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FISCAL AND POLICY NOTE

Senate Bill 24 (Senator Peters)
Budget and Taxation

Public Schools - State Aid for School Construction - Planning and Design Costs

This bill requires the Board of Public Works (BPW) to include piagand design costs
associated with public school construction or capital improvensn&pproved public
school construction costs and therefore makes them eligibledts foihding. It further
requires BPW to adopt regulations that define planning and design anesthblish

minimum specifications for their approval as eligible school construction.cost

The bill takes effect July 1, 2009, and applies only to the conistnuaf new schools that
have not initiated a request for proposals for the selection of dmteataral and
engineering consultant on or before that date.

Fiscal Summary

State Effect: None. The bill does not alter total State funding for school rariin
but may reduce the number of school construction projects that regtites funding.
BPW can handle the bill’s requirements with existing resources.

Local Effect: Increased State funding for planning and design costs relatedaio loc
school construction projects allows reallocation of millions of dollategal resources to
other uses. However, some local school construction and renoypatif@mtts may be
delayed due to fewer projects funded.

Small Business Effect: None. The bill is not expected to change materially the number
of architectural and engineering firms hired to design school construction projects.




Analysis

Current Law: The State pays at least 50% of eligible costs of school cotstrand
renovation projects, based on a funding formula that takes into accouatausnfiactors
including each local school system’s wealth and ability to pay. €ap06 and 307 of
2004 (The Public School Facilities Act) require that the cost-shanaulas be
recalculated every three years. The first recalculation mextim 2007 for use beginning
in fiscal 2010. Exhibit 1 shows the State share of eligible school construction costs for
all Maryland jurisdictions for fiscal 2006 through 2009 and for the theaesybeginning
in fiscal 2010, following the 2007 recalculation. New rates are h@aged in over two
or three years for Calvert, Dorchester, Garrett, Harford, Quesre’sd, and Somerset
counties because the 2007 recalculation resulted in a reduction ofra&em the State
share of school construction costs compared with the fiscal 2006 to 2009 levels.

Subject to the final approval of BPW, the Interagency Committegcbool Construction
(IAC) manages State review and approval of local school consinuptbjects. Each
year, local systems develop and submit to IAC a facilitiaster plan that includes an
analysis of future school facility needs based on the current canditiechool buildings
and projected enrollment. Subsequently, each local school system ss@bceipital
improvement plan to IAC that includes projects for which it see&anphg approval,
projects for which it seeks funding approval, and projects thatoite system has
forward funded.

Based on its assessment of the relative merit of all thegirpjoposals it receives, and
subject to the projected level of school construction funds availab@,détermines
which projects to recommend to BPW for State funding. By Decefibef each year,
IAC recommends to BPW for approval projects comprising 75% ofptieiminary
school construction allocation projected to be available. Local sdmidcts may then
appeal the IAC recommendations directly to BPW. By March kawh year, IAC
recommends to BPW and the General Assembly projects compi®€ifig of the
allocation for school construction submitted in the Governor’s aldpitdget. Following
the legislative session, IAC recommends to BPW for approvaé@socomprising the
remaining school construction funds included in the enacted capital budget.
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Exhibit 1
State Share of Eligible School Construction Costs
Fiscal 2006-2012

County FY 2006-2009 FY 2010 FY 2011 FY 2012

Allegany 90% 91% 91% 91%
Anne Arundel 50% 50% 50% 50%
Baltimore City 97% 94% 94% 94%
Baltimore 50% 50% 50% 50%
Calvert 69% 64% 61% 61%
Caroline 89% 86% 86% 86%
Carroll 65% 61% 61% 61%
Cecll 70% 75% 75% 75%
Charles 70% 7% 7% 7%
Dorchester 77% 2% 71% 71%
Frederick 72% 72% 72% 72%
Garrett 70% 65% 60% 59%
Harford 65% 60% 59% 59%
Howard 58% 61% 61% 61%
Kent 50% 50% 50% 50%
Montgomery 50% 50% 50% 50%
Prince George’s 69-75%* 73% 73% 73%
Queen Anne’s 70% 65% 60% 55%
St. Mary’s 72% 75% 75% 75%
Somerset 97% 92% 88% 88%
Talbot 50% 50% 50% 50%
Washington 65% 73% 73% 73%
Wicomico 81% 87% 87% 87%
Worcester 50% 50% 50% 50%

*For fiscal 2006-2008, the State share for Prince George’s €asirt5% for funding allocated up to
$35 million, and 69% for funding allocated in excess of $35 millioregsired in law. The split share
expired in June 2008, and for fiscal 2009 the State share for Prince Gé&twgaty is 69%.

Source: Public School Construction Program
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The Code of Maryland Regulations (COMAR) identifies the followisghool
construction costs as being eligible for State funding:

° construction of a new facility, including building and site development;

o additions to an existing facility, including building and site develagraed work
to physically integrate the addition into the existing building;

o replacement of a building or portion of a building, including building and site
development;

o modular construction that meets standards set forth in State regulations;

o renovation of a school building, including systemic renovations as definadten S
regulations;

o State-owned relocatable classrooms;

° temporary facilities that are necessary during construction &ftage-funded
project;

° built-in equipment;

° off-site development costs required by State, local, or federal agencies; and

o emergency repairs as defined in State regulations.

COMAR also designates certain school construction costs as Ineingjhle for State
funding, among them site acquisition costs; offsite development essept those
required by State, local, or federal agencies; and architectmgineering, or other
consultant fees, unless they are for innovative project designs.

Background: Project planning activities that determine the project sempklocation
are generally carried out by local school district stafthwie exception of feasibility
studies to determine the viability of proposed building sites. Desak 8 typically
carried out by architectural and engineering consultants. At igption in 1971, the
Public School Construction Program allowed State funds to be usethtourse local
school systems for design fees. A few years later, thoselmxsasne ineligible for State
funding so that State resources could be used to fund a wider rangej&ttpr
specifically systemic renovations.q., heating/cooling systems, windows, and roofs). In
fiscal 2009, the Public School Construction Program funded 40 systemiat®ns at a
total cost of $24.7 million.

The Governor's proposed capital budget includes $260 million in genblglation

bonds for school construction in fiscal 2010 and projects funding levels of $2&thmil
for each of the next four fiscal years.
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State Fiscal Effect: Both the funding level for school construction and the configuration
of funded projects in th€apital Improvement Plan (CIP) are determined annually, so a
precise calculation of the fiscal effect of this bill is reasible. However, an
examination of the fiscal 2009 CIP can illustrate the potential effect dbithis

In fiscal 2009, 25 school construction and renovation projects receivatngeapproval
from IAC and BPW. The combined total cost of those projects, ingjuoioth State and
local shares, was $450 million. On average, planning and design costmtafor
approximately 5% of total school construction project costs. Ithillisad been in effect
in fiscal 2009, Legislative Services estimates that planning andndessts for those 25
projects would have totaled $22.5 million. Assuming a composite §itate of 65% of
the cost of school construction projects, the State would have lsponsible for
$14.6 million in planning and design costs. Those funds, equivalent to thef cost
new elementary school or as many as 21 systemic renovations] wot have been
available to fund other local projects.

Local Fiscal Effect: Requiring the State to share in planning and design costs tyrrent
borne entirely by local school systems allows reallocation of losalirees to other uses.
The precise effect on counties cannot be estimated reliablyudeeaat the annual
variation in school construction projects initiated by counties aritld State’s share of
those project costs, but the total savings is likely to be imnili®ns of dollars. At the
same time, the number of school construction and renovation progeeisving State
funds is likely to be reduced, which may cause some local schodirgmit and
renovation projects to be delayed.

Additional Information
Prior Introductions: None.
CrossFile None.

Information Source(s): Harford and Worcester counties, Board of Public Works, Public
School Construction Program, Department of Legislative Services

Fiscal Note History:  First Reader - January 27, 2009
mcp/rhh

Analysis by: Michael C. Rubenstein Direct Inquiries to:
(410) 946-5510
(301) 970-5510
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