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school and community environment, assist them in bolstering their academic
performance by easing socio-cultural challenges. ($1,615,926)

Parent Outreach

e Efforts to the support the academic success of ESOL students are enhanced by the
division’s multilingual parent outreach team. The ESOL parent outreach team works to
provide direct services to ELL families at schools with significant ESOL populations.
The team collaborates with the Department of Family and Community Partnerships to
ensure a consistent and collaborative approach to parent and family issues. The parent
outreach team minimizes linguistic and cultural barriers by using their multilingual skills
to support ELL parents in navigating the school system in support of their children’s
education. ($1,852,437)

Language Assistance Services

e The Language Assistance Services Unit (LASU) provides professional translation and
interpretation services in multiple langnages using various media to address the need to
communicate essential information to our rapidly growing linguistically diverse
community. The LASU also offers interpretation services for large-scale events in
schools and central offices, as well as school system-sponsored activities and community
forums. ($1,143,567)

Recent Accomplishments

Continued the revision of elementary and secondary ESOL curricula to ensure alignment to
the voluntary ESOL curriculum.

Schoeol Level Curriculum Projected Date of
Completion

Elementary Kindergarten ESOL Instructional Guide and English Y 2009
language proficiency assessments

Middle ESOL Level 3 Standards-based Instructional Guide FY 2009
County examinations for ESOL 2 and 3 FY 2009
Curriculum blueprints for ESOL Level 2 FY 2009

High ESOL Level 5 Standards-based Instructional Guide FY 2009
Curriculum blueprints for ESOL 3 and 4 FY 2009
Semester and final exams FY 2009

Developed additional ESOL curriculum documents in FY 2008 to support ESOL students in
the academic content areas. First, curriculum blueprints for the academic language class
were developed and piloted to assist beginning level ESOL students with learning language
and academic content in mathematics, social studies, and science. Curriculum blueprints also
were developed and piloted for older ESOL. students with limited or interrupted formal
education, to assist them with developing the language and content skills needed to access
mathematics and social studies content.

Developed and implemented the Students Engaged in Pathways to Achievement (SEPA)
program for older high school ESOL students with interrupted formal education at Wheaton
High School in FY 2008 and Albert Einstein High School in FY 2009. SEPA is a
career-focused English language development program that provides entry level career,

55



English, literacy, and numeracy skills to Spanish-speaking ESOL students. Specialized
curriculum for this program also was developed.

Provided ESOL counseling services on a regularly-scheduled basis to 60 priority schools,
resulting in 7,616 contacts to, and on behalf of, ESOL students from centrally-based ESOL
counselors in FY 2008.

Provided ESOL parent outreach services on a regularly-scheduled basis to 85 priority
schools, resulting in 8,407 contacts to, and on behalf of, ESOL families in FY 2008.

Rolled out the translation request system to MCPS offices and schools and translated more
than 796 documents consisting of 2,452 pages into 14 different languages to communicate
essential systemwide information relating to curriculum, instruction, health, and safety in
FY 2008.

Provided interpretation assistance at 7,771 meetings in FY 2008 in 48 languages.

Evidence of Student Achievement

Overall reading and mathematics MSA scores for the Jimited English proficiency (LEP)
subgroup have shown consistent improvement in the percentage of students performing at
proficient and advanced levels across all grades for the past five years (2004-2008), with the
gap between LEP and non-LEP students continuing to narrow.

High School Assessment (HSA) scores for the LEP subgroup in Algebra, Biology, and
Government have shown consistent improvement in the percentage of students passing for
five consecutive years (2004-2008). Additionally, the gap between LEP and non-LEP
students has continued to narrow for HSA scores in Algebra, Biology, Government, and
English.

For two consecutive years (2007-2008), ESOL students have exceeded AMAO in both
progress toward and attainment of proficiency in English (AMAO 1 and II, respectively) by
nearly 30 percentage points, as evidenced in the table below. This indicates that ESOL
students are learning the academic English needed for success in all curricular areas.

Year AMAOI AMAQI Difference AI?/;[SA;T?FH AMAQ IT Difference
MSDE Target MCPS o N MCPS ’
Target

2007 40 69.2 292 20 55.1 35.1
2008 48 77.2 29.2 30 69.1 39.1
2009 56 40

2010 64 50

2011 72 60
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Organizational Development

The Montgomery County Public Schools (MCPS) Strategic Plan, Our Call to Action: Pursuit of
Excellence, confirms the importance of professional development for all staff. Goal 4 of the
Strategic Plan is to “Create a Positive Work Environment in a Self-Renewing Organization.”
The first milestone under this goal states “All employees will be provided with high-quality
professional development opportunities to promote individual and organizational effectiveness.”
The Office of Organizational Development (OOD) is charged with the primary responsibility in
this critical work. The mission of OOD is to “develop all staff and improve the effectiveness of
the organization to ensure high achievement for every student.” This mission is also captured in
the OOD guiding statement: Student Learning Drives Our Work.

Major Functions

The work of the Office of Organizational Development can be divided into five critical areas that
are all essential in the pursuit of student achievement:
» Building the capacity of teachers
Building the capacity of administrators
Building the capacity of support professionals
Building the capacity of teams, schools, and offices
Promoting individual growth and advancement

Building the Capacity of Teachers

The foundational element in the success of our school system is a highly effective teacher in
every classroom. OOD works to realize this foundation by providing high-quality. job-
embedded professional development for the 11,000 teachers who work directly with our
students. This effort begins with New Educator Induction, a structured program that provides
supports and training for approximately 800 new teachers every year. The Consulting Teachers
(CT) Team based in OOD then provides one-on-one coaching and support to all new teachers.
During the past four years, consulting teachers have served 2,683 teachers, of which 272 were
identified as underperforming teachers and 2,411 were novice teachers. In the past four years, 31
teachers have been recommended for dismissal, 170 teachers have resigned, and 59 teachers
have been recommended for non-renewal by the PAR Panel.

One of the most important MCPS efforts to build teacher capacity is the presence of a full-time
staff development teacher (SDT) in every school. SDTs work with teams and individual teachers
to support instruction and provide professional development. SDTs meet with teams, teach
demonstration lessons, work with school administrators to build professional learning
communities, support the school improvement process, coach struggling teachers, and other
efforts that support professional development and student learning.
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The Curriculum Training and Development Team in OOD provides thousands of hours of
training and support to thousands of teachers every year, both in structured sessions at training
sites and through follow-up support in school buildings and classrooms. All new curriculum
rollout is supported by intensive professional development.

Studying Skillful Teaching classes that are taught by the members of the Skillful Teaching and
Leading Team provide teachers with research-based strategies and instruction. Through
successful completion of these 36-hour courses, teachers greatly enhance their instructional
quality, motivation of students, and intervention for struggling children.

Building the Capacity of Administrators

Research has shown that highly skilled administrators have a positive effect on student
achievement. MCPS has constructed a nationally-recognized model for developing school
leaders. During the 2007-2008 school year, 25 novice principals, including two principals new
to MCPS, and two principals new to a level were supported by consulting principals. Of these
principals, 23 of the 25 met standard in their performance appraisals (92 percent).

Building the Capacity of Support Professionals

MCPS has over 8,000 support professional employees who make a positive difference in student
learning through a variety of roles. Professional Growth Consultants (PGCs) in OOD provide
coaching and guidance to support professionals who have been identified as not meeting the
competencies outlined in the Supporting Services Professional Growth System.

Building the Capacity of Schools, Offices, and Teams

In order to reach strategic plan goals, it is very important for MCPS to support school and office
staff as they work in teams. Staff Development Specialists (SDS) in OOD provide several
critical functions, beginning with direct support of staft development teachers in the schools.

The Professional Learning Communities Institute (PLCI) provides ongoing training and support
for school leadership teams including administrators, teachers, support professionals, and
parents.

The Equity Training and Development Team works directly with schools and offices to promote
equity and close the achievement gap. The Equity Training and Development Team continues to
focus on: 1) building leadership staff capacity to lead for equity, 2) deepening capacity of QOD
staff to explicitly infuse equity content and processes into all professional development programs
and projects, and 3) providing direct services, consultation, and resources to support school-
based and central services study and dialogue about the impact of race and ethnicity on teaching
and learning.

The Technology Consulting Team works directly with principals, supervisors, teachers, and
support professionals to help staff maximize the use of technology resources to support system
goals. Critical work this year has included providing staff development for the Financial
Management System (FMS) and training to support Middle School Reform (21st century
classroom, Promethean boards, Performance Matters).
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The Staff Development Substitute Program provides schools with substitute days that allow time
for teachers and teams to engage in professional development, examine student work, analyze
data, and plan instruction.

Suppeort for Individual Growth and Advancement

MCPS supports individuals in their professional growth through providing tuition reimbursement
for advanced coursework, Continuing Professional Development (CPD) courses to help staff
build skills and certification, and multiple higher education partnerships that help staff members
to pursue advanced degrees and certification in areas that are critical to the system, including
special education, ESOL, mathematics, and science.

Focus on Organizational Changes

In order to meet the needs of MCPS staff and achieve strategic plan goals, OOD is realigning
resources in order to be more targeted, efficient, and innovative in providing support to clients.
OO0D plans to focus on job-embedded professional development to increase effectiveness and
reduce costs associated with tier 1 training.

Focus on Budget Changes

For FY 2010, OOD is reducing its budget and working to realign assignments and caseloads to
ensure that high quality professional development continues to be provided to all clients. In
addition, adjustments to the delivery systems for some professional development will create
savings in the areas of training stipends and other costs. OOD is actively exploring how to use
technology and online learning environments as a strategic tool in building the capacity of staff.

Recent Accomplishments

Middle School Reform — When implementing a major initiative like middle school reform,
professional development is a key component. OOD worked closely with other offices to plan,
design, and deliver training to the Phase I and Phase 1I Middle Schools. This included intensive
training for the schools’ leadership teams, curriculum content training in mathematics, reading,
ESOL, and special education strategies, technology training, and professional development for
teacher leaders, including math specialists and literacy coaches.

National Board Certified Teachers (NBCT) - With 363 National Board Certified teachers
overall, Montgomery County far surpasses all other counties in Maryland and ranks among the
top 20 school districts in the nation in the number of new and cumulative total of National Board
Certified educators.

APQC Award — In 2008, MCPS was recognized by the American Productivity and Quality
Council for exemplary work in supporting professional learning communities. The award names
MCPS a benchmark district and applauds our systematic approach to building the capacity of
staff. '
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Technology

Under the leadership of the chief technology officer, the office is responsible for all aspects of
Montgomery County Public Schools (MCPS) information technology systems and provides the
leadership for developing and implementing information technology initiatives that support the
Board of Education's strategic plan, with emphasis on integrating technology-based teaching and
learning in the classroom.

The office’s mission focuses on rigorously and consistently providing the highest quality
technology systems and services to support excellence in teaching and learning, facilitating
collaborative learning communities, and supporting operational effectiveness that enhances the
management of the business of education. The office continuously cultivates strategic
partnerships with vendors that focus on improving product and service pricing, quality, and on-
time delivery. Moreover, the office 1s committed to creating an organizational culture of respect,
based on the awareness and understanding of the impact of the office's work on the behavior and
decisions of others.

Major Functions

The Office of the Chief Technology Officer (OCTO) is comprised of three departments and two
divisions—the Department of Strategic Project Management and Planning leads the strategic
visioning and planning for the use of technology in MCPS based on quality and secure standards,
coordinates statewide educational technology efforts, and manages technology-related federal
programs; the Department of Information and Application Services provides expert
recommendations for the integration of state-of-the-art technology into student and
administrative practices and support services; the Department of Infrastructure and Operations
manages the technical enterprise configurations for information systems and provides the
operational support for administrative data and reports; and the two divisions provide technology
support and innovative project management, research and development, strategic planning for
technology refreshment, coordination of statewide educational technology cfforts, and
management of technology related federal programs.

OCTO supports instruction and student achievement by designing and developing innovative
approaches and strategic technologies in support of Our Call To Action: Pursuit of Excellence,
the strategic plan for MCPS, the Maryland Educational Technology Plan for the New
Millennium: 2007-2012, and No Child Left Behind Act of 2001 (NCLB). These technology
systems are developed with an explicit commitment to customer satisfaction, the delivery of
high-quality products and services, and support that is responsive to the needs of the MCPS user
community.
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The Department of Strategic Project Management and Planning oversees the use of effective
project management and quality assurance processes and tools for OCTO providing leadership,
collaboration, and coordination to ensure that information technology projects and systems are
developed and implemented based on MCPS end user and reporting requirements and are
consistent with industry-standard project management, quality assurance, and information
technology security processes and practices. Staff in this department works with project
managers in each OCTO department and division to share and implement project management
practices that lead to successful results.

Staff in the Department of Information and Application Services works to support student and
business technologies by providing leadership, collaboration, and coordination to ensure that
information technology systems are developed and implemented, based on MCPS end user and
reporting requirements consistent with quality assurance, information security, and systems
engineering best practices.

The Department of Infrastructure and Operations manages the enterprise-wide technical systems
and facilitates the implementation of effective, secure, and reliable hardware and software
solutions for the entire school system. Staff in the department works to provide operational
support for administrative data and reports.

The OCTO divisions providing technology support and modernization facilitate the effective use
of technology as an everyday tool within MCPS for the benefit of all users including students,
teachers, parents, staff, and the local and worldwide learning community. The responsibilities of
these divisions are closely aligned with the Technology Modernization (Tech Mod) project
funded through the Capital Improvement Program that refreshes technology in schools and
offices. The Division of Technology Support provides on-site technical support to staff in
schools and offices, Help Desk services, and customer relationship management. The Division
of Technology Innovation oversees field installation and project management, research and
development. strategic and tactical planning of the capital project for technology refreshment,
coordination of statewide educational technology efforts, and management of technology related
federal programs. This division also manages the Title II-D Educational Technology grant,
which supports the innovative use of technology in classroom instruction and student learning,
such as Middle School Reform technology, technology magnet programs, and professional
development for information technology system support employees. This division continuously
cultivates strategic partnerships with vendors that focus on improving product and service prices,
quality, and on-time delivery.

Focus on Organizational Changes

The OCTO has continued to reform and realign structures and resources to effectively support
the school system’s priorities and efficiently address the needs of customers. Furthermore, the
organizational changes reduce management reporting layers and are supported by the ongoing
efforts to:

e Transform the organizational culture

* Redefine and adopt a customer engagement and relationship model and process

¢ Provide strategic leadership for all technology initiatives being implemented throughout

the school system
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¢ Develop a next generation information technology workforce by building staff capacity.

e Strengthen operational coherence and risk management through active stakeholder
governance

e Provide technology solutions that facilitate the development of collaborative teaching and
learning communities (Web 2.0 framework)

Recent Accomplishments

e Focused on continued support of improved project management practices through
improving collaboration and listening and learning from stakeholders.

e Focused on expanding the ability to meet increasing customer requests accurately and in
a timely manner to continuously increase the quality of services provided to all MCPS
technology users.

e Initiated new processes to manage the increasing number of vendors offering technology
products and services and to ensure timely and cost effective delivery of services. Office
staff supported the procurement of technology equipment, software, and services funded
through the $18.8 million Tech Mod program and completed the federal application
processes for E-Rate telecommunication rebates totaling approximately $1.8 million for
FY 2008. Additionally, another major accomplishment of the office was negotiating a
settlement of $204,554 in credits for over-billed telecommunication services.

e Migrated several major systems from the legacy mainframe equipment onto newly
designed systems (student systems, financial management, budget, accounting, and
procurement) to eliminate the costs of maintaining the legacy equipment and software.
Migration of the remaining printing and other batch programs from the mainframe to
more up-to-date platforms allowed us to remove the aging and out-of-date mainframe
system.

¢ Continued MCPS wide-area network (WAN) to carry additional Internet provider (IP)
services throughout MCPS with the addition of IP-based building-wide security cameras
in 12 secondary schools, 39 visitor-management systems in elementary and middle
schools, and building access control in 26 elementary schools in FY 2009. The
information provided by these systems traverses the MCPS local-area network
(LAN)/WAN providing critical information to both MCPS safety and security staff and
the Montgomery County Police.

e Upgraded databases for student systems applications, the myMCPS portal and the human
resources system to the latest and most efficient versions that allow for faster access to
data for students and staff. The implementation of the first phase and prototype of the
enterprise portal, myMCPS, provided access to reports and instructional applications,
including the High School Assessment Bridge Plan for Academic Validation, Curriculum
Archive, Professional Development Online (PDO), MCPS news and emergency
notifications. ~ Within myMCPS, the Next Generation Data Warehouse provides
dashboards for the strategic target data points for school administrators and staff.
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Expanded the Elementary School Online Achievement and Reporting System (ES
OARS) to include 24 selected schools for Grades I through 3. ES OARS has been
updated allowing teachers to use newly established measurement topics for grading and
reporting. Grading and reporting data collected in ES OARS are interfaced with the
Online Administrative Student Information System (OASIS) to produce new standards-
based report cards based on measurement topics. As part of the Secondary OARS
project, a pilot has been conducted with the Edison Center to accommodate grade
collection and reporting for students with dual enrollment.

Implemented the Applicant Tracking System (ATS) to enable the electronic handling of
MCPS recruitment needs from posting positions to hiring. ATS serves both internal and
external applicants. This system provides for efficiency and is fully compliant with the
Office of Federal Contract Compliance Programs, Uniform Guidelines on Employee
Selection Procedures, and Equal Employment Opportunity guidelines. ATS integrates
with the HRIS) and Fortis Document Management System.

Opened 102,760 requests for services and support in the Unicenter Service Desk issue
tracking system by MCPS staff in schools and offices as compared to 101,426 FY 2008.

Provided for the refreshment of technology in 45 schools, installing 9,341 computers and
related systems in 10 high schools, 12 middle schools, 20 elementary schools, and 3
special schools through the Technology Modernization project.  Supported the
installation of technology for ten schools with additions. Because of the demand for a
lower student to computer ratio and funding that remains at a 5:1 student to computer
refreshment ratio, a program for upgrading older computers was initiated for Tech Mod
schools with specific program needs. Under this upgrade program, 2,007 computers were
removed from schools and offices, sent to the Tech Mod Recycle Center to be upgraded
and re-imaged, then reinstalled in schools for student programs such as Fastt Math and
Read 180. To address the digital divide, 5,763 computers were donated to local
community centers and programs. All remaining old computers taken out of schools and
offices are sold to an asset recovery firm to avoid disposal fees of $10 per unit.

Applied for and received funding to lead a competitive grant under Title II-D—
Enhancing Education Through Technology under NCLB. This grant funds a state-wide
consortium for developing lessons and professional development to support student and
teacher technology literacy. Office staff funded through the Title II-D Educational
Technology participated in the implementation of the critical-thinking framework in
seven schools participating in a partnership program with Promethean.
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New Schools

The Montgomery County Public Schools (MCPS) FY 2010 Operating Budget will
increase by a net of $1,580,398, reflecting the effects of opening new schools. Below are
details of the reasons for the decrease.

¢ The budgetary impact of new schools is a result of the combination of positions
added to a school because of the school building itself and one-time start-up costs.

e Costs associated with the opening of new schools rather than enroliment growth
include building administrators, reading teachers, staff development teachers,
building service workers, secretaries, and other positions. New school costs also
include utilities, media and instructional materials, custodial supplies, equipment,
food services, and other non-personnel costs.

e One-time costs come out of the budget-in the year after the building opens or a
grade is added. As a result, the incremental impact of new schools in any single
year may be either an increase or decrease.

e In FY 2010, one new school will open, Clarksburg Elementary School #8. The
final one-time costs relative to the opening of Arcola Elementary School will cease
after FY 2009, resulting in a partial decrease in new schools costs.

e The increase of costs related to the opening of Clarksburg Elementary School #8

totals 15.575 positions and $1,733,019. The decrease in one-time costs related to
Arcola Elementary School is $152.,621.
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Continuing Salaries

Continuing salaries and related employee benefits will increase the FY 2010 Operating
Budget by $19,581,812. Continuing salary costs are tied to the negotiated agreements.
They include annual salary increments for eligible employees, adjusted by savings for
expected employee lapse and tumover. Employee pay is based on salary schedules,
published as part of the operating budget, for each pay grade and step. As employees
increase their experience, they reach higher steps on the salary schedule. In addition,
teacher salaries depend on educational levels. Salaries for supporting services employees
depend on the number of hours worked in additton to their years of service.

Continuing Salaries

Changes in employee salaries are determined by negotiated agreements with four
employee organizations:

71 Montgomery County Education Association (MCEA) representing teachers and other
professional employees

71 SEIU Local 500 representing supporting services employees

3 Montgomery County Association of Administrative and Supervisory Personnel
(MCAASP) representing administrators and supervisory employees

! Montgomery County Business and Operations Administrators (MCBOA) representing
non-certificated supervisory employees

Employees receive continuing salary increases related to seniority (steps and longevity).
Increases include scheduled annual increments for employees with satisfactory service
who are still progressing along salary schedules and for teachers who accumulate
sufficient graduate credits to move to a higher salary schedule lane.

Included in net continuing salary costs is lapse (savings resulting from short-term
vacancies) and turnover (savings from replacing a senior employee with a lower-paid
junior employee) savings based on historical experience.

The total budget increase for continuing salary costs and related benefits of $19.6 million
includes $12.6 million for MCEA, $7.6 million for SEIU Local 500, $0.2 million for
MCBOA, offset by a reduction of $0.8 million for MCAASP.

Continuing salaries increase the total budget by 0.9 percent and the budget for salaries and
wages by 1.2 percent.
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Budgeted salary costs for FY 2010 assume that all new employees will be hired at the
budgeted new-hire rate for their position, including BA4 for regular education teachers
and BAG for special education teachers.
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Employee Benefits

The Montgomery County Public Schools (MCPS) FY 2010 Operating Budget includes
$456.6 million to provide employee benefits (21 percent of the total operating budget).
This is an increase of $28.2 million (6.6 percent). Health and life insurance coverage for
current active and retired employees and their families are provided through the Employee
Benefit Plan (EBP). Other employee benefits include retirement, social security (FICA),
worker’s compensation and other self-insurance, and tuition reimbursement. The budget
does not include any increase of the $18.2 million to pre-fund retiree health benefits
(OPEB). See a separate section on OPEB.

Health and Life Insurance

MCPS works with a consultant firm, Aon Consulting, one of the leading firms in
the nation with expertise in employee benefit plan administration. Aon studies
both national trends and actual MCPS experience to develop projections of future
costs. These projections have been very close to actual results for the last several
years.

Joint negotiations with employee unions have resulted in as series of health care
plan design changes, including higher co-pays for some plans, changes in
pharmaceutical access, and new plan administration.  Changes in plan
administration resulting from rebidding EBP contracts in FY 2008 have saved $4.8
million in FY 2009.

The projected budget increase assumes a 7.1 percent cost increase trend in
FY 2010. This rate is higher than the expected rate of inflation, and significantly
higher than i previous years. The projection reflects the net of inflationary cost
increases and the positive effects of cost containment initiatives and cooperation
with other county agencies, including rebidding contracts with third party
administrators. It i1s anticipated that the projected cost increase generated by the
7.1 percent trend will be partially offset by cost reductions related to the serious
economic conditions. In addition to implementing additional efficiencies, the
MCPS budget has included the impact of a reduction in the number of new retirees
in FY 2010 and the overall impact an economic contraction has on the ability to
pass on higher costs for employee health benefits.

The budget for health and life insurance for active employees will rise by

$24,803,080. Active employees pay an average of 10 percent of plan expenses,
although this varies by plan.
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e The budget for retiree health care costs will decrease by $586,024. Reductions in
the FY 2010 number of new retirees due to the economic situation and the
expected reimbursement increases for Medicare Part D prescription drug costs by
$180,000 are responsible for this decrease. The retirees now pay 36 percent of
plan costs.

Other Employee Benefits

The cost of other employee benefits is expected to increase by a net of $4.0 million in
FY 2010.

e The cost for current retirement programs will increase by $1.2 million based on
4.53 percent of salary. Lower investment returns in the retirement fund have not
yet been fully realized, but it was deemed prudent not to lower the 4.53 percent
rate because of expected actuarial losses in future years based on poorer
mvestment returns. A policy of five-year smoothing of investment gains and losses
will result in the gradual recognition of significant losses and a consequent
increase in the percentage of salary used to calculate retirement contributions. As a
result of these anticipated actuarial losses, long-term concerns remain about the
funded status of the retirement plan.

¢ Due to increases in salary costs, contributions to social security are projected to
increase by $1.2 million. Other budget changes related to employee benefits
include an increase of $1.8 million in self-insurance costs for worker’s
compensation. Partially offsetting these increases is a decrease of $100,579 for
tuition reimbursement as more employees take courses to maintain certification
and increase job skills and a net decrease of $56,000 for other benefits.

e The operating budget does not include an increase in the $18.2 million for the third
year of an eight-year phase-in of payments required for the Retiree Health Trust
Fund for Other Post-Employment Benefits (OPEB). The current economic
situation precludes any increase in OPEB contributions at this time.
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Funding Retiree Benefits - OPEB

The Montgomery County Public Schools (MCPS) FY 2010 Operating Budget includes
$18.2 million to continue pre-funding of Other Post-Employment health and life
insurance Benefits (OPEB) for retired employees made necessary by the rulings of the
Government Accounting Standards Board (GASB). This pre-funding is necessary to
assure retired and active employees that future retiree health insurance costs will be
fully funded, and to protect the County’s AAA bond rating.

GASB defines what are considered to be Generally Accepted Accounting
Principles (GAAP) for governmental entities, including public school districts.
GASB statements 43 and 45 related to disclosure of liabilities for Other Post-
Employment Benefits (OPEB).

OPEB include retiree medical, dental, life insurance, and other benefits not
covered by a pension plan.

MCPS has taken action to limit its liabilities under the new rulings. With the
cooperation of retiree representatives, the Board of Education adjusted the share of
health and life insurance benefit payments made by retirees to 36 percent of total
costs with MCPS responsible for 64 percent.

Plan sponsors such as MCPS, began to comply with the new rulings beginning in
FY 2008. They must determine through an actuarial study and disclose in
financial reports OPEB liabilities as they are incurred. MCPS commissioned its
pension actuary, Mercer, to conduct the required actuarial analysis.

The new approach differs from current practice that permits employers to pay for
such benefits on a “pay as you go” basis. Until 1978, MCPS pre-funded retiree
msurance benefits. This fund was finally exhausted in FY 2003. Since then, the
Operating Budget has paid the full cost of retiree benefits.

Although GASB does not require government bodies to pre-fund OPEB
obligations, bond rating agencies expect large governmental entities with favorable
bond ratings to phase-in OPEB funding over a period of years, with a plan to
achieve full funding of the labilities. As a result, all County funded agencies have
decided to phase-in required pre-funding over eight years. FY 2010 is the third
year of the phase-n period. MCPS has established a trust fund to hold and invest
employer contributions. Investment earnings of the trust fund will reduce the
ultimate cost to the operating budget.

69



The FY 2010 budget includes continued funding of $18.2 million in contributions
for the third year of the eight-year phase-in period. The adverse economic
situation and budget shortfalls make it necessary to defer an increase in OPEB
funding.  As economic conditions improve, MCPS will make additional
contributions to achieve the complete phase-in of required payments within eight
years based on actuarial recommendations. This will enable MCPS to achieve full
funding of anticipated OPEB obligations.
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Inflation and Other Cost Changes

Miscellaneous changes and cost increases resulting from inflation to maintain the same
level of services increase the Montgomery County Public Schools (MCPS) FY 2010
Operating Budget by $9.4 million (0.5 percent of the budget). Below are details of the
reasons for the increase.

e Cost increases resulting from inflation and miscellaneous factors total $9,440,262,

e After a period of price stability, inflation in the Washington metropolitan area is at
5.5 percent. Inflationary increases are calculated for most budgeted items other
than salaries, and increases for major items that have specific rates different from
general inflation rates are calculated separately. These include such items as
utilities, diesel fuel, bus parts, tuition costs for students with disabilities who are in
private placements, textbooks, and instructional materials.

o Inflation for instructional and other supplies and materials is $1,809,571, based on
the 6 percent inflation rate for textbooks and other instructional materials.
However, the budget includes a reduction of the entire increase. A total of $8.5
million is budgeted for textbooks.

o Utilities increases resulting from higher costs of electricity and water and sewer
charges total a net of $3,680,533. Estimated savings from rebidding electricity
contracts and energy conservation measures of $1 million limit the increase in
utilities costs.

e Higher costs resulting from expected rate increases and catching up for past
increases for non-public placement for special education students are $1,048,623.
Other inflationary and miscellaneous increases in special education are a net total
of $781,000, including $250,000 for critical paracducator support, $215,000 to pay
for increased costs for nursing services, $185,000 for substitute costs, $90,000 for
contractual services, $59,000 for local travel costs, and $45,000 for other
expenditure needs. These increases are offset by a net decrease of $63,000
resulting from the expected transfer of 36 pre-school students with autism from
non-public to public school programs.

o Higher costs for bus replacement and other transportation costs totaling
$1,570,424.

e Costs for plant operations, maintenance, will increase by $200,000 for contractual
maintenance vehicle operations and maintenance supplies.
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Operating Budget Process

The operating budget process provides the Board of Education and the superintendent of
schools with the opportunity to align the operating budget with the Montgomery County
Public Schools’ strategic plan, communicate its goals to the public, and secure approval of
the operating budget by the county executive and the County Council. Below is a brief
summary of the operating budget process.

Community Forums — The Board of Education convenes community forums
annually in September and October to review implementation of the MCPS
strategic plan, assess progress on detailed multi-year strategies and initiatives
implemented through the operating budget, and gather public input at the forums
or through the MCPS web site. Recently, community forums have been “open
mike” sessions that have included testimony from parents, students, and
community leaders. Individual offices and departments also gather community
input, for example, the Special Education Staffing Plan Committee.

Same Services Budget Development — Most of the budget is developed through a
“zero-based” process that applies staffing and other funding formulas approved by
the Board of Education using updated enrollment forecasts and other school-based
data. Departments have an opportunity to realign existing resources to higher
priority needs based on the system and unit strategic plans. The budget
development process also accounts for inflationary increases in the cost of goods
and services required by the school system.

Program Initiatives and Reductions — Improvements in new or expanded programs
are proposed by individual offices or by other stakeholders. These changes are
tied to the goals of the strategic plan. In November, with the advice and counsel of
other decision makers, formally and informally, the superintendent of schools
determines which programs he will recommend and how much he will request for
each new or expanded program initiative. In FY 2010, fiscal constraints prevent
implementation of new or expanded program initiatives, but most existing
improvement initiatives will remain in place. Based on targets provided to
individual offices, the superintendent also recommends reductions in base budget
programs.

Budget Presentation and Publication—In December, the superintendent of schools
presents his recommendations to the Board of Education. The Superintendent’s
Recommended Operating Budget, often called the management budget, shows
budget resources by office, department and other units. The Program Budget
includes references to the units that carry out each program. The management
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budget describes in detail the work of each unit, shows all budget changes, and
includes performances measures for each operating unit. The management budget
also includes a glossary of budget terms, an index of all items, and a section
describing how to understand the budget. The Budget in Brief describes highlights
of the recommended operating budget for the general public. Budget publications
are all posted to the MCPS Web site.

Board of Education Public Hearings and Worksessions — In January, the Board of
Education holds two public hearings. Testimony is received from PTA cluster
representatives and other interested citizens regarding the superintendent’s
recommendations. Following the hearings, the Board holds two worksessions to
ask specific questions about the budget and explore potential amendments.
Recently, the Board has reviewed the budget programmatically. The Board has
identified budget issues related to its seven academic priorities and reviewed the
budget according to those priorities rather than chapter by chapter. The Board may
increasingly use the Program Budget to organize its work sessions on the operating
budget.

Budget Amendment and Adoption— At the all-day meeting in February, the Board
formally considers the superintendent’s operating budget, often as amended to take
into account updated enrollment and other information. Board members propose
and dispose of suggested amendments and adopt the Operating Budget Request as
amended. On March 1, the budget is formally transmitted to the county executive
and the County Council. The county executive issues his recommended budget
on March 15.

Spending Affordability process— In February, the County Council adopts spending
affordability guidelines (SAG) for the county, including possible property tax rates
and allocations of resources to each agency. The SAG guidelines take into account
actions by the state legislature that may affect available revenue.

County Council review— In April, the County Council holds a series of public
hearings that include considerable testimony on the MCPS budget. The County
Council Education Committee reviews the MCPS request and the county
executive’s recommendation during worksessions in April and May. The full
Council approves a budget for MCPS including totals for each state category by
the end of May. The Board of Education determines the final approved budget
using state category totals approved by the Council at its June day meeting. The
budget takes effect on July 1.
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Public Engagement and the Operating Budget

The Montgomery County Board of Education has strengthened public engagement in the
development of the MCPS Operating Budget. -MCPS has implemented new methods to
expand public participation. Feedback received from this process has influenced the
proposals included in the FY 2010 Operating Budget. Below are details of the public
engagement process.

For the past five years, the Board of Education has held public community forums
in the fall to provide feedback on the progress of the MCPS strategic plan and how
the budget can be better aligned with the strategic goals of the school system.

On September 18 and October 16, 2008, the Board held “open mike” public
community forums at Watkins Mill High School and Albert Einstein High School
respectively at which a total of 56 individuals testified.

Of the 56 individuals who testified, 27 were parents, 15 were community
members, 12 were students, and 2 were statf members.

In addition to the forums, the Board of Education and MCPS staff continue to
recelve feedback via letters, e-mails, on-line survey, and phone calls. Also,
postage-paid feedback cards in six languages were distributed at the forums and to
all schools, MCPS offices, and parent and community organizations. Ninety
respondents commented on more than 200 different topics using the on-line survey
and feedback cards.

Following are the main themes that were addressed by individuals providing
testimony and responding to the on-line survey and feedback cards:

e small class sizes;

curriculum and instruction;

special education and ESOL;

facilities improvement;

academuic interventions.

The Recommended FY 2010 Operating Budget reflects community feedback by
retaining valuable initiatives strongly supported through the public engagement
process, including:

e Reduced class size at all school levels

e Minimizing reductions in the areas of maintenance and building operations

¢ Maintaining hours-based staffing for special education at 16 middle schools

e Continuing accelerated programs, including the Poolesville High School
magnet program

74



Montgomery County Public Schools
FY 2010 OPERATING BUDGET

Budget Transparency

The Montgomery County Public Schools publishes and posts on its Web site a variety of
publications that involve different ways of looking at the operating budget. Together,
these documents enable citizens to understand how MCPS resources are used and what 1s
recommended in the operating budget. MCPS is continually trying to improve the
transparency of these budget documents. Below are details of the information available
on the MCPS Operating Budget.

e Call to Action: Pursuit of Excellence — The MCPS strategic plan, approved by the
Board of Education, includes detailed multi-year strategies and initiatives
implemented through the operating budget.

e Program Budget —~ The Program Budget summarizes the operating budget in more
than 100 major programs across departments and offices. This year, the Program
Budget references strategies and initiatives in the strategic plan and ensures that all
strategies and initiatives are identified by program. The Program Budget should
increasingly become a principal vehicle for making resource allocation decisions.

o  Recommended Operating Budget —The Superintendent’s Recommended Operating
Budget, often called the management budget, shows budget resources by office,
department and other units. ‘The Program Budget includes references to the units
that carry out each program. The management budget describes in detail the work
of each unit, shows all budget changes, and includes performances measures for
each operating unit. The management budget also includes a glossary of budget
terms, an index of all items, and a section describing how to understand the
budget.

e Budget in Brief—The Budget in Brief describes major budget issues in brief as an
introduction to the operating budget. It includes details of proposals included in
the recommended budget. It also includes important summary statistical
information about the operating budget.

e Personnel Complement — The Personnel Complement includes a detailed listing of
all positions requested in the budget. Both the Program Budget and the
Recommended Operating Budget include personnel complements organized by
program and unit respectively.
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e Budgeted Staffing Guidelines — The Program Budget and the Recommended
Operating Budget include budgeted staffing guidelines for regular education and
special education. These guidelines govern the allocation of personnel resources
by school and special education disability.

e Schools at a Glance — The Schools at a Glance annual publication shows a variety
of information for each school, including programs from the Program Budget that
are implemented at each school and personnel allocated to each school. A separate
document, Special Education at a Glance, is published to show special education
resources at each school.

All these publications are available on the MCPS Web site.
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Audits

The Montgomery County Public Schools (MCPS) receives many regular financial and
operational audits. These audits ensure financial and operational accountability to the public.
Below are details of some of the regular audits.

e State of Maryland law, Section 5-109 of the Education Article, requires all school
districts to commission an annual external audit of financial transactions by an
independent certified public accountant. MCPS uses the firm of Clifton and Gunderson
(CG). Neither CG nor its predecessors have identified any material weaknesses or
noncompliance with internal controls.

» MCPS issues an annual financial report, the Comprehensive Annual Financial Report
(CAFR). This report has received an Excellence in Financial Reporting Award from the
Government Financial Officers Association (GFOA) and from the state of Maryland.

e Board of Education Policy DAA, Fiscal Responsibility and Control, requires the
superintendent of schools to maintain strict financial controls consistent with state law
and the county charter.

e The Board of Education Fiscal Management Committee meets regularly with staff to
review audit findings and provide financial oversight. The Fiscal Management
Committee reviews the reports of the system’s actuary and external auditor.

e The Maryland State Department of Education (MSDE) and the state Office of Legislative
Audit (OLA) review MCPS activities and financial reports. MSDE audits a variety of
issues, including enrollment, program administration, special education, teacher
certification, criminal background checks of teachers, and grants monitoring.

e Under Senate Bill 894, OLA is conducting a comprehensive financial and operational
audit of all state school systems according to a six-year schedule. The MCPS audit has
been completed and the findings are expected to be issued shortly.

¢ The federal government regularly provides mandated A-133 single audits of federal grant
programs. The frequency of these audits has greatly increased in recent years. Federal

audit results of MCPS grants have not included any material adverse findings.

e The State Interagency Committee on School Construction (IAC) audits the use of state
construction funds. None of their audit notes contained any material findings.
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The county Office of Legislative Oversight (OLO) has conducted comprehensive budget
reviews of MCPS programs, including student transportation, special education, school
plant operations, compliance with environmental regulations, organizational development
programs, recycling, and high school consortia. In FY 2007, OLO added an analyst
dedicated to MCPS issues and conducted a review of fiscal performance indicators.
These indicators serve as the basis for review of the MCPS budget by the County
Council.

The MCPS Internal Audit Unit conducts financial and program audits of MCPS program
as well as school independent activity funds (IAF). This unit also monitors the external
audit contract and is responsible for ensuring implementation of external audit
recommendations.
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Revenue

Montgomery County Public Schools (MCPS) currently receives 74 percent of its
Operating Budget revenue from local county contribution, 20 percent from the state of
Maryland, 3 percent from the federal government, and 3 percent from enterprise fund
activities and all other sources. Below are details of major revenue issues facing MCPS in
FY 2010.

State Revenue

e InFY 2009, MCPS received $400.3 million in state revenue, an increase of $10.0
million.

o FY 2008 was the final year of implementation of the six-year Bridge to Excellence
in Public Schoois Act (BTE). The BTE recognized that the state has an obligation
to provide adequate support to all students, to improve the equity of the
distribution of state aid to districts with fewer local resources, and to assure
accountability for the use of state funds through improved student achievement.
After FY 2008, districts were scheduled to receive formula increases only for
inflation and higher enrollment.

e Through FY 2009, state aid has increased by $188 million above the amount
before the BTE Act.

e The special session of the General Assembly held in November 2007 changed
education aid formulas to delay the inflationary adjustment required by the BTE
for two years, until FY 2011. This cost MCPS approximately $19 million in state
aid for FY 2009.

e The General Assembly also decided to phase-in funding of the Geographic Cost of
Education Index (GCEI), which recognizes the higher cost of education in some
districts. The 60 percent phase-in for FY 2009 increased state aid to MCPS by
$18.4 million. In FY 2010, the complete phase-in provided for by law would
increase state aid by $12.2 million.

¢ The GCEI is an integral part of the Bridge to Excellence law. The GCEI adjusts
the amount of foundation state aid to local school districis to reflect the higher cost
of education in some districts. The Thornton Commission report recommended
that the GCEI was a fundamental aspect of achieving funding equity. The General
Assembly expected that the GCEI funding would be included in the additional
state aid provided in the Bridge to Excellence law. Had the state funded the GCEI
in FY 2004, MCPS would have received approximately $100 million in additional
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state aid by FY 2009. For FY 2010, full funding of the GCEI would add $12.2
million in state aid for MCPS.

Based on preliminary information, MCPS expects to receive an increase of $20.7
million (5.2 percent) in state aid in FY 2010, including full funding of the GCEI
formula.

County Revenue

In FY 2009, Montgomery County provides 74.1 percent of MCPS total resources,
higher than the percentage paid by any other county in Maryland. This percentage
has dropped for several years because state aid has increased.

In FY 2010, the expectation is that the county contribution will come entirely from
FY 2009 savings.

In FY 2009, the County Council approved a local contribution to the MCPS
budget that was $79.0 million higher than the minimum required by the state
requirement for Local Maintenance of Effort (MOE).

Under this state law, each county must provide at least the same amount per
student as in the previous year. Because the formula covers only enrollment
changes, the MOE amount is not sufficient to meet even basic inflationary cost
increases, much less any improvements in services.

The Maintenance of Effort requirement for FY 2010 is $1.547 billion in local tax
contribution, an increase over FY 2009 of $16.2 million. This reflects the renewed
growth in enrollment since last year.

For FY 2010, an increase of $17.7 million (1.2 percent) in local funding will be
needed to fund the superintendent’s recommended budget. This increase is
expected to come entirely from FY 2009 savings. The increase is $54.6 million
less than the FY 2009 increase in local contribution.
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Fiscal Year 2010 Operating Budget Timeline

Board of Education Community Forums September 18, 2008
October 16,2008
Superintendent’s Operating Budget December 11, 2008
Sign-up begins for Board of Education public hearings December 26, 2008
Board of Education public hearings January 14 & 21, 2009
Board of Education budget work sessions January 28 & 29,2009
Board of Education action February 10, 2009
Board of Education budget transmittal to County Executive/County Council March 1, 2009
County Executive recommendations presented to County Council March 15,2009
County Council budget hearings April 2009
County Council budget action May 21,2009
Final Board of Education action to approve FY 2010 Operating Budget June 9,2009

Operating Budget Documents

Montgomery County Public Schools publishes and posts on its website a variety of publications that involve
different ways of looking at the operating budget. Together, these documents enable citizens to understand how
MCPS resources are used and what is recommended in the Operating Budget. MCPS is continually trying to
improve the transparency of these budget documents. Below are details of the information available on the
MCPS Operating Budget.

Call to Action: Pursuit of Excellence — The MCPS strategic plan, approved by the Board of Education, includes detailed
multiyear strategies and initiatives implemented through the operating budget.

Program Budget — Summarizes the operating budget in more than 100 major programs across departments and offices.
This year, the Program Budget references strategies and initiatives in the strategic plan and ensures that all strategies and
initiatives are identified by program.

Recommended Operating Budget —Shows budget resources by office, department, and other units. It includes references
to the units that carry out each program, describes in detail the work of each unit, shows all budget changes, and includes
performances measures for each operating unit, a glossary of budget terms, an index of all items, and a section describing
how to understand the budget. Often called the management budget.

Budget in Brief — Provides detailed summary information on budget totals and changes proposed in the Operating
Budget.

Personnel Complement — Provides a detailed listing of all positions requested in the budget. Both the Program Budget
and the Recommended Operating Budget include personnel complements organized by program and unit, respectively.

Budgeted Staffing Guidelines —'The Program Budget and the Recommended Operating Budget include budgeted staffing
guidelines for regular education and special education. These guidelines govern the allocation of personnel resources by
school and special education disability.

Schools at a Glance — Provides a variety of information for each school, including programs from the Program Budget
that are implemented at each school and personnel and expenditures budgeted for each school. A separate document,
Special Education at a Glance, is published to show special education resources at each school.

All of these publications are available on the MCPS website at www.montgomeryschoolsmd.org/departments/budget/
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