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Background:

On January 7, 2008, the 212th New Jersey Legislature approved The School Funding Reform Act of 2008, Governor Jon Corzine’s plan for a new state aid formula for education. A major - and controversial - component of that plan addresses state aid for special education. 

The Act provides roughly $7.8B in state aid for K-12 education in FY2009, adding $532M, much of it earmarked for special education. All districts will receive at least a 2% increase; some districts as much as a 20% increase. A short-term ‘hold harmless’ provision ensures that no district will see a cut in state aid, at least initially.

The Act dramatically changes the way in which state special education aid is calculated and distributed to districts, and establishes a new mechanism for extraordinary costs.

For more than 40 years, state aid for special education has been provided to New Jersey’s local school districts based on the number of students with disabilities each district identifies. The amount of aid for each student was ‘weighted’ based on the nature of the student’s disability. This multi-tiered system provided greater levels of state aid for students with significant disabilities and for those who require intensive services. Each district, regardless of local wealth, received the same amount of special education aid for a particular student. 

Past funding schemes also called for funding 100% of “Extraordinary Costs” in excess of $40,000 per pupil. This provision had been under-funded since its inception; as of FY 2007, only 23% of these ‘excess costs’ are reimbursed by the state. In FY 2007, more than 13,000 applications for extraordinary costs were filed with New Jersey Department of Education.

The School Funding Reform Act (SFRA) of 2008 

Beginning in June 2008, state aid to local school districts for special education is calculated and distributed in a new way. The amount of state special education aid is based on a statewide average excess cost across all special education categories. Aid is distributed based on a census model that uses the statewide average rate of classification, currently 14.69%:

• Regardless of the actual number of students identified by a district, each district receives state special education aid for 14.69% of their total student enrollment. For some districts, means an increase in aid, for others, a decrease.

• Regardless of the nature of a student’s disability, districts receive $10,898 for each classified student - the statewide average excess cost for special education determined by NJDOE.

The Act calls for 2/3 of special education aid to be adjusted for local wealth, with school boards in more affluent communities receiving a smaller percentage of the available aid than school boards in less wealthy communities. These local school boards need to rely on taxpayers for a larger portion of special education costs. Districts have reported that, in order to meet state-mandated spending caps, special education costs may encroach on general education services and programs. 1/3 of special education aid remains categorical, and is provided without regard to local wealth.

The Act modified the system for extraordinary costs. The Act specified that this aid is available for students educated in any setting, including a general education classroom, a special education program, including but not limited to a resource program or special class program, or a combination of general education and special education programs and services. While this apprears to be placement neutral, the Act established placement-specific ways of reimbursing districts for extraordinary costs:

• For students placed in an in-district program with non-disabled peers, whether operated by a public agency or a private school, 90% of the cost of direct instruction and support in excess of $40,000 will be reimbursed. 

• For students in a publicly operated separate program, such as a County Special Services District, an Educational Services Commission or a Jointure Commission, 75% of the cost of direct instruction and support in excess of $40,000 will be reimbursed.

• For students in a separate private school for the disabled, 75% of the full tuition cost in excess of $55,000 will be reimbursed.

Extraordinary aid is conditioned upon a district’s demonstration that the student’s IEP requires the provision of intensive services. 

Other provisions of SFRA:

• Districts may apply to the Commissioner to receive additional special education categorical aid if the district has an unusually high rate of low-incidence disabilities, such as autism, deaf-blindness, severe cognitive impairment and medically fragile. The district must demonstrate the impact of the unusually high rate on low-incidence disabilities on the local budget, and provide details on the use of special education expenditures.

• SFRA requires the Commissioner of Education to commission an independent study of special education census funding mythology to determine if adjustments are needed. The study and recommendations must be completed by June 2010.

• The bill stipulates that the NJDOE will review expenditures of federal and State special education in every instances when monitoring reveals that a district has failed to provide services consistent with a student’s IEP.





