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April 9, 2009 

 

American Recovery and Reinvestment Act (ARRA): 

Initial Guidance on State Fiscal Stabilization Fund, Title I, and IDEA 

 

Overview 

 

On April 1, U.S. Secretary of Education Arne Duncan announced that $44 billion was available for states, 

districts, and schools from the American Recovery and Reinvestment Act (ARRA): $32.6 billion from the 

State Fiscal Stabilization Fund (SFSF) ($26.6 billion solely dedicated for education and $6 billion for 

general government service support, which can include education) and $11.4 billion in Title I, IDEA, 

Vocational Rehabilitation, and Independent Living programs administered by the Department.  Non-

Regulatory Guidance for each of these programs accompanied the announcement.   

 

Several key Alliance recommendations were incorporated into the guidance by the Department : 

• First, under the SFSF, the Department clearly stated that charter schools that are their own local 

education agencies (LEAs) shall receive ARRA funding in the same manner as traditional LEAs. 

 

• Second, for charters that are part of LEAs, the Department referenced Statute (ESEA section 

5206) and Regulations (EDGAR) Part 76 Subpart H which require timely and fair distribution of 

commensurate funding for new or expanding charters.    

 

o Charters which currently receive federal funds (and are not newly opening or 

significantly expanding) under the various federal programs are subject to each 

programs regulation(s), which have mechanisms requiring public schools under LEAs to 

receive the funds/services to which they are entitled, and appeals processes for any 

schools which feels it is not receiving its funding.    

 

• Third, the Department confirmed an issue the Alliance raised with them during several 

conversations about the ARRA.  Since Impact Aid is a program authorized under the Elementary 

and Secondary Education Act of 1965 (ESEA), and the ARRA authorized SFSF funding to be used 

for any activity under the ESEA, LEAs can use SFSF funding for the activities under the Impact 
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Aid program.  Impact Aid is the broadest and most flexible program under the ESEA, enabling 

schools to spend money on a variety of activities, including new construction.   

 

• Fourth, the guidance for Title I clearly explains the following: that all federal estimates for Title I 

LEA allocations are not final amounts; that charter schools, especially those that are their own 

LEAs, are entitled to this funding; and that SEAs are responsible for determining the appropriate 

amount of Title I funding for ALL LEAs in the state.   

 

• Fifth, in the Application for the State Fiscal Stabilization Fund, the Secretary has required 

information on state treatment of charter schools, specifically around caps and closures.  More 

will be released on this through the Federal Register when the Application is released, but we 

are working to broaden these categories too.   

While much is covered in these initial documents, we expect that more guidance will be released over 

the next several weeks and months.  We will continue to closely monitor all information as it is released 

and distribute it as soon as possible.   Additionally, we are continuing to work with the Department on 

subsequent recommendations to ensure fair treatment of charters.  We have updated our ARRA action 

alert and encourage folks to direct their networks to take action on this issue:  

http://action.publiccharters.org/ARRAguidance 

Lastly, as this funding is distributed, we need your help following it and documenting any and all issues 

with charter schools accessing the programs.  To log your information, please visit this website: 

Action.publiccharters.org/arrafeedback.  We have already started to receive valuable information 

through this website, which we are sharing with the Department and other offices and boards 

overseeing the ARRA.   

Thank you for your help. 

R. Brooks Garber 

Federal Policy Director 
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State Fiscal Stabilization Fund  

The State Fiscal Stabilization Fund (SFSF) is a one-time infusion of resources from the federal 

government to states.  It is the largest appropriation from the ARRA under the U.S. Department of 

Education’s purview.  In total, $48.6 billion will be allocated to states based upon a formula that’s linked 

to state populations.   

 

Governors/States have to apply for the SFSF funding, with those applications making the following four 

assurances:  

 

(1) Improving teacher effectiveness and the distribution of qualified teachers among the states’ 

students;  

 

(2) Establishing pre-K-to-college-and-career data systems that track progress;  

 

(3) Improving state academic content standards and assessments; and, 

 

(4) Providing targeted and intensive support for turning around the lowest performing schools.    

 

States must spend 81.8% of their SFSF allocation through an Education Stabilization Fund to support 

elementary and secondary education, public higher education, and as applicable early childhood 

education programs and services.  States must spend the remaining  18.2% of the SFSF through a 

Government Services Fund to support public safety and other government services, including education.   

 

State Fiscal Stabilization Fund Allocation 

 

Education Stabilization Fund 

 

 

Government Services Fund 

 

� 81.8% of the state’s total SFSF 

allocation 

 

 

� 18.2% of the state’s total SFSF 

allocation 

 

SFSF funds will be distributed in two installments.  First, governors/states must complete a streamlined 

application to receive their initial SFSF allocation.  The Department will award 67% of a state’s total SFSF 

allocation (i.e., 67% of both the Education Stabilization Fund and the Government Services Fund) within 

two weeks of receiving an approvable application from a state.  If a state can show that the initial 

allocation of 67% of SFSF funding will not prevent “substantial immediate layoffs or service reductions in 

school districts,” then the Department can award up to 90% of a state’s total SFSF allocation in this 
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initial payment.  To receive the second round of SFSF funding, states will be required to complete a 

second application, which will focus on state education reform efforts and how the state is 

implementing the record-keeping and reporting requirements of the ARRA. In the second application, 

states will be required to document their treatment of charter schools.  This will help ensure states 

treat charter schools fairly with ARRA funding.   

 

All stabilization expenditures are to be spent to stimulate the economy in the immediate future while 

investing in long-term reform oriented policies.  Four principles must guide states’ distribution and 

usage of SFSF funding: 

1. Spend funds quickly to save and create jobs; 

2. Improve student achievement through school improvement  and reform; 

3. Ensure transparency and accountability and report publicly on the use of the funds; and, 

4. Invest one-time stabilization and ARRA funds thoughtfully to minimize unsustainable 

continuing commitments after the funding expires. 

The Education Stabilization Fund 

After receiving a SFSF award, governors must distribute the Education Stabilization funds to LEAs or 

Institutes of Higher Education (IHEs) in the state.  The guidance clearly states that charter schools 

which are their own LEAs must receive SFSF funding on the same basis as other LEAs in the state.  And, 

for charter schools which are part of LEAs, the guidance reminds SEAs and LEAs of their legal 

obligations under statute (Sec. 5206 of the ESEA) and regulations (Part 76, Subpart H) to ensure that 

new or significantly expanding charter schools receive the funds to which they are entitled. 

Additionally, and importantly, the Department has stated the treatment of a state’s charter schools 

will be an evaluated component for any additional ARRA funds.   

Governors are required to use the Education Stabilization funds to restore state support to education 

funding.  Given the dramatic economic downturn and significant state budget cuts, the primary purpose 

of the Education Stabilization funds is to restore state support (which can be measured in the aggregate 

or on a per-pupil basis) for education to the greater of a state’s FY08 or FY09 levels for the next three 

years.  At a minimum, states must keep financing their schools with state dollars at FY2006 levels during 

this time period (unless granted a waiver from the US Department of Education).  Additionally, if states 

enacted funding increases or adequacy or equity adjustments before October 1, 2008, these funds can 

support those changes.   

At a minimum, governors must distribute the funds to LEAs or IHEs through the state’s primary formula 

for these entities.   The guidance gives governors latitude in determining their “primary formula.” While 

it must include the state foundation or base formula(e), the primary formula can be classified to include 

more items.  A state’s primary formula will determine the amounts that LEAs receive, but LEAs will be 

able to use the funds for a broad swath of activities (a more complete description of allowable 

expenditures follows). 
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If a state has any Education Stabilization funds remaining after it restores its education funding to the 

greater of FY08 or FY09 levels, it must distribute the excess dollars to LEAs based upon their Title I, Part 

A participation rates.  If the state doesn’t have enough Education Stabilization funds to completely 

restore its education funding to the greater of FY08 or FY09 levels in any of the next three fiscal years 

(FY09, FY10, or FY11), it MUST use the funds to support elementary and secondary education and IHEs in 

proportion to their relative shortfalls.  States cannot choose to restore funding for just IHEs or only 

elementary and secondary education.  DOLLARS MUST GO TO SUPPORT BOTH CATEGORIES OF 

FUNDING.   

How States Determine Education Stabilization Funding Levels 

 

Restoring Levels of State Support 

 

 

Step One 

 

 
� Calculate the amounts needed to restore levels of state support for 

both elementary and secondary education and public IHEs for FY 

2009 to the greater of the FY 2008 or FY 2009 levels. 
� Any remaining funds are carried over to Step Two. 
� If there is a shortfall, use the funds to support elementary 

and secondary education and IHEs in proportion to their 

relative shortfalls (and there are no additional steps).   
 

 

Step Two 

 

 
� Calculate the amounts needed to restore levels of state support for 

both elementary and secondary education and public IHEs for FY 

2010 to the greater of the FY 2008 or FY 2009 levels. 
� If state enacted, prior to October 1, 2008, formula 

increases or adjustments for FY 2010, follow special 

restoration requirements. 
� Any remaining funds are carried over to Step Three. 
� If there is a shortfall, use the funds to support elementary 

and secondary education and IHEs in proportion to their 

relative shortfalls (and there are no additional steps). 

 
 

 

Step Three 

 

 
� Calculate the amounts needed to restore levels of state support for 

both elementary and secondary education and public IHEs for FY 

2011 to the greater of the FY 2008 or FY 2009 levels. 
� If state enacted, prior to October 1, 2008, formula 

increases or adjustments for FY 2011, follow special 

restoration requirements. 
� Any remaining funds are carried over to Step Four. 
� If there is a shortfall, use the funds to support elementary 

and secondary education and IHEs in proportion to their 

relative shortfalls (and there are no additional steps). 
 

 

Step Four 

 
� Award all funds that remain after completing Steps One, Two, and 
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 Three to LEAs on the basis of their Title I, Part A shares. 

 
 

Although figuring out the amount of funding to be distributed is guided by the above process, governors 

can determine the timing of distributing the funding.  However, all funds must be obligated by 

September 30, 2011.  Education Regulations define obligation for various situations.  The table below 

summarizes the meaning of obligation in these situations. 

 

 

        If the obligation is for--               The obligation is made-- 

 

(a) Acquisition of real or personal            On the date on which the 

 property.                                       State or subgrantee makes a 

                                                 binding written commitment 

                                                 to acquire the property. 

 

(b) Personal services by an employee of        When the services are 

 the State or subgrantee.                       performed. 

 

(c) Personal services by a contractor who      On the date on which the 

 is not an employee of the State or            State or subgrantee makes a 

 subgrantee.                                     binding written commitment 

                                                 to obtain the services. 

 

(d) Performance of work other than             On the date on which the 

 personal services.                             State or subgrantee makes a 

                                                 binding written commitment 

                                                 to obtain the work. 

 

(e) Public utility services...............     When the State or subgrantee 

                                                 receives the services. 

 

(f) Travel................................      When the travel is taken. 

 

(g) Rental of real or personal property...     When the State or subgrantee 

                                                uses the property. 

 

Governors can and will require LEAs to submit applications to receive SFSF funding.  This application 

affords governors an opportunity to encourage LEAs to spend their SFSF funding to support the 

assurances the state provided to the Department.  Additionally, governors can require that LEAs 

demonstrate that they have the capacity to comply with the strict ARRA reporting requirements.  And, 

although governors can distribute the funds on a timeline of their choice, the guidance strongly 

encourages them to spend the money as quickly and responsibly as possible.   

 

Use of Education Stabilization Funds By LEAs 

 

LEAs will have BROAD discretion over how to spend their SFSF funds.  The statute authorizes the funds 

to be spent on any activity authorized under the following four federal statues: 
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• The Elementary and Secondary Education Act of 1965 (ESEA), also known as the No 

Child Left Behind Act; 

• The Individuals with Disabilities in Education Act (IDEA); 

• The Adult Education and Family Literacy Act (AEFLA); and, 

• The Carl D. Perkins Career and Technical Education Act of 2006 (Perkins Act). 

This authorization gives tremendous leeway to schools to decide how to spend their monies, most 

especially because Title VIII of the ESEA authorizes the Impact Aid Program which is designed to support 

LEAs on federally owned lands with little or no property tax base.   Impact Aid authorizes a school 

facilities maintenance program and two school construction grant programs.  Because these programs 

are authorized activities under the ESEA and the Education Stabilization funding from the ARRA can go 

to ANY authorized activities under the ESEA, LEAs will be able to use their Education Stabilization 

funding for school modernization and construction as well as general operating expenses such as 

teacher salaries, utilities, administrative costs, books, and supplies.  Additionally, LEAs can pay down 

debt with Education Stabilization funds (although the guidance does not encourage this usage).   

If an LEA uses funding for school modernization or construction, it MUST obey federal wage 

requirements established via the Davis-Bacon Act as well as specific requirements in the ARRA 

legislation on the usage of American iron, steel, and manufactured goods (Section 1605 of the ARRA 

spells out these restrictions) and they are encouraged to use the funds in line with a recognized green 

building program. 

Despite this broad flexibility, there are certain specific prohibitions, including: 

• Payment of maintenance costs(which is defined as utilities, insurance, security, janitorial 

services, elevator service, upkeep of grounds, necessary maintenance, normal repairs 

and alterations, and the like in the Office of Management and Budget Circular outlining 

Cost Principles of State, Local, and Indian Tribal Governments).   

• Stadiums or other facilities primarily used for athletic contests or exhibitions or other 

events for which admission is charged to the general public; 

• Purchase or upgrade of vehicles; 

• Improvement of stand-alone facilities whose purpose is not the education of children, 

including central office administration or operations or logistical support facilities; or, 

• School modernization, renovation, or repair that is inconsistent with state law. 

Some of these prohibitions, such as the payment of maintenance costs, clash with the allowable 

activities under Impact Aid.  We have asked the Department for clarification ASAP.  

Although LEAs have broad discretion over how they spend their Education Stabilization funds, the 

Department is strongly encouraging them to spend the money on activities that comply with the 

assurances states are required to make when applying for the funding.  

LEAs must obligate all funding received under this account by September 30, 2011.  This deadline applies 

to all funding received under the SFSF, regardless of when it was received.   
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The General Government Services Fund (GGSF) 

The second portion of the SFSF that a state will receive is the 18.2% reserved under the General 

Government Services Fund, which governors can spend in support of public safety and other 

government services, including education.   

If a state chooses to distribute GGSF funding to support education, the law is silent on how the governor 

must distribute these funds.   Thus, a governor may distribute the funds for specific reforms via a 

competitive grant process, for instance.  Or, a governor may distribute the funds for general education 

purposes via some type of formula.  The GGSF dollars  are the most flexible funding that a governor 

controls.  These dollars are a ripe source of funds to support broad education reform.   
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Title I Part A 

The ARRA provides $10 billion in new Title I Part A funding to be distributed to eligible LEAs via the 

Targeted Grant and Education Finance Incentive Grant formulas that already exist in federal law.  These 

funds are IN ADDITION to the $14.5 billion provided for Title I Part A through the traditional FY09 

appropriations process.  The ARRA’s Title I Part A dollars, like the SFSF money, will be tracked separately.   

 

50% of a state’s Title I Part A funds under the ARRA were distributed on April 1, 2009.  These funds will 

be distributed and tracked separately from the regular FY09 Title I Part A funds.  Below is a diagram with 

the timeline for distributing ALL Title I Part A funding for FY09. 

 

Funding Source Amount 

Appropriated 

Date of Award 

ARRA –  

Title I, Part A Funds 

$10,000,000,000 1.  April 1, 2009 ($5,000,000,000) 

2.  By September 30, 2009, after states 

submit additional information 

($5,000,000,000) 

Regular FY 2009 

Appropriation – Title I, Part 

A Funds 

$14,492,401,000 3.  July 1, 2009 ($3,651,225,000)  

4.  October 1, 2009 ($10,841,176,000) 

 

The guidance makes it clear that all LEAs are eligible to receive the funding if they meet the 

qualifications under the Targeted Grants and Education Finance Incentive Grants formulas that already 

exist in federal law.   If an LEA is already receiving funding from these programs, it will also receive ARRA 

funding.   

 

As recommended by the Alliance, the guidance clarifies that charter school LEAs are not factored into 

federal estimates of LEA funding levels and that State Education Agencies (SEAs) are legally required to 

follow specific procedures outlined in federal regulations on calculating the LEA allocations in the 

state, which must include public charter school LEAs.  Although ARRA Title I Part A funds are considered 

FY09 funds with an initial period of availability through September 30, 2010, LEAs can carry over 

unobligated Title I Part A funds through FY10 through September 30, 2011.   

 

Like the SFSF guidance, the Title I Part A guidance reminds SEAs and LEAs of their legal obligation under 

federal regulations to treat charter school LEAs like any other LEA in the state and to distribute funds to 

charter schools that are part of an LEA in a timely and equitable manner.   
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Individuals With Disabilities Education Act (IDEA) Part B – Grants to States for 

Ages 3 - 21 

 

The ARRA included $11.3 billion for IDEA Part B Grants to States.   50% of IDEA Part B funds were 

distributed to States on April 1, 2009 with the initial Title I Part A allocations.  The remaining 50% will be 

distributed by September 30, 2009 after states submit additional information on reporting and record-

keeping.   IDEA Part B provides funds to SEAs who then send the funds to LEAs to ensure that children 

with disabilities have access to a Free Appropriate Public Education (FAPE).   IDEA already contains 

strong statutory language about non-LEA charter school access to these funds, specifically section Part 

B, Section 613 (a)(5): 

 

“Treatment of charter schools and their students.--In carrying out this part with respect to 

charter schools that are public schools of the local educational agency, the local educational 

agency— 

 

(A) serves children with disabilities attending those charter schools in the same manner 

as the local educational agency serves children with disabilities in its other schools, 

including providing supplementary and related services on site at the charter school to 

the same extent to which the local educational agency has a policy or practice of 

providing such services on the site to its other public schools; and  

(B) provides funds under this part to those charter schools--  

(i) on the same basis as the local educational agency provides funds to the local 

educational agency's other public schools, including proportional distribution 

based on relative enrollment of children with disabilities; and  

(ii) at the same time as the agency distributes other Federal funds to the 

agency's other public schools, consistent with the State's charter school law.”  

Charter schools that are their own LEAs will be able to access these funds in a manner similar to other 

LEAs.   

Like with all ARRA funds, all IDEA Part B funds must be obligated by September 30, 2011.  The chart 

provided under the SFSF overview defines when an obligation occurs.   
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Conclusion 

The new guidance should help charter schools – both those that are their own LEAs and those that are 

part of LEAs - receive their equitable share of federal ARRA funding.  Additional guidance on these ARRA 

programs (including potential modifications) as well as new guidance on the remaining ARRA programs 

will be distributed shortly.   We are continuing to provide recommendations to the Department, and 

again encourage Associations and other parties to provide feedback on any issues with the ARRA.   

Public charter schools, state charter associations, and other charter supporters should work with their 

SEAs, legislatures, and governors to ensure that charters will receive the funding to which they are 

entitled.  While significant direction on the ARRA will come from the federal government, SEAs and 

governors will be able to influence the spending of ARRA funds.  It is critical for charter advocates to 

establish strong communication channels with SEAs and governors. 


