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TO:  Assembly Members 
 
FROM: Brenda Ahlberg 
 
DATE: 01 December 2009 
 
SUBJECT: Draft Ordinance 2009-19-18 Supporting Documentation 
  
 
Per Assembly member Fisher’s requested I have attached two supporting documents for your 
reference: 
 
1. Appendix B “Federal Audit Compliance Supplement,” which details program objectives, 
procedures and compliance requirements. 
 
2. The Catalogue of Federal Domestic Assistance summary CFDA 84.397, which scopes the 
federal requirements and guidelines for the program. 
 



84.397 - State Fiscal Stabilization Fund (SFSF) - Government Services, Recovery Act - CFDA: Programs 

State Fiscal Stabilization Fund (SFSF) - Government Services, Recovery Act 
Number 84.397 

Agency: Department of Education 

----------.__. 

iformation 

Authorization (040): 

American Recovery and Reinvestment Act of 2009 (ARRA), Division A, Hie XIV, Public Law 111-5. 

Objectives (050): 

To support public safety and other government services, which may include assistance for elementary, secondary education and pUblic institutions of higher education (IHEs), 

and for modernization, renovation or repair of public school facilities and IHE facilities. 

Types of Assistance (060): 

Formula Grants 

Uses and Use Restrictions (070): 

States must use 18.2 percent of the State Fiscal Stabilization funds for education, public safety, and other government services, which may include assistance for elementary 

and secondary education and public IHEs, and for modernization, renovation, or repair of public school facilities and IHE facilities. 

Eligibility Requirements (080) 

Applicant Eligibility (081): 

State (includes District of Columbia, public institutions of higher education and hospitals): Elementary/secondary Education. Local (includes State-designated Indian Tribes, 

excludes institutions of higher education and hospitals: Elementary/Secondary Education 

Beneficiary Eligibility (082): 

State; Local; Specialized group (e.g. health professionals, students, veterans); Education Professional; StudentlTrainee; School; Education (0-8); Education (9-12) 

Credentials/Documentation (083): 

No Credentials or documentation are required. This program is excluded from coverage under OMS Circular No. A~7. 

Application and Award Process (090) 

Preapplication Coordination (091): 

Preapplication coordination is not applicable. Environmental impact information is not required for this program. This program is excluded from coverage under E.O. 12372. 

Application Procedures (092): 

This program is excluded from coverage under OMS Circular No. A-102. This program is excluded from coverage under OMS Circular No. A-11 O. The Governor must submit 
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84.397 - State Fiscal Stabilization Fund (SFSF) - Government Services, Recovery Act - CFDA: Programs 

an application to the Department of Education (ED) containing assurances that the State will: (a) maintain support for elementary, secondary, and postsecondary education for 

FY 2009,2010, and 2011 at the FY 2006 level; (b) take actions to address inequities in the distribution of highly qualified teachers; (c) improve the collection and use of 

education data: (d) enhance the quality of the State's academic standards and assessments; (e) include limited English proficient students and students with disabilities in 

State assessments; and (f) take actions to tum around schools identified for corrective action or restructuring under Title I, Part A of the ESEA, 20 U.S.C. 6301 et seq. Each 

State must also provide baseline data that demonstrates its current status in each of the areas described in the assurances referenced above, and adescription of how it 

intends to use its allocation, and other information as the secretary may require. 

Award Procedure (093): 

The Department of Education will make awards to States on aformula basis upon approval of the State application. 

Deadlines (094): 

Ju101, 2009 

Range of Approval/Disapproval Time (095): 

Approval time will vary by State. 

Appeals (096): 

Not Applicable. 

Renewals (097): 

Not Applicable. 

Assistance Consideration (100) 

Formula and Matching Requirements (101): 

Statutory Formula: Tifle XIV, Division A, Public Law 111-5. 

Matching Requirements: Sixty-one percent of State allocations are based on relative shares of individuals aged 5to 24, and 39 percent are based on relative shares of total 

POPUlation. 

This program has MOE requirements, see funding agency for further details. 

Length and Time Phasing of Assistance (102): 

Any funds that the Governor does not sUbgrant or otherwise commit within 2 years will be reobligated. Funds are available for obligation until September 30, 2011. The 

Secretary of Education will reallocate any returned funds to the remaining States. See the following for information on how assistance is awarded/released: Electronic transfer. 

Post Assistance Requirements (110) 

Reports (111): 

For each year of the program, a State receiving funds under this title shall subm« a report to the Secretary, that describes the uses of funds provided under this title within the 

State; the distribution of funds received; the number of jobs saved or created; tax increases averted; the State's progress in reducing inequities in the distribution of highly­

qualified teachers, developing a longitudinal data system, and implementing valid assessments; actions taken to Iim« tuition and fee increases at public IHEs; and the extent to 

which public IHEs maintained, increased, or decreased enrollments of in-State sbJdents. Specific reporting requirements are detailed in Division A, Tnle XV of ARRA. Cash 

reports are not applicable. No progress reports are required. Expend«ure reports are required in accordance with guidance from OMS and the Department. Contact the 

program office for additional information. No performance monitoring is required. 

Audits (112): 

In accordance with the provisions of OMS Circular No. A-133 (Revised, June 27. 2003), "Audits of States, Local Governments, and Non-Profit Organizations," nonfederal 
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entities that expend financial assistance of $500,000 or more in Federal awards will have asingle or aprogram-specific audit conducted for that year. Nonfederal entities that
 

expend less than $500,000 ayear in Federal awards are exempt from Federal audit requirements for that year, except as noted in Circular No. A-133. All grantees are subject
 

to the provisions of the Single Audit Act, 31 U.S. Code 75, and OMB circular A-133.
 

Records (113):
 

Each recipient must maintain records that fully disclose the total cost of the activity for which the funds are used, the share of the cost provided from other sources, and other
 

such records as will facilitate an effective financial or programmatic audit. The recipient shall maintain such records for three years after the completion of the activity for which
 

funds are used.
 

Financial Information (120) 

Account Identification (121): 

91-1909-0-1-501. 

Obligations (122): 

(Formula Grants) FY 08 $0; FY 09 est $8,842,652,000; FY 10 est $0 

Range and Average of Financial Assistance (123): 

Awards to States will vary in size from approximately $15 million to $1 billion. The average grant award will be approximately $169 million. 

Program Accomplishments (130): 

Not Applicable. 

Regulations, Guidelines, and Literature (140): 

Guidance for this program can be found at http://www.ed.govfprogramslstatestabilizationlapplicant.html 

Information Contacts (150) 

Regional or Local Office (151) : 

None. 

Headquarters Office (152): 
James Butler Office of Elementary and Secondary Education, Department of Education, 400 Maryland Ave., SW., Washington, District of Columbia 20202 Email: James. 

Butler@ed .gov Phone: (202) 260-9737 

Website Address (153): 

http://www.ed.govfprogramsfstatestabilization 

Related Programs (160): 
84.394 State Fiscal Stabilization Fund (SFSF) - Education State Grants. Recovery Act; 84.395 State Fiscal Stabilization Fund (SFSF) - Race-ta-the-Top Incentive Grants, 

Recovery Act; 84.396 State Fiscal Stabilization Fund (SFSF) - What Works and Innovation Fund, Recovery Act 

Examples of Funded Projects (170): 

Not Applicable. 

Criteria for Selecting Proposals (180): 

Not Applicable. 
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APPENDIX B -- FEDERAL AUDIT COMMPLIANCE SUPPLEMENT
 

CFDA 84.397 STATE FISCAL STABILIZATION FUND (SFSF) - GOVERNMENT SERVICES, 
RECOVERY ACT 

I. PROGRAM OBJECTIVES 

The objectives of the SFSF . Education State Grants (Education Stabilization Fund) program are to support and restore 
funding for elementary, secondary, and postsecondary education and, as applicable, early childhood education programs and 
services in States and local educational agencies (LEAs). The objectives of the SFSF - Government Services program are to 
support public safety and other government services, which may include assistance for elementary and secondary education 
and public institutions of higher education (IHEs), and for modernization, renovation, or repair of public school facilities 
and (HE facilities. 

II. PROGRAM PROCEDURES 

The American Recovery and Reinvestment Act of 2009 (ARRA) (Pub. L. No. 111-5) authorized the SFSF programs. States 
apply for funding from the Education Stabilization Fund and the Government Services program under a single application 
(Section 14002 of ARRA). To receive its initial SFSF allocation under these programs, a State submits an application to the 
Department of Education (ED) that provides (1) assurances that the State is committed to advancing education reform in 
four specific areas (increase teacher effectiveness and address inequities in the distribution of highly qualified teachers; 
establish and use a pre-K-through-college-and-career data system to track progress and foster continuous improvement; 
make progress towards rigorous college- and career-ready standards and high-quality assessments that are valid and reliable 
for all students, including limited English proficient students and students with disabilities; and provide targeted, intensive 
support and effective interventions to tum around schools identified for corrective action and restructuring), (2) baseline 
data that demonstrate the State's current status in each of the four education reform areas, (3) maintenance-of-effort 
information, and (4) a description of how the State intends to use its SFSF allocation. 

SFSF funds for both programs are allocated to States in two phases. In Phase I, ED allocates 67 percent of a State's total 
SFSF allocation within 2 weeks of receipt of an approvable SFSF application. However, if a State demonstrates in its 
application that this amount is insufficient to prevent the immediate layoff of personnel by school districts, public IHEs, or 
State or local agencies, ED can award the State up to 90 percent of its total SFSF allocation in Phase I. If a State 
demonstrates an immediate need for additional Government Services funds, by submitting a letter to ED justifying the 
request, then ED may award the State up to 90 percent of its Government Services funds. The deadline for Phase I 
applications was July 1,2009 (see the May 13, 2009 Federal Register, 74 FR 22530). In Phase II, the ED will allocate the 
remaining SFSF funds to a State after it submits an application addressing the requirements established in a Federal 
Register notice. 

The application process and program structure for the Insular Areas differs from the process and program structure for the 
States. However, the general ARRA prohibitions on uses of funds and maintenance of effort (see III.G.2.1) requirements 
apply to the Insular Areas. The "Insular Areas" are Guam, American Samoa, U.S. Virgin Islands and the Commonwealth of 
the Northern Mariana Islands. Information on how the program differs for the Insular Areas is available on the Internet at: 
hnp:;.:www.ed.gov/programs/statestabilization/applicant.html. 

Source of Governing Requirements 

These programs are authorized by Title XIV of ARRA. Education Stabilization funds may be used for activities authorized 
by the Elementary and Secondary Education Act of 1965 (ESEA) (20 USC 6301 et seq.), the Individuals with Disabilities 
Education Act (20 USC 1400 et seq.), the Adult and Family Literacy Act (20 USC 1400 et seq.), or the Carl D. Perkins 
Career and Technical Education Act of 2006 (20 USC 2301 et seq.), or for modernization, renovation, or repair of public 
school facilities, including modernization, renovation, and repairs that are consistent with a recognized green building rating 
system. However, other than the permissible uses of funds under those statutes, the applicable statutes and regulations for 
those programs (such as the prohibition of using Federal program funds to supplant funds from non-Federal sources) do not 
apply to SFSF funds (Section] 4003(a) of ARRA). 

Availability of Other Program Information 

Non-regulatory guidance for the SFSF programs (Guidance on the State Fiscal Stabili:i.Jtion Fund Program - April 20(9) is 
available from links on the ED's website at: http://www.cd.gov/programslstatcstabiIi7ation/applicJllt.html 
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III. COMPLIANCE REQUIREMENTS 

In developing the audit procedures to test compliance with the requirements for a Federal program, the auditor should 
nrst look to Part 2, Matrix of Compliance Requirements, to identify which of the 14 types of compliance requirements 
described in Part 3 are applicable and then look to Parts 3 and 4 for details of the requirements. 

A. Activities Allowed or Unallowed 

I.	 Allowahle Activities - Education Stabilization Fund - Slates 

a.	 States shall use Education Stabilization funds: 

(I)	 For support of elementary and secondary education and, as applicable, early childhood education 
programs and services to restore the amount of funds needed to bring the level of State support for the 
State's fiscal years 2009, 2010, and 2011 to the greater of the fiscal year 2008 or 2009 level, using the 
state's primary elementary and secondary funding formula(e), as described by the State in its application. 
Also, if a State enacted fonnulae increases to support elementary and secondary education for the State's 
fiscal years 20 I0 and 20 I I prior to October 1, 2008, these funds must be used to support such increases. 

(2)	 For support to IHEs to restore the amount of funds needed to bring the level of State support for the 
State's fiscal years 2009,2010, and 2011 to the greater of the fiscal year 2008 or 2009 level, as described 
by the State in its application. 

(3)	 If the Governor determines that the amount of Education Stabilization funds available is insufficient to 
support public elementary, secondary and postsecondary education at the required levels for fiscal years 
2009, 20 I0, and 201 t, the Governor must allocate those funds between those activities proportionally to 
the relative shortfall for each of these education sectors (Section 14002(a) of ARRA). 

b.	 Any remaining Education Stabilization funds must be used to provide LEAs in the State with sub grants 
based on their relative shares of funding under part A of title I of ESEA (20 USC 6311 et seq.) for the most 
recent year for which data are available (Section 14002(a)(3) of ARRA). 

2.	 Allowable Activities - Education Stabilization Fund - LEAs 

a.	 LEAs may use Education Stabilization funds for any activity that is authorized under the following Federal 
education acts: 

•	 The Elementary and Secondary Education Act of 1965 (ESEA); 

•	 The Individuals with Disabilities Education Act (IDEA); 

•	 The Adult Education and Family Literacy Act; or 

•	 The Carl D. Perkins Career and Technical Education Act of2006 

b.	 To the extent consistent with State law, an LEA may use Education Stabilization funds for modernization, 
renovation, or repair of public school facilities, including modernization, renovation, and repairs that are 
consistent with a recognized green building rating system. Although ED encourages that any modernization, 
renovation or repair is consistent with a recognized green building rating system, this is not a requirement. 

c.	 LEAs, (including charter school LEAs) have considerable flexibility in determining how best to use 
Education Stabilization funds. Because the amount of Education Stabilization funding that an LEA receives 
is determined strictly on the basis of formulae and ARRA gives LEAs considerable flexibility over the use of 
these funds, neither the Governor nor the SEA may mandate how an LEA will or will not use the funds. As 
stated above, an LEA may use these funds for activities authorized under the ESEA. Because the ESEA 
includes the broad Impact Aid authority (see Title VHI of the ESEA), an LEA may use Education 
Stabilization funds for activities that would be allowable under Impact Aid. This flexibility applies to all 
LEAs that receive Education Stabilization funds. and is not limited to those LEAs that also receive Impact 
Aid funds. 



Most funds that the ED awards under Impact Aid are considered to be general aid to LEAs. Thus, under the 
Impact Aid authority, an LEA may use Education Stabilization funds for educational purposes consistent 
with State and local requirements, subject to ARRA and other applicable Federal requirements, including the 
limitations discussed below. 

Construction of new school buildings is an authorized activity under the Impact Aid construction program in 
section 8007 of the ESEA. Thus, subject to the ARRA statutory requirements and prohibitions governing the 
uses of Education Stabilization funds, an LEA (including a charter school LEA) may use the funds to support 
the construction of new school buildings, including construction activities that are consistent with a 
recognized green-building rating system. 

Because an LEA may consider Education Stabilization funds to be available for any activity authorized under 
the Impact Aid program, the funds may be used to support both current expenditures and other expenses such 
as capital expenditures. Among other things, Education Stabilization funds may be used for activities such as: 
paying the salaries of administrators, teachers, and support staff; purchasing textbooks, computers, and other 
equipment; supporting programs designed to address the educational needs of children at risk of academic 
failure, limited English proficient students, children with disabilities, and gifted students; and meeting the 
general expenses of the LEA (Section 14003 of ARRA). 

3.	 Allowable Activities - Education Stabilization Fund -lHEs 
a.	 II-iEs may use Education Stabilization funds for two purposes: (I) Education and general expenditures in 

such a way as to mitigate the need to raise tuition and fees for in-State residents; and (2) modernization, 
renovation, or repair of IHE facilities that are primarily used for instruction, research, or student housing, 
including modernization, renovation, and repairs that are consistent with a recognized green-building rating 
system. Although ED encourages that any modernization, renovation or repair is consistent with a recognized 
green building rating system, this is not a requirement (Section 14004 of ARRA). 

b.	 While neither the Governor nor the SEA may mandate how an LEA will or will not use the funds, this 
limitation does not apply to IHEs. For example, a Governor may restrict an IHE's use of funds to 
expenditures that would mitigate the need for increases in tuition and fees paid for by in-State students 
(Section 14004(a) of ARRA). 

l.	 Allowable Activities - Government Services 

a.	 The Governor shall use Government Services funds for public safety and other government services, which 
may include assistance for elementary and secondary education and public IHEs. The Governor may also use 
Government Services funds for modernization, renovation, or repair of public school facilities and IHE 
facilities, including modernization, renovation, and repairs that are consistent with a recognized green 
building rating system, subject to the requirements in ARRA. Although ED encourages that any 
modernization, renovation or repair is consistent with a recognized green building rating system, this is not a 
requirement. Governors are also permitted to use part of their Government Services funds to support 
administrative costs associated with implementing ARRA, including costs related to monitoring sub grantees 
and complying with the ARRA reporting requirements (Section 14002(b) of ARRA). 

b.	 Unlike the Education Stabilization Fund program, ARRA does not require Governors to use State funding 
formulae when awarding funds to LEAs, and they do not have to allocate Government Services funds 
proportionaHy with an LEA's share of funding under Part A of Title I of the ESEA. Government Services 
funds may be allocated to any entity for the broad range of public safety and other government services 
activities, including assistance to elementary and secondary education and public IHEs, and for 
modernization. renovation, or repair of public school facilities and IHEs' facilities. 

The scope of allowable activities under the Government Services program is broad, and is not limited to 
modernization, renovation, or repair of public school facilities or IHEs. Subject to limitations in Section 
14004(c) of ARRA (see paragraph 6.c below), Governors are permitted to use Government Services funds 
for construction and infrastructure support. 

When providing funds to nIEs, the Governor cannot consider the type or mission of the institution. and must 
consider any IHE (as defined in section 101 of the Higher Education Act (BEA) of 1965 (20 USC 100 I) for 
funding for modernization, renovation, and repairs within that State, as long as that institution continues to 
meet the eligibility requirements in the programs under title IV of the HEA (Section 1400:2(b) of ARRA). 
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5.	 Allowable Activities - Education Stabilization Fund and Government Services 

Upon prior approval from the Secretary of ED, the State or LEA that receives SFSF funds may treat any portion 
of such funds that is used for elementary, secondary, or postsecondary cducation as non-Federal funds for the 
purpose of any requirement to maintain fiscal effort under any other program, including Part C of IDEA, 
administered by the Secretary (Section I40I2(d) of ARRA). 

6.	 Unullowable Activities - Education Stabilization Fund and Guvernment Services 

a.	 SFSF funds cannot be used to provide financial assistance to students to attcnd private elementary or 
secondary schools, unless the funds are used to provide special education related services to children with 
disabilities as authorized by the IDEA (Section 140 II of ARRA). 

b.	 SFSF funds cannot be used to supplement or restore "rainy day funds," as transferring SFSF funds to a rainy 
day fund does not constitute an obligation under 34 CFR section 76.707. 

c.	 No entity may use SFSF funds for: 

( I)	 Maintenance of systems, equipment, or facilities; 

(2)	 Modernization, renovation, or repair of stadiums or other facilities primarily used for athletic contests or 
exhibitions or other public events for which admission is charged to the general public; or 

(3)	 Modernization, renovation, or repair of facilities used for sectarian instruction or religious worship, or in 
which a substantial portion of the functions of the facilities are subsumed in a religious mission (Section 
14004(c) of ARRA). 

d.	 LEAs may not use SFSF funds for: 

( I) Payment of maintenance costs; 

(2)	 Stadiums or other facilities primarily used for athletic contests or exh~bitions or other events for which 
admission is charged to the general public; 

(3)	 Purchases or upgrades of vehicles; 

(4)	 Improvement of stand-alone facilities whose purpose is not the education of children, including central 
office administration or operations or logistical support facilities; or 

(5)	 School modernization, renovation, or repair of that is inconsistent with State law (Section 14003(b) and 
(c) of ARRA). 

e. IHEs may not use SFSF funds for increasing their endowments (Section 14004(b) of ARRA). 

7.	 Unallowable Activities Applicable to Government Services 

Government Services funds cannot be used to pay down past debt. Government Services funds must be used for 
public safety and other government services, precluding the use of Government Services funds to pay down past 
debt (Section 14002(b)(I) of ARRA). 

D. Oavis-Bacon Act 

A II construction, modernization, renovation, and repair activities are subject to the Davis-Bacon Act (Section 1606 of 
ARRA). 

G. Matching, Level of Effort, Earmarking 

J. Matching - Not Applicable 

2. t Level of Effort - ,\!ainlenwu.:e uJ ~/f{)rt (8-4.39-4) 



Under the Education Stabilization Fund program, a State is required to maintain its level of support for 
elementary and secondary education and for public IHEs. Those requirements are: 

(I)� In each of fiscal years 2009, 20 I0, and 2011, the State will maintain State support for elementary 
and secondary education at least at the level of such support for fiscal 2006. 

(2)� In each of fiscal years 2009, 2010, and 201 I, the State will maintain State support for public IHEs 
(not including support for capital projects or for research and development or tuition and fees paid 
by students) at least at the level of such support for fiscal year 2006 (Section 1,4005(d) of ARRA). 

However, the Secretary of Education may waive or modify such requirements for fiscal years 2009, 20 I0, or 
20 II, if the Secretary determines the State will not provide a smaller percentage of the total revenues 
available to the State for elementary, secondary, and postsecondary education than that provided in the 
preceding fiscal year (Section 14012(b) and (c) of ARRA). 

Nevertheless, the level of effort required by a State for the following fiscal year shall not be reduced (Section 
I4012(e) of ARRA). 

2.2 Level of Effort - Supplement Not Supplant - Not Applicable 

3. Earmarking - Not Applicable 

H. Period of Availability of Federal Funds 

Funds from both SFSF programs remain available for local obligation through September 30, 2011. With specific 
approval from ED, funds from both SFSF program may be used to pay for pre-award costs to a specific date, no 
earlier than February 17,2009 (Section 1603 of ARRA and 20 USC I225(b». 
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