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

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

r;’JPreparlng 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 Beard of Education
FROM: Bernard J. Sadusky, Ed.D.4JS

DATE: January 24, 2012

SUBJECT: Major Budget Realignment Request

PURPOSE:

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

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).



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

o 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 major budget realignments in the net amount of $7,945,526 as
identified in Items 1 — 14 as follows:

To align funds in the amount of $684,710 to agree with grant award notifications received in the
current fiscal year as listed in Items 1 —5:

Item 1 — Fund 3202 - FEES .....cccceereerirnrerererennirnsanesiorersanessesesssesssesssessessasssessnessassnsessessessasas $30,000
Item 2 — Fund 3472 - Public Education Partnership Fund ........cccceceeeeevniiiniannennen..... $245,302
Item 3 — Fund 3642 - Medical Assistance Administrative Recoveries ........................ $192,639
Item 4 — Fund 8442 - MD DORS In-Service Training Quality Award ........................ $60,000
Item 5 — Fund 5042 - ESEA I Title 1 — Neglected & Delinquent .........c.ccccceeeeneennnnn.. $156,769

To align the following funds in the amount of $7,260,816 to recognize carryover balances
available from prior fiscal years as listed in Items 6 — 11:

Item 6 — Fund 3471 - Public Education Partnership Fund ...........c..ccvvevvveeviceneninnnnn $250,000
Item 7 — Fund 8441 - MD DORS In-Service Training Quality Award ........................ $42,673
Item 8 —~ Fund 5681 - Rehab Act of 1973 - Basic SUpPpOrt ........cccceeverveeveesnesnennnsn. $6,710,956
Item 9 — Fund 5771 - Rehab Act of 1973 — Sup Employ ......ccccccvvrvveevvvcncneeeecnnnn.... $156,121
Item 10 — Fund 6101- Science Math Partnership Title 2B .......ccccceevvrereinrcnireccnecennnnn $65,426
Item 11 — Fund 6941 - English Language ACQUISItion ........c.cccccevcerieereeraecraecrnensesseessensens $35,640

To align the following authorized transfers between Programs in the amount of $1,333,417
(transfers net to zero) as listed in items 12 through 14:

ITEMS 12 — 14:

These adjustments represent a request for a transfer of Federal Fund Appropriation in the amount
of $1,333,417 to reallocate required appropriation within the Aid to Education budget to cover
expenditures in the Language Assistance Program and in the Public Libraries Program. This
transfer of appropriation will allow MSDE to recognize unobligated carryover balances as well
as a newly granted award. '

All items reflect: (1) transfer adjustments between Programs and (2) increases to appropriate
levels which enable MSDE to recognize new grant awards and unobligated carryover balances
from prior fiscal years.

BJS: akss
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SYNOPSIS
CURRENT PENDING ITEM

ITEM 1

This adjustment requests an increase in Special Fund Appropriation in the Headquarters budget
in the Division of Certification and Accreditation in the amount of $30,000. This revenue was
received in the current fiscal year via processing fees collected by MSDE for each initial and
renewal certificates. It was initially estimated that certification fee revenue attainment would be
lower than what has been attained; therefore our FY 2012 budget request was insufficient and
must be adjusted. This revenue will be used to support a percentage of the costs for two existing
positions (PINs) and will be available through June 30, 2012.

ITEM 2

This adjustment requests an increase in Special Fund Appropriation in the Office of the
Superintendent in the amount of $239,777 and in the Division of Accountability, Assessment, &
Data Systems in the amount of $5,525 to recognize revenue received in the current fiscal year.

Of these Public Partnership Education Funds, $241,127 was received from the Jack Kent Cooke
Foundation to give high achieving, low-income students in Maryland the opportunity to attend
the Maryland Summer Centers for gified and Talented Students - Project Connect (MSC). These
funds will be used to support the creation of two new MSCs located in Baltimore City and Prince
George's County. The funds in the Division of Accountability, Assessment, & Data Systems will
be used to cover central support costs.

The balance in the amount of $4,175 was awarded via a Community Foundation Education
Grant. These awards are made annually to those public and private schools in Somerset,
Wicomico, and Worcester Counties that have demonstrated innovative and creative program
strategies impacting student achievement. The funds will be used to cover the costs associated
with providing computer-based supplemental instruction to the students residing at the Juvenile
Services Education Program at the Lower Eastern Shore Children's Center.

ITEM 3

This adjustment requests an increase in Special Fund Appropriation in the Division of Special
Education/Early Intervention Services in the amount of $169,279 and in the Division of
Accountability, Assessment, & Data Systems in the amount of $23,360 to recognize revenue
received in the current fiscal year. A Fiscal Year 2011 revision to a memorandum of
understanding (MOU) that was originated in May, 2007 between the Maryland State Department
of Education and the Department of Health and Mental Hygiene resulted in an increase of
$192,639. This revision included an adjustment to administrative costs based upon the amount of
Fiscal Year 2010 federal revenue that was received by local agencies. These Medical Assistance
Administrative Recovery Funds will be used to cover the costs of health-related services, service
coordination, and transportation services in Individualized Education Programs and related early
intervention plans.

ITEMS 4 & 7
This adjustment requests an increase in Federal Fund Appropriation in the Headquarters budget
in the Division of Rehabilitation Services (DORS) — Headquarters in the amount of $102,673.



Of these funds, $42,673 is available as an unobligated carryover balance through September 30,
2012, and the balance of $60,000 is available from a new grant award. All funds are available
from FY11 and FY12 grants under the Rehabilitation Training — State Vocational Rehabilitation
Unit In-Service Training program. This program is designed to support special projects for
training State vocational rehabilitation unit personnel in program areas essential to the effective
management of the unit's program of vocational rehabilitation services or in skill areas that
enable personnel to improve their abilities to provide vocational rehabilitation services to
individuals with disabilities. Projects are designed to: (1) address recruitment and retention of
qualified rehabilitation professionals; (2) provide for succession planning; (3) provide for
leadership development and capacity building; and (4) provide training on the Rehabilitation Act
of 1973, as amended. These funds will be used to serve DORS staff as prescribed by the grant.

ITEM S

This adjustment requests an increase in Federal Fund Appropriation in the Headquarters budget
in the Juvenile Education Program in the amount of $140,853 and in the Division of Business
Services in the amount of $15,916. These funds are available through 09/30/2013 from the Title
I State Agency Program for Neglected and Delinquent Children and Youth program. The
objective of this program is to assist with providing educational continuity for neglected and
delinquent children and youth who reside in State-run institutions (for juveniles) as well as in
adult correctional institutions. In an effort to ensure that these youth can make successful
transitions to school or employment once they are released, these funds will be used in the
Juvenile Education Program to purchase instructional supplies in FY 2012. The funds in the
Division of Business Services will be used to cover costs related to central support.

ITEM 6

This adjustment requests an increase in Special Fund Appropriation in the Office of the
Superintendent in the amount of $250,000 to recognize unobligated, non-lapsing revenue
received in Fiscal Year 2011. These Public Education Partnership funds were received from the
Gruman Corporation in support of Science Technology Engineering Mathematics (STEM)
education and will expand the Primary Talent Development Early Learning Program in grades
preK - 2 in selected schools. Funding will also be used to implement Project Lead the Way
Gateway to Technology, an activities-based program designed to help students recognize the
connections among STEM courses at the middle school level. These funds will be sub granted to
qualified recipients in the current fiscal year.

ITEM 7 — See Item 4

ITEM 8

This adjustment requests an increase in Federal Fund Appropriation in the Headquarters budget
in the Division of Rehabilitation Services (DORS) — Client Services in the amount of
$6,710,956. These unobligated carryover funds are available from a grant under the
Rehabilitation Services - Vocational Rehabilitation Grants to States program through September
30, 2012. The objective of this program is to assist States in operating comprehensive,
coordinated, effective, efficient and accountable programs of vocational rehabilitation; to assess,
plan, develop, and provide vocational rehabilitation services for individuals with disabilities,
consistent with their strengths, resources, priorities, concerns, abilities, capabilities, and
informed choice so they may prepare for and engage in competitive employment. These funds



will allow the Agency to serve consumers who are eligible for vocational rehabilitation (case)
services as prescribed in the grant documentation.

ITEM 9

This adjustment requests an increase in Federal Fund Appropriation in the Headquarters budget
in the Division of Rehabilitation Services (DORS) — Client Services in the mount of $156,121.
These unobligated carryover funds are available from a grant under the Supported Employment
Services for Individuals with the Most Significant Disabilities program. The objective of this
program is to provide grants for time-limited services leading to supported employment for
individuals with the most significant disabilities for the purpose of enabling such individuals the
ability to achieve the employment outcome of supported employment. These funds are available
through September 30, 2012 and will be used in FY12 to cover costs associated with serving
consumers who are eligible for supported employment services in accordance with the federal
grant.

ITEM 10

This adjustment requests an increase in Federal Fund Appropriation in the Headquarters budget
in the Division of Instruction in the amount of $58,783 and in the Division of Business Services
in the amount of $6,643. These funds are available from a grant under the Mathematics and
Science Partnerships program. The objective of this program is to improve the academic
achievement of students in mathematics and science by encouraging States, institutions of higher
education (IHEs), local educational agencies (LEAs), and elementary and secondary schools to
participate in programs that: (1) improve and upgrade the status and stature of mathematics and
science teaching by encouraging IHEs to improve mathematics and science teacher education;
(2) focus on the education of mathematics and science teachers as a career-long process; (3)
bring mathematics and science teachers together with scientists, mathematicians, and engineers
to improve their teaching skills; and (4) develop more rigorous mathematics and science
curricula that are aligned with state and local academic achievement standards that reflect
expectations for postsecondary study in engineering, mathematics, and science. These
unobligated carryover funds are available through September 30, 2012 and will be used in FY12
to cover costs related to contractual salaries and central support services.

ITEM 11

This adjustment requests an increase in Federal Fund Appropriation in the Headquarters budget
in the Division of Instruction in the amount of $32,022 and in the Division of Business Services
in the amount of $3,618. These funds are available under the English Language Acquisition
Grants. The objective of these grants 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 are available through
September 30, 2012 as an unobligated carryover balance, and will be used in FY12 to cover
costs of the design, application support, and maintenance services for the WDCS (web data
collection system) used by LEA personnel to submit data to MSDE with ELL, Immigrant, and
non-public student information and assessment results as well as central support services.

ITEMS 12 — 14:
The following adjustments represent a request for a transfer of Federal Fund Appropriation in the
amount of $1,333,417 to reallocate required appropriation within the Aid to Education budget to



cover expenditures in the Language Assistance Program and in the Public Libraries Program.
This transfer of appropriation will allow MSDE to recognize unobligated carryover balances as
well as a newly granted award. In the aggregate, they net to zero.

Item 12

This adjustment requests an increase in Federal Fund Appropriation in the Public
Libraries program in the Aid to Education budget in the amount of $1,249,563 to
recognize unobligated carryover funds from FY 2011. These funds are available through
a grant under the Grants to States program. The objectives of this program are: (1) to
promote improvement in library services in all types of libraries in order to better serve
the people of the United States; (2) to facilitate access to resources in all types of libraries
for the purpose of cultivating an educated and informed citizenry; and (3) to encourage
resource sharing among all types of libraries for the purpose of achieving economical and
efficient delivery of library services to the public. These funds will be disbursed to
eligible recipients in the current fiscal year.

Item 13

This adjustment requests an increase in Federal Fund Appropriation in the Language
Assistance Program in the Aid to Education budget in the amount of $83,854. These
funds are available through a grant under the English Language Acquisition Grants
program. The objective of this program is to assist with ensuring that limited English
proficient (LEP) children, including immigrant children and youth, attain English
proficiency and meet the same challenging, State academic content and student academic
achievement standards as all children are expected to meet. These funds will be disbursed
to qualified recipients in the current fiscal year.

Item 14

This adjustment requests a decrease in Federal Fund Appropriation in the Child Care
Subsidy program in the Aid to Education budget in the amount of $1,333,417. This
adjustment reflects the elimination of federal appropriation in excess of the amount
received, and will not impact program operations.
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SYNOPSIS
CURRENT INFORMATION ITEMS

ITEM A

Pursuant to House Bill 72 of the 2011 Legislative Session (Budget Reconciliation and Financing
Act, Section 21-316) for each fiscal year, beginning with FY 2012, the State and each local
employer, (including local boards of education; excluding local library boards), shall pay an
administrative fee to the Board of Trustees in the amount necessary for the administrative and
operational expenses of the Board of Trustees and the State Retirement Agency. The pro rata
share of the State and each local employer for each fiscal year shall be based on the number of
members of the system employed by the State or local employer. House Bill 70 of the 2011
Legislative Session (FY 2012 Budget Bill) provides authorization for this Special Fund
Appropriation increase in the amount of $15,857,542 to MSDE’s Aid for Local Employee Fringe
Benefits program in the Aid to Education budget to recognize payments from said local boards
of education.

ITEMS B - E .

These adjustments reduce the current Federal Fund Appropriation in the Division of Student,
Family, and School Support in the amount of $288,697 and in the Division of Business Services
in the amount of $50,827 in the Headquarters budget as well as in the Educationally Deprived
Children program in the amount of $9,357,052 in the Aid to Education budget to tie into the
grant award received in FY 2012 from the Title I Grants to Local Educational Agencies program.

ITEM F

This adjustment reduces the current Federal Fund Appropriation in the Child Care Subsidy
Program in the amount of $2,225,000 in the Aid to Education budget to tie into the grant award
received in FY 2012 from the Child Care Mandatory and Matching Funds of the Child Care and
Development Fund.

ITEM G

This adjustment reduces the current Federal Fund Appropriation in the Child Care Subsidy
Program in the amount of $11,027,500 in the Aid to Education budget to tie into the grant award
received in FY 2012 from the Child Care and Development Block Grant program.
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