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House Bill 06-1375 established the Colorado Special Education Fiscal Advisory 
Committee, by amending Article 20 of title 22, Colorado Revised Statutes.  As specified 
in 22-20-114.5, the committee was appointed by the State Board of Education on 
September 14, 2006.  Membership is as follows: 
 
1. State Director for Student Support Services in the Department 

Dr. Ed Steinberg, Assistant Commissioner, Student Support Services 
2. State Director for Grants Fiscal Management in the Department 

Charm Paulmeno, Director of Student Support Services 
3. A Special Education Director from a Board of Cooperative Services (BOCS) 

Sharon Davarn, Executive Director, Uncompahgre BOCS 
4. A business official from a small rural administrative unit  

Karen Strackbein, Assistant Superintendent, Summit County School District 
5. A business official from a large urban or suburban administrative unit 

Velma Rose, Chief Financial Officer, Denver Public Schools 
6. Eight special education specialists with appropriate statewide geographic 

representation. 
• Debi Blackwell, Director of Special Services and Federal Programs, Canon City 

School District 
• Randy Boyer, Executive/Special Education Director, San Juan BOCES 
• Sharon Davarn, Executive/Special Education Director, Uncompahgre BOCS 
• Tamara Durbin, Director of Special Education, Northeast Colorado BOCES 
• Lucinda Hundley, Assistant Superintendent of Student Support Services, Littleton 

Public Schools 
• Troy Lange, Director of Special Education, Mountain BOCES 
• Karen Pielin, Director of Special Education, Thompson School District 
• Dr. Carolena Steen, Director of Special Education, Cheyenne Mountain School 

District 
 
Between December, 2006, and November, 2007, the committee met a total of eleven 
times.  The work of the committee consisted of: 
 

1. Developing priorities and a process for applying for reimbursement for high-cost 
special education out-of-district children  (22-20-114.5 (3));  

2. Developing approval criteria for administrative units to access the high-cost pool 
and an allocation formula to assess district impact; 

3. Reviewing administrative unit high-cost applications; 
4. Recommending allocations to the State Board regarding administrative unit 

applications for the first year; 
5. Developing the statutorily required report (22-20-114.5 (4)); and 
6. Making recommendations regarding the future funding of special education     

(22-20-114.5 (5)).  
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AAnnaallyyssiiss  ooff  SSppeecciiaall  EEdduuccaattiioonn  DDaattaa    
 
Pursuant to 22-20-114.5 (4), the department is required to provide the following data to 
the committee: 
 
1. The extent to which the amount of special education funding appropriated for 

educational orphans, Tier A and Tier B was distributed based on the needs of 
children with disabilities and the severity of the needs of such children (Appendix A); 

2. The number of children with disabilities who received special education services 
from each administrative unit and the nature of the disability (Appendix B); 

3. The patterns of identifying children with disabilities that include recognized incidence 
rates of over- and under-identification of children with disabilities at the 
administrative unit, state and national levels (Appendices B, C, D and E); 

4. The number of hours of special education services that each administrative unit 
provides disaggregated by disability; and  

5. The percentage of the school day during which children with disabilities receive 
special education services from the administrative unit disaggregated by disability.  

 
Based on analysis of the above data, the committee made the following observations. 
 
Tier A and Tier B Funding 
 
1. Tier A 

• $1,250 per identified Special Education child 
• Dollar amount dictated by statute and remains unchanged 
• Relatively stable Tier A child count 

 
2. Tier B 

• $6,000 supplement for a limited percentage of eligible students 
• 22.3% of Tier A children qualify for Tier B 
• The following disability areas are eligible for Tier B funding: 

o Vision, Hearing, Deaf/Blind, Significant Identifiable Emotional Disability, 
Autism, Traumatic Brain Injury, Multiple Disabilities, and Significant 
Limited Intellectual Capacity. 

• Relatively stable Tier B child count 
 
Flat funding for Tier A has not kept up with the increase in cost of services, causing 
administrative units to shoulder the majority of costs for Tier A children.  Because of the 
flat funding formula for Tier A at $1,250 per child and a relatively stable Tier A child 
count, the bulk of the annual special education funding increase appropriated has been 
allocated to fund a higher percentage of Tier B each year. 
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Hours and Percent of Time for Special Education Services by Disability 
 
1. These data requirements were added by House Bill 1375 in 2006.  Due to limitations 

of the Department of Education’s previous data collection system, a new system is 
being developed to collect this information. 

2. When the committee receives the data from the department, there may be additional 
recommendations which might result in an addendum to this report by February 15, 
2008. 

 
Local, State, and National Incidence Rates 
 
The ECEA statute requires the committee to look at patterns of incidence rates of over- 
and under- identification of children with disabilities. 
 
1. There is a noticeable difference in the total percentage of children identified for 

special education in Colorado compared to the national average.  When comparing 
the most recent national data available, Colorado has the lowest total percentage of 
children with disabilities identified compared to the data in the other 49 states and 
DC (Appendix E).   

2. While the total number of children in Tier A remains relatively stable, the number of 
children in the state identified as having Specific Learning Disabilities continues to 
decrease and remains well below the national average.   In contrast, the number of 
children identified as having Speech and Language Impairments or Physical 
Disabilities is increasing in Colorado. 

Tier B 
     

Year # of Children 
Eligible 

Eligible 
Children 
Funded* 

% 
Funded* 

2005-06 18,361 980 5.3% 
2006-07 18,496 1,596 8.6% 
2007-08 18,520 2,198 11.8% 

* Funded at $6,000.00 each 



 
Colora do De par tme nt  o f  Educa t ion  

4

3. While the total number of children in Tier B remains relatively stable, the number of 
children in the state identified as having Significant Identifiable Emotional Disabilities 
continues to decrease and is close to the national average.  Colorado is following 
the national trend in increases of the number of children identified with Autism 
(Appendices C and D). 

 
High-Cost - Out of District (Tier C) 
 
As provided in Section 22-20-114.5, and beginning with the 2006-07 budget year, the 
General Assembly appropriated $2 million to fund grants to administrative units for 
reimbursement of high costs incurred in providing special education services in the 
preceding budget year.  The amount allocated is indicated as Tier C funding and is in 
addition to the amount received by the administrative unit for Tier A and Tier B. 
 
The committee adopted the following values to guide the decision making process: 
 

• It is essential to communicate to the administrative units that high-cost 
reimbursements are awarded on an annual basis and fluctuate depending on the 
applications received for that year. 

• No information will be requested from administrative units that the Department 
already collects. 

• Allowable costs should include only those incurred for the individual child, related 
to special education services, and not general education and/or special 
education costs that would otherwise already be incurred by the administrative 
unit. 

• Applications should be reimbursed at 100% of expenditures minus revenues until 
money runs out in order to honor the legislative intent of meaningful 
reimbursement. 
 

The committee defined a child in Tier C as any child with a disability, having an 
Individualized Education Plan (IEP), whose services cost more than the defined 
threshold,  and the intensity of special education services and fiscal impact on the total 
district expenditures must differ significantly in the costs for other special education 
children in that administrative unit.     
 
In order to collect data, the committee developed an application form to be submitted for 
each high-cost child along with a process for review.  Applications were distributed, in 
the spring of 2007, to the Special Education Director and Business Official of each 
administrative unit.   
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The committee adopted the following approval criteria for the first year (Appendix F): 
 
1. Applications were only approved for Out-of-District placed children. 
2. To be deemed a high-cost child, the audited expenditures for the individual child 

must have exceeded $40,000.  Such allowable expenditures included: tuition, 
special education salaries and benefits, transportation, and other documented costs 
associated with the out-of-district placement.  Expenditures that were not allowed 
included staff development, associated legal fees, general education costs, 
administrative costs, and indirect costs.   

3. The amount eligible for reimbursement was the audited expenditures reduced by the 
applicable revenues (ECEA, IDEA, PPOR, and transportation). 

4. Applications for the high cost pool were submitted for 47 children from 12 
administrative units.   

5. Applications for individual children were ranked according to the fiscal impact to the 
district.  This was calculated by determining each individual child’s percentage of 
high-cost expense relative to the overall district expenditures.   The applications 
were reimbursed according to the rank order until funding was depleted.  As a result, 
not all administrative units were fully reimbursed due to rankings of individual 
children’s applications in relation to impact on overall district expenditures. 
 
• 10 administrative units received funding for 30 children 
• 29 applications were fully funded (62%) 
• 1 application was partially funded due to availability of funds (2%) 
• 17 applications were not funded based on limited availability of funds (36%) 

 
 

Administrative Units Receiving Tier C Funding and Amount Received 

Administrative Unit Allowable Cost 

Reimbursable Cost 
Allowable cost (-) 

revenues Payment 
    

Adams 1, Mapleton  $ 46,478.00  $ 37,417.00   $ 37,417.00 
Adams 12, Northglenn  $ 348,518.00  $ 296,226.00   $ 276,605.00 
Adams 14, Commerce City  $ 292,327.00  $ 245,684.00   $ 245,684.00 
Adams 50, Westminster  $ 246,641.00  $ 218,388.00   $ 218,388.00 
Arapahoe 1, Englewood  $ 70,825.00  $ 61,988.00   $ 61,988.00 
Arapahoe 5, Cherry Creek  $ 508,230.00  $ 438,776.00   $ 358,758.00 
Arapahoe 6, Littleton  $ 302,549.00  $ 268,743.00   $ 268,743.00 
Boulder RE1, Longmont  $ 68,266.00  $ 59,575.00   $ 59,575.00 
Denver 1, Denver  $ 887,063.00  $ 784,987.00   $ 299,920.00 
El Paso 20, Academy  $ 39,330.74  $ 30,977.77   $ 0.00 
Jefferson R-1  $ 180,203.92  $ 154,393.21   $ 0.00 
Larimer R-2J, Loveland  $ 188,921.00  $ 172,922.00   $ 172,922.00 
    

TOTAL     $ 2,000,000 
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6. As a result of this process, the committee identified the following lessons learned: 
 

• At the state and administrative unit level, the department needs to have regular 
oversight of allowable facility costs and assurance that services and costs are 
relevant to an individual student’s IEP. 

• Applications for the high-cost pool need to have a uniform method and consistent 
interpretation to calculate costs for analysis of fiscal impact on the administrative 
unit and consideration of allowable costs for reimbursement. 

• Applications for the high-cost pool need to have a thorough explanation of the 
financial impact on the administrative unit.  

 
High-Cost - In District 
 
Out-of-district options for intensive need, high-cost children are generally more 
accessible in larger, urban areas.  Typically, rural districts must create in-district service 
options for serving these children. 
 
At the time of the initial high-cost pool appropriation, accurate data regarding the 
financial impact of high-cost in-district children were not available.  Subsequent to 
approval of the initial high-cost out-of-district applications, the committee has gathered 
data related to the financial impact of high-cost in-district children. 
 
The committee conducted a statewide survey of costs to districts to serve high cost 
students in-district.  The survey was completed in October 2007, with a 66% response 
rate, representing a cross section of the state, including rural, urban, large and small 
districts. Districts were asked to report all special education students, whose costs are 
at least $15,000, believing that this cut point represented a substantial cost burden to 
school districts.   
 
The survey response represented 917 students, costing a total of $23,162,158.08 to 
their districts.  The reported costs represent a low of $15,028.00 to a high of 
$98,039.29.  The committee’s preliminary analysis of the survey results indicated that 
the majority of these high cost students are Tier B eligible, validating the concept of 
differentiated funding for Tier A and Tier B students.  Further, it is clear that these high 
cost students in Tier B create an individual cost burden to districts that is greater than 
the available revenue from all sources (PPOR, ECEA Tier A and Tier B, and IDEA). 
 
After analysis, the committee determined that an appropriate threshold would be 
$25,000 per individual student, prior to deduction of revenues.  Specific to out-of-district 
students, $40,000 per student is still deemed a substantial fiscal impact to an individual 
school district.  The results of this analysis have led to recommendations in the next 
section, requesting additional Tier C funding for high cost in-district students.  The 
committee recognizes that, by creating this $25,000 threshold, cost increases and 
resulting financial impact are not being adequately addressed  in all districts and in 
particular, rural districts. Therefore, the committee is recommending in the section to 
follow that the funding for Tier A and Tier B students be increased. 
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Educational Orphans 
 
An educational orphan is defined as a child whose parental rights have been 
relinquished by the parents or have been terminated by the court, the parents of whom 
are incarcerated, the parents of whom cannot be located, and the parents of whom 
reside out of state but the Department of Human Services has placed the child within 
the administrative unit or who is legally emancipated, (State Statute 22-20-114 
(1)(a)(I)(B)).   
 
1. For the 2005-06 school year, 14 administrative units received funding under this part 

for 123 children.  The total cost eligible for reimbursement was $946,119.  
Administrative units received 52.8% of those costs based on the $500,000 
appropriation from educational orphan funding alone.   

2. For the 2006-07 school year, 16 administrative units received funding under this part 
for 143 children.  The total cost eligible for reimbursement was $969,580.  
Administrative units received 51.6% of those costs based on the $500,000 
appropriation from educational orphan funding alone.  

 
In addition to the educational orphans funding, administrative units also receive an 
additional $1,250 Tier A funding per child.  Most of these children have disabilities 
eligible for Tier B funding, and potentially received additional funding under Tier B.   
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RReeccoommmmeennddaattiioonnss    
 
Pursuant to 22-20-114.5(4), the committee is to recommend changes, if any, to the 
manner of distributing funds to administrative units for educational orphans and Tier A 
programs.  In addition, the committee is to recommend changes, if any, to the 
categorization of children with disabilities for Tier A and Tier B children for the purpose 
of distributing funds. 
 
Tier A and Tier B Funding 
 
1. At a minimum, increase the per pupil amount for Tier A and Tier B by the same 

percentage as the total ECEA allocation is increased. 
2. Seek additional funding for Tier B so that a greater percentage of eligible students 

could be funded. 
3. At this time, the committee does not recommend changes to the categories of 

disabilities eligible for Tier B funding.   
4. Use the 2007-08 Special Education End of Year Report to further study the data 

regarding intensity of special education services, disaggregated by disability 
categories, to determine recommendations for any changes to the Tier B funding 
formula.  

 
High-Cost – Out-of-District (Tier C) 
 
1. Retain the definition outlined above for high-cost Tier C children. 
2. Consider increasing the appropriation for Tier C at the same rate that total state 

ECEA funding is increased each year. 
 
High-Cost – In-District 
 
1. Increase Tier C funding by $2 million of new funds to offset costs for high cost in-

district students, based on the same criteria and formula as determined for out-of-
district high costs students. 

2. For the first year, establish $25,000 as the threshold for applications. 
 
Educational Orphans 
 
The percentage of reimbursed costs for educational orphans is larger than the 
percentage of funding for both Tier A and Tier B.  Due to this and the small number of 
educational orphans and administrative units that have educational orphans, the 
committee recommends no changes be made to the $500,000 allocation or the 
distribution of the allocations. 
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CClloossiinngg  RReemmaarrkkss    
 
The committee appreciates the opportunity to assist with this important funding issue 
specific to serving children with disabilities.  The committee believes that the out-of-
district high cost appropriation (Tier C) is a critical step toward meeting the needs of 
districts that are financially impacted by serving high cost children.  We commend the 
General Assembly for its leadership in recognizing this critical need. 
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Special Education Membership Through Age 21, 
Colorado, 2005-06 
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Special Education Membership and Percent 
of Total Student Membership 

Colorado, 2001 - 2005 
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AAPPPPEENNDDIIXX  DD 
 
 
 
 
 
 

Special Education 5-Year State Trend 
Individual Disabilities 
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Percentage of Population (Ages 6-21) 
Colorado and National Average Trends 
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2005-06 High Cost Application for Individual Student 
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