334 $338 $1,365
FY09 $1,010 $571 $482 $2,063
% Change * 46% 71% 43% 51%
Baltimor e County Revenue ($ Millions)
Total
L ocal Texes Intergover nmental Aid Other Total
FYo1 $1,084 $569 $382 $2,034
FY09 $1,525 $1,008 $365 $2,898
% Change * 41% 7% -4% 42%
Howard County Revenue ($ Millions)
Total
Local Taxes Inter governmental Aid Other Total
FYO1 $473 $182 $149 $805
FY09 $860 $385 $289 $1,534
% Change * 82% 111% 94% 91%
Prince Geor ge’s County Revenues ($ Millions)
Total
L ocal Taxes I ntergover nmental Aid Cties Ve
FYO1 $1,043 $831 $584 $2,457
FY09 $1,647 $1,487 $642 $3,776
% Change * 58% 79% 10% 54%

* Cal cul ates percentage change between FY 01 and FY 09




4. Per Capita Revenue:

FYO01 and FY09

Montgomery County: Per Capita Revenues

Total
Local Taxes Inter governmental Aid Other Total
FYo1 $2,065 $699 $1,160 $3,923
FYO09 $3,107 $1,135 $1,461 $5,703
% Change * 50% 62% 26% 45%
Anne Arundel County: Per Capita Revenues
Total
L] Vs I ntergover nmental Aid Sllicy e
FYo1 $1,394 $673 $680 $2,746
FY09 $1,939 $1,095 $925 $3,958
% Change * 39% 63% 36% 44%
Baltimor e County Per Capita Revenues
Total
s s I nter gover nmental Aid O Iraiel
Fyo1 $1,421 $747 $501 $2,668
FY09 $1,939 $1,095 $925 $3,958
% Change * 36% 71% -8% 48%
Howard County Per Capita Revenues
Total
L ocal Taxes I ntergover nmental Aid Other Total
Fyo1 $1,855 $715 $585 $3,155
FY09 $1,931 $1,276 $462 $3,669
% Change * 4% 78% -21% 16%
Prince George’s County Per Capita Revenue
Total
L ocal Texes I ntergover nmental Aid Other Total
FYo1 $1,280 $1,019 $716 $3,015
FY09 $1,974 $1,782 $769 $4,525
% Change * 54% 75% 7% 50%

* Calculates percentage change between FY 01 and FY 09
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C. Comparative Salary Data

The following pages are excerpts from two documents that the Council receives annually during
operating budget worksessions:

e Beginning on circle 53 is an excerpt from data compiled by the Council Staff Director on
annual pay changes since FY 01 for County agencies, other regional local governments
and school systems, the State, and the Federal Government. The excerpt provided is from
an April 12, 2010 MFP Committee packet.

e Beginning on circle 72 is selected wage and salary comparability data compiled by the

Office of Human Resources as part of the annual Personnel Management Review. The
excerpt provided is from the PMR published in April 2010.
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MEMORANDUM
April 12,2010

TO: Management and Fiscal Policy Committee

FROM: Stephen B. Farber, Council Staff Director S8

SUBJECT: Update of Pay Changes since FY01: Montgomery County and Bi-County Agencies,
Other Regional Local Governments and School Systems, the State, and the Federal
Government

The attached tables, prepared by Legislative Analyst Amanda Mihill, update the annual pay
changes since FY0! for the County and Bi-County agencies, other regional local governments and school
systems, the State, and the Federal Government. OLO developed the format in 1994. Data are updated

here for FY 11 recommended.
The tables place pay changes in four categories:

Increments (or step increases) provided to employees not at top of grade;
General wage adjustments (COLAs);

Lump-sum payments; and

Adjustments made to the top of salary ranges.

An index to the tables is on the next page. When reviewing the tables, please keep in mind the
following points about the format and content of the data provided:

1. For FYO01-10, the tables report the pay changes that were actually implemented.

2. A hyphen (-) indicates that there was no change to that component of pay in that year. A
blank space indicates that the information was not available. -

3. For the Montgomery County and Bi-County agencies, the tables include increment amounts
by bargaining unit. For units that have a variable as opposed to a fixed increment amount,
the table reports the weighted average received by employees that year unless otherwise
indicated.

4. For the non-Montgomery County jurisdictions, we have again attempted to provide more
specific information on increments or steps, despite the diverse approaches to providing
them. Where such information was not available, “Yes” indicates that increments were
provided; a hyphen indicates that increments were not provided.

5. For the non-Montgomery County jurisdictions, a notation under the title indicates whether
compensation is subject to collective bargaining.

Thanks are due once again this year to the budget and human resources staff of the five County
and Bi-County agencies and our neighboring jurisdictions for their contributions to this compilation of
data.

G:\Pay Changes'Compensation FY111Memo FY11.Doc
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Table Index Page

Montgomery County and Bi-County Agencies
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MEMORANDUM
November 23, 2010

TO: Nancy Floreen, Council President

T
FROM: Aron Trombkaf Senior Legislative Analyst, OLO
SUBJECT: Budget Spreadsheet

OLO Presentation on Achieving a Structurally Balanced Budget

As you requested, I have printed three scenarios from the budget spreadsheet we presented to the
Council today.

e Scenario One assumes a balanced budget in each year through FY16 but shows agency
spending on salaries and operating expenses decreasing in each on the next three fiscal years.

e Scenario Two shows the multi-year deficit that would occur if agency salary and operating
costs grow by one percent each year through FY16.

o Scenafio Three shows the multi-year deficit that would occur if agency salary and operating
costs grow by three percent each year through FY16.

As stated in the presentation today, the sources for all the data in the spreadsheets are the approved
Fiscal Plan, agency budget documents, and reports from agency actuaries.

Please let me know if you would like additional information.

¢: Councilmembers



BALANCE SHEET

Tax Supported Funds - Four Agencies Combined ($ millions)
Scenario One: Balanced Budget

FY11 FY12 FY13 FY14 FY15 FY16
Tax Revenue Fiscal Plan Estimate $3,821 | $3,902 | $3,921 | $4,062 | $4,252 $4,424
Debt Service $264 $295 $329 $356 $379 $396
Contribution to Reserves / Set Aside $141 $55 $49 $45 $61 $61
CIP Current Revenue / PAYGO $24 $73 $90 $114 $117 $96

Benefit Obligations

Group Insurance - Active & Retirees $394 $436 $474 $516 $561 $611
Retirement/Pension Plans $193 $209 $229 $250 $263 $264
OPEB Contributions $84 $103 $122 $140 $147
Pension Transfer (Senate Plan) $13 $41 $69 $70 $70
Agency Salaries and Operating Expenses $2,805 | $2,737 | $2,607 | $2,590 | $2,661 $2,780

Annual Change: -2.4% -4.7% -0.6% 2.7% 4.4%
BALANCE $0 $0 $0 $0 $0 $0

SIX-YEAR BALANCE $0




BALANCE SHEET
Tax Supported Funds - Four Agencies Combined ($ millions)
Scenario Two: 1% Annual Growth in Agency Salaries and Operating Expenses

FY11 FY12 FY13 FY14 FY15 FY16
Tax Revenue Fiscal Plan Estimate $3,821 | $3,902 | $3,921 $4,062 | $4,252 | $4,424
Debt Service $264 $295 $329 $356 $379 $396
Contribution to Reserves / Set Aside $141 $55 $49 $45 $61 $61
CIP Current Revenue / PAYGO $24 $73 $90 $114 $117 $96
Benefit Obligations
Group Insurance - Active & Retirees $394 $436 $474 $516 $561 $611
Retirement/Pension Plans $193 $209 $229 $250 $263 $264
OPEB Contributions $84 $103 $122 $140 $147
Pension Transfer (Senate Plan) $13 $41 $69 $70 $70
Agency Salaries and Operating Expenses $2,805 | $2,833 | $2,861 $2,890 $2,919 | $2,948
Annual Change: 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%
BALANCE $0 -$96 -$254 -$299 -$257 -$168

SIX-YEAR BALANCE -$1,075




BALANCE SHEET
Tax Supported Funds - Four Agencies Combined ($ millions)
Scenario Three: 3% Annual Growth in Agency Salaries and Operating Expenses

FY11 FY12 FY13 FY14 FY15 FY16
Tax Revenue Fiscal Plan Estimate $3,821 | $3,902 | $3,921 | $4,062 | $4,252 | $4,424
Debt Service $264 $295 $329 $356 $379 $396
Contribution to Reserves / Set Aside $141 $55 $49 $45 $61 $61
CIP Current Revenue / PAYGO $24 $73 $90 $114 $117 $96
Benefit Obligations
Group Insurance - Active & Retirees $394 $436 $474 $516 $561 $611
Retirement/Pension Plans $193 $209 $229 $250 $263 $264
OPEB Contributions $84 $103 $122 $140 $147
Pension Transfer (Senate Plan) $13 $41 $69 $70 $70
Agency Salaries and Operating Expenses $2,805 | $2,889 | $2,976 | $3,065 | $3,157 | $3,252
Annual Change: 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
BALANCE $0 -$152 -$368 -$475 -$495 -$472

SIX-YEAR BALANCE -$1,962
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