M.O.R.E.

Board of Education Functions Subcommittee

MEETING MINUTES

Friday, April 12, 2013

9:30 A.M. in LOB Room 1D

Those Present:
Rep. Ryan, Brian Anderson, Gary Buzzell, Leo Canty, Tom Frattaroli, Jim Vigue, Conor Casey, Kachina Walsh-Weaver, Rep. Cook, Rep. D’Agostino, Rep. Grogins, Craig Edmondson, Rep. Lopes, Rep. Maroney, Rep. Srinivasan, Lon Seidman, Sheila McKay
Those Absent:

Gayle Weinstein, Matt Knickerbocker, Paul Formica, Don Stein, Chris Wilson, Patrice McCarthy, Jennifer Herz, Vin Loffredo, Carol Clifford, Patrice Walters, Rich Carmelich, David Lenihan, Rep. Alexander, Rep. Ayala, Rep. Carpino, Rep. Davis, Rep. Fleischmann, Rep. Johnson, Rep. McGee, Rep. Morris
The meeting was called to order at 9:37am.
Leo Canty and Lon Seidman moved and seconded approval of April 5, 2013 minutes.
Presentation and open forum with:

George Rafael, Senior Government Finance Analyst

CT Conference of Municipalities

[see .pdf on website: “Education Finance in Connecticut: Overreliance on the Property Tax”]
The working group began asking questions of George Rafael.

Rep. Kevin Ryan asked about Pequot grant – why is $135 the chosen amount for full funding, even though it has not been.  Is it adjustable or formula-based?  
Rafael answered that it is a formula based on population, community income, and state-owned PILOT. A fully funded formula would be $135 million. Some components have a specific dollar amount.

Rep. Mike D’Agostino asked if CCM has recommendations specific to the ECS formula.
Rafael replied that on the ECS Task Force they addressed poverty recommendations, removal of English language learners, and putting the state guaranteed wealth level back at 2 (final recommendation at 1.75).  The task force also made recommendations on special education, like reducing the threshold from 4.5 to 2.5 or breaking out severe needs from moderate needs.
[The ECS recommendations are posted to the website under “Task Force to Study State Education Funding Final Report”.]

Rep. D’Agostino: noticed that they tweaked the formula a bit after the task force’s report but there is room to do more.  
Rafael said that there are recommendations in the back of CCM’s public policy report.

[see pages 21-22 of CCM Public Policy Report “Education Finance in Connecticut: Overreliance on the Property Tax”]

Rep. D’Agostino disagreed on the minimum budget requirement. If the threshold were to be removed, certain towns would maintain education funding, while other towns would go below the threshold and wouldn’t pay for education through their direct taxation.  Education would suffer and the state would have to send more money to that town. Thus he supported MBR because if towns don’t fund appropriately then the funding requirement would be incumbent upon the state.  He did appreciate where CCM is coming from on a municipal perspective.  

Rafael played devil’s advocate, giving an example of a district that is performing and meeting outcomes.  As long as outcomes are being achieved then maybe there could be more flexibility in finding cost savings.  Some high performing districts actually receive very little in ECS.  Perhaps the state should offer to fully fund their amount to 50%. Rafael understands the reason MBR is there, but when state portion isn’t there it puts the onus on municipalities, and that gives them concern.  They also support shifting the burden of proof on special education.
Conor Casey asked if any other states CCM is looking at have more equitable models.  For example 60% of Vermont’s system is income tax and 40% is property tax.

CCM’s understanding of Vermont is that there have been some problematic issues with their funding formulas.  Rhode Island tweaked their formula recently too.  Adequacy and equity in education funding has come to forefront – in Colorado, New Jersey, and Texas there have been lawsuits over what an adequate education looks like and how it should be funded.  They are looking at other state models, such as with independent taxing authorities.  Connecticut has no county government and limited regional schools – this is a complex area with varied political feasibilities, so they are not sure if anyone has the right answer.

Leo Canty asserted that policymakers tend to be focused very much on 1- and 2-year budget-related time spans, but wondered how much future-casting CCM is doing.  Many say Connecticut’s property tax structure is very solid.  Florida lost 2/3 of its grand list in the recession though so there is some element of instability.  Municipalities’ method of revenue collection is to build buildings and then tax them, so they are overextending their ground space.  Office space is trending out due to outsourcing and telecommuting, thus losing potential revenue for a hot item. A few years ago Connecticut had the highest per capita retail space in the country, but retail is losing its physical footprint too.  Manufacturing is less available too.  While the aftereffect of the recession is hard, Canty feels the need to forecast more on the budgetary out years.  Thirty-five years ago there was talk about 50/50 education funding, however the only time it may have been achieved was 1986.  Part of the M.O.R.E. Commission’s charge is to chart where to get to and how.  There is a big practicality on finding more revenue sources to rely on than just the property tax.  Canty asked how much CCM is looking at future trends.
Rafael said CCM is looking at this a bit and discussing it, agreeing on Canty’s point on property trends as they relate to revenue. The residential versus nonresidential property tax burden is a critical issue.  The residential price decreases in recent years had a significant impact on the property tax mix.  It then shifts to being generated from commercial, industrial and other nonresidential properties, but as Canty said, the shift has changed the collection mix.  As revaluations took place there was a concern that Connecticut was shifting property taxes from residents to businesses, and now there is a concern it is getting shifted the other way.  If the commercial space is not there, the burden must shift somewhere.
Canty was hoping that the subcommittee and overall commission gets enough out of this issue to be able to develop a vision of where the state should be years down the road.  The subcommittee cannot develop a plan or create action steps unless it knows where it wants to go.  Canty is all in favor of equalizing and balancing revenue sources. 
Seidman has a small town with population decline within his regional district. They were able to reduce below zero and then had to dial it back due to MBR.  He asked if districts are regionalizing, then could they perhaps be exempt from MBR.  He also asked if CCM is seeing promising practices for sharing services on regionalization.
CCM sees horizontal cooperation between different parts of town government, such as municipal and education cost centers collaborating on grounds maintenance or building maintenance. They also see vertical cooperation, between two or more separate towns.  For example, two boards of education could combine their IT operations.  They would love to see incentive grants to provide planning funding.  There is a regional performance incentive grant of about $9 million.  This sort of funding would help small municipalities and it is currently in existence.  Maintenance and back office operations probably represent the low hanging fruit and they are seeing some municipalities do that.
Presentation and open forum with Brian Mahoney, Chief Financial Officer for State Department of Education
Mahoney addressed concepts and figures around small district education expenditures.  
The motivation for PA 12-116, AAC Education Reform, was probably CAPPS’ NextEd report.  One recommendation was to perhaps reduce number of school districts.  In the final version of the governor’s bill, there are some definitions that don’t seem to go anywhere.  There are also some disincentives through monetary punishments to regional school districts.  

The report mandated by PA 12-116 was due on January 1 but it has been extended as their working group completes it.
PA 12-116 frames the expenditure numbers seen in Mahoney’s handout.

Not only are there 166 school districts but 7 different types of configurations.  The predominant one is K-12, but some only operate K-6 or K-8, which then have a regional middle or high school.  Some K-6 or K-8 don’t have a regional middle school but instead send students to surrounding towns.  From a governance perspective, a K-12 district controls its activities and the Board of Education is made up of its own residents.  In a regional district, the town has membership on the regional board but it’s proportional to number of students sent to region.  
From governance perspective, you control K-12 activities; regional district is the next kind of representative entity    Then in a regional high school – when schools send students they do not have representation on the recipient school’s board.  It takes much effort to become a regional district, but it takes even more to dissociate from or dissolve that regional district. 

There are two cooperative arrangements: one is East Lyme and Salem (Salem send HS students to East Lyme).  The other regards the Essex district.
Exhibits D and E are primary measures on educational expenditures.
Average Daily Membership represents students a district is fiscally responsible for. A district may be sending to private special education, another district or a magnet school but they are still paying.  Extra weighting is provided in the Open Choice program, for operation of a tuition-free summer school, or for going beyond the 180 day school year.
Under PA 12-116, “small town” is ADM under 1000.

The other measure of students is enrollment, which refers to the students in available seats.  Union - for example – has ADM of 103 but enrollment of 71.  They are fiscally responsible for their high school students and count as ADM, but only count for 71 students.

Exhibit F:

Expenditures are summarized on several levels.  There are about 54,000 students in each decile.  On per pupil expenditures, concentrate on deciles 1 and 2 to reflect small districts.
Exhibit G:

Socio-economic statistics get melded together to come up with DRGs.  

Exhibit H:

There is no perfect expenditure statistic for education, but net current expenditures per pupil is the most commonly used.  NCEP is statutorily defined, and has been around since late 1970s so it has year-to-year value.  NCEP tries to get at in-building expenditures.  Transportation, mandated transportation, and debt service are not included in NCEP.  

The concern, when looking at these numbers, is because these towns are so small and there may not be an economy of scale – is there something limiting their ability to provide education due to their size?

For most statistics, these small towns will exceed the state average, but they won’t be the highest spending towns.
Exhibits I, J:
Objects and functions.

Mahoney was not judging whether there are issues with small districts, he was there to present data.  Small towns don’t seem to be outside of the norm, whether outspending or underspending anybody else.  They are in top half, but not at the cusp.  Individual towns may be anomalies, indicating something unique happening in a particular year.
Exhibit J:
Had the most concern for people when developing original legislation.  Because towns are so small and they don’t get economies of scale, are there instructional programs suffering? Would administration or transportation take away from the ability to provide instruction?  They still have to have a principal, a superintendent…On instructional programs they are outspending state average, but you’d think they would underspend.  General administration is superintendent and central office staff.  If there’s only one school in town it does get a little skewed.

Exhibit K:
Special education and transportation

Mandated home-to-school transportation.  There is nothing out of the norm on special education, whether on small districts or deciles.  Individual small towns like Union are spending more on transportation than special education, but they are probably the only district that is doing that.  What with only transporting 100 students, they probably do not have many special education students.  Small towns as a group do not appear to have anomalies on expenditures.

Exhibit L:
State/local/federal shares

State average: 65% local 29% state on average.  This takes what school districts spend and breaks out expenditures.  There are items state contributes that do not show up here:
 $0.5 million in teachers’ retirement, $150 technical high school system, operating 2 or 3 state school systems.
Big picture: 52.6% is the local share, 41% is the state share.  Small towns as a group get less help from state and feds, and more is put on locals.  
Generally, small towns are not poorest towns and unlike large school districts do not have large pockets of poverty and English language acquisition.
Exhibit M:

Ratios 

Nothing extraordinary when looking at small towns relative to the rest of the state.
Exhibit N:
Class size

Open forum with Brian Mahoney.
Rep. Ryan asked when SDE expects the draft committee report to be finished. 

Mahoney responded that it should be done early-to-mid May.  
Seidman brought up the two 10-158 districts, and whether they are considered LEAs, or reporting through local districts.  They are sharing so many costs that it’s been throwing off per student figures.  He asked if Mahoney knows of any other districts using the statute.    

Mahoney confirmed that there are only two configurations and they have both been around for about 5 years.  The real motivation, in one case, was in securing an extra state percentage in construction funding.  East Lyme was constructing a high school, and hosted Salem students.  

Rep. Ryan asked regarding one of his towns, which spends 25% on special education. Is it comparable to cities?

Mahoney figured most cities are around 24%.  The Department has worked with cities to bring the identification rates down.  
Rep. D’Agostino’s jurisdiction has an $80 million budget and spends close to 25-30% on special education, so the share is massive.  He followed up regarding a district that employed 10-158 in school construction, asking whether they were already in a collaborative agreement prior to the construction. 
Mahoney replied that East Lyme needed to do a major addition to their high school, while Salem needed to send their high school students somewhere.  It’s not as cumbersome as forming a region.  So they formed collaborative and then submitted school construction application afterwards.
Rep D’Agostino brought up a recent New York Times article about how New York special education providers were grossly inflating the figures they charged.  He asked what auditing the state does on private providers and what oversight exists on them.
Mahoney said there are a number of providers who represent probably 2/3 of students being served. Under single cost accounting, originally put in for DCF, providers are made subject to a strict daily rate based upon geographic area and expenditures. Many years ago it got applied across the board.  Most students are in facilities subject to the cap. Most facilities think rates are too low because they are subject to the daily basis spending cap.  Also, auditors are required to sample excess cost students and trace the bills.  If they are unhappy with the small district sample size, they can expand it. 

Rep. D’Agostino had trouble squaring that with what he hears from local officials regarding costs that are going up faster than other facilities.
Mahoney clarified that a good 1/3 of students are not in those facilities.  

Rep D’agostino asked if the oversight actions should occur more often than once over 5 years, recognizing the constraint of staff availability. He suggested expanding state oversight of all private providers, figuring funding 2 extra auditors would create long term savings inuring to the benefit of all the towns.  He also wanted Mahoney to discuss the disincentives he saw in PA 12-116.  
Mahoney mentioned definition 4 in PA 12-116 regarding “small district reduction percentage”.  In the original bill 2 or 3 years from now if you meet the first condition and you are over by 10% of state average, it applies a 10% reduction to your ECS at first, and then ratchets the reduction up.  The legislature backed off to make it a study.  
Walsh-Weaver wanted to speak to Rep. D’Agostino’s comment.  CCM and the small school districts study had agreement that there should be no disincentives for not consolidating.  The bulk of the work involved adding in historical information to come to that conclusion.  Technical assistance is needed for jointly or internally finding efficiencies.  Finding time to think outside the box of a heavy workday isn’t always possible given everyone’s agenda.  Technical assistance grants would help towns examine what will work for them and what won’t. 
Mahoney said there was $100,000 in the budget for technical assistance grants, though it was subjected to a 5% rescission.  SDE got 18 applications for technical assistance grants.  In terms of creating efficiencies and what it could do to MBR, there can’t be a disincentive for district to save money by removing money from budget. 
Canty asked if anything has been done to carve up the state into certain districts and see what the costs might be.  We are relying a lot on municipal cooperation being voluntary but there doesn’t seem to be many volunteers.  If there’s a $10 billion price tag and 10% gets saved, he is not sure what model could produce that.  A $2 billion contribution to municipalities may lower mill rates by 25%, but it would help to see a study on that to verify the assumption.  There may be fewer administrative costs and bussing costs be offset.  This gets back to goal of asking where we’d like to be in the future.
Mahoney said the closest thing so far may pertain to RESCs.  Instituting a uniform school calendar would go a long way.  Transportation is always a big ticket item. 
Canty discussed the barriers that town lines can represent, when schools are geographically proximate to student populations in other jurisdictions.  States incorporated more recently than Connecticut could have an easier time developing critical mass on service structures, starting from scratch and developing regional models.  He has not seen models though for developing service provision around more regional structures and thinks it could be very informative.  
Rep. Srinivasan figured that an auditor could look at a number but make an assumption that a check or balance was in place prior to audit, for example to ensure a $50,000 service gets provided.  Is there a spot where slippage could occur? 

Mahoney affirmed that school districts are bearing a major cost share so it is in their best interest to control fraud.  An auditor will see student there for 170 days and run with that assumption, not thinking the costs should be less or more.  They would pick a 3% sample and if they are satisfied they wouldn’t examine other the other 97%.
Seidman recommended looking into the newspaper archives from the period of time around regional high school reforms.  They found that a baby boom caused small towns without the means for new school construction to jump at state incentives to regionalize.  As 10-158 is written, Essex’s economy of scale could get redistributed to other towns because of population differentials, essentially causing a tax increase with no accompanying increase in services.  With special education, the 5 schools in the district have to report out 5 different ways to SDE.  Seidman wondered if SDE views any impediments on the reporting angle.  
Mahoney knows there are volumes of statutes and rules on reporting. However 10-158 is intended to be very streamlined and not as ironclad as a regional district.  Salem has no voice in its partnership with East Lyme since they have no seat at the regional Board of Education.  If they were to become a school district then they would effectively become a regional district. 
Seidman recalled setting up Essex’s regional district so that each board has a voice, given that they are all sharing in the expense.  Internally it is very streamlined and efficient but it is difficult to be made compatible with reporting on archaic law.
Mahoney sees an easing of reporting – being contingent on finding regional efficiencies - not outside the realm of possibility.

Rep. D’Agostino expressed interest in seeing a list of unregulated private providers – those that are in current use under single cost accounting.  He sees the regulatory landscape as being lacking. 
Mahoney sees the maximum daily rate at $120/day on the low end and $140/day at the high end. The cost does not include transportation. 
Rep. D’Agostino knows towns are paying tuition to providers but senses a “black box” of information.  There may be out of state providers students get sent to. A district could say “we’re paying $300,000/year for 3 kids” but yet the operating budget does not get more granular than that.  

Mahoney recalled the ECS task force, on which there was a special education working group.  He thinks that they recommended stronger oversight.  

Rep. D’Agostino pivoted to regional provision of services.  Bearing in mind the existence of RESCs, there is also the idea of giving incentives to districts to regionalize themselves.  He asked if the state would be opposed to an idea like a dedicated special education pre-K magnet. Typically construction is higher than the typical reimbursement of 60% - it used to be around 90%, last year it was lowered to 80%.  Rep. D’Agostino asked Mahoney if SDE would be open to the concept of pure special education services getting provisioned and sold to neighboring towns.
Mahoney was aware of some state reluctance to create solely special education environments, based on “least restrictive environment” policy goals.  
Craig Edmonson said the questions could be asked in the SDE special education unit to take a temperature on the idea.
Rep. D’Agostino asked if there was any difference from a purely financial standpoint. 
Mahoney said that both magnets and special education institutions are at 80% reimbursement. The issue really is with creation of restrictive environments.  SDE has been reluctant to approve new special education facilities because they tend to be restrictive.  However there is room for discussion.
Rep. Cook noted how in other states they have special education school districts and open doors to less restrictive environment.  A student would be in mainstreamed class for part of a day and a special district for the remainder.  She was struggling with fact Connecticut can’t move to territory other states have successfully been in for the last 30-40 years.  The policy goal is not necessarily about labeling restrictive environments, it’s about what is best for the child.  There is a huge cost savings in regionalizing those services alone.  Litchfield County for example has one or two designated schools for special education that cover one area.  She referenced creating a state-overseen special education school district (somewhat like the vo-tech system) and taking the burdens off local municipalities.  There would not have to be 150 separate special education districts. Missouri is a very big state and has been doing this for a long time.

Rep. D’Agostino agreed that the hurdle is the least restrictive environment issue. If the child doesn’t need to be there the full day, then they must be back at their main district. He suggested that this is already the case with RESCs.  The question is not of Connecticut’s ability to change the policy but its will to do so.
Cook observed the ownership stakes districts have in their autonomy. Districts don’t want to regionalize because there may exist neighboring populations the town does not want.  However if policymakers could get out of their own way then there could be huge cost savings. 
Mahoney gave perspective by mentioning the $139 million SDE gives for excess cost, which would be $180 million if it was uncapped.  For purposes of maintenance of effort…..20% of ECS would be $400 million under a $2 million grant.  With those two grants alone SDE is paying close to $600 million. 
Tom Frattaroli brought up a utilization study in Tolland where some of these components would come into play.  They are reducing their insurance costs due to collaborative effort, and examining school combinations. One school Tolland closed and suggested as a magnet became untenable to due transportation distance and costs.
Mahoney recalled CCM’s statement that districts are looking for some state support to firm up their ideas.  With 18 applications SDE was only able to fund 5.  With $0.5 million SDE would have been able to fund them all.
Rep. Ryan came back to the question of where the group wants to be in a few weeks’ time.  There will be a presentation by various bus transportation companies that will hopefully be moved up to make room for late month firming up of suggestions.  Some items tend to recur, such as school transportation, common calendar and MBR.  The group may meet on an upcoming Monday like April 22nd.   

Rep. Ryan suggested distribution of the list of recommendations compiled thus far.  The next meeting will be Friday, April 19th at 9:30am in LOB Room 1C.  

The meeting was adjourned 11:19 A.M.  
Prepared by:

Matt Macunas & Katie Lanzarotto, Administrators
M.O.R.E. Board of Education Functions Subcommittee

1

