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Agenda
Welcome Opening Julie Hummer
Remarks
Introductions & Reports from Board Members Information | Julie Hummer/ 15 min.
All
Bill Decisions Discussion | Julie Hummer/ | 60 min.
e HB 15 - Certificate of Dental Health & John Woolums/
» HB 19 - School Year Min. Days or Hours Decisions | All
¢ HB 147 - Dual Enroliment Teachers Qual.
¢ HB 208 - Fem. Hygiene Products in Schools
e HB 327 - SROs Prohibited Conduct
o HB 328 - School Discipline Data Collection
+» HB 331 - Medical Cannabis in Schools
¢ HB 403 - Immigration Enforcement
e SB 34 - ID Scanning Limits & Exceptions
o SB 258 - Automated Partition Controls
s Others
State Budget Overview Information | John Woolums/ | 30 min.
» Education Budget Highlights (SB 190) & All
» Capital Budget Highlights (SB 191) Discussion
Issue Updates Information | John Woolums/ | 15 min.
¢ Built to Learn Act (HB 1/SB 1) & All
» House hearing held on Jan. 23 Discussion
* Bill to Fix HB 486 from 2019
Legislative Committee Calendar Information | Julie Hummer/
¢ Next meeting on Monday, Feb. 10, 2020 All
o [ egislative Day - Thursday, Feb. 13, 2020
Adjournment Closing Julie Hummer

Remarks




Decision Bills

» HB 15 - Certificate of Dental Health - Beginning in the 20222023 school year, each student
enrolled in a public elementary or secondary school in the state shail submit to the school a
certificate of dental health on a schedule established by MSDE. MSDE must adopt
regulations, in consultation with the Dept. of Health, to establish standards for periodic dental
exams and a standard form. (Hearing 1/28)

e HB 19 - Education - Required Number of School Days or Hours - This bill requires a
public school to be open for student attendance either 180 days or a minimum of 1,080 school
hours during a 13-month period in each school year, unless normal school attendance is
prevented because of natural disaster, civil disaster, or severe weather conditions. (Hearing
1/28)

» SB 34 - Consumer Protection - Scanning or Swiping ldentification Cards and Driver's
Licenses — Prohibition - This bill prohibits a person from (1) using a “scanning device” to
scan or swipe an identification card or a driver's license to obtain personal information; (2)
retaining any information collected from scanning or swiping an identification card or a
driver's license; or (3) selling or transferring any information collected from scanning or
swiping an identification card or driver's license except as required by law. The bill also
specifies the circumstances in which the scanning or swiping prohibitions do not apply.
Violation of the bill is an unfair or deceptive trade practice under the Maryland Consumer
Protection Act (MCPA), subject to MCPA's civil and criminal penalty provisions. (Hearing
1/29) '

e HB 147 - Education - High School Teachers Teaching Dual Enrolilment Courses -
Qualifications - Requiring certain county boards of education to aliow a high school teacher
to teach a dual enrollment course offered by an institution of higher education if the teacher
meets certain criteria; defining a certain term; and generally relating to the qualifications of
high school teachers teaching dual enrollment courses offered by institutions of higher
education. (Hearing 1/30)

e HB 208 - Public Schools - Provision of Menstrual Hygiene Products - Requiring each
county board of education to ensure that each public school provide, at no charge to students,
menstrual hygiene products via dispensers in the restrooms at the school; requiring a public
school to install menstruai hygiene product dispensers in at least two restrooms on or before
October 1, 2020, and in all restrooms on or before August 1, 2024. (Hearing 1/30)

« SB 258 - Public Schools - Electric Retractable Room Partitions - Operation
Requirements - Prohibiting school employees from operating an electric retractable room
partition in a public school except under certain circumstances; requiring any annual safety
review, evaluation, or exercise for school employees in a certain school building to include
certain information and demonstrations; and requiring the State Department of Education to
develop and disseminate model safety guidelines on the safe operation of electric retractable
room partitions. (Hearing 2/4)

e HB 327 - School Resource Officers - Prohibited Conduct - Prohibiting a school
administrator or school safety coordinator from directing a school resource officer (SRO) to
enforce discipline-related school policies, rules, regulations, or procedures. It also bars an
SRO from unilaterally enforcing discipline-related school policies, rules, regulations, or
procedures, and requires that training provided to them reflect that prohibition. (Hearing 2/5)
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» HB 328 - School Discipline Data Collection - Requiring MSDE to make public in an
accessible and disaggregated electronic spreadsheet format all discipline-related data as a
data download on the Maryland Report Card website at the state level, local school system
level, and school level. Data must be disaggregated by grade level, race, ethnicity, special
services, and gender, related to any disproportional disciplinary practices. Lowering the risk
ratio and state comparison threshold used for identifying action for schools with high
disproportionality from 3.0 to 2.0. (Hearing 2/5)

e HB 331 - Medical Cannabis in Schools - Requiring MSDE and the Natalie M. Laprade
Medical Cannabis Commission, on or before December 1, 2020, to develop guidelines, for
public schools regarding the administration of medical cannabis to students who are
qualifying patients under State law during school hours and school-sponsored after—school
activities. The guidelines must include procedures for educating school nurses on issues
relating to medical cannabis, including: (i} the state’s medical cannabis program; (ji) federal
and state laws and regulations; (iii) professional licensure and civil and ctiminal liability
issues; (iv) cannabis pharmacology and research associated with the medical use of
cannabis: and (v) safety considerations for patient use of cannabis as it relates to a school
setting. (Hearing 2/5)

o HB 403 - Immigration Enforcement — Public Schools, Hospitals, and Courthouses —
Policies - Authorizing public schools, hospitals, and courthouses to establish and publish
policies that limit immigration enforcement on their premises to the fullest extent possible
consistent with federal and State law based on guidelines developed by the Maryland
Attorney General. (Hearing 2/11)

Budget Highlights
+ DLS Fiscal Briefing
+ Governor's Budget Highlights
« MABE Education Advocate (Jan. 17, 2020)

Issue Updates

The Built to Learn Act

e Built to Learn Act (HB 1/SB 1) - Requiring or authorizing, under certain circumstances,
the Maryland Stadium Authority to contract for, manage, and oversee certain public
school facility projects; authorizing the Prince George's County government and Board of
Education to enter into a certain public-private partnership to enhance the delivery of
public school construction projects in the county; requiring the Governor, beginning in
fiscal year 2020, to include in the annual budget certain supplemental funding to be used
for certain educational purposes; etc. (MABE Position: Support w/Amendments)

s Fiscal and Policy Note

 MABE Testimony (Support w/Amendments)

¢ MACo Testimony (Support w/Amendments)




Bill Highlights

« HB 7 - Environment — Public and Nonpubiic Schools — Inspections for Mold Hazards
and Mold or Moisture Problems - This bill requires the Maryland Department of the
Environment (MDE), in consultation with the Maryland State Depariment of Education
(MSDE), the Department of General Services (DGS), and Maryland Qccupational Safety
and Health (MOSH), to adopt regulations to require periodic inspections of occupied
schools in the State for the presence of a “mold hazard” or a “mold or moisture problem,”
as specified. The bill outlines steps that must be taken if mold issues are identified. Waivers
from the required inspections may be granted under specified circumstances. Before
adopting the required regulations, MDE must gather specified information and convene a
stakeholder group. The bill also establishes reporting requirements. The bill takes effect
July 1, 2020. (MABE Position: Oppose)

* HB 184 - Special Education - Judicial Actions - Attorney's Fees and Related Costs -
Authorizing a court to award attorney’s fees and related costs, including expert witness
fees, to the parent of a child with a disability who is the prevailing party in a special
education proceeding. (MABE Position: Oppose)

Legislative Committee Calendar

* January 6, 2020 — Legislative Forecast & Updates (FRN meeting to follow 12:30-
1:30)
January 8, 2020 — First Day of the 2020 Legislative Session

¢ January 27, 2020 — Bill Status & Decisions
February 1-4, 2020 — FYI - NSBA Equity Symposium & Advocacy Institute, DC

o February 10, 2020 - Biil Status & Decisions

e February 13, 2020 - MABE’s Legislative Day Luncheon
To be held in the Miller Conference Center West, Miller Senate Building,
Annapolis
(10:00 - 11:00 a.m. Legislative Committee Meeting; followed by 11:00 a.m. —
1:00 p.m. Luncheon with Remarks from Guest Legislative Leaders)

e March 2, 2020 — Bill Status & Positions

» March 16, 2020 — Bill Status & Positions

e March 30, 2020 — Bill Status & Positions
April 6, 2020 — Session Adjourns “sine die”

» April 27, 2020 — Session Summary




o - Budget in Bri f )

Strong Financial Stewardship

The FY 2021 general fund budget grows by only
1.0%, while total fund budget growth amounts
to only 1.5%.

The governor’s budget exceeds the legislature’s
guidelines by leaving a Rainy Day Fund balance
of 6.25% of revenues--$242 million more than
the statutory requirement--and a cash surplus
greater than $100 million.

When combining the FY 2021 ending fund bal-

ance and the funds available in the Rainy Day |
Fund, the state has more than $1.3 billion in |

reserves.
Building on the Hogan administrations com-

mitment to shoring up the pension system, for !

the fifth year in a row, the budget proposal in-
cludes a pension payment that is $75 million
more than is actuarially required. In FY 2021,
pension funding totals $1.69 billion. Currently;

the pension system. is funded at 72.9%, com- |

pared to 69.7% in FY 2015. This rate of growth
puts the system well on the way to the 80%
benchmark for a well-funded pension system.
For the second year in a row, the revenue esti-
mate is reduced to account for volatility in non-
withholding personal income tax revenues. This
approach is fiscally responsible and ensures the
state budget relies on sustainable, ongoing rev-
enue growth, rather than one-time spikes.

Investments in Maryland’s Education System

The FY 2021 budget includes $250 million in
funding to support the second year of the “Ho-
gan Lockbox” to ensure that Video Lottery Ter-
minal revenue supplements education funding.
Since FY 2015, per pupil funding for K-12 edu-
cation has grown from $7,273 to $8,157 (an in-

crease of 12%).

For the fifth consecutive year, Governor Ho-
gan’s education budget goes above and beyond
statutory funding formulas to ensure that every
jurisdiction receives more direct education aid
than in the prior year.

Governor Hogans budget includes nearly $94
million to support the expansion of pre-kinder-
garten, Under the Hogan administration, state
funding to expand pre-kindergarten access has
grown by more than 2,000%.

More than $100 million in additional funding
above current law will be dedicated over the
next two years to expand access o early sup-
port and interventions for children and their
families, including high-quality, full-day pre-
kindergarten for three- and four-year-olds.

The governor has also committed more than
$30 million above current law over two years to
fund Concentration of Poverty Grants to pro-
vide full-time coverage of health care practitio-

ners and community school coordinators.

RECORD COMMITMENT TO EDUCATION

Sixth consecutive year of record funding--nearly $7.3 BILLION in Y 2021

FULL funding of ALL education formulas AND Kirwan Commission recommendations

More than $350 MILLION dedicated to Blueprint for Maryland’s Future initiatives

EVERY jurisdiction receives an increase in direct aid




The full amount of state transfer tax revenues avail-
able in FY 2021, $156 million, is budgeted for its in-
tended purposes of funding Program Open Space
and other land preservation programs, recreational
facility projects, and related uses. On top of that,

from Program Open Space dating back to FY 2006.
These paybacks will continue through FY 2030.

Other sources of capital funds include federal
grants, revenue bonds issued by the University Sys-
tem of Maryland, and other, legally dedicated spe-
cial funds.

K-12 Education

The FY 2021 capital budget for school construction
totals a new record level of $733 million. This year ...

begins a new initiative to substantially meet the
state’s school construction needs over the next four
years. The Building Opportunity Fund initiative
will provide $2.2 billion in new school construction
funding. The proposed new funding is in addition
to the $1.6 billion in GO bond funding for school
construction currently included in the state’s five-
year CIP. Over five years, the proposed state invest-
ment totals nearly $3.9 billion.

The governor’s proposed budget will use a portion of
casino revenues to fund 30-year revenue bonds to-

taling $2.2 billion for school construction projects.

Beginning in FY 2021, revenue bonds will fund two
initiatives that will supplement the $329 miilion in
(GO Bond funding already planned for school con-

struction: the Building Opportunity Fund and a |
revolving loan fund to assist local governments in !
meeting matching fund requirements. The revenue |

bonds will also fund the Healthy Schools Facility
Fund and various school safety improvements.

The Building Opportunity Fund along with tra-
ditional school construction dollars, will provide |

funding to cover all of the projects requested by
local school systems from 2020 through 2024. The
new construction projects are estimated to create
more than 27,000 new jobs over the four-year con-

- struction period.
$44 million from state general funds are provided | |
to repay a portion of the funds that were diverted !

FY 2021 School Construction Funding

(Millions of $)
GO Bonds
Public School Construction Program 280.0
i Supplemental Capital Grant Program 40.0
. Aging Schools Program 6.1
Non-Public Aging Schools Program 3.5
Subtotal GO Bonds 329.6
General Funds
Non-Public Schools Safety :
Improvements 3.5
Subtotal General Funds 3.5
. Revenue Bonds
Building Opportunity Fund 340.0
t Local School Costs Revolving
Loan Fund 20.0
Healthy Schools \ 30.0
School Safety Improvements 10.0
-~ Subtotal Revenue Bonds 400,0
TOTAL 733.1
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Quick Look at Fiscal 2021 Budget

Budget Growth
(3 in Millions)
FY 2020 Plan FY 2021 Plan § Change % Change
All Funds $47,203 $47,951 §747 1.6%
General Fund 19,479 19,675 197 1.0%
General Fund:
Excluding Rainy Day Fund Appropriation 19,035 19,068 634 3.3%

The Governor’s spending plan leaves a general fund balance of $414.4 million at the end
of fiscal 2020 and $108.5 million at the end of fiscal 2021. The Rainy Day Fund ends
fiscal 2021 with a balance of $1.2 billion (6.28% of general fund revenues). Combined
cash balances at the close of fiscal 2021 of $1.3 billion equal 6.8% of general fund
revenues.

The Administration’s balancing plan rests on a Budget Reconciliation and Financing Act
(BRFA) that reduces general fund spending by $530.6 million and generates $157 million
of revenue.

BRFA revenue actions slow efforts to reduce the State’s reliance on capital gains and divert
fiscal 2020 funds earmarked for repayment of Program Open Space to the General Fund.
The largest BRFA. spending reductions are a $284.4 million appropriation to the Rainy Day
Fund and $83.3 million of payments to address unfunded liabilities. Scheduled increases
for nonpublic higher education institutions, community colleges, and health care providers
are also reduced.

The Spending Affordability Committee (SAC) set a goal of eliminating the structural deficit
forecast for fiscal 2021. The Administration’s budget reduces but fails to eliminate the
structural gap for fiscal 2021, leaving a structural deficit of about $37 million.

The Department of Legislative Services (DLS) forecasts a structural deficit of $701 million
in fiscal 2022 and $1.1 billion (5% of general fund revenues) by fiscal 2025. The shortfalls
are exacerbated by the Governor’s plan to allocate $1 billion of general funds to
transportation needs and targeted tax relief from fiscal 2021 through 2025.

Budget Outlook
($ in Millions)

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025

Cash Outlook $108 -$833 -$1,135 -$1,201 -$1,298
Structural Outlook =37 -701 =905 -984 -1,071



. The Administration proposes tax relief for military retitees, hometown heroes (police, fire,
ctc.), and solar companics. The proposals are phased in with revenue losses of
$17.9 million in fiscal 2021, growing to $47 million by fiscal 2025.

. The budget assumes the Governor will not release almost $238 million of funds restricted
by the General Assembly in the fiscal 2020 budget for legislative priorities. The Governor
does propose funding about $16 million of those priorities with deficiency appropriations.

Other Key Features

. K-12 education formulas and Blueprint mandates are fully funded with an additional
$9.4 million of discretionary funds provided to hold harmless the four jurisdictions
(Baltimore City and Dorchester, Garrett, and Queen Anne’s counties) whose direct aid
declines and allow every jurisdiction to receive an increase of $100.000.

. Tuition for in-state students at the University System of Maryland and Morgan State
University grows 2.0%. .

. Rates for most health service providers increase by 2.0% rather than the mandated 4.0%.
Rate increases for human service providers, which are not mandated to grow by a specific
rate, are capped at 2.0%.

. A 2.0% general salary increase for State employees is funded effeciive January 1, 2021, at
a cost of $53.4 million in general funds. Members of the State Law Enforcement Officers
Labor Alliance teceive a 4% general salary increase and a merit increase effective
July 1,2020, at a general fund cost of $13.8 million. .

. General funds, rather than Transportation Trust Funds, support $125 million of the
$167 million mandated capital grant to the Washington Metropolitan Area Transit
Authority (WMATA). Annual general fund grants of $167 million to WMATA are
programmed in the Administration’s forecast for fiscal 2022 through 2025.

. $10 million of general funds is budgeted to assist with capital improvements to the Howard
Street Tunnel, and a BRFA provision diverts $5 million of Baltimore City’s Highway User
Revenues to the same purpose in fiscal 2021 through 2024,

. Capital spending is funded at the SAC-recommended level of $1,095 million.

. The budget dedicates $333.1 million to school facility needs, including $329.6 million of
general obligation bonds and $3.5 million of cash. The Governor also anticipates issuing
$400 million of revenue bonds contingent on enactment of school construction legislation.




Public Schools
County/Municipal
Community Colleges
Libraries

Local Health

Total

Public Schools
County/Municipal
Community Colleges
Libraries

Local Health

Total

State Aid by Governmental Entity

Amount and Percent of Total

State Funds
($ in Millions)

FY 2021
State Aid Amount

$7.214.8
768.8
349.0
83.8
60.0

58,476.5

Change in State Aid

State Funds
($ in Millions)

FY 2021
Aid Change

$212.9
58.9
18.4
0.7

0.9
$291.8
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Percent
of Total

85.1%
9.1%
4.1%
1.0%
0.7%

100.0%

Percent
Change

3.0%
8.3%
5.5%
0.8%
1.6%
3.6%



State Aid by Major Programs

NTI: net taxable income

State Funds
($ in Millions)
2020-2021 2020-2021
2019 2020 2021 $ Change % Change
Public Schools
Foundation Program $3,0562  $3,1404  $3.2184 $78.0 2.5%
Geographic Cost Index 141.6 145.5 149.5 4.1 2.8%
NTI Education Grant 62.5 65.3 69.7 44 6.8%
Declining Enrollment Grant' 18.7 18.9 7.6 -11.3 -59.6%
Hold Harmless Grant 13.0 11.9 9.4 -2.5 -21.2%
Kirwan Blueprint Funding’ 0.0 251.6 294.7 43.1 17.1%
Compensatory Aid 13083  1,3304 13632 32.8 2.5%
Student Transportation 282.6 303.0 3102 7.1 2. 4%
Special Education — Formula Aid 280.8 303.3 3149 11.6 3.8%
Special Education — Nonpublic Placements 123.5 121.5 123.9 2.4 2.0%
Limited English Proficiency Grant 288.0 311.1 3482 37.2 11.9%
-Guaranteed Tax Base 482 437 41.2 -2.5 -5.6%
Head Start/Prekindergarten’ 29.4 50.8 752 24.4 48.1%
Other Education Programs 134.7 136.6 138.3 1.6 1.2%
Subtotal Direct Aid $5,797.5 $6,234.0 36,4645 $230.5 3.7%
Retirement Payments $732.9 $767.9 $750.3 -$17.6 -2.3%
Total Public School Aid $6,530.4  $7.001.9 $7,214.8 $212.9 3.0%
Library Aid $79.2 $83.2 $83.8 $0.7 0.8%
Community College Aid $321.7 $330.7 $349.0 $18.4 5.5%
Local Health Grants $51.9 $59.1 $60.0 $0.9 1.6%
County/Municipal Aid
Transportation $247.2 $261.7 $270.0 $8.3 3.2%
Public Safety 1323 148.2 1832 35.0 23.6%
Disparity Grant 140.8 146.2 158.3 12.1 8.3%
Gaming Tmpact Grant 92.8 93.7 95.0 1.3 1.3%
Teacher Retirement Supplemental Grant 217 277 279 0.0 0.0%
Other Grants 27.3 324 346 2.3 7.0%
Total County/Municipal Aid $668.1 $709.9 $768.8 $58.9 8.3%
Total State Aid $7,651.2  §8,184.7  $8,476.5 $291.8 3.6%

'Funding for Kirwan proposals in fiscal 2021 inchides $7.6 million jn declining enrollment grants and $45.6 million in prekindergarten
expansion grants, for a totel aid amount of $347.9 milfion. '
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Capital Budget — All Funds

Uses

State Facilities

Healih/Social

Environment

Public Safety

Education

Higher Education
Housing/Economic Development
Local Projects

Subtotal

Transportation

Public School Construction — Building
Opportunity Fund

Total

Fands

General Obligation (GO)

Additional GO from Deauthorizations
Revenue Bonds

General

Spectal

Federal

Transportation

Total

Note: Fiscal 2020 figures are adjusied for $194.5 millHon of withheld general funds restricted by the General Assembly
and not released by the Governor. Fiscal 2021 figures are adjusted to reflect $38.2 million in general funds budgeted
in the Dedicated Purpose Account for transfer tax repayments required by Chapter 10 of 2016. Figures include general
fund appropriations for the Historic Revitalization Tax Credit, which is not part of the Governor’s annual Capital

Improvement Program.

Fiscal 2020 and 2021
(% in Millions)

2020

$138.3
86.6
486.8
572
3789
341.0
173.8
85.2
$1,747.8

$2,864.0

$0.0

$4,611.8

$1,085.0
72

34.0
77.0
428.0
116.6
2,864.0

$4,611.8

30

2021

$63.5
30.4
553.4
63.0
340.8
410.7
207.6
432
$1,712.6

$2,553.6
$400.0

$4,666.2

$1,095.0
9.1
432.0
63.9
431.0
8l.6
2,553.6

$4,666.2

Variance

-§74.8
-56.2
66.6
5.8
-38.1
69.7
338
-42.0
~$35.2

-$310.4
$400.0

$54.4

$10.0
1.9
398.0
-13.1
3.0
-35.0
-3104

$54.4



HB 1

Department of Legislative Services
Maryland General Assembly
2020 Session

FISCAL AND POLICY NOTE
First Reader
House Bill 1 (The Speaker, et al.)

Appropriations

Built to Learn Act of 2020

This bill authorizes the Maryland Stadium Authority (MSA) to issue up to $2.2 billion in
revenue bonds, backed by annual payments from the Education Trust Fund (ETF)
beginning in fiscal 2022 that phase up to $125 million annually by fiscal 2024, for public
school construction projects in the State, including to support a possible public-private
partnership (P3) agreement for Prince George’s County. It also increases or extends
mandated State funding for supplemental public school construction programs, and
establishes a new special fund and mandate for the highest priority school facilities. The
bill takes effect July 1, 2020, except the priority funding mandate takes effect
July 1, 2022, and additional contingent provisions take effect July 1, 2026.

e

Fiscal Summary

State Effect: A portion of ETF revenue, phasing up to $125 million annually beginning
in FY 2024, is dedicated to debt service on MSA revenue bonds, a possible P3 agreement,
and MSA program costs beginning in FY 2022 (not shown in the table). In addition,
$500,000 in ETT funds is allocated to MSA. for start-up costs in FY 2021. General fund
expenditures increase by $190,400 beginning in FY 2021 for program administration.
Pay-as-you-go (PAYGO) general fund expenditures increase by $30 million in
FY 2022 for the Healthy School Facility Fund, and by $40 million annually beginning in
FY 2023 for priority school capital grants, with special fund revenues and expenditures
increasing commensurately. This bill establishes mandated appropriations beginning
in F'Y 2022 and increases existing mandated appropriations beginning in FY 2027,

(in dollars) FY 2021 FY 2022 FY 2023 FY 2024 FY 2025
SF Revenue $0 $30,000,000  $40,000,000  $40,000,000  $40,000,000
GF Bxpenditure $190,400 $231,300 $237,100 $245,200 $253,600
SF Expenditure $500,000  $30,000,000  $40,000,000  $40,000,000  $40,000,000
PAYGO GF exp $0 $30,000,000  $40,000,000  $40,000,000  $40,000,000
Net Effect ($690,400)  ($30,231,300)  ($40,237,100)  ($40,245,200)  ($40,253,600)

Notelf) = decrease; GFF = general finds; FF = federal funds; SF = special funds; - = indeferminale increase; (-) = indeterminate decrease




Local Effect: Local revenues for public school construction projects increase by an
estimated $2.0 billion over several years beginning in FY 2022 (not including the
State P3 availability payment). Local expenditures increase for the local share of school
construction projects, including Prince George’s County expenditures for its share of the
P3 availability payment.

Small Business Effect: Potential meaningful for the construction industry.

m
Analysis

Bill Summary
Fducation Trust Fund

The bill codifies the provisions of the constitutional amendment approved by the voters at
the 2018 general election, known as the ETF lockbox. The purposes for which ETF can be
used are altered to specify that it may be used only (1) to provide funding for public
elementary and secondary education through the continuation of existing education
funding formulas and (2) to provide supplemental funding for education and public
schools. It defines supplemental funding as funding that:

. ensures access to public education that allows students to compete in the global
economy of the future;

provides high-quality early childhood education programs;

. provides opportunities for public school students to participate in career and
technical education programs that lead to an identified job skill or certificate;

. allows students to obtain college credit and degrees while in high school at no cost
to the students;

U supports the advancement and professionalization of public educators; and

. maintains, renovates, or constructs public schools.

It requires the Governor’s annual budget submission to include at least the following
amounts as supplemental funding for public education from ETF:

$125.0 million in fiscal 2020;

$250.0 million in fiscal 2021;

$375.0 million in fiscal 2022; and

100% of the funds in ETF beginning in fiscal 2023.
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Sale of Revenue Bonds

The issuance of a bond under the bill is not directly, indirectly, or contingently a moral or
other obligation of the State, MSA, or any other governmental unit to levy or pledge any
tax or to make an appropriation to pay the bond. A bond issued by MSA to finance
improvements, construction, or renovations to a public school facility:

. is a limited obligation of MSA and is payable only with money pledged by MSA
that is made available to MSA for that purpose;

. is not a debt, liability, or pledge of the faith and credit or taxing power of the State,
MSA, or any other governmental unit; and

. may not give rise to any pecuniary liability of the State, MSA, or any other
governmental unit.

Before each issuance of bonds to finance school construction projects, MSA must obtain
the approval of the Board of Public Works (BPW) of the aggregate amount of the proposed
bond issue. At least 45 days before seeking approval from BPW for the sale of revenue
bonds, MSA must provide specified written notice to the fiscal committees of the
General Assembly.

Total debt service for all bond issuances may not exceed $30 million in fiscal 2022,
$60 million in fiscal 2023, and $125.0 million annually thereafter; it may not exceed
$100.0 million annually if Prince George’s County enters into a P3 agreement.

Beginning January 15, 2021, and each year thereafter, MSA must report to the Governor,
BPW, and the fiscal committees of the General Assembly on the progress of public school
construction and renovation projects funded by the revenue bonds. By July 1, 2030,
MSA must complete a 10-year evaluation of the effectiveness of the issuance of bonds to
finance construction and renovations of public school facilities.

Allocation of Bond Proceeds

All projects funded under the bill must be approved by the Interagency Commission on
School Construction (IAC) using the same process used for the Public School Construction
Program (PSCP). Construction contracts funded by the bond proceeds are not subject to
approval by BPW.

Proceeds of MSA’s sale of revenue bonds (including bond premiums) must be allocated to
local school systems as shown in Exhibit 1, based on the sale of $2.0 billion in bonds (as
explained below) for public school construction projects approved by IAC. The allocation
for Baltimore City must include a specified amount for a specified project. Any allocation

must be used within 10 years or be subject to reallocation. The bond proceeds provided to
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each school system represent the State share of eligible public school construction costs
under current law and regulation. The bill also alters eligible costs to include planning costs
for small school systems (discussed further below).

Exhibit 1

Allocation of Bond Sale Proceeds Under the Bill
($ in Millions)

Percent of Total Proceeds
Anne Arundel 12.5% $250.0
Baltimore City 21.0% 420.0
Baltimore 21.0% 420.0
Frederick 5.1% 102.0
Howard 6.6% 132.0
Montgomery 21.0% 420.0
Prince George’s * *
All Other Counties 11.5% 230.0
Unallocated/MSA 1.3% 26.0
Total 100.0% $2,000.0

MSA: Maryland Stadivm Authority
*Under the bill, Prince George’s County receives $25.0 million annually for up to 30 years to supplement
local funds for an availability payment if it enters into a public-private partnership agreement, subject to

other provisions in the bill.

Source: Department of Legislative Services

Project Management

In general, MSA is responsible for the construction and improvements to local school
facilities financed with the proceeds from the revenue bonds. However, except for
Baltimore City, MSA may authorize a local school board to contract for, manage, and
oversee public school facility projects under its jurisdiction. Before authorizing a local
school board to manage its projects, MSA must consider the board’s track record of
managing public school facility projects. Projects managed by MSA and local school
systems are subject to the same requirements and procedures that govern PSCP.

Before projects are approved for funding under the bill, MSA and TAC must enter into a
memorandum of understanding (MOU) with specified provisions. Also, each county,
county board, and MSA must enter into a “project MOU” with specified provisions that is
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subject to approval by TAC. One of the required provisions in the project MOU is that
priority must be given to schools that (1) are the oldest buildings in a school system;
(2)have high concentrations of low-income students; (3) have a large number of
relocatable classrooms; or (4) have high utilization based on the school’s State rated
capacity.

Any power granted to MSA under the bill may not in any way interfere with the enumerated
powers of a local school board. However, the powers of a local school board may not limit
the ability of the authority to carry out its obligations under the bill.

Unless otherwise specified in a project MOU, local school systems must deliver buildable
sites that meet specified conditions and that are free from any specified conditions that may
affect the funding or construction schedule.

Prince George’s County P3 Agreement

A P3 agreement is defined as one in which a county government and county board of
education contract with a private entity for the acquisition, design, construction,
improvement, renovation, expansion, equipping, or financing of a public school. It may
include provisions for the operation and maintenance of a school, for cooperative use of a
school or an adjacent property, and for the generation of revenue to offset the cost of
construction or use of the school.

Before Prince George’s County enters into a P3 agreement that is financed in part with
State funds for an availability payment, it must be reviewed by MSA and approved by IAC.
If Prince George’s County enters into a specified P3 agreement by July 1, 2021, MSA must
deposit $25.0 million annually, beginning in fiscal 2024 and not after fiscal 2053, into the
Prince George’s County Public-Private Partnership Fund. However, in order for
Prince George’s County to receive these annual payments, the P3 agreement must include:

) a minimum of 10 schools that will be improved, constructed, or renovated and
operated and maintained under the P3 agreement; and
. a commitment by the Prince George’s County Government and the Prince George’s

County School Board to provide the local share of the availability payment.

The bill includes specified reporting requirements related to the Prince George’s County
P3 agreement and related payments. It also requires IAC to complete an evaluation of the
P3 agreement by July 1, 2026, and to report on the results of the evaluation to the Governor
and fiscal committees of the General Assembly by December 31, 2026.
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Facilities and Financing Funds

The bill establishes two nonbudgeted funds, administered by MSA, to finance
improvements to public school facilities in the State: the Supplemental Public School
Construction Facilities Fund and the Supplemental Public School Construction Financing
Fund. Both funds are continuing, nonlapsing funds. The Treasurer must invest assets of
both funds in the same manner as other State funds; all investment earnings accrue to each
respective fund. No part of either fund may revert or be credited to the State’s general fund
or any special fund. As needed to pay debt service and other specified purposes, monies
may be transferred between the funds. Both funds must be used to supplement, but not
supplant, money appropriated to PSCP.

The financing fund includes (1) proceeds from the sale of bonds for public school facilities
that are not under a trust agreement; (2) revenues collected or received from any other
source; (3) interest earnings of the fund; and (4) any additional money from any public
source. Monies in the financing fund are pledged to and used to pay (1) debt service on
bonds issued by MSA; (2) debt service reserves under a trust agreement; (3) the annual
payment of $25.0 million to the Prince George’s County P3 fund, if required; (4) all
reasonable charges and expenses related to the issuance of bonds; and (5) all reasonable
expenses related to MSA’s management of the fund and its project oversight
responsibilities. MSA may not use any current sources of funds, whether appropriated or
nonbudgeted, to pay for any costs related to financing public school facilities under the
bill, except for specified start-up costs before bond revenues are available. Any
expenditures for start-up costs must be reimbursed from the financing fund. In fiscal 2021,
$500,000 must be provided from ETF to MSA for start-up costs.

The facilities fund includes (1) revenue transferred from the financing fund; (2) interest
earnings of the fund; and (3) any additional money made available from any public sources.
MSA may use the facilities fund as a revolving fund to pay (1) debt service on bonds;
(2) design and construction costs relating to public school facilities; (3) to the extent
authorized by federal law, any start-up costs, administration, overhead, and operations
related to management of improvements to public school facilities; (4) all reasonabie
charges and expenses related to MSA’s oversight and project management responsibilities;
and (5) all reasonable expenses related to its review of the Prince George’s County
P3 agreement, if needed.

Supplemental Capital Grant Program

The bill makes several changes to the existing Capital Grant Program for Local School
Systems with Significant Enrollment Growth or Relocatable Classrooms (EGRC). First, it
raises the mandated annual funding level from $40.0 million to $80.0 million beginning in
fiscal 2027. It also changes the definition of “significant number of relocatable classrooms™
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to mean an average of more than 250 (instead of 300) relocatable classrooms over the past
five years, beginning July 1, 2020. Finally, it requires the Governor to include funding for
the program in either the operating budget or the capital improvement program of PSCP.

Healthy School Facility Fund

The bill extends the $30.0 million mandated appropriation for the Healthy School Facility
Fund by one year, through fiscal 2022. It also clarifies how applications for
plumbing-related projects should be prioritized.

Eligible Costs and Local Cost-Share

IAC must adopt regulations that include architectural, engineering, consulting, and other
planning costs as eligible costs for a project that (1) is located in a county that has fewer
than 20,000 full-time equivalent students enrolled and (2) has received local planning
approval from TAC. This provision applies to all public school construction projects, not
just those funded by the bill. :

After calculating the local cost-share formula for each county under current law, IAC must
identify in its regulations the actual State and local cost-share percentages produced by the
formula for each county.

Public School Facilities Priority Fund and Aging Schools and School Safety Grant
Programs

The bill creates the Public School Facilities Priority Fund, effective July 1,2022, to provide
State funds to address the facility needs of the highest priority schools identified by the
statewide facilities assessment completed by IAC under current law. The bill further
specifies how the funds are to be used if the statewide facility assessment is not completed.
IAC administers the fund. In fiscal 2023 through 2026, the Governor must appropriate at
least $40.0 million to the fund in either the annual State operating or capital budget bill.
Beginning in fiscal 2027, the mandated annual appropriation increases to ati least
$80.0 million. Money expended from the fund is supplemental to and is not intended to
take the place of funding that otherwise would be appropriated for public schools in the
State.

The bill expresses intent that funding for the Aging Schools Program (ASP) and the
School Safety Grant Program (SSGP) be consolidated into the priority fund beginning in
fiscal 2027. Contingent on that consolidation, the bill repeals ASP and SSGP, effective
July 1, 2026.
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MARYLAND ASSOCIATION OF BOARDS OF EDUCATION

BILL.: House Bill 1
TITLE: Built to Learn Act of 2020
DATE: January 23, 2020

POSITION: SUPPORT WITH AMENDMENTS
COMMITTEE: Appropriations Committee
CONTACT: John R. Woolums, Esq.

The Maryland Association of Boards of Education (MABE) supports House Bill 1 because it would
launch a major and much needed school construction funding initiative. For MABE and Maryland’s
24 local school boards, the mission to provide all of Maryland’s students with high performing school
facilities conducive to learning is a top priority. The Maryland Constitution requires that the State
provide a “thorough and efficient” system of public education; and MABE believes that this includes
the duty to equitably provide safe, high quality school facilities in which all students can learn.

The Built to Learn Act represents a much needed supplemental program to the annual capital
budget for school construction, renovation and aging schools projects. MABE fully supports the
passage of House Bill 1 in order to launch this bold initiative to generate $2.2 billion in school
construction funding, through bonds issued by the Maryland Stadium Authority (MSA). MABE
believes that this legislation will build on the success of the Baltimore City 218t Century Schools
Program and support the continued implementation of the Prince George’s County Public Private
Partnership (P3) Program.

Local boards of education appreciate that House Bill 1 would phase in contributions from the
Education Trust Fund (ETF) to finance the debt service payments on the new MSA bonds. This
represents a significant improvement over last year’s bill and reflects that the primary purpose of
the ETF lockbox is to support the implementation of the Kirwan Commission’s recommendations to
significantly expand and reform prekindergarten, educator gualifications and compensation, career
and technical education, special education, and community schools.

This legislation addresses another important and longstanding concern of many local school
systems. State and local governments share public school construction costs according to a formula
based on a local jurisdiction’s taxable wealth and other factors. The State's share of eligible project
costs varies from 50% to 100%. However, because architectural, engineering, site development
and other costs are ineligible for state funding, local jurisdictions actually pay a larger share of
project costs than these percentages indicate. MABE strongly supports the provisions of this bill
that would make such costs eligible for state funding for smaller jurisdictions.

MABE is requesting an amendment to clarify and ensure the ability of local school systems to access
the funds generated by MSA'’s the new bonding authority without the obligation to grant MSA control
over school facility design and project management. MABE greatly appreciates that this committee
and the House of Delegates adopied this amendment in 2019. Securing this assurance is once
again a high priority for MABE in 2020. Therefore, MABE requests an amendment to establish local
control of design and project management as the default, with the option provided to utilize those
services through the MSA.




House Bill 1 includes provisions which raise concerns for loca! boards regarding the critically
important local role of school boards and local government funding authorities to identify priority
projects for construction and major renovation. The substantial role of local funding in financing
school facilities projects, and the governance role of each local board of education, warrant
continued deference to locally adopted priorities. Therefore, MABE is requesting an amendment to
remove the State imposed criteria outlined in the bill.

Another provision of serious concern would sunset the much valued Aging Schools Program.
MABE, in the alternative, respectfully requests that funding for this program be increased. Local
boards support sustaining and increasing funding for the Aging Schools Program because it
provides state funding to local school systems for improvements and repairs of older public school
buildings and has contributed to the completion of many important school facility projects that would
not have otherwise qualified for state funding. Eligible expenditures under the program inciude
asbestos and lead paint abatement; fire protection systems and equipment; painting; plumbing;
roofing; heating, ventilation, and air conditioning systems; and other renovation projects.

Maryland has an outstanding public school construction program that has achieved a remarkable
degree of equity and excellence across the diverse landscape of Maryland’s 24 local school
systems. And yet, continuous improvement must be promoted and pursued in order to incorporate
new best practices and optimize what are aiways limited, and therefore inadequate, state and local
resources.

[n this light, on behalf of all 24 local boards of education, MABE reiterates our support for biil, and
encourages consideration of modifications to more ciearly preserve local governance roles in the
school construction process and to more clearly make the benefits of this bold initiative available to
all 24 school systems and jurisdictions. With amendments, MABE believes that House Bill 1 will
successfully advance the State’s goal of ensuring high quality learning environments for the nearly
1 miliion students across the state through an innovative and expedited funding initiative.

For these reasons, MABE requests a favorable report on House Bill 1, with the amendments
described above.
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Date: January 22, 2020 From: Drew Jabin

To: Appropriations Committee

The Maryland Association of Counties (MACo) SUPPORTS HB 1’s strong commitment to school
construction funding WITH AMENDMENTS to provide some flexibility to county governments for
their participation in this new program. MACo appreciates the State’s responsibility to develop
funding strategies to provide high quality schools and education in Maryland.

This legislation responds to many of the recommendations Maryland counties have made for the State
program over the past several years: it provides a robust state funding commitment to school
constraction, technical support for smaller counties, and the potential for a more equitable split of
school construction costs between the State and the counties. Although MACo supports the central
concepts in HB 1, counties have strong technical concerns with certain language.

MACo supports the following ideas of HB 1.

This Bill’s Funding Infusion Will Accelerate the State’s Recovery from a School
Construction Backlog

This legislation’s provision of up to $2.2 billion in additional school construction funding
over the coming years aims to save backlogged projects from further delay. Many factors
have driven dramatic school construction cost increases aver the past decade. These
factors, combined with an aging stock of schools and 10-point enrollment increases in
several counties, have led to a backlog of school construction projects. Since 2009, the State
has left—on average —more than $300 million in school construction requests without
funding each year. The Built to Learn Act’s investment in school construction could be the
providential intervention needed to provide safe and modern schools for students
statewide.

The Option of Project Management by the Maryland Stadium Authority May Provide
Helpful Technical Assistance to Smaller Counties

Under this legislation, county governments will have the option to use the Maryland
Stadium Authority for management and oversight of public school facility projects. The
need for more technical assistance for school boards was a central theme of the 21
Century School Facilities Commission Report. While school systems with their own
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construction management staff may choose not to use the Authority, centralized technical
assistance may benefit smaller school systems and manifest school construction efficiencies
statewide. The bill should clearly allow the local jurisdiction to select its own path for best
project management oversight.

Broadening “Eligible Costs” for Small Counties Provides Needed Support and Begins
to Right-side the State-Local School Construction Partnership

Architecture, engineering, planning, and other consulting fees associated with school
construction are generally not eligible for state funding under current law. This legislation
would make those costs, sometimes 10% or more of a project's eventual total, eligible for
state funding in counties with fewer than 20,000 students. The State’s partnership on
school construction projects is especially meaningful. For a small county, the cost of
building a school can easily equal its entire annual operating budget and threaten
advancement of other needed capital infrastructure projects.

MACo raises concerns with these specific components in HB 1:

Quick Ramp-Up of Funding Could Leave Some Counties Behind

MACo has concerns that the quick ramp-up of funding—almost doubling the State’s
commitment during its effect—could unintentionally disadvantage some counties
who may be unable to readily gather the local funding match required to participate,
Whether a function of legal debt limitations established through county charter or
ordinance, or their own capital affordability calculations, the immediate funding
pressure may result in uneven applications of funds. Some additional flexibility —a
mirror-image of the longstanding county practice of “forward funding,” or a
broadening of the flexibility reserved for smallest counties—could address this
looming disparity.

Statutorily Enshrining Not Yet Completed Facility Assessment Results Creates
Uncertainty

Based on recommendations of the Workgroup on the Assessment and Funding of School
Facilities, there should be no decisions made using the yet to be completed School
Facilities Assessment Study. The Workgroup will deliberate how to proceed with the
information resulting from the Study when the Workgroup reconvenes, Tt is inappropriate
to reference the Study in legislation and unwise to set a firm date for use of the Study for
funding in annual school construction funding decisions (pg. 14, lines 16 - 21). This should
be stricken from the bill and the issue more fully taken up by the Workgroup and
policymakers once the Study has been completed.

Although MACo understands the intent of the Public School Facilities Priority Fund, again
it refers to the not yet completed Study. This section of the bill (pg. 41, § 5-325) would fund
an entirely new program based on information that is not yet available and makes
assumptions on the severity of issues not yet reported in the Study. Again, it should be
stricken from the bill and taken up once the Workgroup reconvenes with complete
information.
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State Criteria in Selecting Local Projects Creates Troublesome Precedent

Of key concern to counties is the language in this bill (pg. 33, lines 22 -31) that would
require the county and county boards of education to give priority in funding projects to
schools that meet certain criteria. This is unprecedented in nature and moves in the
direction of usurping local authority. MACo understands that the logic behind this
troublesome language is to prioritize schools with strong needs, however, counties are
directly accountable to their communities and understand the needs better at the local
level. The State, through its decision-making role, already wields wide authority in
approving and prioritizing projects for state funds—its role does not need to expand to
subsume these community-level decisions.

For these reasons, MACo urges a report on HB 1 of FAVORABLE WITH AMENDMENTS to
allow the State to broaden access to this exciting new program, allow the forthcoming facility
assessment to proceed without pre-constructing laws around it, and protect the local autonomy
of Maryland’s local decision-makers.







