MARYLAND STATE DEPARTMENT OF Nancy S. Grasmick

E D U C ATI O N State Superintendent of Schools

L‘/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 of Education
FROM: Nancy S. Grasmick A j#
DATE: May 24 - 25, 2011

SUBJECT: Major Budget Realignment Request

PURPOSE:

To review and respond to the major budget realignment request items for the month of April
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 morithly 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 - Féderal 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.

Maryland Public Schools: #1 in the Nation Three Years in a Row
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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).



o 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 authorized transfers between budgetary units, Divisions,
and/or Programs in the amount of $2,697,394 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, as listed in items 1 - 5. Please refer to the
Synopsis of Current Pending Items beginning on page 2 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.

NSG: akss
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SYNOPSIS
CURRENT PENDING ITEMS

Item 1:

To transfer Federal Fund Appropriation in the Headquarters budget from Major Information
Technology Development Projects to the Division of Business Services in the amount of
$197,603. These funds are available from a grant under the Child Nutrition Discretionary Grants
Limited Availability program. The objective of this program is to assist States, through grants-
in-aid and other means, with initiating and maintaining nonprofit food service programs for
children, elderly persons, or impaired adults in nonresidential day care facilities as well as
children in emergency shelters. These funds will be used to provide training, technical assistance,
and other resources to local education agencies for the implementation, monitoring, and
evaluation of such programs. In addition, a portion of the funds will be used to cover costs
associated with related central support services. The unrelated appropriation in Major
Information Technology Development Projects is being reduced to align with the FY 2011
spending objectives for funds received through the Statewide Data Systems program.

Item 2:

To transfer Federal Fund Appropriation in the Headquarters budget from Major Information
Technology Development Projects to the Division of Business Services in the amount of
$75,862. These funds are available from a grant under the Fresh Fruit and Vegetable Program.
The objective of this program is to assist States, through cash grants, with providing free fresh
fruits and vegetables to school children. These funds will be used to cover a portion of the
contractual salary of a new contractual Program Specialist who will be responsible for
administering the related grant. In addition, a portion of the funds will be used to cover costs
related to central support services. The unrelated appropriation in Major Information Technology
Development Projects is being reduced to align with the FY 2011 spending objectives for funds
received through the Statewide Data Systems program.

Item 3:

To transfer Federal Fund Appropriation within the Aid to Education budget from the Science and
Mathematics Education Initiative program to Innovative Programs in the amount of $40,000.
These funds are available from a grant under the Promotion of the Arts - Grants to Organizations
and Individuals program. The objectives of this program are to: (1) support excellence in the
arts, (both new and established); (2) bring the arts to all Americans; and (3) provide leadership in
arts education. These funds will be granted to qualified recipients in FY 2011, The unrelated
Federal Fund Appropriation in the Science and Mathematics Education Initiative program is
being reduced to tie into the actual grant award received under the Mathematics and Science
Partnerships program.

Item 4a & 4b:

To transfer Federal Appropriation within the Headquarters budget from the Division of Special
Education/Early Intervention Services to the Division of Rehabilitation Services - Client
Services in the amount of $150,000 (within CFDA No. 84.027) as well as to transfer Federal
Fund Appropriation within the Aid to Education budget from the Educationally Deprived




Children program (CFDA No. 84.999) to the Assistance to State for Educating Students with
Disabilities program (CFDA 84.027) in the amount of $1,442,726. 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 to assist them with providing a free and appropriate public
education to all children with disabilities. The funds will be disbursed to eligible recipients in FY
2011. The unrelated appropriation in the Educationally Deprived Children program is being
reduced because no funds were received from the Title I Early Childhood Grants program in FY
2011.

Item S:

To transfer Federal Fund Appropriation within the Aid to Education budget from the
Educationally Deprived Children program to the Assistance to State for Educating Students with
Disabilities program in the amount of $791,203. These funds are available from a grant under
the Special Education - Grants for Infants and Families, Recovery Act. The objective of this
grant 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 infants and toddlers with disabilities as well as to their families. These
funds will be disbursed to eligible recipients in FY 2011, The unrelated appropriation in the
Educationally Deprived Children program is being reduced because no funds were received from
the Title I Early Childhood Grants program in FY 2011.
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SYNOPSIS
CURRENT INFORMATION ITEMS

ITEM A

Pursuant to the FY 2012 budget bill, General Funds in the amount of $325,000 are immediately
available to supplement the appropriation for FY 2011 to provide funds for turnover relief in the
Juvenile Services Education Program.

ITEM B

Pursuant to the FY 2012 budget bill, General Funds in the amount of $6,000,000 are
immediately available to supplement the appropriation in the Division of Accountability and
Assessment for FY 2011 to provide funds for the Maryland School Assessment project,

ITEM C

Pursuant to the FY 2011 Supplemental Budget No. 1, General Funds in the amount of
$14,823,775 are immediately available to supplement the appropriation in the Child Care
Subsidy Program in the Aid to Education budget for FY 2011. In accordance with the Governor's
executive order in February 2006, Maryland's Purchase of Care program has been transferred to
the Maryland State Department of Education (MSDE) and is under the oversight of the newly
established Child Care Coordinating Council. The program, formerly managed by the
Department of Human Resources, is now titled the Child Care Subsidy Program and provides
financial assistance to low-income families to assist them with the costs related to childcare
services. Expenditure estimates indicate that the current level of general funds earmarked for this
program were insufficient as compared-to the number of eligible recipients on the waiting list.
These funds will be used to fulfill the program’s objectives in FY 2011.

ITEM D

Pursuant to the FY 2012 budget bill, General Fund Appropriation in the amount of $210,000 is
to be immediately reduced in the Children’s Cabinet Interagency Fund for FY 2011. This
amount is required to be reverted or transferred to the Children’s Cabinet for Local Board
Administration.

ITEMSE, F

Pursuant to the FY 2011 Supplemental Budget No. 1, Special Fund Appropriation is to be
reduced in the amount of $12,800,000 to reflect revised revenue projections from the Education
Trust Fund generated by Video Lottery Terminals. In addition, General Funds in the amount of
$12,800,000 are to become immediately available in the State Share of Foundation Program to
supplement the General Fund Appropriation for FY 2011 to offset the decrease in Special Fund
Appropriation.

ITEM G

Pursuant to the FY 2012 budget bill, Special Fund Appropriation in the amount of $18,443,000
is to be immediately reduced in the State Share of Foundation Program to reflect revised revenue
projections from the Education Trust Fund generated by Video Lottery Terminals.



ITEM H

Pursuant to the FY 2011 Supplemental Budget No. 1, Special Fund Appropriation in the
Headquarters budget in the amount of $25,310 in the Division of Accountability and Assessment
and in the Division of Special Education/ Early Intervention Services in the amount of $183,406
is immediately available to supplement the FY 2011 appropriation. These funds are available
from attainment through the recovery of administrative costs from local education agencies as
related to the Medicaid Program. In May 2007, MSDE and DHMH signed a Memorandum of
Understanding (MOU) that outlined responsibilities for the reimbursement of health-related
services, service coordination, and transportation services in Individualized Education Programs
and related early intervention plans. The MOU for Medicaid reimbursement has been updated in
FY 2011 to include revisions to administrative costs based upon the amount of the federal
revenue received by local agencies in FY 2010, resulting in a $208,716 increase over current
Special Fund Appropriation. The funds in the Division of Accountability and Assessment will
be used to cover costs related to central support services. The funds in the Division of Special
Education/Early Intervention Services will be used to: (1) conduct a paper review of a sample-
level of care; (2) complete a second-level review to include observation; and (3) report on each
case and convene a multi-agency workgroup to develop operational definitions of the items in
level-of-care instrument.

ITEM 1

Pursuant to the FY 2011 Supplemental Budget No. 1, Federal Fund Appropriation is
immediately available to supplement the FY 2011 appropriation in the Division of Business
Services in the Headquarters budget in the amount $406,401. These funds are available from a
grant under the Child Nutrition Discretionary Grants Limited Availability program. The
objective of this program is to award grants to State Agencies administering the Child and Adult
Care Food Program for projects aimed at improving the health and nutrition of children in child
care settings. These newly granted funds will be available through 09/30/2013 and will be used
to develop and implement a statewide strategy to promote and enhance the nutrition and physical
activity environment in Maryland’s child care centers through the development of wellness
policies in accordance with the most recent Dietary Guidelines for Americans. MSDE will
expend these funds as follows: (1) develop online learning modules for child care providers; (2)
provide training to child care center directors on how to develop and implement wellness
policies in their respective centers; (3) award sub-grants to child care providers who propose a
viable plan to use wellness policies to enhance the nutritional and physical activity environments
in their centers; and (4) provide technical assistance and resources during the wellness sub-grant
implementation period. In addition funds will be used to cover related central support costs.

ITEMJ

This adjustment reduces the Federal Fund Appropriation located in the Headquarters budget in
the Division of Certification and Accreditation in the amount of $11,432 to tie into the actual
grant award received from Troops to Teachers program in FY 2011,

ITEM K

This adjustment reduces the Federal Fund Appropriation located in the Aid to Education budget
in Innovative Programs in the amount of $43,618 to tie into the actual grant award received from
the Injury Prevention and Control Research and State and Community Based Programs in FY
2011.
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