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TO: Members of the State Board of Education
FROM: Karen B. Salmon, Ph.D., Superintendent of Schools%
DATE: August 22, 2017

SUBJECT: Budget Information — Closeout of Fiscal 2017

PURPOSE:

This document is to review and respond to final major budget realignment information for the closeout
of the 2017 fiscal year.

BACKGROUND/HISTORICAL PERSPECTIVE:

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.

Budgeét 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 that require State Board approval:

e Reconciling 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 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.

e Reconciling 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.



Members of the State Board of Education
August 22, 2017
Page #2

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 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.

Reconciling 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 to recognize lower than budgeted grant awards or Special Fund attainment.

The budget document 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 Budget Adjustment Detail — This schedule presents 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:



Members of the State Board of Education
August 22,2017

Page #3

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 for the
review/approval period.

The final column shows the Information Item adjustments.

Approval is requested for major budget realignments for the closeout of the 2017 fiscal year. Please
refer to the Synopsis of Current Information Items beginning on page 1 in the attachment for a detailed
narrative concerning the adjustments.
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CURRENT INFORMATION ITEMS
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The following Items are final adjustments to appropriation levels in FY 2017.
General Funds in Headquarters $794,000

As shown in the table below, a transfer of General Funds in the amount of $794,000 was requested
among programs within Headquarters to cover costs related to salaries, fringe benefits, contractual
services, and grants. The Juvenile Services Education Program had funds available to transfer due
to its personnel vacancy rate.

Program Program Title Net Adjustment
0102 Division of Business Services $ 230,000
0105 Office of Information Technology $ 60,000
0111 Division of Curriculum, Assessment, and Accountability $ 50,000
0113 Division of Special Education/Early Intervention Services $ 50,000
0115 Juvenile Services Education Program $ (794,000)
0120 Division of Rehabilitation Services - Headquarters $ 138,000
0122 Division of Rehabilitation Services - Workforce and Technology Center $ 236,000
0124 Division of Rehabilitation Services - Blindness and Vision Services $ 30,000

Net Adjustment -

General Funds in Aid to Education $157,015

As shown in the table below, a transfer of General Funds from the Limited English Proficiency
Program (LEP) to the Aid for Compensatory Education Program was requested in the amount of
$35,015. The LEP Program had funds available due to lower than anticipated enrollment and the
Compensatory Education Program needed additional funds to cover Washington County's free and
reduced meal enrollment count. Also, a transfer from the LEP Program to the P-TECH Program in
Innovative Programs was requested in the amount of $122,000. The P-TECH Program needed to
issue grants in FY 2017 that should have been issued in FY 2016.

Program  Program Title Net Adjustment

0202 Compensatory Education $ 35,015

0213 Innovative Programs $ 122,000

0224 Limited English Proficient $ (157,015)
Net Adjustment -
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Special Funds in Headquarters $331,759

As shown in the table below, a transfer of Special Funds in the amount of $331,759 was requested
among programs within the Headquarters budget to cover a portion of the costs related to salaries,

fringe benefits, contractual services, equipment, and grants within Headquarters. The Special Fund
appropriation that was reduced was available due to unrealized revenue or changes in the spending
plans for non-lapsing funds during the fiscal year.

Program Program Title Net Adjustment
0101 Office of the State Superintendent $ 92,000
0102 Division of Business Services $ 20,000
0104 Division of Accountability and Assessment $ 20,000
0105 Office of Information Technology $ (116,135)
0107 Office of School and Community Nutrition $ (21,974)
0111 Division of Curriculum, Assessment and Accountability $ (193,650)
0113 Division of Special Education/Early Intervention Services $ 68,529
0118 Division of Certification and Accreditation $ 20,000
0124 Division of Rehabilitation Services $

111,230
Net Adjustment -

Special Funds from FEO to Headquarters $120,000

As shown in the table below, a transfer of Special Funds was requested between Headquarters and
Funding for Educational Organizations (FEO) in the amount of $120,000 to fund the administration
of the Broadening Options and Opportunities for Students Today (BOOST) Program consistent with
language in Senate Bill 190 of the FY 2016 session. Special Fund appropriation was reduced in the
FEO BOOST Program and increased in Headquarters - Division of Business Services and also in
Headquarters - Division of Accountability and Assessment for indirect cost recovery.

Program Program Title Net Adjustment

0305 BOOST Program $ (120,000)

0102 Division of Business Services $ 120,000
Net Adjustment -
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Federal Funds in Headquarters $9,467,339

As shown in the table below, a transfer of Federal Funds in the amount of $9,467,339 was requested
among programs within Headquarters. The table reflects a summary of these changes by program:

Program Program Title Net Adjustment
0101 Office of the State Superintendent 300,000
0103 Division of Academic Policy and Innovation 50,000
0104 Division of Accountability and Assessment 1,517,339
0111 Division of Curriculum, Assessment and Accountability (1,552,339)
0120 Division of Rehabiltation Services - Headquarters 1,900,000
0121 Division of Rehabiltation Services - Client Services 4,750,000
0122 Division of Rehabiltation Services - Workforce and Technology Center 250,000
0123 Division of Rehabiltation Services - Disability Determination Services (7,915,000)
0124 Division of Rehabiltation Services - Blindness and Vision Services 700,000
Net Adjustment

The details related to this Federal Fund appropriation transfer are as follows:

AA.RO00 - Office of the State Superintendent: An increase in the amount of $300,000 to
supplement the cost of salaries and fringe benefits in the Office of the State Superintendent.

CFDA 84.126 - Rehabilitation Services - Vocational Rehabilitation Grants to States: (1) An
increase in the aggregate amount of $1,900,000 in the Division of Rehabilitation Services -
Headquarters to cover shortfalls in personnel costs and grants; (2) An increase in the aggregate
amount of $4,750,000 in the Division of Rehabilitation Services - Client Services to cover a
shortfall in direct medical service support; (3) An increase in the aggregate amount of $250,000
in the Division of Rehabilitation Services - Workforce and Technology Center to cover a shortfall
in direct medical service support; (4) An increase in the amount of $700,000 in the DORS -
Office for Blindness and Vision Services to cover a shortfall in direct medical service support.

CFDA 96.001 - Social Security Disability Insurance: A reduction in the amount of $7,915,000
in the Division of Rehabilitation Services - Disability Determination Services in direct consumer
medical services support to offset increases mentioned in CFDA 84.126, CFDA 84.367, and the
Office of the State Superintendent. This program is highly variable and so the appropriation is
budgeted at a high level and actual expenditures were below the budgeted level.

CFDA 84.368 - Statewide Data Systems: An increase in the amount of $1,517,339 in the
Division of Accountability and Assessment to cover grants issued in FY 2017.
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CFDA 84.412 - Race to the Top - Early Learning Challenge: A reduction in the amount of
$1,552,339 in the Division of Early Childhood Development in Headquarters to offset the
increase mentioned in CFDA 84.368 and to supplement the anticipated cost of fringe benefits in
the Office of the State Superintendent.

Federal Funds in Aid to Education $19,811,585

As shown in the table below, a Federal Fund appropriation transfer in the amount of $19,811,585
was requested among programs within Aid to Education. The table reflects a summary of these
changes by program:

Program Program Title Net Adjustment
0204 Children at Risk 6,900,000
0206 Formula Programs for Specific Populations 984,096
0208 Assistance to States for Educating Students with Disabilities 6,477,489
0212 Educationally Deprived Children 4,500,000
0218 Career and Technology Education 950,000
0227 Food Services Program (19,811,585)
Net Adjustment -

The details related to this Federal Fund appropriation transfer request are as follows:

CFDA 10.555 - Section II - School Lunch: An aggregate reduction in the amount of
$19,811,585 in the Food Service Program - Aid to Education. Federal appropriation was
available in the Food Services Program due to lower than expected participation in the
Community Eligibility Program.

CFDA 84.287 - Twenty-First Century Community Living Centers: An increase in the
amount of $6,900,000 in the Children at Risk Program - Aid to Education. The U.S. Department
of Education extended the ending date of prior year grants based on MSDE's plan to address a
two-year backlog of unexpended funds. Prior to the plan, the program had limits on the amount
that could be awarded to each grantee. The additional appropriation is needed in FY 2017 to
ensure that the expenditure plan is followed and Federal Funds are expended before the grant
expires.

CFDA 84.419 - Preschool Development Grants: An increase in the amount of $984,096 in the
Maryland Prekindergarten Expansion Program - Aid to Education. The carryover funds from the
prior year were reallocated to qualified preschool programs and Judy Centers.

CFDA 84.027 - Individuals with Disabilities Act - IDEA Part B State Grants: An increase in
the amount of $6,477,489 in the Assistance to States for Educating Students with Disabilities
Program - Aid to Education. The funds from the Individuals with Disabilities Program are being
disbursed to qualified recipients based on the federal award received in FY 2017, which is more
than the budgeted amount for FY 2017.
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CFDA 84.010 - Chapter 1 Programs Local Educational Age: An increase in the amount of
$4,500,000 in the Educationally Deprived Children Program. The increase is based on Maryland
census data that was used in the federal formula calculation. The increase in funding was
unanticipated and grants must be awarded to recipient LEAs in the current fiscal year. Therefore,
an increase in appropriation is needed to adhere to federal requirements on how grants are
awarded.

CFDA 84.048 - Career and Technical Education Grants: An increase in the amount of
$950,000 in the Career and Technology Education Program - Aid to Education. Carryover funds
from the Career and Technology Education grant are being disbursed to qualified recipients.
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