MARYLAND STATE DEPARTMENT OF Bernard J. Sadusky, Ed.D.

E D U C AT I O N Interim State Superintendent of Schools

::/Preparing World-Class Students

200 West Baltimore Street * Baltimore, MD 21201 ¢ 410-767-0100 * 410-333-6442 TTY/TDD MarylandPublicSchools.org

TO: Members of the State Board gf Education
FROM: Bernard J. Sadusky, Ed.D. Dff
DATE: July 19, 2011

SUBJECT: Major Budget Realignment Request

PURPOSE:
To review and respond to the major budget realignment request items for the month of June 2011.
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.¢., 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.

 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 g' 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).

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.

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 authorized transfers between budgetary units, Divisions, and/or
Programs in the amount of $9,466,557 to: (1) more appropriately align funding in accordance with
MSDE’s goals and objectives; (2) recognize carryover balances available from prior fiscal years; and
(3) recognize new grant awards. Please refer to the Synopsis of Current Pending Items beginning on
page 4 for the detailed narratives concerning these items.

All items reflect increases or decreases to appropriate levels from higher or lower than anticipated
grant awards, increases to recognize new grant awards, or increases to recognize unobligated carryover
balances from prior fiscal years.

BJS: akss
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SYNOPSIS
CURRENT PENDING ITEMS

Item 1:

To transfer $84,000 in General Fund Appropriation between Divisions in the Headquarters
budget to fund required expenditures in restricted health insurance objects in the Division of
Business Services, the Division of Accountability and Assessment, the Division of Career and
College Readiness, and the Division of Rehabilitation Services - Workforce and Technology
Center. Funds are available from Health Insurance objects within the Department. This does not
affect the overall departmental budget for health insurance, pursuant to Budget Bill language.

Item 2:

To transfer $581,000 in General Fund Appropriation between Divisions in the Headquarters
budget to offset additional costs of accrued leave payouts and severance pay in conjunction with
the Voluntary Separation Program, as well as adjustments as necessary to meet budgeted
turnover. In addition, General Fund Appropriation is needed to cover other obligations
throughout the Department.

Item 3:

'Fo transfer General Fund Appropriation within the Aid to Education budget-in the amount of
$340,000 from the Aid for Local Employees Fringe Benefits program to the Teacher
Development program. A $1,500 stipend is available for classroom teachers who hold an
Advanced Professional Certificate (APC) and work in schools identified by the State Board of
Education as having comprehensive needs. Teachers must also have a satisfactory performance
rating to qualify. This adjustment is the result of an increase in the number of teachers who are
eligible for the APC Stipend. No projects will be forgone in the Aid for Local Employees Fringe
Benefits as a result of this transfer of appropriation.

Item 4a and 4b:

To transfer Special Fund Appropriation within the Headquarters budget in the amount of $8,646
from the Office of the State Superintendent to the Division of Business Services to cover costs
related to central support services. Of these funds, $6,687 is available from attainment through
the Teacher of the Year program and the remaining $1,779 is available from attainment through
the Christa McAuliffe Fellowship program. No services in the Office of the State Superintendent
will be forgone as a result of this transfer.

Item §:

To transfer Federal Fund Appropriation within the Aid to Education budget in the amount of
$2,920,935 from the School Technology program to the Educationally Deprived Children
program. These funds are available from a grant under the Title I Grants to Local Educational
Agencies program. The objectives of this program are: (1) to assist local educational agencies
(LEAs) with improving teaching efforts regarding children who are failing, or are most at-risk of
failing; and (2) to meet challenging State academic achievement standards. These funds will be
disbursed to qualified recipients. The unrelated appropriation in the School Technology program
is being reduced to tie into the actual grant awards received in FY 2011.



Item 6:

To transfer Federal Fund Appropriation within the Headquarters budget in the net amount of
$203,323 as follows: from the Division of Instruction in the amount of $39,166; from Major
Information Technology Development Projects in the amount of $19,665; and from the Division
of Early Childhood Development in the amount of $144,492 to the Division of Business Services
in the amount of $26,000 and to the Division of Student, Family, and School Support in the
amount of $177,323. In addition, Federal Fund Appropriation within the Aid to Education
budget in the amount of $2,329,116 being transferred from the School Technology program to
Innovative Programs. These funds totaling $2,532,439 are available under a grant from the
Charter Schools program. The Charter Schools program supports the planning, development,
and initial implementation of charter schools and the dissemination of information on charter
schools. Charter schools provide enhanced parental choice and are exempt from many statutory
and regulatory requirements. In exchange for this increased flexibility, charter schools establish
plans to improve student academic achievement and to stimulate the creativity and commitment
of teachers, parents, and the public. Amending this appropriation will allow the Division to
cover costs associated with: (1) the salary of a consultant, (awarded via competitive bid), labor,
materials, and expertise to be furnished to the Charter Schools programs for Grant development
and management here at MSDE; (2) analytical studies and surveys performed by special external
evaluators for the Maryland public Charter School initiative; and (3) the disbursement of pass
through sub-grants to local school systems on behalf of the Charter Schools program. The
unrelated-appropriation that-offsets-this increase-is being decreased to tie-into actual grant awards
and spending plans for FY 2011.

Item 7:

To transfer Federal Fund Appropriation within the Aid to Education budget in the amount of
$33,031 from the School Technology Program to the Language Assistance program. These
funds are available from a grant under the English Language Acquisition Grants program. The
objective of this program is to assist with ensuring that limited English proficient children (LEP)
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. These funds will be disbursed to qualified recipients. The
unrelated appropriation in the School Technology Program is being reduced to tie into the FY
2011 grant award.

Item 8:

To transfer Federal Fund Appropriation within the Headquarters budget in the net amount of
$40,000 as follows: from the Division of Instruction in the amount of $38,056 and from the
Division of Early Childhood Development in the amount of $1,944 to the Division of Business
Services in the amount of $4,633 and to the Juvenile Services Education Program in the amount
of $35,367. These funds are available from a grant under the Title 1 State Agency Program for
Neglected and Delinquent Children program. The objective of this program is to help provide
educational continuity for neglected and delinquent children and youth in State-run institutions
for juveniles and in adult correctional institutions, so that these youth can make successful
transitions to school or employment once they are released. These funds will be used to
purchase instructional supplies as well as to cover costs related to central support services. The
unrelated appropriation in the Division of Instruction and in the Division of Early Childhood
Development is being reduced to tie into the actual spending plan for FY 2011.



Item 9a - 9c¢:

To transfer Federal Fund Appropriation within the Aid to Education budget in the amount of
$685,756 from the School Technology program to the Career and Technology Education
program. These funds are available from a grant under the Career and Technical Education -
Basic Grants to States. The objective of this program is to more fully develop the academic,
career, and technical skills of secondary and postsecondary students who elect to enroll in career
and technical education programs. These funds will be disbursed to eligible recipients. The
unrelated appropriation in the School Technology program is being reduced to tie into the actual
grant award.

Item 10:

To transfer Federal Fund Appropriation within the Aid to Education budget in the amount of
$200,000 from School Technology program to the Educationally Deprived Children program.
These funds are available from the Title I Grants to Local Educational Agencies program. The
objective of these grants is to assist local educational agencies (LEAs) and schools with
improving the effectiveness of teaching children who are failing or most at-risk of failing so that
they can meet challenging State academic achievement standards. These funds will be disbursed
to eligible recipients. The unrelated appropriation in the School Technology program is being
reduced to tie into the grant award.

Item 11:

To transfer Federal Fund Appropriation within the Headquarters budget in the amount of
$2,000,000 from the Division of Early Childhood Development to the Division of Rehabilitation
Services - Disability Determination Services (DDS). These funds are available under the Social
Security - Disability Insurance program. The objective of this program is to replace a portion of
the earnings that are lost by clients who suffer from a physical or mental impairment, or a
combination of impairments that is severe enough to prevent them from fulfilling employment
requirements. These funds will be used to cover costs incurred by DDS regarding medical
services that result from demands from SSA for more case clearances. The unrelated
appropriation in the Division of Early Childhood Development is being reduced to tie into the
actual grant award and to align appropriation with FY 2011 spending plans.

Item 12:

To transfer Federal Fund Appropriation within the Headquarters budget to the Division of
Business Services in the net amount of $6,341 and to the Division of Special Education/Early
Intervention Services in the amount of $471,409 from the Office of the State Superintendent in
the amount of $222,420 and from the Division of Instruction in the amount of $255,330. These
unobligated carryover funds are available from a grant under the Special Education - Grants for
Infants and Families, Recovery Act. The objective of this program is to provide grants to States
to assist them with implementing and maintaining statewide, comprehensive, coordinated,
multidisciplinary, interagency systems that provide early intervention services to disabled infants
and toddlers, and their families. These funds will enable the Division to issue sub-grants to local
school systems, fund contractual positions, and cover printing costs. The unrelated Federal Fund
Appropriation in the Office of the State Superintendent and in the Division of Instruction are
being reduced to tie into the FY11 spending plan and to tie into the actual grant award.
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SYNOPSIS
CURRENT INFORMATION ITEMS

ITEM A

To decrease $462,530 in Reimbursable Fund Appropriation associated with the Department of
Health and Mental Hygiene - Tobacco Prevention initiative as follows: from the Children at
Risk program in the Aid to Education budget in the amount of $210,000; from the Division of
Accountability and Assessment in the Headquarters budget in the amount of $28,649; and from
the Division of Student, Family, and School Support in the Headquarters budget in the amount of
$223,881. Effective July 1, 2008, an agreement entitled, “School-based Tobacco Use Prevention
and Control Initiatives” was entered into between the Maryland Department of Health and
Mental Hygiene and the Maryland State Department of Education for the purpose of
implementing research-based curricula, offering school-based cessation programs, training
teachers and school personnel, and developing peer support programs in K-12 schools. On June
15, 2009, the agreement was modified to: (1) terminate the program effective 06/30/2009 as
opposed to the original termination date of 06/30/2010 and (2) reduce total funding from
$430,000 to $215,000. Therefore, the FY 2011 appropriation is being reduced to reflect the
modifications to the original agreement.

ITEM B

To decrease Federal Fund Appropriation in the Division of Instruction in the Headquarters
budget in the amount of $2,997 to align appropriation with the FY 2011 spending plan for
English Language Acquisition funding,

ITEM C

To decrease Federal Fund Appropriation in the Headquarters budget in the Office of the
Superintendent in the amount of $275,000 and in Major Information Technology Development
Projects in the amount of $250,000. This appropriation is being reduced to tie into the FY 2011
spending plan for Project Year 1 of the Race to the Top Initiative. Related adjustments will be
made to Project Year 2 in FY 2012.
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