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Executive Summary
The state’s Maintenance of Effort laws have been in place for nearly 30 years. One element,
allowing “nonrecurring” costs to be spent but excluded from the permanent funding base, has
been inconsistently and sparsely used. This report lays out that process, and hopes to guide
counties with the best information available to make use of it, if their situation warrants.
In this report, we cover:
● How does a county apply to have nonrecurring costs approved?
● What categories of costs can be considered as nonrecurring?
● When does the school board need to agree with the request?
● What requests have been approved and denied in recent years?
Additionally, all the submission forms, statutes, regulations, and guideline documents
relevant to this process are assembled as appendices to this report.
All nonrecurring cost exclusion applications must be submitted to the Maryland State
Department of Education by March 31, 2015 to be excluded from maintenance of effort.
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Context for this report
The State Maintenance of Effort Law
Maryland’s “maintenance of effort,” enacted by the General Assembly, requires that counties
maintain the same amount of funding for education per pupil each year. The maintenance of
effort name derives from the concept that a county is maintaining a level effort towards
education funding from year-to-year. In most years, counties have exceeded the maintenance
of effort requirement. According to recent data, in total, counties have increased their annual
appropriations to education by over $400 million over the past four years.
Some education costs are excluded from the maintenance of effort calculation, including:
nonrecurring costs that are supplemental to the regular school budget; costs of programs that
have been shifted from the school budget to the county budget; and debt service on school
construction projects. For a county to exclude a nonrecurring cost from its maintenance of
effort calculation, it must be approved by the State Board according to regulations
promulgated by the Maryland State Department of Education (MSDE). Nonrecurring costs
that represent funding above the county’s maintenance of effort payment may be removed
from the school budget by the county.
The maintenance of effort law has been in effect for many years, and has been subject to many
revisions. The most recent significant reforms were in 2012, when the General Assembly
created new provisions for one-year waivers for the maintenance of effort. Nonrecurring cost
regulations were first adopted on March 24, 1997.
On February 24, 2015, the State Board granted permission to publish proposed updates to the
regulations on maintenance of effort waivers and nonrecurring costs. There are no major
changes proposed to the nonrecurring cost regulation; however, comments on the proposed
regulations may be submitted for a 30-day period following their publication. The tentative
comment period is April 17 to May 18, 2015 and the tentative final adoption date is June 23,
2015. MACo will be submitting comments on the proposed revised regulation.

Nonrecurring Costs as a MACo and County Issue
While annual recurring operating expenses of the school system are by law included in the
maintenance of effort formula for county education funding, one-time investments are by law
excluded, through their designation and approval as nonrecurring costs. This distinction –
between nonrecurring and recurring costs – is essential to the balance of the maintenance of
effort law which serves to provide budgeting stability and security for county governments
and county school boards.
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Maintenance of effort was intended to ensure adequate support for our local school systems,
without discouraging funding for one-time capital and start-up expenses. By distinguishing
one-time costs as nonrecurring, and outside the maintenance of effort calculation, the law
avoids threatening county government with unsustainable and unsubstantiated budgetary
increases. Despite the law’s distinction, however, the Maryland Association of Counties
(MACo) has found that very few county governments use the nonrecurring cost exclusion
from year-to-year.
MACo’s concern about underutilization of the nonrecurring cost exclusion led to our research
into the causes for the underutilization and ultimately, advocacy in the General Assembly’s
2014 Session. Advice from county elected officials and county budget and finance officers
indicated that the Maryland State Department of Education’s regulatory deadlines create
hurdles to applying for nonrecurring cost approval, effectively closing the door on any county
with a budget process that begins after March 31. For those counties that do make the
application deadline, uncertainty regarding whether a cost will be approved or denied until
thirty days later can create difficulties in finalizing county budgets within their statutory
timelines.
In response to our discussions with legislators about these issues, the Budget Committee
asked the Maryland State Department of Education (MSDE) to report on the past five years of
nonrecurring cost history. MSDE’s 2014 report bore out concerns with the current system.
Over the past five years, an average of one-third of all counties applied for nonrecurring costs
each year, and about one-fifth of their applications were denied. MACo asked MSDE to
provide some guidance on the nonrecurring cost process within the report. The final report
substantively provides a list of items in nonrecurring cost applications from each of the past
five years, noting the cost and category of each item, the county from which it came, and
whether it was approved or denied.
This report is MACo’s analysis of the information in MSDE’s report and shares what we have
learned about the nonrecurring cost application process. MACo hopes this will be helpful to
county government officials applying for nonrecurring costs as MACo continues to advocate
for more clarity and a better process for nonrecurring cost exclusions.
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Timing for filing requests
A county may apply to the Maryland State Department of Education (MSDE) for approval of
a nonrecurring cost at any time throughout the year for additional budget appropriations.
However, to receive approval of a nonrecurring cost in the next fiscal year’s budget,
nonrecurring cost applications must be submitted to MSDE between January 1 and March 31
each year.
Whether during the budget cycle or at another point in the year, a county must obtain written
approval from MSDE to ensure that the cost will be excluded from the following fiscal year’s
maintenance of effort calculation as a nonrecurring cost. Also, before submitting the written
request to MSDE, a county must confer with their respective local school board and send the
local school board a written copy of its request to exclude certain nonrecurring costs.
The timing of the nonrecurring cost process presents some challenges with the local budget
cycle. Many counties do not submit their budgets until after the deadline for nonrecurring
cost applications in March. For those who do begin their budget deliberations then, the time
that elapses while MSDE is reviewing their request can create uncertainty in their final budget
negotiations. County budget officers who have made use of the nonrecurring cost exclusion
advise their colleagues to apply for nonrecurring costs even if there is still uncertainty as to
whether the county will ultimately be able to provide the funding.
The Maryland State Department of Education will inform the county whether its requested
costs are approved or denied as nonrecurring within 30 days from receipt of the county’s
written request, and, for applications made by March 31, no later than May 1 of the same
year. The county or the local board may appeal to the State Board within 15 days of the date
of a decision to approve or reject a cost as nonrecurring.
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Process and forms for filing requests
According to MSDE’s Local Finance Reporting Manual, no later than March 1 of each year,
the MSDE Division of Business Services sends school superintendents, local school board
chief financial officers, county administrators, and county budget officers the forms to be used
as the written request to exclude qualifying nonrecurring costs. There is a separate form for
each of the six categories of nonrecurring costs. The county’s submission to MSDE should
include the complete set of forms, including those that do not carry a requested item.
The county should mark forms where no request is made “not applicable” to indicate that no
request is being made for items in that category. While each form provides columns to
indicate whether the school system and the county government are in agreement with regard
to each specified item, agreement is only required on items in the category of “other unique
one-time costs,” the last form in packet. In addition, the signature certification statement on
this form also covers the items checked as “agreed” on all forms for the county government
and the school board.
When completed, forms must be mailed in hard copy with original signatures to the
following address:
Diane Naparstek, Administrator
Local Financial Reporting Office
Maryland State Department of Education
200 West Baltimore Street
Baltimore, MD 21201
The deadline for submission of nonrecurring cost application forms is March 31. Forms may
be sent in advance via email to Diane, at dnaparstek2@msde.state.md.us. Upon request, Diane
will send you an electronic version of the form in excel. If you have any other questions, you
may reach Diane at 410-767-0905.
In an appendix to this memo, we provide an excerpt from the Maryland State Department of
Education’s Local Finance Reporting Manual 2009 that includes a summary of the nonrecurring
cost process.
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Recent history and guidelines for filings
The categories of costs that can be approved as “nonrecurring” are guided by three layers of
policy, in descending order of formality:
● Md. Code Ann., Edu. § 5-202(d)(6) (LexisNexis 2014)
● COMAR 13A.02.05.03
● Prior decisions/precedent set by MSDE in interpreting these laws and regulations.
In this section, MACo aims to isolate the relevant law and guidance to help county
governments contemplating a nonrecurring cost request to properly frame and support their
submissions.
Categories defined by law as approvable
Non-recurring costs include but are not limited to four categories, according to state law. The
categories include: computer laboratories; technology enhancement; new instructional
program start-up costs; and books other than classroom textbooks.
These categories have been further refined in regulations promulgated according to the
statute. The regulations add some specificity to the categories outlined in the code, and they
also add an extra allowable category of items that the county government and the local school
board both agree are nonrecurring costs.
Computer Laboratories
As described in the regulations, qualifying nonrecurring costs in this category include the
costs to establish new computer laboratories. These include the costs for equipment, furniture,
wiring, hardware, software, space renovations, and the initial up-front cost for staff
development, and training, but not ongoing costs of maintenance, salaries, staff development,
and training.
Technology Enhancement
The regulations describe the nonrecurring costs associated with technology enhancement as
including the costs of equipment, furniture, wiring, hardware, software, and space
renovations. The initial up-front costs for staff development and training that might
accompany new technology are also part of the regulatory definition of this category. The
regulations explicitly exclude ongoing costs of maintenance, staff salaries, staff development,
and training.
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New Instructional Program Start-up Costs
The regulations define this category as the costs for equipment, furniture, wiring, hardware,
software, space renovations, textbooks, manipulatives, staff development, and training.
Books Other Than Classroom Textbooks
The regulations describe this category as including books to establish a new library collection
and new books required in new and renovated schools.
Capital Items
The regulations add a category of nonrecurring cost for capital items with a useful life of 5
years or more. These are described as including the cost to acquire fixed assets other than land
and buildings.
Other Unique One-time Costs – With the School Board’s Agreement
The regulations add a special category for other unique one-time costs that the local board
and county mutually agree to be one-time expenditures to be considered nonrecurring. While
these items require joint approval from the county government and the school board, this
category provides significant latitude for inclusion of unexpected costs that may arise in a
particular school system.
As is often the case, the law and formally adopted regulations lay a broad groundwork for the
process, but its multi-year implementation also creates its own additional refinement.
In December 2014, MSDE prepared a report highlighting a five-year history of nonrecurring
cost requests, and indicated those that had been approved and denied. While the full MSDE
report is contained in an appendix to this document, MACo seeks to highlight some relevant
trends in these approvals and denials that may be useful to counties seeking to use the system
to allow funding for specific costs that may fall into related areas.
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Costs approved by MSDE in recent requests
Over the past five years, MSDE has approved over $65 million in nonrecurring cost requests.
Counties have applied for nonrecurring cost approvals for various items in each of the
categories of approvable nonrecurring costs. The following list identifies some items that have
been approved by MSDE over the past five years to serve as a reference for county officials
making nonrecurring cost applications.











New computers for students and staff, and IT equipment and software for new schools
New IT infrastructure, equipment and software for new administrative and
instructional programs, such as the new online Partnership for Assessment of
Readiness for College and Careers (PARCC) and new curriculum for the College and
Career-Ready Standards (CCRS), or Common Core
School security equipment, such as school building security systems, cameras, fencing,
special doors and locks, and school bus video cameras have been approved as
nonrecurring costs.
Safety investments to outdoor areas, landscaping, repairing sinkholes, and upgrading a
playground slide
Items associated with the start-up of a new program, including books, student
materials, and professional development training materials for new instructional
programs and new schools.
Funding for special programs, such as after-school programs and summer programs
Funding for studies and review, such as a study of special, choice, and signature
programs and a review of special education services

Costs denied by MSDE in recent requests
MSDE has generally denied the cost of items that appear to be upgrading, repairing or
maintaining existing infrastructure. MSDE has also denied several items that appear to be
supplies and materials, rather than new technology or start-up relating to new programs.
Studies or software that must be purchased every few years have been denied as
nonrecurring by MSDE.






Upgrades, repairs, and renovation to existing buildings
Computer software, motion sensing faucets, and air conditioning in computer labs
Web security appliances that are updated every few years
Actuarial studies performed by a consultant every two years
Renovations required for compliance with federal law, such as the cost of
installing a parking lot ramp built for ADA compliance, and replacing a gym
balcony railing for OSHA requirements
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Maryland State
Department of Education
Office of Finance
Submission forms for
Nonrecurring costs, 2015

A1

Object/Type*

Description

Location

*Types are subject to Review and Approval by MSDE, and limited to the following:
Equipment
Furniture
Wiring
Hardware
Software
Space Renovations

Initial Up-Front Costs:
Staff Development
Training

A2

Amount

Additional Comments/
Justification

Disagree

MSDE
Category

Establishment of New Computer Laboratories
Agree

COMAR 13A.02.05.03A(2)(a)

Object/Type*

Description

Location

*Types are subject to Review and Approval by MSDE, and limited to the following:
Equipment
Furniture
Wiring
Hardware
Software
Space Renovations

Initial Up-Front Costs:
Staff Development
Training

A3

Amount

Additional Comments/
Justification

Disagree

MSDE
Category

New Technology
Agree

COMAR 13A.02.05.03A(2)(b)

Object/Type*

Description

Location

*Types are subject to Review and Approval by MSDE, and limited to the following:
Equipment
Textbooks
Furniture
Manipulatives
Wiring
Initial Up-Front Costs:
Hardware
Staff Development
Training
Software
Space Renovations

A4

Amount

Additional Comments/
Justification

Disagree

MSDE
Category

New Instructional Program Start-Up Costs
Agree

COMAR 13A.02.05.03A(2)(c)

Books

COMAR 13A.02.05.03A(2)(d)

New
School
(Name)

Subject to Review and Approval by MSDE.

A5

Renovated
School
(Name)

Amount

Additional Comments/
Justification

Disagree

Description

New Library
Collection
(Location)

Agree

MSDE
Category

(Other than Classroom Textbooks)

Capital Items
Other than Land or Buildings

COMAR 13A.02.05.03A(2)(e)

Description

Justification

Subject to Review and Approval by MSDE.

A6

Amount

Disagree

MSDE
Category

Agree

(Useful life of 5 years or more)

OTHER UNIQUE ONE-TIME COSTS
MSDE
Category

Object

Description

Justification

Certification of Mutual Agreement
The undersigned representative(s) from the local board of education and the county/city government have mutually agreed
that the items identified above and items checked as "agree" on the other Nonrecurring Cost forms represent one-time
expenditures and are, therefore, jointly requesting that these costs be approved as nonrecurring costs to be excluded from
the local appropriation for the maintenance of effort calculation for Fiscal Year 2016.

Signature of President or Chairperson of the
County/City Council or County Commissioners

Superintendent of Schools

A7

Amount

Maryland Annotated Code

Education Article:
State financial assistance
for public education

A8

§ 5-202. State financial assistance for public education
(d) Distribution of State share of foundation program funds -- Waivers. –

(1) (i) Subject to § 5-213.1 of this subtitle, the county governing body shall levy and appropriate an
annual tax sufficient to provide an amount of revenue for elementary and secondary public education
purposes equal to the local share of the foundation program.

(ii) 1. Except as provided in subparagraph 2 of this subparagraph and subject to § 5-213 of this
subtitle, the county governing body shall appropriate local funds to the school operating budget in an
amount no less than the product of the county's full-time equivalent enrollment for the current fiscal
year and the local appropriation on a per pupil basis for the prior fiscal year.

2. Except as provided in paragraph (3)(ii) of this subsection and subject to subparagraph (iii) of this
paragraph, in each fiscal year if a county's education effort, as defined in paragraph (10) of this
subsection, is below 100% of the statewide 5-year moving average of education effort, the required
maintenance of effort amount for the county shall be adjusted by increasing the per pupil amount by
the lesser of:
A. A county's increase in the local wealth per pupil;
B. The statewide average increase in local wealth per pupil; or
C. 2.5%.
(iii) The calculation of local wealth for the purposes of paragraphs (1) and (10) of this subsection shall
use the amount certified for net taxable income under subsection (k)(2)(ii) of this section based on tax
returns filed on or before:
1. For fiscal years 2015 through 2017, September 1; and
2. For fiscal year 2018 and each fiscal year thereafter, November 1.
A9

(2) Except as provided in paragraph (3)(i) of this subsection, for purposes of this subsection, the local
appropriation on a per pupil basis for the prior fiscal year for a county is derived by dividing the county's
highest local appropriation to its school operating budget for the prior fiscal year by the county's full-time
equivalent enrollment for the prior fiscal year. For example, the calculation of the foundation aid for fiscal
year 2003 shall be based on the highest local appropriation for the school operating budget for a county for
fiscal year 2002. Program shifts between a county operating budget and a county school operating budget
may not be used to artificially satisfy the requirements of this paragraph.
(3) (i) For purposes of this subsection, for fiscal year 1997 and each subsequent fiscal year, the calculation
of the county's highest local appropriation to its school operating budget for the prior fiscal year shall
exclude:
1. A nonrecurring cost that is supplemental to the regular school operating budget, if the
exclusion qualifies under regulations adopted by the State Board;
2. A cost of a program that has been shifted from the county school operating budget to the
county operating budget;
3. The cost of debt service incurred for school construction projects; and
4. For a county that shifts the recurring costs associated with providing retiree health benefits
for current retirees to the county board, any reduction in those retiree health costs from the
amount the county was required to appropriate in the previous year.
(ii) For purposes of the adjustment required under paragraph (1)(ii)2 of this subsection, a county that
dedicates to public school construction any additional State funds received from recurring retiree
health costs shifted to the county board may exclude those retiree health costs from the highest local
appropriation on a per pupil basis.
(4) The county board must present satisfactory evidence to the county government that any
appropriation under paragraph (3)(i) 1 of this subsection is used only for the purpose designated by the
county government in its request for approval.
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(5) Any appropriation that is not excluded under paragraph (3)(i)1 of this subsection as a qualifying
nonrecurring cost shall be included in calculating the county's highest local appropriation to its school
operating budget.
(6) Qualifying nonrecurring costs, as defined in regulations adopted by the State Board, shall include but
are not limited to:
(i) Computer laboratories;
(ii) Technology enhancement;
(iii) New instructional program start-up costs; and
(iv) Books other than classroom textbooks.
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Code of Maryland Regulations

Nonrecurring Cost Exclusion

A12

COMAR 13A.02.05.03 Nonrecurring Cost Exclusion.
A. Calculation.
(1) The calculation of the county's highest local appropriation to its school operating budget for the prior
fiscal year shall exclude a qualifying nonrecurring cost that is supplemental to the regular school
operating budget in accordance with the format developed by the Department.
(2) Qualifying nonrecurring costs shall be limited to:
(a) Costs to establish new computer laboratories that include the cost for equipment, furniture,
wiring, hardware, software, space renovations, and the initial up-front cost for staff development,
and training but not ongoing costs such as maintenance, staff salaries, staff development, and
training;
(b) Costs for new technology that include the cost for equipment, furniture, wiring, hardware,
software, space renovations, and the initial up-front cost for staff development, and training but
not ongoing costs such as maintenance, staff salaries, staff development, and training;
(c) New instructional program start-up costs that include the cost for equipment, furniture,
wiring, hardware, software, space renovations, textbooks, manipulatives, staff development, and
training;
(d) Books other than classroom textbooks to establish a new library collection and new books
required in new and renovated schools;
(e) Capital items with a useful life of 5 years or more that include the cost to acquire fixed assets
other than land and buildings; and
(f) Other unique one-time costs that the local board and county mutually agree to be one-time
expenditures.
(3) An approved qualifying nonrecurring cost may not be included in the county's appropriation for
purposes of satisfying the county's maintenance of effort requirement.
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B. Procedure.
(1) Beginning with fiscal year 1998, the county shall submit to the Department between January 1 and
March 31 of the prior fiscal year, a written request to exclude qualifying nonrecurring costs that are
supplemental to the regular school operating budget. The request shall include an explanation of why the
cost qualifies as nonrecurring. Before submitting the written request, the county shall confer with the
local board. The county shall send a copy of the written request to the local board.
(2) The Department shall inform the local board of education and the county within 30 days from receipt
of the written request, but no later than May 1 of the prior fiscal year, whether the qualifying
nonrecurring costs that are supplemental to the regular school operating budget are approved for
exclusion from the calculation of the county's highest local appropriation to its school operating budget.
(3) The county or the local board may appeal to the State Board within 15 days of the date of a decision to
approve or reject a cost as nonrecurring.
(4) The county may decide to appropriate additional funds to its school operating budget during a fiscal
year. The county shall obtain written approval from the Department to classify any additional
appropriation as a nonrecurring cost.
(5) The provisions of this regulation do not apply to a county if the county is granted a waiver, in whole
or in part, by the State Board of Education based on a determination that the county's fiscal condition
significantly impedes the county's ability to fund the maintenance of effort requirement.
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The Maryland General
Assembly’s

Joint Chairmen’s Report
2014 Committee Narrative

A15

R00A02

Aid to Education

State Department of Education

Budget Amendments
Add the following language:
Provided that the Maryland State Department of Education shall notify the budget committees of
any intent to transfer the funds from program R00A02 Aid to Education to any other budgetary
unit. The budget committees shall have 45 days to review and comment on the planned transfer
prior to its effect.
Explanation: The Maryland State Department of Education (MSDE) should not transfer any
funds from Aid to Education until the transfer is reviewed by the budget committees.
Information Request

Author

Due Date

Report on any transfer of
funds from R00A02

MSDE

45 days prior to transfer

Committee Narrative
AID TO EDUCATION
R00A02.01

State Share of Foundation Program

Nonrecurring Costs Under Maintenance of Effort: The budget committees believe that
greater transparency in the costs that are considered nonrecurring, and thus may be excluded
from the required maintenance of effort amount that counties must provide to their local school
systems, may incentivize counties to provide more local funding to public schools. To that end,
the committees request that the Maryland State Department of Education (MSDE) provide a
report on nonrecurring costs over the past five years (through fiscal 2015), including requests for
nonrecurring cost exclusions that either a county or local school system has requested, a
description of each requested nonrecurring cost, and the decisions of MSDE to approve or deny
the requests. The report shall be submitted by December 31, 2014.
Information Request

Author

Due Date

Nonrecurring costs under
maintenance of effort

MSDE

December 31, 2014

Joint Chairmen’s Report – Operating Budget, April 2014
121
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Maryland State Department of
Education
Report on Nonrecurring Costs,
December 2014
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A18

A19

A20

A21

A22

A23

A24

A25

A26

A27

A28

A29

A30

A31

A32

Maryland State Department of
Education

Financial Reporting Manual
for Maryland Public Schools:
Non-Recurring Cost Waiver
Request
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In conjunction with the calculation of the
required level of local maintenance of effort,
Education Article Section 5-202 (d)(3) provides that
“the calculation of the county’s highest local appropriation
to its school operating budget shall exclude a nonrecurring cost
that is supplemental to the regular school operating budget, if the
exclusion qualifies under regulations adopted by the State Board.” The
Maryland State Board of Education adopted the Code of Maryland Regulation
(COMAR) Title 13A.02.05 to administer the process of filing the local maintenance
of effort that encompasses the approval of the county* request for nonrecurring cost
exclusion.
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COMAR chapter 13A.02.05.03 defines qualifying nonrecurring costs categories eligible for
exclusion from the calculation of the local maintenance of effort. The Maryland State Department
of Education (MSDE) reflects those categories in a set of forms to be used by the county when
submitting its request for approval of nonrecurring cost items.
The county government may request the exclusion of nonrecurring costs between January 1 and
March 31 of the fiscal year prior to the applicable fiscal year. No later than March 1 of each year,
the MSDE Division of Business Services sends letters to each county administrator and local
school superintendent transmitting the set of forms to be used as the written request to exclude
qualifying nonrecurring costs. Before submitting the written request, the county shall confer with
their respective local board. The county shall send a copy of the written request to their respective
local board. The deadline for submission of requests is March 31 of the fiscal year preceding the
applicable fiscal year.
The county may decide to appropriate additional funds to its school operating budget during a fiscal
year. The county shall obtain written approval from the Department to classify any additional
appropriation as a nonrecurring cost.
Exhibit B is a sample of the nonrecurring cost forms by qualifying categories. Each form provides
columns to indicate whether the school system and the county government are in agreement with
regard to each specified item. The last form is to be used to indicate other unique one-time
qualifying nonrecurring costs upon which the local school board and county government mutually
agree. In addition, the certification statement on this form covers the items checked as “agreed”
on all forms.
The county’s submission to MSDE should include the complete set of forms, including those
that do not carry a requested item. Those forms should be marked “not applicable” or otherwise
indicate that no request is being made for items in that category.
The Department of Education shall inform the local board of education and the county whether
the qualifying nonrecurring costs that are supplemental to the regular school operating budget
are approved for exclusion from the calculation of the county's highest local appropriation to its
school operating budget. This notification shall be within 30 days from receipt of the written
request, but no later than May 1 of the fiscal year preceding the applicable fiscal year.
The county or the local board may appeal to the State Board within 15 days of the date of a
decision to approve or reject a cost as nonrecurring.
* County refers to any or all of Maryland’s 23 Counties and Baltimore City.
A34
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