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Preface: Introduction and Context

PREFACE;:
*%%»; . %gg

Passage of Act
235in 1988
and Act 230 in
1990 changed
the way that
special
education is
managed and
funded in
Vermont.

INTRODUCTION AND CONTEXT =

u¥ ¥ S . o
=> Crisis in Special Education Prompts Reform o :
=> Results Positive for Schools and Children

Amid calls for property tax and education finance reform, questions are being
raised about the money spent on education as well as the issues of education
equity and outcomes. Special education is drawing particular attention within
this discussion because, in many school districts, its costs have increased at
a greater rate than that of general education. The purpose of this report is to
address questions about special education costs and the effects of recent
policy changes implemented through Act 230 and special education reform
efforts. To understand the issues involved, however, it is important first to
review the context within which the changes were made and what we already
know about special education spending in Vermont.

RISING COSTS PROMPTS REFORM

Throughout the early 1980's the needs of Vermont's student population were
growing more diverse and in many districts special education was the only
option available to provide support to students in need. Backed by a federal
mandate and burdened with detailed rules and paperwork, special education
was expanding at a rapid rate and local costs were skyrocketing; yet the total
costs of special education were not known because local costs were not
reported. State funding was seen by schools as unpredictable, inequitable,
inflexible, and unresponsive to need. The funding system restricted schools’
attempts to design alternative programs to meet student needs and seemed to
reward the placement of students in categorical, restrictive and expensive
placements.

STATE ADOPTS THREE PART REFORM STRATEGY

Two commissions were appointed and their work resulted in the passage of
Act 235 in 1988 and Act 230 in 1990. Additionally, a task force was formed
to look for ways to reduce the burden of regulation and paperwork in special
education. Their reports were the basis for significant regulation changes.
The changes enacted are summarized below.
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intensive reimbursement.

Vermont’s Funding Formula

Vermont’s funding formula has three integrated parts: the block grant, extraordinary retmbursement and

BLOCK GRANT: The block grant is the only predictable portion of the formula and it goes to every town school
district. It is distributed based on a formula which includes ADM (average daily membership) and the state
average salaries of special education teachers.

EXTRAORDINARY REIMBURSEMENT: This part of the formula provides town school districts with
reimbursement for high cost programs for individual students. Districts pay a “deductible” of three tunes the
foundation student level (812,660 in FY-96) and the state pays 90% of any amount over that.

INTENSIVE REIMBURSEMENT: This portion of the formula provides reimbursement to every town district
for special education expenditures not covered by federal funds and the other parts of the formula. Each
town’s reimbursement rate is determined by the town’s wealth as identified in the state aid formula and the
amount of money left in the formula after the Block Grant and Extraordinary Reimbursement have been paid.

1. Revised Formula Is Flexible and More Equitable

Enacted in 1988 and refined several times since then, the special.
education funding formula now:

O oood O

(]

assures that special education funds follow the student and are paid to
the school district responsible for the student’s education;

allows schools to design programs to meet the needs of their students;
creates a state/local partnership for all special education expenditures;
promises a 50/50 sharing of costs; |

provides the same level of support rega:dless of where the student is
placed;

bases the block grant portion of the formula on Average Daily
Membership (the number of students attending a school) rather than a
count of students receiving special education;

allows special education funds to support "core staff" who provide
services to students not eligible for special education. This ensures that
schools do not lose funds by following the state's direction of meeting
students’ needs outside of the special education system when
appropriate.

2. Increased School Capacity Better Meets All Students’ Needs

Act 230 presented radical program change as well. The intent was that
by intervening earlier, fewer children would be referred for costly special
education evaluations. These resources could instead be used to provide
services to students. Rather than develop more categorical programs to
meet students’ needs, Act 230 aimed at building the capacity of schools
to better serve all students by:
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The reauthor-
ization of Act
230 this spring
reaffirmed the
direction set by
the Act and
maintained the
goal of de-
veloping a
more cost
effective

system.

Extraordinary
reimbursement
assists districts
in providing
high cost
services to
students.

O encouraging early identification of students at risk of school failure,

QO requiring an Instructional Support System and Team in every school.
Schools no longer need to identify students as eligible for special
education in order to provide them with additional support,

QO setting aside 1% of the state special education formula for staff
development for regular and special educators.

In addition, the State has also:

Q developed the BEST (Building Effective Supports for Teaching)
initiative to help schools be more effective with students with
challenging behaviors.

This past spring the legislature passed Act 157. This Act reaffirmed the
direction set in Act 230 and maintained the goal of developing a more cost
effective system by building the capacity of Vermont’s schools to meet the
needs of all students and of developing a support system that provides a wide
range of services and accommodations.

3.

Special Education Rules and Paperwork Streamlined
Additional reforms included:

QO tightening State Board rules on eligibility for special education,
O changes in State Board rules to increase parental participation,

O streamlining requirements to near federal minimums,
a

applying technology to reduce paperwork.

REFORM RESULTS ENCOURAGING

New Funding System Has Many Desired Effects: The new funding
system resulted in several changes:

@ It made it possible to identify all special education costs.

O The state share of funding special education rose from below 40% to

nearly 50% in 1993 although it has dropped in the last three years to
an estimated 37.2% for FY-97.

The Extraordinary Reimbursement portion of the new funding system

has protected schools from catastrophic costs for individual students.

Special education administrators report the flexibility of the new
funding system has allowed schools to reorganize the way services are
provided by integrating them into the classroom program and to
design programs to meet local needs.
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More Students Benefit: Although special education child count has
decreased, more students are receiving instructional help outside the
special education system. For the most part, this occurs when special

education staff, who used to take the one or two students

Estimated Number of
Students Served

11,000 Special Ed.
+22,000AdditionalStudents

eligible for special education out of the classroom for
tutoring, now go into the classroom to provide instruction
to a small group that includes those same one or two
students but, in addition, includes other students not
eligible for special education.

33,000 Students Served
- OR
32% of School Population

In some schools the special education staff and other
support staff are team teaching with the regular classroom
teachers in an effort to get more individualized instruction
to those who need it. By providing instructional support
to an estimated 22,000 to 27,000 additional students
beyond the 11,800 eligible for special education with the

same resources, Vermont has developed a more cost effective system
of support and effectively reduced its per pupil cost for providing
special education and support services from $3,650 to $2,254 per
student.

Positive Results For Students Reported: Interviews with parents and
teachers and grades from students’ report cards supported the
following:

 82% of students who came off Individual Education Plans

services were being
successful in school.

Q

The Act 230 -
Evaluation Study

found that most o
students receiving

special education

or other support Qa

(IEPs) continued to do as well as, or better than, they had when
receiving special education services;

those on IEPs received grades that were comparable to their
peers;

98% of teachers interviewed felt that students who had exited
from special education over one year were still appropriately
placed in their classrooms;

65% of those referred to the Instructional Support Team (IST)
were considered successful in their class after interventions by
the Instructional Support Team;

the most commonly cited reasons for the unsuccessful referrals
to IST's (35%) were insufficient resources and training to
provide for students with challenging behaviors ‘and out of
school problems. (The purpose of the BEST initiative is to address
this issue.)

iv
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Concerns Remain

Q

Q

Implementation of Act 230 is still uneven around the state, especially in
high schools.

Staff in many of the schools visited reported feeling stretched and unable
to meet the needs of all students.

Cutbacks in services provided by other agencies are shifting needs and
costs to education.

Decreases in special education child count created pressures to cut staff.

The growing numbers of students with challenging behaviors and need
for intensive services are placing increasing demands on classrooms,
teachers and schools.

Shrinking resources in the face of increasing need has reduced the ability
of some districts to provide support outside of special education. If only
special education services are available, more students will be referred,
evaluated ($1,200 per evaluation) and labeled.

Q Tight local budgets and reduced state funding for many school districts

have increased focus on special education in local budgets, town
meetings, etc. This has resulted in public discussion about individual
students’ programs and can pit the needs of one group of students
against the needs of others.

There continue to be reports of students who are not receiving the
services to which they are entitled.

10



December 6, 1996 Chapter I: Vermont and The Nation

CHAPTER I!" ‘VERMONT AND THE NATION '
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SPECIAL EDUCATION COSTS IN VERMONT

The number of children eligible for special education reached a high of 13,243 in 1989. Since then
child count declined four years in a row to a low of 10,804 in 1993. The past two years have again
seen increases in the number of students identified as eligible for special education with a count of
11,805 for 1995 (See Graph I). The increases have been primarily in the numbers of students
identified with Attention Deficit Disorder (ADD), Autism and Emotional Behavioral Disabilities
(EBD). These students often require an intensive level of services.

GRAPH 1
VERMONT SPECIAL EDUCATION CHILD COUNT DATA
FROM 1982 TO 1995
- I A 1 i J l
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Study Identifies Cost Factors

Special education expenditures have been growing at a faster rate than
general education. In January, 1995, a report titled “Vermont’s Act 230 and
Special Education Funding and Cost Study” was released. The report
identified several factors that contributed to a steeper than anticipated

Salaries and . ; ) ; . ) .

benefits are increase in special education costs. The factors identified include:

about 68% of O The numbers of students that require individual support and intensive
total education services has continued to increase steadily.

costs, but equal Q Salaries are about 68% of total education costs, but are about 85% of
about 85% of

special education costs. So as Vermont teachers’ salaries went from
47th to 19th in the nation, it had a greater impact on special education
costs than it did on education as a whole.

special educa-
tion costs. As

;e:ril-ler and Q Years of tight budgets and increased needs of students have stretched
professional the capacity of many classrooms to th.e limit. When .add.it?onal
salaries st.udent needs arose, resources and services (especially individual
increased, it aides) had to be added.

had a greater

impact on Vermont’s Philosophy Has Deep Roots

special
education costs
than it did on
education as a
whole.

Vermont has consistently moved in the direction of providing services to
students with disabilities in their home schools when appropriate and with
their peers. Through its special education funding formula and its
emphasis on staff development, Vermont has reinforced this approach to
serving these students. Some factors that have had an impact on the
development of special education philosophy in Vermont include its small
rural schools, a tradition of local control, strong advocacy, key leadership
at the state and local levels and the role played by higher education.

Vermont has consistently
moved in the direction of
providing services to students
with disabilities in their home
schools and with their age
appropriate peers.

12
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VERMONT AND THE NATION

Under Act 230,
the number of
students re-
ceiving support
services has in-
creased although
the number of
children labeled
specifically as
special education
students has de-
clined. This
policy has
allowed Vermont
to avoid the
record growth
experienced
throughout the
nation.

States ranged in
spending from
$304 to $1264
per student
with a mean of
$702.
Vermont’s.cost
was $772 per
student.

Questions regarding how Vermont compares to the rest of the nation arise
frequently. These turn out to be difficult questions to answer. Each state’s
rules for eligibility for special education vary significantly. State funding
formulas, organization, data collection, even the agency responsible for
provision of certain services, can differ as well. It is very hard to find
similar states with data to use as a comparison. That being said, here are
some things we do know:

1. Vermont Regulations Are Close to Federal Minimum

Vermont’s laws, rules and entitlement regarding special educatlon are
very close to the federal minimum. Some examples of where Vermont
still goes beyond the federal rules include:

Q providing parents opportunities for greater participation; for
example, parents are included in all aspects of the evaluation and
IEP planning process, and

O a residential review process by the Department of Education that
attempts to exercise cost control by reviewing residential placements
before they are made.

2. Vermont Below National Average In Special Education Child
Count
The rest of the nation has seen record growth in the numbers of students
served within special education while Vermont’s numbers decreased.
Vermont had 8.75% of its students enrolled in grades K-12 receiving
special education during the 1993-94 school year. The rest of the states
ranged from a low of 7.18% in Hawaii to 14.95% in Massachusetts with
a natlonal average of 10.31%.

3. Vermont Spends Close to Mean For Reporting States

It is important to note that states provide funding in many different ways,
collect data on costs in different ways and have varying organizational
structures and agencies delivering services. Data published by the Center
for Special Education Finance compared FY-94 cost data reported by
selected states. States ranged in spending on special education from $304
to $1,264 per student enrolled in school K-12; with a mean of $702.
Vermont’s cost was $772 per student (See Graph II next page).

13
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GRAPH II

SPECIAL ED COST PER ADM FOR 10 REPORTING STATES

National Median

i §

Connecticut
Massachusetts
Rhode Island
Maryland
Vermont
Florida

Maine

Virginia

South Dakota
North Carolina

4. Student Placement Is Not Linked To Cost
Prior to the passage of Act 230, Vermont had 73% of its students with

disabilities placed in the regular classroom. Currently, Vermont has 83%
From the data of students with disabilities whose primary placement is the regular
available in classroom. Vermont reports many fewer students with disabilities in
Vermont and special classes or day schools than other states. Vermont does, however,
some data at the have over 1,600 students placed outside of the regular classroom and has
national level it a higher percentage of students in residential placements than many
does not appear states.
that placement . . .
p From the data available in Vermont and some data at the national level
patterns are .
it does not appear that placement patterns are strongly related to cost (See
strongly related . .
to cost Appendix D1). However, school districts or states who serve most of
' their students in resource rooms or special classes do not reap the benefit

of having many of their non-special education students profit from
special education resources. '

14
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DRAMATIC RANGE EXISTS IN EDUCATION SPENDING

AMONG SCHOOL DISTRICTS One of the most notable things about education in Vermont is the

DRAMATIC RANGES EXIST dramatic range in spending that exists among school districts. For

$8,693 reguares @ example, the cost to educate a student in Vermont schools for FY-95

$1,134 spec.ea ranged from $3,388 to $8,693 per student (Appendix A). A similar

range exists in special education. Special education expenditures in

FY-95 ranged from $389 to $1,134 per student (average daily

membership ADM) with a median of $828 per student (Appendix B1).

Such disparity raises questions about the causes of these differences,

the effect they have on the education opportunities available to students
in different towns and their effect on student achievement.

$3,388 Regular Ed
$389 Spec. Ed

3

FACTORS ASSOCIATED WITH HIGH COSTS EXAMINED

There is no one factor that appears to be responsible for how much a particular
school district spends on special education. Rather, it appears that there are a
number of variables, such as wealth, regular education spending, student need,
etc., present in each school district that interact in different ways to affect
costs. High spending districts tend to be high in two or three of these variables.

The factor with
the highest
correlation to
special education
spending, a near
one to one
correspondence,
was regular
education
spending.

ERIC 15
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1. High Spenders in Regular

General EBd.

Special Ed.

Education Are High Spenders in

Of Vermonts 60 Special Education - The factor with
Supervisory unmons, General Ed . i i
the 10 highest . the hlghest correlation to special
spenders in regular education spending, a near one to
education were also $ one correspondence, was regular
among the highest education spending (See Table I).
spenders in special L
education. This held Special Ed. In other words, school districts that

true with the lowest
spenders as well.

are among the higher spenders in
education in general are likely to be
among the higher spenders in
special education.

For example, of Vermont’s 60 supervisory unions, the 10 highest spenders in

regular education were also among the highest spenders in special education.
This held true with the lowest spenders as well. In fact, even such factors as
spending on general administration correlated with special education
spending.

TABLE I
Correlations between Special Ed. and General Ed. Spending

e BYT VAR S .
Catagory g o _ Comzglation -

S

When looking at overall general education expenditures the
correlation with special ed. spending is very high:

General Education Expenses 0.97

When looking at subcategories of general education expenditures,
correlations are all significant:

Central Support Services 0.47

General Adminastration 0.72

Instructional Staff Support Services 0.83

Pupil Support Services 0.84

School Administration 0.87

Instruction Cost 0.89

16
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There is no one
factor that
appears to be
responsible for
how much a
particular school
district spends on
special
education.

Staffing and Salary Levels: Distinct But Related Issues- The early stages
of this analysis identified a supervisory union’s total salary expenses as a key
factor in the amount spent in special education. High salary costs were
correlated with high spending in special education. It was not clear, however,
whether the significant factor was the amount staff were paid (salary level),
the amount of benefits paid (benefits level), or the number of staff hired
(staffing level). Further analysis revealed that the districts that are high
spenders in special education hire more staff than low spending districts.
Although there are a few districts at either end of the spectrum where salary levels
could account for a significant difference in amount they spend on special
education, for most districts this is not the case. Most districts pay close to the
state median salary. Likewise, benefits do not usually account for large
differences in spending.

The table below further illustrates this point. The first four items on the table
are average salary and benefits levels; that is, the average salary or benefits that
an individual receives. These factors do not show any correlation with special
education spending. The next six items on the graph represent salary or benefit
levels multiplied by the number of staff. These all show significant correlations
with special education spending. This suggests that the range in special
education spending among most districts is not due to the salary levels, but to
the number of staff hired.
TABLE 11

Correlations Between Special Ed. Spending and Staff Information
"% Category . . . :Correlation
Salary and benefits levels alone show no significant
correlation with Special Education spending:

Average Para. Salary 0.00
Average Prof. Benefits 0.02
Average Para. Benefits 0.08
Average Prof. Salary 0.11

When looking at salary or benefit levels multiplied by
numbers of staff, significant correlations are found:

Benefits multiplied by number of Para. 0.62
Benefits multiplied by number of Prof. 0.71
Number of Para.Staff 0.72
‘Salary multiplied by number of Para. 0.74
Number of Prof. Staff 0.75

Salary multiplied by number of Prof. 0.75

17
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Table III on the following page, which compares the averages of the top and
bottom spenders in special education, illustrates several points regarding
salaries and staff numbers. Although there is a wide range from the highest
to the lowest in salaries among supervisory unions, when taking an average of
special education salaries of these two groups, there is a relatively small
difference (4%). There is a significant disparity in benefits for
paraprofessionals but this accounts for a relatively small amount of money.
As noted above, this would indicate that the range in special education
spending is not due to differences in salary levels but rather the number of
staff hired.

Table III also illustrates the relationship between special education staffing
and staffing patterns in regular education and schools as a whole. In Vermont,
school districts that tend to hire more staff to offer a variety of programs or to
keep staffing ratios low in regular education appear likely to continue that
practice in special education.

In order to further explore the range that exists among supervisory unions, the
15 districts that were the highest spenders in special education (Special
education dollars divided by Average Daily Membership) were compared with
the 15 districts that were the lowest spenders in special education. Table I
compares these two groups on a number of staff related factors.

A dramatic range does exist in staff
numbers, but virtually no difference
exists in average salary levels. This
suggests that the range in special
education spending in most districts is
not due to the salary levels, but the
number of staff hired.

18
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TABLE III

SUMMARY OF HIGHEST AND LOWEST SPENDING
SUPERVISORY UNIONS
FOR SPECIAL EDUCATION COST

STAFF

Special Education Salary and Staff Information

Professional Staff (FTE) 18.90 9.41 50.21% 13.22
Para-Professional Benefits/FTE $2,811.01 $1,531.15 45.53% $1,849.82
Individual Aides / 1000 ADM 14.29 8.95 37.37% 13.16
Para-Professional Staff (FTE) 39.17 26.27 22.57% 29.22
Professional Benefits/FTE $6,480.49 $5,966.09 7.94% $6,049.54
Para-Professional Salary/FTE $9,520.63 $8,829.00 7.26% $8,925.39

| Professional Salary/FTE || $32269.46 | 33.607.63 4.43% || $32.966.41 |

Regular Education Salary and Staff Information

Reg.Ed Para Staff (FTE) 56.54 40.67 28.07% 45.2
Reg.Ed. Prof. Staff (FTE) 144.84 105.73 27.00% 127
Reg.Ed. Para Salary/FTE $8,650.53 $7,852.45 9.23% $7,294.00
Reg Fd. ProfSalary/FTE _I| $3490586 | $34212.8 L99% | $32278.00 |
General Information

Total Special Education Cost $1,813,202.15 | $894,349.75 50.68% $1,409,063.
Special Education $/ ADM $1,044.81 $584.21 44.08% $825.65

| ADM 1.73543 1.530.86 11.79% **1515.79

*  Staff data were reported for 13 of the 15 high spending supervisory unions and 14 of the 15 low spending
supervisory unions.
** ADM is based on 56 reporting supervisory unions.

3. Seniors Post Graduation Plans Correlate With Spending - Two interesting correlations which need
further study came from the survey of all responding outgoing seniors. School districts that had a high
proportion of seniors reporting that they were going to a four-year college tended to be among the
higher spending districts in both general and special education. Districts that had a high proportion of
seniors reporting that they were headed for employment after high school tended to be among the lower
spending districts in general and special education (Appendix D2). This finding may relate to the
community’s expectations for students and attitude toward education.
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School districts
with high
income per
exemption
tended to be
high spenders
in special
education;
those with
lower income
tend to spend
less.

Given the data
available, no
correlation
could be found
between risk
factors and
special
education

. Community Wealth Shows Mixed Results As Indicator - Several factors

were considered when looking at indicators of a community’s wealth. These
included the Adjusted Gross Income per exemption, the Median Adjusted
Gross Income, property value per student and the numbers of students in
poverty*. Only the Adjusted Gross Income per exemption (AGI) showed any
correlation to special education funding (Appendix D3). School districts with
high income per exemption tended to be high spenders in education; those
with lower income tend to spend less.

Vermont towns also have a great disparity in their ability to raise money
for education. The average per student expenditure likewise has a
dramatic range. For example, in Sherburne, where the Killington ski
resort is located, residents have an effective tax rate of $0.29 per $100 of
assessed property value and a per student expenditure of $6,453. In
Randolph, residents’ effective tax rate is $1.56 per $100 and spend $5,589
per pupil. There was, however, no correlation between tax rate and
spending per pupil.  *See Glossary

. Risk Indicators Do Not Predict Spending - Analyzing the data available

from the Agency of Human Services on a variety of factors that might
indicate need for social services or special education such as low birth
weight, abuse and neglect rates, and new families at risk* showed no
correlation of these risk factors with spending levels in special education
(See Table IV). While this data are often of low incidence factors, and
better data would be required to confirm this finding, it is noteworthy that
there was no correlation at all with these risk indicators and spending.

TABLE IV
Correlations between Special Ed. Spending and Risk Factors

% New Families at Risk 93
Sexual Abuse Rate 93
% Low Birthweight 93

Total Abuse Rate 93
Neglect Rate 93

Physical Abuse Rate 93

10
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Clearly, better
indicators are
needed to
evaluate the
impact of risk
factors on
special
education
spending. .

Chapter II: Factors Associated with Special Education Cost in Vermont

When risk factors and wealth are cbmpared, there is a correlation between
risk factors and low income. As noted above, low income correlates with
low spending in special education. This reinforces the point that there are

~ other variables more powerful than these particular risk factors that often

have a greater impact on special education spending.

Residential Placements Do Not Drive Spending - There were some
individual situations where an otherwise small and lower spending district
had an unusual number of residential placements or students with very
high cost services (over $40,000) that significantly affected the district’s
total special education costs. In general, however, these factors were not
highly correlated with high special education spending statewide.

Student Placement Not Linked To Cost - Student placement in the
regular classroom, resource room, special class or any other placement
was not correlated with spending in special education in Vermont
(Appendix D1). In other words, those districts with a high percentage of
students with disabilities placed primarily in the regular classroom (or any
other placement) were not necessarily the higher (or lower) spenders in
special education. Nationally, there was a significant correlation between
high cost and special class placement.

OTHER FACTORS THAT MAY IMPACT SPENDING

For many state
agencies, if-
sufficient funds
to serve all
eligible clients
are not
available,
services are just
not provided.
In contrast,
local school
districts must
provide
services to

students who
are eligible for
special
education.

1. Services Less Available In Some Districts - Availability of services can

vary dramatically from one region of the state to another. For example,
in the Northeast Kingdom some related services like occupational therapy
or interpreters for the deaf are harder to obtain. Does the availability of
services have an effect on special education spending? Data are
unavailable to confirm this at this time.

Decreased Capacity in Other State Agencies Shifts Costs To
Education - There are a number of state agencies which provide support
to children and families besides education. Over the past few years most
state agencies have experienced budget reductions and staffing cuts
resulting in a decreasing ability to provide services. For many of these
state agencies, if sufficient funds to serve all eligible clients are not
available, services are just not provided. In contrast, local school districts
must provide services to students who are eligible for special education.
This has resulted in costs for some services being shifted to education with
subsequent increases in the property tax burden. While this may appear
to be an increase in services and costs, it is more often maintenance of
existing services with a shift in funding source.

*See Glossary for definitions.
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EXTRAORDINARY REIMBURSEMENT

The Extraordinary Reimbursement portion of the Act 230/Special Education formula was designed
to protect school districts, especially small districts, from high costs for individual students with very
intensive needs. To be eligible for extraordinary reimbursement, the indi