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Introduction

Because of an error made in processing the data used by the Census Bureau to generate the poverty data used in the statutory formula to calculate Title I, Part A allocations, the Department revised its school year (SY) 2006-07 State and local educational agency (LEA) Title I, Part A allocations.  The Department released these revised allocations in early October.   Now, each State educational agency (SEA) must recalculate the final allocations it makes to LEAs within the State to reflect the revised allocations.  

In many cases, prior to the release of the revised Federal allocations, States had already issued final allocations based on the allocations the Department released in June, and LEAs had submitted plans and budgets based on those allocations.  If it is disruptive to adjust SY 2006-07 allocations now, an SEA may make adjustments when it calculates final SY 2007-08 LEA allocations next year, provided an LEA has not lost all of its SY 2006-07 funds because of the revision.

Questions and Answers

Q1.
How would the process work if an SEA chooses to make adjustments resulting from the revised SY 2006-07 Title I, Part A allocations when it calculates final SY 2007-08 LEA allocations next year? 

An SEA would need to recalculate its LEA allocations for SY 2006-07 now based on the Department’s revised SY 2006-07 Title I, Part A allocations in order to determine the differences between the initial and revised allocations.  This step is necessary to determine the proper hold-harmless base for SY 2007-08 Title I, Part A allocations (See Q4).  The SEA would then adjust its SY 2007-08 LEA allocations to reflect those differences.  If an SEA uses this option, please note that the SY 2006-07 funds distributed next year must be expended prior to September 30, 2008.   

The following table illustrates how this process would work.  Column A shows an initial SEA allocation and grant award of $100,000 to LEA 1 based on the Department’s initial SY 2006-07 allocations released in June.  As a result of the October revision, the LEA’s allocation drops to $98,000 (Column B), a $2,000 decrease from the amount the SEA initially allocated and awarded to LEA 1.  The amount shown in Column B becomes LEA 1’s hold-harmless base for SY 2007-08 Part A allocation purposes.  Because the SEA is adjusting for the difference between the initial allocation and the revised allocation in the following year, the LEA’s SY 2007-08 Title I, Part A allocation is adjusted by the difference shown in Column C so that the final amount awarded to the LEA in SY 2007-08 is $98,000 (Column D + Column E).   The process would work the same way as shown for LEA 2 if the amount it received increases because of the revised SY 2006-07 Title I allocations.

	
	SY 2006-07
	SY 2007-08

	
	(A)
	(B)
	(C)
	(D)
	(E)
	(F)

	
	Initial Title I, Part A Allocation (Actual Amount SEA Awarded to the LEA)
	Revised Allocation 
	Difference
	Initial Title I, Part A Allocation
	Adjustment from SY 2006-07
	Total Award

	LEA 1
	100,000
	98,000
	              -2,000 
	100,000
	-2,000
	98,000

	LEA 2
	65,000
	66,500
	             +1,500 
	68,000
	+1,500
	69,500


Q2.
In a situation in which an LEA received an initial Title I, Part A allocation in June but no longer qualifies for Title I, Part A under the revised allocations, may the SEA make the adjustments resulting from the changes in the revised SY 2006-07 allocations when it calculates final SY 2007-08 allocations next year?  

No.  The SEA must make the adjustment to the LEA’s Part A allocation for SY 2006-07.  Such an LEA may continue to be ineligible for Title I, Part A funds in SY 2007-08, and there would be no funds available next year to adjust.  

Q3.
If an SEA decides to make adjustments when it determines SY 2007-08 allocations in the following year, what happens if an LEA loses funds under the revised allocations and then fails to qualify for a Title I allocation in SY 2007-08 because of the use of updated formula data and, thus, receives no funds.  

Because an SEA cannot adjust the allocation of an LEA that receives no funding in SY 2007-08, the SEA must (1) recover the decrease from funds an LEA carries over from its initial SY 2006-07 Part A allocation, or (2) require the LEA to pay back from local funds the amount it was over allocated for SY 2006-07.  In either case, the SEA must redistribute recovered funds among the LEAs that are entitled to receive additional funds in SY 2007-08.  

Q4.
Would the revised SY 2006-07 allocations affect an LEA’s hold-harmless base that the SEA uses for its SY 2007-08 allocations?

Yes.  The revised SY 2006-07 LEA allocations that an SEA determines, after it reserves funds for school improvement, the State Academic Achievement Awards program (where appropriate), and State administration, would be the allocations the SEA uses as the base on which to calculate each LEA’s hold-harmless guarantee for SY 2007-08.  

Q5.
How would the revised SY 2006-07 allocations affect the base an SEA uses for ensuring that no LEA receives less than the amount it received in the prior year when the SEA reserves funds in SY 2007-08 for school improvement under section 1003(a)?

It depends.  If an SEA revises its SY 2006-07 LEA allocations in the current year to reflect the Department’s revised allocations for that year, that allocation would be the base for ensuring that no LEA receives less in SY 2007-08 than it received in SY 2006-07.  However, if an SEA waits until SY 2007-08 to adjust for the change resulting from the Department’s revised SY 2006-07 allocations, then the base would be the amount actually received by the LEA in SY 2006-07 (see Column A in the table shown in Q1.) 

Q6.
Do the revised allocations affect the process an SEA uses to reserve funds for school improvement, State administration, and the State Academic Achievement program?  

Yes.  The SEA must use the amount the State as a whole was allocated as a result of the revised SY 2006-07 allocations as the base to calculate how much the SEA reserves for these activities, even if it waits until SY 2007-08 to adjust LEA allocations.  A State would still follow the process described on page 34 of the Department’s May 2003 within-State allocation guidance concerning how an SEA reserves funds for school improvement.  Under section 1003(a) of the ESEA and §200.100(a) of the Title I regulations, an SEA first must reserve for school improvement four percent of the Title I, Part A funds the State receives, ensuring as it does so that no LEA receives less than the amount the SEA allocated to the LEA in the prior year.  The SEA may then reserve funds for the State Academic Achievement Awards program and State administration.  For more detail, see the guidance on the web at:

http://www.ed.gov/programs/titleiparta/seaguidanceforadjustingallocations.doc.

Q7.
May a State that received a smaller revised Title I, Part A allocation reserve less money for State administration in order to ensure that the same amount of money remains available for distribution to its LEAs? 
Yes.  Section 1004 of the Title I statute authorizes a State to reserve up to one percent of its Part A funds for administrative activities.  Therefore, an SEA may reserve any amount that is less than the one percent cap in order to ensure that it has the same amount available for distribution to its LEAs that it had initially.  The SEA must distribute these funds based on the Department’s revised SY 2006-07 allocations, however.  Thus, even if the SEA makes the same amount of Part A funds available for distribution to LEAs under the initial and revised allocations after adjusting the amount it reserves for State administration, the distribution of funds must reflect the Department’s revised LEA allocations and will be different from the distribution calculated initially. 

Q8.
If an SEA uses the flexibility in Q1 to make the adjustments to LEA allocations in SY 2007-08, what is the base on which an LEA calculates its set-asides for SY 2006-07?

Title I, Part A contains several provisions that require an LEA to set aside a percentage of its Title I, Part A allocation for a specific purpose (e.g., section 1118(a)(3) requires a reservation of “not less than 1 percent” for parent involvement activities).  If an SEA waits until SY 2007-08 to make the adjustments resulting from the revised SY 2006-07 Part A allocations, an LEA would calculate its Title I, Part A set-asides for SY 2006-07 on the amount of Title I, Part A funds it actually received for SY 2006-07 (see Column A in the table shown in Q1).  Then, in SY 2007-08, it would calculate its set-asides based on its total SY 2007-08 Title I, Part A allocation, including any adjustments resulting from the SY 2006-07 revised allocations (see Column F in the table shown in Q1).  

Q9.
For an SEA that uses the flexibility in Q1 to make adjustments to LEA allocations in SY 2007-08, what is the base on which an LEA calculates the per-pupil funding cap for the cost of supplemental educational services (SES)?  What Census poverty data should an LEA use in this calculation?

If an SEA waits until SY 2007-08 to make the adjustments resulting from the revised SY 2006-07 Part A allocations, an LEA would determine the SES per-pupil funding cap for SY 2006-07 by dividing the Title I, Part A funds actually received for SY 2006-07—i.e., the initial allocation determined by the Department (see Column A in the table shown in Q1)—by the Census poverty data the Department used to determine the initial allocation.  Then, in SY 2007-08, the LEA would calculate the per-pupil cap based on its actual SY 2007-08 Title I, Part A allocation, including any adjustments resulting from the SY 2006-07 revised Part A allocations (see Column F in the table shown in Q1) divided by the Census poverty count the Department used to determine the SY 2007-08 Part A allocations.  

If an SEA does not use the flexibility described in Q1 and chooses to make the adjustments for the current year to reflect the revised SY 2006-07 allocations released by the Department in October, an LEA would determine the SES per-pupil funding cap for SY 2006-07 by dividing its revised SY 2006-07 Title I, Part A allocation by the revised Census poverty data the Department used to calculate its revised allocations.    

Q10.
If an SEA uses the flexibility in Q1 and waits until SY 2007-08 to make the adjustments resulting from the SY 2006-07 revised allocations, what Title I, Part A amount does the SEA use in calculating allocations for other Federal funds (e.g., Education Technology Grants (Title II, Part D, Subpart 1), Safe and Drug-Free Schools and Communities (Title IV, Part A), and Reading First (Title I, Part B, Subpart 1)) whose within-State formulas are based, in part, on Title I, Part A allocations received?

An SEA would use the total amount awarded to an LEA in SY 2007-08 (see Column F in the table shown in Q1) as the base for determining LEA allocations for those programs whose statutory formulas are based, in part, on the amount of Part A funding they receive for the current year (e.g., Education Technology Grants).  If an LEA’s allocation for SY 2007-08 is based on the prior-year Part A amount it received (e.g., Reading First and Safe and Drug-Free Schools and Communities), an SEA would use the amount actually received by the LEA in SY 2006-07 (see Column A in the table shown in Q1). 
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