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Overview

The term “Maintenance of Effort,” (MOE), refers to the requirement placed upon many federally funded grant programs that the State Education Agency (SEA) and Local Education Agencies (LEA) demonstrate that the level of state and local funding remains relatively constant from year to year. Failure to meet MOE requirements may result in the LEA losing eligibility to receive Individuals with Disabilities Education Act (IDEA) entitlement funding and requiring an LEA to repay funds, using a non-federal source, to the SEA, who is required to send funds to the US Department of Education.

The rules regulating MOE differ depending on the federal program requiring the effort. Some grant programs do not require MOE, whereas some grant programs such (IDEA) have very specific rules documented in its regulations.

Part B of the Individuals with Disabilities Education Act, which addresses IDEA funding allocations to the SEA and LEAs, includes MOE provisions applicable separately to both the state and local levels.

At the state level, IDEA Part B prohibits a state from reducing state financial support for special education below the amount of that support for the preceding fiscal year as described in the Code of Federal Regulations (34 CFR §300.163). To meet the IDEA MOE state-level expectation, Rhode Island must continue to fund special education at least the same level every year.

At the local level, IDEA requires that LEAs to expend at least the same amount of local / state funding for special education and related services as it expended in the previous fiscal year as described in the Code of Federal Regulations (34 CFR §300.203). There are provisions (allowable exceptions – 34 CFR §300.204) and an (adjustment – 34 CFR §300.205) in IDEA to allow for decreases in an LEA’s financial contribution to special education from one fiscal year to the next.

First is an eligibility standard to receive the funds and second is a compliance standard to be able to keep the funds without a payback to the SEA and ultimately the Federal Government. Summarily an LEA must meet both standards to be to comply with the IDEA MOE provision. The standards are briefly described below.

Eligibility Standard (34 CFR §300.203(a)):  In order to find an LEA eligible for an IDEA Part B sub-grant for the upcoming fiscal year, the SEA (RIDE) must determine that the LEA has budgeted for the education of children with disabilities as least the same amount of local, or State and local, funds, as it actually spent for the education of children with disabilities during the most recent fiscal year for which information is available.

Compliance Standard(34 CFR §300.203(b)):  The compliance standard prohibits an LEA from reducing the level of expenditures for the education of children with disabilities made by the LEA from local, or State and local, funds below the level of those expenditures from the same source for the preceding fiscal year.  In other words, an LEA must maintain (or increase) the amount of local, or State and local, funds it spends for the education of children with disabilities when compared to the preceding fiscal year.

This handbook provides Rhode Island LEAs with guidance on the process of complying with both (Eligibility and Compliance) standards to IDEA-B LEA MOE requirements.


Relationship of Maintenance of Effort (MOE) to Other IDEA-B Fiscal Compliance Requirements 

Prior to defining and providing specific guidance on compliance with IDEA-B LEA MOE, it is helpful to understand the relationship of MOE to other IDEA-B fiscal compliance requirements. 

MOE is only one of several fiscal compliance requirements governing the expenditure of federal funds on students with disabilities. Others include excess cost and coordinated early intervening services (CEIS) requirements. To assist LEAs, this handbook includes definitions of these fiscal compliance requirements.  It is important to note that the excess cost and CEIS requirements apply to the federal IDEA funds while the MOE and voluntary MOE reduction requirements relate to the expenditure of state and local funds. Voluntary MOE reduction is further described in the Voluntary Reduction of MOE section. 

Before budgeting federal and state and/or local funds for services to identified students with disabilities, the LEA should first review and determine the requirements for excess cost, CEIS, voluntary reduction, and MOE. These definitions are listed in the Glossary section of this handbook.

Purpose of LEA MOE 

In awarding grant funds for education purposes, the federal government does not intend for LEAs to use federal funds as the primary means of providing services to students with disabilities. The LEA agrees when it accepts the IDEA-B funds that it will expend nonfederal (state and local) funds in accordance with two federal fiscal accountability requirements: (i) supplement, not supplant, and (ii) MOE. 

The supplement, not supplant provision of IDEA-B (34 CFR §300.202(a)(3)) mandates that state and local funds may not be diverted to other purposes simply because federal funds are available. The MOE requirement ensures, moreover, that the LEA continues to expend its state and/or local funds at the same level from year to year, either in the aggregate or on a per-pupil basis, instead of limiting services to what can be provided using federal dollars. 

IDEA-B MOE Eligibility and Compliance Requirements 

Per 34 CFR §300.203(a), in order to receive IDEA-B funds, an LEA must budget at least as much with state and local funds for the education needs of children with disabilities as it had in the last completed fiscal year. The rules and regulations in section 300.203(a) and 300.203(b) are nearly identical as to the testing and application of allowed exceptions and the adjustment provision (50% rule).  Section 300.203(a) is a look forward at proposed budgets for eligibility and section 300.203(b) is a look back at expenditure data for compliance. 

The Four Methods of Determining Eligibility and Compliance 

An LEA may use the following four methods to meet the eligibility and compliance standards:

· (i)  Local funds only;
· (ii) The combination of State and Local funds;
· (iii) Local funds only on a per capita basis; or
· (iv)The combination of State and Local funds on a per capita basis.
 
· An LEA needs to meet only one of these four methods to meet the standard.  An LEA may demonstrate that it has met the standard using any one of the four methods.  Additionally, an LEA may meet the standard using alternate methods from year to year.

Subsequent Years Rule

The rule, as provided in section 300.203(c)(1) states that the level of effort an LEA must meet in the fiscal year after it fails to maintain effort is the level of effort that would have been required in the absence of that failure, not the LEA’s actual reduced level of expenditures.

The subsequent years rule applies individually to all four compliance methods that LEAs may use to meet this standard: (1) Local funds only, (2) the combination of State and local funds, (3) local funds only on a per capita basis, or (4) the combination of State and local funds on a per capita basis.
 
If the LEA was non-compliant in maintaining effort in the preceding year for any of the four compliance measures, then next year’s compliance measure for  the failed measures must be compared to the second preceding year’ rather than the preceding year when the LEA was noncompliant for that measure.  If the second preceding year’s measure(s) were also non-compliance then the LEA must look further back in years to the last compliant year for that specific measure.   For example, if the LEA was noncompliant in the fiscal year 2015 final determination for one of the four specific measures, then the fiscal year 2016 determination must compare fiscal year 2016 to fiscal year 2014 or the last fiscal year that the LEA was compliant with the MOE requirement for that specific measure.  See examples 1 thru 3 in Appendix 2 of this handbook for further illustration of the subsequent years rule.

Consequences of Non-compliance 

An LEA is not eligible to receive IDEA Part B funds until it has met the MOE eligibility (i.e. budget) standard.  If the SEA (RIDE) determines that the LEA is not eligible to receive a Part B sub-grant for that fiscal year, the SEA would retain the amount of Part B funds that the LEA would have received. The SEA would then be required to provide special education and related services directly to children with disabilities residing in the area served by the LEA. 34 CFR §300.227(a)(1).

If an LEA fails to meet its MOE compliance (i.e. expenditure) standard, the LEA must return to RIDE the amount by which the LEA failed to maintain effort (i.e., the difference between its comparison and current year expenditures on students with disabilities after all applicable federal exceptions and voluntary MOE reductions have been applied).  Of the four measures that the LEA fails to comply with the maintenance of effort provision, the measure resulting in the lowest amount of payback for the LEA will be applied.  See Appendix 3 in this handbook for an example of a payback calculation.

If the refund amount exceeds the LEA's IDEA-B maximum entitlement (combination of section’s 611(Part B) and 619 (Preschool)) for the fiscal year under determination, the LEA will only be required to refund the amount up to the LEA’s maximum entitlement. The repayment must be made from non-federal funds or from funds for which accountability to the federal government is not required, that is, from state and/or local funds. 

Timeline and Process
MOE Test – Eligibility of IDEA Funding:
The MOE test for eligibility of IDEA funds can be found as a separate page (MOE Test Page) within the IDEA Part B section of the consolidated resource plan (CRP).  In order to apply for IDEA funds for the next fiscal year, an LEA must pass at least one of the four eligibility methods (before or after applying approvable exceptions).  RIDE preloads the special education expenditure data for each LEA from the previous fiscal year funded by local and (state and local) sources.  See the calculating state and local funds section of this handbook for the determination of local funds in support of special education.  RIDE loads each LEAs special education pupil counts (from the December Special Education Census) for the previous fiscal year for calculation of the per capita expenditure amounts.
For the next fiscal year section of the MOE eligibility test page, RIDE loads the special education pupil counts from the December census of the current fiscal year.  The LEA can over-write this pupil count if the LEA has a better projection of the number of students with IEPs for the upcoming school year.  The LEA must input their next year budgeted amount for special education expenditures from state and local sources combined.  The system will pro-rate the local share of the special education budget based upon the local to state and local ratio from the previous fiscal year.  If necessary, the LEA will need to complete the approvable exceptions section of the test in order to become eligible to receive IDEA funding.
CRP applications (including the completed MOE test page) for the next fiscal are due no later than July 1st of each new fiscal year.  For LEAs seeking substantial approval from RIDE for proposed summer activities, CRP applications are due approximately six weeks prior to the July 1st deadline.            
MOE Test – Compliance with Special Education Expenditure Requirements:
Annually, each LEA must complete the IDEA LEA MOE performance report with its embedded compliance test page found in AcceleGrants to verify that the LEA is in compliance with IDEA’s maintenance of effort requirement for the school fiscal year most recently completed.   For the first year of completion of the electronic compliance test, RIDE will pre-load each LEAs comparison year expenditure data and special needs student head counts.  For each subsequent school fiscal year, the AcceleGrants’ system will pre-fill the comparison year data measures from the previous year‘s completed report.  After the LEA provides all the required data from the fiscal year being tested, the system will determine if the LEA has “passed” any of the four compliance methods.  Please note: Local and State revenue data and special education expenditure data to be used for the compliance test must come from the LEA’s final audit adjusted and allocated UCOA data file provided back to the LEA by RIDE.  If none of the four compliance methods are passed, the LEA must complete the allowed exceptions and adjustment section on the compliance test page to determine if compliance can be achieved.  If the LEA has met/passed the compliance standard but failed one, two, or three of the four compliance methods, RIDE strongly urges the LEA to complete the allowed exceptions and adjustment section since the subsequent years rule makes it possible for the LEA to lower the MOE comparison year threshold on the next year’s MOE test for that failed method after the application of all allowed exceptions and/or adjustment.  The LEA will also need to complete and upload into AcceleGrants the completed exceptions detail worksheet (format worksheet provided by RIDE) into the related documents page.  The exceptions worksheet captures the details the exceptions taken by the LEA due to the voluntary departure of personnel, high cost equipment, and high cost special needs students whom are no longer receiving services.
IDEA LEA MOE Compliance Test for the previous fiscal year must be completed and submitted through the AcceleGrants performance report portal by March 31st of the next fiscal year.  For example, the MOE compliance test comparing FY 2015 special education expenditures to the special education expenditures for the comparison year must be submitted through the FY 2015 performance reports section of AcceleGrants.  The FY 2015 (fiscal year ending June 30, 2015) LEA MOE compliance test performance report is due by March 31, 2016. The LEA completed report status must be moved to “Business Manager Approved” to be considered submitted to RIDE for review.  RIDE’s fiscal staff will then review the LEA submitted MOE Compliance Test performance reports for accuracy of data and proper application of any allowed exceptions taken.
If an LEA fails to maintain effort for the compliance standard, RIDE will notify the LEA by letter in which the amount of the MOE failure will be stated.  A payback of non-federal dollars will be required due to failure by the LEA to comply with MOE compliance standard.  Payment checks should be made out to the “State of Rhode Island, General Treasurer” and sent to the attention of the RIDE Finance Office – 6th Floor, 255 Westminster St., Providence, RI 02903.  Please include a copy of the non-compliance finding letter along with the check.
LEAs must retain documentation supporting all data reported as well as documentation of any allowed exceptions claimed within the MOE compliance test page for future audit and monitoring purposes.  See records retention section of this guide for more information.
Federal Exceptions to the MOE Requirement 

As stated in 34 CFR §300.204, the LEA may reduce the level of its state and/or local expenditures below the level of those expenditures for the preceding fiscal year only if the reduction is attributable to any of the following; which are listed below and described in greater detail later in the document.

(a) The voluntary departure, by retirement or otherwise, or departure for just cause, of special education or related services personnel.  
Example: A special education teacher retires, and the salary and fringe of this teacher is $100,000. The LEA replaces this position with a qualified special education teacher at a salary and fringe of $60,000. The LEA would be allowed to reduce their MOE obligation by $40,000 (difference between the retiring teacher salary and new teacher salary).  If the teacher was not replaced, then the LEA would be allowed to use the entire $100,000.00 of salary and fringe savings as an allowable federal exception for a reduction in MOE.  A key fact to this scenario is that the personal departure was voluntary on the part of the employee. 
                                                                                                                                                                                       
(b) A decrease in the enrollment of children with disabilities. 
Example:

2015 Sp.Ed. Enrollment	2015 MOE	2015 per pupil cost	Example Base Year
                50		$200,000	           $4,000

2016 Sp.Ed. Enrollment	2016 MOE	2016 per pupil cost	Acceptable reduction in MOE
               40		$180,000	          $4,500		because per pupil cost was 
								maintained.
2016 Sp.Ed. Enrollment	2016 MOE	2016 per pupil cost	Unacceptable reduction in MOE
                40		$150,000	           $3,750		because per pupil cost was not
								maintained.

(c) The termination of the obligation of the agency, consistent with this part, to provide a program of special education to a particular child with a disability that is an exceptionally costly program, as determined by the State Education Agency (SEA), because the child— 
(1) Has left the jurisdiction of the agency; 
(2) Has reached the age at which the obligation of the agency to provide FAPE to the child has terminated; or 
(3) No longer needs the program of special education. 

(d) The termination of costly expenditures for long-term purchases, such as the acquisition of equipment or the construction of school facilities.
To qualify for this exemption, equipment must have a per unit cost of $5,000 or more.
(e) The assumption of cost by the high cost fund operated by the SEA under 34 CFR §300.704(c). 

These federal exceptions, if applicable, reduce the IDEA-B LEA MOE requirement in the fiscal year under comparison and may result in the LEA becoming compliant or may reduce the amount of any refund due for noncompliance. 

Departure of Personnel 

In order for the level of state and/or local expenditures to be reduced on the basis of departure of personnel, the LEA must maintain on file and upon request by RIDE provide for inspection the following supporting documentation: 

· Source payroll record (e.g., personnel action form, resignation letter signed and dated by the employee) indicating the reasons why the employee departed the LEA 
· Year-to-date payroll distribution records
· Copy of employee’s job description 

In addition, the following conditions must be satisfied: 

· Departed personnel may no longer be employed by the LEA. If a special education teacher has been reassigned to other duties within the LEA, the reassignment does not qualify the LEA to claim the “departure of personnel” exception. 
· The departure must be voluntary (that is, the employee resigned or retired) or for just cause (the employee was terminated as the result of misconduct or negligence). If the LEA reduces the number of special education personnel as the result of a reduction in force, the LEA may not claim the “departure of personnel” exception.
· Personnel departure must be permanent; employees on maternity, parental, or personnel leave do not qualify as a departure of personnel allowed exception. 
· The LEA may not claim the “departure of personnel” exception when releasing or failing to renew the contract of a probationary employee, as neither of those cases meets the “just cause” requirement. 

The total amount of the allowed exception is the voluntarily departed individual’s combined wages and benefits net of the wages and benefits of any individual(s) that replaced the original individual.  If the departing individual was not replaced, the allowed exception is the total of that individual’s combined wages and benefits.

In order to apply for this exception, the LEA will need to complete a detailed schedule as provided by RIDE with the following information: 

· Name of the departing employee, job title, the reason for departure, date of departure, total amount of salary and benefits paid in the MOE comparison year, and whether or not the position was re-filled.  If the position was re-filled, the LEA must also indicate the name of the employee and whom they are replacing, their job title, date of hire, and total amount of salary and fringe paid during the MOE school year being tested.  If an employee voluntarily leaves in the middle of the school year and a replacement is hired in the same school year, the LEA will need to account for the replacement costs in the comparison/prior year portion of the exceptions schedule.    

Decrease in Enrollment of Children with Disabilities 

The MOE compliance test page will calculate the total amount of this exception when there is a decrease in the enrollment of children with disabilities in the following way.  If the number of students with disabilities in the LEA decreases in the year being tested for MOE compliance as compared to the number of students with disabilities in the prior school year, then the MOE test page will calculate the decrease in the percentage of students with disabilities and multiply the percentage decrease by the total funds expended for special education (local and local and state combined) to determine the amount of this exception for both the local and the local and state methods of testing MOE compliance.  For example, if a LEAs special education census head count for 2014 was 100 and for 2015 it was 97, then there was a 3% decrease in the number students with disabilities between 2014 and 2015.  If the local cost of special education for this LEA in 2014 was $1,150,000 and the local and state cost combined for this LEA in 2014 was $2,000,000, then the amount the local exception is $34,500 (3% x $1,150,000) and the amount of the local and state combined exception is $60,000 (3% x $2,000,000).      

Termination of Obligation (High Cost Students)

In order for the level of state and/or local expenditures to be reduced because the LEA no longer has an obligation to serve a child with an exceptionally costly program, the LEA must maintain and provide upon request the following supporting documentation: 

· A schedule summarizing the total costs for each special education student that participated in an exceptionally costly program. The schedule must reconcile to the LEA’s detailed general ledger and source records which must include the fund/net asset code and object code for each cost description. 
· A detailed general ledger and source records supporting costs identified on the summary schedule.
· RIDE may also request a student’s individualized education program (IEP). If the IEP is requested, the LEA must provide it to RIDE through a secure transmission method (provided by RIDE) within 24 hours of the request.

An exceptionally costly program for serving a student with a disability is defined as an amount three (3) times greater than the average per pupil expenditure (as defined in section 9101 of the ESEA) in  Rhode Island. The calculation is based upon the statewide aggregate current expenditures, during the third fiscal year proceeding the fiscal year for which the determination is made divided by the aggregate number of children in average daily attendance (ADA) to whom those agencies provided free public education during that preceding year.  Examples of reductions in an exceptionally costly program include, but are not limited to the following: 

· A student in a residential placement graduates or moves out of the LEA.
· A residential facility closes.
· A charter school or another school district begins providing educational services for a student. 
· A student with a high number/level of personnel assigned to implement the student’s individualized education program (IEP) leaves the LEA. Such students would include but are not limited to students who are identified as deaf, blind, deaf-blind, autistic, medically fragile, emotionally disturbed, or having a severe disability across eligibility categories.
· A settlement agreement/corrective action ends.

In order to apply for this exception, the LEA will need to complete the detailed exceptions schedule as provided by RIDE with the following information: 

· Indicate the student’s state assigned student identifier (SASID), the date of departure from the district or date in which high cost program is no longer necessary, the reason for departure, the exit type code from thee data dictionary (if applicable) and the total cost to educate the student in the comparison school year. 

Under 34 CFR §300.204(c)(3), an LEA may reduce its level of maintenance of effort if the reduction is due to the termination of the LEA’s obligation to provide an exceptionally costly program of special education, as determined by RIDE, to a particular student due to a service change in the student’s IEP.

To apply for this exception, the direct special education services that are no longer required by the student’s IEP must have aggregate costs in direct special education services in excess of the exceptionally high cost dollar threshold.  If the direct special education service costs no longer required by the IEP are less than the exceptional high cost threshold, then they do not qualify as exceptions.

The student’s IEP team determines the services that are needed to provide FAPE to the student based on the needs of the student.  Any changes to a student’s IEP must also be driven by the needs of the student, not by administrative convenience.

Changes to an IEP may be made by the entire IEP team at an IEP team meeting.  The parent and the district may agree not to convene an IEP team meeting for the purpose of making changes and instead may develop a written document to amend or modify the student’s current IEP.  This exception to the IEP team meeting requirement does not apply to changes in placement.  Changes to a student’s placement must be made through an IEP team meeting.

An LEA that wishes to use the no longer needs a high cost program exception must retain for RIDE’s inspection the student’s original IEP, revised IEP and a summary document explaining the change.  The amount of the allowed exception is the net cost differential in the change of services being provided.

Termination of Costly Capital Expenditures

An LEA may reduce its level of maintenance of effort if the reduction is due to a purchase of costly equipment that was made in the prior year.  As an example, an LEA that purchased a bus using state/local funds is not obligated to spend that amount every year after the purchase and so may deduct the cost of the item from the MOE calculation.

To qualify the cost of equipment as an exception, the equipment must have a per unit cost of $5,000 or more.  Items such as computers, laptops, and SMART boards are not considered costly equipment as they usually have a cost of less than $5,000 per unit.

In order to apply for this exception, the LEA will need to complete the detailed exceptions schedule as provided by RIDE with the following information: 

· A description of each capital expenditure item, the expenditure account (i.e., location/building, function, program, subject, and object codes), the date of purchase, the asset tag number, and the total cost of each capital item purchased during the prior year.  The schedule must agree to the LEA’s detailed general ledger and source records.

Assumption of Cost by High Cost Fund operated by the SEA

One of the approvable exceptions as a reason for a reduction in an LEA’s maintenance of effort is the assumption of cost by a High Cost Fund operated by the SEA under 34 CFR 300.704(c).  For the purpose of assisting LEAs (including a charter school that is an LEA or a consortium of LEAs) in addressing the needs of high need children with disabilities, each State has the option to reserve for each fiscal year 10 percent of the amount of funds the State reserves for other State-level activities under paragraph (b)(1) of this section.  RIDE currently does not reserve IDEA funds for the operation of a high cost fund.  Because RIDE does not operate a high cost fund with IDEA funds, this exception is currently not available to the LEAs in the state of Rhode Island. 





Voluntary Reduction of MOE (50% Rule/Allowed Adjustment)

The federal exceptions described in the preceding section provide LEAs with possible means of addressing a preliminary determination of noncompliance with IDEA-B LEA MOE. In addition, under certain circumstances, the LEA may have the option to voluntarily reduce the amount of state and/or local expenditures on special education required to comply with IDEA-B LEA MOE. 

In accordance with 34 CFR §300.205(a), if an LEA’s federal IDEA-B allocation for the current year is greater than the allocation for the preceding year, the LEA may choose to reduce the level of its state and/or local expenditures below what was spent on special education services in the preceding year. In addition, the voluntary reduction may only be taken if the LEA has not been identified as having “significant disproportionality.” [34 CFR §300.205(c)] The amount of that “voluntary” reduction may not exceed 50% of the allocation increase in IDEA-B (Section 611) formula funding.

For example, assuming that the LEA was not required to reserve 15% of its IDEA allocation for coordinated early intervening services in the year of MOE determination, if the LEA was allocated $100,000 more in IDEA-B formula funding for the current year than it received in the previous year, it would be eligible to reduce its state and/or local special education spending by $50,000 while still maintaining compliance with IDEA-B LEA MOE. Note, however, that before voluntarily reducing MOE, LEAs should carefully consider the relationship of CEIS and voluntary MOE reduction and how the state and/or local funds which are reduced may be expended. 

To ensure the LEA properly applies any voluntary MOE reduction, the LEA must take two requirements into consideration:
 
1. Per 34 CFR §300.205(b), the amount by which IDEA-B MOE is voluntarily reduced must be expended “to carry out activities that could be supported with funds under the ESEA [Elementary and Secondary Education Act of 1965, as amended by the No Child Left Behind Act (NCLB) of 2001] regardless of whether the LEA is using funds under the ESEA for those activities.” 

The LEA must spend the amount of the reduction for ESEA activities in the same year that it takes the IDEA-B MOE reduction. The LEA must also demonstrate in the detailed general ledger that the amount of the reduction was spent on ESEA activities by using a local option code that uniquely identifies the amounts expended for ESEA activities. 

2. Per 34 CFR §300.205(d), the amount by which IDEA-B MOE is voluntarily reduced is interconnected to the amount of IDEA-B funds the LEA chooses to set aside for CEIS, as described in the following section. 

Relationship between Voluntary Reduction of MOE and CEIS 

CEIS and the voluntary reduction of MOE provision are interconnected. 34 CFR §300.226(a) states that the amount set aside for CEIS must include the amount used for voluntary MOE reduction. At the same time, 34 CFR §300.205(d) states that the amount an LEA uses for CEIS shall count toward the maximum amount the LEA may voluntarily reduce the level of its expenditures for MOE. This interconnection may be due to the fact that both provisions are in essence diverting the use of federal funds (CEIS) or state and local funds (MOE reduction) away from providing services to students with disabilities for other uses. 

The decisions an LEA makes about the amount of funds it uses for one purpose affects the amount it may use for the other. The LEA must plan both for CEIS and MOE at the beginning of each grant year. Otherwise the use of funds for CEIS could prohibit a later decision to voluntarily reduce MOE, as illustrated in 34 CFR, Appendix D to Part 300. 
In summary, the rule for using funds for CEIS and MOE is as follows:
 
• If the LEA is either setting aside funds for CEIS or voluntarily reducing its MOE (but not doing both), it is unnecessary to consider the interconnection between CEIS and MOE. For CEIS, the LEA may set aside up to 15% of its IDEA-B allocation (Section 611 and Section 619 funds; 34 CFR §300.226(a)). For MOE, the LEA may voluntarily reduce its level of expenditures by up to 50% of any increase from the prior year to the current year’s IDEA-B allocation (Section 611 funds; 34 CFR §300.205(a)). 

• If the LEA is both setting aside funds for CEIS and voluntarily reducing its MOE, the LEA should determine which amount is the lesser: the amount available for CEIS set-aside, or the amount available for voluntary MOE reduction. Combined, the CEIS set-aside and MOE reduction may not exceed that lesser amount. 

Examples of the CEIS and voluntary MOE reduction rule can be found in Appendix 1 of this handbook.

Federal Funds That May be Considered as State or Local Funds 

In years when the federal government provides special and/or additional federal funds that RIDE designates as state/local funds (such as ARRA SFSF), those specific funds are to be included in the total aggregated expenditures by program code for each respective compliance year in the MOE calculation. 

However, federal funds that RIDE does not specifically designate as state/local funds could potentially be included in the MOE calculation. For example, the federal Ed Jobs funds may at the LEA’s discretion be considered as state/local funds. In other words, the LEA was the entity that decided whether to consider the specially allocated federal funds as state/local funds. 


Calculating State and Local Funds 

To calculate the total amount of state and local funds expended in support of special education, LEAs are to use expenditures reported in UCOA Program Codes 2X, Object Codes 5XXXX, from all funds excluding 21XXXXXX and 22XXXXXX.  Please note: Local and State revenue data and special education expenditure data to be used for the compliance test must come from the LEA’s final audit adjusted and adjusted UCOA data file provided back to the LEA by RIDE.

As described in the Federal Funds That May be Considered as State or Local Funds section, in years when the federal government provides special and/or additional federal funds that RIDE designates as state or local funds (such as IDEA ARRA and SFSF (Stabilization)), those specific fund codes can be included in the total aggregated expenditures for program code (2X) for each respective compliance year in the MOE calculation. 

As the state’s current expenditure reporting systems do not allow tracking of which LEA expenditures are made using local as opposed to state funds, the local portion of these expenditures must be imputed for use in the MOE calculation.

Imputing the local and state portion of LEA special education expenditures requires the following data:
Local (municipal) revenues (All revenue objects beginning with 41XXX).
Local (state funds) revenues (All revenue objects beginning with 43XXX).
Total local (state and municipal) special education expenditures (All Program codes 2X, Objects 5XXXX from all funds excluding 21XXXXXX and 22XXXXXX).

Process to determine local share of special education expenditures:

 i) Determine the amount of municipal revenue from local sources (municipal)
 ii) Determine the amount of municipal revenue from state sources (state aid)
iii) Divide the amount of municipal revenues by the combined total amount of municipal and state revenue
iv) The quotient is the percentage of total local funds supported by municipal tax dollars only
 v) Multiply the total special education expenditures supported by local (state and municipal) dollars by the percentage in step iv, this is the amount of special education expenditures supported by local (municipal) tax dollars.
Example:

i) $16,320,000 (total municipal revenues)
ii) $9,180,000 (total state revenues)
iii) $16,320,000 (municipal revenues) divided by total revenues (state and municipal) $25,500,000 ($16,320,000 + $9,180,000) = 64%
iv) 64%
v) $6,000,000 (total amount special education expenditures supported with state and municipal funding) x 64% = $3,840,000 of local municipal funds expended in support of special education services. 


Special Education Student Counts

Every December, RIDE conducts a statewide special education data collection from each LEA called the Statewide Special Education Data Census.  This data is the source for all special education student head counts to be used to identify the Special Education Student Population (Students with IEPs) for the specific school year that MOE is being calculated.  The use of the special education student counts aids in the determination of the LEAs per capita expenditure for special education. 


Records Retention

LEAs must generally keep records to show compliance with the MOE requirement for a minimum of five years.  Due to the subsequent years rule, the records retention requirement could possibly be longer than five years dependent on the year of comparison.  LEAs have the discretion to keep the records longer than the required retention period if necessary to meet State and local data retention requirements.


Appendix 1: Examples of CEIS and Voluntary MOE Reduction 

Example 1:

In this example, the maximum amount the LEA may use for CEIS is greater than the amount the LEA may use for voluntary MOE reduction. MOE is therefore the lesser amount.  If the LEA chooses to set funds aside for CEIS and not to reduce MOE, the LEA may set aside up to the maximum of 15% of the allocation. However, if the LEA chooses to set aside funds for CEIS and voluntarily reduce MOE, the combination of the LEA’s CEIS set-aside and MOE reduction may not exceed the maximum amount available for MOE. 

Prior Year's Allocation: $900,000 

Current Year's Allocation: $1,000,000 

Increase: $100,000 

Maximum Available for Voluntary MOE Reduction: $50,000 (50% of increase, or 50% of $100,000) 

Maximum Available for CEIS: $150,000 (15% of current-year allocation, or 15% of $1,000,000)
 
· If the LEA chooses to set aside $150,000 for CEIS, it may not reduce its MOE (MOE maximum $50,000 less $150,000 for CEIS means $0 can be used for MOE). 
· If the LEA chooses to set aside $100,000 for CEIS, it may not reduce its MOE (MOE maximum $50,000 less $100,000 for CEIS means $0 can be used for MOE). 
· If the LEA chooses to set aside $50,000 for CEIS, it may not reduce its MOE (MOE maximum $50,000 less $50,000 for CEIS means $0 can be used for MOE). 
· If the LEA chooses to set aside $30,000 for CEIS, it may reduce its MOE by $20,000 (MOE maximum $50,000 less $30,000 for CEIS means $20,000 can be used for MOE). 
· If the LEA chooses to set aside $0 for CEIS, it may reduce its MOE by $50,000 (MOE maximum $50,000 less $0 for CEIS means $50,000 can be used for MOE). 


Example 2: 

In this example, the maximum amount the LEA may use for voluntary MOE reduction is greater than the amount the LEA may use for CEIS.  CEIS is therefore the lesser amount.  If the LEA chooses to voluntarily reduce MOE and not to set funds aside for CEIS, the LEA may reduce MOE by up to 50% of the increase from the prior year’s allocation.  However, if the LEA chooses to set aside funds for CEIS and voluntarily reduce MOE, the combination of those two amounts may not exceed the maximum amount available for CEIS. 

Prior Year's Allocation: $1,000,000 

Current Year's Allocation: $2,000,000 

Increase: $1,000,000 

Maximum Available for Voluntary MOE Reduction: $500,000 (50% of increase, or 50% of $1,000,000) 

Maximum Available for CEIS: $300,000 (15% of current-year allocation, or 15% of $2,000,000) 

· If the LEA chooses to use no funds for MOE, it may set aside $300,000 for CEIS (CEIS maximum $300,000 less $0 means $300,000 for CEIS). 
· If the LEA chooses to use $100,000 for MOE, it may set aside $200,000 for CEIS (CEIS maximum $300,000 less $100,000 means $200,000 for CEIS). 
· If the LEA chooses to use $150,000 for MOE, it may set aside $150,000 for CEIS (CEIS maximum $300,000 less $150,000 means $150,000 for CEIS). 
· If the LEA chooses to use $300,000 for MOE, it may not set aside anything for CEIS (CEIS maximum $300,000 less $300,000 means $0 for CEIS). 
· If the LEA chooses to use $500,000 for MOE, it may not set aside anything for CEIS (CEIS maximum $300,000 less $500,000 means $0 for CEIS).





Appendix 2: Examples of the Application of Subsequent Years Rule

Example 1:  

Level of Effort Required to Meet MOE Compliance Standard in Year Following Year in Which LEA Did Not Meet MOE Compliance Standard

Fiscal Year	   Actual level of     Required level of	     Notes
 		        effort	           effort

2012-2013 …		 $100		   $100		LEA met MOE.	

2013-2014 …		    90		    100		LEA did not meet MOE.	

2014-2015 …                     90		    100		LEA did not meet MOE.  Required level of effort
                                                                              is $100 despite LEA’s failure in 2013-2014.

2015-2016 …		  110	                 100		LEA met MOE.	

2016-2017 ...		  100		    110		LEA did not meet MOE.  Required level of effort 
is $110 because LEA expended $110, and met MOE, in 2015-2016

2017-2018 ...		  …...		    110		Required level of effort is $110, despite LEA’s
failure in 2016-2017.

Example 2: 

Level of Effort Required to Meet MOE Compliance Standard in Year Following Year in Which LEA Did Not Meet MOE Compliance Standard with use of allowed exceptions and adjustment

Fiscal Year	   Actual level of     Required level	   Notes
 		        effort         of effort after
				     exceptions and
         				         adjustment

2012-2013 …		$100		  $100		LEA met MOE.	

2013-2014 …		    90		    100		LEA did not meet MOE.	No exceptions or adj.

2014-2015 …                     90		      85		LEA used allowed exceptions of $15.                                                                                                                         							Reduced required effort to $85 ($100-$15)								LEA met MOE.	

2015-2016 …		  110	                   90		LEA met MOE. Required effort was $90 not $85.	
							
2016-2017 ...	100		    105		LEA used allowed adjustment $5. LEA did not  
					meet MOE.  Required level of effort
was $105. ($110-$5) because LEA expended $110 and met MOE in 2015-2016

2017-2018 ...		  …...		    105		Required level of effort is $105, despite LEA’s
failure in 2016-2017.
Example 3:

Example of How an LEA May Meet the Compliance Standard Using Alternate Methods from Year to Year

				Combination of	Local funds	Combination	
Fiscal Year	Local Funds	 State and local	only on a 	of State and  	Child Count	
		    Only		       funds		per capita	 local funds
							  basis		   on a per	
									capita basis

2015-2016….        *$500	        *$950	   	   *$50	 	     *$95		       10

2016-2017….           400	        	          *950	   	      40	 	       *95		       10

2017-2018….          *500	           900	   	     *50	 	        90		       10

2018-2019….           450	     	           837	   	     *50	 	        93		        9

2019-2020….           495	  	       *1,034	   	      45	 	        94		       11

*LEA met compliance standard using this method.

































Appendix 3: Failure to Maintain Effort – Payback Calculation

Example 1:

How to calculate the amount of an LEA’s failure to meet the Compliance Standard in 2016-2017 and the amount that an SEA must return to the U.S. Department of Education

				Combination of	Local funds	Combination	
Fiscal Year	Local Funds	 State and local	only on a 	of State and  	Child Count	
		    Only		       funds		per capita	 local funds
							  basis		   on a per	
									capita basis

2015-2016….        *$500	        *$950	   	   *$50	 	     *$95		       10

2016-2017….           400	        	           750	   	      40	 	        75		       10

Amount by  	       100	           200	 	   ^100  		      ^200
which the LEA
failed to maintain
its level of expenditures
in 2016-2017


The SEA determines that the amount of the LEA’s failure is $100 using the calculation method that results in the lowest amount of a failure.  The LEA’s liability is the lesser of the four calculated shortfalls or the amount of the LEA’s Part B (sections 611 and 619 combined) sub-grant in the fiscal year in which the LEA failed to meet the compliance standard.  Example shown assumes the LEA’s Part B entitlement for 2016-2017 was $100.00 or more resulting in a payback due to failed MOE compliance of $100.00  


Key:

*LEA met compliance standard using this method (2015-2016).

^The amount of the failure equals the amount of the per capita shortfall times the number of children with disabilities in 2016-2017(10).  For local funds per capita calculation (($50-$40=$10) x 10 (child count) = $100.00).  For state and local funds per capita calculation (($95-$75=$20) x 10 (child count) = $200.00).







Sample MOE Eligibility Test – Accelegrants – IDEA Part B MOE Page 
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	If one or more measures indicates "PASSED", the district has met the MOE test for eligibility of IDEA funding.  If the district has "FAILED" all after adjustment for allowable exceptions, please contact the RIDE grants office to review your districts MOE eligibility calculation.


Sample Compliance Test

In most aspects, the MOE eligibility and compliance tests are the same.  The biggest difference is that the eligibility test shown above compares the most recently completed and available year’s LEA expenditure data to that of the next fiscal year.  Whereas the compliance test compares the most recently completed and available year’s LEA expenditure data to that of the 2nd previous completed fiscal year or the last fiscal year in which the LEA “passed” the compliance test for that specific measure known as the comparison year.
	

















	
	
	
	
	
	

	

	
	
	
	
	
	
	

	

















	
	
	
	
	
	

	
	
	
	
	
	
	


Sample LEA MOE Compliance Test – AcceleGrants – Performance Report 
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Glossary
Definition of Excess Costs

The excess cost requirement mandates how much the LEA must expend in state and local funds before it may begin expending IDEA-B grant funds. The excess cost requirement focuses on per-student spending in special education as compared to per-student spending across all students, whereas the IDEA-B LEA MOE requirement focuses on special education spending in the current year as compared to special education spending in the previous year.
 
Per 34 CFR §300.202(a)(2), IDEA-B funds “Must be used only to pay the excess costs of providing special education and related services to children with disabilities” [emphasis added]. Per 34 CFR §300.16, “Excess costs means those costs that are in excess of the average annual per-student expenditure in an LEA during the preceding school year for an elementary school or secondary school student.” Per 34 CFR, Appendix A to Part 300, “An LEA must spend at least the average annual per student expenditure on the education of an elementary school or secondary school child with a disability before funds under Part B of the Act are used to pay the excess costs of providing special education and related services.” 

Definition of Coordinated Early Intervening Services (CEIS) 

Spending of IDEA-B grant funds on CEIS is related to IDEA-B LEA MOE in that when an LEA is eligible and intends to voluntarily reduce MOE, a voluntary reduction in MOE must be planned for at the same time as any funds are set aside for CEIS. This relationship is further described in the Relationship between Voluntary Reduction of MOE and CEIS section.

CEIS is defined in 34 CFR §300.226(a) as services “for students in kindergarten through grade 12 (with a particular emphasis on students in kindergarten through grade 3) who are not currently identified as needing special education or related services but who need additional academic and behavioral support to succeed in a general education environment.” 

An LEA may use up to 15% of IDEA-B funds received by the LEA for any fiscal year to develop and implement CEIS. In accordance with 34 CFR §300.646, if the LEA is identified with significant proportionality, the LEA is required to reserve the maximum amount of funds (i.e., 15% of the IDEA-B allocation) to serve children in the LEA with CEIS, particularly children in those groups that were over identified. In other words, if the percentage of children of certain racial or ethnic backgrounds who are identified as disabled is significantly greater than the percentage that children of those racial and ethnic backgrounds represent of the LEA’s entire population, the LEA is required to set aside the maximum amount for CEIS, particularly for serving those children.

Definition of LEA MOE 

34 CFR §300.203(a) defines LEA MOE for IDEA-B as follows: “Funds provided to an LEA under Part B of the Act must not be used to reduce the level of expenditures for the education of children with disabilities made by the LEA from local funds below the level of those expenditures for the preceding fiscal year.” 34 CFR §300.203(b) requires RIDE to ensure that the LEA spent (for that purpose) at least the same total or per capita amount of local funds only or the combination of state and local funds. 

In other words, an LEA that accepts IDEA-B funds is required under IDEA-B to expend, for services to students with disabilities, at least an amount equal to 100% of the state and/or local funds it expended on students with disabilities during the previous year. Federal law provides four methods of demonstrating compliance (or “maintaining effort”), as described in the Methods of Determining Compliance section. 
Frequently Asked Questions

The following have been assembled from US Department of Education Materials; this list will be updated with Rhode Island specific questions as received.

1. What is IDEA’s maintenance of effort requirement for LEAs?
IDEA prohibits an LEA from using IDEA funds to reduce the level of local expenditures for special education services below the level for the preceding fiscal year.

2. How does RIDE ensure LEAs meet the MOE requirement?
Annually, as part of the Consolidated Resource Plan application process, each LEA is required to provide RIDE with an assurance that it will meet its MOE requirement. Additionally, RIDE requires its LEAs to complete the IDEA MOE eligibility test page within the consolidated (CRP) application to determine the LEAs eligibility to receive IDEA funding for the next funding year.  After the end of each school fiscal year and all of the LEAs financial data has been audited and finalized including any audit adjustments and final allocation of costs, LEAs must complete the MOE compliance test page in performance reports section of AcceleGrants to determine if the LEA has complied with the MOE requirement based on actual expenditures during the last completed school fiscal year.

3. What is the MOE eligibility test?
In accordance with IDEA 34 CFR §300.203(a), RIDE runs four tests of local special education fiscal effort. Each test compares special education expenditures in the previous year to amounts budgeted for special education in the upcoming school year. The tests compare (i) total state and local funds combined; (ii) total local funds only (iii); per capita state and local funds combined; (iv) per capita local funds only. An LEA can meet the MOE test for IDEA eligibility if it meets just one of the four tests. An LEA is not allowed to submit its application for IDEA funds unless it has passed the eligibility test.

4. What are the provisions permitting reduction of required MOE?
An LEA may reduce its required MOE if the reduction in expenditures is attributable to:

·  The voluntary departure or departure for just cause of special education or related services personnel;
·  A decrease in enrollment of students with disabilities;
·  A student moves out of the LEA’s jurisdiction, graduates, ages out, or no longer needs the high cost special education program.
· The end of costly expenditures for long-term purchases, such as a special education bus or construction of school facilities.
· The assumption of cost by the high cost special education categorical aid program.
· An increase in the IDEA allocation from the previous year (the “50%” rule).
· When reducing its required local effort, an LEA must continue to provide a free appropriate     public education to each student with a disability, including special education and related services based upon the student’s unique needs, as reflected in the IEP. Please note there is a requirement to expend funds freed up through the 50% rule during the fiscal year. There is no requirement to expend funds freed up through the other exceptions.

5. What action will RIDE take if the LEA has not complied with the MOE requirement after the end of the fiscal year?
After the end of the fiscal year, RIDE monitors whether an LEA has complied with the MOE requirement by reviewing each LEAs MOE compliance performance report submission.  RIDE will review data provided by LEAs for accuracy including any exceptions applied during the MOE test.  If an LEA did not comply with the MOE requirement, RIDE is required to pay the U.S. Department of Education an amount equal to the amount of the short-fall in required local fiscal special education effort. RIDE, in turn, will recover that amount from the LEA. The amount cannot be paid with federal funds.

6. When reducing local MOE, may LEAs use more than one of the options available for MOE reduction?
Yes. LEAs may use all of the applicable options to reduce required MOE. These include:
· The voluntary departure or departure for just cause of special education or related services personnel;	
· A decrease in enrollment of students with disabilities;
· A student moves out of the LEA’s jurisdiction, ages out, or no longer needs the high cost special education program.
· The end of costly expenditures for long-term purchases, such as a special education bus or construction of school facilities.
· An increase in the IDEA allocation from the previous year (the “50%” rule).
Applying IDEA MOE exceptions is not an “either/or” situation. All options may be utilized (if applicable) for the reduction of MOE. For example, an LEA is able to reduce its MOE                 obligation by $40,000 due to a staff retirement and $55,000 for a student who required a personal     aide moving out of district, for a total optional MOE reduction amount of $95,000.
If an LEA has allowable exceptions or chooses to use the 50% rule and reduce its MOE obligations,   the LEA will be able to maintain the new reduced MOE amount in subsequent years, until that LEA
increases the level of special education expenditures, using state or local funds, on its own.

7. What is the 50% rule?
This provision permits an eligible LEA that receives an increase in its IDEA flow-through allocation from one fiscal year to the next to reduce its MOE obligation by an amount equal to up to half of the increased amount (50% rule). The locally funded special education costs may be moved to the IDEA grant, freeing up local dollars.

8. Doesn’t the “supplement not supplant” requirement prevent the use of IDEA funds for costs that were supported with local dollars during the previous year?
An LEA may use IDEA funds for a special education cost funded in the previous year with local funds without violating the supplement not supplant requirement, as long as the LEA maintains its total local effort consistent with the MOE requirement.

9. Which LEAs may reduce MOE with the 50% rule?
All LEAs may use the 50% rule, except those designated as having “significant disproportionality.” While some LEAs have been designated as having disproportionate representation, only LEAs currently designated as having “significant disproportionality,” i.e., required to use 15% of their entitlement for coordinated early intervening services, are not eligible to use the 50% rule.

10. Does reducing required MOE using the 50% rule mean an LEA is reducing special education services?
No. When an LEA reduces MOE using the 50% rule, it shifts special education expenditures from local and state funds to IDEA funds, freeing up local and state funds for other uses. The LEA must still provide a free appropriate public education (FAPE) to each student with a disability, including the provision of all services required by the student’s IEP in the least restrictive environment.

11. What effect will using the 50% rule and other provisions for reducing required MOE have on MOE for future years?
If an LEA uses the flexibility available through the 50% rule or other provisions to reduce its MOE
obligation, the LEA will be able to maintain the new reduced MOE amount in subsequent years, until the LEA increases the level of special education expenditures, using state or local funds, on its own.

12. Will a reduction in the amount required for MOE affect an LEA’s IDEA allocation in subsequent years?
No. A reduction in the amount required for MOE will not affect the LEA’s IDEA allocation in
subsequent years.

13. What effect does the voluntary expenditure of funds for CEIS have on reducing required MOE using the 50% rule?
When an LEA’s maximum MOE reduction is less than the amount that may be set aside for CEIS, the maximum MOE reduction is reduced by the amount expended for CEIS. For example, if an LEA has a $100,000 increase in its allocation and expends no funds on CEIS, it may reduce its MOE by up to $50,000. (100,000 x .50 = 50,000) However, if this LEA expends $40,000 on CEIS, it must subtract this amount from the permitted reduction in MOE. Therefore, the LEA may only reduce its required MOE by $10,000 (100,000 x .50 = 50,000 – 40,000 = 10,000).
However, if the maximum MOE reduction permitted is greater than the amount that may be set aside for CEIS, the MOE reduction is capped at the maximum amount that may be set aside for CEIS minus the amount expended on CEIS [34 CFR §300.226 (a)]. Expending IDEA funds on CEIS automatically reduces the LEA’s maximum MOE reduction to the same amount as the maximum that may be set aside for CEIS (15% of the Part B allocation). For example, if an LEA has an $800,000 increase in IDEA funds to a total of $1,700,000, it may reduce MOE by $400,000 if it expends no funds on CEIS. If it expends $10,000 on CEIS, the maximum MOE reduction permitted is $245,000. (1,700,000 x 15% = 255,000-10,000 = 245,000).

14. If an LEA (with significant disproportionality) failed to use the required 15% of IDEA funds for CEIS in the past year, does the expenditure affect the LEA’s calculation of its required MOE for the current year?
No. The calculation of the CEIS set-aside is not affected. However, the LEA must expend the amount it failed to expend on CEIS in the prior year and the set-aside for the current year. The expenditure of the CEIS funds the LEA failed to expend in the prior year does not enter into the LEA’s calculation of its required MOE for the current year.



15 If an LEA fails all four tests, is the only way to meet the MOE requirement through the 50% rule?
No. An LEA that does not meet the MOE eligibility requirement, even with the safety net of the 50% rule, may demonstrate it meets the MOE eligibility requirement by providing RIDE with evidence it meets one or more of the other exceptions. Please note there is only a requirement to expend funds freed up through the 50% rule during the fiscal year. There is no requirement to expend funds freed up through the other exceptions.

16. If an LEA has a $3,000 short-fall in local fiscal effort and RIDE recovers this amount from the LEA, is the LEA’s required local fiscal effort reduced by $3,000 for the next fiscal year?
No. The level of fiscal effort required for the next year is not reduced by the amount recovered by 
RIDE

17. For what purposes can funds freed up with the 50% rule be used?
The IDEA regulations state the freed-up funds must be used to carry out activities that could be
supported under the Elementary and Secondary Education Act (ESEA), regardless of whether the LEA is using funds under the ESEA for those activities. According to the Office of Special Education Programs (OSEP), U.S. Department of Education, this includes any activities allowed under Title I, Impact Aid, and other ESEA programs.
During a technical assistance webinar, OSEP indicated it is not aware of any specific activities that may not be funded. Their advice is based on the latitude LEAs have in expending ESEA Impact Aid. According to information from the Office of Elementary and Secondary Education, U.S. Department of Education, Impact Aid is considered general aid to the recipient school districts; these districts may use the funds in whatever manner they choose in accordance with their local and State requirements. Most recipients use these funds for current expenditures, but recipients may use the funds for other purposes such as capital expenditures School districts use Impact Aid for a wide variety of expenses, including the salaries of teachers and teacher aides; purchasing textbooks, computers, and other equipment; after-school programs and remedial tutoring; advanced placement classes; and special enrichment programs. 

18. Does an LEA have to be eligible for Title I or Impact Aid in order to use the freed-up local funds on these activities?
No. The LEA does not have to be eligible for Title programs or Impact Aid in order to use the freed-up local funds on activities that are allowed under these programs.

19. May local funds freed up under the 50% rule be used to retain staff slated for layoff or contract reduction?
LEAs that move locally-funded special education costs to federal dollars under the 50% rule may use freed-up local funds to retain non-special education staff slated for layoff or contract reduction.

20. Must the LEA already be using ESEA funds to support the activity that freed-up local funds will support?
No. The LEA does not have to be currently using ESEA funds for the activity that will be funded with freed-up local funds.

21. May freed-up funds be used for expenses previously paid by ESEA funds?
Yes. Freed-up funds may be expended for any activity that can be supported with ESEA funds.

22. Must LEAs expend funds freed up through the 50% rule in the same year?
Yes. Local funds freed up using the 50% rule must be expended in the fiscal year of the increased IDEA funding. LEAs may not reduce local effort in prior or subsequent fiscal years based on the increase in the IDEA award for the current fiscal year.

23. May freed-up funds be used to support special education costs?
An LEA could use freed-up funds on special education; however, this, in turn, would not reduce an LEA’s MOE. The MOE is based on an LEA’s aggregated local special education costs.

24. When reporting the departure of special education staff, if the staff person is replaced, does the LEA submit the difference between the retired teacher salary and benefits and the new replacement teacher salary and benefits?
Yes. If the position is replaced, the LEA should enter the net difference between the previous salary and fringe amount and the new salary and fringe amount. If the position it not replaced, the entire salary and fringe amount of the departed staff person may be submitted.

25. The LEA had a Speech/Language teacher leave voluntarily. The LEA replaced the teacher with two part-time staff. How does the LEA account for this as an exception?
If there is a difference between the two part-time staffs’ salary and fringe and the original full-time
position, the LEA should enter the net difference between the full-time salary and fringe and the
combined part-time staff salary and fringe.

26. The LEA has staff who choose to no longer receive health and dental insurance, resulting in cost reductions; or, through contract negotiations it is determined that LEA staff will pay a portion of health care insurance that was previously covered by the LEA, again, resulting in significant cost reductions. Is this an MOE exception?
Based on the IDEA regulations and the statute, and after consulting with the Office of Special Education Programs, the answer to the question is no. There is no exception for this situation. Therefore, when cost savings result from reductions in staff salaries or benefits, a local educational agency must still maintain at least the same level of special education fiscal effort as the previous year. This scenario was raised in 2006 by a commenter when the United States Department of Education published its proposed IDEA regulations for public comment. The commenter suggested changing the proposed regulations to include a provision creating an exception for negotiated reductions in staff salaries or benefits. The U.S. Department of Education rejected the suggestion stating, “Nothing in the Act permits an exception for negotiated reductions in staff salaries or benefits….” (71 Fed. Reg. 46624, August 14, 2006).

27. For the exception “Purchase of Capital Equipment in Prior Year” can the LEA count the purchase of laptops, at a cost of $1,500 each, as capital equipment?
No. For purposes of this exception, the capital purchase must have a per unit cost of more than $5,000.




28. Is an LEA able to take the deduction pursuant to 34 CFR §300.204(a) if the services were provided in the prior year by a special education and related service provider or contractor, and that contractor leaves his or her position by voluntary departure, retirement, or for cause, and now employees of the LEA are providing the same services? 
Example 1 
In 2014-2015 an LEA pays $100,000.00 for the fiscal year to a contractor to provide occupational therapist services. Then that contractor decides to leave the position voluntarily to pursue other personal interests or just decides not to renew the contract. In 2015-2016, instead of contracting for the services the LEA hires an occupational therapist as a full time employee with an annual salary of $50,000.00. 

Example 2 
In 2014-2015, an LEA paid a total of $100,000 for the fiscal year, to a contractor to provide occupational therapist services. In 2015-2016, instead of contracting for the services, the LEA decides to save money on travel and other costs that do not directly relate to a student’s services, and in order to improve the quality of the services being provided to students in the LEA, the LEA hires an occupational therapist as a full time employee with an annual salary of $50,000.00. 
In both cases, may the LEA take the $50,000.00 difference as a qualified reduction in MOE pursuant to §300.204(a)?

In Example 1 above, the LEA may take the $50,000 reduction in MOE because of the voluntary departure of the related service provider. On the other hand, in Example 2, the LEA may not take the reduction in MOE because the related service provider did not depart voluntarily, or for just cause, but rather departed because the LEA decided to terminate the contract with the related service provider as a cost-saving measure. 

29. Is an LEA able to take the deduction pursuant to [34 CFR §] 300.204(a), if the services provided in the prior year were being provided by a full-time employee who leaves his/her position by voluntary departure, retirement, or for just cause, and then the same services are provided by an independent contractor in the following year at a lower cost?
In the situation provided in the question, the employee departed “his/her position by voluntary departure, retirement, or for just cause.” Therefore, based on the information you provided, the LEA may take an MOE reduction based on the difference between the salary paid to the full-time employee and the amount paid to the independent contractor. For example, if the salary paid to the full-time employee was $100,000 and the amount paid to the independent contractor was $50,000, the LEA may take a $50,000 reduction in its MOE obligation. 

30. Is an LEA able to take the deduction pursuant to [34 CFR §] 300.204(a), if the services provided in the prior year were being provided by a contractor and then a less costly contractor provides the same services the following year? 

Example 3 
In 2014-2015 an LEA pays $50,000.00 for the fiscal year to a contractor to provide occupational therapist services. Then that contractor decides to leave the position voluntarily to pursue other personal interests or just decides not to renew the contract. In 2015-2016 the LEA finds another contractor to cover the services but the expenditures for the new contractor are $40,000.00. 
May the LEA take the $10,000.00 difference as a qualified reduction in MOE pursuant to 34 CFR §300.204(a)?
In Example 3, the contractor “voluntarily” departed the position; therefore, the LEA may take the $10,000 reduction in MOE.  If the LEA terminated the contractor in favor of a less costly service option, the LEA would not be able to take the savings generated as a reduction in MOE.  31. Each of the examples provided references a replacement of a ‘departing special education teacher’ but there is no context as to whether the teacher was paid as an employee of the LEA or as a contractor of the LEA. How does OSEP apply the exceptions in 34 CFR §300.204(a) to examples 1-3 above? What is the definition of ‘personnel’ in [34 CFR §] 300.204(a)? 
As noted above, the provision in 34 CFR §300.204(a) refers to the voluntary departure, or departure for just cause of special education and related services personnel. Neither Part B of the IDEA, nor its implementing regulations, define special education or related services personnel. An LEA may take the reduction under 34 CFR §300.204(a) for the voluntary departure, or departure for just cause of a special education teacher or related service provider, regardless of whether the special education teacher or related services provider is an employee of the public agency or an independent contractor. 

32.  For clarification of “just cause” in 34 CFR §300.204(a). Specifically, “How would ‘just cause’ be defined in the case of a breach or material breach of contract of a contractor? And also, “How would ‘just cause’ be defined in the case of an occurrence of a violation of a contract by a contractor?” 
Neither Part B of the IDEA, nor its implementing regulations, defines “just cause.” In prior guidance, the Department has stated that departure “for just cause” is usually related to some kind of disciplinary dismissal. “Just cause” is a legal term that must be defined consistent with State law. With respect to an employee of a public agency, a termination for “just cause” would generally occur when an employer makes a factual determination that the employee’s performance or conduct warranted the termination of the employee. With respect to an independent contractor, a termination for “just cause” would generally occur when the contractor fails to meet the terms of the contract.
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