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The Government Finance Officers Association of the United States and Canada
(GFOA) presented a Distinguished Budget Presentation Award to Harford
County Public Schools, Maryland for its annual budget for the fiscal year
beginning July 1, 2009. In order to receive this award, a governmental unit must
publish a budget document that meets program criteria as a policy document, as
an operations guide, as a financial plan, and as a communications device.

This award is valid for a period of one year only. We believe our current budget
continues to conform to program requirements, and we are submitting it to GFOA
to determine its eligibility for another award.
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¥ Harford County Public Schools
Transmittal Letter and Budget in Brief for Fiscal Year 2011 Budget

April 1, 2010
Dear School Community,

The Fiscal Year 2011 Board of Education Proposed Budget for Harford County Public Schools addresses the
essential components of federal legislation known as No Child Left Behind (NCLB), state legislation known as the
Bridge to Excellence Act (BTE), and continues to address the Strategic Plan and Master Plan. Meeting the educational
needs of a growing and diverse community so that no child is left behind requires vision, knowledge, organization,
effective planning, sufficient coordinated resources, and commitment from all stakeholders.

Tough fiscal times exist internationally, nationally, and locally. These are challenging times for the State of
Maryland, Harford County Government and Harford County Public Schools. Harford County Government requested
spending reductions from HCPS of $3.9 million in fiscal 2009 and $500,000 in fiscal 2010. Even with tough fiscal times,
federal and state mandates regarding the education of our students have not been reduced. New mandates occur each
year. Fiscal 2011 and fiscal 2012 will be tough fiscal years for the school system.

Every effort was made to be fiscally conservative in preparing the fiscal 2011 Budget. This budget will require
difficult decisions in order to keep expenditures within the projected budget. Due to a slight increase in enroliment, the
only projected increase in revenue for fiscal 2011 is $146,989 in County Maintenance of Effort funding. The County
Executive has agreed to fund an additional $3 million to avoid salary reductions and for the first year startup costs for
the Natural Resources/Agricultural magnet program at North Harford High School. State and federal revenues are
projected to remain flat for fiscal 2011. The fiscal 2011 Unrestricted Operating Budget is proposed at $420.6 million.
The Restricted Fund Budget is projected to decrease by $1.4 million. The Proposed Capital budget requests have been
reduced by $42.7 Million from fiscal 2010 with no new major building projects.

Throughout the school year, each one of the more than 5,000 employees of the Harford County Public Schools
(HCPS) takes on the challenge of working towards our common goal of connecting with our students and preparing them for
success. We will work to accomplish our goals as effectively and efficiently as possible. We are all committed to inspiring
each of our 38,000 students to become life-long learners and responsible citizens.

Educators in Harford County have the unique responsibility of impacting the future of thousands of students every
year. After all, school-age children spend almost as much time in school or in school-related activities as they do at home.
Our faculty and staff are involved in every aspect of the child’s academic life, from writing curriculum, serving as advisors for
extracurricular activities, mentoring at-risk youth, providing additional tutoring, and many, many more. Everyone in HCPS
shares the same ideals, working together to provide the best education possible to all of our students here in Harford County.

In addition, HCPS employees and students worked diligently to meet rigorous federal and state education
requirements, resulting in many successes over the past year. The information in this annual Budget document will show you
some examples of our successes, as well as our challenges.

The Board will continue to work with each of our schools and staff. \We are committed to ensuring every child is
given the best educational opportunities possible in Harford County. It is important to provide each individual student with the
knowledge and means to succeed in a diverse society and | encourage you to join us as we impact the lives of our students in
Harford County Public Schools.

The fiscal 2011 Current Expense Fund budget reflects a .4% increase from fiscal 2010. Federal funding from
the American Recovery and Reinvestment Act (ARRA) will provide additional support for fiscal 2011 at a time when
state funding levels are decreasing and local funding has increased for fiscal 2011. Costs saving measures have been
developed to help offset projected increase uncontrollable expenditures. Cost of doing business increases will be held
strictly to expenses which are beyond our control such as utility and fuel increases, state mandates and contracted
service increases. Even with expenditures held flat overall, there will be some increases in the budget such as
insurance, inclusion helpers, special education bus drivers and attendants, and for non-public placement students.




The fiscal situation will impact our schools, our students and all employees of Harford County Public Schools
in many ways. Reallocating existing funds to cover new expenses has occurred. All of these decisions impact services
to students, staff, parents and the community.

We are a professional learning community committed to continuous learning and improvement. Fiscal 2011
will be a challenging year as a result of very limited new funding. Continuing the goals and objectives of the five
Strategic Plan goals defined by the Board of Education of Harford County will require commitment, planning and
effective leadership. Harford County Public Schools is prepared to meet the economic challenges that currently exist
and provide the high quality education that our students, parents and community have come to expect.

Mission Statement

The Mission of Harford County Public Schools is to foster a quality educational system that challenges students to
develop knowledge and skills, and inspires them to become life-long learers and good citizens.

Vision Statement

Harford County is a community of leamers where educating everyone takes everyone. We empower all students to
-contribute to a diverse, democratic and change-oriented society. Our public schools, parents, public officials,
businesses, community organizations and citizens actively commit to educate all students to become caring, respectful
and responsible citizens.

Since the passage of NCLB in January 2002, and the Maryland enactment of the BTE, the annual update to
our Master Plan has been revised for the fifth year and has received approval of the Maryland State Department of
Education (MSDE). The Plan identifies the design and implementation of programs, services, and instructional
strategies that will accelerate learning for all students.

Mark M. Wolkow
President of the Board of Education

Robert M. Tomback, Ph.D.,
Superintendent of Schools




The Board of Education Members approved its current set of five strategic goals and sixteen focus areas for
the next five year period. The five strategic goals and sixteen focus areas are below:

Board of Education Strategic Plan Goals and Objectives

1. Every child feels comfortable going to school.
» Maintain safe, secure, comfortable schools that meet student need's
» Expect personal responsibility & respect in positive learning
environments
» Explore use of uniforms to promote social equality and focus on
learning

2. Every child achieves personal and academic growth.
» Find and build on every student’s motivation
» Develop and deliver high quality instruction that elevates each student
» Support the emotional, social, and physical growth of every student

3. Every child benefits from accountable adults.
» Obtain and optimize use of adequate resources

> Improve operational and instructional efficiency and effectiveness

> Earn credibility with education stakeholders and respect of colleagues

> Define parent involvement, reach out to parents to explain involvement
opportunities

4. Every child connects with great employees.
» Recruit & retain a high quality, diverse workforce
» Direct utilization of resources responsively to meet individual student
needs
» Encourage employee knowledge & creativity to advance learning

5. Every child graduates ready to succeed.
» Promote opportunities for skilled trades and advanced career choices
» Use business partnerships to identify & respond to emerging market
trends
> Enable students to live in & contribute to a contemporary world




Highlights of the Fiscal Year 2011 Unrestricted Budget

Fiscal 2010 Cost Reductions
¢  Cost reductions in the fiscal 2010 Budget of ($3,393,942) carried over to fiscal 2011.

Wagel/Fringe Benefits

¢ Health and Dental plan design changes
¢ Cost Avoidance measures of ($396,000).
Turnover

e  Salary savings of ($1,598,821) due to the projected retirement of 65.9 FTE teachers by June 30,
2010 based on retirement data from fiscal 2001 through fiscal 2009.

Cost of Doing Business

¢ Reversal of onetime purchases from fiscal 2010 for a savings of ($119,000);
Add back of salary and benefits for fiscal 2010 delayed hiring, $142,204;

Special Education increases for Inclusion Helpers, Nonpublic Placements and the Infant and Toddler
program totaling $1,954,617;

Additional transportation costs for Bus Drivers and Attendants to staff five new Special Education
buses and an increase in the bus contract for a total increase of $430,152;

Worker Compensation, Property and Liability insurance increases totaling $744,202;
Hardware/Software increase in maintenance contracts and agreements, $212,400; and,
Net decrease of ($381,241) for Other Cost of Doing Business adjustments.

Start up costs or Natural Resources/Agricultural magnet program $300,000.

Operating Impact of Capital Projects
e Additional utility costs associated with Deerfield Elementary construction, $194,000;

e  Principal and Lead Secretary hired midyear for Red Pump Elementary, $84,346.




Operating Funds - Revenue and Expenditure Highlights

FY 2011 Current Expense Fund Proposed Revenues

Where the money comes from:
Unrestricted & Restricted Funds

$453.2 Million

Federal
$26.4 M
5.8%

Other
MD State Sources

$205.0 M $3.2 M
45.2% b 8%
- Fund

Balance
$4.6 M

[+)
County 1.0%

$214.0 M
47.2%

Maryland State Aid — Includes Unrestricted funds and Restricted (in the form of grants) funds.

Harford County Government aid — includes County allocation that represents Maintenance of Effort level of funding
under State Law and an additional three million to avoid salary decreases and for the startup costs of the new Natural
Resources/Agricultural magnet program.

Federal Aid — includes Impact Aid, ISEA, and categorical grants. (Federal stimulus funding included as a source).

Other Sources — Includes building use fees, gate receipts for athletic events, fees for out of county students, interest
income, and student fees.

Fund Balance — includes funds set aside from fiscal 2009 to support ongoing operations and one time expenditures.




FY 2011 Current Expense Fund Proposed Expenditures

Wherethe money goes:
Unrestricted & Restricted Funds

453.2 million

. Administrative
Operations & Service

Maintenance
Transportation $52.8M $;31-?/M
$33.0M 11.6% A%

Studentinstruction
& Instructional
Support
$353.5M
78.0%

All expenditures accounts include a share of fringe benefit costs based on FTE count which includes health, dental, &
life insurance, taxes, workers compensation and unemployment compensation charges.

Administrative Services — includes Board of Education, Executive Administration, Business Services, Human
Resources, and the Office of Technology and Information Services.

Student Instruction — includes Education Services, Mid-Level Administration, Instructional Salaries, Textbooks &
Classroom Supplies, Other Instructional Costs, Special Education, and Health Services.

Transportation costs - includes fuel for \)ehicles, system operated buses for special education and contracted bus
services for regular students.

Operations and Maintenance — includes Facilities management of buildings and grounds, management of the cost of all
utilities and Planning and Construction expenditures for management of capital projects including planning and contract
management.
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Other Funds Expenditures

Food Services Fund - $14,801,234; a self supporting fund

Pension Fund - $34,324,000; the amount paid by the State of Maryland on behalf of HCPS employees who are
members of the Teachers Retirement and Pension Systems.

Debt Service Fund - $25,522,328; the amount paid by Harford County Government for the financing of capital projects
for the Board of Education.

Capital Project Fund - $33,465,000; represents the proposed capital budget for construction and major repairs and
assets for the school system. Projects are funded by state and county sources of revenues.

For additional information a summary version of the Board of Education’s FY 2010 Budget is posted on the Web Site for Harford County
Public Schools at www. hcps.org
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Understanding the Budget

Welcome to Harford County Public Schools’ Program-based Budget

The program-based budget presents a different view of how funds are allocated. This format is part of the
continuing effort to produce a more useful budget tool for decision-making and conveying information about
Harford County Public Schools. As an alternative to the categorical method of reporting budgets that is required
by Maryland State Department of Education (MSDE), the program-based budget shows the allocation of funds
and personnel across broad programmatic areas, such as:

Board of Education Services Pupil Services

Executive Administration Health Services

Education Services Curriculum and Instruction
Special Education Operations and Maintenance
Extra-curricular Activities Business Services

Safety and Security Human Resources
Guidance Services Information and Technology
Psychological Services Systems

This view of the budget allows readers to determine how available funding is matched to services provided.
Policy decisions can be made by program area. Additionally, given the abilities of the budget database, the
Budget Office continues to maintain the ability to produce the budget document by category to comply with state
reporting requirements.

The program-based budget presents the Operating Budget over a three-year perspective of resource
allocation by programmatic area. In addition, supporting details for each program are provided for more
information on how funds and personnel are distributed within each program. The narrative that accompanies
each program provides an overview of service delivery.

This document represents the Board of Education’s continuing commitment to improve the usefulness of the
budget document in planning and management. We hope you enjoy utilizing this document. If you like our work,
tell others; if not, tell us.

Harford County Public Schools has received the Government Finance Officers Association Distinguished
Budget Presentation Award for the past six years. We believe this current budget continues to conform to the
program requirements and will submit this budget to determine eligibility for another award, We are one of only 68
school districts that have received the award.

John M. Markowski James M. Jewell, Budget Director
Chief Financial Officer James.Jewell@hcps.org

Jeannine M. Ravenscraft Mary L. Edmunds
Budget Analyst Position Control Analyst

Michele D. Sledge
Budget Analyst




Understanding the Budget

Fiscal 2011 Budget Submission Framework

During the fiscal year 2011 budget development cycle, budget managers were asked to develop their
program budget requests from a slightly different framework than previous years. The budget represents the
operational plan, stated in financial terms, for carrying out the goals of the school system. Unfortunately with the
economic constraints for fiscal 2011, very few new items were funded. Budget requests were to be made under
the following classifications:

Benefit Adjustments — There are no wage increases included in the budget. Plan design changes for
health and dental insurance are included for fiscal 2011.

Cost of Doing Business - This includes the reversal of expenditures for purchases during fiscal
2010 which were of a one-time nature. Funding for these items does not need to be repeated in fiscal 2011.
Prior year cost reductions totaling $3.4 million have been carried forward as cost reductions in fiscal 2011. The
cost of doing business addresses price increases for on-going services and supplies and funds urgent needs
associated with the maintenance of the service infrastructure (Fuel, HVAC, etc.) and the operating impact of
new construction. Included are 10.0 FTE new positions for Bus Drivers/Attendants for new special education
buses. Also, 36.0 FTE additional Inclusion Helpers and an increase in nonpublic placement costs have been
proposed. The Board of Education has added the start up costs for the new Natural Resources/Agricultural
Science Magnet Program at North Harford High School which includes 3.0 FTE teachers.

Cost Avoidance - Vvarious cost saving measures are proposed in order to balance the budget with
projected revenues.

Budget Planning and Adoption Process

Maryland school systems are revenue dependent upon the state and local governments. The Board of
Education has no taxing authority’. State funding is primarily established during the annual legislative session of
the Maryland General Assembly during January through April each year. State funds are administered through

the Maryland State Department of Education.

The Board of Education has developed and approved a Strategic Plan with five timeless goals and
benchmarks for improvement. The Board has also approved the Master Plan (a State and Federal Government
requirement) with four goals. These two documents determine the budget planning and development process for
programs the Superintendent incorporates in the recommended budget. Input is received from the individual
school administrators by the Central Instructional Leadership Team and from operating support areas to the
Support Services Leadership Team. In addition, the Board and Superintendent receive citizen input. New
requested dollars in the budget are reflected by Board Goal in concert with the Strategic Plan and Master Plan.
The budget planning and development process is identified in the following flow charts.

1"Title 5 - Financing”, Education Article of the Annotated Code of Maryland as amended.
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Understanding the Budget

The following chart reflects the interconnectivity of the
budget planning and development process.

Board of
Education
Strategic Plan,
Master Plan,
and Board
Goals

Budget Planning & Development

Central Instructional

Support Services
PP ! Leadership Team

Leadership Team

Compilation of Requests by Budget Office

Decisions and
Recommended Budget
By Superintendent

The Master Plan is a State and Federal Requirement under
Bridge to excellence and No Child Left Behind Laws.
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Understanding the Budget

The following chart reflects the interconnectivity of the Strategic Plan, the
Master Plan, the Central Instructional Leadership Team, and the Support
Services Leadership Team in the budget planning and development
process.

School Improvement School Improvement
Plans Leadership Team

Board of
Education
Strategic Plan
and Board
Goals

Central Instructional
Leadership Team

Support Services
Leadership Team

Master Plan and Board Goals
(State & Federal Government
Requirements)

The Superintendent submits the Recommended Budget to the Board of Education during a school board
meeting in December (see calendar on subsequent pages). The Board holds public hearings for stakeholders
and work sessions during January to consider modifying the budget prior to submittal of the Board's Proposed
Budget to the County Executive by January 31. The County Executive has until April 1 to establish funding levels
for the next fiscal year. Once the Board receives the funding level from the County Executive, the operating
budget is modified for submittal to the County Council in I|ne with the projected state and county funding levels.
The County Council receives the County budget on April 1% and holds public hearings and work sessions during
April and May. The Council may add to the County Executive’s funding level only by reducing the funds for other
functions of the County government, or having the County Treasurer revise projected revenues upward indicating
that additional funds will be available for the next fiscal year.

The Board of Education submits the revised proposed budget to the County Council in mid-April and the
County Council has until May 31 to determme final funding levels for the County allocation. The County Council
adopts the County Budget by May 31%. At that point the County government funding is fixed for the School
System. Once this allocation is approved the Board of Education will revise the budgeted expenditures to equal
the total approved revenues. The Board approves the final budget by the end of June, prior to the start of the next
fiscal year, July 1. The Board approved budget then goes back to the County for final approval certification,
required by State law, which often occurs in July. This completes the budget development and approval process.

16



Understanding the Budget

Budget Calendar

Each year, a budget calendar is prepared and presented to the senior staff and budget managers as a
suggested schedule to follow in order to produce the final budget document. The calendar is driven by the Board
review, County Government review, County Council review, and state and local funding and reporting
requirements.

Fiscal Year 2011 Budget Planning Calendar

October 5, 2009 |Budget Office distributes budget packages to budget managers.

Qctober 16, 2009 . |Budget managers submit base budget and cost of doing business adjustments.

October 23, 2009 |Budget managers submit program narratives and performance measures.

November 2009 {Superintendent reviews budget submissions, goals and issues.

December 21, 2009 |Superintendent releases FY 2011 Recommended Budget.

January 11, 2010 [Board of Education conducts budget work session and accepts public comment.

January 16, 2010 |Board of Education conducts budget work session and accepts public comment.

January 19, 2010  {Board of Education adopts FY 2011 BOE Recommended Budget.

February 8, 2010 |Board presents budget to Harford County Executive.

Late March 2010 - |County Executive releases proposed funding lewels for FY 2011.

April 1, 2010 Board of Education conducts budget work session to align and approve FY 2011 Recommended Budget |

Late April 2010 - |Board presents revised budget to Harford County Council.

Late May 2010  |Harford County Council approves final funding for FY 2011.

June 2010 Board of Education conducts final budget work session and approves HCPS Budget for FY 2011,

July 2010 HCPS receies final certification of the FY 2011 Budget from the County Executive and County Council.

The Budget Office provides on-going support to the County Administration during their review of the
Budget. The Budget Office will continue on-going account analysis to look for additional realignments.

School System Planning

The budget planning and formulation process is just one of many division wide, short and long range
planning processes. At the center of all of the Harford County Public Schools planning activities is the Board of
Education’s Strategic Plan and the Master Plan as required by the State of Maryland. The student achievement
goals, along with the other documents, provide framework for the school system’s operation and for the Board's
future work. The annual budget reflects the school system’s varied plans by allocating resources to carry out the
goals defined through the division wide planning processes. In addition to the School Board Strategic Plan and
the Master Plan which sets the priorities and direction of the entire budget process, the major planning activities
are as follows: Approved Annual Budget, Capital Improvement Plan, School Leadership Instructional Plan, School
Improvement Plans, Facilities Master Plan, and Technology Plan.

In the budget planning for upcoming years, various expenditure categories are reviewed and calculated as to
need and affordability in accordance with the Strategic Plan and Master Plan adopted by the Board of Education.
Growth of new positions are reviewed and approved for consideration in the Proposed Budget by the
Superintendent and final approval by the Board of Education. Expenditure increases that are considered cost of
doing business increases (inflationary or service costs to continue the same level of services to students and staff)
are reviewed and projected. Where possible, Purchasing will enter into utility and fuel contracts to ensure a known
price factor for projecting future utility and fuel price increases based on consumption.

An energy management system through the use of computerized sensors and controls, monitors heat and
coolness in buildings and adjusts temperatures accordingly for efficient use of energy resources. A Facilities
Management Plan is adopted reflecting needed repairs, maintenance, and upgrades to buildings and grounds for
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Understanding the Budget

maintenance and capital construction projections. The Capital Improvement Plan is reviewed annually with
projections into the next decade for additional new capacity, modernizations, renovations, and equipment
replacements.

The budget planning process considers all of this information with an eye to the future in developing the
proposed budget as to the sustainability of proposed changes and additions.

Summary of Accounting Policies

The Board of Education of Harford County is a component unit of Harford County, Maryland by virtue of the
County's responsibility for levying taxes and its budgetary control over the Board of Education. Accordingly, the
financial statements of the Board are included in the financial statements of Harford County. The accounting
policies of The Board of Education of Harford County conform to generally accepted accounting principles (GAAP)
for governmental units. The following is a summary of the significant policies employed by the Board:

Government Wide and Fund Financial Statements

The statement of net assets and the statement of activities report information on all of the non-fiduciary
activities of the Board of Education of Harford County as a whole. For the most part, the effect of interfund activity
has been removed from those statements. The activities of the General Fund (Current Expense Fund), Special
Revenue Fund (Food Service Fund) and Capital Projects Fund (School Construction Fund) have been presented
as governmental activities in the government-wide financial statements.

The statement of activities demonstrates the degree to which the direct expenses of a given function are
offset by program revenues. Direct expenses are those that are specifically associated with a service, program or
department and are therefore clearly identifiable to a particular function. Program revenues include charges paid
by the recipient of the goods or services offered by the program and grants and contributions that are restricted to
meeting the operational requirements of a particular program. Local appropriations, state and federal aid and
other items which are not classified as program revenues are presented as general revenues of the Board.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the
latter are excluded from the government wide financial statements. All individual governmental funds are
considered to be major funds and are reported as separate columns in the fund financial statements. The Board
has no proprietary funds.
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Understanding the Budget

All Funds

;

Govemr:nentai Funds Fiduciary Funds
{Budgeted} (Mot budgeted}

[
| |

Special Scholarship Retiree

Revenue Trust Fund Health
Fund Trust

Fund

School
Construction
Fund

Officially Adopted Funds

See note below

Unrestricted Restricted School Construction
Fund Fund Fund

Note: The Maryland State Department of Education requires us to adopt the Unrestricted Fund, Restricted Fund,
School Construction Fund and a Debt Service Fund. The Restricted Fund Budget is for informational purposes as
the actual budget during the fiscal year is based on approved grant agreements from State and Federal sources
and may span multiple fiscal years. The Debt Service Fund is not one of our Funds for Financial Statement
Purposes. The Debt Service Fund consists of the long term payments made by the County Government for the
financing of school construction capital projects. The Restricted Fund expenditures account for grant agreements
under special state and federal programs and may exceed budgeted amounts as the grant programs may span
multiple fiscal years. The grants included in this category are not part of budget categories subject to the spending
limitations of the operating budget. Expenditures under these programs are limited to the revenue amounts of the
respective grants to be received or actual receipts.
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Understanding the Budget

Measurement Focus, Basis of Accounting and Financial Statement Presentation
The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows. Local appropriations and state and federal aid
are recognized as revenues in the year for which they were approved by the provider. Grants and similar items
are recognized as revenues as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the current
period or soon enough thereafter to pay liabilities of the current period. For this purpose, the Board considers
revenues to be available if they are collected within sixty days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. However, expenditures related to
certain compensated absences are recognized when the obligations are expected to be liquidated with
expendable available resources.

Local appropriations and state and federal aid associated with the current fiscal period are considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period. Entitlements and
shared revenues are recorded at the time of receipt or earlier if accrual criteria have been met.
Expenditure-driven grants are recognized as revenues when the qualifying expenditures have been incurred and
all other grant requirements have been met.

Agency funds are custodial in nature and do not measure results of operations or have a measurement
focus. Agency funds do, however, use the accrual basis of accounting.

The School System reports the following funds in the fund financial statements:

Governmental Funds

Current Expense Fund (General Fund) - The general fund is the general operating fund of the Board. It is used to
account for all financial resources except those required to be accounted for in another fund. Special state and
federal programs are included in the restricted portion of this fund.

Special Revenue Fund (Food Service Fund) - Special revenue funds are used to account for the proceeds of
specific revenue sources (other than major capital projects) that are legally restricted to expenditures for specified
purposes.

Capital Projects Fund (School Construction Fund) - Capital projects funds are used to account for financial
resources to be used for the acquisition, construction, or improvements to major capital facilities. A capital
expenditure is the amount used during a particular period to acquire or improve long-term assets such as
property, plant, or equipment.

Fiduciary Funds

Agency Fund (School Funds) - Agency funds are used to account for assets held by the Board in a trustee
capacity. School activity fund accounts are the direct responsibility of the principals of their respective schools.
The Scholarship Trust Funds account for monies that have been donated for the scholarships until awarded. The
Retiree Health Plan Trust Fund accounts for funding of the other postemployment benefits that the Board provides
to retirees and their dependents. Fiduciary Funds are not included as part of the HCPS budget process.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles  requires
management to make estimates and assumptions that affect the reported amount of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenditures during the reporting period. Actual results could differ from those estimates.

Basis of Budgeting

The Board adheres to the following procedures in establishing the budgetary data reflected in the financial
statements:
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Understanding the Budget

Budgets are normally prepared on a basis consistent with GAAP except for the inclusion of portions of the
prior year's fund balance as revenues, the inclusion of encumbrances as expenditures and the exclusion of
retirement payments made on the Board'’s behalf by the State of Maryland as revenues and expenditures.

Revenues and expenditures will be budgeted and recorded in accordance with mandated requirements of
the Maryland State Department of Education (MSDE). The structure of the accounts is based on the MSDE
Financial Reporting Manual for Maryland Schools. The school system prepares a program based budget
document for decision-making and conveying information about Harford County Public Schools.

Budgets are adopted for the Unrestricted Fund, the Restricted Fund, and the School Construction Fund.
The Current Expense Fund consists of the Unrestricted Fund and the Restricted Fund. The Unrestricted Fund is
the main operating fund (General Fund) of the school system where expenditures will be supported by ongoing
revenues. The Restricted Fund expenditures account for grant agreements under special state and federal
programs and may exceed budgeted amounts as the grant programs may span multiple fiscal years. The grants
included in this category are not part of budget categories subject to the spending limitations of the operating
budget. Expenditures under these programs are limited to the revenue amounts of the respective grants to be
received or actual receipts. The Restricted Fund is comprised of federal, state, and private grants and the funded
expenditures for specific purposes as identified with each funding source.

The Food Service Fund (a Special Revenue Fund) Budget is not adopted as part of the operating budget.
Expenditures are limited to the projected receipts or value of food products from federal, state, and other sources
of revenues. This is a self supporting fund that covers the entire cost of food service to students and staff
including equipment replacement.

Individual Capital Projects are approved as part of the School Construction Fund (Capital Projects Fund)
Budget. These projects are also approved by the County Government and the State. School construction is
budgeted on a project basis with funds primarily provided by Harford County and the State of Maryland. State
funds are approved by the State’s Interagency Committee. Budgetary compliance is measured using the
budgetary basis of accounting, the purpose of which is to demonstrate compliance with the legal requirements of
Harford County, the State of Maryland, and special federal and state programs.

The budget may be amended during the fiscal year through supplemental appropriations provided by the
county, state, or other source of funds. Additionally, a supplemental increase in revenues or expenditures would
require the Board of Education, the County Executive, and the County Council to approve a change in
appropriations.

In addition, budgets are not adopted for the Debt Service Fund and the Pension Fund. The State of
Maryland requires the Debt Service Fund to be included as part of the Annual Budget Certification Statement for
school systems in Maryland. The Debt Service Fund consists of long term payments made by the County
Government for the financing of school construction projects.

The Pension Fund is used to account for the State Payments made on behalf of the school system
employees who are members of the Teachers Retirement and Pension System.

Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditure of monies are recorded in order to reserve that portion of the applicable appropriation, is employed as
an extension of formal budgetary integration in the Unrestricted Fund, Restricted Fund, Food Service Fund, and
Capital Projects Fund. .

Financial Policies

The fiscal year for the school system shall begin on the first day of July and shall end on the thirtieth day of
June of the succeeding year. The School System shall annually adopt a balanced budget for the Unrestricted
Funds, where expected operating revenues are equal to expected operating expenditures. Any increase in
expenses, decreases in revenues, or combination of the two that would result in a budget imbalance will require
budget revision, rather than spending unappropriated surpluses or designated reserves to support ongoing
operations. Any year end operating surpluses will revert to unappropriated balances for use in maintaining reserve
levels set by policy and the balance will be available for capital projects and/or “one-time only” Unrestricted Fund
expenditures. Budgetary control is maintained at the category level as defined by the Maryland State Department
of Education and in accordance with the Education Article of the Annotated Code of Maryland. The Chief Financial
Officer or their designee may invest reserve funds in a manner which will assure the safety of the investment and
which is consistent with sound financial management practices. The School System adheres to Harford County
Government's legislatively adopted Investment Policy.
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Understanding the Budget

The accounting policies of the Board of Education of Harford County conform to accounting principles
generally accepted in the United States of America. Accordingly, the Board adheres to all applicable
Governmental Accounting Standards Board (GASB) pronouncements as well as following pronouncements issued
on or before November 30, 1989, unless those pronouncements conflict with or contradict GASB
pronouncements, Statements and Interpretations of the Financial Accounting Standards Board, Accounting
Principles Board Opinions, and Accounting Research Bulletins.

Balanced Budget

According to the State of Maryland Annotated Code, local governments and school systems must operate
under an annual balanced budget. An adopted budget, by the Board of Education and Harford County
Government is balanced when the sum of estimated net revenues and appropriated fund balances is equal to total
expenditure appropriations.

Revenue Policies

Projected revenues must be measurable and obtainable during a fiscal year. Since Harford County Public
Schools receives the majority of total revenues from the State of Maryland and the County Government sources,
the school system will budget the projected revenues based on the approval of the revenue stream from the
perspective approved governmental budgets. Revenues generated internally or from other sources must be
measurable and obtainable with sufficient documentation of the source or stream of payments. Revenues will be
monitored on a continuous basis to ensure that actual revenues will meet or exceed budget. In the event of a
revenue shortfall, budgetary adjustments will be made on a timely basis to ensure that the School System will not
operate in a deficit situation. One time revenues or appropriated fund balance will be used for one time purchases,
such as, vehicles, equipment, etc. One time revenues will not be used to fund ongoing expenditures without
Board approval and only in extraordinary circumstances.

Expenditure Policies

Expenditures will also be monitored throughout the fiscal year. Currently, monthly financial statements are
issued to various budget managers in the school system including reports to individual school principals. The
capability exists for budget managers or principals to review their expenditures on-line each day. The Budget
Office will analyze various expenditure line items on an ongoing basis and recommend changes to the Chief
Financial Officer and/or Superintendent of Schools.

Salary expenditures, fringe benefits, and utility costs, which represent approximately 90% of the total
expenditure budget, will be reviewed frequently by the Budget Office staff to ensure expenditures are in line with
budgetary projections. In the event that transfers or supplemental appropriations are required, a recommendation
will be forwarded from the Business Services Office to the Superintendent of Schools.

Transfers may be made within the Maryland State Department of Education defined categories with the
approval of the Superintendent of Schools as budgetary control is at the category level. Requests for transfers
between Maryland State Department of Education defined categories must be recommended by the
Superintendent of Schools and submitted to the Board of Education for approval. After approval, the transfers
must be submitted to the County Executive and County Council for approval or denial. No action within thirty (30)
days of submission constitutes approval.

Expenditures from grant funding sources will not exceed anticipated grant revenues. Future ongoing
commitments will be avoided if possible. The receipt of grant funds for a program must produce a worthwhile
result. Should grant funding be eliminated, a review of the program efforts will be undertaken to determine if the
program efforts will be funded from ongoing operating funds within the Unrestricted Fund.

Financial reports by State Category are provided monthly to schools and departments for monitoring
purposes. In addition, schools and departments have access to current information online every day for
monitoring purposes. Budget Manager Reports are provided monthly to budget managers for monitoring
purposes. Quarterly financial reports are provided to the Board of Education and County government to recognize
status of revenues and expenditures, and changes in revenue and expenditure appropriations that have occurred
since the Budget was adopted.

Investment Policy
Statutes authorize the Board to invest in obligations of the United States Government, federal government
agency obligations, secured time deposits in Maryland banks, bankers’ acceptances, the Maryland Local
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Understanding the Budget

Government Investment Pool, money market mutual funds, commercial paper and repurchase agreements
secured by direct government or agency obligations.

The Board is a participant in the Maryland Local Government Investment Pool (MLGIP) which is under the
administration of the State Treasurer. The MLGIP was established in 1982 under Article 95 Section 22G of the
Annotated Code of Maryland and is rated AAAm by Standard and Poors, their highest rating for money market
funds. Unit value is computed using the amortization cost method. In addition, the net asset value of the pool,
marked-to-market, is calculated and maintained on a weekly basis to ensure a $1.00 per unit constant value.

Debt Policy

Harford County Public Schools does not have the authority to issue long term debt. The Harford County
Government determines the long term debt financing levels to be used in conjunction with the Board of
Education’s Capital Improvements Program to be funded through the School Construction Fund. The School
system does have the authority to enter into alternative financing mechanisms such as leases and lease purchase
transactions. Lease purchase financing transactions related to building and or land purchases require the
approval of the Board of Education and the County Government.

Fund Balance

Fund balance is the accumulation of annual surpluses or deficits in a fund. The fund balance is the
residual, the difference between the funding level and the expenditures. A simplified representation would be:
Fund Balance=Assets-Liabilities.

The Board of Education has established a policy designed to maintain a designated fund balance between
0.1% and 0.25% but not less than $500,000 to deal with unbudgeted events that may arise in managing in excess
of a $668.7 million dollar public service. Since the budget is a spending plan based on a series of assumptions
and estimates developed upwards of two years prior to actual use, during the course of the fiscal year,
adjustments are necessary. It is important to note that even though the fund balance may exist, controls exist on
the transfer of funds to ensure that expenditures do not exceed available resources. A transfer of any portion of
the fund balance to an operating budget category would require the approval of the Board of Education, the
County Executive, and the County Council. The Board will also consider the use of a designated fund balance as
a resource to replenish the health insurance Rate Stabilization Fund should the fund be used to cover health costs
incurred that exceed premium payments. Utilization of the Rate Stabilization Fund requires the fund be
replenished in a timely manner. With the Board of Education covering upwards of 90 percent of health insurance
costs, the Board would cover 90 percent of the Rate Stabilization Fund requirements. The remaining portion
would be covered through participant contributions. In fiscal 2008, the Board also designated a portion of fund
balance to be used as an Emergency Fuel Reserve based on the uncertainty that exists in estimating future fuel
costs.

Current Expense Fund Undesignated Fund Balance

Policy Statement

The Current Expense Fund budgetary basis undesignated fund balance target is to range between one-tenth
percent (0.1%) and one-quarter percent (0.25%) of the ensuing year’s expenditures but not less than $500,000.
Amounts in excess of the targeted one-quarter percent (0.25%) of the ensuing year's expenditures are to be
used for one-time expenditures in the ensuing year (e.g., transfer to capital projects accounts, equipment
purchases, and new program start-up costs).

Adopted May 22, 2001 by the Board of Education for Harford County

Due to the current economic conditions, we have included in the budget the use of fund balance (one time
funding) to support ongoing expenses of the Unrestricted Fund for fiscal 2011. The Board of Education has
approved this change in their policy based on the economic challenges we currently face.
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Executive Summary

Overview of the School System

Public schools were authorized by the State Constitution of 1864 and 1867 and placed upon the Legislature
the obligation of establishing “a thorough and efficient system of free public school”'. The Harford County Public
Schools System was founded in 1865. At that time, there were 3,230 children enrolled in 69 one room schools with one
teacher per school. The first Superintendent of Schools was appointed in 1902. There have only been ten
Superintendents of Schools since 1902.

Harford County Public Schools (HCPS) is a fiscally dependent school system with an actual enroliment of
38,637 students in fiscal 2010. HCPS s the 133rd largest school system? of the 17,512 regular school districts in the
country® when ranked by enroliment. There are 24 school districts in the State of Maryland. This places HCPS in the
top one percent of school districts by size. The student body will be served by a projected 5,464.9 FTE faculty and staff
positions for fiscal 2011.

Currently Harford County has 53 public schools along with 48 non public schools® located within the County.
Citizens in the County have a choice of public or private schools. Approximately 39,000 students attend public schools.
The number of students attending private schools is unknown. The estimated population (as of June 30, 2009) from the
County Office of Planning and Zoning was 246,100. According to the Bureau of Census, the school age population in
2000 was 45,189 of which 39,540 or 87.5% attended public schools. School enroliment was 35,963 in 1994 and
reached a peak in 2002 of 40,264 and has declined slightly to 38,637. Through the recent military Base Realignment
and Closure (BRAC) process, the County workforce and population is estimated to increase in excess of 10%, which
will result in increased population for the public school system. In the next several years, the Capital Budget proposes
one new elementary school and various other renovation/modernization projects.

Considerable construction and renovation funding has been approved for the enhancement and upgrading of
the school system buildings. The new Edgewood High School is under construction along with Deerfield Elementary
Both will be complete for the 2010-2011 school year. The new Red Pump Elementary School will be the 54" school
slated to open in August, 2011.

Economic Climate of Harford County, Maryland

Harford County is located 20 miles north of the City of Baltimore and adjacent to the Chesapeake Bay to the
east, is bordered by the south and west by Baltimore County, to the northeast by Cecil County, and to the north by the
State of Pennsylvania. The convenient location on the 1-95 corridor in northeastern Maryland has made it one of
Maryland’s most desirable business locations. Harford County, Maryland was formed in 1773, and since 1972 has
operated with a charter form of government with home rule. The County is governed by a full time County Executive
and legislative power is vested in an elected seven member County Council, one member of which is elected as the
President of the County Council. The demography of Harford County has changed over the last two decades from a
predominantly rural area to a suburban rural mix. The County’s land area of 448 square miles is the 11" largest in the
State of Maryland. The County serves a population of 246,100 as of June 30, 2009. The economic condition and
outlook of the County has substantially improved during the past decade. Since 1999 the population of Harford Count e/
has increased 12.1 percent, which has triggered significant construction activity and growth in the tax base’.
Construction activity has slowed in the past several years.

Local Economy®

Harford County has been and continues to be fiscally sound, thanks to years of conservative fiscal
management. The County is effectively dealing with the pressures brought on by declining County revenues, caused in
part, by Maryland’s State budget deficit as well as the global economic crisis.

! From “‘Our Harford Heritage” by C. Milton Wright, copyright 1967.

2Characteristics of the 100 Largest Public Elementary and Secondary Schools Districts in the United States: 2006-2007, Common
Core of Data Survey, U.S. Department of Education, National Center for Education Statistics, June 2009.
® Characteristics of the 100 Largest Public Elementary and Secondary Schools Districts in the United States: 2006-2007”, Common
Core of Data Survey, U.S. Department of Education, National Center for Education Statistics, June 2009.

Data is from Maryland State Department of Education Fact Book for the Fiscal Year 2006-2007.

"Harford County Maryland Comprehensive Annual Financial Report for the Fiscal Year ended June 30, 2009", Table 15.

Harford County Maryland Comprehensive Annual Financial Report for the year ended June 30, 2009, Letter of Transmittal, pages A2
to A3, written by John R. Scotten, Jr., County Treasurer.
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Almost immediately as fiscal 2009 began, the County, because of major unanticipated declines in income tax
revenues, began cost-cutting measures to get through the year. Each County department was asked to give back up to
5.0 percent of their 2009 operating budget. The same was asked of the Board of Education, the Harford Community
College, the Harford County Sheriff's Office, and the Library System. They all readily cooperated.

As work on the fiscal 2010 budget moved forward, the economic picture worsened for the nation, the State of
Maryland and the County. Because of this the fiscal 2010 proposed budget, submitted to the County Council in April,
included nearly $38.0 million in cuts to the Operating Budget; an average 6.0 percent reduction to each County
department and funding concessions willingly agreed to by the Board of Education, the Harford Community College, the
Harford County Sheriff's Office, the Library System and the Volunteer Fire Companies. The County Council, anticipating
further economic challenges, made amendments to the budget, cutting an additional 5.0 percent across the board,
exclusive of the Sheriffs Office, the Board of Education, the Harford Community College and the Volunteer Fire
Companies. These amendments brought the total average cuts to over 12.0 percent. Some but certainly not all of the
consequences of these reductions are: thirty-four County employees laid off, five furlough days for all government
employees exclusive of Public Safety and Education, reductions in Library hours, elimination of Saturday Harford
Transit bus service, reducing operations at the Tollgate Road yard waste site to one day a week, to name a few.

Although the real estate market in the County, as in the nation, has been cooling down since 2006, real
property tax, the County’s largest revenue source remains strong. In fiscal 2009 real property tax represented 43.0
percent of total budgeted revenue. Harford County’s property tax revenues are expected to continue to grow though
the rate of growth has slowed. Effective in fiscal 2010 the Council adopted Resolution No. 06-09, on May 29, 2009,
which reduces the property tax rate from $1.082 to $1.064 for real property and decreases the corporate/personal
property rate from $2.705 to $2.660. In spite of the downward trend in the real estate market and the tax rate
reductions, budgeted real property taxes for fiscal 2010 are expected to increase 8.6 percent, representing 50.0 percent
of total budgeted revenues.

The income tax revenue, the second largest revenue source in the County, which is directly affected by
population growth, employment levels and personal income, has shown steady growth over the last ten years. But for
most of 2008 and 2009 the quarterly income tax receipts have been slowing, largely due to the slowdown in the overall
economy, which is expected to continue into fiscal 2010. Added to this is the impact of the Special Session of the
Maryland General Assembly’'s action in November 2007, which changed income tax law to establish new individual
income tax brackets and rates beginning this past January 2008. The Department of Legislative Services for the State
of Maryland estimates the impact on Harford County will be a loss of $4.0 million. As a result of these factors, the
County is projecting a 12.6 percent decrease in income tax receipts in fiscal 2010, representing 26.9 percent of total
budgeted revenue.

Other County revenues tied to the State and affected by the State of Maryland’s budget shortfalls in fiscal
2010 have impacted the County. There has been a 90.0 percent decrease in Highway User Tax revenue and a 35.0
percent decrease in Police Aid monies. In addition the State has cut monies to the County Health Department by 35.0
percent and cut the funding formula for Harford Community College by 5.0 percent. Additional State budget cuts that
will affect the County are anticipated but not yet identified; any supplementary cuts may require further adjustments to
the County’s budget.

Demographics of School Enroliment

In fiscal 2004, the public school system enroliment was 40,294. At September 30, 2009, HCPS had 38,637
students, a decrease of 1,657 or 4.1 percent since September 30, 2004. Chart 1 on the following page represents
enroliment trends since September 30, 2004 with an actual enroliment of 38,637 students for September 30, 2009.
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Chart 17

Enroliment in Harford County Public Schools
Data as of September 30
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Currently, enrollments are projected to decline slightly over the next several years. The deployment of new
civilian workers to the Aberdeen Proving Ground Facilities will change the projections in student enroliments in the
future.

Demographics of the School Population

Enroliment represents the number of students in grades prekindergarten through 12, including ungraded
special education students, as counted on September 30th of each year. The Maryland State Department of Education
reports this data by ethnic group. The most current information available is shown in the table below as of September
30" for each year.

Table 1°

American Indian/Alaskan Native © 057%  0.59% 0.58% 0.56% 0.55%
Asian/Pacific Islander 2.67% 2.74% 2.92% 3.09% 3.29%
Afiican American 18.33%  19.11%  19.90%  20.17%  20.46%
White 75.52%  7450%  73.20%  72.46%  71.82%
Hispanic 2.90% 3.06% 3.40% 3.72% 3.88%
Total Students 100% 100% 100% 100% 100%

’ Source: Harford County Public Schools, Office of Research and Evaluation, Annual Enroliment Report dated September 30, 2008.
® Source: Maryland State Department of Education, and HCPS Office of Accountability.
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The actual distribution of students occurs throughout twelve grade levels, kindergarten, prekindergarten, and
ungraded special education. The data indicates that while elementary enrollment over the last four years has declined
slightly, enroliment in the middle school has remained steady and high school enroliment has increased. The high
school population is expected to increase in the future as the student population moves through the grade levels.
Information shown is by school year as of September 30".

Table 2°

Student Body Distribution by Grade Level/Program
as of September 30
2005 2006 2007 2008
Elementary 18,364 17,933 17,714 17,574 17,607
Middle School 9,289 9,056 8,986 8,892 8,823
High School 12,407 12,270 11,688 11,800 11,984
John Archer 152 160 159 159 147
Alternative Education 113 143 155 107 86
Charter School 20 78 79 of
Totals 40,212 39,582 38,780 38,611 38,647|

Chart 27°

Student Body Distribution by Grade Level/Program
September 30. 2009

John Archer School Alternative Education
86

High School
Elementary
17,607

Middel school
8,823

® Source: Harford County Public Schools, Office of Research and Evaluation, Annual Enroliment Report dated September 30, 2008.
1% Source: Harford County Public Schools, Enroliment Projections September 30, 2009.
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The county wide population statistics would also suggest that the school age population will continue to grow.
During the previous decade, the school age population increased 32.8 percent from the 1990 to the 2000 Census
(Table 3). At the same time the senior population grew by almost 50 percent. Population projections will change as a
result of civilian employment influx to the U. S. Army Base at Aberdeen Proving Ground.

Table 3

Age Distribution
1970 -2000

~__ Population Percent Change

g

o

1980

1990

2000

1980

1990

2000

UnderS |

—5 7

11,126

32,396

10,150

14,761

15,776

35,472

34,021

45,189

~8.8%

- 9.5%

18 - 44

46,491

64,168

83,068

83,755

38.0%

45.4%

6.9%

4.1%

- 29.5%

45 - 64

19,233

26,769

35,248

51,710

65 and Older

6,132

9,371

15,034

22,160|

39.2%

52.8%

31.7%
60.4%

Two of the most important changes in demographics correlating to student achievement are poverty and
language proficiency. Both groups of students are considered Academically at Risk if they require frequent special
instruction and/or support to reach the levels of academic achievement needed in the information age.

Generally, the most reliable measure of poverty in school systems is the number of students eligible for free
and reduced price lunches (Chart 3). Students qualifying for free lunches must not exceed an income level of $28,655
for a family of four. Students qualifying for reduced price lunches must not exceed an income level of $40,793 for a
family of four. According to data provided by the Food and Nutrition Department, in fiscal 2010, more than 9,500
students are projected to be eligible for free and reduced price lunch services, or more than 25 percent of total HCPS
enroliment.

The number of students eligible for free and reduced price meals as of October 2009 was 9,930. The pre-k
students included in that number is 400. The number of students in the compensatory education total is 9,464. The
Maryland State Department of Education in computing state aid for compensatory education in fiscal 2011 uses the
FaRMs count of 9,464. The value per student for compensatory education represents $3,247 per student in the
projected funding of the fiscal 2011 unrestricted budget.

Students eligible for Free and Reduced Meals
as of September 30

" Source: Harford County Public Schools, Food Services Office.
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Enroliment of students with limited English-speaking proficiency has remained steady over the past few years
(Chart 4). A total of 477 students are enrolled in limited English proficiency programs for fiscal 2010, or 1.24% of the
total enroliment in HCPS. Enroliment growth is not the only factor changing the services provided the student
population. In addition to more students, the composition of membership growth has added to the cost of educating
students as has the need for instructional assistance and translation services.

Chart 4"

Limited English Proficiency
as of September 30

Number of Students

Special education programs serve 5,355 students (including 163 students at John Archer School and not
including 222 nonpublic placement students) in fiscal 2009 with an Individual Education Program (IEP). These students
range in age from three through twenty one. Students receiving these services were identified through the eligibility
criteria established for any of the 14 categories of disabilities established through applicable state and federal
regulations. Special Education services are provided in all schools by faculty members and support staff members.
This includes those positions funded with unrestricted and restricted funds.

'2 Source: Harford County Public Schools, Curriculum and Instruction Office with Projected Sept. 30 2009 data.
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Chart 5"

Students in Special Education Programs
for the year ending June 30

FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

Another demographic feature that has an impact on the classroom is “mobility.” Mobility is reported as the
number and percentage of students entering or leaving school during the year after the first day of class (Table 4). This
factor requires flexible management and instruction to deal with changes in the school and classroom, particularly given
that more students may enter than leave and the turnover may not occur on an equivalent schedule throughout the
year. The HCPS mobility statistic is well below the sta1e average for recent years. State statistics indicate entrance rates
of 11.0 to 12.9 percent and withdrawal rates of 9.5 to 11.7 percent for the most recent year.

Table 4™

Student Mobility

for the school year ended June 30
2005 2006 2007 2008 2009
Entrants |Withdrawals| Entrants |Withdrawals| Entrants |Withdrawals| Entrants |Withdrawals| Entrants | Withdrawals

Total Students 3109 3342 3030 3322 2964 3242 2892 3197 2875 2815
% of Student Enroliment 1.97% 8.57% 7.80% 8.55% 1.72% 8.44% 7.56% 8.36% 7.64% 7.48%

13 Source: Maryland State Department of Education, 2009 Maryland Report Card and HCPS Office of Special Education.
' Source: Maryland State Department of Education, 2009 Maryland Report Card.
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No Child Left Behind, Federal Legislation and
Bridge to Excellence Requirements, Maryland State Legislation

Harford County Public Schools must meet these requirements and the Superintendent and the Board of
Education are committed to the Upcoming Targets and Timelines. These are ambitious challenges for which Harford
County Public Schools has prepared a Master Plan. The Budget Plan is aligned in accordance with the approved
Master Plan. Within the Master Plan section of the budget, goals and objectives are identified to meet these challenges
and mandates. The following chart reflects the mandatory legislative requirements from the federal and state
governments. The chart below was prepared by the Maryland State Department of Education.

Upcoming Targets and
Timelines

BTE Legislative Requirement High School Graduation

Full Day and Prekindergarten Students must take and pass each
Implementation Completed. of the HSAs to receive a regular
diploma.

2008 2009 2014

;
¥ ¥
NCLB Requirement  Final Year of 5-Year Master  NCLB Performance Target

160% of core courses Plan Implementation 100% of all students and
will be taught by Highly subgroups score at proficient or
Qualified Teachers. better in reading and math.

Summary

Throughout the budget development process, the Board and staff have attempted to balance the ambitious
vision of Harford County Public Schools with real financial constraints. While this balance is not easy, the Board has
developed a budget that will empower Harford County Public Schools to effectively and efficiently strive to carry out the
educational mission to provide quality educational services for all students every day. Our ability to provide an
ambitious vision is dependent upon State of Maryland and Harford County Government funding.
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Master Plan — A State Requirement

The State of Maryland Bridge to Excellence legislation mandates that each school system develop a
comprehensive five-year plan to describe how the Board of Education intends to make improvements in achievement
for every student. The plan must describe the goals, objectives, and strategies that will be used to improve student
achievement and meet state and local performance standards for all students. While the Master Plan is a separate
document in its own right, it must describe specifically how Harford County Public Schools will improve student
achievement for Special Education students, students with limited English proficiency, prekindergarten students,
kindergarten students, gifted and talented students, and students enrolled in career and technology courses.

Fundamental changes in funding for education at the federal and state levels have resulted in new
requirements for HCPS. Fortunately, changes in educational standards mandated by the federal and state
governments align well with the Board Goals. Harford County Public Schools has been proactive in developing the FY
2011 Operating Budget in conjunction with the Master Plan. The development of the Master Plan concurrently with the
Operating Budget demonstrates the critical link between the budget and the Master Plan. The budget represents the
operational plan, stated in financial terms, for carrying out the goals of the school system.

The Bridge to Excellence Act also requires that the budget be aligned with the Master Plan and show
specifically how the use of resources will address the goals and objectives of the plan. This budget represents one
aspect of compliance with the new regulations.

Development and Implementation of the 2009 Master Plan

The development of the HCPS Master Plan involved a number of stakeholders. The ideas, beliefs,
perceptions, and recommendations of representatives of the various groups were collected and assimilated into the
Master Plan. HCPS personnel will continue to communicate and collaborate with the stakeholders with regard to
implementation of the plan and progress towards achieving the goals set forth by the HCPS Board of Education.

The list below identifies the variety of forums utilized to gather data from and communicate with stakeholders:

» Town meetings open to all citizens

» Harford County Regional Association of Student Councils town meeting with
Superintendent and Senior Staff

* Board of Education’s Citizen Advisory Committees

« Harford County Business Roundtable

» Harford County Council

« Harford County Council of PTA's presentations

+ Harford County Council of PTA’s monthly meetings with Superintendent

« Superintendent’s meetings with Harford County Education Association

» Superintendent and Board of Education’s meetings with Harford Community College
Board of Directors

« Superintendent's meetings with state delegates and senators

« Superintendent’'s monthly meetings with County Executive

» Departmental Citizen Advisory meetings

. Harford County Council

* Internet feedback

No Child Left Behind

In January 2002, the federal government enacted the No Child Left Behind Act (NCLB). This law reauthorized
the former Elementary and Secondary Education Act of 1965 (ESEA). The legislation significantly changed the role of
the federal government in education, introducing more accountability and requiring schools to meet specific standards
for student achievement. With standards put in place, states must test individual student progress toward meeting
those standards. Since FY 2006, individual tests for reading and mathematics are administered annually in grades 3
through 8. Science is administered for grades 4 through 8.

As part of the NCLB, the U.S. Department of Education established, and the State of Maryland adopted, the
following goals:

1. By 2013-2014, all students will reach high standards, at a minimum attaining proficiency or
better in reading/language arts and mathematics.

2. All limited English proficient students will become proficient in English and reach high
standards, at a minimum attaining proficiency or better in reading/language arts and

mathematics.
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3. By 2005-2006, all students will be taught by highly qualified teachers.

4. All students will be educated in learning environments that are safe, drug-free, and conducive to
learning.

All students will graduate from high school.

As part of the Master Plan, HCPS must show how these goals will be reached.

Foundation of Budget Development

Board Goals — The Master Plan Foundation

The vision, mission, and goals established by the Board of Education align well with the policies and objectives
of the federal No Child Left Behind and the Maryland Bridge to Excellence. The broadest foundation for budget
development is couched in the Vision and Mission of the Harford County Public Schools.

Vision
Harford County is a community of leamers where educating everyone takes everyone. We empower all students to
contribute to a diverse, democratic and change-oriented society. Our public schools, parents, public officials,
businesses, community organizations and citizens actively commit to educate all students to become caring, respectful
and responsible citizens.

Mission
The Mission of Harford County Public Schools is to foster a quality educational system that challenges students to
develop knowledge and skills, and to inspire them to become life-long learners and good citizens.

Executive Summary

Introduction
The Harford County Public School (HCPS) System is dedicated to providing a quality instructional program to
all students. The school system’s mission is to foster a quality educational system that challenges students to develop
knowledge and skills, and to inspire them to become life-long learners and good citizens. Four strategic system goals,
aligned to the five goals and the corresponding performance indicators of the No Child Left Behind Act of 2001, support
the mission and led to the development of strategies and programs identified in the original five-year Bridge to
Excellence Master Plan, 2003-2008.
HCPS Master Plan Goals:

Ensure a safe, positive learning environment for students and staff in our schools.
Accelerate student learning and eliminate the achievement gaps.

Ensure the effective use of all resources focusing on the areas of technology, fiscal and budgetary management, and
community partnerships.

Understanding that all employees contribute to the learning environment, we will maintain a highly qualified workforce.

It should be noted that it became apparent early in 2005 that the original HCPS five-year Master Plan was not
the plan that would most benefit the system’s strategic needs in this era of intense school improvement and system
improvement initiatives. The primary benefit of the Master Plan to HCPS has been that it has demonstrated a
longitudinal planning process, and it prompted the school system to want to improve upon a master plan process that
was not meeting HCPS' strategic needs. With this in mind, the Board of Education decided to draft a five year strategic
plan for the school system. Much of the work toward establishing the annual benchmarks for the HCPS Strategic Plan
occurred during 2005-2007, and the plan became a living document in 2008. However last school year, 2008-2009,
Harford County Public Schools was in a transition period with the sudden loss of our superintendent, Dr. Jackie Haas,
and the subsequent search and acquisition of our current superintendent, Dr. Robert Tomback. Due to the loss of Dr.
Haas, spring 2009 plans to revisit and refine the Strategic Plan were put on hold. Therefore, the 2009 HCPS Annual
Review for the BTE Master Plan continues to address identified progress and challenges in regard to the above goals
of the original master plan. It is prudent to state that guided by the leadership of Dr. Tomback and the oversight of the
Board of Education, Harford County Public Schools’ Strategic Plan will be revisited and refined in 2009-2010. The
following sections of the HCPS Executive Summary for the Bridge to Excellence Master Plan highlight the review of the
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current fiscal climate and demographic changes of the system, as well as a summary of the identified successes and
challenges in our efforts to achieve the Master Plan goals.

Budget Narrative

Harford County Public Schools (HCPS) is a fiscally dependent school system with an actual enroliment of
38,610 students in FY 2009 and a projected enroliment of 38,351 in FY 2010. Enroliment has declined slightly since the
2004 high of 40,294 students. The student body will be served by a projected 5,355 FTE faculty and staff positions for
FY 2010. Currently HCPS has 53 schools including 10 high schools, 9 middle schools, 32 elementary schools, an
alternative education center, and a special needs school. The economic downturn in the past year has resulted in
challenging fiscal times at the national, state and local levels of government.

In FY 2009, Harford County Government requested that Harford County Public Schools reduce spending $3.9
million from the $210.9 in approved local funding. In cooperation with the County Government, HCPS developed a $3.9
million spending reduction plan for FY 2009. This was accomplished by imposing a hiring freeze, reducing expenditures
for travel, conferences, professional development, equipment, supplies and savings from lower than expected fuel
prices.

The FY 2010 Current Expense Fund budget reflects a 1.3% increase from FY 2009. Additional federal funding from the
American Recovery and Reinvestment Act (ARRA) has provided additional support for FY 2010 at a time when state
funding decreased 3% and local funding remained flat. Stringent cost savings measures imposed in FY 2009 will allow
HCPS to use $4.6 million in fund balance as a resource for the FY 2010 Operating Budget.

Due to the tight economic forecast for FY 2010, development of the Unrestricted Operating Budget required
innovative thinking in order to cover an additional $9.0 million increase related to health insurance, retirement, utilities
and other fixed costs. In response to this challenge, all areas of the budget were examined with an emphasis on
preserving critical programs related to student achievement, creating greater efficiencies in all operating areas, and
making difficult decisions on cost reductions that would least impact students. Reductions totaling over $10.8 million
were made across all areas of the budget to balance the FY 2010 Unrestricted Operating Budget. The FY 2010

Unrestricted Budget decreased $1.8 million from FY 2009.

Although the Board and staff worked hard to preserve jobs and limit the impact of the current fiscal situation on
student achievement, all of our schools, students and employees will feel the financial constraints faced by Harford
County Public Schools in FY 2010. The FY 2010 budget does not include step or other wage adjustments. Existing
funds have been reallocated to cover new expenses throughout the school system. Elementary positions have been
reassigned to secondary and existing secondary positions have been redistributed to addr<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>