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BULLETIN NO. 031-09  FINANCIAL RESOURCES/FISCAL
TO:

Educational Service District Superintendents



School District Superintendents



Financial Resource Directors



ESD Fiscal Officers/Managers


FROM:
Randy I. Dorn, State Superintendent of Public Instruction

RE:

American Recovery and Reinvestment Act (ARRA) Funds 

CONTACT:
Jennifer Priddy, Assistant Superintendent

Financial Resources

(360) 725-6111, Jennifer.priddy@k12.wa.us 

Agency TTY number:  (360) 664-3631

This bulletin is to notify school districts of new requirements of the federal American Recovery and Reinvestment Act (ARRA) funds, specifically: ARRA State Fiscal Stabilization Funds (SFSF), ARRA Individuals with Disabilities Education Act (IDEA), and ARRA Title I, Part A funds.  Information covers the purpose of funds, allowable expenditures, and district requirements to receive funds, the schedule of funds availability, relevant revenue and expenditure codes, Maintenance of Effort (MOE) provisions, and the specific school years that the funding applies.

Information is summarized in three sections, divided by funding type.  Attachment A to this document is a series of Frequently Asked Questions (FAQ) and Answers.  The FAQ will continue to be updated and posted at http://www.k12.wa.us/safs/09budprp.asp.  Business managers and ESD fiscal officers will be notified via e-mail to check for any updates at this site.

STATE FISCAL STABILIZATION FUNDS (SFSF)

As background, in enacting the (ARRA), Congress and the President provided funding to states to stabilize state funding for education and avoid deeper funding reductions 
driven by our nation’s declining economic health.  In total, the $739 million in federal resources used to pay for the state’s obligation in general apportionment, I-728, and in

Levy Equalization is critical to our state’s ability to avoid deeper cuts in K-12.  This is 

K-12’s proportionate share of these dollars, with the balance going to higher education.

The legislative budget has directed OSPI to use the ARRA SFSF funds to replace I-728 funding in the 2008-09 school year; however, in order to provide the intended $453 million to school districts, consistent with the federal rules, OSPI will instead replace a portion of state revenue for General Apportionment with ARRA resources for May, June, July and August 2009.  At this time, OSPI does not plan to replace state funding for I-728 with SFSF in the 2008-09 school year.  However, as we receive more information from federal partners, or get deeper into the specifics of this swap for individual school districts, we may need to revisit this issue.

In the 2009-10 school year, the legislative budget directs the use of $286 million in ARRA Fiscal Stabilization resources to replace state revenue for I-728 and Levy Equalization.

Summary of SFSF Implementation

· This funding does not represent an increase in funding for districts.
· This funding is provided as a partial replacement to state funds in the 2008-09 and 2009-10 school year.  Districts cannot receive the SFSF funds to replace state funds unless they complete an application in iGrants.  All districts have completed an application at this point.

· Allowable expenditures depend on the federal program your district identified as 

the governing program in your iGrants application.  Most districts identified 

Title VIII, Impact Aid.  Impact Aid has very broad allowable uses and few 

exclusions; more information can be found at http://www.ed.gov/about/offices/list/oese/impactaid/index.html .  Further, Title VIII does not require time-and-effort in order to Journal Voucher (JV) expenditures to the new stabilization Program 13.

· New information:  Pre-award expenditures are allowable to the grant.  The date which expenditures are allowable, as approved by the U.S. Department of Education is April 1, 2009. 

· OSPI will apply on behalf of the state for the waiver to use SFSF as state funds in MOE calculations.  Waiver requests are not yet available to states, but ED staff has suggested that the department intends to be very flexible in considering these requests.  

· In 2008-09 school year (SY), OSPI will distribute SFSF via revenue code 6113.  Districts will JV/expend resources under expenditure Program 13, if available within the district’s coding structure.  Otherwise, districts may use any locally available sub-
program so long as the expenditures are reported to the state at year end in Program 13 for the F-196. 
· Each district’s specific reduction in state revenue for General Apportionment and replacement with SFSF for the 2008-09 school year is listed in iGrants.  These amounts are also posted at http://www.k12.wa.us/safs/09budprp.asp .  The web-
posting contains the estimated amount of state funds reduction and SFSF replacement by month, May through August 2009.  This estimate will be refined based on final apportionment calculations each month.

· In May 2009, the SFSF was paid to school districts via an allocation as part of apportionment.  For May only, districts will not need to access SFSF through a reimbursement request in 1SPI (the grant payment system).
· New information:  In June-August 2009, districts will need to draw down SFSF via a reimbursement claim in 1SPI.  We had previously thought that cash management provisions would not apply to SFSF, and were notified May 20th, that they do indeed apply. 

· For the 2009-10 school year, another (equally simple) application for SFSF funds will be required and available in iGrants.  OSPI will fund 100% of I-728 ($131.16 per student) and a portion of Levy Equalization with SFSF.  For budgeting purposes, the I-728 funding and Levy Equalization funding paid for with the SFSF will be expended under Program 13.  Any state I-728 carryover funds from the 2008-09 school year will continue to be expended in Program 66.  OSPI will post estimated funding for 

I-728 (SFSF) and for Levy Equalization (state and SFSF) by district at http://www.k12.wa.us/safs/09budprp.asp.

· In the 2010-11 school year, all SFSF for the state will have been fully expended, and General Apportionment, Levy Equalization, and I-728 return to being funded with state revenue.  Note: In the 2010-11 school year the legislative budget provides funding for I-728 at $99.32 per student.

Specifics of Expending SFSF in School Year 2008-09

Expenditures are not allowable to SFSF until on or after the pre-award date established by ED; which is April 1, 2009.  Based on this date, OSPI suggests that districts identify and JV expenditures from basic education to the Program 13.  If necessary, districts may consider using other programs as well however; districts are advised to use caution to ensure that they do not suffer unintended consequences in their MOE, recovery/carryover or the district’s indirect rate. 

May 20th, we were notified that the federal cash management requirements DO apply to this grant.  This means that the district, within three days of receipt, must pay out the grant moneys received.  Simply incurring the expenditures is not enough; the money must leave the district’s “bank account”.  

For the month of May, given that pre-award costs are allowable back to April 1st, OSPI has provided the May installment of SFSF via the apportionment payment; no initial grant claim is required.  
Once funding is received or claimed, districts will JV expenditures against the federal funds.  Non-payroll, direct program expenditures will be easiest to JV.  We recommend using up all expenditures in objects 4-9 against the federal funds first.  However, these 

expenditures will not be enough to use up all of the federal funds, and payroll JVs will be necessary.

Payroll JV’s can be at the Program level; time-and-effort is not required if the district chose Title VIII, Impact Aid as the federal governing statute in the iGrants application.  Payroll JV’s should be generally based on the number of contract days each month after the application date.  For example, since the pre-award date is April 1st, and if there are 42 contract/school days in April and May after the application date, and the district has 182 contract days in the school year: multiply the total expenditure in objects 1, 2, and 3 by 42/182, and JV this amount to Program 13 for April/May 2009 to the extent required to use the federal funding.  This is a summary example only; OSPI will create some more specific examples and share these with business managers.

The total resources for 2008-09 equates to 16 school days for each district.  Therefore, districts should be able to easily justify/use up the bulk of the SFSF in April/May.  To the extent that districts can justify expenditures of more than the May installment paid through apportionment May 30th, districts can submit for the difference  through the regular grants process in June.  While our original plan was to push the funding through General Apportionment in May-August, districts will now submit for reimbursement whenever they can justify drawing on the grant.

Individual with Disabilities Education Act (IDEA)

The IDEA resources provided to states via the ARRA are being allocated to school districts in the 2009-10 school year.  The district’s allocation total, is listed at http://www.k12.wa.us/SpecialEd/pubdocs/data/IDEA_Allocations_0910_stimulus_funds.pdf or http://www.k12.wa.us/safs/09budprp.asp.
IDEA funds are on a reimbursement basis, just like your regular IDEA grant.

Maintenance of Effort calculations:  The 2004 reauthorization of IDEA gives districts some additional flexibility in the MOE calculation; districts can exclude local and state resources in an amount up to 50% of any increase in IDEA funding from the prior year.   Only districts that “Meet Requirements” for the 2007-08 school year can take advantage of this provision.  If your district “Meets Requirements”, the district is eligible to exclude 

up to 50% of the increase in IDEA funds (e.g., up to 50% of this ARRA IDEA grant), when MOE is calculated for 2009-10.  Districts can access their final determinations for 2007-08 at http://www.k12.wa.us/SpecialEd/sedetmoe.aspx.

The ARRA grant start date is July 1, 2009, and districts may claim for reimbursement beginning in September 2009, just like your normal IDEA grant award.  All expenditures 
allowable for regular IDEA allocations are allowable to this grant.  When budgeting for new IDEA funds, please recognize that the funds are available until September 30, 2011.  We have no indication that the funds will be on-going, and districts should take this into consideration when they identify how best to budget and allocate these funds.

To receive the funds, districts must have an approved ARRA IDEA application via iGrants for the 2009-10 school year.  

For budgeting purposes, the ARRA IDEA funding will be expended under Program 14.  Carryover can be budgeted through September 30, 2011 in this program.  Additionally, OSPI is waiving the carryover limit for the FY10 and FY11 regular IDEA grants.

The safety net bulletin in Fall 2009 will provide instructions on how to specifically treat these resources in your safety net application.  All IDEA resources must be identified on Worksheet A as revenue to the program.

Under current rules, the funds would all be recognized in the 2011 levy base.  Districts have requested that the funds be split between two years (are added to the 2011 and 2012 levy bases); we are exploring this option with legal counsel.

Title I, Part A

Title I, Part A grants, available to states via the ARRA are being awarded to school districts in the 2009-10 and 2010-11 school years (50% each year).  The grant fund start date is July 1, 2009, and districts may claim for reimbursement in September 2009, just like the regular Title I award.

The district’s total allocation, and break-down between school years, is available at http://www.k12.wa.us/safs/09budprp.asp .
All expenditures allowable for regular Title I, Part A allocations are allowable to this grant.  When budgeting for new funds, please recognize that the funds are available until September 30, 2011.  

To receive the funds, districts must have an approved ARRA Title I, Part A application via iGrants for the 2009-10 school year.

For budgeting purposes, the ARRA Title I, Part A funding will be expended under Program 11.  Carryover can be budgeted through September 30, 2011 in this program.  OSPI plans on requesting a waiver from ED for both ARRA Title I, Part A and regular Title I, Part A for FY10, and FY11, to allow carryover of more than 15% to occur.

The ARRA Title I funds will be split between the 2011 and 2012 levy bases, 50% each.

We recognize that the ARRA carries very complex rules and significant additional workload.  We appreciate your patience as new federal rules are made clear, and we identify how these rules impact Washington districts.  

If you have any questions regarding this bulletin, please contact Bob Harmon, Special Programs, bob.harmon@k12.wa.us, (360) 725-6170;  Jennifer Priddy, Financial Resources, jennifer.priddy@k12.wa.us, (360) 725-6111; Gayle Pauley, Special Programs and Federal Accountability, gayle.pauley@k12.wa.us, (360) 725-6100; Doug Gill, Special Education Director, doug.gill@k12.wa.us, (360) 725-6075; JoLynn Berge, Agency Financial Services Director, jolynn.berge@k12.wa.us, (360) 725-6293; or OSPI’s TTY line is (360) 664-3631  
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