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Keywords: MCPS

Staff: Craig Howard, Deputy Director
Purpose: Review — straw vote expected

AGENDA ITEM #1

May 7, 2020
Worksession

SUBIJECT

e Montgomery County Public Schools FY21 Operating Budget (pages 1-3)
e Montgomery County Public Schools FY21 Capital Budget Follow-up: Technology Modernization

(page 4)

EXPECTED ATTENDEES

Shebra Evans, President, Board of Education
Dr. Jack Smith, Superintendent of Schools
Dr. Monifa McKnight, Deputy Superintendent of Schools
Essie McGuire, Associate Superintendent for Operations
Dan Marella, Acting Chief Financial Officer, MCPS

Nany Austin, Budget Manager, MCPS
Rich Harris, Montgomery County Office of Management and Budget

EXECUTIVE RECOMMENDATION

Non-Tax County
Total Tax Supported Supported Contribution
FY21 Board of Educati
Reque:;ar of baucation $2,804,696,498 | $2,607,060,833 | $197,635,665 | $1,795,964,954
Increase (Decrease] from FY20 $124121,725 |  $92.746,296 | $31,375429| $69,157,713
4.6% 3.7% 18.9% 4.0%
FY21 Executi
xecutive $2,795,508,595 | $2,603,672,930 | $191,835,665 | $1,792,577,051
Recommendation
Increase (Decrease] from FY20 $114,933,822 | $89358,393 | $25575429| $65,769,810
4.3% 3.6% 15.4% 3.8%

COUNCIL STAFF RECOMMENDATION — CONTINUITY OF SERVICES BUDGET

Non-Tax County
Total Tax Supported Supported Contribution

FY21 Council Staff $2,755,507,059 | $2,562,357,999 | $193,149,060 | $1,751,862,120
Recommendation
Increase (Decrease) from FY20 $74,932,286 $48,043,462 | $26,888,824 $25,054,879

2.8% 1.9% 16.2% 1.5%
Increase (Decrease) from CE (540,001,536) | ($41,314,931) $1,313,395| ($40,714,931)
FY21 Rec. (1.4%) (1.6%) 0.7% (2.3%)




EXECUTIVE RECOMMENDED ITEMS NOT INCLUDED IN CONTINUITY OF SERVICES

The Executive’s budget included $40.7 million in County funding above the required Maintenance
of Effort (MOE) level for MCPS. The Executive’s proposal includes a 3.18 cent “supplementary
school funding property tax” increase. This would result in revenues exceeding the inflation rate
threshold established in Section 305 of the County Charter.

CONTINUITY OF SERVICES FROM FY20

County contribution funded at the minimum Maintenance of Effort (MOE) level, which is an
increase of $25,054,879 from the FY20 County contribution based on enrollment increases.

The budget includes State Aid of $798.3 million, an increase of $38.4 million from FY20. Most of
the State Aid increase, $35.4 million, is from the Foundation program and $3.0 million is from the
Blueprint for Maryland’s Future legislation. In total, MCPS will receive $27.4 million in Blueprint
funding in FY21 ($11.5 million in direct State Aid that is accounted for in the tax supported fund,
and $15.9 million that is accounted for in the non-tax supported Grant Fund).

Non-tax supported funds increase by $26.9 million over FY20 and include two adjustments since
the Board’s request:

o A reduction of $5.8 million to reflect the updated school bus safety camera revenue
sharing agreement. This reduction was included in the Executive’s recommendation.

o Anetincrease of $1,313,395 for the Federal IDEA and Infants and Toddlers grants. MCPS
is requesting this adjustment based on updated grant award notices received after
publication of the Executive’s budget.

Tax supported funds include technical adjustments requested by MCOS to reduce non-local
revenue by $600,000 to reflect updated information since the Executive’s recommendation.

A continuity of services budget at MOE will require the Board of Education to make substantial
reductions and changes to its proposed FY21 budget. On April 30, the Board President and
Superintendent sent a letter to the Council President (©30) acknowledging the tremendous fiscal
uncertainty resulting from the COVID-19 global health pandemic, and outlining the following
MCPS commitments:

o Using funding to maintain the operational and instructional infrastructure of the school
system, maintaining the focus on excellence and equity as inherently interrelated
elements of a strong school system.

o Implementing systems to support the continued focus on re-entry and the norming of
school processes and to address the social emotional needs of students and staff
impacted post an unexpected worldwide health pandemic.

o Using local, state, and federal funds to create a Pre-K-12 learning recovery system that
could begin in early July if school buildings are open and available for students and
educators.

o Using local, state, and federal funds to create a technology infrastructure that ensures
that both digital tools and connectivity are available to each MCPS student as a part of
their enrollment in the school system.



OTHER INFORMATION

CARES Act. MCPS anticipates receiving approximately $23 million in Federal funding from the
CARES Act. As with the County Government’s CARES Act funding, MCPS is awaiting guidance on
when those funds will arrive, cost eligibility for reimbursement, etc.

FY20 Expenditures. MCPS is continuing to monitor actual changes to expenditures in FY20 due
to the closure of all school facilities, transitioning to remote learning, standing up a meal
distribution program, etc. MCPS’ most recent monthly financial report, presented to the Board
of Education on April 21, shows a projected year-end fund balance of $29.9 million - $4.9 million
higher than the $25.0 million included in the Board’s request for reappropriation in FY21.
However, this financial data is from February, prior to the onset of the COVID-19 pandemic.

Related County Support. The Executive’s recommended FY21 budget includes $325.3 million in
additional County support for the school system above the MCPS local appropriation. This
amount exceeds the FY21 recommended tax supported budgets of the largest County
departments. Support services include programs funded in the Department of Health and Human
Services budget (School Health Services, Linkages to Learning, etc.) and Police Department
(School Resource Officers and Crossing Guards). These costs may change slightly as part of the
Council’s continuity of services budget framework.

Additional FY21 County Support for MCPS Amount

Debt service on school construction $156.7 million
Pre-funding retiree health benefits $69.4 million
Support Services $86.1 million
Technology Modernization $13.2 million
Total $325.3 million

Revenue Summary. The table below shows the FY21 Board of Education Request, County
Executive Recommendation, and Council Staff Recommendation by funding source.

Source FY21 BOE Request FY21 CE Rec. FY21 Council Staff Rec.

S % S % S %
County 1,795,964,954 64.0% | 1,792,577,051 64.1% | 1,751,862,120 63.6%
Fund Balance 25,000,000 0.9% 25,000,000 0.9% 25,000,000 0.9%
State 798,279,622 28.5% 798,279,622 28.6% 798,259,622 29.0%
Federal 82,522,794  2.9% 82,522,794  3.0% 83,806,189  3.0%
Other Sources 14,431,204  0.5% 14,431,204  0.5% 13,881,204  0.5%
Enterprise Funds 86,728,149  3.1% 80,928,149  2.9% 80,928,149 2.9%
Special Funds 1,769,775  0.1% 1,769,775  0.1% 1,769,775  0.1%
Grand Total 2,804,696,498 100% | 2,795,508,595 100% | 2,755,507,059 100%
Tax-Supported Total | 2,607,060,833 2,603,672,930 2,562,357,999

Pay Adjustments. Last fall, the Board of Education entered into contract negotiations with its
employee bargaining units. As of the writing of this memorandum, the Board had not completed

negotiations with any of its bargaining units.
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CIP FOLLOW-UP: TECHNOLOGY MODERNIZATION

Each year, the Council reviews MCPS’ Technology Modernization CIP project during its operating
budget deliberations since the project is primarily funded by current revenue. The Executive’s
recommended FY21-FY26 CIP funds this project at the same level as requested by the Board as shown
in the table below. The Executive did shift funding sources in FY21, moving an additional $5.694
million from current revenue to recordation tax funding (©28).

Tech Mod Project GT'Z::Ir FY21 FY22 FY23 FY24 FY25 FY26

BOE Request and CE

. 154,037 | 25,284 25,143 26,746 26,664 25,000 25,000
Recommendation

However, the Executive also recommends a total of $4.616 million in total current revenue
reductions to the MCPS CIP ($3.62 million in FY21 and $1.0 million in FY22). Technology
Modernization is the only MCPS capital project with substantial current revenue funding, and as a
result would be the source of any reduction.

Council staff recommends the following actions in addressing the Executive’s current revenue
reductions:

1) Accept the $1.0 million in FY22 current revenue reductions. The Council will have the
opportunity to revisit this reduction as part of the FY22 budget process.

2) Assume $1.2 million in FY21 federal e-rate reimbursement to partially offset the Executive’s
reduction and lower the FY21 funding gap to $2.416 million. E-rate Federal reimbursement
funding is another resource for the Technology Modernization project that is appropriated
each year by the Council as a supplemental appropriation once the funding amount is known.
The FY20 e-rate reimbursement amount will be about $1.2 million, and the Board is
tentatively scheduled to act on a supplemental appropriation request on May 28. As in past
years, staff recommends that the Council assume that MCPS will receive $1.2 million in e-rate
reimbursement in FY21 and plan to appropriate that funding to Tech Mod.

3) To address the remaining $2.416 million in proposed FY21 reductions, consider the
following options:

e Reduce FY21 current revenue in the Tech Mod project by the full $2.416 million, which
would lower the total FY21 funding to $22.868 million.

e Restoring one-half of the funding cut ($1.2 million) for consideration during CIP
reconciliation. Given funding constraints, however, this will likely require reductions
to be taken elsewhere.

e In either scenario, return to this issue in early FY21 to consider a potential
supplemental appropriation once the Council and MCPS know more about the fiscal
situation, the status of MCPS facilities, and the plans for instruction during the 2020-
2021 school year.



This report contains:

County Executive FY21 Operating Budget Recommendation: MCPS ©1-7
Board of Education FY21 Operating Budget Request ©8-27
County Executive Recommended Technology Modernization PDF ©28-29
April 30, 2019 Letter from Board President and Superintendent to Council President ©30-31

Alternative format requests for people with disabilities. If you need assistance accessing this report
you may submit alternative format requests tothe ADA Compliance Manager. The ADA
Compliance Manager can also be reached at 240-777-6197 (TTY 240-777-6196) or at

adacompliance@montgomerycountymd.gov
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