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Mr. James H. DeGraffenreidt, President
Maryland State Board of Education
200 W, Baltimore Street

Baltimore, Maryland 21201

Subject: Worcester County’s Waiver Request for
Maintenance of Effort

Dear Mr. DeGraffenreidt:

By a vote of four to three, the Worcester County Commissioners are requesting a waiver of the
Maintenance of Effort for Fiscal Year 2010 to allow a school board appropriation of $70,134,450,
which is $1,819,614 below the amount required by Maryland Education Article §5-202. By a vote of
seven to zero, the Worcester County Board of Education respectfully opposes the granting of a waiver
of the County Maintenance of Effort for FY 10 and requests our county government to provide basic
FY 10 Maintenance of Effort funding in the amount of $71,954,064. (TAB 1)

The Worcester County Public Schools have a long history of providing instructional
programs which allow our students to achieve at a high level of success. We are pleased to inform
you that all eligible high school seniors will meet High School Assessment graduation requirements
this year. Our school system consistently ranks as one of the best in Maryland, and was recently
identified as a top performing Maryland school system by MGT of America, Inc. Seven of our
fourteen schools are Maryland Blue Ribbon Schools of Excellence and three schools are National
Blue Ribbon Schools. Worcester County has the highest graduation rate in the state, and it ranks
first in the state in MSA reading in grades 3 and 8, first in the state in mathematics in grades 3 and
8, and first in the state in mathematics grade 7. We are proud to be one of only two school systems
in the state to have all schools fully accredited by the Middle States Association of Schools and
Colleges. We believe this success is a direct result of the Worcester County Board of Education’s
commitment to direct the majority of our resources to classroom instruction. In the current fiscal
year, eighty-one percent (81%) of our operating budget is utilized in direct support of student
learning.

Worcester County is blessed to be the wealthiest per capita county in the state. (TAB 2,
Exhibit 5.1) As a result of this strong assessable tax base, Worcester County Public Schools receive
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the second lowest amount of state funding on a per-pupil basis in the state. For FY 09, the state
funding totals approximately $2500 per student. Consequently, we rely on our county government
for the majority of our educational funding. In the current fiscal year, our county provides over 76%
of the resources to operate the public school system. Without the continued funding support of our
county, our commitment to provide effective and high quality instructional programs to every
student will not be possible.

In November 2008, our County Commissioners issued a directive to the Board of Education
to prepare and submit an FY 10 Operating Budget that represented 97% of the FY 09 county
appropriation. Such a budget would result in a $2,277,775 reduction in county funding to meet the
needs of our school system next school year. Anticipated increases in utilities, health insurance and
other fixed business costs total over $1,328,964. As a result, the 3% budget reduction directed by
our county would result in total budget reductions and realignments of approximately $3,606,739 in
FY 10 and the loss of approximately 29 positions, elimination of field trips, and a fifty percent
(50%) reduction in materials of instruction and textbooks. Budget reductions of this magnitude
would reduce materials of instruction and textbook accounts to 1996 funding levels.

After careful deliberation, the Board of Education directed staff to prepare a proposed FY
10 Operating Budget that complies with the mandated Maintenance of Effort requirements. It is our
belief that Worcester County clearly has the economic capacity to meet basic Maintenance of Effort
funding. (TAB 2, Exhibit 11.1) The proposed Maintenance of Effort budget restores 19 of the
proposed 29 positions, restores field trips, and partially restores funding reductions to materials of
instruction and textbooks that would otherwise be required to comply with proposed $2,277,775
reduction in operating expenses next school year. The proposed FY 10 Maintenance of Effort
Operating Budget does not include salary increases for our teachers and support staff next year.
Even with the additional funding of $1,819,164 provided under the Maintenance of Effort
requirement, the proposed FY 10 Operating Budget still reflects a $660,547 reduction in county
appropriations next year. This reduction coupled with increases in fixed business costs will still
result in $1,739,511 in required FY 10 budget reductions and realignments. The proposed FY 10
Operating Budget at the Maintenance of Effort level will continue to require a reduction of almost
every budget line item. (TAB 3)

Our Board has reviewed the Maintenance of Effort waiver request submitted to the State
Board of Education by our County Commissioners. While we understand the current economic
environment is challenging, our Board is unable to support this waiver request. Worcester County
has the second lowest property tax rate in the state and the lowest income tax rate in Maryland.
(TAB 2, Exhibits 4.1 and 4.4) While the Board does not advocate any increase in taxes, a one cent
yield in county real property tax rates would result in $2,009,000 additional revenue to the county.
(TAB 2, Exhibit 5.7) In addition, our county reported significant FY 08 fund balances. These
included $28,491,458 identified as Unreserved in the General Fund, $17,870,025 in the Reserve
Fund, and more than $35,000,000 in a fund to address future OPEB liabilities. A major portion of
the $28,491,458 in Unreserved funds was designated for future pay-go projects.
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While the Board agrees with responsible budgeting, we believe a small portion of the
existing fund balance can and should be used to meet the FY 10 Maintenance of Effort requirement.
Another remedy for the County Commissioners might be to reduce funding of future OPEB
liabilities in the amount of $17,000,000 per year, as has been their practice in the current and
previous years. As of June 30, 2008, a total fund balance of $46,361,500 was reported for
Worcester County. (TAB 2, Exhibit 8.1)

The Board recognizes that the county has exceeded the Maintenance of Effort requirement
in the past. This commitment has resulted in the highly successful school system we have today.
The Board commends the County Commissioners for their past support and looks forward to
continuing a cooperative relationship between county government and the school system.
Nevertheless, the Board of Education strongly believes in fulfilling its responsibility and duty by
submitting a proposed Operating Budget that complies with statutory requirements and meets the
needs of our students.

In summary, the Worcester County Public School System is a top performing school
system. We rely on County Government for 76% of our operating budget. The County
Government is requesting a waiver of Maintenance of Effort to reduce county funding. A reduction
in county funding below Maintenance of Effort will prevent us from meeting our strategic Master
Plan goals approved by you and jeopardize the quality of needed and essential services that we
provide to our children.

President

PC: Members of the Board of Education
Worcester County Commissioners
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The Economic Capacity of Worcester County

Source: Overview of Maryland Local Governments, Finances and
Demographic Information, Department of Legislative Services, 2009.

Exhibit 4.1 County Real Property Tax Rates

Exhibit 4.4 County Income Tax Rates 2008-2009

Exhibit 5.1 County Assessable Base Measures for Fiscal 2009
Exhibit 5.7 One-cent Yield in County Real Property Tax Rates

Exhibit 8.1 County Unreserved General Fund Balances and
“Rainy Day” Funds

Exhibit 9.2 Maryland County Debt: Percent of Assessable Base

Exhibit 11.1 Tax Capacity and Tax Effort
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