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Montgomery County Public Schools

GUIDING TENETS

CORE VALUES

Every child can learn and succeed
The pursuit of excellence is fundamental and unending
An ethical school system requires fair treatment, honesty, openness, integrity, and respect

A high-quality school system strives to be responsive and accountable to the customer

MISSION

To provide a high-quality, world-class education that ensures success for every student through excellence in
teaching and learning.

VISION

A high-quality education is the fundamental right of every child. All children will receive the respect,
encouragement, and opportunities they need to build the knowledge, skills, and attitudes to be successful,
contributing members of a global society.

SYSTEM GOALS

Ensure success for every student

Provide an effective instructional program

Strengthen productive partnerships for education

Create a positive work environment in a self-renewing organization

Provide high-quality business services that are essential to the educational success of students

BOARD OF EDUCATION ACADEMIC PRIORITIES

Organize and optimize resources for improved academic results

Align rigorous curriculum, delivery of instruction, and assessment for continuous improvement of stu-
dent achievement

Develop, expand, and deliver literacy-based initiatives from prekindergarten through Grade 12

Develop, pilot, and expand improvements in secondary content, instruction, and programs that support
students” active engagement in learning

Use student, staff, school, and system performance data to monitor and improve student achievement

Foster and sustain systems that support and improve employee effectiveness, in partnership with MCPS
employee organizations

Strengthen family-school relationships and continue to expand civic, business, and community partner-
ships that support improved student achievement

CRITICAL QUESTIONS

What do students need to know and be able to do?
How will we know they have learned it?

What will we do when they haven't?

What will we do when they already know it?
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September 26, 2008

Members of the Board of Education:

Maryland State law requires that local education agencies publish at the close of each year a complete set
of financial statements presented in conformity with generally accepted accounting principles (GAAP) and
audited in accordance with generally accepted auditing standards by a firm of licensed certified public
accountants. In compliance with that requirement, we hereby submit the Comprehensive Annual Financial
Report (CAFR) of the Montgomery County Public Schools (MCPS) for the fiscal year ended June 30, 2008.

This report has been prepared pursuant to Education Article Section 5-109 of the Annotated Code of
Maryland. The report consists of management’s representations concerning the finances of MCPS.
Management assumes full responsibility for the completeness and reliability of all the information presented
in this report. Management has established a comprehensive internal control framework. Internal
accounting controls are designed to provide reasonable assurance that assets are properly safeguarded
and accounted for, and to ensure the reliability of accounting information for preparing financial statements
in conformity with GAAP. The concept of reasonable assurance recognizes that the cost of a control should
not exceed the benefits likely to be derived, and the valuation of costs and benefits requires estimates and
judgments by management. As management, we assert that, to the best of our knowledge and belief, this
financial report is complete and reliable in all material respects.

MCPS financial statements have been audited by Clifton Gunderson LLP, an independent firm of certified
public accountants. The independent auditor’s report is presented as the first component of the financial
section of this report. MCPS also is required to undergo a federally mandated “Single Audit” designed to
meet the special needs of federal grantor agencies. In addition to reporting on the fair presentation of the
financial statements, the single audit places special emphasis on internal controls and legal requirements
involved in the administration of federal awards. These reports are available in MCPS’ separately issued
Single Audit Report.

Overview of the Report

The CAFR is divided into three sections: introductory, financial, and statistical. The introductory section
includes this transmittal letter, copies of awards for excellence in financial reporting, a listing of officials, and
the organization chart.

The financial section includes the report of independent auditors, Management’s Discussion and Analysis
(MD&A), the basic financial statements, the combining and individual fund financial statements, and
supplementary data. GAAP requires that management provide a narrative introduction, overview, and
analysis to accompany the basic financial statements in the form of MD&A. This letter of transmittal is
designed as a complement and should be read in conjunction with MD&A. The MD&A can be found
immediately following the report of the independent auditors.

The statistical section includes selected financial, demographic, and operating information, generally
presented on a multi-year basis.

Office of the Superintendent of Schools

850 Hungerford Drive, Room 122 ¢ Rockville, Maryland 20850 ¢ 301-279-3381
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Members of the Board of Education

MCPS Profile

The Board of Education of Montgomery County is the elected body, corporate and politic, established under
Maryland law to provide public education in kindergarten through twelfth grade to children residing within the
borders of Montgomery County, Maryland. The Board is composed of five district members, two at-large
members, and one student member elected for a one-year term. The Board determines educational policy
and employs a superintendent of schools to administer the school system. Primary funding is provided by
Montgomery County from its general revenues. Funds also are received from state and federal sources for
general school aid and specific purpose grants. The budget is approved by the Montgomery County
Council. The Board of Education has no power to levy and collect taxes or increase the budget. Because
of the relationship with Montgomery County, MCPS is considered a component unit of the county
government, as defined by GAAP for governmental entities.

The general purpose financial statements and supplementary data in this report include all funds
administered by MCPS in conjunction with its mission of providing elementary and secondary public
education. The reporting entity also includes a component unit of MCPS, the MCPS Educational
Foundation, Inc. The Educational Foundation is legally separate from MCPS but included in the MCPS
reporting entity because of the significance of its financial relationship with MCPS and because MCPS is
considered financially accountable for the Foundation.

Factors Affecting Financial Condition

Local economy. MCPS receives approximately 74 percent of its operating budget from Montgomery
County. The economic condition and outlook of the county, therefore, play substantial roles in the economic
condition of MCPS.

For the Washington Metropolitan Statistical Area (MSA), leading economic indicators have stabilized after
nearly a year of decline. According to the Center for Regional Analysis, the region’s economy is expected to
grow slowly during 2008. The region added approximately 25,000 new jobs over the past year. The
Washington MSA Coincident Index, a measure of the current state of the metropolitan economy, decreased
by 4.9 percent during FY 2008. The Washington MSA Leading Index decreased by 2.4 percent in FY 2008,
suggesting slower growth in the region’s economic expansion in the next six to eight months. Both the
region’s and the county’s economies are expected to outperform the nation’s economy due to the large
presence of the federal government in the area. The Washington MSA continues to have one of the lowest
unemployment rates in the country at 3.4 percent, although this rate has increased significantly over the last
year. The federal government comprises approximately 30 percent of the county’s economy. Consumer
prices in the region increased 4.7 percent in the past year, above the national average of 4.0 percent and
higher than the previous year’s regional inflation rate of 2.9 percent.

Montgomery County’s economy has experienced weak economic performance during the last year. The
primary reasons for the county’s weak performance were declining employment, weak residential
construction, a continued decline in housing sales, weak consumer spending, and a sharp increase in
consumer prices, especially for food and fuel. Resident employment declined by 0.15 percent. Payroll
employment also was stagnant. However, the county’s unemployment rate of 2.6 percent remains one of
the lowest in the state, a full percentage point below the state average. Construction activity experienced
mixed results, with new projects down 5.0 percent, but total value up 17 percent. The value of new
residential construction has decreased 9.1 percent this year, and the number of residential building permits
issued decreased by 65 percent. The number of residential sales declined during the year by 34.3 percent.
For every ten homes, there was just one buyer. However, average home prices in the county have
increased by 2.2 percent this year. While revenue from property taxes continues to increase, revenue from
real estate transfer and recordation taxes has sharply decreased in FY 2008. Purchases of non-durable
goods, including food and transportation, increased 6.0 percent, but purchases of non-durable goods were
down by 10.4 percent.

Long-term financial planning. Six-year budget projections are updated each year, used as a starting point
for discussion and planning, and revised each year to reflect trends and factors affecting enroliment.
Preliminary projections for FY 2009 through FY 2014 indicate an annual increase for major known
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Members of the Board of Education

commitments of $151.0 million for FY 2010 (including the result of already negotiated collective bargaining
agreements), and average projected increases of more than $65 million for known commitments for FY
2011 through FY 2014, not including the cost of future negotiated agreements. Each 1 percent salary
increase will add $15.4 million in FY 2010. These projections do not include funds to address the initiatives
planned in the MCPS strategic plan, Our Call to Action: Pursuit of Excellence, to raise the bar and close the
achievement gap between racial and ethnic groups.

Negotiated agreements. In February 2007, the Board of Education reached agreement with all three
bargaining units on new three-year contracts. All of these contracts will expire on June 30, 2010. The
salary agreement calls for 4.8 percent increases effective July 1, 2007, 5.0 percent increases effective
July 1, 2008, and 5.3 percent increases effective July 1, 2009. The agreements do not provide for
negotiations on any of the terms of the Agreements during the covered period of time.

During fall 2006, the three unions participated in joint negotiations regarding benefits for all employees.
These negotiations resulted in agreement on benefits terms for three years, through FY 2010.

During the fall of 2006, the Board of Education approved the establishment of a new bargaining unit, the
Montgomery County Business and Operations Administrators (MCBOA), composed of noncertificated
supervisory employees. The exclusive representative of the new unit was ‘approved by the Board of
Education on June 12, 2007. A contract with MCBOA was approved effective on February 28, 2008,
through June 30, 2010.

Enroliment. MCPS enroliment has increased by over 41,000 students in the past 20 years. Total MCPS
enroliment in FY 2008 was 137,745. September 30, 2008, enroliment is projected to be 137,763. For the
next few years total MCPS enrollment is projected to remain at a plateau. Although elementary
enroliment is projected to increase over this period, these increases will be offset by a downward trend in
secondary enrollment. Secondary enroliment is projected to begin increasing again in about six years,
and when this begins total system enroliment will increase as well.

In regard to school capacity, MCPS is still catching up with enrollment increases that have already
occurred, with additional space needs resulting from implementation of full-day kindergarten at all
elementary schools, and with implementation of class-size reductions in Kindergarten and Grades 1 and
2 at 62 elementary schools having high levels of Free and Reduced-price Meals Program participation.
To relieve overutilization of schools, in FY 2008 MCPS added a total of 64 classrooms to three
elementary schools and three high schools, and opened one new elementary school. In FY 2009 MCPS
will add another 105 classrooms to nine elementary schools and two middle schools. Further increases
in school capacity are programmed for FY 2010 to FY 2014.

Cash management program. MCPS maintains a cash management program for the purpose of achieving
maximum financial return on available funds. Temporarily idle cash is invested on a daily basis in a money
market mutual fund and in fully collateralized repurchase agreements. Investment earnings were
$1,995,772 in FY 2008. Excess cash during the year is invested by the Montgomery County Government
for MCPS. MCPS does not benefit directly from the investment earnings derived from the county's cash
management and investment programs.

Risk Management. Page 82 in the statistical section of this report presents the Montgomery County and
Board of Education's Self-Insurance Fund. This fund was established in 1954 so that properties of the
county, including schools, could be partially self-insured for fire insurance purposes. Effective July 1, 1978,
this fund was merged into an expanded self-insurance program to cover workers' compensation, general
liability, and boiler and motor vehicle risks. It appears that, based upon experience, this fund is mutually
beneficial for all participating agencies. Additional information on MCPS’ risk management activity can be
found in note 10 of the notes to the financial statements.

Accomplishments and Awards

SAT scores. The systemwide average SAT score in FY 2008 was 1616, with 80.0 percent of seniors taking
the SAT and/or ACT test. The average score was 105 points above the national average and 118 points
above the Maryland state average. The average included a mathematics score of 549, a critical reading
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score of 532, and a writing score averaging 536. SAT scores continue to show a significant gap between
the average scores of White and Asian students and those of African American and Hispanic students.

Academic progress. Students at all levels are demonstrating improved academic achievement. In 2007,
46 percent of the school system’s seniors scored a 3 or higher on Advanced Placement exam—three times
the national average and double the average in Maryland. Sixty percent of all MCPS seniors took one or
more advanced placement exams. African American and Hispanic seniors in MCPS performed significantly
better than their peers nationwide on Advanced Placement exams, with more African American students
and Hispanic students scoring a 3 or better than the national average for all students. Record numbers of
kindergarten students are reading, more than 90 percent in 2007, up from 39 percent in 2001, eliminating
the achievement gap between White and Asian American students and their African American and Hispanic -
peers in this grade. Fifty-six percent of Grade 8 students successfully completed Algebra 1 in 2007, twice

the national average.

Financial Reporting Awards. The Government Finance Officers Association of the United States and
Canada (GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to MCPS for its
Comprehensive Annual Financial Report for the fiscal year ended June 30, 2007. In order to be awarded a
Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements. A Certificate of Achievement is valid for a period of one year
only. We believe that our current comprehensive annual financial report continues to meet the Certificate of
Achievement Program’s requirements and we are submitting it to the GFOA to determine its eligibility for

another certificate.

For 27 consecutive years, MCPS has received the Association of School Business Officials (ASBO)
Certificate of Excellence in Financial Reporting. This award, valid for one year, is granted only after an
intensive review of the Comprehensive Annual Financial Report (CAFR) by an expert panel of certified
public accountants and practicing school business officials. MCPS plans to submit the 2008 CAFR to
ASBO and believes the report continues to meet ASBO certificate program requirements.

Acknowledgements
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Certified Public Accountants & Consultants

Independent Auditor’s Report

Board of Education
of Montgomery County Public Schools
Rockville, Maryland

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of Montgomery County Public Schools, a component unit
of Montgomery County, Maryland, as of and for the year ended June 30, 2008, which
collectively comprise the Montgomery County Public Schools’ basic financial statements as
listed in the table of contents. These financial statements are the responsibility of Montgomery
County Public Schools’ management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund
information of Montgomery County Public Schools as of June 30, 2008, and the respective
changes in financial position and cash flows, where applicable, thereof, and the respective
budgetary comparison for the general fund, for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
September 26, 2008, on our consideration of the Montgomery County Public Schools’ internal
control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our
audit.

H [ B [——
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The management’s discussion and analysis on pages 12 through 21 and the schedules of funding
progress and employer contributions on page 57 are not a required part of the basic financial
statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Montgomery County Public Schools’ basic financial statements. The
introductory section, supplementary information to the financial statements and the statistical
section listed in the accompanying table of contents are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The supplementary
information to the financial statements has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole. The introductory section
and statistical section have not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we express no opinion on them.

Cyzn.. Womrctsiann £ ) A

Baltimore, Maryland
September 26, 2008
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Montgomery County Public Schools
Management’s Discussion and Analysis

This section of the Montgomery County Public Schools (MCPS) Comprehensive Annual
Financial Report presents a narrative overview and analysis of the financial activities of MCPS
for the fiscal year ended June 30, 2008. Readers are encouraged to consider the information
presented here in conjunction with additional information presented in the transmittal letter,
which can be found on pages 1-4 of this report.

Financial Highlights

e The assets of MCPS exceeded its liabilities at June 30, 2008, by $1,613.6 million,
which represents its net assets.

e MCPS’ net assets increased during the year by $62.4 million.

e 97 percent of capital asset additions were directed toward instructional facilities,
including the modernization of six schools and the opening of one elementary school.

e MCPS successfully realized its commitment to the Montgomery County Council to
generate $17.9 million in FY 2008 savings to be used to fund the FY 2009 operating
budget.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the MCPS financial
statements. MCPS’ basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This
report also contains other supplementary information in addition to the basic financial
statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview
of MCPS’ finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of MCPS’ assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of MCPS is improving or
deteriorating.

The statement of activities presents information showing how MCPS’ net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in
future fiscal periods (e.g., depreciation and earned but unused annual leave).

Both of the government-wide financial statements distinguish functions of MCPS that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The governmental activities of MCPS include most
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of the district’s basic services, such as regular and special education, transportation, and
administration. The business-type activities of MCPS include food services and real estate
management operations, field trip services, and entrepreneurial activities.

The government-wide financial statements include not only MCPS itself (known as the primary
government), but also the MCPS Educational Foundation, Inc. for which MCPS is financially
accountable. Financial information for the component unit is reported separately from the
financial information presented for the primary government itself.

The government-wide financial statements can be found on pages 23-25 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. MCPS, like
other governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. All of the funds of MCPS can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However,
unlike the government-wide financial statements, governmental fund financial statements focus
on near-term inflows and outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financial decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

MCPS maintains three individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund and the capital projects fund,
both of which are considered to be major funds, and the special revenue fund.

MCPS adopts annual appropriated budgets for its governmental funds. Budgetary comparison
statements have been provided for the governmental funds to demonstrate compliance with these
budgets.

The basic governmental fund financial statements can be found on pages 26-30 of this report.

Proprietary funds. MCPS maintains two different types of proprietary funds. Enterprise funds
are used to report the same functions presented as business-type activities in the government-
wide financial statements. MCPS uses enterprise funds to account for its food services, real
estate management, field trips, and entrepreneurial activities. Internal service funds are an
accounting device used to accumulate and allocate costs internally among MCPS’ various
functions. MCPS uses an internal service fund to account for its active employees’ health benefit
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plan costs. Because this plan predominantly benefits governmental rather than business-type
functions, it has been included within governmental activities.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
information for the food services operation which is considered to be a major fund of MCPS.
Data for the other three proprietary funds are combined into a single, aggregated presentation in
the proprietary fund financial statements. Individual fund data for each of these nonmajor
proprietary funds is provided in the form of combining statements elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 31-33 of this report.

Fiduciary funds. MCPS is the trustee, or fiduciary, for assets that belong to others, which
includes the MCPS Retirement and Pension Plan, the OPEB Plan Trust, and the student activities
funds. MCPS is responsible for ensuring that the assets reported in these funds are used only for
their intended purposes and by those to whom the assets belong. MCPS excludes these activities
from the government-wide financial statements because it cannot use these assets to finance its
operations.

The basic fiduciary fund financial statements can be found on pages 34-35 of this report.

Notes to the financial statements. The notes provide additional information that is essential to
a full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements can be found on pages 37-57 of this report.

Other information. The combining statements referred to earlier in connection with nonmajor
proprietary funds are presented immediately following the notes to the financial statements.
Combining and individual fund statements and schedules can be found on pages 60-71 of this
report.

Montgomery County Public Schools Net Assets

(Amounts expressed in millions)

Governmental Business-Type
Activities Activities Total
2008 2007 2008 2007 2008 2007
Current and other assets $ 1861 $ 1676 $ (1L.1) $ (05 $ 185.0 $ 167.1
Capital assets 1,794.5 1661.5 5.3 5.7 1,799.8 1,667.2
Total assets 1,980.6 1,829.1 4.2 5.2 1,984.8 1,834.3
Long-term liabilities outstanding 186.8 111.1 25 1.6 189.3 112.7
Other liabilities 180.0 168.4 1.9 2.0 181.9 170.4
Total liabilities 366.8 279.5 4.4 3.6 371.2 283.1
Net Assets:
Invested in capital assets, net of
related debt 1,765.4 1,635.1 5.0 5.2 1,770.4 1,640.3
Unrestricted (151.6) (85.5) (5.2 (3.6) (156.8) (89.1)
Total net assets $ 16138 $ 15496 $ (020 % 16 $ 16136 $ 15512
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Government-wide Financial Analysis

Net assets may serve as a useful indicator of a government’s financial position. MCPS’ net
assets, the amount by which assets exceed liabilities, increased $62.4 million to $1,613.6
million. Most of the increase came from governmental activities, which increased by $64.2
million to $1,613.8 million. The largest portion of net assets reflects MCPS’ investment in
capital assets (e.g., land, school buildings, buses, and equipment), less any related outstanding
debt used by MCPS to acquire those assets. Investment in capital assets, net of related debt for
governmental activities increased $130.3 million to $1,765.4 million. These assets are used by
MCPS in its instructional programs; consequently, these assets are not available for future
spending.

Montgomery County and the State of Maryland fund MCPS school construction projects through
the issuance of general obligation bonds. These bonds are not reflected in MCPS’ investment in
capital assets, as the resources needed to repay these bonds must be provided by Montgomery
County and the State.

Unrestricted net assets deficit increased $67.7 million to a $156.8 million deficit at
June 30, 2008. The increase in unrestricted net assets deficit is primarily attributed to the initial
reporting of the net OPEB obligation of $66.1 million. Net assets increased by $1.6 million
when the effects of the net OPEB obligation are removed.

The deficit in unrestricted net assets arises from the district’s funding policies for its noncurrent
liabilities, especially for compensated absences and other postemployment benefits. The fiscal
condition of MCPS remains strong, as intergovernmental revenues continue to grow sufficiently
to meets its fiscal obligations and to fund its current operations.

Revenues by Source - Governmental Activities

Federal government Other sources
State of Maryland 3.5% 0.4%
24.6%

Montgomery County
71.5%

Governmental activities. Total revenues for MCPS’ governmental activities increased $166.4
million (7.8 percent). Intergovernmental revenues increased $169.2 million (8.6 percent), and
operating program revenues increased $1.0 million (1.1 percent). Intergovernmental revenues
from Montgomery County increased $124.3 million (8.2 percent) as required to fund the
operating and capital budgets. Intergovernmental revenue from the State of Maryland increased
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$41.5 million (8.8 percent), related principally to an increase in the unrestricted Bridge to
Excellence funding.

Total expenses increased $238.2 million (12.0 percent) to $2,220.8 million. In 2008,
instructional programs expenses accounted for 82.7 percent, (82.1 percent in 2007), and support
services accounted for 17.3 percent (17.9 percent in 2007), of total governmental activities
expenses. Employee healthcare and other postemployment healthcare benefits increased $96.0
million (34.5 percent), principally due to increased funding of OPEB obligations. Salaries
increased $82.6 million (7.0 percent), as a result of negotiated salary increases and additional
positions funded for instructional initiatives. Capital project expenditures increased $15.9
million (6.9 percent).

Montgomery County Public Schools Changes in Net Assets
(Amounts expressed in millions)

Governmental Business-Type
Activities Activities Total
2008 2007 2008 2007 2008 2007
Revenues:
Program revenues:
Charges for services $ 53 § 52 $ 28.6 $ 276 % 33.9 $ 32.8
Operating grants and contributions 84.4 83.5 20.0 18.8 104.4 102.3
Capital grants and contributions 48.1 52.3 0.9 0.6 49.0 52.9
General revenues:
Intergovernmental 2,145.8 1,976.6 2,145.8 1,976.6
Other 14 1.0 0.6 0.9 2.0 1.9
Total revenues 2,285.0 2,118.6 50.1 47.9 2,335.1 2,166.5
Expenses:
Regular instruction 1,300.2 1,160.9 1,300.2 1,160.9
Special education 338.0 293.6 338.0 293.6
School administration 183.9 160.2 183.9 160.2
Student personnel services 15.9 13.9 15.9 13.9
Health services - - - -
Student transportation 118.0 100.9 118.0 100.9
Operation of plant 144.7 130.3 144.7 130.3
Maintenance of plant 56.4 55.8 56.4 55.8
Administration 59.2 63.1 59.2 63.1
Community services 2.5 2.2 2.5 2.2
Interest on capital leases 2.0 1.7 2.0 1.7
Food services 46.1 42.1 46.1 42.1
Real estate management 2.3 2.9 2.3 2.9
Field trips 1.8 1.6 1.8 1.6
Entrepreneurial activities 1.6 14 1.6 14
Total expenses 2,220.8 1,982.6 51.8 48.0 2,272.6 2,030.6
Increase (decrease) in net assets 64.2 136.0 .7 (0.1) 62.5 135.9
Net Assets - beginning 1,549.6 1,413.6 1.6 1.7 1,551.2 1,415.3
Net Assets - ending $ 16138 $ 15496 $ (0.1) $ 16 $ 16137 $ 1,551.2

Business-type activities. Business-type activities decreased MCPS’ net assets by $1.7 million.
Total revenues increased $2.2 million (4.6 percent). Moderate increases in sales across the
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enterprise funds increased charges for services by $1.0 million (3.6 percent). The number of
reimbursable meals increased 325,000 (2.6 percent) to 12,846,000. Operating grants related to
Federal student lunch programs increased $1.2 million (6.4 percent).

Total expenses increased $3.8 million (7.9 percent). Food services operating expenses increased
$4.0 million (9.5 percent). Salaries increased $1.1 million (6.6 percent), principally due to
general negotiated increases. Other charges, principally postemployment healthcare benefits,
increased $1.7 million (18.1 percent).

Non-major enterprise funds net assets increased $0.6 million, due primarily to operating income
of $0.5 million in the Real Estate Management Fund.

Revenues by Source - Business-type Activities

Montgomery County State of Maryland
1.9% 2.0%

Federal government
37.8%

User fees
57.1%

Earnings on investments
1.2%

Financial Analysis of MCPS’ Funds

MCPS uses fund accounting to ensure accountability and to demonstrate compliance with
finance-related legal and contractual provisions.

Governmental funds. The focus of MCPS’ governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing MCPS’ financing requirements. In particular, unreserved fund balance may serve as a
useful measure of a government’s net resources available for spending at the end of the fiscal
year.

As of the end of the current fiscal year, MCPS’ governmental funds reported combined ending
fund balance of $15.3 million, an increase of $6.7 million from the prior year. The unreserved,
undesignated fund balance was $2.7 million and the reserved fund balances were $12.6 million.
Reserved fund balances is unavailable for new spending because it has already been reserved to
liquidate prior period commitments.
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The general fund is the principal operating fund of MCPS. At June 30, 2008, unreserved,
undesignated fund balance was $16.4 million and total fund balance was $29.0 million.
Unreserved, undesignated fund balance increased $11.5 million, resulting primarily from a
decrease in reserved fund balance necessary to cover a decrease of $4.9 million in encumbrances
outstanding at June 30, 2008 and an excess of revenue and other financing sources over expenses
of $6.8 million.

Capital projects fund deficit increased by $0.1 million during 2008 to a deficit of $13.8 million at
June 30, 2008. The deficit reflects school construction funding reversions by the State occurring
after the anticipated State funds had been expended. The deficit will be eliminated as
Montgomery County adjusts revenue sources from state to local funding for the affected projects.

Program Revenues and Expenses - Major Fund
Business-type Activities

@ Program
_ revenues

Qé) E Expenses

& .
e Food services

Program Revenues and Expenses - Non-Major Fund Business-
type Activities

Entrepreneurial activities

@ Program
revenues

O Expenses

Field trips

Real estate management
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Proprietary funds. MCPS’ proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail. Factors concerning the finances of
those funds have already been addressed within the discussion of business-type activities.

General Fund Budgetary Highlights

The final amended budget for fiscal year 2008 was $3.5 million higher than the original budget.
The increase was a result of a supplemental appropriation for restricted program grants received
during the year.

Actual budgetary fund balance increased by $11.3 million. The increase in fund balance resulted
from a plan to generate $17.9 million in current year savings, to be applied toward funding the
2009 operating budget.

Actual revenues were $9.3 million under budget for the year. Restricted revenues were $13.0
million under budget, of which $1.5 million comprised estimated restricted grants that did not
materialize, and $10.1 million in unrealized revenue for grants that carried forward into 2009.

Unrestricted revenues were $3.7 million above budget. Revenues above budget included
investment income ($0.6 million) and State non formula-based grants ($2.7 million).

Actual expenditures were $27.9 million under budget. Restricted expenditures were $13.0
million less than the budget, which consisted of $10.1 million in unspent funds for grants that
carry forward into 2009, and $1.5 million in estimated restricted grants that did not materialize.

Unrestricted expenditures were $14.9 million under budget, due to a savings plan implemented
during the year that, in agreement with the Montgomery County Council, would generate
internal savings for use in funding 2009 budget initiatives.

Capital Asset and Debt Administration

Capital Assets. Capital assets include land and site improvements, schools and administrative
buildings, school buses, and other vehicles and equipment. At June 30, 2008, MCPS’ investment
in capital assets for its governmental and business-type activities amounts to $1,799.8 million,
net of accumulated depreciation. This amount represents a net increase of $132.6 million, or 8.0
percent from last year. The net value of buildings, cost less accumulated depreciation, increased
$142.9 million and construction in progress decreased $21.4 million.
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Montgomery County Public Schools Capital Assets
(Net of depreciation)
(amounts expressed in millions)

Governmental Business-Type
Activities Activities Total

2008 2007 2008 2007 2008 2007
Land $ 689 $ 68.1 $ - $ - 3 689 $ 68.1
Buildings 1,372.9 1,230.0 - - 1,372.9 1,230.0
Site improvements 132.8 122.8 - - 132.8 122.8
Vehicle and equipment 64.7 64.0 5.3 5.7 70.0 69.7
Construction in progress 155.2 176.6 - - 155.2 176.6
Total $ 17945 $ 16615 $ 53  §$ 57 % 1,799.8 $ 1,667.2

To relieve overcrowding, reduce the number of releasable classrooms, and accommodate full-
day kindergarten, in FY 2008, MCPS added 64 classrooms to three elementary and three high
schools and opened one elementary school, adding an additional 28 classrooms. In FY 2009,
MCPS will add 105 classrooms to nine elementary schools and two middle schools.

Additional information about capital assets can be found in note 6 to the financial statements.

Long-term debt. At June 30, 2008, MCPS had $49.8 million in capital leases outstanding.
MCPS acquires school buses, instructional computers and furniture, other vehicles, and heavy
equipment through a master lease agreement with a financial institution. New capital leases for
school buses, instructional computers, and other equipment amounted to $27.6 million during
2008. Principal payments on existing capital leases were $23.8 million during the current year.

Additional information on MCPS’ long-term debt can be found in notes 8 and 9 to the financial
statements.

Factors Bearing on MCPS’ Future

The transmittal letter presents certain information on the local economy and long-term financial
planning, enrollment, and negotiated agreement issues affecting MCPS. There are four
additional initiatives that significantly impact MCPS.

Post-employment Healthcare Benefits. The Governmental Accounting Standards Board
(GASB) issued Statement No. 45, Accounting and Financial Reporting by Employers for Post-
employment Benefit Plans Other Than Pension Plans (OPEB) in June 2004. The Statement is
effective in FY 2008 for MCPS. The Statement establishes standards for the measurement,
recognition and reporting of OPEB expenditures and related liabilities. The Statement requires
MCPS to recognize an expenditure for OPEB during the period of active service for its
employees, and, to the extent not currently funded, to recognize a liability for unfunded OPEB
costs.
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In preparation for the July 1, 2007, implementation date, MCPS participated with the county and
other county agencies for the purpose of developing a common approach toward reporting and
funding OPEB that would be acceptable to the Montgomery County Council, the funding
authority for MCPS. MCPS agreed with the County Council to phase in full funding of the
annual OPEB cost over a five year period. The 2008 OPEB contribution was based on a five
year phase in. Subsequently, MCPS agreed with a County Council request to extend the phase in
period to eight years beginning with the FY 2009 contribution.

MCPS created the OPEB Plan Trust to account for its OPEB activity. Additional information
about MCPS’ OPEB funding can be found in note 12 to the financial statements.

No Child Left Behind. In 2002 the United States Congress approved the No Child Left Behind
(NCLB) Act. This marked the most fundamental revision of federal education legislation since
the adoption of the Elementary and Secondary Education Act (ESEA) in 1965. The law calls for
rigorous standards in all states and compulsory testing of students in grades 3 through 8 and
grade 10. MCPS has aligned its plans and outcome measures with the standards of NCLB with
the goal of having all schools meet Adequate Yearly Progress (AYP) targets and having all
teachers meet “highly qualified” standards as established by the State of Maryland.

Bridge to Excellence. The 2002 Maryland General Assembly adopted ground-breaking
legislation to reform the system of educational funding in the state. The Bridge to Excellence
Act (S. B. 856) provides an additional $1.3 billion statewide to assure the adequacy of
educational resources while redirecting resources more equitably to meet the needs of students
with disabilities, limited English proficient students, and students impacted by poverty. In 2008,
MCPS received an increase of $53.5 million as a result of this legislation. MCPS can expect
smaller annual increases in state resources in future years now that the legislation, except for the
Geographic Cost of Education Index funding, has been fully implemented.

Master Plan. In accordance with the mandates of this law, MCPS has submitted to the
Maryland State Department of Education a five-year Master Plan to indicate how its schools
will meet established goals for student achievement. The strategic plan for the school system,
Our Call to Action: Pursuit of Excellence, forms the basis of the Master Plan and was reviewed
extensively by community leaders and local officials. The Master Plan includes specific plans
for the implementation of the requirements of NCLB. The Maryland State Board of Education
approved the five-year Master Plan, and MCPS has submitted the annual required updates to the
plan, which also have been approved by the Maryland State Board of Education.

Requests for Information
This financial report is designed to provide a general overview of MCPS’ finances. Questions
concerning any of the information provided in this report or requests for additional financial

information should be addressed to the Chief Financial Officer, Montgomery County Public
Schools, 7361 Calhoun Place, Suite 190, Rockville, Maryland 20855.
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JUNE 30, 2008

MONTGOMERY COUNTY PUBLIC SCHOOLS
STATEMENT OF NET ASSETS

Primary Government Component Unit
Governmental Business-Type Educational
Activities Activities Total Foundation
Assets
Equity in pooled cash and investments 52,543,731 $ 1,107,974 $ 53,651,705 $
Cash and cash equivalents 8,592,835 8,592,835 32,107
Investments - cash equivalents 38,384,641 38,384,641
Investments 5,458,632
Accounts receivable:
Montgomery County 46,974,459 417,460 47,391,919
State of Maryland 15,348,839 33,845 15,382,684
Federal government 5,033,815 652,890 5,686,705
Other 5,839,046 915,516 6,754,562
Due from component unit 513,810 513,810
Internal balances 14,130,429 (14,130,429) -
Inventories 6,526,573 1,267,526 7,794,099
Prepaids 344,177 344,177
Due from employees 538,256 538,256
Capital assets (net of accumulated depreciation):
Land and site improvements 201,745,359 201,745,359
Buildings and additions 1,372,890,758 2,675 1,372,893,433
Construction in progress 155,190,543 155,190,543
Vehicles and equipment 64,656,442 5,350,621 70,007,063
Total assets 1,980,660,878 4,210,913 1,984,871,791 5,490,739
Liabilities
Accounts payable and other current liabilities 137,149,371 181,467 137,330,838
Due to primary government 513,810
Due to fiduciary funds 13,667,983 13,667,983
Unearned revenue 3,758,694 1,483,909 5,242,603
Noncurrent liabilities:
Due within one year 25,417,727 206,055 25,623,782
Due in more than one year 186,834,211 2,527,661 189,361,872
Total liabilities 366,827,986 4,399,092 371,227,078 513,810
Net Assets (deficit)
Invested in capital assets, net of related debt 1,765,406,793 5,019,355 1,770,426,148
Restricted for:
Instructional Programs, Expendable 535,622
Scholarships, Non-Expendable 821,862
Unrestricted (151,573,901) (5,207,535) (156,781,436) 3,619,445
Total net assets (deficit) $ 1,613,832,892 $ (188,180) $1,613,644,712 $ 4,976,929

The Notes to the Financial Statements are an integral part of this statement.
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MONTGOMERY COUNTY PUBLIC SCHOOLS

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary government:
Governmental activities:
Instruction:
Regular instruction $1,300,214,158 $ 4,634,191 $ 49,861,492 $ 26,199,271
Special education 337,981,003 300,535 26,415,562
School administration 183,915,725 3,919,325
Student personnel services 15,923,429 1,070,620
Health services 39,372
Total instruction 1,838,073,687 4,934,726 81,266,999 26,199,271
Support services:
Student transportation 117,962,721 397,677 230,639 -
Operation of plant 144,731,021 1,998 3,725,989
Maintenance of plant 56,469,713 558,156 14,459,081
Administration 59,171,446 392,891 3,731,925
Community services 2,470,942 1,898,848
Interest on capital leases 1,970,020
Total support services 382,775,863 397,677 3,082,532 21,916,995
Total governmental activities 2,220,849,550 5,332,403 84,349,531 48,116,266
Business-type activities:
Food services 46,125,487 22,219,798 19,955,950 927,082
Real estate management 2,290,554 2,765,022
Field trips 1,792,660 1,722,208
Entrepreneurial activities 1,619,087 1,866,786
Total business-type activities 51,827,788 28,573,814 19,955,950 927,082
Total primary government $2,272,677,338 $ 33,906,217 $ 104,305,481 $ 49,043,348
Component Unit:
Educational Foundation $ 1,042,724 $ - $ 1,473,520 $ -

General revenues:
Unrestricted intergovernmental:
Montgomery County
State of Maryland
Federal government
Investment earnings
Transfers

Total general revenues and transfers

Change in net assets
Net assets - beginning
Net assets - ending

The Notes to the Financial Statements are an integral part of this statement.
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Net (Expense) Revenue and Changes in Net Assets

Primary Government

Component Unit

Governmental Business-Type Educational
Activities Activities Total Foundation
$ (1,219,519,204) $ - $ (1,219,519,204) $ -
(311,264,906) (311,264,906)
(179,996,400) (179,996,400)
(14,852,809) (14,852,809)
(39,372) (39,372)
(1,725,672,691) - (1,725,672,691) -
(117,334,405) (117,334,405)
(141,003,034) (141,003,034)
(41,452,476) (41,452,476)
(55,046,630) (55,046,630)
(572,094) (572,094)
(1,970,020) (1,970,020)
(357,378,659) - (357,378,659) -
(2,083,051,350) - (2,083,051,349) -
(3,022,657) (3,022,657)
474,468 474,468
(70,452) (70,452)
247,699 247,699
- (2,370,942) (2,370,942) -
(2,083,051,350) (2,370,942) (2,085,422,292) -
430,796
1,631,686,296 1,631,686,296
510,142,429 510,142,429
4,015,914 4,015,914
1,378,734 617,038 1,995,772
21,428 (21,428) -
2,147,244,801 595,610 2,147,840,411 -
64,193,451 (1,775,332) 62,418,119 430,796
1,549,639,441 1,587,152 1,551,226,593 4,546,133
$ 1,613,832,892 § (188,180) $ 1,613,644,712 § 4,976,929
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MONTGOMERY COUNTY PUBLIC SCHOOLS
BALANCE SHEET

GOVERNMENTAL FUNDS
JUNE 30, 2008

Other
Governmental Total
Capital Fund - Governmental
General Projects Special Revenue Funds
Assets
Equity in pooled cash and investments $ 52,543,731 $ - $ - $ 52,543,731
Accounts receivable:
Montgomery County 3,377,432 43,597,027 46,974,459
State of Maryland 5,750,729 9,598,110 15,348,839
Federal government 5,033,815 5,033,815
Other 5,683,140 51,392 5,734,532
Due from other funds 57,676,497 145,589 57,822,086
Due from fiduciary funds 999,881 999,881
Due from component unit 513,810 513,810
Inventories 6,526,573 6,526,573
Prepaids 344,177 344,177
Due from employees 538,256 538,256
Total assets $ 138,988,041 $ 53,246,529 § 145589 $ 192,380,159
Liabilities and Fund Balances
Liabilities:
Accounts payable $ 20,207,139 $ 10,122,832 $ 9215 $ 30,339,186
Retainage payable 13,228,548 13,228,548
Accrued salaries and withholdings 74,225,905 74,225,905
‘Due to other funds 7,352,883 43,691,657 51,044,540
Unearned revenue 3,758,694 3,758,694
Compensated absences 4,482,076 4,482,076
Total liabilities 110,026,697 67,043,037 9,215 177,078,949
Fund Balances:
Reserved for:
Encumbrances 5,701,090 5,701,090
Inventories 6,526,573 6,526,573
Prepaids 344,177 344,177
Unreserved, undesignated (deficit), reported in:
General Fund 16,389,504 16,389,504
Capital Projects Fund (18,796,508) (13,796,508)
Special Revenue Fund 136,374 136,374
Total unreserved, undesignated (deficit) 16,389,504 (13,796,508) 136,374 2,729,370
Total fund balances 28,961,344 (13,796,508) 136,374 15,301,210
Total liabilities and fund balances $ 138,988,041 $ 53,246529 $ 145589 $ 192,380,159

The Notes to the Financial Statements are an integral part of this statement.
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MONTGOMERY COUNTY PUBLIC SCHOOLS
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
WITH THE STATEMENT OF NET ASSETS

JUNE 30, 2008

Amounts reported for governmental activities in the statement of net assets are different because:

Total fund balances - governmental funds

Capital assets used in governmental activities are not financial
resources and therefore are not reported as assets in governmental
funds.
The cost of capital assets is
Accumulated depreciation is

An internal service fund is used to account for the employee health
benefit plan costs. The assets and liabilities of the internal service fund
are included with governmental activities.

Long-term liabilities are not due and payable in the current period and
therefore are not reported as liabilities in the funds. Long-term liabilities
at year end consist of:

Capital leases payable
Compensated absences $

Compensated absences-Governmental Funds
Net pension obligation

OPEB obligation
Technology investment loans

Total net assets - governmental activities

The Notes to the Financial Statements are an integral part of this statement.
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(93,534,908)

4,482,076

$ 2,555,156,023

$ 15,301,210

(760,672,921)
1,794,483,102
11,818,442
(49,420,506)
(89,052,832)
(3,722,929)
(65,245,175)
(328,420)
(207,769,862)

$ 1,613,832,892



MONTGOMERY COUNTY PUBLIC SCHOOLS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2008

Other
Governmental Total
Capital Fund - Governmental
General Projects Special Revenue Funds
Revenues:
Montgomery County $ 1,449,835,388 $ 183,275,964 $ - 1,633,111,352
State of Maryland 511,954,653 49,833,373 561,788,026
Federal government 81,098,923 81,098,923
Other sources 7,397,034 108,401 1,521,000 9,026,435
Total revenues 2,050,285,998 233,217,738 1,521,000 2,285,024,736
Expenditures:
Current:
Administration 40,223,462 40,223,462
Mid-level administration 128,825,484 128,825,484
Instructional salaries and wages 801,621,226 801,621,226
Instructional textbooks and supplies 30,676,046 30,676,046
Other instructional costs 17,748,901 17,748,901
Special education 245,993,338 245,993,338
Student personnel services 11,051,597 11,051,597
Health services 32,162 32,162
Student transportation 92,544,044 92,544,044
Operation of plant 112,699,200 112,699,200
Maintenance of plant 31,498,027 31,498,027
Fixed charges 531,185,474 531,185,474
Community services 353,674 1,549,238 1,902,912
Debt service:
Capital lease principal 11,536,264 11,973,917 23,510,181
Capital lease interest 1,224,026 745,994 1,970,020
Capital outlay 234,409,417 234,409,417
Total expenditures 2,057,212,925 247,129,328 1,549,238 2,305,891,491
Excess (deficiency) of revenues
over expenditures (6,926,927) (13,911,590) (28,238) (20,866,755)
Other financing sources:
Capital lease financing 13,746,638 13,783,891 27,530,529
Transfers in 21,428 21,428
Total other financing sources 13,768,066 13,783,891 - 27,551,957
Net change in fund balances 6,841,139 (127,699) (28,238) 6,685,202
Fund balances - beginning 22,120,205 (13,668,809) 164,612 8,616,008
Fund balances - ending $ 28,961,344 $ (13,796,508) $ 136,374 15,301,210

The Notes to the Financial Statements are an integral part of this statement.
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MONTGOMERY COUNTY PUBLIC SCHOOLS

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES WITH THE DISTRICT-WIDE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2008

Total net change in fund balances - governmental funds
Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays to purchase or build capital assets are reported in governmental funds as
expenditures. However, for governmental activities those costs are shown in the statement
of net assets and allocated over their estimated useful lives as annual depreciation expense
in the statement of activities. This is the amount by which capital outlays for capital project
assets ($234,409,416 less non-capitalized items of $48,444,685) plus capital outlays for
general fund assets ($14,192,163) exceed depreciation expense ($62,856,573) in the
current period.

The net effect of various miscellaneous transactions involving capital assets, such as the
the loss on disposal of capital assets and the donation of land from developers is to
decrease net assets.

Some of the capital assets and assets below the capitalization threshold acquired this year were
financed with capital leases. The amount financed by the leases is reported in the governmental
funds as a source of financing. On the other hand, the capital leases are not revenues in the
statement of activities, but rather constitute long-term liabilities in the statement of net assets.
Also, expenditures for principal repayment of capital leases are measured by the amount of
financial resources used by governmental funds and have no effect on net assets.

In the statement of activities, certain operating expenses are measured by the amounts
accrued during the year. In the governmental funds, however, expenditures for these items are
measured by the amount of financial resources expended, as follows:

Annual OPEB cost (65,245,175)
Compensated absences (6,135,069)
Change in net pension obligation 313,683
Other 328,420

An internal service fund is used to charge the costs of the employee benefit plan to the individual
funds. The net expense of the internal service fund is reported with governmental activities in
the statement of activities.

Change in net assets of governmental activities

The Notes to the Financial Statements are an integral part of this statement.
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6,685,202

137,300,321

(4,292,836)

(4,020,348)

(70,738,141)

(740,747)

64,193,451




MONTGOMERY COUNTY PUBLIC SCHOOLS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2008

Variance with

Budgeted Amounts Final Budget -
Actual Positive
Original Final Amounts (Negative)
Revenues:

Montgomery County $ 1,449,614,120 $ 1,449,865096 $ 1,449,835388 §$ (29,708)

State of Maryland 391,235,571 394,955,390 396,447,634 1,492,244

Federal government 79,422,250 86,950,580 77,327,848 (9,622,732)

Other sources 16,583,937 8,584,812 7,397,034 (1,187,778)
Total revenues 1,936,855,878 1,940,355,878 1,931,007,904 (9,347,974)

Expenditures and encumbrances:

Current: )

Administration 43,534,390 41,583,842 40,642,956 940,886
Mid-level administration 131,291,855 129,000,498 128,055,349 945,149
Instructional salaries and wages 816,299,238 812,719,676 802,034,315 10,685,361
Instructional textbooks and supplies 36,503,249 34,883,682 30,119,903 4,763,779
Other instructional costs 22,918,232 22,727,537 17,873,029 4,854,508
Special education 244,002,288 247,890,511 245,730,892 2,159,619
Student personnel services 11,202,544 11,302,544 11,051,991 250,553
Health services 46,138 46,138 32,162 13,976
Student transportation 84,868,369 89,414,168 89,157,839 256,329
Operation of plant 112,335,403 112,384,521 111,895,974 488,547
Maintenance of plant 33,040,430 33,040,430 31,714,886 1,325,544
Fixed charges 407,753,685 412,052,274 411,095,327 956,947
Community services 358,510 608,510 353,674 254,836
Total expenditures and encumbrances 1,944,154,331 1,947,654,331 1,919,758,297 27,896,034
Excess (deficiency) of revenues

over expenditures and encumbrances (7,298,453) (7,298,453) 11,249,607 18,548,060

Other financing sources:

Transfers in 21,428 21,428
Total other financing sources : - - 21,428 21,428
Excess (deficiency) of revenues and other financing

sources over expenditures and encumbrances (7,298,453) (7,298,453) 11,271,035 18,569,488
Fund balance - beginning 7,298,453 7,298,453 15,721,295 8,422,842
Fund balance - ending $ - $ - $ 26,992,330 $ 26,992,330

The Notes to the Financial Statements are an integral part of this statement.
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MONTGOMERY COUNTY PUBLIC SCHOOLS
OPERATING INDICATORS BY FUNCTION

LAST FIVE FISCAL YEARS
Fiscal Year
2004 2005 2006 2007 2008
Governmental Activities:
Instruction:
Total enroliment 139,203 139,337 139,387 137,798 137,745
Regular students 130,852 130,601 130,444 128,511 128,478
ESOL students 12,200 12,905 13,200 14,718 15,961
Special education students 8,114 8,520 8,645 8,888 8,853
Cost per pupil (accrual basis) $ 11,628 $ 12,361 § 13,199 $ 14,388 $ 16,081
Number of teaching stations © 6,430 6,598 6,817 7,008 7,379
Average teacher salary @ $ 61,962 $ 62,608 $ 65,173 § 67,439 $ 71,039
Student / Teacher ratio ) 14:1 14:1 1411 1311 13:3
Average SAT score 1,094 1,102 1,101 1,634 1,624
Seniors taking SAT " 81 % 80 % 77 % 76 % 79 %
Building capacity used ®# 100 % 107 % 104 % 100 % 100 %
Support services:
Student transportation:
Number of buses 1,202 1,230 1,252 1,264 1,272
Students transported " 96,000 93,845 95,962 95,711 96,000
Operation of plant:
School buildings 191 192 194 199 200
Square footage @ 18.9 million 19.6 million 20.0 million 20.9 million 21.1 million
Number of rooms @ 6,961 7,140 7,357 7,377 7,385
Maintenance of plant:
Work orders 58,172 58,885 64,550 63,380 60,156
Average building age (years) © * 20 21 21 22 22
Administration:
Payments issued 61,458 62,909 67,125 69,653 70,328
Purchased orders issued 42,621 46,843 48,343 49,609 43,233
Business-Type Activities:
Food Service:
Meals served 10.9 million 11.4 million 12.1 million 12.5 million 12.8 million
Free & Reduced meals 5.6 million 5.7 million 5.6 million 6.4 million 7.0 million
Real Estate Management:
Square footage under lease 98,114 84,618 104,426 103,567 188,248
Average annual rental months 11 10 1 1 11
Field Trip:
Number of trips run NA NA 7,224 7,392 8,004
Trip miles NA NA 259,977 270,741 298,324
Entrepreneurial activities:
Science kits sold 3,239 3,922 4,356 12,621 5,871

Notes: .
NA - Data not readily available.

Data for FY 1999 - 2003 is not readily available.
* SAT score is the average score for the previous year's graduating class.

Beginning with the Class of 2006, the SAT changed from a two-part exam totalling 1,600 to a three-part exam totalling 2,400.
# Capacity calculation for elementary schools changed from 25 students/classroom to 23, beginning with 2005.
+ Average age of school buildings from time of opening or last renovation/modernization.

Sources for 2008:

(1) FY2008 Annual Report on Our Call to Action: Pursuit of Excellence (The Strategic Plan for the Montgomery County Public Schools)

(2) The Citizens Budget FY2009

(3) FY2009 Educational Facilities Master Plan and the Amended FY2009-2014 Capital Improvements Program
(4) The Superintendent's FY2009 Operating Budget Summary and Personnel Complement

(5) Total governmental-activities expense from the Statement of Activities divided by total enroliment
Various MCPS departments where not otherwise noted
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MONTGOMERY COUNTY PUBLIC SCHOOLS
EMPLOYEES BY FUNCTION
LAST TEN FISCAL YEARS

Fiscal Year
1,999 2,000 2,001 2,002
Governmental Activities:
Instruction
Regular instruction:
Teachers 7,477 7,884 8,490 8,974
Other staff 1,360 1,467 1,467 1,488
Total Regular instruction 8,837 9,351 9,957 10,462
Special education:
Teachers 1,410 1,485 - 1,538 1,587
Other staff 800 . 896 - 921 1,052
Total Special education 2,210 2,381 2,459 2,639
School administration 1,288 1,336 1,383 1,432
Student personnel services 69 72 77 88
Total Instruction 12,404 13,140 13,876 14,621
Support services:
Student transportation 1,379 1,429 1,459 1,503
Operation of plant 1,125 1,163 1,189 1,243
Maintenance of plant 369 373 373 371
Administration 322 331 326 337
Total Support services 3,195 3,296 3,347 3,454
Special Revenue:
Instruction TV * 9 11 13 13

Business-Type Activities:
Food Service 455 487 503 520

Adult Education 8 8 7 6
Real Estate Management 3 3 4 4
Field Trips 3 3 3 3
Entrepreneurial activities 3 3 5 5

Position Grand total 16,080 16,951 17,758 18,626

Notes:
* Instructional TV employees were reported in the General Fund under community
services prior to FY2001, when the Special Revenue fund was established.

Source:
The Superintendent's Operating Budget Summary and Personnel Complement
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2,003 2,004 2,005 2,006 2,007 2,008
9,197 9,257 9,302 9,546 9,679 9,666
1,400 1,343 1,354 1,354 1,392 1,429

10,597 10,600 10,656 10,900 11,071 11,095
1,665 1,708 1,775 1,867 1,985 2,024
1,117 1,166 1,206 1,269 1,377 1,412
2,782 2,874 2,981 3,136 3,362 3,436
1,486 1,498 1,543 1,610 1,675 1,691

89 121 121 122 120 122

14,954 15,093 15,301 15,768 16,228 16,344
1,522 1,620 1,688 1,728 1,750 1,751
1,272 1,280 1,285 1,322 1,390 1,405

368 363 380 389 377 380
321 326 334 345 363 377
3,483 3,589 3,687 3,784 3,880 3,913
14 14 14 14 14 14
545 575 577 590 601 602

8 8 6 5 - -
4 4 4 5 4 4
3 3 3 3 3 3

6 7 9 9 10 -
19,017 19,293 20,178 20,740 20,880

19,601
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MONTGOMERY COUNTY PUBLIC SCHOOLS
SCHEDULE OF INSURANCE IN FORCE
as of June 30, 2008

Policy Period
Type of Coverage Name of Company Policy Number From To Coverage
Comprehensive General Liability Montgomery County —Board  N/A 07/01/08-07/01/09 $100,000
Comprehensive Auto Liability of Education Self-
Insurance Program
Workers’ Compensation Montgomery County — Board  N/A 07/01/08-07/01/09 As required by Maryland
of Education Self- Statutes plus $100,000
Insurance Program Insurance Fund
Boiler and Machinery FM Gilobal LP550 07/01/08-07/01/09 Extra expense
$25,000 deductible
Property All Risk Coverage FM Global LP550 07/01/08-07/01/09 Replacement costs less
$250,000 deductible per
occurrence including
Flood and Earthquake
$500,000,000 per
occurrence
Bus, Truck and Auto Fleet FM Gilobal LP550 07/01/08-07/01/09 Same as above
Fire, Theft and Comprehensive
Commercial Crime Policy Fidelity & Deposit Co. CCP00510340 07/01/08-06/30/09 $1,000,000 per loss
Bond Coverage - all employees of Maryland $500,000 forgery/alteration
Public Official Bond Travelers 103962416 07/01/08-07/01/09 $10,000
Tackle Football for Students United Healthcare N/A 08/15/08-08/15/09 $100,000 medical expense
After 52 weeks after
accident - $2,500 death
Catastrophe/Liability for National Union Fire SRG9100883 08/01/08-08/01/09 $5,000,000 Medical
School Athletics Group expense benefit
with a $25,000
retention
Public Official Liability Montgomery County —Board ~ N/A 07/01/03-06/30/09 No limit
of Education Self-
Insurance Program
Fiduciary Liability National Union Fire 006731215 07/01/08-06/30/09 $5,000,000
Excess Liability Alliant Insurance Co. 71M2000001-071  03/01/08-07/01/09 $10,000,000

Auto and General

N/A -- Not Applicable

Source: Department of Financial Services
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$3,000,000 retention
Self-Insurance Fund
Pays 1% $3 million
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