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Appendix II: California

Overview

The following summarizes GAO’s work on the second of its bimonthly
reviews of American Recovery and Reinvestment Act (Recovery Act)'
spending in California. The full report covering all of GAO’s work in 16
states and the District of Columbia is available at
http://www.gao.gov/recoveryy/.

Use of funds: GAO’s work focused on nine federal programs, selected
primarily because they have begun disbursing funds to states, include new
programs, or include existing programs receiving significant amounts of
Recovery Act funds. Program funds are being directed to help California
stabilize its budget and support local governments, particularly school
districts, and several are being used to expand existing programs. Funds
from some of these programs are intended for disbursement through
states or directly to localities. The funds include the following:

 Funds Made Available as a Result of Increased Medicaid
Federal Medical Assistance Percentage (FMAP). As of June 29,
2009, California has received about $3.3 billion in increased FMAP
grant awards, of which it has drawn down almost $2.8 billion, or about
83 percent of its awards to date. California is planning on using funds
made available as a result of the increased FMAP to help offset the
state budget deficit.”

 Highway Infrastructure Investment funds. The U.S. Department of
Transportation’s Federal Highway Administration (FHWA)
apportioned $2.570 billion in Recovery Act funds to California for
highway infrastructure and other eligible projects. As of June 25, 2009,
$1.558 billion of the $2.570 billion had been obligated and $1.21 million
had been reimbursed to California. As of June 11, California had
awarded 23 contracts totaling $134 million, 2 of which—totaling
$71 million—are under construction: a highway rehabilitation project
on Interstate 80 and construction of 3 miles of six-lane freeway on
State Route 905 in San Diego County.

o U.S. Department of Education (Education) State Fiscal
Stabilization Fund (SFSF'). Education has awarded California about

'Pub. L. No. 111-5, 123 Stat. 115 (Feb. 17, 2009).

®The increased FMAP available under the Recovery Act is for state expenditures for
Medicaid services. However, the receipt of this increased FMAP may reduce the funds that
states would otherwise have to use for their Medicaid programs, and states have reported
using these available funds for a variety of purposes.
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Appendix II: California

$3.99 billion for SFSF, and as of June 30, 2009, California state officials
reported that about $2.14 billion in education stabilization funds had
been expended. California is using most of the education stabilization
funds—=81.8 percent of total SFSF—to restore state aid to school
districts (75 percent) and institutes of higher education (25 percent).
The two school districts (Los Angeles and San Bernardino Unified) and
university systems (University of California and California State
University) we visited are generally using the funds to help avert
layoffs. The other 18.2 percent of SFSF, government services funds,
must be spent on public safety and other government services at the
Governor’s discretion and is expected to be directed to public safety,
specifically, corrections. As of June 30, 2009, California state officials
reported that $727 million in government services funds had been
expended.

» Title I, Part A, of the Elementary and Secondary Education Act
of 1965 (ESEA). Education has awarded California $565 million in
Recovery Act ESEA Title I, Part A, funds or 50 percent of its total
allocation of $1.1 billion. California’s Department of Education is
urging local districts to use these funds in ways that will build their
long-term capacity to serve disadvantaged youth. The two school
districts we visited told us that their preliminary plans for these funds
include investment in additional training and coaching for teachers,
class size reduction, support for learning centers, and the purchase of
reading intervention curriculum materials.

e Individuals with Disabilities Education Act (IDEA), Part B & C.
Education has awarded California $661 million in Recovery Act IDEA,
Part B and C, funds, or 50 percent of its total allocation of $1.32 billion.
The state plans to make these funds available to local education
agencies to support special education and related services for infants,
toddlers, children, and youth with disabilities through, among other
things, saving jobs and investing in additional training and coaching for
teachers. The two school districts we visited told us that they plan to
use the funds to hire coaches or other specialists who will help
teachers and assistants increase their skills in meeting the special
needs of children with disabilities.

e Weatherization Assistance Program. The U.S. Department of
Energy (DOE) allocated about $186 million in total Recovery Act
weatherization funding to California for a 3-year period. On April 1,
2009, DOE provided $18.6 million to California. Based on information
available on June 30, 2009, California has obligated none of these
funds. On June 18, DOE announced that California received an
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additional 40 percent of the Recovery Act weatherization money, or
$74.3 million. California plans to begin disbursing its funds in July 2009
for weatherizing over 50,000 low-income family homes.

e  Workforce Investment Act Youth Program. The U.S. Department
of Labor allotted about $187 million to California in Workforce
Investment Act Youth Recovery Act funds. California has allocated
about $159 million to local areas, based on information available as of
June 30, 2009. California’s 49 local areas are free to determine how
much of their Recovery Act Workforce Investment Act Youth funding
will be spent on summer activities, although in April the Governor
issued a letter to local elected officials across the state encouraging
them to ensure that most of the funding be expended on summer
activities. The California Workforce Association estimates that over
47,000 California youth will participate in Recovery Act-funded
summer employment activities in 2009.

e Edward Byrne Memorial Justice Assistance grants. The
Department of Justice’s Bureau of Justice Assistance has awarded
$135 million directly to California in Recovery Act funding. Based on
information available as of June 30, 2009, none of these funds have
been obligated by the California Emergency Management Agency
(CalEMA), which administers these grants for the state.” About 90
percent is to be allocated by the state to local law enforcement
agencies to support local drug reduction efforts. These funds will allow
California law enforcement to concentrate efforts on the widespread
apprehension, prosecution, adjudication, detention, and rehabilitation
of offenders by enabling law enforcement agencies to create and retain
from 275 to 300 positions over the next 4 years.

e Public Housing Capital Fund. The U.S. Department of Housing and
Urban Development has allocated approximately $117 million in
Recovery Act formula grant awards from the Public Housing Capital
Fund to 55 public housing agencies in California. Based on information
available as of June 20, 2009, about $12.55 million had been obligated
by those agencies. At the three housing agencies we visited—Area
Housing Authority of the County of Ventura, Sacramento Housing and
Redevelopment Agency, and San Francisco Housing Authority—this
money, which flows directly to public housing agencies, will be used

*We did not review Edward Byrne Memorial Justice Assistance grants awarded directly to
local governments in this report because the Bureau of Justice Assistance’s solicitation for
local governments closed on June 17; therefore, not all of these funds have been awarded.
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for various capital improvements, including replacing windows and
roofs and rehabilitating vacant units.

Safeguarding and transparency: California’s Recovery Act Task Force
(the Task Force) has overarching responsibility for ensuring that the
state’s Recovery Act funds are spent efficiently and effectively and are
tracked and reported in a transparent manner. The Task Force is relying
on the state’s existing internal control structure, enhanced to include
internal readiness reviews and activities of the state’s Recovery Act
Inspector General, to fulfill this responsibility. The State Auditor will also
be expanding the scope of her work to include specific focus on state
programs receiving Recovery Act funds. The Task Force will continually
report on the use and status of Recovery Act funds using the state’s Web
site (www.recovery.ca.gov). The Task Force has notified state agencies of
their responsibility to separately track and account for Recovery Act funds
that both they and their subrecipients receive. State agency and
subrecipient officials we interviewed told us that they will establish
separate accounting codes within their existing accounting systems that
will enable them to effectively track Recovery Act funds. However,
accumulating this information at the statewide level will be difficult using
existing mechanisms, which currently consist of lengthy, manually
updated spreadsheets. The state has issued a request for proposal for a
system to effectively track and report all state-level Recovery Act funds to
the federal government. State agency and subrecipient officials we spoke
with also told us that they will use their existing internal control and
oversight processes to maintain accountability for Recovery Act funds at
the program level.

Assessing the effects of spending: California state officials and local
recipients continue to express concern about the lack of clear federal
guidance on assessing the results of Recovery Act spending. Additionally,
officials expressed concerns about the potential for inconsistent reporting
among subrecipients or contractors. For example, California’s Department
of Transportation (Caltrans) is planning to rely on job reports and payroll
information submitted by contractors, while education programs are
planning to estimate the number of employees who would have been
otherwise laid off. Aside from job creation, several recipient agencies we
spoke with are also developing and implementing plans to evaluate other
effects of Recovery Act spending. For example, CalEMA officials told us
that they have been given new draft performance measures by the
Department of Justice that include Justice Assistance Grant funds. These
71 separate measures are to be assessed each quarter by local law
enforcement agencies and submitted to CalEMA for reporting to the
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California’s Fiscal
Crisis Deepens,
despite Recovery Act
Funds

department’s Bureau of Justice Assistance 30 days after the end of each
quarter.

California’s fiscal situation has deteriorated significantly, as the state’s
projected budget gap has grown to $24.3 billion from $8 billion in April.
The Governor has proposed a list of unprecedented budget solutions
totaling $24 billion, including cutting or eliminating many major programs
in order to close this gap.* For example, the Governor has proposed
borrowing property tax receipts from local governments; major cuts to
welfare, education, and other programs; cutting pay for state workers; and
selling state assets. The budget gap, which constitutes roughly one quarter
of the state’s annual budget expenditures, has grown because state
revenue projections have declined much faster than anticipated.
According to the Legislative Analyst’s Office (LAO), revenue forecasts are
down over $15.4 billion since last February’s revision for fiscal years 2008-
09 and 2009-10. The LAO cited a weakening economy as the year
progressed, which reduced collections from personal, sales, and corporate
taxes. According to officials in the California Department of Finance, the
state legislature is now considering these and other measures to balance
the state’s budget.

According to state officials, California needs to resolve its budget deficit
and cash shortage soon. On May 13, the California Treasurer asked the
U.S. Secretary of the Treasury for assistance from the Troubled Asset
Relief Fund (TARP) to back state debt issuances. The Treasurer requested
that TARP funds be used to guarantee state debt against default;
otherwise, issuing new debt in the current budget environment would be
very difficult. He warned that the state risked running out of cash in July
unless it could issue new debt and that a “fiscal meltdown” by California
could destabilize U.S. and global financial markets. On May 21, the
Secretary of the Treasury stated that the law did not allow the use of TARP
for nonfinancial entities, and the state has not pursued federal guarantees
from TARP any further. On May 29 and June 10 of this year, the State
Controller notified the state legislature and Governor that the state needed
to resolve its budget crisis by June 15 or face running out of cash in late
July. The California Department of Finance noted that some extreme

“The state has maintained a relatively small rainy-day fund currently targeted at $2 billion.
Even if the full $24 billion in proposed measures are adopted, the state estimates that it will
end the current budget year with a reserve of $1.5 billion this fiscal year and $4.5 billion
next fiscal year.
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measures, such as delaying or not making certain payments, could
forestall this date. The State Treasurer has warned that delaying payments
to cash strapped school districts could force some into bankruptcy.

The Department of Finance estimates that Recovery Act funds will provide
approximately $8 billion in general budget relief for this fiscal year and
next, principally because of increased Federal Medicaid Assistance
Percentage and State Fiscal Stabilization Funds. This level of budget relief
may fluctuate as the state economic crisis deepens and the state loses the
federal match in Temporary Assistance for Needy Families (TANF) or the
Medicaid caseload increases significantly. While the February 2009 budget
cuts discussed in our April report were not affected by Recovery Act
funds, according to state officials, the Recovery Act funds helped delay
and reduce the state’s budget cuts. Even so, the current budget gap of $24
billion is three times the size of the general budget relief from Recovery
Act funds. Further, the state may have to forgo billions of dollars in federal
aid if proposed cuts in TANF and Medicaid programs are undertaken,
according to state officials.

Even if the state can balance its budget for next year, it still faces a
structural deficit in later years at the same time that Recovery Act funds
will be diminishing. The LAO estimates a budget gap of $15 billion for
fiscal year 2010-11, even if all current proposed measures are adopted.
State officials indicated that fundamental changes are needed in federal
program requirements, along with economic recovery, if California is
going to overcome its long-term fiscal problems.
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Medicaid is a joint federal-state program that finances health care for
certain categories of low-income individuals, including children, families,
persons with disabilities, and persons who are elderly. The federal
government matches state spending for Medicaid services according to a
formula based on each state’s per capita income in relation to the national
average per capita income. The rate at which states are reimbursed for
Medicaid service expenditures is known as the Federal Medical Assistance
Percentage (FMAP), which may range from 50 to no more than 83 percent.
The Recovery Act provides eligible states with an increased FMAP for 27
months from October 1, 2008, through December 31, 2010.> On

February 25, 2009, the Centers for Medicare & Medicaid Services (CMS)
made increased FMAP grant awards to states, and states may retroactively
claim reimbursement for expenditures that occurred prior to the effective
date of the Recovery Act.’ Generally, for federal fiscal year 2009 through
the first quarter of federal fiscal year 2011, the increased FMAP, which is
calculated on a quarterly basis, provides for (1) the maintenance of states’
prior year FMAPs; (2) a general across-the-board increase of 6.2
percentage points in states’ FMAPs; and (3) a further increase to the
FMAPs for those states that have a qualifying increase in unemployment
rates. The increased FMAP available under the Recovery Act is for state
expenditures for Medicaid services. However, the receipt of this increased
FMAP may reduce the funds that states would otherwise have to use for
their Medicaid programs, and states have reported using these available
funds for a variety of purposes.

From October 2007 to May 2009, the state’s Medicaid enrollment increased
from 6,597,846 to 6,777,781, an increase of almost 3 percent, with most of
the increase attributable to the children and families population group.”
There was a slight decrease in the nondisabled, nonelderly adults
population group. Enrollment generally varied during this period—a larger
increase occurred from August through September 2008, and there were
several months where enrollment decreased (see fig. 1).

’See Recovery Act, div. B, title V, § 5001.

6Although the effective date of the Recovery Act was February 17, 2009, states generally
may claim reimbursement for the increased FMAP for Medicaid service expenditures made
on or after October 1, 2008.

"State projected enrollment for May 2009.
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. ______________________________________________________________________________________________________________________|
Figure 1: Monthly Percentage Change in Medicaid Enroliment for California, October 2007 to May 2009

Percentage change Oct. 2007 enrollment: 6,597,846

4 May 2009 enroliment: 6,777,781

-4

Oct— Nov.— Dec.— Jan.- Feb.- Mar—~ Apr—~ May- Jun.- Jul- Aug.— Sep.— Oct— Nov.— Dec.~ Jan— Feb.-— Mar—- Apr.—
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2007 2008 2009

Source: GAO analysis of state reported data.

Note: The state provided projected Medicaid enroliment data for May 2009.

California received increased FMAP grant awards of $3.3 billion for the
first three quarters of federal fiscal year 2009. As of June 29, 2009,
California had drawn down almost $2.8 billion in increased FMAP grant
awards, which is about 83 percent of its FMAP awards to date. California
officials reported that they are planning on using funds made available as a
result of the increased FMAP to help offset the state budget deficit. In
using these funds, California officials reported that the Medicaid program
has incurred additional costs related to

+ the resources required to verify on a daily basis that the state is
meeting prompt payment requirements;

« systems development or adjustments to existing reporting systems;
and

» the personnel associated with ensuring compliance with reporting
requirements related to increased FMAP.
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California officials have ongoing concerns regarding meeting requirements
for increased FMAP.® Recently, the Governor indicated that the current
growth of the state’s Medicaid program is unsustainable in light of the
financial crises facing the state and requested that the administration work
with the state to secure program flexibilities. Specifically, in a May 18
letter to the President, the Governor said that his proposed program
changes, which were necessary if California was to manage the program
with available resources, were no longer permitted under federal
requirements related to the Recovery Act and asked the President to
support the state’s authority to determine eligibility, the scope of benefits,
and the adequacy of provider rates. When asked about the content of this
letter, CMS officials confirmed that the Recovery Act precludes waivers of
maintenance of eligibility requirements in the act.’

In addition, in a May 20, 2009, letter to the Governor, CMS clarified its
position regarding California’s compliance with the Recovery Act’s
requirements related to contributions to the nonfederal share made by
political subdivisions." In particular, California had asked CMS to clarify
whether this requirement would be violated if a county voluntarily used
county-only funds to make up for a decrease in the amount appropriated
by the state to the Medicaid program for payment of wages of personal

*In order to qualify for the increased FMAP, states generally may not apply eligibility
standards, methodologies, or procedures that are more restrictive than those in effect
under their state Medicaid programs on July 1, 2008. See Recovery Act, div. B, title V, §
5001(f)(1)(A). The state previously reversed a policy that had increased the frequency at
which it conducted eligibility redeterminations for children from annually to every 6
months.

’See Recovery Act, div. B, title V, § 5001(f)(4).

In some states, political subdivisions—such as cities and counties—may be required to
help finance the state’s share of Medicaid spending. Under the Recovery Act, a state that
has such financing arrangements is not eligible for certain elements of the increased FMAP
if it requires subdivisions to pay during a quarter of the recession adjustment period a
greater percentage of the nonfederal share than the percentage that would have otherwise
been required under the state plan on September 30, 2008. See Recovery Act, div. B., title V,
§ 5001(g)(2). The recession adjustment period is the period beginning October 1, 2008, and
ending December 31, 2010.
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care service providers.' In a letter to the state, CMS noted that the state
plan in effect on September 30, 2008, allowed the state Medicaid program
to consider a county election to pay a greater percentage of the nonfederal
share in determining whether to approve Medicaid provider wage rates
recommended by the county for personal care services. Because the
provisions of the state plan in effect on September 30, 2008, permit
counties to elect to pay a higher percentage of the nonfederal share for the
payment of wages, the increased payment by the county would not affect
the state’s eligibility for increased FMAP under the Recovery Act. A CMS
official confirmed that if counties elect to use county-only funds to pay the
difference in the provider rate, and the state certifies the rate by which the
county will pay for these services, the county payment can be claimed as a
Medicaid reimbursable expenditure, and can be claimed against the
increased FMAP. Conversely, if the state approves provider wage rates at
the lower rate—that is, with no county contribution above what the state
plan specifies—the state plan must provide that Medicaid providers are
limited to the approved rate as payment in full. Additionally, the state
needs to ensure that the lack of funding from local sources will not result
in lowering the amount, duration, scope or quality of care and services
available under the plan.

"According to CMS, the rate-setting methodology under the California state plan gives
counties a primary role in developing and recommending Medicaid personal care service
provider wage rates to the state agency that administers the Medicaid program. In February
2009, the state enacted a law that as of July 1, 2009, would change the amount that the state
contributed for wages and benefits for personal health care service workers from $12.10 to
$10.10 an hour. The California Medicaid plan in effect on September 30, 2008, provides for
counties to contribute 100 percent of the nonfederal share of personal care service
expenditures furnished through the county when those expenditures exceed funds
appropriated by the legislature for that purpose. California requested that CMS explain
whether the county’s payment of amounts above the amount appropriated by the state
would implicate section 5001(g)(2) of the Recovery Act.
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The Recovery Act provides funding to the states for restoration, repair,
and construction of highways and other activities allowed under the
Federal-Aid Highway Surface Transportation Program, and for other
eligible surface transportation projects. The act requires that 30 percent of
these funds be suballocated for projects in metropolitan and other areas of
the state. Highway funds are apportioned to the states through existing
Federal-Aid highway program mechanisms, and states must follow the
requirements of the existing program, including planning, environmental
review, contracting, and other requirements. However, the federal fund
share of highway infrastructure investment projects under the Recovery
Act is up to 100 percent, while the federal share under the existing

Requirements Federal-Aid Highway Program is usually 80 percent.
Funds Have Been As we previously reported, California was apportioned $2.570 billion in
Obligated for Highway March 2009 for highway infrastructure and other eligible projects. As of

Infrastructure in
California, and
Construction Is Under Way
on Two Projects

June 25, 2009, $1.558 billion had been obligated. The U.S. Department of
Transportation has interpreted “obligation of funds” to mean the federal
government’s contractual commitment to pay for the federal share of the
project. This commitment occurs at the time the federal government signs
a project agreement. As of June 25, 2009, $1.21 million had been
reimbursed by FHWA. The state requests reimbursement from FHWA as
the state makes payments to contractors working on approved projects.

Of the obligated funds, approximately 65 percent are slated to fund
pavement improvement and widening projects, 1 percent are slated to
fund bridge replacement and improvement projects, and 34 percent are
slated to fund other projects, including safety improvement projects and
transportation enhancement projects. (See table 1.) For state-level
projects, Caltrans has prioritized State Highway Operation and Protection
Program (SHOPP) projects to receive Recovery Act funds. Officials from
Caltrans told us that these projects were prioritized because they can be
started quickly. The state expects to expend most of its funds in fiscal
years 2010-11 and 2011-12. While some Recovery Act funds for highway
projects have been obligated for localities, much of the funding has yet to
be obligated.
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Table 1: Highway Obligations for California by Project Type as of June 25, 2009

Dollars in millions

Pavement projects Bridge projects

Pavement Pavement New
improvement  widening construction Replacement Improvement Other’ Total®

construction

$883 $136 $0 $12 $3 $526 $1,558

Percent of total

56.6 8.7 0.0 0.7 0.2 33.7 100.0

Source: GAO analysis of Federal Highway Administration data.

®Includes safety projects, such as improving safety at railroad grade crossings, and transportation
enhancement projects, such as pedestrian and bicycle facilities, engineering, and right-of-way
purchases.

*Total may not add because of rounding.

As of June 11, California had awarded 23 contracts for a total of

$134 million. Of these, two contracts totaling $71 million have begun
construction. The first contract—funded solely with Recovery Act funds—
is for a highway rehabilitation project on Interstate 80, located in Solano
County (between Sacramento and San Francisco). (See fig. 2.)
Construction on the project began in mid-May 2009 and is expected to be
substantially completed in October 2009. The second contract will build 3
miles of six-lane freeway on State Route 905 in San Diego County.

Figure 2: Road Rehabilitation on Interstate 80

Removal of debris after demolition of a deteriorated pavement slab. Placement and consolidation of rapid strength concrete in prepared roadbed.

Source: © 2009 California Department of Transportation.
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Caltrans officials indicated that the state’s current bidding environment is
very competitive and should remain so until the economy rebounds. As of
late May, Caltrans was receiving 8 to 10 bids per project, compared to 2 to
4 bids per project prior to the economic downturn. Additionally, Caltrans
officials stated that low bids for Recovery Act projects are, on average, 30
percent under engineer estimates, and nearly all contracts are being
awarded for less than obligated. For the Interstate 80 project, $27.7 million
was obligated initially, but following a competitive bid process, officials
revised the project cost to $19.6 million.” FHWA California Division Office
de-obligated about $8.2 million on June 1, 2009. According to Caltrans
officials, the state currently has projects lined up to be funded with de-
obligated funds from other projects. As of June 12, 11 projects totaling

$54 million have been approved to use these funds. Despite the difference
between the original amount obligated and the revised project cost
following the bid process, Caltrans officials stated that they do not plan to
change estimating practices because estimations for state-level highway
Recovery Act projects are already complete.

California Anticipates
Being Able to Meet
Requirements for
Obligation of Funds,
Economically Distressed
Areas, and Maintenance of
Effort

Funds appropriated for highway infrastructure spending must conform to
requirements of the Recovery Act. The states are required to do the
following:

Ensure that 50 percent of apportioned Recovery Act funds are
obligated within 120 days of apportionment (before June 30, 2009) and
that the remaining apportioned funds are obligated within 1 year.” The
Secretary of Transportation is to withdraw and redistribute to other
states any amount that is not obligated within these time frames.

e Give priority to projects that can be completed within 3 years and to
projects located in economically distressed areas (EDA). EDAs are
defined by the Public Works and Economic Development Act of 1965,
as amended.

The low bid for the project was approximately $13.4 million. The $19.6 million obligation
includes a construction allotment of $15.6 million that includes additional funds for
unexpected costs plus approximately $4 million for costs including traffic management,
safety enhancement, and other support costs.

The 50 percent rule applies only to funds apportioned to the state and not to the 30
percent of funds required by the Recovery Act to be suballocated, primarily based on
population, for metropolitan, regional, and local use.
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o Certify that the state will maintain the level of spending for the types of
transportation projects funded by the Recovery Act that it planned to
spend the day the Recovery Act was enacted (referred to as
maintenance of effort). As part of this certification, the Governor of
each state is required to identify the amount of funds the state planned
to expend from state sources as of February 17, 2009, for the period
beginning on that date and extending through September 30, 2010."

California has met the 120-day obligation requirement. As of June 25, 2009,
$1.189 billion (66 percent) of the $1.799 billion subject to the 50 percent
requirement for the 120-day redistribution had been obligated.” Caltrans
and FHWA California Division Office officials are confident that the state
will also meet the 1-year obligation requirement.

Caltrans officials stated that they do not anticipate difficulty in meeting
EDA requirements. Caltrans used unemployment data from January 2009
generated by the state’s Employment Development Department and
determined that 49 of the state’s 58 counties meet the EDA threshold of
having an unemployment rate of at least 1 percent more than the national
unemployment average.'® Caltrans officials told us that in selecting
projects for funding they first considered how quickly the project could be
started and its potential to create or retain jobs. Officials told us that they
then considered the extent of need within each EDA.

“States that are unable to maintain their planned levels of effort will be prohibited from
benefiting from the redistribution of obligation authority that will occur after August 1 for
fiscal year 2011. As part of the federal-aid highway program, FHWA assesses the ability of
the each state to have its apportioned funds obligated by the end of the federal fiscal year
(September 30) and adjusts the limitation on obligations for federal-aid highway and
highway safety construction programs by reducing for some states the available authority
to obligate funds and increasing the authority of other states.

0Of the $2.570 billion California received under the Recovery Act, the act allocates

$1.799 billion (70 percent) to state-level projects and another $771 million (30 percent) to
local projects. According to state sources, under a state law enacted in late March 2009,
62.5 percent of funds ($1.606 billion) will go to local governments for projects of their
selection. Of the remaining 37.5 percent ($964 million), $625 million will go to SHOPP
projects for highway rehabilitation and eligible maintenance and repair, $29 million will
fund transportation enhancement projects, and $310 million will be loaned to fund stalled
capacity expansion projects. The state law does not change federal obligation requirements
under the Recovery Act.

Caltrans officials stated that county-level unemployment data generated by the Bureau of
Labor Statistics were not sufficiently representative of the current unemployment situation
in California because they were based on data from December 2006 through November
2008.
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U.S. Department of
Education Recovery
Act Funding Will Aid
School Districts and
Universities

On March 5, California submitted its maintenance of effort certification. As
we reported in our April report, California was one of the several states
that qualified its certification, prompting the U.S. Department of
Transportation to review these certifications to determine if they were
consistent with the law. On April 20, 2009, the Secretary of Transportation
informed California that conditional and explanatory certifications were
not permitted, provided additional guidance, and gave the state the option
of amending its certification by May 22, 2009. The department also
indicated that California may need to amend the maintenance of effort
amount because of the method of calculation and advised the state to
resubmit the certification by May 22. The state resubmitted its certification
on May 22, without a qualification and with a revised maintenance of effort
calculation. According to U.S. Department of Transportation officials, the
department has reviewed California’s resubmitted certification letter and
has concluded that the form of the certification is consistent with the
additional guidance. The department is currently evaluating whether the
states’ method of calculating the amounts they planned to expend for the
covered programs is in compliance with DOT guidance. Caltrans officials
told us that they do not anticipate difficulty in meeting maintenance of
effort requirements.

As part of our review of Recovery Act funding supporting K-12 education
and institutions of higher education (IHE), we looked at three programs
administered by the U.S. Department of Education (Education),
specifically, the State Fiscal Stabilization Fund (SFSF); Title I, Part A, of
the Elementary and Secondary Education Act of 1965 (ESEA); and the
Individuals with Disabilities Education Act (IDEA), Part B & C. During the
course of our work, we met with officials at the California Department of
Education (CDE) and two school districts—Los Angeles Unified School
District (LA Unified) and San Bernardino City Unified School District (San
Bernardino Unified). We selected these districts in part because they are
among the largest 10 California districts in terms of their ESEA Title I
Recovery Act fund allocations, they represent communities of varying size
and population, and they have a high percentage of schools in
improvement status."” Additionally, we met with officials from the state’s

"ESEA Title I requires that local education agencies identify for school improvement any
elementary or secondary school that fails, for 2 consecutive years, to make adequate yearly
progress as defined in its state’s plan for academic standards, assessments, and
accountability.
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4-year IHESs, specifically, the University of California (UC) and the
California State University (CSU) systems.

California State Fiscal
Stabilization Funds Are
Being Used at the K-12 and
University Levels to Help
Avert Layoffs

The Recovery Act created the SFSF to be administered by Education. The
SFSF provides funds to states to help avoid reductions in education and
other essential public services. The initial award of SFSF funding requires
each state to submit an application to Education that provides several
assurances. These include assurances that the state will meet maintenance
of effort requirements (or it will be able to comply with waiver provisions)
and that it will implement strategies to meet certain educational
requirements, including increasing teacher effectiveness, addressing
inequities in the distribution of highly qualified teachers, and improving
the quality of state academic standards and assessments. Further, the state
applications must contain baseline data that demonstrate the state’s
current status in each of the assurances. States must allocate 81.8 percent
of their SFSF funds to support education (education stabilization funds)
and must use the remaining 18.2 percent for public safety and other
government services, which may include education (government services
funds). After maintaining state support for education at fiscal year 2006
levels, states must use education stabilization funds to restore state
funding to the greater of fiscal year 2008 or 2009 levels for state support to
school districts or public IHEs. When distributing these funds to school
districts, states must use their primary education funding formula but
maintain discretion in how funds are allocated to public IHEs. In general,
school districts maintain broad discretion in how they can use
stabilization funds, but states have some ability to direct IHEs in how to
use these funds.

As of June 18, 2009, California had received about $3.99 billion in SFSF
funds, of its total $5.96 billion allocation for SFSF. About $3.27 billion of
this amount for education stabilization and about $727 million is for
government services, which the Governor has proposed to be directed to
public safety, specifically, corrections. Based on the state’s current
application, the state will allocate about 75 percent of the education
stabilization funds to school districts and about 25 percent to IHEs. As of
June 18, 2009 California has made $2.5 billion available to school districts
and $323 million available to IHEs. As of June 18, districts had not
obligated funding, and IHEs had obligated $323 million. As part of a state’s
application for SFSF funds, it must include an assurance that the state will
maintain support for education from fiscal year 2009 through fiscal year
2011 at least at the level it did in fiscal year 2006. California’s application
made this assurance.
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The CDE had allocated a total of approximately $2.57 billion of its
education stabilization funds to support K-12 school districts. For the
school districts that we visited, LA Unified was allocated about

$359.4 million in education stabilization funds, and San Bernardino Unified
was allocated $22.3 million. On our visits to LA Unified and San
Bernardino Unified, officials told us that the K-12 education stabilization
funds will be used to preserve jobs and services rather than start new
programs. For example, LA Unified officials said they hope to reduce the
number of layoffs by about 4,600 with the education stabilization funds.
However, district officials recognize that if state budget conditions do not
improve, they may face even more severe issues after education
stabilization funds are used up. San Bernardino Unified officials told us
that they were also struggling with budget shortages and potential teacher
layoffs. However, San Bernardino Unified teachers and other staff have
agreed to sacrifice several days pay through voluntary furloughs to save 72
jobs. District officials said they hope that the education stabilization funds
along with retirements, normal staff attrition, and other cost saving efforts
will allow them to retain 94 more positions. However, they are concerned
that further budget cuts are forthcoming because of the continued
deterioration of the state’s fiscal condition.

The $537 million of education stabilization funds allocated to higher
education was divided equally between the UC and the CSU systems, with
$268.5 million allocated to each system.” UC and CSU officials told us that
the funds will be used during the current fiscal year to help pay salaries at
their universities. They said that at CSU, monthly payroll runs about

$290 million, so the education stabilization funds will pay for almost 1
month’s payroll. As of May 29, the CSU system had drawn down

$130 million for payroll for May. CSU officials expected to draw down the
remaining funds by June 30 for payroll. The CSU officials stated that using
the funds in this way allowed them to partially mitigate the impact of
anticipated cuts to their state general funds and help avert layoffs.
Because the proposed cuts came so late in the fiscal year, officials said
that if they had to make up for the reductions by tuition fee increases
alone, tuition would have been increased far more than the approved 10
percent increase for school year 2009-10. CSU officials noted that the lead
time needed to plan their enrollment, along with the state guarantee that a
certain percentage of qualified graduating high school seniors be accepted

BThese two systems comprise multiple university campuses—UC with 10 campuses and
CSU with 23.

Page CA-17 GAO-09-830SP Recovery Act



Appendix II: California

at CSU, restricted their ability to reduce enrollment levels for the
immediate future. UC officials said that they would use all of their

$268.5 million to help pay salaries at their universities and would help
avert layoffs. In addition a senior budget official said that if this funding
were not provided and fee increases were used to cover the shortfall, an
additional 15 percent increase in mandatory systemwide fees would have
been required on top of the approved 9.3 percent increase. This would
have led to a 24.3 percent increase in one year.

California’s initial allocation to higher education did not include any funds
for the community college system because its budget had not been as
severely cut as those for 4-year institutions. However, the worsening state
economic conditions have caused the Governor to propose increased
budget cuts to the community college system. As a result, the state may
revise the higher education funds allocation to include the community
college system if the proposed budget cuts are enacted.

School Districts We Visited
Have Preliminary Plans for
ESEA Title I, Part A, Funds

The Recovery Act provides $10 billion to help local education agencies
(LEA) educate disadvantaged youth by making additional funds available
beyond those regularly allocated through Title I, Part A, of ESEA of 1965.
The Recovery Act requires these additional funds to be distributed through
states to LEAs using existing federal funding formulas, which target funds
based on such factors as high concentrations of students from families
living in poverty. In using the funds, LEAs are required to comply with
current statutory and regulatory requirements, and must obligate 85
percent of their fiscal year 2009 funds (including Recovery Act funds) by
September 30, 2010." Education is advising LEASs to use the funds in ways
that will build their long-term capacity to serve disadvantaged youth, such
as through providing professional development to teachers. Education
made the first half of states’ ESEA Title I, Part A, funding available on
April 1, 2009, with California receiving $562 million of its approximately
$1.1 billion total allocation. As of June 12, 2009, CDE had drawn down
about $450 million.” For the two school districts that we visited, LA

¥School districts must obligate at least 85 percent of their Recovery Act ESEA Title I, Part
A, funds by September 30, 2010, unless granted a waiver, and all of their funds by
September 30, 2011. This will be referred to as a carryover limitation.

®As discussed later in the report, CDE has been cited in the Single Audit report and by
Education’s Office of Inspector General for weaknesses in its cash management system—
including for ESEA Title L.
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Unified was allocated $312 million and San Bernardino Unified was
allocated $15.8 million. At the time of our review, an LA Unified official
reported the district had received $140.6 million and an official from San
Bernardino Unified said the district had received $7.1 million.

LA Unified and San Bernardino Unified officials told us they have
preliminary plans for the Title I funding their schools will receive. LA
Unified officials said they are planning to encourage schools to, for
example, pursue efforts to reduce class size by rescinding teacher lay off
notices, add coaches for teachers, and acquire special programs based on
individual school needs. A San Bernardino Unified official said the district
plans to use their funds to help finance implementation of
recommendations in recent capacity study and a district improvement
plan required by the CDE. These recommendations include support for
learning centers at schools, more coaching for teachers, and monitoring
individual students on a weekly basis.

CDE and school districts we visited plan to seek waivers from Education
on the use of ESEA Title I funds.” CDE officials said they will probably
request a waiver to allow school districts to carry funds over to the next
fiscal year. LA Unified officials said they plan to ask for waivers to
increase their flexibility in the use of Recovery Act funds. According to
these officials, a carryover waiver would help the district meet spending
requirements. San Bernardino Unified officials said they plan to seek a
waiver for the transportation for public school choice requirement and for
the maintenance of effort requirement if future budget decreases make it
necessary.

Both CDE and district officials continue to voice concerns about the lack
of specific guidance, particularly regarding reporting on their use of ESEA

*'Education will consider waiving the following requirements with respect to Recovery Act
Title I funds: (1) a school in improvement’s responsibility to spend 10 percent of its ESEA
Title I funds on professional development; (2) a school district in improvement’s
responsibility to spend 10 percent of its ESEA Title I, Part A, Subpart 2, allocation on
professional development; (3) a school district’s obligation to spend an amount equal to at
least 20 percent of its ESEA Title I, Part A, Subpart 2, allocation on transportation for
public school choice and on supplemental education services such as tutoring; (4) a school
district’s responsibility to calculate the per-pupil amount for supplemental education
services based on the district’s fiscal year 2009 ESEA Title I, Part A, Subpart 2, allocation;
(5) the prohibition on a state education agency'’s ability to grant to its districts waivers of
the carryover limitation of 15 percent more than once every 3 years; and (6) the ESEA Title
I, Part A, maintenance of effort requirements.
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Title I funds. CDE officials said that the only guidance they were providing
to districts was what had been issued by Education. They said they do not
want to issue their own guidance on acceptable uses of funds and then
find out that these uses do not meet Education’s guidance. Officials in
both districts said that they were apprehensive about interpreting what
they characterized as the general guidance they had received, and then
finding out at a later date that CDE or Education had interpreted it
differently.

School Districts We Visited
Plan to Use IDEA Part B
Funding to Help Increase
Capacity, but California
Does Not Plan to Apply for
Part C Funding

The Recovery Act provided supplemental funding for programs authorized
by Parts B and C of IDEA, the major federal statute that supports special
education and related services for infants, toddlers, children, and youth
with disabilities. Part B includes programs that ensure that preschool and
school-aged children with disabilities have access to a free and
appropriate public education, and Part C programs provide early
intervention and related services for infants and toddlers with disabilities
or at risk of developing a disability and their families. IDEA funds are
authorized to states through three grants—Part B preschool-age, Part B
school-age, and Part C grants for infants and families. States were not
required to submit applications to Education in order to receive the initial
Recovery Act funding for IDEA, Part B & C (50 percent of the total IDEA
funding provided in the Recovery Act). States will receive the remaining 50
percent by September 30, 2009, after submitting information to Education
addressing how they will meet Recovery Act accountability and reporting
requirements. All IDEA Recovery Act funds must be used in accordance
with IDEA statutory and regulatory requirements.

Education allocated the first half of states’ IDEA allocations on April 1,
2009, with California receiving a total of $661 million for all IDEA
programs. The largest share of IDEA funding is for the Part B school-aged
program for children and youth. The state’s initial allocation was

e $21 million for Part B preschool grants,

e $613 million for Part B grants to states for school-aged children and
youth, and

e $27 million for Part C grants to states for infants and families for early
intervention services.

CDE has allocated funds through Local Assistance and Preschool grants to
125 special education local planning areas based on a federal three-part
formula that considers 1999 special education enrollment, population (K-
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12 enrollment public and private), and poverty (free and reduced meal
counts K-12). Table 2 highlights how these funds were allocated at the
districts we visited. District officials told us at the time of our visits, in May
2009, that CDE had issued IDEA grant award letters but had not
transferred any funds to the two districts we visited.

|
Table 2: IDEA Fund Allocations for the Two School Districts We Visited

Dollars in millions

San Bernardino

School district allocations LA Unified Unified
Part B — Preschool Local Entitlement $12.66 $0.31
Part B — Special Education Preschool Grant 4.94 0.39
Part B — Local Assistance 133.98 11.34
Total $151.58 $12.04

Source: CDE Recovery Act Web site.

Officials in both districts said they plan to use funds to hire coaches or
other specialists who will help teachers and assistants increase their skills
in meeting the special needs of children with disabilities. District officials
said these uses are consistent with the goal of not creating an
unsustainable program, because the coaches or specialists will be
temporary positions that will expire when Recovery Act funds are spent.
However, the skills learned will continue paying dividends for a long time
after the funding has ceased.

The Department of Developmental Services administers IDEA Part C in
California and is not requesting any IDEA Part C incentive funds to expand
the state’s Part C program, which currently serves children up to age 3, to
serve children up to age five. According to the state’s Part C Coordinator,
the cost to expand the current statewide program to include children up to
age five has been estimated at around $300 million. Yet, the Coordinator
said that only about $14 million in Recovery Act funds are potentially
available to the state to fund such an expansion. Nevertheless, the
Coordinator has asked Education if it is possible to fund the expansion on
a pilot basis only in region-specific programs; if this is allowed, the state
may need to reconsider its decision not to seek Part C funds.
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The Recovery Act appropriated $5 billion for the Weatherization
Assistance Program, administered by the U.S. Department of Energy
(DOE) through each of the states and the District of Columbia.” This
funding is a significant addition to the annual appropriations for the
weatherization program that have been about $225 million per year in
recent years. The program is designed to reduce the utility bills of low-
income households by making long-term energy efficiency improvements
to homes by, for example, installing insulation, sealing leaks around doors
and windows, or modernizing heating and air conditioning equipment.
During the past 32 years, the Weatherization Assistance Program has
assisted more than 6.2 million low-income families. According to DOE, by
reducing the utility bills of low-income households instead of offering aid,
the Weatherization Assistance Program reduces their dependency by
allowing these funds to be spent on more pressing family needs.

DOE allocates weatherization funds among the states and the District of
Columbia, using a formula based on low-income households, climate
conditions, and residential energy expenditures by low-income
households. DOE required each state to submit an application as a basis
for providing the first 10 percent of Recovery Act allocation. DOE will
provide the next 40 percent of funds to a state once the department has
approved its state plan, which outlines, among other things, its strategy for
using the weatherization funds, metrics for measuring performance, and
risk mitigation strategies. DOE plans to release the final 50 percent of the
funding to each state based on the department’s progress reviews
examining each state’s performance in spending its first 50 percent of the
funds and the state’s compliance with the Recovery Act’s reporting and
other requirements.

DOE has allocated about $186 million in total Recovery Act funds for
California for the Weatherization Assistance Program for a 3-year period.
California sent its application to DOE on March 31, 2009, and on April 1,
2009, DOE provided an initial 10 percent allocation, or about $18.6 million,
in Weatherization Assistance Program funds to California, which the state
will use to “ramp up” the program, including training and equipment

®DOE also allocates funds to Indian tribes and U.S. territories (American Samoa, Guam,
the Northern Mariana Islands, Puerto Rico, and the Virgin Islands).
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purchases.” According to DOE, the initial funding could not provide for
actual physical weatherization. However, on June 9, 2009, DOE issued
revised guidance lifting this limitation to allow states to provide funds for
production activities to local agencies that previously provided services
and are included in the state Recovery Act plans. California’s Department
of Community Services and Development (CSD), the responsible state
agency, developed a plan for the use of the Weatherization Assistance
Program funds that was submitted to DOE on the May 12 deadline.
California officials received the Recovery Act guidance to use in
developing their plan and expected a quick review of their application. On
June 18, the state announced that its weatherization plan was approved,
and DOE provided an additional $74.3 million.

The California state plan and application for Recovery Act funds estimated
that 50,080 units will be weatherized and 250 units will be re-weatherized
under the program, for a total of 50,330 units. The state plan and
application also projected the creation of 1,017 administration and field
jobs for the Recovery Act program. California’s state plan shows that of
the approximately $186 million, $18.6 million will be used for program
administration and $32.5 million will be used for training and technical
assistance.

CSD plans to use its existing network of Weatherization Assistance
Program subgrantees to provide services under the Recovery Act. The
2009 funding for DOE weatherization in California is about $14.1 million,
so Recovery Act funds represent over a 13-fold increase. According to
testimony provided by the Director of CSD before a state legislative
committee on May 13, 2009, CSD and its subgrantees have the capacity to
administer the funds provided by the Recovery Act. CSD elected to
administer all Weatherization Assistance Programs through the existing
network that it uses for its Low-Income Home Energy Assistance Program.
This subgrantee network comprises community action agencies or public
or private nonprofit agencies that have many years of experience
providing public assistance programs to the low-income clientele in their
respective communities. According to the Director of CSD, the
subgrantees are already geared up to handle the larger Low-Income Home

®The California Department of Finance approved the use of these initial funds for program
administration, and the California Joint Legislative Budget Committee approved $10 million
in expenditures for the current fiscal year. The $10 million includes $1.5 million to support
state activities and $8.5 million for local support. The remaining $8.6 million will be
expended in California’s fiscal year 2009-10.
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California Is Planning
to Use WIA Youth
Recovery Act Funds
to Provide Summer
Youth Employment
Activities

Energy Assistance Program, based on their prior experience managing the
program, and should be able to handle the Weatherization Assistance
Program as well. Additionally, CSD officials reported that they are not
concerned about identifying eligible recipients since they can currently
only serve about 1 in 10 eligible applicants. CSD officials told us that there
is an extensive waiting list of eligible applicants.

The Recovery Act provides an additional $1.2 billion in funds nationwide
for the Workforce Investment Act (WIA) Youth program to facilitate the
employment and training of youth. The WIA Youth program is designed to
provide low-income in-school and out-of-school youth ages 14 to 21, who
have additional barriers to success, with services that lead to educational
achievement and successful employment, among other goals. The
Recovery Act extended eligibility through age 24 for youth receiving
services funded by the act. In addition, the Recovery Act provided that of
the WIA Youth performance measures, only the work readiness measure is
required to assess the effectiveness of summer only employment for youth
served with Recovery Act funds. Within the parameters set forth in federal
agency guidance, local areas may determine the methodology for
measuring work readiness gains. The program is administered by the U.S.
Department of Labor, and funds are distributed to states based upon a
statutory formula; states, in turn, distribute at least 85 percent of the funds
to local areas, reserving up to 15 percent for statewide activities. The local
areas, through their local workforce investment boards, have flexibility to
decide how they will use these funds to provide required services. In the
conference report accompanying the bill that became the Recovery Act,*
the conferees stated that they were particularly interested in states using
these funds to create summer employment opportunities for youth.
Summer employment may include any set of allowable WIA Youth
activities—such as tutoring and study skills training, occupational skills
training, and supportive services—as long as it also includes a work
experience component. Work experience may be provided at public
sector, private sector, or nonprofit work sites. The work sites must meet
safety guidelines and federal/state wage laws.”

*H.R. Rep. No. 111-16, at 448 (2009).
®Current federal wage law specifies a minimum wage of $6.55 per hour until July 24, 2009,

when it becomes $7.25 per hour. Where federal and state law have different minimum wage
rates, the higher standard applies.
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California received about $187 million in Recovery Act funds for its WIA
Youth program. On April 7, the state announced that it was distributing the
remaining funds—about $159 million after reserving 15 percent for
statewide activities—to local areas not later than 30 days after being
available, as required. As of June 30, about 4 percent of California’s
Recovery Act WIA Youth funds had been spent, and about 89 percent
obligated. We visited two local areas, Los Angeles and San Francisco, the
former with a long-established summer program funded from local
sources and the latter now establishing a program with Recovery Act
funds (see table 3).

______________________________________________________________________________________________________________________|
Table 3: Description of WIA Youth Programs GAO Reviewed

City and County

City of Los Angeles of San Francisco

Recovery Act WIA funding allocation $20.3 million $2.3 million
Planned allocation for WIA Youth summer $13.1 million $1.0 million
programs

Number of expected WIA summer program 6,550 450
participants

Anticipated length of WIA Youth summer 6-8 weeks — 3 phases from May through 6-8 weeks
program September

Plan to hire additional staff to administer No Yes

program

Sources: California Employment Development Department, Los Angeles Community Development Department, and San Francisco
Office of Economic and Workforce Development.

Note: Recovery Act WIA funding figures are from the California Employment Development
Department. All other figures are from the Los Angeles Community Development Department and
San Francisco Office of Economic and Workforce Development.

While the WIA Youth program requires a summer employment component
to be included in its year round program, Labor has issued guidance
indicating that local areas have the program design flexibility to
implement stand alone summer youth employment activities with
Recovery Act funds. Local areas may design summer employment
opportunities to include any set of allowable WIA Youth activities—such
as tutoring and study skills training, occupational skills training, and
supportive services—as long as it also includes a work experience
component. Accordingly, California Employment Development
Department (EDD) officials told us that local areas are free to determine
how much of these funds to spend on summer programs and how many
participants to target. EDD officials remarked that based on their
understanding of the congressional intent of the Recovery Act and
Department of Labor guidance, their goal is for the local areas to spend

Page CA-25 GAO-09-830SP Recovery Act



Appendix II: California

the majority of funds during the summer of 2009. They added that the 15
percent that can be retained for statewide activities is unlikely to be used
for summer programs, although the state is still determining where to
focus it. The California Workforce Association, a nonprofit membership
organization that represents all the state’s local workforce investment
boards, estimates that over 47,000 youth will participate in Recovery Act-
funded summer employment activities across the state in 2009.

State and local officials we contacted do not anticipate challenges
identifying enough summer program participants. State officials also told
us that the local areas’ existing WIA partnerships with community-based
youth service organizations providing year-round activities will mitigate
the challenges of running a stand-alone summer program for the first time
in a decade. State officials said that local boards could meet their
requirement to include a summer youth employment component in the
WIA program by extending the regular youth program a few weeks into
the summer rather than have a stand-alone youth component.* Although
officials expect a majority of the summer jobs to be in the public sector, a
state official added that in light of the economy, they are concerned about
locating enough employment opportunities because many local
government agencies have currently implemented hiring freezes and may,
therefore, need to take additional steps to secure the authority to add
temporary positions. Los Angeles officials told us that they do not
anticipate problems locating employment opportunities because they have
historically had a surplus of work sites, nor do they believe that they need
to advertise opportunities because of existing high demand for them.

Unlike San Francisco, which is developing a new summer youth
employment program, Los Angeles already has a large program that is
funded through various local sources, including the city’s general fund.
Los Angeles officials told us that the overall youth program currently
serves 12,347 year-round participants. Therefore, the infrastructure,
processes, and contracts with summer youth service providers are already
in place. San Francisco officials told us that the city and its service

26According to EDD officials, the Job Training Partnership Act, which WIA replaced about
10 years ago, funded a stand alone summer youth program. They explained that some local
areas have continued to run self-funded summer programs, however, local areas have not
typically placed an emphasis on these activities nor operated summer programs in isolation
from other youth services.
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California Has
Received JAG
Program Funds and Is
Finalizing Plans for
the Funds

providers are in the process of developing work sites—about one-third are
already in place, according to officials.”

The Edward Byrne Memorial Justice Assistance Grant (JAG) Program
within the Department of Justice’s Bureau of Justice Assistance (BJA)
provides federal grants to state and local governments for law
enforcement and other criminal justice activities, such as crime prevention
and domestic violence programs, corrections, treatment, justice
information sharing initiatives, and victims’ services. Under the Recovery
Act, an additional $2 billion in grants are available to state and local
governments for such activities, using the rules and structure of the
existing JAG program. The level of funding is formula based and is
determined by a combination of crime and population statistics. Using this
formula, 60 percent of a state’s JAG allocation is awarded by BJA directly
to the state, which must in turn allocate a formula-based share of those
funds to local governments within the state. The remaining 40 percent of
funds is awarded directly by BJA to local governments within the state.*
The total JAG allocation for California state and local governments under
the Recovery Act is about $225.4 million, a significant increase from the
previous fiscal year 2008 allocation of about $17.1 million.

As of June 15, 2009, California has received its full state award of about
$135 million. An additional $89 million will be made available directly to
local governments from BJA through the local solicitation for a total of
about $225 million. The amount of JAG money awarded to California has
been sharply reduced in the last few years. Officials with the California
Emergency Management Agency (CalEMA), the state’s administering
agency, said that they believe the Recovery Act funds will help restore lost
opportunities and provide jobs in law enforcement.

CalEMA officials said that they will be providing over 90 percent of the
$135.6 million to local law enforcement agencies. (They are required to
provide at least 67.34 percent to local governments under Department of

'San Francisco’s existing network of youth program employers includes 250 nonprofit,
community-based organizations and 27 city departments. Local officials estimate that about
one-fifth of San Francisco’s 2009 summer opportunities will be with private sector
employers.

®We did not review these funds awarded directly to local governments in this report
because the Bureau of Justice Assistance’s solicitation for local governments closed on
June 17.
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Justice guidelines.) According to California’s application to the
Department of Justice,

e $122 million is to be allocated to local units of government and the
state Bureau of Narcotics Enforcement to implement multi-
jurisdictional task forces,

e $11.4 million is to be allocated to local units of government and state
law enforcement agencies to implement innovative new programs or
enhance exiting programs to address emerging drug and crime trends
(several programs are under consideration), and

e $2 million is to be allocated to CalEMA as the state’s administrative
agency to pay for personnel, benefits, and overhead to ad