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BOARD OF EDUCATION OF CHARLES COUNTY 
RESPONSE TO THE REQUEST FOR WAIVER OF MAINTENANCE OF 

EFFORT BY THE COUNTY COMMISSIONERS OF CHARLES COUNTY 
REPORT TO THE MARYLAND STATE BOARD OF EDUCATION 

April 9, 2009 
 
Executive Summary: 
 

The Charles County Board of Education strongly opposes attempts by the Charles 
County Commissioners to avoid maintenance of effort requirements that are prescribed 
by law. In its waiver request dated March 31, 2009, the County Government failed to 
address or meet the criteria required under COMAR 13A.02.05.04.C.(1) and Section 5-
202 of the Education Article, Annotated Code of Maryland.  The County offered no 
preponderance of evidence related to the loss of a major business or industry, an 
impediment with respect to their tax bases, inflation relative to student population 
growth, or an inability to raise sufficient revenues.  

 
Charles County is one of the wealthiest counties in the Maryland and nation and 

has enjoyed significant growth in income and surplus.  The outlook presented by bond 
rating agencies underscores the County’s financial strength and flexibility.1  The County 
has accumulated an extraordinary fund balance and used it to fund a large number of 
discretionary capital projects, renovations and equipment purchases.  There has been no 
major loss of business or industry, and the County has significant development and 
industry projects completed or underway which will yield future employment and tax 
revenue.  The County’s tax base is stable and poised for a fast recovery.  FY2009 
enrollment growth was minimal, requiring the County to allocate an increase of only 
$98,200 above the highest local appropriation of $145 million to meet the maintenance of 
effort requirement. As the tenth wealthiest Maryland county with the fifth largest 
unreserved fund balance as a percent of operating revenues, the County has the ability to 
allocate its fund balance or raise revenues to meet its statutory obligations.2 
  

It is clear that the County’s motivation for a $4.5 million waiver is based on a 
desire to pass through potential budget cuts being considered by the Maryland General 
Assembly, and to supplant or offset federal stimulus funding, which is still undetermined 
and restricted by federal and State guidelines.  These motivations are in direct 
contradiction with national and State objectives for education as set forth by the State 
Board of Education, State Superintendent of Schools, Legislature, Governor, Secretary of 
Education and President of the United States.   

 
Therefore, the Charles County Board of Education urges the State Board of 

Education to deny the waiver request based on the County’s relatively strong economic 
position and failure to prove its inability to comply with the requirements of the law. 

                                                 
1 Business Publications Business Wire, March 11, 2008 “Fitch rates Charles County, Maryland GOs 
‘AA+’; Affirms GOs at ‘AA+’” [Exhibit 1] 
2 County Unreserved General Fund Balances “Rainy Day” Funds Fiscal 2008, Maryland Association of 
Counties [Exhibit 2] 
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The Waiver Request as Presented by Charles County Government: 
 

The Charles County Government’s waiver request does not address the 
requirements of the law with any specificity. We have summarized their arguments 
below, followed by the Board of Education’s responses and conclusions.  These points 
are presented in the sequence of the original waiver request by the County. 
 
 

1. Charles County government imposed a $4.35 million cut on the school 
system in October 2008 “in cooperation with the Board of Education,” 
and that cut should be the new base threshold for FY2010. 
 

Board of Education Response: 
 
On June 28, 2008, the County Government approved the Board of Education 
budget by category for fiscal year 2009 starting on July 1, 2008.  Funding was set 
at $145 million. 
 
Based on this funding level, the school system implemented ratified negotiated 
agreements for wages and benefits, bus contracts were signed, and summer 
educational programs were completed.  Major repairs and renovations were also 
completed, and textbooks and materials were purchased to start the school year.   
 
In an early October 2008 “Annual State of the County” address, the County 
Commissioners presented a stable, calm and positive economic outlook for the 
County.3  Several weeks later the County declared a budget crisis and imposed an 
immediate $4.35 million budget cut on the school system. Shortly afterwards at a 
County-sponsored “Economic Development Summit,” experts acknowledged the 
current recession, but they indicated that Charles County was in a better economic 
position to recover than most other counties.4 
 
The school system had no other choice than to comply with the budget cut made 
by the Commissioners.  In order to accommodate the budget cut, the school 
system used all of its available fund balance accumulated over 14 years, in 
addition to taking other steps, including a hiring freeze on 32 unfilled positions.  
Other reductions were implemented in the areas of transportation, travel, staff 
development and health insurance OPEB funding.5  These cuts required 
reassignment of staff, increased work load and a reduction of central office and 
technology support.  
 
The County’s assertion that these cuts can be made permanent, and provide a 
justification for a maintenance of effort waiver, is not relevant to the law.  Section 

                                                 
3 Maryland Independent “Officials calm in face of economic jitters” Oct. 10, 2008 [Exhibit 3] 
4 Maryland Independent “Experts say county will weather recession” Oct. 29, 2008 [Exhibit 4] 
5 Board of Education of Charles County Agenda Item “FY2009 Budget Reductions” Oct. 27, 2008 [Exhibit 
5] 
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5-202 of the Education Article bases maintenance of effort on the previous year’s 
“highest local appropriation,” which in this case is the allocation effective July 1, 
2008.  Budget cuts made after the fact and on a temporary basis are not rationale 
for a waiver.  These subsequent cuts do not provide or support the burden of proof 
that the County’s fiscal condition significantly impedes its ability to fund the 
maintenance of effort requirement.  
 
Even with no increase in FY2010 funding, the school system must accommodate 
cost increases of significant magnitude by cutting and reallocating budget 
resources internally. Estimated increases for health insurance, transportation, 
utilities, contracted services, pension obligations, and other major expenses are 
projected to well exceed $5.1 million.  Union negotiations have been delayed.6   
 
The County’s supposition that the cost savings measures implemented by the 
school system should be available for the County’s use ignores the fact that the 
Board of Education must balance its own budget for FY2010 and maintain high 
quality classroom instruction and programs for students in order to meet State and 
federal accountability measures. 
 

2. County revenue sources for interest income, income taxes and other 
sources are down, and the County cannot meet the maintenance of effort 
requirement.  

 
Board of Education Response: 
 
With respect to the law, a temporary projected decline in revenue is not sufficient 
rationale to support a waiver. The County has a strong underlying economy, 
significant reserves, and an ability to levy sufficient tax to meet maintenance of 
effort obligations. The County’s request was clearly made in anticipation of 
unknown actions by the legislature and expected stimulus funding. 
 
The Board recognizes that the national recession has had implications for 
municipal revenues.  The degree to which they have declined or will stay 
suppressed is relative to a number of factors including the potential for an 
economic recovery. These factors vary regionally and nationally.  Charles County 
stands as one of the wealthiest counties in median household income (ranked 
fourth in the State, 20 percent above the State average) and total wealth (tenth in 
the State).7  The County was listed in a 2008 issue of Forbes magazine as the 20th 
richest County in the nation as measured by median household income. As of 
February 2009, the County unemployment rate of 6.0 percent stands well below 
the national rate of 8.9 percent and the State rate of 7.2 percent.8   
 

                                                 
6 Charles County Public Schools FY2010 Proposed Operating Budget-Mandatory Costs [Exhibit 6]  
7 Charles County Public Schools Exhibit Median Household Income [Exhibit 7]  
8 Charles County Public Schools Exhibit Unemployment [Exhibit 8] 
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The employment base is largely tied to federal government and related 
professional services, which has been insulated to a large degree from the 
recessionary pressures seen elsewhere.9  Congress is considering pay raises of 2.9 
percent plus step for civilian federal workers.10  The County will most likey 
benefit from increases in income tax revenues related to federal pay raises.   
 
The County cites its anticipated financial position as significantly impeding its 
ability to fund the maintenance of effort requirement.  However, reports by bond 
rating agencies and information contained in its annual report all present a more 
positive and stable financial outlook.11  Future projects that are anticipated to 
increase tax revenue and provide new employment include a power generation 
plant, technology office park, and housing and land development projects.  These 
projects are expected to help offset current revenue reductions once the economic 
recovery takes place.  Likewise, investment income is not expected to be 
permanently suppressed.   
 
It would appear that the County may be too conservative in developing financial 
forecasts for FY2010.  The County has a history of underestimating revenues and 
overestimating expenditures as noted in a report commissioned by the Education 
Association of Charles County (“Charles County Fiscal Review for FY2009 and 
FY2010” prepared by R.J. Pellicoro Associates).12  These forecast errors usually 
benefit the County in the form of significant additional fund balance.  The 
County’s wealth, employment, labor market, and financial flexibility all point to 
its ability to meet the obligations of maintenance of effort, making any use of 
fund balance temporary and reversible. 
 
 

3. County budget allocations to agencies comprise a majority of its budget, 
and the County cannot afford state cuts solely using the remaining 
discretionary amount. 

 
Board of Education Response: 
 
The County has a statutory responsibility to levy an annual tax sufficient to 
provide a funding level for public education according to the formulas articulated 
in Section 5-202 of the Education Article.  While the law refers specifically to the 
word “tax,” the true test is whether the funding level for education as 
implemented can be deemed “sufficient.”  The County’s assertion that most of its 
expenditure budget is fixed is not relevant to the law.  
 

                                                 
9 Charles County Public Schools Exhibit Average Annual Employment and Forbes Magazine “America’s 
Richest Counties” [Exhibit 9] 
10 USA Today “Federal Workers May Get Bigger Raises” April 3, 2009 [Exhibit 10] 
11 Maryland Independent “County stirred by price of bonds” March 26, 2008 [Exhibit 11] 
12 R.J. Pellicoro Associates “Charles County Fiscal Review FY 2009 & FY 2010 Feb. 24, 2009 [Exhibit 12] 
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The County’s own senior staff has presented a number of options in public 
meetings for resolving budget shortfalls.  These have included revenue increases, 
use of fund balance, streamlining government operations and addressing losses 
related to unprofitable ventures in enterprise funds.  The County Commissioners 
have rejected the use of fund balance or revenue generating options, although 
consideration of those options is warranted by the law. 
 
In contrast, the school system cannot generate its own revenues and does not have 
independent taxing authority.  Many of its services are mandated by law, subject 
to regulation, additional maintenance of effort requirements, supplanting 
restrictions and federal accountability benchmarks for funding. 
 
 

4. The County has funded the school system in the past above the 
maintenance of effort level and above the Consumer Price Index, which is 
sufficient rationale to fund the school system below the maintenance of 
effort level moving forward. 

 
Board of Education Response: 
 
Past funding above a prior maintenance of effort level or above a consumer price 
index measure is not justification for the current wavier request. 
 
The entire premise of the State’s Bridge to Excellence legislation was to address 
the concept of adequacy in education, to promote high quality and high standards, 
and to recruit, train and retain highly qualified teachers. Funding education above 
consumer price index levels was an intentional State initiative to address the issue 
of “adequacy” as developed by the Thorton Commission.  The legislature 
subsequently commissioned an independent study by MGT of America, Inc. 
(MGT) entitled “Evaluation of the Increased State Aid to Local School Systems 
through the Bridget to Excellence Act.”13  Published in December 2008, the study 
confirmed the direct correlation between additional funding and student 
achievement.  It also noted that increases in local county aid did not match the 
same level of commitment made through state funding.  
 
As the State adopted and funded Bridge to Excellence as a statewide initiative, the 
County did not match and maintain relative funding to State levels or increases.  
Over time, the ratio of County to State funding for the school system fell from 
52.0 percent to 48.5 percent.14  County increases on a compound annual rate were 
3.1 percent less than the increases in State funding.  A large portion of new 
County funding was allocated to address the significant costs related to opening 
four new schools in four years. 
 

                                                 
13 Maryland State Department of Education (MSDE) Bulletin “Maryland’s Education System Ranks 
Number One Overall” Jan. 16, 2009 [Exhibit 13] 
14 Charles County Public Schools Exhibit County Proportions [Exhibit 14] 
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Maryland was recently recognized in several national reports as the number one 
school system, and also tops the nation in advanced placement achievement and 
participation. Both awards are a credit to the goals and funding set forth in Bridge 
to Excellence.  Charles County Public Schools has met Adequate Yearly Progress 
(AYP) as a system and has never had a school on the state’s improvement list.  
The school system has exceeded the State average in the 20 reporting areas of the 
Maryland State Assessments (MSA), made significant gains in minority 
achievement, increased the number of advanced placement course offerings and 
students in those classes, exceeded State and national averages on the SAT and 
implemented extensive after-school, summer and Science, Technology, 
Engineering and Mathematics (STEM) related programs.  These accomplishments 
are noteworthy considering that the school system has undergone large population 
shifts. 
 
Funding increases over past years were part of a statewide commitment to 
education enacted by the legislature.  Funding below a maintenance of effort level 
not only impedes but reverses the progress and initiatives of only a few years ago 
and most certainly is in contradiction to both State and national priorities.  
 

 
5. The County has adopted excise taxes to support new school construction. 

 
Board of Education Response:  
 
The County imposed an excise tax on new housing in order to partially offset debt 
service for new school construction. This argument is not relevant in context to 
the maintenance of effort waiver, which addresses funding for the school system’s 
operating budget.  
 
The County adopted an ambitious housing development plan which necessitated 
local funding for new school construction.  None of the funding related to excise 
tax or developer fees was used to offset the school system’s significant operating 
costs required to open and staff new schools. 
 
A majority of Charles County’s schools are over capacity, and the school system 
has the highest percentage of portable classrooms in the State, measured on a per 
student basis.  The large influx of students related to new housing development 
has required hiring significant numbers of new staff, and significant purchases of 
equipment and materials, none of which is funded through the excise tax. 
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6. The County has eliminated its flexibility by spending or designating most 
of its fund balance.  
 

Board of Education Response:  
 
The County’s recent use or designation of fund balance demonstrates the great 
degree of flexibility on its part to use fund balances for projects of its own 
choosing.  The County also has this option to meet legally mandated maintenance 
of effort requirement. 
 
The County enjoyed huge revenue surpluses and accumulated large fund balances 
over the past several years.  In the past five years the County accumulated 
unreserved surplus has grown from $15.5 million to $52.3 million at the start of 
this fiscal year. It reached a peak at $70.8 million in FY2007.15  At the start of 
FY2009 the County’s fund balance ranked among the highest in the state when 
measured as a percent of its operating revenues. 
 
The County has subsequently internally designated or transferred its fund balance 
for various specified and unspecified projects.  Doing so gives the appearance of 
reduced flexibility.  The County does have the option to reassess and redesignate 
fund balance to bridge the gaps in its financial estimates.  Since these funds are 
designated by the Commissioners, they can also be undesignated at their 
direction. 
 
 

7. Funding at maintenance of effort will have additional negative impacts on 
the citizens of Charles County already impacted by the economy. 

 
Board of Education Response:  
 
The County has politicized that a tax increase and its potential strain on citizens is 
a foregone conclusion to meeting the maintenance of effort requirement.16  The 
report commissioned by the Education Association of Charles County (Pelicoro 
Associates) refutes the need for a permanent tax increase and cites other available 
options.  
  
The school system is the largest employer in the County with more than 3,500 
full-time and 1,500 part-time employees.  These are also citizens who own or rent 
homes in the county, pay county income and property taxes, and contribute to the 
local economy through personal spending.  The County Commissioners fail to 
recognize that a reduction in funding to the school system has significant 
implications for the local economy.   
 

                                                 
15 Charles County Public Schools Exhibit Fund Balance [Exhibit 15] 
16 Charles County Government Press Release “Board of Education Presses for Tax Increase during 
Recession” April 1, 2009 [Exhibit 16] 
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Long term economic viability depends on a quality school system.  A major goal 
of the County is to maintain a nationally recognized school system which will 
help create a qualified workforce to attract economic development.  The school 
system’s tremendous success under Bridge to Excellence has addressed this goal.   
 
As affirmed in the MGT study on Bridge to Excellence funding, there is a direct 
correlation between education funding and achievement. A decline in funding and 
the resulting reduction in educational system quality will have negative impacts 
for the County. Imposing cuts which may require terminating school system 
employees will increase unemployment and potential foreclosures, further erode 
the local economy and have a detrimental impact on real estate values. 
 
A school system in crisis is certainly not good for economic recovery and future 
viability of the County.  If indeed a tax increase was the only option to be 
considered by the Commissioners, a relatively small change in tax rates would 
yield sufficient revenues to meet legal obligations.  

   
 

8. The school system will receive stimulus funding through the federal fiscal 
stabilization act. 
 

Board of Education Response:  
 
Funding education is a shared responsibility between the State and the County. 
Counties have considered relative funding from other sources when determining 
funding above the maintenance of effort level.  However, the very essence of the 
maintenance of effort law is to ensure that counties do not shirk their 
responsibility relative to the investment made by the State and Federal 
Government.  
 
The County has taken the position that funding from another agency (State or 
federal) somehow relieves its own responsibility to fund education.  This fact was 
evidenced when the State enacted Bridge to Excellence, and County funding fell 
in proportion to the State’s investment.  
 
To date, the Maryland State Department of Education has not published any final 
analysis of State funding to local education agencies.  Most of the discretionary 
stimulus funding recently provided to Maryland appears to replace cuts to 
education in earlier versions of the FY2010 State budget.  It appears that all 
federal stimulus funding will be subject to maintenance of effort requirements and 
other restrictions.  The County has relied on misinformation and unverified data 
to formulate their request for a waiver as indicated in their own press release and 
confirmed by Maryland State Department of Education staff.17  
 

                                                 
17 E-mail from the Maryland State Department of Education [Exhibit 17] 
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Implications of a Waiver: 
 

An unsubstantiated waiver will set a dangerous precedent and most certainly have 
a devastating impact on education programs, students, parents, and teachers.  The school 
system has endured several rounds of budget reductions to date which have been 
addressed with one-time savings and the surrender of its fund balance.  Due to the 
recession, turnover and retirements are minimal, and the school system’s ability to 
restructure without terminating filled positions is unlikely.  Many of the after-school and 
summer educational programs will be curtailed or eliminated.  Union negotiations will 
likely lead to impasse and protracted labor issues. 

 
 Charles County Public Schools has made remarkable progress over the past 
several years and has embraced the accountability requirements of both Bridge to 
Excellence and No Child Left Behind.  Adequate funding of the school system has a 
direct correlation to achievement as verified by the MGT report. 
 

The State Board of Education must consider the implications a waiver has on 
funding and precedent. There are unanswered questions regarding the permanency of the 
funding reductions, the threshold for funding in subsequent years, the impact on 
secondary maintenance of effort requirements for Special Education and the precedent 
for future waivers.  

 
 

Summary Conclusions: 
 

Charles County Government has not articulated a sufficient argument to warrant a 
waiver of the maintenance of effort law. The County has failed to meet any of the 
essential requirements under which a waiver should be considered. The County 
Commissioners have only presented their desire to not take the necessary and appropriate 
steps to provide minimal funding to education as required by the law. 

 
The Governor and legislature have done their best to develop a budget which 

would protect the investment in education that was envisioned through the Bridge to 
Excellence legislation.  The Obama Administration has promoted investment in 
education a national objective.  To grant Charles County maintenance of effort waiver 
contradicts the national and State intent to maintain and support education as a primary 
objective for economic recovery. 

 
We respectfully urge the State Board to deny the maintenance of effort waiver for 

Charles County. 
 
















































































