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TO: Members of the State Board of Education
FROM: Lillian M. Lowery, Ed. D.
DATE: March 24, 2015
SUBJECT: Major Budget Realignment Request

PURPOSE:

To review and respond to the major budget realignment request items for the reporting month of
February, 2015.

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.

o Transfers between budgetary programs — The allocation of the funds between the budgctary
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.
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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.



Members of the State Board of Education
March 24, 2015

Page #3

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, 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

ACTION:

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.

We request permission to process major budget realignments in the net amount of $28,179,935
as identified in Items 1 — 8 as follows:

To align funds in the amount of $26,957,808 to recognize newly granted funds received in the
current fiscal year as listed in Items 1 through 4.

Item 1 — Fund 3445 — Baltimore Community Foundation- Judy Center.................... $330,000
Item 2 — Fund 3645 — Medical Assistance-Administration Recoveries..........ccccecvevanee $177,808
Item 3 — Fund 5805 — Child Nutrition Act- State Administration ........ccceceeeciscnneccennes $450,000

Item 4 — Fund 5945 — School Lunch Program...........eeeseinsnieeeiieninsmsi. $26,000,000
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To align funds in the amount of § 1,222,127 to recognize unobligated carryover balances
available from prior fiscal years as listed in Items 5 and 6.

Item 5 — Fund 6954 — State Assessment and Related Activities $581,426

Item 6 — Fund 8524 — Statewide Data Systems $640,701

To align authorized transfers between Programs and Divisions in the aggregate amount of
$992,768 (transfers net to zero) as listed in Items 7 and 8.

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

LML: rbb
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SYNOPSIS
CURRENT PENDING ITEMS
For the State Board meeting month of March 2015

This amendment requests increases in the Headquarters and Aid to Education budgets as follows:

ITEM 1

An increase is needed in Special Fund Appropriation in the Transitional Education Funding
Program in the Aid to Education budget in the amount of $330,000 to recognize a grant from the
Baltimore Community Foundation. These funds were granted for the purpose of providing
operating support for the Judy Centers at Liberty Elementary School and Arundel Elementary-
Middle School in Baltimore City. Judy Centers provide central locations for early childhood
education and support services for children from birth through Kindergarten and their families
who reside in specific Title I school districts.

ITEM 2

An increase in the Headquarters Special Fund Appropriation in the Division of Special
Education/ Early Intervention Services in the amount of $153,283 and in the Division of
Accountability, Assessment, and Data Systems in the amount of $24,525 (indirect cost
assessment) to recognize revenue anticipated through the collection of administrative fees
charged to participating Medicaid providers. The funds in the Division of Special Education/
Early Intervention Services will be used to cover administrative costs associated with the

program.
ITEM 3

An increase in Federal Fund Appropriation in the Office of School and Community Nutrition
Programs in the Headquarters budget in the amount of $450,000. These funds are available
from a grant received through the State Administrative Expenses for Child Nutrition program.
The objective of this program is to provide each State agency with funds for its administrative
expenses in supervising and giving technical assistance to local schools, school districts, and
institutions in their conduct of Child Nutrition Programs. State agencies that administer the
distribution of USDA Foods to schools and child or adult care institutions are also provided with
State Administrative Expense (SAE) funds. These funds will be used to cover the costs
associated with the continued development and maintenance of the MARS information system as
related to contractual services for web development, testing, and documentation. During FY15,
the MARS system will continue to be developed and refined to enhance its application features
for more effective and efficient use by all public school and non-profit agency users throughout
the State of Maryland.

ITEM 4

An increase in Federal Fund Appropriation in the Food Service Program in the Aid to Education
budget in the amount of $26,000,000 to recognize additional funds that are expected from the



National School Lunch Program. These funds will be granted to qualified recipients in the
current fiscal year for their provision of nutritious nonprofit lunch service for school children and
to encourage the domestic consumption of nutritious agricultural commodities. The federal
program reimburses for all expenses when they are earned (when the meals are served). This
program has experienced increases due to the recent recession and slow economic recovery,
leading to more students who are eligible to receive a free meal. Note that approval of this item
is still pending with the Department of Budget and Management and then it will be sent to the
General Assembly for approval.

ITEM 5

An increase in Federal Fund Appropriation in the Headquarters budget in the Division of
Accountability, Assessment, and Data Systems in the amount of $505,849 and in the Division of
Business Services in the amount of $75,577 (indirect cost assessment). These funds are available
as an unobligated carryover balance of a grant received from the State Assessment and Related
Activities program. The purpose of this program is: (1) to support the development of the
additional State assessments and standards required by Section 1111(b) of the Elementary and
Secondary Education Act (ESEA), as amended; and (2) to support the administration of those
assessments or to carry out other activities related to ensuring that the State's schools and local
education agencies are held accountable for results in cases where states have developed the
assessments and standards required by Section 1111(b). These funds will be used in the current
fiscal year for that purpose.

ITEM 6

An increase in Federal Fund Appropriation in the Division of Accountability, Assessment, and
Data Systems in the amount of $557,131 and in the Division of Business Services in the amount
of $83,570 (indirect cost assessment) in the Headquarters budget. These funds are available as
an unobligated carryover balance of a grant received from the Statewide Data Systems program.
This grant is intended to enable State educational agencies to design, develop, and implement
statewide, longitudinal data systems to efficiently and accurately manage, analyze, disaggregate,
and use individual student data, consistent with the Elementary and Secondary Education Act of
1965 and to facilitate analyses and research to improve student academic achievement and close
achievement gaps. In addition, funds are used to support contracts to improve data quality,
coordination, and use.

ITEM 7

A transfer of Federal Fund Appropriation in the amount of $332,546 from the Educationally
Deprived Children program in the Aid to Education budget to programs within the Headquarters
budget as follows: $289,170 to the Juvenile Services Education Program and $43,376 to the
Division of Business Services (indirect cost recovery). These funds are available through a grant
from the Title I State Agency Program for Neglected and Delinquent Children and Youth. 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.



The funds that are being transferred to the Juvenile Services Education Program will be used to
purchase library supplies. This transfer of related funds from the Aid to Education budget to the
Headquarters budget will not adversely affect program objectives in the Aid to Education budget
as all juvenile education facilities are now under MSDE and funds will no longer need to be
granted to the Department of Juvenile Services.

ITEM 8

A transfer of Federal Fund Appropriation within the Aid to Education budget in the amount of
$660,222 to recognize unobligated carryover balances as well as to recognize newly granted
funds in the current fiscal year.

A transfer of Federal Fund Appropriation within the Aid to Education budget in the Science and
Mathematics Education initiative program in the amount of $660,222 from the Language
Assistance program in the amount of $436,644 and from the Teacher Development program in
the amount of $223,578. These funds are available from the current and prior year grants from
the Mathematics and Science Partnerships program. The objective of the 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
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 and mathematicians
and engineers to improve those teachers’ teaching skills; (4) develop more rigorous mathematics
and science curricula that are aligned with challenging state and local academic achievement
standards and with the standards expected for post-secondary study in engineering, mathematics
and science; and (5) improve and expand training of mathematics and science teachers, including
by training such teachers in the effective integration of technology into curricula and instruction.
These funds will be granted to eligible recipients during the current fiscal year. The reduction of
the unrelated appropriation in the Language and Teacher Development programs will not
adversely affect operations in these programs.

Note that this item is subject to Budget Bill language that requires transfers from the Aid Budget
to the Headquarters Budget to be reviewed in advance by the General Assembly Budget
Committees. Therefore, this item is still pending approval.
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SYNOPSIS
CURRENT INFORMATION ITEMS
For the Reporting Month of March 2015

This amendment reduces funding in the Headquarters budget as follows:

ITEM A: This amendment is required and will reduce general fund appropriation under the
provisions of Section 7-213 of the State Finance and Procurement Article. The Board of Public
Works approved these actions at the January 7, 2015 Board of Public Works meeting. This
action is based on current revenue projections. Additional actions may be taken to reallocate the
cost containment reductions among divisions in Fiscal 2015.
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