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AMERICAN RECOVERY AND REINVESTMENT ACT

State Fiscal Stabilization Fund
Frequently Asked Questions

1. When and by how much will Michigan reduce foundation in State Aid payments? 
Due to a projected shortage in 2008-09 State School Aid revenue, the State legislature has proposed language that would reduce the State Aid allocation of Section 22b funds by $600 Million (approximately $372 per pupil.)  

2. Will the state foundation allowance be reduced in July and/or August payments?

The appropriation will affect both the July and August State School Aid payments.  91.9 % of the adjustment will be reflected in the July payment, and 9.1% will be reflected in the August payment.

3. How does the stimulus offset “proration” in the School Aid fund?  
All districts receiving a reduction in their 2008-09 Section 22b funds may apply for Education Stimulus funds through the MEGS to replace the entire reduction in State School Aid.

4. Can a district designate “any” operation cost (except prohibited items) occurring after ARRA sign date?

The Education Stabilization funds may be used for any activity authorized by the Elementary and Secondary Education Act of 1965 (ESEA); Individuals with Disabilities Education Act (IDEA); Adult Education and Family Literacy Act (AEFLA); Carl D. Perkins Career and Technical Education Act (Perkins Act); or for modernization, renovation or repair of public school facilities including modernization, renovation, and repair that is consistent with a recognized green building rating system.   The U.S. Department of Education recently approved the Department’s request to use grant funds for pre-award costs dating back to February 17, 2009.   
5. Has the process for stabilization funds for 08-09 been determined?  Will we get state proration and have to draw down funds to be made whole?  If so, what are the reporting ramifications?

All LEAs having a reduction in their section 22b funds will use MEGS to apply for ES grant funds.   The ES funds are Federal funds and are subject to all the Federal regulations, rules, and guidelines that apply to all Federal grant awards.  The details concerning the regulations and rules are outlined in the grant assurances.   Once the grant application is reviewed by the Michigan Department of Education (MDE), the application will be approved for the amount of the FY 2009 allocation.  LEAs can access their funds using the Cash Management System (CMS).   Approval of grant awards can only be done after legislative appropriation and Superintendent of Public Instruction approval.  We are waiting for additional reporting guidance from the U.S. Department of Education.  
6. If we follow allowable use guidelines for the 08-09 “backfill,” how do we prove we “saved/created jobs” or “improved student achievement through improvement and reform” at this late date in the school year, even if it is retroactive to February 17?  Spending has already occurred. 

Yes, spending has already occurred for 08-09.  As with any restricted federal grant, you must be prepared to show documentation proving that you have expended the funds in accordance with the grant objectives.  You may do this by recoding expenditures and maintaining documentation that shows that the funds were spent on an allowable purpose.  We recommend that you choose a single cost objective, rather than trying to do cost allocations to multiple objectives.  The start date for the grant is February 17, 2009.  As we move forward, we expect more specific guidance from U.S. Department of Education as to their requirements on reporting uses for restoration and progress toward reform.
7. What will be the impact on single or federal audits of the ARRA funds replacing state aid dollars prorated in 08-09?  If my audit shows discrepancy between federal and state revenue, will I get a pass?

ARRA funds are federal funds. If your district receives more than $500,000 in federal funds, a single audit will be required. The ARRA funds must be recorded as federal on both FID and Audited Financial Statement. There will be no “pass.”

8. What is beginning obligation date for restoration of 08-09 funds under the stabilization fund?  

February 17, 2009 has been designated as the start date for stabilization funds.

9. Do we expect there to be any stabilization funds left for school districts/PSAs once the state budget holes are filled? 

No.

10. How do we address staff retroactively funded from ARRA who have had salary/fringes reported to Medicaid? 

You may not double bill for expenditures. If you are being reimbursed with Medicaid funds, you may not also charge the costs to ARRA.

11. How do we address the unemployment issue when the ARRA dollars run out?  Do we hold funds to cover this? 

Please see specific program federal guidelines for charging unemployment.  
Subject to the limited statutory prohibitions, Section 14003(a) of the ARRA authorizes an LEA to 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 (AEFLA); or The Carl D. Perkins Career and Technical Education Act of 2006 (Perkins Act).  The ARRA also provides that, 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.  

According to the guidance, because the ESEA includes the broad Impact Aid authority under Title VIII 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 Department awards under Impact Aid are considered to be general aid to LEAs.  Therefore, under the Impact Aid authority, an LEA may use these funds as though they are general revenue, and could use the funds for severance pay or unemployment benefits.

12. School budget year ends 6/30/09.  If the restored money is for 08-09, does this mean that it must be expended by 6/30/09 or can the funds be paid out through 9/30/09 for federal year? 

In order to claim the funds as revenue during fiscal year 2008-09, you must show expenditures incurred by June 30, 2009.  You may not draw the cash down through the CMS until you have actually paid for the expenditure.

13. Do we need to adopt a revised budget 08-09 showing the shift in state and federal revenues? 

We would recommend that you revise the 2008-09 budget to reflect the shift from state to federal funds.

14. What functions can be used with the stabilization fund? 

The Education Stabilization funds may be used for any activity authorized by the Elementary and Secondary Education Act of 1965 (ESEA); Individuals with Disabilities Education Act (IDEA); Adult Education and Family Literacy Act (AEFLA); Carl D. Perkins Career and Technical Education Act (Perkins Act); or for modernization, renovation or repair of public school facilities including modernization, renovation, and repair that is consistent with a recognized green building rating system.  
15. When may districts draw down the Educational Stabilization federal funds from CMS?  

Districts may draw the funds from CMS as soon as the grant has been approved and the expenditures paid by the district. The funds should be available in CMS prior to the date the adjustments are made in the State Aid payment.

16. Is the 04/01/09 date for use of recovery funds a cash or accrual basis? 

Districts should use accrual accounting practices.  Districts should be prepared to document that the services have been provided and the goods received within that time period.  The U.S. Department of Education recently approved the Department’s request to use grant funds for pre-award costs dating back to February 17, 2009.   
17. Will stabilization funds be used as backfills for years going forward? 

Education Stabilization funds will be used to restore cuts in FY 2010.  The amounts have not been determined.  

18. Will ISDs receive the stabilization funds? 

The stabilization funds will only be used to restore Section 22b funds in FY 2009. ISDs do not receive Section 22b funds.  

19. Will ISDs be allowed to view district applications in MEGS for stabilization funds to assist in completion?
Only a MEGS Authorized Official (Level 5) may initiate the stabilization fund grant application.  This is a streamlined, straight-forward application that should not take an inordinate amount of time to complete and submit.
20. What types of expenditures are allowable uses of ARRA Stabilization Funds?  
The Education Stabilization funds may be used for any activity authorized by the Elementary and Secondary Education Act of 1965 (ESEA); Individuals with Disabilities Education Act (IDEA); Adult Education and Family Literacy Act (AEFLA); Carl D. Perkins Career and Technical Education Act (Perkins Act); or for modernization, renovation or repair of public school facilities including modernization, renovation, and repair that is consistent with a recognized green building rating system.  As a result objective and expenditures previously recorded against discretionary funds should be recoded to show they were paid for with these funds prior to cash reimbursement through the CMS. A final expenditure report will be required and it is imperative that districts maintain appropriate documentation to assure that the funds were expended for the purpose of restoring State School Aid.
See the MDE ARRA website for guidance on the allowable uses for specific program guidance at:  http://www.michigan.gov/mde/0,1607,7-40-5236-216190--,00.html
Maintenance of Effort
21. Once we accept stabilization dollars in the grant application, will there be “maintenance of effect” involved? 
We believe the responsibility for Maintenance of Effort on the Education Stabilization Funds will remain at the state level.  The legislation provided a unique calculation that differs from the one MDE uses to calculate district maintenance of effort. FOR  ARRA funds authorized under Title I, districts will be required to maintain local and state effort as they receive additional federal Title I funds.  Guidance on MOE is provided by the US Dept. of Education in a document titled Funds under Title I, Part A of the Elementary and Secondary Education Act of 1965 Made Available Under the American Recovery and Reinvestment Act of 2009  That guidance also states that the ARRA Education Stabilization funds may be used as part of that effort.  Districts may help assure that the funds are appropriately included in the MDE calculation, by using Major Class code “412-Unrestricted Federal Revenue Received through the State” and suffix code “0230-American Recovery and Reinvestment Act” when reporting the revenue to the Financial Information Database (FID).
22. Define the base year for calculation maintenance of effort? 

The base year for maintenance of effort is the second preceding fiscal year. For calculating Maintenance of Effort for 2009-10, we used fiscal year 2006-07 as the base year and 2007-08 as the current year. Refer to the MDE, Office of State Aid and School Finance for the guidance on how they calculate Maintenance of Effort for Michigan public schools: http://www.michigan.gov/documents/moeproc_141707_7.pdf
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