MARYLAND STATE DEPARTMENT OF

EDUCATION

. Nancy S. Grasmick
Achievement Matters Most y

State Superintendent of Schools

200 West Baltimore Street « Baltimore, MD 21201 * 410-767-0100 * 410-333-6442 TTY/TDD

TO: Members of the Sta ! Board of Education
FROM: Nancy S. Grasmick A

: \
DATE: January 27 - 28,2009

SUBJECT: Major Budget Realignment Request

PURPOSE:

To review and respond to the major budget realignment request items for the months of
November and December 2008.

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
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spent for an additional 12 months. These adjustments are required to make
maximum use of the grants.

Transfers between budgetary programs — The allocation of the funds between
the budgetary units and between programs within the budgets are based upon
original 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., Item 1, Item 2, etc).
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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 ltems (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., ltem A, ltem B, etc).

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

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 The first column reflects the program and fund titles.

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

o 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.

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

o 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.

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



ACTION:

We request permission to process the major budget realignments as identified in items
1 — 13 in the net amount of $17,043,935.

To align funds in the amount of $2,284,819 to agree with Grant Award Notifications
received as listed in ltems 1 -6: -

Iltem 1 — 3099 — Blind Vendors Program ......................cooeini. A $500,000
ltem 2 — 3599 — Inmate Welfare Fund ... $213,000
Item 3 — 6037 — State Grants for Innovative Programs ................................... $1,914
Iltem 4 — 6538 — Team Nutrition Grants ... i $243,129
Item 5 — 6799 — Improving Teacher Quality State Grants .............................. $99,802
ltem 6 — 9529 — Department of Public Safety and Correctional Services

(formerly RESTART) ..o $1,226,974

To align the following funds in the amount of $1,502,113 to recognize carryover
balances available from prior fiscal years as listed in items 7 — 12:

Item 7 — 3566 & 3568 —Web Based Learning ... $127,901
Item 8 — 6518 — Library Services and Technology Act (LSTA) ............cccceeenie. $89,769
Item 9 — 6798 — Improving Teacher Quality State Grants ............................ $131,794
Iltem 10 — 6878 — Advanced Placement Il ...................oooi i $92,795
Item 11 — 6947 — English Language Acquisition .......................cocooiii il $32,147
Item 12 — 6958 — State Assessment and Related Activities ....................... $1,027,707

To align funding in the amount of $13,257,003 pursuant to accounting procedures
recommended by the Office of Legislative Audits and the Department of Budget and
Management. Item 13 —General Funds ..................cocoii i $13,257,003

All items reflect adjustments of MSDE’s budget by the Department of Budget and
Management, increases to appropriate levels from higher than anticipated grant
award(s), increases to recognize new grant awards, or increases to recognize
unobligated carryover balances from prior fiscal years.
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SYNOPSIS
CURRENT PENDING ITEMS

ITEM 1

This adjustment recognizes additional Special Fund attainment in the amount of $500,000 in the
Division of Rehabilitation Services — Blindness and Vision Services in the Headquarters budget.
These funds are available from revenue received from three additional sources by the Blind
Vendors Program as follows: (1) U.S. Post Office in the amount of $116,339; (2) Andrews Air
Force Base in the amount of $356,930; and (3) Baltimore City Community College in the
amount of $52,000. These sources were not identifiable during the FY 2009 budget development
process. The additional funds will allow MSDE to demonstrate compliance with the Federal
Randolph-Sheppard Act by facilitating distribution of vending machine income to blind vendors.

ITEM 2

This adjustment recognizes additional Special Fund attainment in the amount of $213,000 in the
Division of Correctional Education in the Headquarters budget. These funds are available
through 06/30/09 under the Inmate Welfare Fund and will be used to hire teachers and to procure
related educational materials and services in an effort to reduce inmate recidivism.

ITEM 3

This adjustment increases the Federal Fund Appropriation in the amount of $1,914 in the
Division of Correctional Education in the Headquarters budget. These additional funds are the
result of a grant award modification and are available through 09/30/09 under State Grants for
Innovative Programs. The objective of these grants is to assist State and local educational
agencies in the reform of elementary and secondary education. These funds will be used for: (1)
training in technology-related school-based reform; (2) the implementation of school
improvement and parental involvement activities; and (3) activities that are designed to meet the
educational needs of gifted and talented children.

ITEM 4

This adjustment increases Federal Fund Appropriation in the amount of $243,129 in the Division
of Business Services in the Headquarters budget. These additional funds are the result of a new
grant award under the Team Nutrition (TN) Grants. The objective of these grants is to improve
children's lifelong eating and physical activity habits by using the principles of the Dietary
Guidelines for Americans and the Food Guide System. Team Nutrition Grants offer funding to
State agencies to establish or enhance sustainable infrastructures for implementing TN using
three behavior-focused strategies: (1) provide training and technical assistance to child nutrition
food service professionals to enable them to prepare and serve nutritious meals that appeal to
students: (2) promote nutrition curriculum and education in schools through multiple
communication channels (i.e., food services initiatives, classroom activities, school wide events,
home activities, community programs and events, and media events and coverage) to reinforce
positive nutrition messages and encourage students to make healthy food physical activity
choices as part of a healthy lifestyle; and (3) build school and community support for creating
healthy school environments that are conducive to healthy eating and physical activity. The
funds will be used to train food service statt, teachers, principals and other faculty in the school
system.



ITEMS5 &9

These adjustments recognize unobligated Federal Fund carryover balances and funding to
recognize the full current year grant award in the Division of Business Services in the amount of
$20,479 and in the Division of Instruction in the amount of $211,117 in the Headquarters budget.
These funds are available from a grant award modification under the Improving Teacher Quality
State Grants. The objective of these grants is to provide grants to State Educational Agencies
(SEAs) on a formula basis in an effort to increase student academic achievement through
strategies such as: (1) improving teacher and principal quality; (2) increasing the number of
highly qualified teachers in the classroom as well as the number of highly qualified principals
and assistant principals in schools; and (3) holding Local Educational Agencies (LEAs) and
schools accountable for improvements in student academic achievement. The funds will be used
to cover the salary-related costs for a contractual Education Program Specialist as well as
contracted Program Specialists and other related administrative costs. Supplies and equipment
will also be purchased to facilitate the realization of the program’s goals.

ITEM 6

This adjustment increases the Reimbursable Fund authorization within the Division of
Correctional Education in the Headquarters budget in the amount of $1,226,974. The request is
to provide funding in accordance with an agreement between the Department of Public Safety
and Correctional Services (DPSCS) and the Maryland State Department of Education. This
funding will be used to provide educational services and transitional services to inmates re-
entering the community. In addition, these funds will facilitate the expansion of existing services
within the Department of Corrections in an effort to improve library services and to eliminate
lengthy waiting lists.

ITEM 7

This adjustment recognizes an unobligated Special Fund carryover balance in the Division of
Business Services in the amount of $11,309 and in the Division of Instruction in the amount of
$116,592 in the Headquarters budget. This non-lapsing Special Fund revenue is available under
the Web Based Learning program and will offer online courses for high school credit in
collaboration with local school systems through the Maryland Virtual Learning Program, and
associated central support costs.

ITEM 8

This adjustment recognizes an unobligated Federal Fund carryover balance in the amount of
$89,769 in the Public Libraries program in the Aid to Education budget. These funds are
available under LSTA Grants to States. The objectives of these grants are to: (1) promote
improvement in library services in all types of libraries in an effort to better serve the people of
the United States; (2) facilitate access to resources in all types of libraries for the purpose of
cultivating an educated and informed citizenry; and (3) encourage resource sharing among all
types of libraries for the purpose of achieving economical and etficient delivery of library
services to the public. These funds will be used to improve the capacity of libraries in an effort
to meet community needs for the Library Services Technology Act program and related services
through assessment, planning, training, and evaluation.

ITEM 9 (See Item 5)



ITEM 10

This adjustment recognizes an unobligated Federal Fund carryover balance in the Division of
Business Services in the amount of $3,784 and in the Division of Instruction in the amount of
$89,011 in the Headquarters budget. These funds are available under the Advanced Placement
Incentive Program. The objectives of this program are to: (1) award grants to States in support
of State and local efforts to increase access to advanced placement classes and tests for low-
income students; and (2) to cover part or all of the test fees for low-income students enrolled in
advanced placement courses. These funds are available through 05/30/09 and will be used to
cover the salary of contractual support staff as well as associated central support costs. In
addition the funds will be used to purchase supplies and equipment to facilitate the realization of
the program’s goals.

ITEM 11

This adjustment recognizes an unobligated Federal Fund carryover balance in the Division of
Business Services in the amount of $1,345 and in the Division of Instruction in the amount of
$13,868 in the Headquarters budget as well as in the Language Assistance program in the
amount of $16,934 in the Aid to Education budget. These funds are available under English
Language Acquisition Grants. The objectives of these grants are to: (1) ensure that Limited
English Proficient children and youth, including immigrant children and youth, attain English
proficiency and meet the same challenging State academic content and student academic
achievement standards as all children and youth are expected to meet; and (2) provide assistance
to Native American, Native Hawaiian, Native American Pacific Islander, and Native Alaska
children with certain modifications relative to the unique status of native American language
under Federal Law. These funds will be used to meet obligations to sub-grantees as prescribed
in the grant’s requirements. In addition the salary of a contracted specialist will be covered as
well as other related central support costs.

ITEM 12

To recognize an unobligated Federal Fund carryover balance in the Division of Business
Services in the amount of $90,873 and in the Division of Accountability and Assessment in the
amount of $936,834 in the Headquarters budget. These funds are available under Grants for
State Assessments and Related Activities. The objectives of these grants are to: (1) support the
development of the additional State assessments and standards required by the Elementary and
Secondary Education Act, as amended; and to support the administration of those assessments or
to carry out other activities related to ensuring that States' schools and local education agencies
are held accountable for results. These funds will be used to cover the costs of the reading and
math portions of the Maryland State Assessments as well as related administrative costs.

ITEM 13

This adjustment increases the General Fund Appropriation in the Children at Risk program in the
amount of $13,257,003 in the Aid to Education budget. The Agency is requesting these funds as
directed by DBM as a result of the 2006 legislative audit which found that MSDE had
unreimbursed federal funds for Temporary Aid to Needy Families (TANF) eligible expenditures
from FY 2003 and FY 2004. These expenditures were due from the Department of Human
Resources, but were not available upon request. Based on legal advice pertaining to the 2006
Office of Legislative Audit finding, the appropriate accounting procedure is to request fundmg to
offset this unrecoverable balance.

10
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SYNOPSIS
CURRENT INFORMATION ITEMS

ITEM A

This adjustment decreases General Fund Appropriation amongst various Divisions within the
Headquarters budget in the amount of $18,643,068 to recognize the cost containment approved
by the Board of Public Works on October 15, 2008. (The attached schedule summarizes the
changes to MSDE’s budget).

ITEM B

This adjustment recognizes an unobligated Federal Fund carryover balance from FY 2008 in the
amount of $243,528 in the Division of Special Education/Early Intervention Services in the
Headquarters budget. These funds are available from a grant under the Special Education —
Grants to States program. The objective of this program is to provide grants to States in an effort
to assist them in providing a free and appropriate public education to all children with
disabilities. The funds are available through 09/30/2009 and will be used for Special Education
State level technical support to include conferences with LEA officials and MSDE contractual
employees. This Federal Fund increase offsets a prior Federal Fund decrease in the Division of
Special Education/Early Intervention Services in the Headquarters budget as reported to the State
Board in the Major Budget Realignment Request dated December 2008 (refer to Information
[tem B).

ITEM C

This adjustment reduces the Reimbursable Fund Appropriation in the Division of Accountability
and Assessments in the amount of $5,245 and in the Division of Instruction in the amount of
$70,904 in the Headquarters budget as well as in Innovative Programs in the amount of $235,700
in the Aid to Education budget. This total reduction of $311,849 will bring the Reimbursable
Fund Appropriation in agreement with the actual grant award received under the Injury
Prevention and Control Research and State and Community-Based Programs for FY 2009. The
objectives of this grant are: (1) to support injury control research on priority issues; (2) to
integrate aspects of engineering, public health, behavioral sciences, medicine, engineering, health
policy, economics and other disciplines in order to prevent and control injuries more effectively;
(3) to rigorously apply and evaluate current and new interventions, methods, and strategies that
focus on the prevention and control of injuries; (4) to stimulate and support Injury Control
Research Centers (ICRCs) in academic institutions for the purpose of developing a
comprehensive and integrated approach to injury control research and training; and (5) to bring
the knowledge and expertise of [CRCs to bear on the development of effective public health
programs for injury control.

ITEM D

This adjustment recognizes an unobligated Federal Fund carryover balance from FY 2008 in the
amount of $944 in the Division of Correctional Education in the Headquarters budget. These
funds are available from a grant under the Grants to States for Incarcerated Youth Offenders
program and are available through 09/30/2009. The objective of this program is to assist and
encourage incarcerated youth to acquire functional literacy, life, and job skills through the pursuit
of postsecondary education certificates, associate in arts degrees, and bachelor of arts degrees.
The funds will be used to provide incarcerated and paroled youth with education, training, and
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life and job skills by supporting education instruction contracts with various State and local
community colleges. This Federal Fund increase offsets a prior Federal Fund decrease in the
Division of Correctional Education in the Headquarters budget as reported to the State Board in
the Major Budget Realignment Request dated September 2008 (refer to Information Item E).

ITEM E

This adjustment recognizes an unobligated carryover balance from FY 2008 in the Division of
Accountability and Assessment in the amount of $8,508 in the Headquarters budget. These
funds are available under the Grants for State Assessments and Related Activities. The
objectives of these grants are to: (1) support the development of the additional State assessments
and standards required by the Elementary and Secondary Education Act, as amended and; (2)
support the administration of those assessments or to carry out other activities related to ensuring
that the participating States' schools and local education agencies are held accountable for the
results. These funds are available until 09/30/2009 and will be used to cover the costs associated
with the administration of the Maryland State Reading and Math Assessments in FY 2009. This
Federal Fund increase offsets a prior Federal Fund decrease in the Division of Accountability and
Assessment in the Headquarters budget as reported to the State Board in the Major Budget
Realignment Request dated December 2008 (refer to Information Item B).

ITEM F

This adjustment recognizes an unobligated carryover balance from FY 2008 in the amount of
$50,458 in the Division of Instruction in the Headquarters budget. The funds are available from
a grant under the Chesapeake Bay Studies program. The objective of this program is to provide
financial assistance for projects that provide education related to the Chesapeake Bay such as the
Chesapeake Bay Watershed Education and Training Initiative (B-WET). The B-WET Program
will work with and support organizations that provide environment-based education to students,
teachers, and communities throughout the Chesapeake Bay watershed. Assistance is also
provided for research and restoration of Submerged Aquatic Vegetation in the Chesapeake Bay.
The funds will be used to research and to develop projects that will provide information related
to the living marine resources of the Chesapeake Bay Watershed. This Federal Fund increase
offsets a prior Federal Fund decrease in the Division of Instruction in the Headquarters budget as
reported to the State Board in the Major Budget Realignment Request dated December 2008
(refer to Information Item A).

ITEM G

This adjustment recognizes an unobligated carryover balance from FY 2008 in the amount of
$5.138 in the Division of Special Education/Early Intervention Services in the Headquarters
budget. These funds are available from a grant under the Special Education — Technical
Assistance on State Data Collection program. The objective of this program is to provide
technical assistance to States in an effort to enable them to meet the data collection requirements
of the Individuals with Disabilities Education Improvement Act (IDEA). The funds will be used
to support test development with the Educational Testing Service for the Modified High School
Assessment (HSA). This Federal Fund increase offsets a prior Federal Fund decrease in the
Division of Special Education/Early Intervention Services in the Headquarters budget as reported
to the State Board in the Major Budget Realignment Request dated December 2008 (refer to
Information Item B).
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ITEM H

This adjustment increases Reimbursable Fund Appropriation in the Division of Instruction in the
amount of $50,000 in the Headquarters budget. The Maryland State Department of Education
entered into a memorandum of understanding with the Maryland Energy Administration. This
increase offsets a previous unrelated decrease in Reimbursable Fund Appropriation in the
Division of Instruction’s Headquarters budget (refer to Item C above). The funds will be used to

train Maryland’s teachers, administrators, and facility managers about the importance of energy
efficiency and conservation.
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