TO: Members of the State Board of Education
FROM: Nancy S. Grasmick

DATE: May 27 - 28, 2009

SUBJECT: Major Budget Realignment Request

PURPOSE:

To review and respond to the major budget realignment request items for the month of April
2009.

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.



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).



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:

@]

@]

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.



ACTION:
We request permission to process the major budget realignments as identified in items 1-5,
below.

The following authorized transfers of Federal Fund Appropriation are from the Aid to Education
budget to the Headquarters budget in the net amount of $285,623, as well as a transfer of Federal
Fund Appropriation within the Aid to Education budget in the net amount of $868,086. Please
note that transfers are offsetting and net to zero.

Item 1 — 5409 — Perkins — Tech Prep Education..........ccccoeeiiiiiiiiiiiiiinniiininn $102,462
Item 2 — 6039 — Title V — Innovative Programs.........cccoceveiiniiiieiiiiniiiinnnin ($1,153,709)
Item 3 — 6509 — Technology Literacy State Grants.........cicovivivivirviaviisiinssseisaisaes $97,198
Item 4 — 6949 — English Language Acquisition Grants ...............ccccceeneninnninnnn...$132,884
Htent 5— 6109 — Math & Science Partnership....c i s anvesess desisnssiis. $821,165

NSG: mb



SYNOPSIS
CURRENT PENDING ITEMS

ITEM 1

To increase Federal Fund Appropriation in the Division of Business Services in the amount of
$453 and in the Division of Career Technology and Adult Learning in the amount of $4,670.in
the Headquarters budget and in the Career and Technology Education program in the Aid to
Education budget in the amount of $97,339. These unobligated carryover funds are available
from a grant under the Tech-Prep Education program. The objectives of this program are to: (1)
award grants to a consortia of local agencies and postsecondary education institutions to
facilitate the development and operation of programs designed to provide technical preparation
education that will assist students with acquiring an associate degree or two-year certificate; and
(2) strengthen links between secondary and postsecondary schools. These funds will be issued
as grants to local education agencies and postsecondary education institutions as required by the
grantee and will also be used to cover related central support costs. The unrelated appropriation
in Innovative Programs is being reduced because the program is no longer funded.

ITEM 2

To decrease Federal Fund Appropriation in Innovative Programs in the Aid to Education budget
in the amount of $1,153,709. Anticipated funding in Title V - Innovative Programs was not
received; however, no services in Innovative Programs will be affected as a result of this
adjustment. This program is no longer funded.

ITEM 3
To increase Federal Fund Appropriation in the Division of Business Services in the amount of

$10,396 and in the Division of Instruction in the amount of $86,686 in the Headquarters budget,
as well as in the School Technology program in the amount of $116 in the Aid to Education
budget. These unobligated carryover funds are available from a grant award under the Education
Technology Literacy State Grants. The objective of these grants is to provide funds to State
Education Agencies (SEAs) on a formula basis for the purpose of: (1) improving student
academic achievement through the use of technology in the schools; (2) assisting all students in
becoming technologically literate by the end of eighth grade; and (3) encouraging the effective
integration of technology through teacher training and curriculum development to establish
successful research-based instructional methods. These funds will be used to cover the cost of
association dues and related central support services. The unrelated appropriation in Innovative
Programs is being reduced because the program is no longer funded.

ITEM 4
To increase Federal Fund Appropriation in the Division of Business Services in the amount of

$11,750 and in the Division of Instruction in the amount of $121,1 34 in the Headquarters budget.
These funds are available under the English Language Acquisition Grants. The objectives of
these grants are to: (1) ensure that limited English proficient (LEP) children and youth, including
immigrant children and youth, attain English proficiency and meet the same challenging State
academic content and student academic achievement standards expected of all students; and (2)
provide assistance to Native American, Native Hawaiian, Native American Pacific Islander, and
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Native Alaskan children with certain modifications relative to the unique status of Native
American language under federal law. These unobligated carryover funds will be used for
administrative costs and technical assistance provided to sub-grantees during the administration
of programs that teach English to LEP students. The unrelated appropriation in Innovative
Programs is being reduced because the program is no longer funded.

ITEM S

To increase Federal Fund Appropriation in the Division of Business Services in the amount of
$4,468 and in the Division of Instruction in the amount of $46,066 in the Headquarters budget,
as well as in the Science and Mathematics Education Initiative program in the amount of
$770,631 in the Aid to Education budget. These unobligated carryover 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 Education 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 expected for postsecondary study in engineering, mathematics and
science. These funds will be used primarily for grants with some funding used for contracts,
supplies and materials, and related central support services. The unrelated appropriation in
Innovative Programs is being reduced because the program is no longer funded.
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SYNOPSIS
CURRENT INFORMATION ITEMS

ITEM A

In accordance with the Board of Public Works’ approval of the Governor’s list of reductions for
Fiscal Year 2009, these cost containments, consisting of salaries, contractual services, and grant
contributions, became effective on March 4, 2009. This adjustment reduces General Fund
Appropriation in the Headquarters budget in the net amount of $584,406. These reductions were
discussed at the March State Board meeting.

ITEMSB & C

In accordance with Executive Order 01.01.2008.20, State Employees’ Furlough and Temporary
Salary Reduction Plan for FY 2009, this adjustment reduces General Fund Appropriation in the
Headquarters budget in the amount of $787,204 and Special Fund Appropriation in the
Headquarters budget in the amount of $20,497 for a net reduction of $807,701. These reductions
were discussed at the March State Board meeting.

ITEMSD & E

To decrease the General Fund Appropriation for FY 2009 in the Foundation Program for the
Geographic Cost of Education Index in the Aid to Education budget in the amount of
$37,879,748 and to increase the appropriation in the Innovative Programs in the Aid to Education
budget in the amounts of $23,200,000 for School Improvement Incentive Awards and
$14,829,747 for budgetary relief to local jurisdictions as part of a revenue stabilization grant
from federal stimulus funding, resulting in a net increase of $149,999 in the Aid to Education
budget.

ITEM F : :

To increase the General Fund Appropriation for FY 2009 in the Teacher Development Program
in the Aid to Education budget in the amount of $3,645,000 allocated as follows: $345,000 for
Signing Bonuses, $2,400,000 for stipends for Advanced Professional Certificates (APC) in High
Poverty Schools, and $900,000 for stipends for the National Board for Professional Teaching
Standards (NBPTS) certification in order to meet mandated funding requirements to the
Maryland Quality Teachers Incentive programs.

ITEM G

To increase the Federal Fund Appropriation from the American Recovery and Reinvestment Act
(ARRA) of 2009 state grants in the amount of $3,289,595 in the Division of Rehabilitation
Services (DORS) Client Services and in the amount of $50,000 in the DORS Workforce and
Technology Center in the Headquarters budget. These funds are available immediately to
supplement the FY 2009 appropriation for Vocational Rehabilitation Services.

ITEM H

To increase the Federal Fund Appropriation from the American Recovery and Reinvestment Act
(ARRA) of 2009 state grants in the amount of $124,737 in the Division of Rehabilitation
Services (DORS) Headquarters in the Headquarters budget. These funds are available
immediately to supplement the FY 2009 appropriation for Independent Living Services.
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ITEM I

To increase the Federal Fund Appropriation from the American Recovery and Reinvestment Act
(ARRA) of 2009 state grants in the amount of $414,962 in the Division of Rehabilitation
Services (DORS) Blindness and Vision Services in the Headquarters budget. These funds are
available immediately to supplement the FY 2009 appropriation for Vocational Rehabilitation
and services for the blind.

ITEM J

To increase the Federal Fund Appropriation from the American Recovery and Reinvestment Act
(ARRA) of 2009 state grants in the amount of $1,231,398 in the Food Services Program in the
Aid to Education budget. These funds are available immediately to assist Maryland schools in
purchasing food services equipment.

ITEM K
To restore the Federal Fund Appropriation for FY 2009 in the amount of $839,032 to Public
Libraries in the Aid to Education budget due to receipt of the increased grant award.

ITEM L
To remove remaining Federal Fund Appropriation of $351 over the amount needed for FY 2009

in the Child Care Subsidy Program in the Aid to Education budget. No services will be affected
by this reduction as funds from FY 2008 are still being used to cover expenditures. This balance
will be carried forward into FY 2010.

ITEM M
To remove the FY 2009 budget allocation of Reimbursable Funds in the amount of $300,000 in

the Division of Career Technology and Adult Learning in the Headquarters budget established
erroneously at the beginning of the fiscal year. '

ITEM N
To remove the FY 2009 budget allocation of Reimbursable Funds in the amount of $475,000 in

the Division of Career Technology and Adult Learning in the Headquarters budget established
erroneously at the beginning of the fiscal year.
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