MARYLAND STATE DEPARTMENT OF Lillian M. Lowery, Ed.D.

A E D U C ATI O N State Superintendent of Schools

:JPreparing World-Class Students

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

TO: Members of the State Board of Education
FROM: Lillian M. Lowery, Ed.D.
DATE: May 20, 2014

SUBJECT: Major Budget Realignment Request

PURPOSE:

To review and respond to the major budget realignment request items for the reporting month of April
2014.

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.
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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, Children’s Cabinet Interagency Fund and the Maryland
Longitudinal Data System Center), by budgetary program and by appropriated fund. The
columns reflect the following information:

o

o

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.
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ACTION:

We request permission to process major budget realignments in the net amount of $38,035,231 as
identified in Items 1 — 13 as follows:

To align funds in the amount of $3,628,836 to recognize newly granted funds received in the
current fiscal year as listed in Items 1 through 4.

Item 1 — Fund 3654 - Public Boarding School — SEED ........cccccvciriiniininnenenecnennenreneeniens $300,000
Item 2 — Fund 6514 - Library Services and Technology Act ........ccocceeveeveiniecnvenirenneenneennenn $ 282,000
[tem 3 — Fund 8524 - Statewide Data SYStEMS .......ccceriieeviieriiieieeiiecieeneeseecieesreserveseveesseeens $1,318,434
Item 4 — Fund 8554 - Enhanced Assessment Instruments — Kindergarten .............cccceeeveennee. $1,728,402

To align funds in the amount of $34,406,395 to recognize unobligated carryover balances
available from prior fiscal years as listed in Items 5 through 7.

Item 5 — Fund 4171 - Federal Stimulus - SFSF - Race to the Top .....cccccceecvevvievinnieciveenen. $21,593,876
Item 6 — Fund 8223 - Child Care Development Fund — Mandatory and Match ................... $11,000,000
Item 7 — Fund 8523 - Statewide Data SYStemS .......cccceevererrierierrienieenerireninreeseeseeseeseessesnens $1,812,519

To align authorized transfers between Programs and Divisions in the aggregate amount of
$2,314,445 (transfers net to zero) as listed in Items 8 through 13.

The detailed narratives related to these transfers begin on page 3, Synopsis of Current Pending Items.

LML: akss
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SYNOPSIS of
CURRENT PENDING ITEMS
For the State Board Meeting Month of May 2014

ITEM 1 (See also Item 8)
This adjustment requests an increase in Special Fund Appropriation in the amount of $300,000 in

the Aid to Education budget in the Children at Risk program to recognize additional revenue
attainment related to the SEED Residential Boarding School. SEED is a statewide college-
preparatory public boarding school created for the purpose of presenting students from across the
state with an extraordinary opportunity to receive a tuition-free education that prepares them for
success in college and beyond. Maryland's Education Article requires LEAs to reimburse the
State for 85% of the local cost of education (LCE) for the SEED students domiciled in their
counties. When the FY 2014 budget was established an estimate was used based upon the
average LCE available at that time. However, based on actual enrollment figures, it is estimated
that approximately $300,000 in additional special fund revenue will be attained from the LEAs
in the current fiscal year.

ITEM 2

This adjustment requests an increase in Federal Fund Appropriation in the Headquarters budget
in the amount of $256,364 in the Division of Library Development and Services and in the
amount of $25,636 in the Division of Business Services to recognize a new grant award. These
funds are available under the Institute of Museum and Library Services (IMLS) Grants to States
program. This program provides funds to State Library Administrative Agencies to support
statewide initiatives and services. The objectives of this program are to: (1) enhance coordination
among federal programs that relate to library services; (2) promote continuous improvement in
library services; (3) facilitate access to library resources; (4) encourage resource sharing; )
promote literacy, education, and lifelong learning; (6) enhance the skills of library workers; and
(7) ensure preservation of knowledge and library collections. These funds will be used in the
current fiscal year for costs associated with technical and special fees, fuel and utilities, motor
vehicle operation and maintenance, contractual services, supplies and materials, and central
support services.

ITEMS 3 and 7

This adjustment requests an increase in Federal Fund Appropriation in the Headquarters budget
in the amount of $2,869,958 in the Division of Accountability, Assessment, and Data Systems
and in the amount of $260,995 in the Division of Business Services to recognize an unobligated
carryover fund balance as well as newly granted funds. These funds are available from grants
awarded under the Statewide Data Systems program and are intended to support state
educational agencies in their effort to design, develop, and implement statewide, longitudinal
data systems that efficiently and accurately manage, analyze, disaggregate, and use individual
student data, consistent with the Elementary and Secondary Education Act of 1965. The funds
will be used for costs related to travel, contractual services, equipment, supplies and materials,
and central support in the current fiscal year.



ITEM 4

This adjustment requests an increase in Federal Fund Appropriation in the Headquarters budget
in the amount of $1,719,509 in the Division of Early Childhood Development and in the amount
of $8,893 in the Division of Business Services to recognize a new grant award received under the
Grants for Enhanced Assessment Instruments program. This program is designed to enhance the
quality of assessment instruments and systems used by States for measuring the academic
achievement of elementary and secondary school students. More specifically, this grant supports
the project that is referred to as the Enhancement Assessment for the Consortium (EAC) Project.
The award was issued to MSDE to support its role as the fiscal agent over the project (from
09/12/13 to 09/11/17) which will involve the establishment and collaboration of a consortium of
seven states and three partner organizations. The funds will be used for costs related to
contractual salaries, contractual services, equipment, communications, supplies and materials,
and central support in the current fiscal year.

ITEM 5

This adjustment requests an increase in Federal Fund Appropriation in the Headquarters budget
in the amount of $21,593,876 which is the net effect of (1) an increase in the Office of the
Superintendent in the amount of $20,844,705; (2) an increase in the Division of Business
Services in the amount of $238,181; (3) a decrease in the Division of Accountability,
Assessment, and Data Systems in the amount of $306,065, and (4) an increase in Major
Information Technology Development Projects in the amount of $817,055. These funds are
available under the State Fiscal Stabilization Fund - Race-to-the-Top (RTTT) Incentive Grants,
Recovery Act. As the winning applicant of $250,000,000 over a four-year period (as announced
on August 24, 2010), the Maryland State Department of Education (MSDE) will continue to use
these funds to implement and execute Maryland's primary RTTT reforms in accordance with the
application filed with the US Department of Education (USDE). Maryland’s primary RTTT
reforms will: (1) revise the PreK-12 Maryland State Curriculum, assessments, and
accountability system based on the Common Core Standards to assure that all graduates are
college- and career-ready; (2) build a statewide technology infrastructure that links all data
elements with analytic and instructional tools to monitor and promote student achievement; (3)
redesign the model for preparation, development, retention, and evaluation of teachers and
principals; and (4) fully implement the innovative Breakthrough Center approach for
transforming low-performing schools and districts.

ITEM 6

This adjustment requests an increase in Federal Fund Appropriation in the amount of
$11,000,000 in the Child Care Subsidy Program in the Aid to Education budget. These funds are
available from a grant under the Child Care Mandatory and Matching Funds of the Child Care
and Development Fund program. This program provides grants to States, Tribes, and tribal
organizations for child care assistance for low-income families in an effort to: (1) allow each
State maximum flexibility in developing child care programs and policies that best suit the needs
of children and parents within such States; (2) promote parental choice to empower working
parents to make their own decisions on the child care that best suits their family's needs; (3)
encourage States to provide consumer education information to help parents make informed
choices about child care; (4) assist States to provide child care to parents trying to achieve
independence from public assistance; and (5) assist States in implementing the health, safety,

4



licensing, and registration standards established in State regulations. The additional funds will
be disbursed to qualified recipients in the current fiscal year.

ITEM 7
See Item 3.

ITEM 8 (Addendum to Item 1)
This adjustment requests a transfer of Special Fund Appropriation from DORS - Blindness and

Vision Services in the Headquarters budget to the Children at Risk program in the Aid to
Education budget in the amount of $267,593 to recognize additional revenue attainment related
to the SEED Residential Boarding School. SEED is a statewide college-preparatory public
boarding school created for the purpose of presenting students from across the state with an
extraordinary opportunity to receive a tuition-free education that prepares them for success in
college and beyond. Maryland's Education Article requires LEAs to reimburse the State for 85%
of the local cost of education (LCE) for the SEED students domiciled in their counties. When
the FY 2014 budget was established an estimate was used based upon the average LCE available
at that time. However, based on actual enrollment figures, additional special fund revenue will
be attained from the LEAs in the current fiscal year. The transfer of appropriation from DORS -
Blindness and Vision Services will not adversely affect the objectives of that program.

ITEM 9

This adjustment requests a transfer of Federal Fund Appropriation within the Headquarters
budget in the amount of $1,400,000 from DORS - Disability Determination Services to DORS -
Blindness and Vision Services. These funds are available under a grant from the Rehabilitation
Services - Vocational Rehabilitation Grants to States Program and will be used to cover costs
associated with medical services support. The objectives of this program are to: (1) assist States
in operating comprehensive, coordinated, effective, efficient, and accountable programs of
vocational rehabilitation and (2) assess, plan, develop, and provide vocational rehabilitation
services for individuals with disabilities that are consistent with their strengths, resources,
priorities, concerns, abilities, capabilities, and informed choice. These objectives enable
qualified individuals to prepare for and engage in competitive employment. The transfer of the
unrelated appropriation from DORS - Blindness and Vision Services will not adversely affect the
objectives of that program.

ITEM 10

This adjustment requests a transfer of Federal Fund appropriation in the amount of $10,139 to
DORS - Headquarters from DORS - Client Services in the Headquarters budget. These funds are
available under a grant from the Rehabilitation Services - Client Assistance Program. The U.S.
Department of Education awarded this grant to MSDE to advise and inform clients, client
applicants, and other individuals with disabilities of all of the available services and benefits
under the Act and Title I of the Americans with Disabilities Act. These funds will be used for
legal service support. This transferred appropriation allows the agency to meet expected
obligations for this program and does not adversely affect unrelated program objectives in DORS
- Client Services.



ITEM 11

This adjustment requests a transfer of Federal Fund Appropriation within the Headquarters
budget from DORS - Client Services to DORS - Headquarters in the amount of $239,861. These
funds are available under a grant from the Independent Living - State Grants program and will be
disbursed to qualified recipients. The objective of this program is to provide financial assistance
to States for expanding and improving the provision of independent living (IL) services to
individuals with significant disabilities by promoting and maximizing their full integration and
inclusion into the mainstream of American society. The transfer of appropriation from DORS -
Client Services will not adversely affect the objectives of that program.

ITEM 12

This adjustment requests a transfer of Federal Fund Appropriation within the Headquarters
budget from DORS - Client Services in the amount of $123,933 to DORS - Headquarters in the
amount of $83,933 and to DORS - Blindness and Vision Services in the amount of $40,000.
These funds are available under a grant from the Supplemental Security Income program and
will be disbursed to qualified recipients. The objective of this program is to ensure a minimum
level of income to persons who have attained age 65 or who are blind or disabled, and whose
income and resources are below specified levels. The transfer of appropriation from DORS -
Client Services will not adversely affect the objectives of that program.

ITEM 13

This adjustment effectuates the transfer of General Fund appropriation in the amount of
$123,447 and Federal Fund appropriation in the amount of $184,189 between Programs within
the Maryland State Department of Education (MSDE) Headquarters budget in accordance with
the approved agency wide reorganization plan. The reorganization plan was designed to foster
cross-division collaboration that better implements MSDE's core initiatives, responds to new
expectations, and builds greater accountability within the Agency, thus creating a more
performance-oriented organization.
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SYNOPSIS
CURRENT INFORMATION ITEMS
For the Meeting Month of May 2014

Pursuant to the FY 2015 Budget Bill:

ITEM A
General Fund Appropriation is being reduced to implement cost containment reductions for:

State Personnel System expenditures based on estimated fiscal year 2014 actuals. The
reduction is taking place in the Headquarters budget from the Office of the State
Superintendent in the amount of $356,056.

Health Insurance expenditure savings from favorable cost trends in various programs
within MSDE’s Headquarters budget in the aggregate amount of $452,509 and in the
Maryland Longitudinal Data System Center’s budget in the amount of $12,645.

The Maryland State Retirement and Pension System reinvestment in various programs
within MSDE’s Headquarters budget in the aggregate amount of $511,569; in the Aid
for Local Employees Fringe Benefits program in the Aid to Education budget in the
amount of $126,747,602; and in the Maryland Longitudinal Data System Center's
budget in the amount of $17,502.

Contractual services, grants, and postage from the Division of Accountability, Assessment, and
Data Systems in the Headquarters budget in the amount of $456,000,

Contractual services from the Division of Curriculum, Assessment and Accountability in the
Headquarters budget in the amount of $90,000;

Contractual services and grants from the Division of Rehabilitation Services (DORS) —
Headquarters in the Headquarters Budget in the amount of $100,000;

Subsidy eligibility determination expenditures in the Aid to Education budget in the amount of
$2,050,000; and

Care Management Entity expenditures in the Children’s Cabinet Interagency Fund in the amount
of $1,415,388.

Special Fund Appropriation is being reduced to implement cost containment reductions for:

The Maryland State Retirement and Pension System reinvestment in various programs
within MSDE’s Headquarters budget in the aggregate amount of $24,856.

Federal Fund Appropriation is being reduced to implement cost containment reductions for:

The Maryland State Retirement and Pension System reinvestment in various programs
within MSDE’s Headquarters budget in the aggregate amount of $1,097,274 and in the
Maryland Longitudinal Data System Center’s budget in the amount of $5,371.

ITEM B

General Fund deficiency appropriation in the amount of $13,971,561 is being provided to supplement
the appropriation in the Division of Accountability, Assessment, and Data Systems in the Headquarters
budget for the development and scoring of the Maryland School Assessment (MSA) and the High
School Assessment (HSA) in the current fiscal year.
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ITEM C

General Fund appropriation in the amount of $2,205,226 is being reduced from the Transportation
Program in the Aid to Education budget to reflect enrollment changes related to direct education aid to
local education agencies in the current fiscal year.

ITEM D

General Fund deficiency appropriation in the amount of $122,035 is being provided to supplement the
appropriation in the Students with Disabilities program in the Aid to Education budget to fund
anticipated expenditures related to Nonpublic Placements in the current fiscal year.

ITEME

General Fund deficiency appropriation in the amount of $40,000 is being provided to supplement the
appropriation in Innovative Programs in the Aid to Education budget to fund the Lacrosse Opportunities
Program in the current fiscal year.

ITEM F

General Fund deficiency appropriation in the amount of $6,310,000 is being provided in the current
fiscal year to supplement the appropriation in the Teacher Development program in the Aid to Education
budget to fund stipends in the current fiscal year for teachers in comprehensive needs schools that have
obtained National Board Certification or Advanced Professional Certification as required in statute.

ITEM G

General Fund appropriation in the amount of $453,546 is being provided to, and Federal Fund
appropriation in the amount of $53,546 is being reduced from the Division of Business Services in the
FY 2014 Headquarters budget to provide funds for the Bridge to Excellence (BTE) Adequacy study that
is mandated in statute and due in 2016.

ITEM H

Special Fund appropriation in the amount of $34,847,983 is being provided to, and General Fund
appropriation in the amount of $34,847,983 is being reduced from the State Share of Foundation
Program in the FY 2014 Aid to Education budget to replace general funds with Education Trust Fund
revenues due to revised Video Lottery Terminal revenue projections in the current fiscal year.

ITEM I

General Fund appropriation in the amount of $203,702 is being reduced from, and Federal Fund
appropriation in the amount of $203,702 is being provided to DORS — Headquarters in the Headquarters
budget to fund two positions with available federal funds in the current fiscal year.

ITEM J

General, Special, and Federal Fund Appropriation is being reduced in the current fiscal year in various
programs within MSDE’s Headquarters budget in the aggregate amount of $803,417 and in the
Maryland Longitudinal Data System Center’s budget in the aggregate amount of $8,294 from the
Retired Employees Health Insurance appropriations as the result of an adjustment to the Retiree Subsidy
Surcharge rate from 54.57% to 35.84% of the Active Employees Health Insurance rate effective payroll
ending May 13, 2014.
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Lillian M. Lowery, Ed.D.

EDUCATI ON State Superintendent of Schools

Jl':” Preparing World-Class Students
200 West Baltimore Street © Baltimore, MD 21201 * 410-767-0100 * 410-333-6442 TTY/TDD

MARYLAND STATE DEPARTMENT OF

MEMORANDUM

TO: Lillian M. Lowery, Ed. D.
State Superintendent of Schools

THROUGH: Kristy Michel

Chief Operating Officer V*
FROM: Kim Stewart, Budget Brancth
DATE: May 9, 2014

SUBJECT: Major Budget Realignment Request for the State Board Meeting (May 2014)
Attached for your review and approval is the monthly Major Budget Realignment Request for
presentation to the State Board on May 20, 2014. The document reflects activities that were recorded
for the month of April 2014.
If you have any questions, please feel free to call me at 410-767-0120.

Recommended for signature:

IWV(/\W s [l

Kristy Michel Date

MarylandPublicSchools.org



