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Act on health insurance premiums, overall health care costs, adop-
tion of electronic health records by providers, and reduction in
medical errors and other quality improvements.

(f) STunY.—The Secretary shall study the definition of “psycho-
therapy notes” in section 164.501 of title 45, Code of Federal Regula-
tions, with regard to including test data that is related to direct
responses, scores, items, forms, protocols, manuals, or other mate-
rials that are part of a mental health evaluation, as determined
by the mental health professional providing treatment or evaluation
in such definitions and may, based on such study, issue regulations
to revise such definition.

TITLE XIV—STATE FISCAL
STABILIZATION FUND

DEPARTMENT OF EDUCATION

STATE FISCAL STABILIZATION FUND

For necessary expenses for a State Fiscal Stabilization Fund,
$53,600,000,000, which shall be administered by the Department
of Education.

GENERAL PROVISIONS—THIS TITLE

SEC. 14001. ALLOCATIONS.

(a) OUTLYING AREAS.—From the amount appropriated to carry
out this title, the Secretary of Education shall first allocate up
to one-half of 1 percent to the outlying areas on the basis of
their respective needs, as determined by the Secretary, in consulta-
tion with the Secretary of the Interior, for activities consistent
with this title under such terms and conditions as the Secretary
may determine.

(b) ADMINISTRATION AND OVERSIGHT.—The Secretary may, in
addition, reserve up to $14,000,000 for administration and oversight
of this title, including for program evaluation.

(c) RESERVATION FOR ADDITIONAL PROGRAMS.—After reserving Grants.
funds under subsections (a) and (b), the Secretary shall reserve
$5,000,000,000 for grants under sections 14006 and 14007.

(d) STATE ALLOCATIONS.—After carrying out subsections (a),
(b), and (c), the Secretary shall allocate the remaining funds made
available to carry out this title to the States as follows:

(1) 61 percent on the basis of their relative population

of individuals aged 5 through 24.

(2) 39 percent on the basis of their relative total population.

(e) STATE GRANTS.—From funds allocated under subsection (d),
the Secretary shall make grants to the Governor of each State.

(f) REALLOCATION.—The Governor shall return to the Secretary
any funds received under subsection (e) that the Governor does
not award as subgrants or otherwise commit within two years
of receiving such funds, and the Secretary shall reallocate such
funds to the remaining States in accordance with subsection (d).

SEC. 14002. STATE USES OF FUNDS.
(a) EDUCATION FUND.—
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(1) IN GENERAL.—For each fiscal year, the Governor shall
use 81.8 percent of the State’s allocation under section 14001(d)
for the support of elementary, secondary, and postsecondary
education and, as applicable, early childhood education pro-
grams and services.

(2) RESTORING STATE SUPPORT FOR EDUCATION.—

(A) IN GENERAL.—The Governor shall first use the
funds described in paragraph (1)—

(i) to provide the amount of funds, through the
State’s primary elementary and secondary funding for-
mulae, that is needed—

(I) to restore, in each of fiscal years 2009,

2010, and 2011, the level of State support provided

through such formulae to the greater of the fiscal

year 2008 or fiscal year 2009 level; and
(IT) where applicable, to allow existing State
formulae increases to support elementary and sec-

ondary education for fiscal years 2010 and 2011

to be implemented and allow funding for phasing

in State equity and adequacy adjustments, if such
increases were enacted pursuant to State law prior

to October 1, 2008.

(i) to provide, in each of fiscal years 2009, 2010,
and 2011, the amount of funds to public institutions
of higher education in the State that is needed to
restore State support for such institutions (excluding
tuition and fees paid by students) to the greater of
the fiscal year 2008 or fiscal year 2009 level.

(B) SHORTFALL.—If the Governor determines that the
amount of funds available under paragraph (1) is insuffi-
cient to support, in each of fiscal years 2009, 2010, and
2011, public elementary, secondary, and higher education
at the levels described in clauses (i) and (ii) of subparagraph
(A), the Governor shall allocate those funds between those
clauses in proportion to the relative shortfall in State sup-
port for the education sectors described in those clauses.

(C) FiscAL YEAR.—For purposes of this paragraph, the
term “fiscal year” shall have the meaning given such term
under State law.

(3) SUBGRANTS TO IMPROVE BASIC PROGRAMS OPERATED BY
LOCAL EDUCATIONAL AGENCIES.—After carrying out paragraph
(2), the Governor shall use any funds remaining under para-
graph (1) to provide local educational agencies in the State
with subgrants based on their relative shares of funding under
part A of title I of the Elementary and Secondary Education
Act of 1965 (20 U.S.C. 6311 et seq.) for the most recent year
for which data are available.

(b) OTHER GOVERNMENT SERVICES.—

(1) IN GENERAL.—The Governor shall use 18.2 percent of
the State’s allocation under section 14001 for public safety
and other government services, which may include assistance
for elementary and secondary education and public institutions
of higher education, and for modernization, renovation, or
repair of public school facilities and institutions of higher edu-
cation facilities, including modernization, renovation, and
repairs that are consistent with a recognized green building
rating system.
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(2) AVAILABILITY TO ALL INSTITUTIONS OF HIGHER EDU-
CATION.—A Governor shall not consider the type or mission
of an institution of higher education, and shall consider any
institution for funding for modernization, renovation, and
repairs within the State that—

(A) qualifies as an institution of higher education, as
defined in subsection 14013(3); and
(B) continues to be eligible to participate in the pro-

grams under title IV of the Higher Education Act of 1965.

(c) RULE OF CONSTRUCTION.—Nothing in this section shall allow
a local educational agency to engage in school modernization, ren-
ovation, or repair that is inconsistent with State law.

SEC. 14003. USES OF FUNDS BY LOCAL EDUCATIONAL AGENCIES.

(a) IN GENERAL.—A local educational agency that receives funds
under this title may use the funds for any activity authorized
by the Elementary and Secondary Education Act of 1965 (20 U.S.C.
6301 et seq.) (“ESEA”), the Individuals with Disabilities Education
Act (20 U.S.C. 1400 et seq.) (“IDEA”), the Adult and Family Literacy
Act (20 U.S.C. 1400 et seq.), or the Carl D. Perkins Career and
Technical Education Act of 2006 (20 U.S.C. 2301 et seq.) (“the
Perkins Act”) 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.

(b) PROHIBITION.—A local educational agency may not use funds
received under this title for—

(1) payment of maintenance costs;

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

(3) purchase or upgrade of vehicles; or

(4) improvement of stand-alone facilities whose purpose
is not the education of children, including central office adminis-
tration or operations or logistical support facilities.

(¢) RULE OF CONSTRUCTION.—Nothing in this section shall allow
a local educational agency to engage in school modernization, ren-
ovation, or repair that is inconsistent with State law.

SEC. 14004. USES OF FUNDS BY INSTITUTIONS OF HIGHER EDUCATION.

(a) IN GENERAL.—A public institution of higher education that
receives funds under this title shall use the funds for education
and general expenditures, and in such a way as to mitigate the
need to raise tuition and fees for in-State students, or for moderniza-
tion, renovation, or repair of institution of higher education 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.

(b) PROHIBITION.—An institution of higher education may not
use funds received under this title to increase its endowment.

(c) ADDITIONAL PROHIBITION.—No funds awarded under this
title may be used for—

(1) the 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 events for which admission is charged to the general
public; or

(3) modernization, renovation, or repair of facilities—
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(A) used for sectarian instruction or religious worship;
or

(B) in which a substantial portion of the functions
of the facilities are subsumed in a religious mission.

SEC. 14005. STATE APPLICATIONS.

(a) IN GENERAL.—The Governor of a State desiring to receive

an allocation under section 14001 shall submit an application at
such time, in such manner, and containing such information as
the Secretary may reasonably require.

(b) APPLICATION.—In such application, the Governor shall—

(1) include the assurances described in subsection (d);

(2) provide baseline data that demonstrates the State’s
cut("irent status in each of the areas described in such assurances;
an

(3) describe how the State intends to use its allocation,
including whether the State will use such allocation to meet
maintenance of effort requirements under the ESEA and IDEA
and, in such cases, what amount will be used to meet such
requirements.

(c) INCENTIVE GRANT APPLICATION.—The Governor of a State

seeking a grant under section 14006 shall—

(1) submit an application for consideration;

(2) describe the status of the State’s progress in each of
the areas described in subsection (d), and the strategies the
State is employing to help ensure that students in the sub-
groups described in section 1111(b)(2)(C)(v)(II) of the ESEA
(20 U.S.C. 6311(b)2)C)(v)(II)) who have not met the State’s
proficiency targets continue making progress toward meeting
the State’s student academic achievement standards;

(3) describe the achievement and graduation rates (as
described in section 1111(b)(2)(C)(vi) of the ESEA (20 U.S.C.
6311(b)(2)(C)(vi)) and as clarified in section 200.19(b)(1) of title
34, Code of Federal Regulations) of public elementary and
secondary school students in the State, and the strategies the
State is employing to help ensure that all subgroups of students
identified in section 1111(b)(2) of the ESEA (20 U.S.C.
6311(b)(2)) in the State continue making progress toward
meeting the State’s student academic achievement standards;

(4) describe how the State would use its grant funding
to improve student academic achievement in the State,
including how it will allocate the funds to give priority to
high-need local educational agencies; and

(5) include a plan for evaluating the State’s progress in
closing achievement gaps.

(d) ASSURANCES.—An application under subsection (b) shall

include the following assurances:

(1) MAINTENANCE OF EFFORT.—

(A) ELEMENTARY AND SECONDARY EDUCATION.—The
State will, in each of fiscal years 2009, 2010, and 2011,
maintain State support for elementary and secondary edu-
cation at least at the level of such support in fiscal year
2006.

(B) HIGHER EDUCATION.—The State will, in each of
fiscal years 2009, 2010, and 2011, maintain State support
for public institutions of higher education (not including
support for capital projects or for research and development
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or tuition and fees paid by students) at least at the level

of such support in fiscal year 2006.

(2) ACHIEVING EQUITY IN TEACHER DISTRIBUTION.—The
State will take actions to improve teacher effectiveness and
comply with section 1111(b)(8)(C) of the ESEA (20 U.S.C.
6311(b)(8)(C)) in order to address inequities in the distribution
of highly qualified teachers between high- and low-poverty
schools, and to ensure that low-income and minority children
are not taught at higher rates than other children by inexperi-
enced, unqualified, or out-of-field teachers.

(3) IMPROVING COLLECTION AND USE OF DATA.—The State
will establish a longitudinal data system that includes the
elements described in section 6401(e)(2)(D) of the America
COMPETES Act (20 U.S.C. 9871).

(4) STANDARDS AND ASSESSMENTS.—The State—

(A) will enhance the quality of the academic assess-
ments it administers pursuant to section 1111(b)(3) of the
ESEA (20 U.S.C. 6311(b)(3)) through activities such as
those described in section 6112(a) of such Act (20 U.S.C.
7301a(a));

(B) will comply with the requirements of paragraphs
(3)(C)(ix) and (6) of section 1111(b) of the ESEA (20 U.S.C.
6311(b)) and section 612(a)(16) of the IDEA (20 U.S.C.
1412(a)(16)) related to the inclusion of children with disabil-
ities and limited English proficient students in State
assessments, the development of valid and reliable assess-
ments for those students, and the provision of accommoda-
tions that enable their participation in State assessments;
and

(C) will take steps to improve State academic content
standards and student academic achievement standards
consistent with section 6401(e)(1)(9)(A)(ii) of the America
COMPETES Act.

(5) SUPPORTING STRUGGLING SCHOOLS.—The State will
ensure compliance with the requirements of section
1116(a)(7)(C)(iv) and section 1116(a)(8)(B) of the ESEA with
respect to schools identified under such sections.

SEC. 14006. STATE INCENTIVE GRANTS.

(a) IN GENERAL.—

(1) RESERVATION.—From the total amount reserved under
section 14001(c) that is not used for section 14007, the Secretary
may reserve up to 1 percent for technical assistance to States
to assist them in meeting the objectives of paragraphs (2),
(3), (4), and (5) of section 14005(d).

(2) REMAINDER.—Of the remaining funds, the Secretary
shall, in fiscal year 2010, make grants to States that have
made significant progress in meeting the objectives of para-
graphs (2), (3), (4), and (5) of section 14005(d).

(b) Basis FOR GRANTS.—The Secretary shall determine which
States receive grants under this section, and the amount of those
grants, on the basis of information provided in State applications
under section 14005 and such other criteria as the Secretary deter-
mines appropriate, which may include a State’s need for assistance
to help meet the objective of paragraphs (2), (3), (4), and (5) of
section 14005(d).
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(¢) SUBGRANTS TO LOCAL EDUCATIONAL AGENCIES.—Each State

receiving a grant under this section shall use at least 50 percent
of the grant to provide local educational agencies in the State
with subgrants based on their relative shares of funding under
part A of title I of the ESEA (20 U.S.C. 6311 et seq.) for the
most recent year.

SEC. 14007. INNOVATION FUND.

(a) IN GENERAL.—
(1) ELIGIBLE ENTITIES.—For the purposes of this section,
the term “eligible entity” means—
(A) a local educational agency; or
(B) a partnership between a nonprofit organization
and—
(i) one or more local educational agencies; or
(i1) a consortium of schools.

(2) PROGRAM ESTABLISHED.—From the total amount
reserved under section 14001(c), the Secretary may reserve
up to $650,000,000 to establish an Innovation Fund, which
shall consist of academic achievement awards that recognize
eligible entities that meet the requirements described in sub-
section (b).

(3) BAsis FOR AWARDS.—The Secretary shall make awards
to eligible entities that have made significant gains in closing
the achievement gap as described in subsection (b)(1)—

(A) to allow such eligible entities to expand their work
and serve as models for best practices;
(B) to allow such eligible entities to work in partnership

Wi‘fih the private sector and the philanthropic community;

an

(C) to identify and document best practices that can

be shared, and taken to scale based on demonstrated suc-
cess.

(b) EL1GIBILITY.—To be eligible for such an award, an eligible

entity shall—

(1) have significantly closed the achievement gaps between
groups of students described in section 1111(b)(2) of the ESEA
(20 U.S.C. 6311(b)(2));

(2) have exceeded the State’s annual measurable objectives
consistent with such section 1111(b)(2) for 2 or more consecutive
years or have demonstrated success in significantly increasing
student academic achievement for all groups of students
described in such section through another measure, such as
measures described in section 1111(c)(2) of the ESEA;

(3) have made significant improvement in other areas, such
as graduation rates or increased recruitment and placement
of high-quality teachers and school leaders, as demonstrated
with meaningful data; and

(4) demonstrate that they have established partnerships
with the private sector, which may include philanthropic
organizations, and that the private sector will provide matching
funds in order to help bring results to scale.

(c) SPECIAL RULE.—In the case of an eligible entity that includes

a nonprofit organization, the eligible entity shall be considered
to have met the eligibility requirements of paragraphs (1), (2),
(8) of subsection (b) if such nonprofit organization has a record
of meeting such requirements.
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SEC. 14008. STATE REPORTS.

For each year of the program under this title, a State receiving
funds under this title shall submit a report to the Secretary, at
such time and in such manner as the Secretary may require,
that describes—

S (1) the uses of funds provided under this title within the

tate;

(2) how the State distributed the funds it received under
this title;

(3) the number of jobs that the Governor estimates were
saxlled or created with funds the State received under this
title;

(4) tax increases that the Governor estimates were averted
because of the availability of funds from this title;

(5) the State’s progress in reducing inequities in the dis-
tribution of highly qualified teachers, in implementing a State
longitudinal data system, and in developing and implementing
valid and reliable assessments for limited English proficient
students and children with disabilities;

(6) the tuition and fee increases for in-State students
imposed by public institutions of higher education in the State
during the period of availability of funds under this title, and
a description of any actions taken by the State to limit those
increases;

(7) the extent to which public institutions of higher edu-
cation maintained, increased, or decreased enrollment of in-
State students, including students eligible for Pell Grants or
other need-based financial assistance; and

(8) a description of each modernization, renovation and
repair project funded, which shall include the amounts awarded
and project costs.

SEC. 14009. EVALUATION.

The Comptroller General of the United States shall conduct
evaluations of the programs under sections 14006 and 14007 which
shall include, but not be limited to, the criteria used for the awards
made, the States selected for awards, award amounts, how each
State used the award received, and the impact of this funding
on the progress made toward closing achievement gaps.

SEC. 14010. SECRETARY’S REPORT TO CONGRESS.

The Secretary shall submit a report to the Committee on Edu-
cation and Labor of the House of Representatives, the Committee
on Health, Education, Labor, and Pensions of the Senate, and
the Committees on Appropriations of the House of Representatives
and of the Senate, not less than 6 months following the submission
of State reports, that evaluates the information provided in the
State reports under section 14008 and the information required
by section 14005(b)(3) including State-by-State information.

SEC. 14011. PROHIBITION ON PROVISION OF CERTAIN ASSISTANCE.

No recipient of funds under this title shall use such funds
to provide financial assistance to students to attend private
elementary or secondary schools.

SEC. 14012. FISCAL RELIEF.

(a) IN GENERAL.—For the purpose of relieving fiscal burdens
on States and local educational agencies that have experienced

Waiver authority.
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a precipitous decline in financial resources, the Secretary of Edu-
cation may waive or modify any requirement of this title relating
to maintaining fiscal effort.

(b) DURATION.—A waiver or modification under this section
shall be for any of fiscal year 2009, fiscal year 2010, or fiscal
year 2011, as determined by the Secretary.

(c) CRITERIA.—The Secretary shall not grant a waiver or modi-
fication under this section unless the Secretary determines that
the State or local educational agency receiving such waiver or
modification will not provide for elementary and secondary edu-
cation, for the fiscal year under consideration, a smaller percentage
of the total revenues available to the State or local educational
agency than the amount provided for such purpose in the preceding
fiscal year.

(d) MAINTENANCE OF EFFORT.—Upon prior approval from the
Secretary, a State or local educational agency that receives funds
under this title may treat any portion of such funds that is used
for elementary, secondary, or postsecondary education as non-Fed-
eral funds for the purpose of any requirement to maintain fiscal
effort under any other program, including part C of the Individuals
with Disabilities Education Act (20 U.S.C. 1431 et seq.), adminis-
tered by the Secretary.

(e) SUBSEQUENT LEVEL OF EFFORT.—Notwithstanding (d), the
level of effort required by a State or local educational agency for
the following fiscal year shall not be reduced.

SEC. 14013. DEFINITIONS.

. Except as otherwise provided in this title, as used in this
title—

(1) the terms “elementary education” and “secondary edu-
cation” have the meaning given such terms under State law;

(2) the term “high-need local educational agency” means
a local educational agency—

(A) that serves not fewer than 10,000 children from
families with incomes below the poverty line; or

(B) for which not less than 20 percent of the children
served by the agency are from families with incomes below
the poverty line;

(3) the term “institution of higher education” has the
meaning given such term in section 101 of the Higher Education
Act of 1965 (20 U.S.C. 1001);

(4) the term “Secretary” means the Secretary of Education;

(5) the term “State” means each of the 50 States, the
Dis(,ltrict of Columbia, and the Commonwealth of Puerto Rico;
an

(6) any other term used that is defined in section 9101
of the ESEA (20 U.S.C. 7801) shall have the meaning given
the term in such section.

TITLE XV—ACCOUNTABILITY AND
TRANSPARENCY

SEC. 1501. DEFINITIONS.

In this title:
(1) AGENCY.—The term “agency” has the meaning given
under section 551 of title 5, United States Code.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

THE DIRECTOR

March 31, 2009

The Honorable Lindsey O. Graham
United States Senator
Washington, DC 20510

Dear Senator Graham:

Thank you for your letter of March 18, 2009. The President and I share your concern that
the money allocated to South Carolina under the State Fiscal Stabilization Fund of the American
Recovery and Reinvestment Act of 2009 (ARRA) should be made available to the school
children and others in need of essential services in South Carolina.

The American Recovery and Reinvestment Act of 2009 ("ARRA" or the "Recovery Act")
was enacted in response to the severe economic downturn we are currently experiencing. The
Recovery Act is designed to spur economic activity and private sector job growth; provide relief
to individuals and families, as well as States and localities that are facing the prospect of cutting
services and laying off teachers, police officers, and other vital public servants; and make critical
investments in long-term economic growth, such as providing every child the chance for a
world-class education. The State Fiscal Stabilization Fund is a one-time appropriation in Title
XIV of the Recovery Act. The Fund consists of approximately $48.6 billion that the U.S.
Department of Education will award to States to help address State and local budget shortfalls in
order to minimize or avoid reductions in education and other essential services. The bulk (81.8
percent) of a State's allocation of Stabilization Fund monies must be used "for the support of
elementary, secondary, and postsecondary education,” and the remaining 18.2 percent of a
State’s allocation of such funds must be used "for public safety and other government services.”
(ARRA § 14002.)

As you know, the Governor of South Carolina previously proposed using the State’s
allocation of Stabilization Fund monies for "paying down [your] state's sizable debt." However,
as I have written to him, the Act does not authorize the Department of Education to award
Stabilization Fund monies to a State for that purpose. As you note, Governor Sanford has since
stated publicly that he may decline to accept the State’s allocation of the Stabilization Fund,
consisting of more than $700 million.

You have inquired about whether the South Carolina State legislature may seek State
Fiscal Stabilization Fund monies if the Governor does not, given the “significant ambiguities” in
the ARRA and in how Section 1607 impacts Title XIV, in particular. You attached to your letter
an analysis by the Congressional Research Service, which concluded, among other things, that
under Title XIV, unlike other provisions of the Recovery Act, legislative action pursuant to
Section 1607( b) would not suffice for a State to accept Stabilization Fund monies absent the
Governor submitting the required application for Stabilization Fund monies under Section 14005
of the Recovery Act.



Administration lawyers have considered the various statutory provisions at issue and,
based on their advice, we have determined that Section 1607(b) does allow the State legislature
to make available to a State Recovery Act funds in a number of areas in the event that the
Governor does not certify acceptance of Recovery Act funds. For example, States can access
Medicaid funding, certain education funding (made available in Title VIII of the Recovery Act),
and much transportation, health, infrastructure, and energy funding, among other areas, if the
State legislature certifies — in lieu of the Governor’s certification — that the State will accept
funds pursuant to Section 1607.

However, for a State to access its allocation of the State Fiscal Stabilization Fund, the
Governor must submit an application to the Secretary of Education, and there currently is no
provision in the Recovery Act for the State legislature to make such an application in lieu of the
Governor for a State’s allocation of the State Fiscal Stabilization Fund.

Should Congress seek to further clarify its intention with regard to a legislature’s ability
to apply for Stabilization Fund monies in lieu of a Governor, this Administration would be
receptive to such Congressional clarification. As you know, the Stabilization Fund will provide
needed revenues to States in order to allow them to maintain their support of elementary,
secondary, and higher education in this period of budget shortfalls. It would be an unfortunate
(and we believe unintended) policy outcome if the children of South Carolina were to be
deprived of their share of federal stimulus dollars, which South Carolina citizens already have
paid for, because the Governor chooses not to apply for available funds — especially in
circumstances where the State legislature would be willing to make application on behalf of the
State if it were allowed by statute to do so.

Thank you again for your letter, and for the opportunity to provide this clarification
regarding the Administration’s implementation of the Recovery Act.

Sincergdy,

eter R. Orszag
Director



Application for Initial Funding
under the
State Fiscal Stabilization Fund Program

CFDA Numbers: 84.394 (Education Stabilization Fund) and
84.397 (Government Services Fund)

U.S. Department of Education
Washington, D.C. 20202

OMB Number: 1810-0690
Expiration Date: 9/30/2009

Paperwork Burden Statement

According to the Paperwork Reduction Act of 1995, no persons are required to respond to a collection of information unless
such collection displays a valid OMB control number. The valid OMB control number for this information collection is
1810-0690. The time required to complete this information collection is estimated to average 17 hours per response,
including the time to review instructions, search existing data resources, gather the data needed, and complete and review the
information collection. If you have any comments concerning the accuracy of the time estimate(s) or suggestions for
improving this form, please write to: U.S. Department of Education, Washington, D.C. 20202-4537. If you have comments
or concerns regarding the status of your individual submission of this form, write directly to: State Fiscal Stabilization Fund
Program, Office of Elementary and Secondary Education, U.S. Department of Education, 400 Maryland Ave., S.W., Room
3E108, Washington, D.C. 20202-3118



APPLICATION INSTRUCTIONS

GENERAL INSTRUCTIONS

To receive the initial 67 percent of the State’s allocation under the State Fiscal Stabilization Fund
(Stabilization) program, a Governor must submit to the Department an application that provides the
following information:

* A completed application cover sheet. (Part 1 of the Application)

* Assurances that the State will commit to advancing education reform in four specific areas:
(1) Achieving equity in teacher distribution;
(2) Improving collection and use of data;
(3) Enhancing the quality of standards and assessments; and
(4) Supporting struggling schools. (Part 2 of the Application)

* Confirmation that the initial baseline data identified in Appendix B of the application is
acceptable for purposes of demonstrating the State’s current status in each of the four education
reform areas for which the State provides assurances, or submission of alternative initial
baseline data. (Part 3 of the Application)

* The following maintenance-of-effort (MOE) information:
(1) An assurance that the State will comply with the Stabilization program MOE
requirements;
(2) If applicable, an assurance that the State meets or will meet the eligibility criterion
for a waiver of those requirements; and
(3) MOE baseline data. (Part 4 of the Application)

* A description of how the State intends to use the funds allocated under:
(1) The Education Stabilization Fund — CFDA No. 84.394; and
(2) The Government Services Fund — CFDA No. 84.397. (Part 5 of the Application)

* Accountability, transparency, and reporting assurances. (Part 6 of the Application)

Other assurances and certifications. (Part 7 of the Application)

APPENDICES TO THE APPLICATION

* Appendix A — State Allocation Data
* Appendix B — Instructions for Part 3: Initial Baseline Data for Education Reform Assurances
* Appendix C — Instructions for Part 4: Maintenance of Effort

* Appendix D — Instructions for Part 5: State Uses of Funds
* Appendix E — Application Checklist and Submission Information



STATE FISCAL STABILIZATION FUND APPLICATION

PART 1: APPLICATION COVER SHEET
(CFDA Nos. 84.394 and 84.397)

Legal Name of Applicant (Office of the
Governor):

Applicant’s Mailing Address:

State Contact for the Education Stabilization
Fund (CFDA No. 84.394)

Name:
Position and Office:

Contact’s Mailing Address:

Telephone:
Fax:
E-mail address:

State Contact for the Government Services Fund (CFDA
No. 84.397)

(Enter “same” if the same individual will serve as the contact for
both the Education Stabilization Fund and the Government Services
Fund.)

Name:
Position and Office:

Contact’s Mailing Address:

Telephone:
Fax:
E-mail address:

To the best of my knowledge and belief, all of the information and data in this application are true and correct.

Governor or Authorized Representative of the Governor (Printed Name): Telephone:

Signature of Governor or Authorized Representative of the Governor: Date:

Recommended Statement of Support from the Chief State School Officer (Optional):

The State educational agency will cooperate with the Governor in the implementation of the State Fiscal

Stabilization Fund program.

Chief State School Officer (Printed Name):

Telephone:

Signature of the Chief State School Officer:

Date:

Form Approved OMB Number: 1810-0690; Expiration Date: 9/30/2009




PART 2: EDUCATION REFORM ASSURANCES

The Governor or his/her authorized representative assures the following:

(1) The State will take actions to improve teacher effectiveness and comply with section
1111(b)(8)(C) of the Elementary and Secondary Education Act of 1965, as amended (ESEA)
(20 U.S.C. 6311(b)(8)(C)) in order to address inequities in the distribution of highly qualified
teachers between high- and low-poverty schools, and to ensure that low-income and minority
children are not taught at higher rates than other children by inexperienced, unqualified, or out-
of-field teachers. (Achieving Equity in Teacher Distribution Assurance)

(2) The State will establish a longitudinal data system that includes the elements described in
section 6401(e)(2)(D) of the America COMPETES Act (20 U.S.C. 9871(e)(2)(D)). (Improving
Collection and Use of Data Assurance)

(3) The State will -

(3.1) Enhance the quality of the academic assessments it administers pursuant to section

(3.2)

(3.3)

1111(b)(3) of the ESEA (20 U.S.C. 6311(b)(3)) through activities such as those
described in section 6112(a) of the ESEA (20 U.S.C. 7301a(a)); (Improving
Assessments Assurance)

Comply with the requirements of paragraphs (3)(C)(ix) and (6) of section 1111(b) of
the ESEA (20 U.S.C. 6311(b)) and section 612(a)(16) of the Individuals with
Disabilities Education Act (IDEA) (20 U.S.C. 1412(a)(16)) related to the inclusion
of children with disabilities and limited English proficient students in State
assessments, the development of valid and reliable assessments for those students,
and the provision of accommodations that enable their participation in State
assessments; (Inclusion Assurance) and

Take steps to improve State academic content standards and student academic
achievement standards consistent with section 6401(e)(1)(A)(ii) of the America
COMPETES Act. (Improving Standards Assurance)

(4) The State will ensure compliance with the requirements of section 1116(b)(7)(C)(iv) and section
1116(b)(8)(B) of the ESEA with respect to schools identified under these sections. (Supporting
Struggling Schools Assurance)

Governor or Authorized Representative of the Governor (Printed Name):

Signature:

Date:




PART 3:

INITIAL BASELINE DATA FOR EDUCATION REFORM ASSURANCES

SPECIAL NOTES:

o0 In completing this portion of the application, please refer to Appendix B —
Instructions for Part 3: Initial Baseline Data for Education Reform Assurances.

0 The data described in Appendix B for two of the education reform assurances in
Part 2 of the application — the Improving Assessments Assurance and the
Improving Standards Assurance — are the most current available baseline data for
these areas. Thus, the Department is not inviting States to submit additional
information with respect to these two assurances.

o0 The Governor or his/her authorized representative should confirm whether the
initial baseline data sources described in Appendix B for the four assurances
referenced below — Achieving Equity in Teacher Distribution; Improving
Collection and Use of Data; Improving State Academic Content and Student
Achievement Standards; and Supporting Struggling Schools — reflect the State’s
current status with respect to these assurances. A State that confirms the use of
these initial baseline data sources does not have to submit additional baseline data

with this application. If a State elects not to use the identified data sources for

one or more of these four assurances, it must submit other initial baseline data for
that assurance.

The Governor or his/her authorized representative confirms that the data sources that are currently
available to the Department and described in Appendix B are a reasonable reflection of the current
status of the State with respect to the following education reform assurances that he/she provided in
Part 2 of the Application (check only those assurances for which the State accepts the data
described in Appendix B):

Achieving Equity in Teacher Distribution Assurance.
Improving Collection and Use of Data Assurance.
Improving Standards Assurance.

Supporting Struggling Schools Assurance.

Governor or Authorized Representative of the Governor (Printed Name):

Signature:

Date:




PART 4, SECTION A: MAINTENANCE-OF-EFFORT (MOE) ASSURANCE

SPECIAL NOTES:

o0 In completing Part 4 of the application, please refer to Appendix C — Instructions for
Part 4: Maintenance of Effort.

0 The Governor or his/her authorized representative should check only those MOE
requirements that he or she anticipates the State will meet. If the Governor or his/her
authorized representative anticipates that the State will be unable to meet one or
more of the requirements, he or she must sign the additional waiver assurance in Part
4, Section B.

o For the purpose of determining MOE, State support for public institutions of higher
education (IHEs) must not include support for capital projects or for research and
development or tuition and fees paid by students.

The Governor or his/her authorized representative assures the following (check appropriate
assurances that apply):

In FY 2009, the State will maintain State support for elementary and secondary
education at least at the level of such support in FY 2006.

In FY 2010, the State will maintain State support for elementary and secondary
education at least at the level of such support in FY 2006.

In FY 2011, the State will maintain State support for elementary and secondary
education at least at the level of such support in FY 2006.

In FY 2009, the State will maintain State support for public IHEs at least at the level of
such support in FY 2006.

In FY 2010, the State will maintain State support for public IHEs at least at the level of
such support in FY 2006.

In FY 2011, the State will maintain State support for public IHEs at least at the level of
such support in FY 2006.

---OR---

To the best of his/her knowledge and based on the best available data, the State will be
unable to meet any of the above-referenced maintenance-of-effort requirements.

Governor or Authorized Representative of the Governor (Printed Name):

Signature: Date:




PART 4, SECTION B: MAINTENANCE-OF-EFFORT WAIVER ASSURANCE

SPECIAL NOTES:

O If a State anticipates that it will be unable to comply with one or more of the
Stabilization program MOE requirements referenced in Part 4, Section A of the
application, the State must provide the assurance below.

O States that anticipate meeting all of the Stabilization program MOE requirements
should not complete the waiver assurance in this section of the application. See
Appendix C — Instructions for Part 4: Maintenance of Effort. The criterion for a
waiver of the MOE requirements is provided in Appendix C.

O The Department will be providing additional guidance to States regarding the
process for applying for waivers of the Stabilization program MOE requirements.

The Governor or his/her authorized representative assures the following:

To the best of his/her knowledge and based on the best available data, the State meets
or will meet the eligibility criterion for a MOE waiver for each of the Stabilization
program MOE requirements that the Governor or his/her authorized representative
anticipates the State will be unable to meet.

Governor or Authorized Representative of the Governor (Printed Name):

Signature: Date:




PART 4, SECTION C: MAINTENANCE-OF-EFFORT BASELINE DATA

SPECIAL NOTES:

O A State has some flexibility in determining the “levels of State support” for MOE
purposes. For example, for the purpose of the elementary and secondary
education MOE requirements, a State may use the level of support that the State
provides through its primary elementary and secondary funding formulae, or it
may use other relevant data. See Appendix C — Instructions for Part 4:
Maintenance of Effort.

1. Levels of State support for elementary and secondary education (the amounts may reflect
the levels of State support on either an aggregate basis or a per-student basis):

FY 2006

FY 2009*

FY 2010*

$
$
$
FY 2011* $

(* Provide data to the extent that data are currently available.)

2. Levels of State support for public institutions of higher education (enter amounts for each
year):

FY 2006

FY 2009*

FY 2010*

$
$
$
$

FY 2011*

(* Provide data to the extent that data are currently available.)

3. Additional Submission Requirements: In an attachment to the application —

(a) Identify and describe the data sources used in determining the levels of State support for
elementary and secondary education; - and -

(b) Identify and describe the data sources used in determining the levels of State support for
public IHEs.



PART 5, SECTION A: STATE USES OF THE EDUCATION STABILIZATION FUND

SPECIAL NOTES:

O Section A of Part 5 requests data on the Education Stabilization Fund (CFDA No.
84.394). In completing this portion of the application, please refer to Appendix D —
Instructions for Part 5: State Uses of Funds.

O At a later date, the Department will collect data on the levels of State support for
elementary, secondary, and postsecondary education in FY 2011.

O These data may differ from the data in the levels of support for maintenance-of-
effort purposes. See instructions in Appendix D.

O The term “postsecondary education” refers to public IHEs.

1. Levels of State Support for Elementary, Secondary, and Postsecondary Education

Provide the following data on the levels of State support for elementary, secondary, and
postsecondary education:

(@) Level of State support for elementary and secondary
education in FY 2008 provided through the State’s
primary elementary and secondary education funding
formulae $

(b) Level of State support for public IHEs in FY 2008 $

(c) Level of State support for elementary and secondary
education in FY 2009 provided through the State’s
primary elementary and secondary education funding
formulae $

(d) Level of State support for public IHEs in FY 2009 $

(e) Level of State support for elementary and secondary
education in FY 2010 provided through the State’s
primary elementary and secondary education funding
formulae $

(F) Level of State support for public IHEs in FY 2010 $

Additional Information: Did the State, prior to October 1, 2008, approve formula increases to
support elementary and secondary education in FY 2010 or 2011, or to phase in State equity and
adequacy adjustments?*

Yes No

* See Appendix D Worksheets for further guidance on how such increases affect a State’s “use of funds” calculations.
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2. State’s Primary Education Funding Formulae

Additional Submission Requirement: In an attachment to the application, identify and describe
each of the State’s primary elementary and secondary education funding formulae that were used in
determining the calculations provided above for the levels of State support for elementary and
secondary education.

3. Data on State Support for Postsecondary Education

Additional Submission Requirement: In an attachment to the application, identify and
describe the specific State data sources that were used in determining the calculations provided
above for the levels of State support for public IHEs.

4. Restoration Amounts

Based on the Worksheets included in Appendix D, calculate and provide the amount of Education
Stabilization funds that the State will use to restore the levels of State support for elementary,
secondary, and postsecondary education in FYs 2009 and 2010. As explained in the Instructions in
Appendix D, a State must determine the amount of funds needed to restore fully the levels of State
support for elementary, secondary, and postsecondary education in FY 2009 before determining the
amount of funds available to restore the levels of such support in FY 2010.

SPECIAL NOTES:

O At a later date, the Department will collect data on the amount of funds, if any,
that remain available to (1) restore the levels of State support for elementary,
secondary, and postsecondary education in FY 2011, and (2) award subgrants to
local educational agencies (LEAS) based on their proportionate shares of funding
under Part A of Title | of the ESEA.

O The calculations for these data must be based on the State’s total Education
Stabilization Fund allocation as reflected in Appendix A and not on the State’s
initial Education Stabilization Fund award.

O Although the State must follow the Instructions in Appendix D, in order to
determine the amount of funds that LEAs and IHEs will receive under the
program (i.e., the “restoration amounts”), the Governor has discretion in
determining when to release these funds to LEAs and IHEs.

(@ Amount of the State’s total Education Stabilization Fund
allocation to be used to restore the level of State support
for elementary and secondary education in FY 2009 $

(b) Amount of the State’s total Education Stabilization Fund
allocation to be used to restore the level of State support
for public IHEs in FY 2009 $




Restoration Amounts (continued)

(¢) Amount of the State’s total Education Stabilization Fund
allocation to be used to restore the level of State support
for elementary and secondary education in FY 2010 $

(d) Amount of the State’s total Education Stabilization Fund
allocation to be used to restore the level of State support
for public IHEs in FY 2010 $

(e) Amount of funds, if any, remaining after restoring State
support for elementary, secondary, and postsecondary
education in FY 2009 and FY 2010 $

5. Process for Awarding Funds to Public IHEs

Additional Submission Requirement: In an attachment to the application, describe the process
that the State will use to determine the amount of funding that individual public IHEs will receive
from the funds that the State sets aside to restore the levels of State support for these institutions.



PART 5, SECTION B: STATE USES OF THE
GOVERNMENT SERVICES FUND

SPECIAL NOTES:

84.397).

100 percent.

Government Services Fund award.

O Section B of Part 5 requests data on the Government Services Fund (CFDA No.

O In this section, provide preliminary estimates of the percentage of the Government
Services Fund that the State intends to spend under various broad categories (to the
extent such estimates are available). The total percentages in the chart should equal

O To the extent such estimates are available, the estimated percentages must be based
on the State’s total Government Services Fund allocation and not on the State’s initial

Uses of the Government Services Fund

Estimated

Category Percentage of
Funds to Be
Used

Public Safety

Elementary and secondary education (excluding modernization, renovation,

or repair of public school facilities)

Public IHEs (excluding modernization, renovation, or repair of IHES)

Modernization, renovation, or repair of public school facilities

Modernization, renovation, or repair of IHES

Medicaid

Public assistance

Transportation

Other (please describe)

Undetermined

TOTAL 100%
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PART 6: ACCOUNTABILITY, TRANSPARENCY, AND
REPORTING ASSURANCES

The Governor or his/her authorized representative assures that the State will comply with all of the
accountability, transparency, and reporting requirements that apply to the Stabilization program,
including the following:

For each year of the program, the State will submit a report to the Secretary, at such time and in
such manner as the Secretary may require, that describes:
0 the uses of funds within the State;

how the State distributed the funds it received;

the number of jobs that the Governor estimates were saved or created with the funds;

tax increases that the Governor estimates were averted because of the funds;

the State’s progress in reducing inequities in the distribution of highly qualified

teachers, implementing a State longitudinal data system, and developing and

implementing valid and reliable assessments for limited English proficient students
and children with disabilities;

0 the tuition and fee increases for in-State students imposed by public IHEs and a
description of any actions taken by the State to limit the increases;

0 the extent to which public IHEs maintained, increased, or decreased enrollment of
in-State students, including those students eligible for Pell Grants or other need-
based financial aid; and

o0 adescription of each modernization, renovation or repair project funded, including
the amounts awarded and project costs. (ARRA Division A, Section 14008)

O O0OO0O0o

The State will cooperate with any Comptroller General evaluation of the uses of funds and the
impact of funding on the progress made toward closing achievement gaps. (ARRA Division A,
Section 14009)

If the State uses funds for any infrastructure investment, the State will certify that the
investment received the full review and vetting required by law and that the chief executive
accepts responsibility that the investment is an appropriate use of taxpayer funds. This
certification will include a description of the investment, the estimated total cost, and the
amount of covered funds to be used. The certification will be posted on the State’s website and
linked to www.Recovery.gov. A State or local agency may not use funds under the ARRA for
infrastructure investment funding unless this certification is made and posted. (ARRA Division
A, Section 1511)

The State will submit reports, within 10 days after the end of each calendar quarter, that contain
the information required under section 1512(c) of the ARRA in accordance with any guidance
issued by Office of Management and Budget or the Department. (ARRA Division A, Section
1512(c))

The State will cooperate with any Inspector General examination of records under the program.
(ARRA Division A, Section 1515)

Governor or Authorized Representative of the Governor (Printed Name):

Signature: Date:

11



PART 7: OTHER ASSURANCES AND CERTIFICATIONS

The Governor or his/her authorized representative assures or certifies the following:

* The State will comply with all applicable assurances in OMB Standard Forms 424B and D
(Assurances for Non-Construction and Construction Programs), including the assurances relating
to the legal authority to apply for assistance; access to records; conflict of interest; merit
systems; nondiscrimination; Hatch Act provisions; labor standards; flood hazards; historic
preservation; protection of human subjects; animal welfare; lead-based paint; Single Audit Act;
and the general agreement to comply with all applicable Federal laws, executive orders and
regulations.

* With respect to the certification regarding lobbying in Department Form 80-0013, no Federal
appropriated funds have been paid or will be paid to any person for influencing or attempting to
influence an officer or employee of any agency, a Member of Congress, an officer or employee
of Congress, or an employee of a Member of Congress in connection with the making or renewal
of Federal grants under this program; the State will complete and submit Standard Form-LLL,
"Disclosure Form to Report Lobbying," when required (34 C.F.R. Part 82, Appendix B); and
the State will require the full certification, as set forth in 34 C.F.R. Part 82, Appendix A, in the
award documents for all subawards at all tiers.

* The State will comply with all of the operational and administrative provisions in Title XV and
X1V of the ARRA, including Buy American Requirements (ARRA Division A, Section 1605),
Wage Rate Requirements (ARRA Division A, Section 1606), and any applicable environmental
impact requirements of the National Environmental Policy Act of 1970 (NEPA), as amended,
(42 U.S.C. 4371 et seq.) (ARRA Division A, Section 1609). In using ARRA funds for
infrastructure investment recipients will comply with the requirement regarding Preferences for
Quick Start Activities (ARRA Division A, Section 1602).

* Any LEA receiving funding under this program will have on file with the State a set of
assurances that meets the requirements of section 442 of the General Education Provisions Act
(GEPA) (20 U.S.C. 1232¢).

* To the extent applicable, an LEA will include in its local application a description of how the
LEA will comply with the requirements of section 427 of GEPA (20 U.S.C. 1228a).
The description must include information on the steps the LEA proposes to take to permit
students, teachers, and other program beneficiaries to overcome barriers (including barriers
based on gender, race, color, national origin, disability, and age) that impede access to, or
participation in, the program.
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The State and other entities will comply with the following provisions of Education Department
General Administrative Regulations (EDGAR), as applicable: 34 CFR Part 74 --
Administration of Grants and Agreements with Institutions of Higher Education, Hospitals, and
Other Non-Profit Organizations; 34 CFR Part 76 -- State-Administered Programs, including the
construction requirements in section 75.600 through 75.617 that are incorporated by reference in
section 76.600; 34 CFR Part 77 -- Definitions that Apply to Department Regulations; 34 CFR
Part 80 -- Uniform Administrative Requirements for Grants and Cooperative Agreements to
State and Local Governments, including the procurement provisions; 34 CFR Part 81 -- General
Education Provisions Act—Enforcement; 34 CFR Part 82 -- New Restrictions on Lobbying; 34
CFR Part 85 -- Governmentwide Debarment and Suspension (Nonprocurement).

Governor or Authorized Representative of the Governor (Printed Name):

Signature: Date:
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