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Today, we will be discussing a requirement we don’t talk about very much but about which there seems to be many questions.  It should be helpful to discuss this requirement.  There will be handouts available as part of the presentation and you can print them off for reference.  We’re going to look closely at excess cost, and clarify some of the confusing issues around this topic.
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 Major Points to Remember:
 To calculate excess costs:

 Multiply the average per pupil expenditure (APPE) 
from the immediate prior year

 By the December 1 child count for the current year 
– the year to which the excess cost applies

 Be sure to include all Federal, State, and 
local funds in the total expenditures and 
back out only the Federal, State, and local 
funds indicated in the formula

 You MUST calculate separately for 
elementary school students and secondary 
school students
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The major points indicated on this slide result from the common misunderstandings we have encountered over the past year in questioning States about the excess cost calculation.  If you need further information or technical assistance, please contact your audit facilitator or recovery act facilitator.  We recognize the importance of this requirement and want to provide support in ensuring that this requirement is correctly implemented.




Excess Costs
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We’re going to break down excess cost into a puzzle and look at the components and implications of the various pieces.
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Subpart F:  What are the administrative 
responsibilities of the subgrantee?

 34 CFR §76.700 – Compliance with 
statutes, regulations, and 
applications

 34 CFR §76.731 – Records related 
to compliance
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The regulations that apply to “grantees” in the Education Department General Administrative Regulations, or EDGAR, also apply to “subgrantees,” which are generally LEAs.  EDGAR requires that the subgrantees receiving Federal funds from the grantee, comply with all statutes, regulations and applications that implement program requirements and that the subgrantees maintain records related to that compliance.  One of the program requirements under the Individuals with Disabilities Education Act, or the I-D-E-A, is excess cost.

Having said that, we’re going to start through the I-D-E-A regulations governing LEA excess cost.  




PART B EXCESS COST
IDEA

IDEA funds may only be used 
to pay the excess costs of 
providing special education 
and related services for 
children with disabilities

See 34 CFR §300.202(a)(2)
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This “excess cost” requirement is fundamental to the funding of special education and related services, so let’s take a look at what is meant by the term “excess costs.”





PART B EXCESS COST
DEFINITION

What are excess costs?
 Costs in excess of the average 

annual per-pupil expenditure (APPE) 
in an LEA during the preceding 
school year

See 34 CFR §300.16 
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An LEA must spend at least a minimum average amount on the education of elementary school or secondary school children with disabilities before funds under Part B are used to pay what are then the excess costs of providing special education and related services.  We read this provision to mean that the LEA must be able to demonstrate that it expended the total A-P-P-E for the education of children with disabilities during that fiscal year, in addition to the Part B funds it received – regardless of when during the year the Part B funds are spent.  We are not looking at whether the Part B funds were spent before or after the LEA met the excess cost requirements – only whether, at the end of the year, the LEA has met the excess cost requirement.




PART B EXCESS COST
DEFINITION

 Excess costs must be 
computed separately for 
elementary school students 
and secondary school students

See 34 CFR §300.16 
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Section 602(8) of the I-D-E-A and section 300.16 of the Part B regulations require the LEA to compute the minimum average amount SEPARATELY for children with disabilities in its elementary schools and for children with disabilities in its secondary schools.  Therefore, LEAs MAY NOT compute the minimum average amount it must spend on the education of children with disabilities based on a combination of the enrollments in its elementary schools and secondary schools.

In 2008, OSEP issued correspondence that addresses the requirement that LEAs conduct separate computations when determining excess costs.  OSEP’s Letter to Plagata-Neubauer, dated April 8, 2008, is one of the handouts posted for today’s call.





PART B EXCESS COST
CALCULATION

How does the LEA calculate the APPE for 
elementary students?
 Determine total expenditures for 

elementary school students from all 
sources – local, State and Federal

 Deduct from that total any capital 
outlay and debt service expenditures 
that are applicable to elementary 
schools
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The SEA has a general supervisory responsibility to ensure that LEAs are meeting the excess cost requirement.  Let’s walk through the steps involved in computing excess costs.  We’ve provided a handout that is based on Appendix A of the regulations and you might find it helpful to follow along on that handout as we walk through the steps.  

In our example we’re going to calculate the average per pupil expenditure for ELEMENTARY students for the 2012-2013 school year.  

First, in paragraph A of the Appendix A example, the LEA must determine the total amount of its expenditures for elementary school students from ALL sources – local, State and Federal (including Part B funds, Title I funds, all other ESEA grants, etc.) in the preceding school year.  If we are computing the amount for the upcoming 2012-2013 school year, the preceding school year is 2011-2012.  The calculation includes the total amount spent the last year for elementary school students, including children with disabilities.

The second step, in paragraph a of Appendix A, requires that the LEA subtract the amount of capital outlay and debt expenditures.  

Capital outlay means expenditures for the acquisition of capital assets, such as equipment, buildings and land or expenditures to make improvement to capital assets that materially increase their value or useful life.  The capital outlay and debt services expenditures are excluded from the total amount of State, local and Federal funds expended for elementary school students, including children with disabilities. 
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CALCULATION

How does the LEA calculate the APPE for 
elementary students (continued)?

 Deduct Federal funds expended for 
IDEA Part B, Part A of Title I and 
Parts A and B of Title III

 Deduct State and local funds 
expended for programs under IDEA 
Part B, Part A of Title I and  Parts A 
and B of Title III
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Next, the LEA must subtract from the total expenditures, the amount actually spent in the preceding year (but not funds that were carried over) for the programs shown on this slide and listed on the handout.  Note that you do NOT deduct other Federal grant funds that you might have received and included in the total amount expended, such as Teacher Quality Grants, Technology Grants, Migrant Education Grants, etc.  Neither would you deduct State and local funds expended for these types of services.





PART B EXCESS COST
CALCULATION

How does the LEA calculate the APPE for 
elementary students (continued)?

 Determine the APPE for elementary students 
from the immediate prior year by dividing the 
amount from the previous slide by the 
average number of students (including 
students with disabilities) enrolled in the 
elementary schools in the LEA during the 
preceding year (2011-2012)
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PART B EXCESS COST
CALCULATION

How does the LEA calculate the total minimum 
amount of funds it must spend for the education of 
its elementary students with disabilities to meet the 
excess cost requirement in the 2012-2013 school 
year?

 Multiply the number of children with disabilities in 
the LEA’s elementary schools in the current year’s 
child count (the year to which the excess cost 
applies, i.e., December 1, 2012) by the APPE 
determined for elementary students for the previous 
year (e.g., 2011-2012)
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The result is the minimum amount of State and local funds that an LEA must have spent on the education of its elementary school children with disabilities to meet the excess cost requirement in the 2012-2013 school year.
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ESTIMATING

 For planning purposes, an LEA may choose to 
estimate the total minimum amount of funds it 
must spend for the education of children with 
disabilities enrolled in its elementary schools 
(e.g., if needed as part of the LEA’s application 
for Federal Part B funds) 

 Simplest estimation is to use the previous year’s 
aggregated APPE (APPE x child count)
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.  It is often useful to have an estimate of what must be expended – possibly in order to provide an estimate as part of the LEA’s application for Federal funds, to be able to make an assurance that the LEA will meet the excess cost requirement, or perhaps for the purposes of preparing budgets for the Board of Education.  Depending on the point in time when the estimate is being made, the LEA could use the previous year’s aggregated per pupil expenditure to estimate the amount of funds it must spend to meet the excess cost requirement.



PART B EXCESS COST

 Prevents an LEA from using Part B 
funds to pay for all of the costs of 
educating a child with a disability

 Except for children with disabilities 
aged 3, 4, 5, 18, 19, 20, or 21, if no 
local or State funds are available to 
provide education to children 
without disabilities of these ages
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In our discussion and the example in your handout, we’ve focused on calculations of the LEA’s elementary schools.  As stated earlier, the LEA must also do a separate calculation, following the same steps, to determine the amount of excess costs for its secondary school students.

We start with the premise that LEAs must spend the average per pupil expenditure for all children, including children with disabilities.  

I-D-E-A’s excess cost requirement prevents an LEA from using Part B funds to pay ALL of the costs directly attributable to the education of children with disabilities, with the exceptions noted in this slide.  

The regulations at 34 C-F-R section 300.202(b) permit an LEA to use Part B funds to pay for all of the costs directly attributable to the education of a child with a disability aged 3, 4, 5, 18, 19, 20, or 21 if no local or State funds are available to provide for the education of children WITHOUT disabilities of those same ages.  In such cases, the LEA must comply with the nonsupplanting and other requirements of Part B in providing the education and services for these children.

Now we’ll discuss the CrEAG.
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CrEAG
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Critical Element Fiscal Systems (FS) - 1: 
Does the State have procedures that are 
reasonably designed to ensure that funds are            

distributed in accordance with 
Federal requirements? 
How does the State ensure that its 
LEAs/ESAs expend IDEA funds only 
for the excess costs of providing 

special education and related services to 
eligible children with disabilities? 

CrEAG

Excess 
Costs

EDGAR
& IDEA
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You can see in this slide how excess cost is an area that has been reviewed as part of the OSEP verification process component of OSEP’s Continuous Improvement Visits and where it fits into the CrEAG – the Critical Elements Analysis Guide - document.  During the verification process, OSEP’s fiscal monitoring during the remainder of 2012, we will be looking at facets of the State’s fiscal system, including what mechanisms the State uses to ensure that excess cost requirements are being met in its LEAs.  A State’s inability to ensure that LEAs meet the excess cost requirement may result in OSEP findings that require corrective action on the part of the State and/or recovery of funds from the SEA if LEAs have failed to meet the excess cost requirement.




 Added to Compliance 
Supplement in March 2010

 Grant Award Implications

 Failure to meet excess
cost requirement could
result in the State 
recovering funds from 
the LEA

AUGUST 2012PART B EXCESS COST

15

OMB
A-87

OMB A-133
&

Compliance 
Supplement

CrEAG

Excess 
Costs

EDGAR
& IDEA
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At this time, there is no direct relationship between OMB Circulars A-87 and excess cost.  There IS a relationship between OMB Circular A-133 and excess cost.  OSEP recommended the inclusion of excess cost in the Compliance Supplement and it was included in the Supplement published in March 2010.  Additionally, because excess cost is a requirement of Part B, an LEA’s failure to assure that it will meet the excess cost requirement could jeopardize its eligibility to receive a subgrant under the I-D-E-A.  And an LEA found to have not met excess costs may be required to repay funds to the SEA.  Of course, as we’ve seen from the CrEAG and our discussion of the excess cost requirement, the SEA has a general supervisory responsibility to ensure that LEAs are meeting the excess cost requirement.  OSEP has heard from some States and LEAs that entities are NOT necessarily making separate calculations for elementary and secondary students.  Additionally, OSEP has heard that some States are not determining that LEAs meet the excess cost requirement.




PART B EXCESS COST
RISK ASSESSMENT AND 
INTERNAL CONTROLS

Control activities:
 Preventative

 Deters risk from being realized

 Detective
 Determines if risk could be realized

 Corrective
 Detects if risk has been realized 

and reacts
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We’ve emphasized in our previous webinars that risk assessment and internal controls are central to sound integrated fiscal accountability.  LEAs should constantly be assessing their risk with regard to excess cost, and establish strong internal controls for dealing with identified threats – whether it is impending economic difficulty, statewide reductions, or problems with methods of calculating excess cost.  Knowing what must be included – or excluded – and ensuring that individuals understand the I-D-E-A excess cost requirement is critical, both to obtaining an accurate calculation of excess cost and in ensuring that I-D-E-A funds are used only for defraying excess costs of special education and related services for eligible children with disabilities.
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 Major Points to Remember:
 To calculate excess costs:

 Multiply the average per pupil expenditure (APPE) 
from the immediate prior year

 By the December 1 child count for the current year 
– the year to which the excess cost applies

 Be sure to include all Federal, State, and 
local funds in the total expenditures and 
back out only the Federal, State, and local 
funds indicated in the formula

 You MUST calculate separately for 
elementary school students and secondary 
school students
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The major points indicated on this slide result from the common misunderstandings we have encountered over the past year in questioning States about the excess cost calculation.  If you need further information or technical assistance, please contact your audit facilitator or recovery act facilitator.  We recognize the importance of this requirement and want to provide support in ensuring that this requirement is correctly implemented.
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Team A (Jones):
Lisa Pagano:  202-245-7413 Lisa.Pagano@ed.gov
Matthew Schneer:  202-245-6755 Matthew.Schneer@ed.gov

Team B (Gregorian):
Charles Kniseley:  202-245-7322 Charles.Kniseley@ed.gov
Daniel Schrier:  202-245-6552 Daniel.Schreier@ed.gov

Team C (McPherson):
Debra Jennings:  202-245-7389 Debra.Jennings@ed.gov

Team D (Ringer):
Lynne Fairfax:  202-245-7337 Lynne.Fairfax@ed.gov
Diana Chang:  202-245-6061 Diana.Chang@ed.gov
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