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FISCAL AND POLICY NOTE

Senate Bill 1032 (Senator Rosapepe)

Budget and Taxation and Education, Health,
and Environmental Affairs

Funding Formula to Expand K-12 Online Education

This bill requires the Maryland State Department of EducatioB3H) to set fees for
online courses and services offered by the Maryland Virtual Legar@pportunities
(MVLO) Program at 90% of the target per pupil amount for eadktifoé equivalent
(FTE) public school student enrolled in an online course. Thisdeedsle begins in
fiscal 2012. MSDE must also establish an online course feeypwoli individuals not
enrolled in public schools. Beginning in 2010, MSDE must submit an hrep@t on

the progress of MVLO by September 1.

The bill expresses legislative intent that the Governor includaearfiscal 2010 State
budget an appropriation of $1.5 million for MVLO. In fiscal 2011, the Governgst m
include in the State budget an appropriation of $1.5 million for the gmodrom the
allocation for Maryland in the federal American Recovery andnWsitment Act
(ARRA) of 2009.

The bill takes effect July 1, 2009.

Fiscal Summary

State Effect: General fund expenditures increase by $1.5 million in FY 2010 tcaisere
the capacity and course offerings of MVLO. In FY 2011, federahudtis fund
expenditures increase by $1.5 million to further increase MVLO aifgpand course
offerings. Special fund revenues and expenditures increase byraatedt$4.4 million
in FY 2012 from local school system and individual course fees. Future yea $pedi
revenues and expenditures reflect estimated increases target per pupil amount.
This bill establishes a mandated appropriation for FY 2011.



($ in millions) FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
SF Revenue $0 $0 $4.4 $4.5 $4.6
GF Expenditure $1.5 $0 $0 $0 $0
SF Expenditure $0 $0 $4.4 $4.5 $4.6
FF Expenditure $0 $1.5 $0 $0 $0
Net Effect ($1.5) ($1.5) $.0 $.0 $.0

Note:() = decrease; GF = general funds; FF = federal funds; SF = special funds; - = indeterminate effect

Local Effect: Local school system expenditures for MVLO courses may inerbat
will depend on local decisions about the use of MVLO courses. |sotalol system
expenditures will be an estimated $442 per student per MVLO cours® iR0E2.

Long-term savings may be realized through expanded use of MVLO sourRsenues
are not affected.

Small Business Effect: None.

Analysis

Current Law: MSDE must provide virtual learning opportunities that include expanded
educational choices not otherwise available to students. Virtualegsiohal
development opportunities for educational staff must also be provide@&DEMis
responsible for developing and procuring online courses and services.

There is a Maryland Virtual Learning Opportunities Fund. Tla¢eSB8oard of Education
may set reasonable fees for online courses and services provideghtMVLO. The

fees charged must be set so as to produce funds to support nraiatenadviaryland

virtual learning opportunities.

Background: According to the International Association for K-12 Online Learnasy
of fall 2008, 21 states offer full-time online schools. These scharelsoften charter
schools, although some noncharter, district-run programs are alsdbkvadastudents
across some states. Other states, including Maryland, offer suppéom@imte courses.

In Maryland, supplemental online courses are offered through MVLO. LIS
managed by MSDE and is designed to expand the access of Marylal smnool
students to challenging curricula aligned to the Maryland Contentl&t@s and other
appropriate standards through the delivery of high quality online couk$¢kO offers
approximately 62 online courses through the Maryland Virtual School MM
collaboration with the local school systems. Students may takly a course through
MVS with the permission of their local school systems and thehod principals.
Credit can only be awarded for MSDE-approved courses. MVLO igraskfor use by
high school students; Maryland does not offer online learning opportunisemdd for

elementary and middle school students.
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In fiscal 2008, 935 students were enrolled in non-MSDE-funded online couvkeSE
estimates the same number of students will be enrolled in aduses in fiscal 2009.
MSDE reports that MVLO’s current course offerings and capaetg below
demonstrated student and staff needs and that, under the current fundatgrestr
MVLO will continue to operate in a limited capacity. Curkgntocal school systems
reimburse MSDE for a course on a per pupil basis. Some |duablssystems pass the
costs on to the student, while others pay most or all of the costs.

State Revenues. Special fund revenues increase by an estimated $4.4 million in
fiscal 2012. This estimate reflects the following information and assumptions.

° It is assumed that individuals not enrolled in local school systeill pay the
same per course fees as students enrolled in local school systems.
L MSDE assumes that an additional 10,000 students will enrMMbhO courses in

fiscal 2012 because the $3 million in online course infrastructnpeovements
made during fiscal 2010 and 2011 will make the courses more appealing.

o Assuming the additional students each take one one-semestss peuryear, this
equates to approximately 714 additional FTE students enrolled in MVLO courses.

o It is estimated that the target per pupil amount will be $6,87édal 2012. The
bill requires local school systems to reimburse MSDE 90%hef ger pupil
amount per FTE student enrolled in an MVLO course, which will be $6,187.

° Assuming 714 FTE students and a $6,187 per FTE student reimbursaneent
special fund revenues will be approximately $4.4 million in fiscal 2012.

Future year revenues reflect increases in the target per pupuna and a constant
enrollment of approximately 10,000 students per year.

State Expenditures. General fund expenditures increase by $1.5 million in fiscal 2010
to increase the capacity and course offerings of MVLO. MSDEsadvihat the
additional funds will be used to hire two permanent employees forMafihd to contract
for technical assistance. In fiscal 2011, $1.5 million in fedeRRA funds must be
included in the State budget for MVLO. MSDE estimates that ##®mprovided over
two years will increase the capacity of MVLO to meet thexalestrated student and staff
needs for online learning. It is unclear, however, what federalAARRds will be used
to meet this mandate. The Governor’'s budget plan for fiscal 2010 andugé4lhe
ARRA State Fiscal Stabilization Funds that have been earmarked for educasupport
regular increases in education aid formulas, so any redireaftitrese federal funds for
MVLO will result in an equivalent general fund expenditure incrdase¢he education
aid formulas. Further, State Fiscal Stabilization Funds mustdzktassupport formulas
that are in place prior to October 1, 2008. If any funds are Vet after support is
provided for existing formulas, the remaining federal funds must bebdigtd through
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the allocation used for the existing federal Title | allocatiooweler, the Governor may
have greater discretion with other ARRA funds or Maryland coedeive some of the
competitive education grants available through the legislation.

In future years, it is assumed that special fund expendiutiematch the special fund
revenues generated by the course fees. The additional expenditlirbe wsed to
support MVLO.

Local Expenditures. Local school system expenditures depend on local decisions to
enroll students in MVLO courses. Given the assumptions detadkedv, local school
system expenditures will be approximately $442 in fiscal 2012 péLMcourse.
Currently, MVLO costs to local school systems vary from $45$625 per course
depending on the vendor and the local school system’s reimbursement policy.

° It is estimated the target per pupil amount will be $6,874 inlfd@h2. The bill
requires local school systems to reimburse MSDE 90% of th@ygel amount
per FTE student enrolled in an MVLO course, which will be $6,187.

o High school students generally take about seven courses over twstessneach
year. An MVLO course will therefore represent about one-fouttteeihan FTE,
or approximately $442 per course.

In future years, per course costs will increase relative to the fsgpupil amount.

In fiscal 2009, 90% of the target per pupil amount is $6,025, yet local ssy&ieins are
spending an average of nearly $13,900 per student. Paying 90% of the tammapibe
amount for each FTE student enrolled in an MVLO course, theref@ag,represent a
significant savings to local school systems, particularly if langenbers of students
enroll in the online courses. Although there would probably need to be siiaidocal
investments in technology to enable expanded use of MVLO, long-teingsaould be
realized.

Additional Information
Prior Introductions; None.

CrossFile: None.
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Information Source(s): Allegany, Harford, Montgomery, Talbot, and Wicomico
counties; Baltimore City, Department of Budget and Management; |MalyState
Department of Education; International Association for K-12 Onlioearning;

Department of Legislative Services

Fiscal Note History:  First Reader - March 24, 2009
ncs/mwc

Analysis by: Caroline L. Boice Direct Inquiries to:
(410) 946-5510

(301) 970-5510
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