Operating Budget Data

D50H01

Military Department

Genera Funds

FY 03 Cost Containment

FY 03 Deficiencies

Contingent & Back of Bill Reductions
Adjusted General Funds

Special Funds

Federal Funds
Contingent & Back of Bill Reductions
Adjusted Federal Funds

Reimbursable Funds
Adjusted Grand Total

($in Thousands)

FY 02 FY 03 FY 04 FY03-04 FYO03-04
Actual Approp Allowance Change % Change
$12,841 $14,743 $14,711 -$32 -0.2%
0 -502 0 502
0 2,216 0 -2,216
0 -10 -29 -19 179.0%
12,841 16,447 14,681 -1,765 -10.7%
874 391 308 -83 -21.3%
21,154 14,353 14,309 -44 -0.3%
0 -7 -22 -15 212.3%
21,154 14,346 14,286 -59 -0.4%
161 0 0 0 -100.0%
$35,030 $31,183 $29,275 -$1,908 -6.1%

® The Military Department hastwo fiscal 2003 deficiencies: $294,185 in general fundsfor the Maryland
Emergency Management Agency’ soperations center and $1,922,169 in general funds for military pay

of active duty State employees.

® The fiscal 2004 allowance reduces electrical usage by $815,000.

® The fiscal 2004 alowance contains a $908,000 decrease in security services.

Personnel Data

Regular Positions
Contractual FTEs
Total Personnel

Vacancy Data: Regular Positions

Budgeted Turnover: FY 04
Positions Vacant as of 12/31/02

FY 02
Actual

323.00
54.50
377.50

22.61
21.10

FY 03 FY 04
Working Allowance
343.00 333.00
38.50 48.50
381.50 381.50
6.79%
6.15%

e Thefiscal 2004 allowance deletes ten regular positions.

Change

-10.00
10.00
0.00

e Thefiscal 2004 alowance provides ten new contractual positions for the burial honor guard.
Note: Numbers may not sum to total due to rounding.

For further information contact: Brian Baugus

Phone: (410) 946-5530
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Analysisin Brief

Major Trends

Minimal Improvement in the Functional Status of Army Facilities. The functional status of army
facilities has rated between 50% and 60% by the National Guard Bureau over the past four years.

Maryland Youth Challenge Program Has Been Successful: This program for at-risk youth has
produced favorable results.

| ssues

Authorized Strength: There has been a decline in the Maryland National Guard’s authorized strength.

Accounting Issues: The Office of Legidative Audits March 2002 audit report noted several accounting
ISsues.

Preparedness. The Military Department has been very active since September 11, 2001. With the
possibility of hostilities in the Middle East and more call-ups combined with those already activated, the
guard could be stretched to its limit if adomestic need were to occur.

Recommended Actions

Funds
1.  Reduce medical service support. $ 3,365
2. Reduce postage to the increase in postage rates. 1,366
Reduce telephone expense by all of the general fund fiscal 2004 91,340
allowance increase.
Delete the general fund portion of the allowance for miscellaneous 9,975
supplies and materials.
Reduce housekeeping expenses. 19,600
Reduce the contractual payments for the burial honor guard. 136,000
Reduce deficiency by one month’'s pro-rated amount. 47,040
Total Reductionsto Fiscal 2003 Deficiency Appropriation $ 47,040

Total Reductionsto Allowance

$ 261,646
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Operating Budget Analysis

Program Description

The Military Department provides overall direction, development, and maintenance of the Maryland
National Guard (MDNG), whichiscomprised of the Maryland Army Guard and the Maryland Air Guard.
It also operatesthe Maryland Emergency Management Agency (MEMA). MDNG may be called up by the
Governor during State emergencies or may be activated by the federal Department of Defense as needed.
MEMA isresponsiblefor the overall statewide direction, development, implementation, and coordination
of a number of emergency response activitiess. MEMA works in concert with local jurisdictions, State
departments and agencies, federal departments and agencies, and private and volunteer organizations.

To fulfill itsmission the Military Department oversees the construction, operations, and maintenance of
armories and other facilities. Operating expenses of MDNG facilities are a shared State and federa
responsibility. Equipment of MDNG is solely a federa responsibility provided for under the U.S.
Department of Defense, National Guard Bureau (NGB). Active members of MDNG unitsreceive pay and
allowances while under inactive status (drill) or active duty status (training). These expenses are also the
soleresponsibility of NGB. During Governor call-ups, MDNG salaries and expenses arethe responsibility
of the State (see Article 65, Section 32 of the Annotated Code); however, thereisno funding provisionin
the Military Department’ s State operating budget for these expenses. The Board of Public Works makes
mission-specific emergency allocations of funds for State call-ups. These activities include mitigation,
preparedness, response, and recovery.

The Military Department’ s goals are to:
® ensure proper readiness for its missions;
® maintain al facilities so that they are adequate for training and supporting MDNG in its operations;
® successfully operate the Military Y outh Challenge program for at-risk youth; and

® develop and maintain the capability to perform the 13 emergency management functions in the
Capahility Assessment for Readiness standard.
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Performance Analysis. Managing for Results
Military Readiness

There are several standards NGB provides for a state guard to measure its readiness and training
effectiveness. The readiness program requirement consists of measuring personnel, training, equipment,
and weeks to achieve mission. In most of these measures, MDNG ranks at or above 90" percentile
nationally. The Maryland National Guard has consistently completed its readiness program requirements
with a 100% rating for the fiscal 2001 through 2003 and is expected to maintain that rating in fiscal 2004.

One other service MDNG performs is providing an honor guard at the burial of all veterans. This
function does not readily fit into the major goals of MDNG, but it isan essential function. Inasmuch asa
burial honor guard represents the President of the United States and the nation at aveteran’sfunerdl, it is
asmuch apart of MDNG’ s mission and readiness as any other element. The Maryland Nationa Guard has
not received a single complaint about its burial honor guards in over four years.

Maintaining Facilities
In order to train for and complete assigned missons MDNG must maintain its facilities in fully

functional status as measured by NGB. As Exhibit 1 below shows, the air branch of the guard is much
more successful at maintaining its facilities at fully functional status than the army branch.

Exhibit 1

Facility Maintenance of M aryland National Guard

M easure 2000 2001 2002 2003 2004 est.
Air Guard
Number of facilities 48 48 48 48 48
Percent fully functional 85% 91% 92% 93% 95%
Army Guard
Number of facilities 42 42 42 43 44
Percent fully functional 53% 55% 58% 60% 62%

Source: Governor’s Budget Books

Thedepartment should be prepared to discusswhat isneeded toimprovethearmy’ sfacilities.



D50HO01 - Military Department
Maryland Youth Challenge
TheMaryland Y outh Challengeisamilitary program targeting about 200 at-risk youth per year in
an effort to help them avoid problems and give them a better chance at having a successful life. As

Exhibit 2 shows, the program outcomes have improved across severa performance measurers and are
projected to continue to improve.

Exhibit 2

M easur es of the Maryland Y outh Challenge

M easure 2001 2002 2003 est. 2004 est.
Percent of graduates who continue working 76% 88% 89% 90%
Percent of graduates that earn GED 70% 71% 2% 73%
Percent of class that graduates from program 85% 87% 90% 100%

Source: Governor’s Budget Books

MEMA

The Federal Emergency Management Agency has developed the Capability Assessment for Readiness
(CAR) program for emergency management agencies to measure the State’s readiness to handle an
emergency. The CAR measureisacomposite score of 13 different functions an emergency response unit
must perform including risk assessment, hazard mitigation, and logistical control. The CAR measure,
rated 76% in fiscal 2001, 80% in fiscal 2002, 78% in fiscal 2003, and estimates that it will reach 80% in
fiscal 2004.

The department should be prepared to explain what actions are needed to improve the CAR
score.

Initsradiological emergency preparedness plan, which isatraining exercise that simulates a nuclear
accident at either Calvert Cliffs or Peach Bottom, MEMA achieved a 100% evaluation in fiscal 2001 and
2002 and expects to maintain its perfect score in all succeeding years.

Fiscal 2003 Actions

Proposed Deficiency

The Military Department has two deficiency requests for fiscal 2003, one for MEMA operations and
one for military pay.
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MEMA: There is a $294,185 deficiency request for MEMA. One of the priorities for State
emergency preparedness is to have 24-7 staffing for MEMA'’s emergency operations center. In the
aftermath of the September 11, 2001, terrorist attacks, the State thought that money would be available
from the federal Department of Justice Byrne Grant to fully staff the emergency operations center. After
the 2002 legidative session, it was realized that federa funds would not be available. However, the
department had been staffing the center through overtime and existing staff and paying for it with general
funds. The Military Department hasrequested a deficiency to hire 12 additional contractual employeesto
continue staffing the center for the remainder of fiscal 2003.

In absence of federal funds, the department should be prepared to discussits future staffing
plansfor the emergency operations center.

Military Pay: Thereisa$1.922 million deficiency request related to military pay for active duty State
employees. In 2002 Chapter 285 was enacted, which authorizes the Secretary of Budget and M anagement
to grant leave from the State employees leave bank for any employee who is a military reservist or
guardsman and has been activated for federal duty. The Secretary made the necessary authorizations,
therefore, State agencies must pay full salaries to employees who are called up for active military duty.
This law was retroactively effective to January 1, 2002, and had a significant impact on the Military
Department. Ninety-six of the department’ s civilian employees (about 30% of itslabor force) arereservist
or members of the MDNG. Intotal, 34 of these employees have been called to full-time duty, or about
10% of the department’ slabor force. Of those activated, 22 positionswere either fully or partially funded
with federal funds. When employees holding federally funded positions are activated, thefedera fundsfor
that position are reverted by NGB and are no longer available to the State Military Department. Chapter
285 forced the department to continue to pay these employees, but without federal funds, the salaries had
to be genera funds. In addition to this, these employees had to be replaced, either with contractual
employees or overtime, for the Military Department to be able to continue to function.

Impact of Cost Containment

The Military Department was required to take cost containment actions amounting to $520,000
($502,000 in genera funds). They alocated these reductions as follows:

Electricity: Thedepartment reduced itsfiscal 2003 working appropriation for eectricity by $228,733.
This will be accomplished by aggressive conservation efforts and facility shutdowns if necessary.

Building maintenance: The department reduced its fiscal 2003 working appropriation for building
maintenance by $69,491. Thiswill be achieved by delaying some planned repairs and maintenance items
that were originally scheduled for fiscal 2003.

Turnover expectancy: The department increased itsfiscal 2003 working appropriation for turnover by
$203,776.
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Transit subsidy: Fiscal 2003 cost containment also reflectsthe reversion of appropriationsto support
free trangit ridership for State employees, contingent upon enactment of a provision in the Budget
Reconciliation and Financing Act of 2003. Thisis about $18,000 for the Military Department.

The Department of L egidative Services (DL S) askstheMilitary Department to be prepared to
comment on how these actions will affectsits operations.

Governor’s Proposed Budget

AsExhibit 3 showsthefiscal 2004 allowance providesa $1.9 million (6.1%) decrease fromthefiscal
2003 working appropriation.

Exhibit 3

Governor’s Proposed Budget
Military Department
($in Thousands)

FY 02 FY 03 FY 04 FY03-04 FY 03-04
Actual Approp Allowance Change % Change

General Funds $12,841 $14,743 $14,711 -$32 -0.2%
FY 03 Cost Containment 0 -502 0 502
FY 03 Deficiencies 0 2,216 0 -2,216
Contingent & Back of Bill Reductions 0 -10 -29 -19 179.0%
Adjusted General Funds 12,841 16,447 14,681 -1,765 -10.7%
Specia Funds 874 391 308 -83 -21.3%
Federal Funds 21,154 14,353 14,309 -44 -0.3%
Contingent & Back of Bill Reductions 0 -7 -22 -15 212.3%
Adjusted Federal Funds 21,154 14,346 14,286 -59 -0.4%
Reimbursable Funds 161 0 0 0 -100.0%
Adjusted Grand Total $35,030 $31,183 $29,275 -$1,908 -6.1%
Wherelt Goes:
Per sonnel Expenses
Employee and retiree health INSUFaNCe. ... $965
Payments to the Department of Natural Resources retirement system for firefighters..... 239
Reduction in budgeted tUrMOVEY FaLE..........ccoo it 137
Discontinuation of deficiency appropriation related to back pay for active duty State
employees (Chapter 285, ACtS OF 2002) .......coceereiieirieininenereese et -1,922
ADOItioN Of 10 POSITIONS......ccveuiieeiirieieirieesie et sn b s -344
Deletion of deferred compensation MatCh............covviirieineire e -118
ReUCLION IN OVEITIME EXPENSES......ceieiirieiererieerie ettt st b e nebe e b -90
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Workers' compensation Premium 8SSESSIMENL .......c.ueerveerrierireeeseereresiee e seseeseseeseseesees -70
Other fringe benefit a0jUSIMENLS........ccoiiieiere e 41

Other Changes

Readiness
Increasein special payments due to the addition of 10 contractual employees for
(a0 070 o 0o o 1132 SRS 272
Reduction in expenditure for security services due to no federal fund availability ...... -908
Reduction in equipment repairs and maintenance expenditures............ccoeeveeereeeneee. -129
Uniforms for veterans' burial honor guard ..o -83
Facilities
Reduction in maintenance of building iNtEiOrS ..........ccoveirriennernee e -172
Reduction in maintenance of building eXIENiors..........cccveirrenneineerre e -110

Maryland Emergency Management Agency
Increasein grants and subsidies dueto an increasein federal funds availableto local

jurisdictions from MEMA for emergency preparedngss.........ccooeeveereneeneseeeseereneneens 2,056
Other Changes
Reduction in eectrical utilities due to a continuation of aggressive cost containment
IMIEBSUIES ......veeteeteesteesteesteesteesteesbeesbe e bt e et e aee e seeee e eeeaeeeaeeeaeeeaeeaabeeaeeemeesaneeanesanesmneenneenns -815
Reduction in janitorial supplies as part of cost containment efforts...........ccccoevvvreenene. -164
Miscellaneous commUNICatioNS ChargeS ..o -111
Other CONractual SEIVICES .......ciiviieeisesiesee ettt se et naeneas -109
Education and training CONLIaCES. .........courieririeirieereriee e -97
IN-SEALE TFAVEL ...ttt st st e e -57
Miscellaneous OffiCe SUPPIIES ......coveirieirririe e -51
RAOIO BOUIPIMENE. .....ceeeee ettt n e e b -25
MiSCEIANEOUS ChaNGES ........ciieieiiiee e -243
Total -$1,908

Note: Numbers may not sum to total due to rounding.

I mpact of Cost Containment

Thefiscal 2004 allowance reflects the elimination of the appropriation for matching employee deferred
compensation contributions up to $600, contingent upon enactment of a provision in the Budget
Reconciliation and Financing Act of 2003. Thisis about $118,000 for the Military Department.

Per sonnel

The fiscal 2004 allowance provides $1.152 million less for personnel than the fiscal 2003 working
appropriation. There are three major componentsto this change:
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Military pay: As discussed above, Chapter 285, Acts of 2002 in effect required State agencies to
continue paying full salaries to State employees called up for active military duty. This required the
Military Department to pay $1.922 million in regular earnings not originally expected. Chapter 285
containsaDecember 31, 2003, sunset date; however, thereisno provision in the fiscal 2004 alowancefor
the six months of fiscal 2004 for which thislaw applies. Thiscreatesapotential deficiency situationin
thefiscal 2005 budget. Thedepartment should beprepared to explain why it did not includefunds
in theallowanceto pay for the provisonsof Chapter 285. Given the State’ scurrent fiscal Stuation
and the potential for adeficiency, DL Srecommendsthat the General Assembly consider legidation
sunsetting the relevant provisions of Chapter 285 on June 30, 2003. The department should be
ready to comment on the potential effectsof changing the Chapter 285 sunset dateto June 30, 2003.

Insurance: Employee and retiree health insurance costs increase by $965,000 in the fiscal 2004
allowance. This is a result of normal increases and not related to any unique actions taken by the
department.

Abolished positions: Thefiscal 2004 allowance abolishes 10 regular positions. Exhibit 4 presentsthe
details of these positions:

Exhibit 4

Positions Abolished in Fiscal 2004 Military Department Allowance

Position Salary Fund Source
Agency Buyer $31,836 100% GF
Police Officer $32,167 100% FF
Building Services Worker $19,106 75% FF
25% GF
Building Guard $19,106 100% FF
M aintenance M echanic $21,676 100% GF
Y outh Supervisor $27,237 65% FF
35% GF
Y outh Supervisor $26,243 65% FF
35% GF
Administrative Aide $42,648 100% FF
Administrative Aide $36,428 50% FF
50% GF
Office Services Clerk $26,784 100% GF

Source: Military Department
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The department should be prepared to explain how these abolitions will affect mission
performance.
Readiness

Thevariousitemsrelated to readiness decreased by $820,000 in the fiscal 2004 allowance. Themgjor
changesin readiness are an addition of 10 contractual employees and the elimination of fundsfor security
Services.

Contractual Employees. There isa $272, 000 increase in contractua employees in the fiscal 2004
allowance. These positionsare for the burial honor guardsthat attend veterans' funerals. The department
has a 5-year plan to add 10 regular employees a year to this function, but the fiscal 2004 allowance
suspends that plan and adds 10 contractual employees instead of regular employees.

Security Services. Thereisa$908,000 decrease in security servicesin the fiscal 2004 allowance. In
October 2001 the Department of General Services (DGS) conducted a security audit of Camp Fretterd.
DGS estimated that security was inadequate and that there was a need for armed security as well as
approximately $125,000 in security equipment. Intotal DGS estimated that the department needed to
make about $1 million worth of security upgrades. Thiswasintended to be afederally funded project, but
the funds were not available and so the upgrades will not be done.

MEMA

There is anet $1.915 million increase in the fiscal 2004 allowance for MEMA. However, there are
two major components of thisincrease, offset by smaller decreases. First isa$2.056 million increasein
grants. Thesegrantsareto be passed onto the local jurisdictions for emergency preparedness. The second
component is a net $360,000 increase in the general fund appropriations for the emergency operation
center. Dueto the federal funds not being available, the allowance provides general funds for operating
the center 24-7. The department should be prepared to explain the need for 24-7 coverage at the
operations center.

10
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| ssues

1. Authorized Strength

The number of guardsmen has been around 8,300 for several years (this number has been over stated
by 1,000 troops for severa years). Exhibit 5 presents the current troop strength.

Exhibit 5

Maryland National Guard Strength
Fiscal 2001

Service Army Air

Full Time 706 496
Total 6,390 1,710

Source: Military Department

Even though troop count has remained stable, the Military Department’s MFR reports that it is
increasing in authorized strength, implying that NGB has lowered Maryland's authorized force size.
Exhibit 6 presents the detalls.

Exhibit 6

Troop Authorization

M easure 2001 2002 2003 2004
% of authorized strength 91% 90% 92% 93%
Number of guardsmen 8,100 8,335 8,335 8,335

Source: Governor’s Budget Books

The department should be prepared to explain the significance of thistrend.

2. Accounting | ssues

Aswas mentioned in the analysis of the fiscal 2003 allowance, the Military Department has had some
accounting problems in the past. Proper and vigilant accounting of funds is essential for effective
management and oversight, and while the department has made progressin addressing thisissue, thereare
still concerns. Inthefiscal 2004 alowance, there are several accounting re-allocations, presumably fixing
past problems, and in March 2002 the Office of Legidative Audits issued a report that included the
following findings:

11
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® reimbursement requestsfor federal fundswere not submitted in atimely manner, resulting in aloss of
interest income of $200,000;

® the department failed to request federal reimbursement for certain eligible personnel;
® property records were not properly maintained; and

® proper internal controls were not established over the processing of purchasing and disbursement
transactions.

Thedepartment concurred with the Office of L egidative Audit’ sfindingsand recommendations
and should be prepared to discuss what remediesit hasimplemented.

3. Preparedness

The Maryland National Guard is one of the most federally activated guard unitsin the country. The
other highly activated guard units come from much more populated states; therefore, Maryland has a
disproportionate number of call-upsand activationsfor its population. Over the past year MDNG hashed
troopsin Cuba, Bosnia, Turkey, and in several other countries. Asof January 1, 2003, MDNG has217 air
guardsmen and 291 army guardsmen on active duty with deployment pending for 400 more army
guardsmen. Whilethis speakswell of MDNG'’ s preparedness and the confidence thefedera military hasin
Maryland’ s troops, it has the possibility of leaving Maryland understaffed at home.

MDNG should be prepared to explain how it is maintaining its preparedness to handle
emergencies and needs at home with many of itstroops already or soon to be activated.

12
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Recommended Actions

Reduce medical service support to the average fisca
2002 and 2003. This till allows a 400% increase over
fiscal 2003.

Reduce postage to the increase in postage rates of 8.8%
over the fiscal 2003 working appropriation.

Reduce telephone expense by all the general fund fiscal
2004 allowance increase. This reduction till allows a
125% growth over the fiscal 2003 working
appropriation.

Delete the genera fund portion of the alowance for
miscellaneous suppliesand materials. Thisgtill alowsfor
a 67% increase over the fisca 2003 working
appropriation.

Reduce housekeeping expenses to 6% growth over the
fiscal 2003 working appropriation.

Reduce the fisca 2004 general fund allowance for
contractual employees for the burial honor by half. This
allows the addition of 5 new contractual employees, but
since the burial honor guard has had a perfect service
record since fiscal 2001, this reduction should not
jeopardize service or quality.

Reduce the fiscal 2003 deficiency request for MEMA by
the pro-rated amount for one month. The deficiency
request is for 6 months staffing for the emergency
operations center but one month of the requested time
period has elapsed.

Total Reductionsto Fiscal 2003 Deficiency

Total General Fund Reductionsto Allowance

13

Amount
Reduction

$ 3,365

1,366

91,340

9,975

19,600

136,000

47,040

$ 47,040
$ 261,646

GF

GF

GF

GF

GF

GF

GF

GF
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Appendix 1
Current and Prior Year Budgets
Current and Prior Year Budgets
Military Department
($in Thousands)
General Special Federal Reimb.
Fund Fund Fund Fund Total
Fiscal 2002
Legislative
Appropriation $12,895 $174 $11,075 $161 $24,305
Deficiency
Appropriation 0 0 0 0 0
Budget
Amendments -54 700 11,391 0 12,037
Reversions and
Cancellations 0 0 -1,312 0 -1,312
Actual
Expenditures $12,841 $874.00 $21,154 $161 $35,030
Fiscal 2003
Legislative
Appropriation $14,743 $391 $14,353 $0 $29,487
Budget
Amendments 0 0 0 0 0
Cost
Containment -512 0 -7 0 -519
Deficiency 2,216 0 0 0 2,216
Working
Appropriation $16,447 $391 $14,346 $0 $31,183

Note: Numbers may not sum to total due to rounding.

14
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