MARYLAND STATE DEPARTMENT OF

EDUCATION

[ . Nancy S. Grasmick
A SR Vo & State Superintendent of Schools
200 West Baltimore Street « Baltimore, MD 21201 - 410-767-0100 - 410-333-6442 TTY/TDD
TO: Members of the State Board of Education
FROM: Nancy S. Grasmic \"\&W)Z
A\
DATE: September 21, 2009 \

SUBJECT: Major Budget Realignment Request

PURPOSE:

To review and respond to the major budget realignment request items for the months of July and
August 2009.

BACKGROUND/HISTORICAL PERSPECTIVE:

This item is being presented in accordance with Maryland State Department of Education
(MSDE) Policy 02.100.02.

As a part of the monthly consent calendar, the State Board reviews and authorizes budget
adjustments affecting the current fiscal year’s appropriation. Some adjustments require State

Board action; others are reflected for information purposes only.

Budget Amendments (State Board Action Items):

Budget Amendments are required whenever an increase is requested for the current budget
appropriation at the budgetary program and appropriated fund level (i.e., General, Special,
Federal or Reimbursable Funds). The following are types of adjustments shown in the Major
Budget Realignment (MBR) Request that require State Board approval:

e Tying in to grant awards received (Increases) — Special Fund and Federal Fund amounts
included within the original appropriation are based upon estimated receipts. When the
fiscal year begins and the actual grant or a more accurate estimated amount is higher, an
adjustment is made to reflect the full amount.

e (Carryover from prior fiscal year — Federal fund carryover results from the federal fiscal
year overlap of three months as compared to the State fiscal year, and from the Tydings
Amendment, which allows some federal formula grants to be spent for an additional 12
months. These adjustments are required to make maximum use of the grants.

e Transfers between budgetary programs — The allocation of the funds between the
budgetary units and between programs within the budgets are based upon original
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estimates available when the budget is prepared. During the fiscal year it may become
necessary to adjust this allocation.

Tying in to the approved Indirect Cost rates — On occasion, the actual indirect cost rates
received may be materially different from the rates used in preparation of the budget. In
those cases, it may be necessary to reallocate the assessment against non-State funds.

Reorganizations — Organizational changes that cross budgetary programs are reflected by
a budget amendment.

Other Budget Adjustments (State Board Information Items):

The following types of adjustments are reflected in the Major Budget Realignment Request and
are shown for information purposes only:

Recognition and Subsequent Release of Withheld Allotments — Withheld Allotments are
funds appropriated in an agency’s budget that have been held back pending the resolution
of one or more contingencies identified in the annual Budget Bill. The funds are not
made available to the agency until the identified condition(s) have been met.

Deficiency Appropriations — Once Deficiency Requests are approved by the General
Assembly as part of the Budget Bill, the approval is shown for information purposes.

Tying in to grant awards received (Decreases) — The opposite of the adjustment type
described above under Budget Amendments. These are decreases to the appropriation
level in the Agency Budget (i.e., MSDE) to recognize lower than budgeted Grant Awards
or Special Fund attainment.

The Major Budget Realignment (MBR) Request has several sections:

The cover memo indicates whether there are items requiring approval or information
items.

The Synopsis of Current Pending items (if any) — On an item-by-item basis this explains
and justifies any items presented for State Board approval. These items are identified as
numbers (i.e., [tem 1, Item 2, etc).

The Summary of Current Pending Items (if any) — This summary schedule reflects the
amount by budgetary program of each of the approval items.

The Synopsis of Information Items (if any) — On an item-by-item basis this explains and
justifies any items presented for State Board information. These items are identified as
letters (i.e., Item A, Item B, etc).

The Summary of Information Items (if any) — This summary schedule reflects the amount
by budgetary program of each of the information items.



e The MBR Schedule — This schedule presents a great deal of information regarding the
overall budget status and the effects of the adjustments being presented in the current
month. The schedule presents the budget by Budgetary Unit (i.e., Headquarters, Aid to
Education, Funding for Educational Organizations, and Children’s Cabinet Interagency
Fund), by budgetary program and by appropriated fund. The columns reflect the
following information:

(@]

O

ACTION:

The first column reflects the program and fund titles.

The second column, “Original Appropriation,” reflects the original appropriation
level for the fiscal year. '

The next two columns, “Approved Adjustments,” reflect adjustments that have
already been made to the budget. The “DBM” column reflects adjustments made
to the official appropriation level. The “MSDE” column includes those
adjustments as well as decreases that would not be reflected in the official
appropriation.

The following two columns entitled, “Approved Appropriation,” reflect the sum
of the original appropriation and the approved adjustments for DBM and MSDE,
respectively.

The next two columns reflect pending budget amendments:

*  “Prior” shows pending amendments that have been before the State Board
in an earlier month but have not yet been approved; and

= “Current” shows the items being presented to the State Board in this MBR
for the approval period.

The final column shows the Information Item adjustments included in the current
MBR.

We request permission to process the major budget realignments as identified in item 1 in the
net amount of $1,434,690.

To align funds to agree with a grant award notification received in the amount of $1,434,690 as
listed in item 1:

Item 1 — 4120 - Stabilization Fund — Education State Grants ..................coovvviinnn... $1,434,690

To align the following authorized transfers between budgetary units, Divisions and/or Programs
in the amount of $1,296,453 (transfers net to zero) as listed in item 1:



ITEM 1

To transfer Federal Fund Appropriation within the Aid to Education budget in the amount of
$1,296,453 to the State Share of Foundation Program to recognize unappropriated funds received
from the American Recovery and Reinvestment Act of 2009 under the State Fiscal Stabilization
— Education State Grants program. These funds were granted as part of the federal stimulus
program that was designed to restore State elementary and secondary education support for fiscal
years 2009, 2010, and 2011 to the greater of the fiscal year 2008 or 2009. The grant allows full
funding of primary education funding formulae.

This unobligated appropriation totaling $1,296,453 will be transferred from the Compensatory
Education program in the amount of $497,614; from the Limited English Proficient program in
the amount of $8,483; and from the Transportation program in the amount of $790,356. No
services in these programs will be forgone as a result of this transfer.

All items reflect increases to recognize new grant awards and transfers of unfunded
appropriation between programs to enable MSDE to more effectively fulfill its objectives in
Fiscal Year 2010.
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SYNOPSIS
CURRENT PENDING ITEMS

ITEM 1

To increase Federal Fund Appropriation in the State Share of Foundation Program in the Aid to
Education budget in the amount of $2,731,143. These funds are available under the State Fiscal
Stabilization Fund - Education State Grants, Recovery Act. The objective of this program is to
support and restore funding for elementary, secondary, postsecondary, and where applicable,
early childhood education programs and services in State and Local Education Agencies (LEAS).
Of the requested increase, an aggregate amount of $1,296,453 is available as unobligated
balances within the Compensatory Education program, the Limited English Proficient program,
and the Transportation program. This balance will be transferred to the State Share of
Foundation Program. No services will be forgone as a result of this transfer of appropriation.

These funds were granted as part of the federal stimulus program that was designed to restore
State elementary and secondary education support for fiscal years 2009, 2010, and 2011 to the
greater of the fiscal year 2008 or 2009. The grant allows full funding of primary education
funding formulae and will be disbursed to qualified LEAs in fiscal year 2010. This adjustment is
required due to changes in the final fiscal year 2010 Aid calculations.
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SYNOPSIS
CURRENT INFORMATION ITEMS

ITEM A

This adjustment recognizes the withheld allotment for Fiscal Year 2010 in the amount of
$500,000 from the Division of Accountability and Assessment in the Headquarters budget as
well as the withheld allotment in the amount of $1,800,000 in the Head Start program within the
Aid to Education budget.

Under the provisions of the Budget Bill for Fiscal Year 2010, the Secretary of Budget and
Management is withholding the appropriation in the Division of Accountability and Assessment
pending approval of a report from the Maryland State Department of Education to the budget
committees outlining anticipated financial need for the program. The report shall include copies
of executed contracts between the State and testing vendors justifying cash flow expenditure
needs for fiscal years 2009, 2010, and 2011. The report shall be submitted by January 1, 2010.

Under the provisions of the Budget Bill for Fiscal Year 2010, the Secretary of Budget and
Management is withholding the appropriation in the Head Start program pending approval of a
report from the Maryland State Department of Education to the budget committees indicating
whether federal funds received from the American Recovery and Reinvestment Act of 2009 for
the Head Start program may be used for summer programs, and before and after school programs
for Head Start enrolled children.

ITEM B

The Board of Public Works approved cost containments totaling $5,295,963 in July of 2009.
This adjustment reduces General Fund Appropriation in the Headquarters budget in the amount
of $3,800,469, in the Funding for Educational Organizations budget in the amount of $478,494,
and in the Children’s Cabinet Interagency Fund budget in the amount of $1,017,000. The
attached schedule summarizes the changes to MSDE’s budget.
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MEMORANDUM

TO: Nancy S. Grasmick

THROUGH: Steve Brooks

FROM: Kim Stewart

DATE: September 1, 2009

SUBJECT: Major Budget Realignment Request for the State Board Meeting

Attached for your review and approval is the monthly Major Budget Realignment

Request for presentation to the State Board on September 21, 2009. The document

reflects activities that were recorded for the months of July and August 2009.

If you have any questions, please feel free to call me at 410-767-0496.
Recommended for signature:

g7 o2 foc [o%

Steve Brooks — Date




