 State Fiscal Stabilization Funds 

Frequently Asked Questions 


1. How much of an increase in funding is provided to each district via the State Fiscal Stabilization Funds (SFSF)?
Zero.  There is no increase in funding to school districts with SFSF.  These funds replace state funds only.  (The increase in district funding associated with the ARRA is primarily in IDEA and Title I, Part A.)
2. Does the SFSF “smooth out” the cuts in state programs?
No.  The SFSF just replaces some state funds as a mechanism to collect and expend the federal resources.  Congress intends for states to use federal resources as a backfill for state resources no longer available, but requires states to do so via its regular funding formula.  Therefore, we cannot make this swap at the state level, only at the district level.  
During the legislative session, the Senate had proposed creating a stabilization fund that held a combination of state and federal funds, which would then be granted to districts in such a way that no district would take more than a 3.5% cut across several programs (thus smoothing the cuts).  The Senate proposal was not adopted.  

The adopted use of SFSF is a pure swap: the SFSF replaces some state revenue in the 2008-09 and 2009-10 school years via the General Apportionment, I-728, and Levy Equalization programs.  Table 1 details this across the three school years.

Adding confusion, I-728 sustains about a 75% reduction overall.  In the 2009-10 school year (SY), 100% of the remaining program is paid for with SFSF; in 2010-11 SY, 100% of the program is paid for with state funds.

Table 1:  Net Impact of federal State Fiscal Stabilization Funds and state funds

	
	2008-09 SY
	2009-10 SY
	2010-11 SY

	Reduction in State Funding for General Apportionment
	($452,500,000)
	$0
	$0

	Federal SFSF for General Apportionment
	$452,500,000
	$0
	$0

	Net Change to General Apportionment
	$0
	$0
	$0

	Reduction in State Funding for Levy Equalization
	$0
	($157,455,000)
	$0

	Federal SFSF for Levy Equalization
	$0
	$157,455,000
	$0

	Net Change to Levy Equalization*
	$0
	$0
	$0

	Reduction in State Funding for I-728
	$0
	($449,243,553)
	($360,206,614)

	Federal SFSF for I-728
	$0
	$128,624,000
	$0

	Net Change to I-728
	$0
	($320,619,269)
	($360,206,614)

	Remaining Funding in I-728 (State and Federal)
	---No Change
	$128,624,284 (100% federal)
	$97,967,361 (100% state)

	Total Use of federal SFSF
	$452,500,000
	$286,079,000
	$0


*The enacted budget does reflect a reduction in Levy Equalization funding.  However, the statute was not amended by the 2009 Legislature and therefore, the state is obligated to fully fund equalization payments to districts.  The replacement of the funding cut in Equalization will be paid for with state funds; all available SFSF for Washington State is used up.
3. How should each district submit for reimbursement of the SFSF grant?
The May installment has been provided to school districts via General Apportionment.  Districts will not need to submit an initial claim via 1SPI (the grant payment system) for this installment.  For the June-August installments, districts will submit a reimbursement via 1SPI.  
 

4. When is the 2008-09 school year application for SFSF due?  

All districts have submitted their 2008-09 applications.  The 2009-10 school year application will be due in July.
 

5. Why are the SFSF amounts on the pivot tables different than the allocation amounts in iGrants?

The two web-pages are displaying two different years of data.  The amounts shown on the pivot tables represent the preliminary amount of SFSF funds for the 2009-10 school year.  The amounts in iGrants are the SFSF amounts for the 2008-09 school year.  The amount for 2008-09 represents $453 million of general apportionment funding, which is approximately 16 school days (out of 182) of funding.
 

6. What are the allowable uses for the SFSF?

As part of the application, each district declares what federal statute will govern their expenditure of the SFSF.  OSPI highly recommends districts identify Title VIII, Impact Aid as the governing statute.  Impact Aid is the most flexible of the federal programs.  There are a few unallowable expenditures defined by ARRA (e.g., cannot build a sports stadium, zoos, pools) that the district must follow.
 

7. For 2008-09, the state Legislature identified I-728 as the program that SFSF funds would be expended in.  How can a district spend resources on a non-I-728 purpose?

The Legislature gave OSPI the ability to transfer the use of SFSF to other components of the state budget, knowing that I-728 did not have the capacity to absorb this much funding.  Further, Congress did not give a state Legislature the authority to determine how districts would expend the SFSF resources.  As described above, the district’s choice (i.e., which federal statute(s) will govern the resources) determines the allowable uses.  Districts are not required to spend SFSF funds only for those purposes for which the money is backfilling.  For example, districts are not required to spend SFSF on I-728 activities in 2009-10, when SFSF is backfilling for I-728 funds.
 

8. In the April 30th K-20, OSPI stated that districts would be JV-ing I-728 expenditures in 2008-09.  Why has this changed?

We have changed directions in order to simplify the process for districts.  On April 30th, we thought that districts would need to JV 100% of I-728 expenditures for May-August and also a very large amount of Program 01 (General Apportionment) to “burn” up all of the SFSF.  Subsequently we realized that this transfer could be more easily accomplished by moving a larger amount of Program 01 and zero I-728.  Therefore, the May installment is within General Apportionment only; we are still investigating if July/August can be an adjustment to apportionment only, or if I-728 must be part of the adjustment/JV process.
9. Can a district spend SFSF money on capital projects, construction or remodeling?

Yes, Congress established this as an allowable use of SFSF, if it is allowable under the federal program that the district chooses from the list of programs in the iGrants application.  (For example, if a district selects IDEA, special education, only capital projects, construction or remodeling allowed under this program would be ok).   However, we strongly recommend that you do not use SFSF for capital projects, construction, or remodeling.  If after OSPI partially replaces your state General Apportionment with federal resources in 2008-09, and you have “extra” apportionment that you would like to spend on capital projects---spend state resources instead.  By using SFSF resources on capital projects, you subject the district to very significant reporting requirements and allowable use requirements.  If you have questions, please contact JoLynn Berge, at (360) 725-6293 for more information on this matter.

10. Does each district have to spend 100% of the ARRA SFSF funding within the month allocated (i.e., spend May’s allocation by the end of May, June’s allocation by the end of June, etc.)?

Cash management rules do apply and require that districts track interest earned on federal money that is received but unspent. To avoid paying interest, beginning in June 2009 and through the 2009-10 school year, districts must incur the expenditure within three days of drawing the federal money down.  (For the May 2009 installment, OSPI is paying this through apportionment; given that expenditures are allowable back to April 1st, we feel confident that districts will be able to JV expenditures against the funding where the expense has already incurred by June 3rd.)
11. What will the federal reporting requirements for SFSF funding be?

The federal government has not published the reporting requirements as of the date of this communication.  What we do know is that quarterly reporting is required, with the first report due to the U.S. Department of Education on October 10th.  Districts should track how each dollar was spent to enable additional reporting requirements to be met.  To the extent possible, OSPI plans to use iGrants as the reporting mechanism.  As soon as we have more specific reporting information, we will provide this to districts.

12. Can principal contracts be included in the JV for SFSF?
Stabilization expenditures need to be earned after April 1st.  For a principal contract beginning July 1, 2009, the July and August payments on this contract would be eligible to include in the JV to use up SFSF this July and August.

13. How should districts treat benefit payments in the JV? (For example, medical insurance payments are made every month, so are July and August payments eligible for JV in those months or should the benefits paid in a given month be JV-d as a percentage of total payroll?)
Districts should treat payroll taxes and benefit costs consistent with the salary cost being transferred to Program 13. If a district is transferring 40% of its May certificated instructional salary costs to Program 13, then it is reasonable to also transfer 40% of its employer payroll taxes and health benefit costs related to this salary pool to Program 13 also. 
14. What indirect rate may be charged for the SFSF grant?

OSPI confirmed with the U.S. Department of Education, that because there is no supplant provision in this grant, districts are allowed to use the unrestricted indirect rate.  Initially OSPI had thought the restricted rate was required, and these were the rates that had been loaded into iGrants when the application first went out.  Districts budgeted using the restricted rate in their  applications.  iGrants has been updated to include the unrestricted indirect rates for this grant.  Districts need to submit a budget amendment if they wish to use the unrestricted rate.

15. How did we receive our first State Fiscal Stabilization Funds payment?

An initial payment was made to each district in May 2009 through the apportionment system.   

16. How do we receive additional Stabilization payments?

Grants have been set up in 1SPI in grant range 995000 – 995295.  To receive further reimbursement, districts must claim cumulative expenditures through 1SPI.

17. How or what happened to our first initial payment that we received?

The Grants Management Section applied the May 2009 payment total to Activity 27 – objects 2 & 4 (using a 65/35% split). If this was not a reasonable assignment of expenditures, OSPI posted the amounts to other activity/objects.  Indirect amounts posted were calculated based on the restricted rate.   This was done to reconcile the grant payment system with the apportionment system, so manual adjustments would not required by either OSPI system.  

18. However, it is likely that districts need to adjust this to match actual expenditures identified by activity and object.  The expended totals reported now match the May 2009 apportionment payment.  Districts should contract the Grants Management Section at (360) 725-6278 with any questions.  Is the district responsible to reflect actual expenditures reported for the months of April & May?

Yes.  By June 18, 2009 districts are required to electronically report and adjust previously noted expenditures to correct activities and objects.

19. Do districts have to submit a budget amendment for this grant?

While districts are not required to submit a budget amendment, we think it’s likely one will be needed, as districts may have additional information as to what activities and objects they will be using this funding for; and a budget amendment is needed to adjust the indirect rate from restricted to unrestricted.  

1

