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TO: Members of the State Board of Education
FROM: Jack R. Smith, Ph.D., Interim State Superintendent of Schoolﬁq/
DATE: September 22, 2015

SUBJECT: Major Budget Realignment Request

PURPOSE:

To review and respond to the major budget realignment request items for the reporting months of July
and August, 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.

e 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.
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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.
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e 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]

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:

s  “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 an authorized transfer from the Department of Health and Mental
Hygiene (DHMH) to the Department of Education in the amount of $100,000 per a Memorandum of
Understanding (MOU) between the two parties.

Please refer to the Synopsis of Current Pending Items beginning on page 2 for the detailed narrative
concerning this item.

JRS: akss



000001 000°001 juaunieda( [¥)0],
000°001 000001 s13)renbpesy [ejo,
SIVNAIIG UONUIAIU]
000°001 000°001 A[eg/uonesnpy [e13dg Jo uoIsIAlq €1
SYTLAVNOAVIH
spuny
a[qesinquisy
1sanbay we1doag
[ejoL
HIWHA - siuein

AvS - g Med - vadl

T wajy

STOZ 3sndny pue G107 Ang Jo sypuopy] Sunroday 2y 1o0j
Swd)] SuIpud g JUa.LIn)) 10j 3deJ Arewruing
1sanbay Juswu3ieay] 198png Jolepy .
uonesdnpTy jo yuaunreda( dels puejliep



SYNOPSIS
CURRENT PENDING ITEMS
For the Reporting Months of July and August 2015

ITEM 1

Reimbursable Fund Appropriation in the amount of $100,000 will be transferred to the Division
of Special Education/Early Intervention Services in the Headquarters budget to recognize funds
that will be received from the Department of Health and Mental Hygiene (DHMH) per a
Memorandum of Understanding (MOU) between the two parties. These funds are available
through September 30, 2015 as part of the System Development for Children with Special Health
Care Needs initiative. MSDE will use these funds to fulfill its obligations under the terms of
agreement [D OPASS #15-14633 G — M00B5400650 with DHMH. This agreement is associated
with the development of the Universal Referral Portal to the Online Individual Family Services
Plan (IFSP) Database.
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SYNOPSIS
CURRENT INFORMATION ITEMS
For the Reporting Months of July and August 2015

ITEM A
An increase to salaries, wages and fringe benefits in the aggregate amount of $2,688,000 is being
made to the Headquarters and the Maryland Longitudinal Data Systems Center budgets for the
FY 2015 two percent (2%) cost of living adjustment (COLA) as follows:

e General Fund Appropriation in the amount of $1,659,284

e Special Fund Appropriation in the amount of $38,000

e Federal Fund Appropriation in the amount of $990,716
The COLA became effective on January 1, 2015.

ITEM B

Pursuant to the Fiscal Year (FY) 2016 Budget Bill, General Fund Appropriation in the aggregate
amount of $11,250,000 has been reduced in the Headquarters and Aid to Education budgets to
represent withheld allotments as follows:

e Division of Business Services in the Headquarters budget in the amount of $500,000.
This appropriation may not be expended until the Maryland State Department of
Education (MSDE) submits a report to the budget committees on: (1) all federal grants
appropriated in programs RO0A01.01 through RO0OA01.18 in fiscal year 2015; (2) the
amount of each grant that is unexpended at the end of the State fiscal year; (3) and the
anticipated expiration date for each award. The report was due by September 1, 2015,
and the budget committees shall have 45 days to review and comment.

e Division of Accountability, Assessment, and Data Systems in the Headquarters
budget, in the amount of $500,000. MSDE is required to submit a report to the budget
committees on the progress made toward the online administration of the Partnership for
Assessment of Readiness for College and Careers (PARCC) assessments. The report
shall be submitted no later than December 1, 2015, and the budget committees shall have
45 days to review and comment.

e Division of Early Childhood Development in the Headquarters budget, in the
amount of $100,000. Funding in the amount of $100,000 may not be expended until the
Division of Early Childhood Development submits a report to the budget committees on
the Early Learning Assessment and the Kindergarten Readiness Assessments associated
with the Ready for Kindergarten: Maryland’s Early Childhood Comprehensive System
program. The report shall be submitted to the budget committees no later than December
31, 2015.

e Division of Early Childhood Development in the Headquarters budget, in the
amount of $50,000. Funding in the amount of $50,000 may not be expended until
MSDE submits a report to the budget committees on the fiscal outlook of the Child Care
Subsidy Program. The report was due to the budget committees by July 31, 2015.



Students with Disabilities Program in the Aid to Education budget, in the amount of
$10,000,000. Funding for nonpublic placements may not be expended until MSDE and
the Department of Budget and Management provide the budget committees with a report
on the “flaws” in the calculations of basic cost and the local share of basic cost. The
report was due to the budget committees by July 1, 2015.

Teacher Development Program in the Aid to Education budget, in the amount of
$100,000. This appropriation may not be expended until MSDE submits a report to the
budget committees on the proposed restructuring of fiscal incentive programs for
educators. The report shall be submitted by December 1, 2015, and the budget
committees shall have 45 days to review and comment.
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