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Included in Congress’ recent Continuing Resolution through November 18
th

 is a provision 

attached to “advanced funding” under which both Title I and IDEA received only a portion of 

funds in July for the current school year.  The remaining, larger amount, to go out sometime after 

October 1, must be recalculated downward by 1.5 percent.  The first-time use of this budget 

rescission “gimmick,” which is a concession to the GOP leadership, will likely have a much 

greater impact on IDEA funding and expenditures immediately than on Title I, especially in 

those districts with waivers to carry over more than 15 percent of last year’s regular Title I 

funding to this school year -- by our estimate, about $3 billion.  The USED letter sent to all 

districts receiving Title I and IDEA funding created “jitters” among district-level Federal 

program directors.  It also added credibility to predictions by some observers that, if the 12-

member Congressional Super Committee does not meet the $1.2-1.5 trillion budget reduction 

goal by November 23, another rescission (or so-called sequestration) could create additional 

uncertainties recording possible cuts of up to 6-7 percent in January 2013.  Budget uncertainty 

tends to create market paralysis in niche markets, unless funding “cushions” exist.   

 

The impact on Title I programs should be less immediate in LEAs which took advantage of 

waivers provided to SEA’s and, in turn, to districts to carry over more than the 15 percent 

limitation of carryover funds from last year to this year; virtually all SEAs took advantage of 

such waivers six to eight months ago.  The $3 billion or more carry-over could provide a cushion 

to soften the impact of the unexpected 1.5 percent rescission. 

 

The impact on special education funding and expenditures on products and services will likely be 

much greater and more immediate, especially in districts confronted with maintenance of effort 

(MOE) problems.  In addition to not being able to carry over unspent IDEA funds from one year 

to the next, districts which took advantage of the IDEA Section 613 local adjustment option over 

the last two years are going to be particularly vulnerable.  A September 2011 General 
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Accountability Office (GAO) report estimated that more than 25 percent of LEAs took 

advantage of the Section 613 option which allowed districts to use up to 50 percent of their 

IDEA funding increase resulting from the two-year $11 billion IDEA ARRA component to 

“free-up” that amount of local funds previously used to pay for special education programs.  The 

GAO report estimated that 15 percent of those districts, as well as more than ten percent of all 

districts, will have trouble meeting MOE requirements for school year 2011 and 2012.  Districts 

which failed to meet local MOE requirements run the risk of having future Federal IDEA 

allocations reduced, which will now be compounded by the additional 1.5 percent rescission.   

Two years ago, we recommended that firms target districts which took advantage of Section 613 

to free up local funds for purchases of products and services that were not allowed under IDEA, 

but cautioned that future district purchases through IDEA funds could be hampered by MOE 

requirements.  As a result of the immediate 1.5 percent rescission, firms are cautioned not to 

target these districts, especially where maintenance of effort requirements are a problem.  The 

situation in the IDEA special education niche market could change if USED approves more SEA 

waiver requests to “loosen up” maintenance of effort requirements.  Thus far, however, 

according to GAO, of the 11 waiver requests by seven states, less than half have been approved. 

 

The bottom line is that, currently, Title I programs should continue to be the priority focus 

among Federal programs for most TechMIS subscribers, especially in light of the unexpected 1.5 

percent rescission in the current Continuing Resolution.  The situation could change depending 

on the action or inaction on the part of the Super Committee with possible sequestrations being 

passed later this year for implementation in January 2013.  We will continue to keep subscribers 

abreast of developments in this area. 


