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Introduction
The Board of Education for the Lakewood School District (LSD) has engaged me to assess New
Jersey’s school funding framework with a focus on Lakewood’s unique student demographics
and the framework’s fiscal impact on the administration and operation of special education.
I have blended my 46 years of unique experiences as the chief specialized services officer for
the Chicago Public Schools, attorney and division director for the Office for Civil Rights (US
Department of Education) and special educator to become a national consultant, author,
presenter, and evaluator. Independently and with various organizations, such as the Council of
the Great City Schools and the Urban Special Education Leadership Collaborative, I have
conducted systemic reviews of public school districts to assess and improve support for special
education, as well as for students with low achievement.
These activities have taken place in some 30 states and the District of Columbia, and has
involved more than 60 school districts and 5 state educational agencies. As part of these
activities, I have drafted standard operating procedure manuals for multi-tiered system of
supports and special education practices for more than 10 school districts. Also, I have shared
my knowledge of the Individuals with Disabilities Education Act (IDEA), Section 504 of the
Rehabilitation Act, and the Americans with Disabilities Act, along with related issues at nearly
100 national, state, and local conferences.
I have authored or co-authored numerous periodicals and publications, including:
ESSA and IDEA Assessment and Accountability Rules Made Simple (LRP Publications); Online
Guide to RTI-Based LD Identification Toolkit and Cautions When Using an RTI-Based SLD
Identification Process (National Center for Learning Disabilities); Common Core State Standards
and Diverse Urban Students; Using Multi-Tiered Systems of Support (Council of the Great City
Schools); Disproportionality in Special Education: Identifying Where and Why Overidentification
of Students Occurs (LRP Publications); and When OCR [i.e., U.S. Department of Education’s
Office for Civil Rights] Comes Calling: An Insider’s Guide to Handling Disability Complaint
Investigations and Compliance Reviews (LRP Publications).
In addition to testifying before Congressional and Illinois legislative committees, I participated
in the preparation of U.S. Supreme Court Amicus Curiae briefs for the Council of Great City
Schools in Endrew F. v Douglas County School District (2017); Board of Education of the City
School District of the City of New York v Tom F. (2007), and in Forest Grove School District v TA
(2009). As an expert witness or consultant, I have supported both parent plaintiffs and school
districts in 10 special education federal class actions or systemic cases.
Based on my personal experience and knowledge, I have neither observed nor heard about any
school district having the distinctive demographic characteristics of the Lakewood School
District, which have led to the fiscally severe consequences of a state school funding scheme
that was not designed with Lakewood’s characteristics in mind.
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Methodology
During the weeks of December 4-12, 2017, I spent six days visiting the Lakewood School
District. During that time, I reviewed 27 student records, interviewed the district’s
superintendent, special education supervisor, related services supervisor, Lakewood Early
Childhood Center supervisor, preschool special education coordinator, and various business
and finance administrators. I also visited four NJ approved private schools for students with
disabilities (Bnos Yaakov, The Center, School for Children with Hidden Intelligence, and
Lehmann School & Technical Education Center) and three public schools (Lakewood Early
Childhood Center, Oak Street School, and Spruce Street Elementary School). During these visits,
I observed classes and interacted with school administrators and staff members. In addition, I
reviewed multiple district documents related to the state financing issue, and analyzed data
pertaining to LSD demographics that I requested and the district provided. Finally, I read
relevant state and other documents on the Internet that provided additional context to the
special education finance story in Lakewood, and discussed relevant issues with LSD’s state
monitor, Michael Azzara.
This report is organized by the following major subjects:


Overview of NJ’s school funding framework



Unique nature of Lakewood, New Jersey



NJ’s school funding framework disproportionately and adversely impacts LSD



NJ’s special education funding design is not aligned with Lakewood



Conclusion

A list of abbreviations contained in this document is provided at the end of this report.
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Overview of New Jersey’s School Funding Framework
New Jersey’s funding framework for public education has undergone various changes since
1997 when the New Jersey State Supreme Court found that relevant provisions of 1996’s
Comprehensive Educational Improvement and Financing Act (CEIFA) was unconstitutional as
applied to Abbott school districts.1 These districts and schools, which were found to have high
concentrations of poverty, received an interim remedy of “parity aid,” or an amount equal to
the average regular education per pupil expenditures in the state’s wealthiest districts. The NJ
Department of Education continued to calculate the CEIFA formula from fiscal years 1998
through 2002. Thereafter, the Department distributed funding based on district demographics
and other characteristics existing in FY 2002. Since that time, significant demographic shifts
occurred that were not accounted for or reflected in the distribution of state aid, and 49% of
low income students lived outside of Abbott districts by 2006. At that time, the Department of
Education recognized the need to fund districts based on actual community characteristics, and
made a commitment to develop a new formula that could be applied equitably to all school
districts. This need was also based on funding districts based on academic standards that satisfy
constitutional requirements regardless of where the child resides, and on the characteristics of
the student population and up-to-date measures of the individual district’s ability to pay.
LSD’s Efforts to Have Unique Needs Addressed in NJ’s Funding Reform Initiative
According to Lakewood’s position paper of November 12, 2008, representatives from Lakewood
Public Schools and the Lakewood Township met with the Commissioner of Education and senior
officials on January 23, 2004 to discuss CEIFA’s funding framework. Armed with two reports
prepared by Lakewood consultants, the representatives explained that the wealth calculation
component that drove NJ’s core curriculum standards aid formula did not anticipate
Lakewood’s unique circumstances.
Determination of “Wealth” under CEIFA
In the past under CEIFA, New Jersey determined a municipality’s “wealth” by using a public
school (or resident) enrollment-based formula. In most municipalities across the country and in
New Jersey, public school enrollment far outnumbers nonpublic school enrollment, and has a
percentage that approximates the households and taxpayers in the local district. For example,
in 2002, LSDs public school resident enrollment numbered 5,232, but the township’s population
was 60,352.2 By comparison, the 28 other NJ municipalities with a population exceeding 50,000
had an average resident enrollment percentage that was nearly twice (15.52%) the size of
Lakewood’s (8.67%).3

1

Information in this section is based on A Formula for Success: All Children, All Communities, New Jersey
Department of Education, December 2007, retrieved from
http://nj.gov/education/sff/reports/AllChildrenAllCommunities.pdf; Abbott v. Burke,149 NJ145, 177 (1997)
(“Abbott IV”).
2
Based on 2000 census report.
3
For all New Jersey districts other than Lakewood, the resident enrollment constituted 16.23% of the state’s
population.
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By comparison, the 28 other NJ municipalities with a population exceeding 50,000 had an
average resident enrollment percentage that was nearly twice (15.52%) the size of Lakewood’s
(8.67%).4 As a result, when assessing Lakewood’s wealth when compared only to public school
enrollment (rather than all students in the community) Lakewood’s so-called wealth is
disproportionately large compared to the 28 large municipalities.5
At the time of the November 2008 Lakewood/Department of Education meeting, the
Department of Education was working on a new school funding proposal. While officials
acknowledged Lakewood’s unique demographics, they indicated that they preferred to address
the district’s concerns “administratively” rather than amend CEIFA legislatively. Instead, “… the
Lakewood School District received “Christmas tree” funding to partially address the
unanticipated negative consequence of the wealth formula in FY 2004-2005 through FY 20072008.”6
New Jersey School Funding Reform Act
The NJ Assembly enacted a new school funding law, the School Funding Reform Act (SFRA) of
2008 for the 2008-09 school year. The goal was to advance equity across the state by providing
more resources to higher poverty school districts to ensure that all students have the
opportunity to meet the state’s academic standards, and to provide a “thorough and efficient
education.” The basic components include 1) the adequacy budget; and 2) local share. If the
local share is LESS THAN the adequacy budget calculation, then 3) the state provides
equalization aid to fund the gap. State equalization aid is provided to school districts to fund
the difference between their adequacy budget and local share calculations.
Adequacy Budget - Local Share = Equalization Aid
The components are explained below.
Adequacy Budget
Under SFRA, an “adequacy budget” is calculated for each school district to determine its
necessary funding level to provide for every district student a “thorough and efficient
education.” The calculation is based on inputs (projected weighted resident public school
enrollments and per pupil cost factors) necessary to provide a high-quality education. This
calculation specifically addresses the supplemental needs of at-risk students, those with limited
English proficiency (LEP), and 2/3 the weighted cost factor for students receiving special
education.
The adequacy budget calculation begins with a “base per pupil amount (BPA),” which assesses
the cost for educating one elementary school student without considering any additional

4

For all New Jersey districts other than Lakewood, the resident enrollment constituted 16.23% of the state’s
population.
5
School District Lakewood Position Paper on State Aid, Melvin L. Wyns School, Finance Consultant for the
Lakewood Township Board of Education, November 12, 2008.
6
Id.
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factors. The BPA includes such factors as teacher salaries, costs of supplies, the rate of inflation,
etc. Weights are applied for each student in middle school (1.04), high school (1.16), and
vocational-technical schools (1.26). Also, weights are provided for at risk students. The weights
increase based on sets of percentages for students in each category, and they cap at 40% with a
weight of 0.57. Finally, a weight (0.50) is applied for each student with limited English
proficiency (LEP) unless that student qualifies also for the at-risk category. In that case, the LEP
risk is reduced to 0.125.
a. The sum of each student’s weight(s) is multiplied by the BPA.
b. The product of “a” is added to two-thirds of the district’s special education cost (as
discussed below).
c. The product of “b” is multiplied by a geographic cost adjustment that factors in the cost of
living for the county in which that district is located. This number is the district’s adequacy
budget.
Other factors such as high costs of special education and transportation costs are covered by an
extraordinary aid component, which is separate from the adequacy budget and is discussed
further below.
Local Share
Once the Adequacy Budget is established the district’s ability to pay is determined by
calculating a district’s local share. The local share is based 50% on local property values and
50% on local income and a uniformly applied property value rate and income rate.
Local hare = (Equalized Valuation x Property Valuation Rate
x 50%) + (Income x Income Rate x 50%)
Equalization Aid
State equalization aid is provided to school districts to fund the gap between their adequacy
budget and local share calculations.
Equalization Aid = Adequacy Budget - Local Share
If a district’s adequacy budget calculation is smaller than or the same as the local share
calculation, the state provides no equalization aid.
Categorical Grants
Transportation, security, and 1/3 weighted special education costs are provided as categorical
grants that are funded directly from the state, without local contribution.
Cap on Annual State Aid Growth
The SFRA also caps annual state aid growth. The “state aid growth limit” is 10% in the case of a
district spending above adequacy and 20% in the case of a district spending below adequacy.
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Special Education Aid
The information below explains calculations for special education aid, which are applied
through the adequacy budget measure, special education categorical aid, and extraordinary
special education costs.
Background
Prior to the SRFA, in addition to providing funding based on special education costs associated
with educating students with extraordinary needs, New Jersey used a weighting system based
on four tiers of service intensity, and the number of students in each tier. Funding for each of
these tiers had not changed since 2002.
In 2003, the Center for Special Education Finance (CSEF) reviewed the state’s special education
expenditures and in its report estimated that New Jersey’s average special education spending
per student was about 40% higher than the nation’s average spending. After reviewing a
sample of student records, the CSEF found that 30% of them included the wrong funding tier
identified. CSEF’s director recommended that the state adopt a “census” method as a viable
alternative for funding special education. Under the method discussed, there would be one
blended cost factor for all classifications, instead of CEIFA’s cost factors for each of four tiers of
service intensity. CSEF reported that the census-based method was used by 10 other states,
including California, Massachusetts, and Pennsylvania. Also, CSEF’s director testified to the
2007 Joint Legislative Committee on Public School Funding Reform that “[t]he census-based
method is currently used by the federal government for special education [i.e., under the
Individuals with Disabilities Education Act (IDEA)].” (Emphasis added.)7
The NJ Department of Education chose to follow this census methodology approach (in addition
to extraordinary aid). In its 2006 report, A Formula for Success: All Children, All Communities,
the Department cited what it considered to be several significant advantages of this approach,
when accompanied by funding equalization. The Department asserted that this framework:


Accounts for the full statewide cost of special education, and – by equalizing for wealth a
portion of the aid – directs more aid to less wealthy districts. The Department asserted that
this approach would minimize the “crowding out effect” where districts are forced to use
general education funds to comply with special education mandates, which can result in the
elimination of general education programs and services.



Provides for a predictable level of special education funding for districts.



Assumes an equal distribution of disabilities throughout the state, reducing any incentive to
inaccurately report students receiving special education.



Is easy for the state and districts to administer.

7

A Formula for Success: All Children, All Communities (2007), at page 15.
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IDEA’s Funding Framework
Prior to the passage of the 1997 amendments to IDEA, federal funds were distributed on a
“child count” basis, i.e., the number of students with individualized education programs (IEPs)
receiving services on a specified date. This type of funding formula has been criticized by some
as providing an incentive for over-identifying children for special education services.
As discussed above, the CSEF director testified that the federal government uses a censusbased measure for allocating special education IDEA funds. However, this testimony was
seriously misleading. Part B of IDEA, which was reauthorized in 1997 (prior to the director’s
testimony), did change the funding distribution methodology for states and local education
agencies (LEAs). This methodology is explained below.
Base/Hold Harmless Allocation. LEAs receive the same amount of funds it would have received
for FY 1999 as a base allocation. This grandfathered “hold harmless” foundation is based on the
actual number of students with disabilities receiving special education on a specified date.
Congressional appropriation of Federal funds exceeding the FY 1999 aggregate amount are
distributed based on two criteria:
a. 85% is allocated on each LEA’s relative share of the population within the age range served

by IDEA, i.e., all children/youth with ages 3 through 21 years attending any school in the
boundaries served by the school district. This allocation is considerably different from New
Jersey’s district student enrollment census.
b. 15% is allocated based on the LEA’s relative share of the population in “a” living in poverty.

Each school districts must use a share of the IDEA grant matching the proportionate percentage
of students with a disability who are placed by their parents in a nonpublic school located
within their boundaries. Based on a menu of services, these students have a service plan rather
than an IEP, and they are not entitled to the full expanse of IEP services designed to provide a
free appropriate public education.
To provide a context for the Federal methodology, Part B IDEA fund appropriations increased
from some $4.9 billion in FY 1999 to the current $13 billion. Thus, some $8 billion is distributed
using the broader population methodology. Had Congress adopted New Jersey’s methodology,
LSD’s grant would be based on the nation’s 13% special education rate (about 812 students),
rather than the municipality’s much larger IDEA-aged population (about 35,414 students).
SFRA’s Census-Based Special Education Calculation
Under the SFRA’s census-based formula, for 2017-18 the statewide classification rate for special
education is considered to be 14.92% (which has been static for several years). For
speech/language services, the rate is calculated at 1.63%. Each district’s special education grant
is calculated by multiplying the resident public school enrollment number by two average costs
exceeding the base per pupil amount associated with: 1) providing special education; and 2)
speech therapy to a student. These two average costs are $17,085, and $1,162, respectively.
These two products are added together. Two-thirds of this sum is folded into the adequacy
budget calculation. The remaining one-third, after applying the geographic cost adjustment,
becomes each district’s special education categorical aid.
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Currently, students receiving special education/related services is the only group of students
with costs that are not related to their specific enrollment count under SFRA. As discussed
above, funds for the student groups of LEP and at-risk are based on their count (not census) and
associated weight.
As NJ special education costs have increased, categorical special education aid has decreased
under SFRA This result is primarily due to the portion of special education costs that are now
funded through equalization aid. Figures in exhibit 1 show that between 2007-08 and 2014-15,
special education categorical aid fell by $161 million, total aid grew by $662 million, and
equalization aid (for districts that receive it) grew by $2,822 billion.
Exhibit 1. Total Aid, Equalization Aid, and Special Education Aid (2007-08 to 2014-15)
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Extraordinary Aid for Special Education
The state also provides categorical aid to compensate school districts for students with
excessive (or extraordinary) special education costs. Extraordinary special education costs are
those that exceed $40,000 for in/out-of-district public school services and $55,000 for private
school services (pursuant to IEPs). Extraordinary costs reimbursed at a 90% rate for in-district
services; and at a lower 75% rate for out-of-district placements (public and private).8 As
discussed below, each year the state has prorated extraordinary aid to equal the arbitrary
amount allocated in the annual State Appropriations Act. Over the last three school years,
districts received only 58.785%, 55,526% and 56.75% respectively, of the statutory amount.

Unique Nature of Lakewood, New Jersey
It is impossible to understand the impact of NJ’s school funding methodology on LSD without
understanding the distinctive nature of Lakewood Township, including its unparalleled rapid
growth and unique demographics.
Between 1900 and 1950, the Lakewood population increased from 3,094 to 8,502 people (a
difference of 5,408). With the founding of the Beth Medrash Govoha yeshiva in 1943, and its

8

Retrieved from http://www.nj.gov/education/specialed/memos/071417Aid.pdf.
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rapid growth to become the largest yeshiva in the US, the Lakewood’s population increased
almost tenfold (10,809 to 100,758) during the next 76 years (1950 to 2016). Since 2000, the
township’s population increased by 40,406 individuals, or 40%. As of 2016, it was the sixth town
in New Jersey to exceed a population of 100,000.9 By comparison, from 2000 to 2016, New
Jersey’s population increased by only 6.3%. (See exhibit 2.)
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Exhibit 2. Lakewood Population Growth Between 1900 and 2016

2,055 961 1,759 633 2,3075,2119,21313,236,58415,3032,497,915

Race/Ethnicity
The demographics of Lakewood is different from the state as a whole. In 2015, 59% of New
Jersey’s population was white, compared to Lakewood’s 79% (up 6 percentage points from
2000, in major part due to the continuing growth of the Orthodox community). The state’s
Hispanic population of 17% is the same for Lakewood, which increased 2 percentage points
from 2015. For various reasons, Lakewood’s black community has decreased significantly from
12% in 2000 to 4% in 2015.10 (See exhibit 3)
Exhibit 3. Racial/Ethnic Percentages for Lakewood (2000-2015) and New Jersey (2015)
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9

10 Ways Lakewood is Unlike Anywhere Else in NJ - August 3, 2017, updated September 28, 2017; by Stephen
Sirling, NJ Advance Media for NJ.com, retrieved from
http://www.nj.com/ocean/index.ssf/2017/08/11_ways_lakewood_is_like_nowhere_else_in_nj.html#incart_river_
home_pop.
10
Id., and New Jersey data from Statistical Atlas, retrieved from https://statisticalatlas.com/state/NewJersey/Race-and-Ethnicity.
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Birth Rate and School-Aged Students
Lakewood’s birth rate is also much different from New Jersey and the nation. The state’s birth
rate is at its lowest level in more than 50 years. By comparison, Lakewood’s 45 births per 1,000
people in 2015 is 5% of its population. Niger Africa has the highest 2015 worldwide national
rate, yet the country’s 49 births per 1,000 people is only four points higher than Lakewood’s.
The township’s birth rate is more than four times higher than the rate of New Jersey and the
nation combined, and more than double the next highest NJ municipality. Furthermore, more
than 32% of Lakewood’s population is under 10 years of age, and the median age of 19 years is
less than half of NJ’s median age.11
District Factor Groups
New Jersey established District Factor Groups (DFGs) in 1975 to compare student performance
on statewide assessments across demographically similar school districts. The categories are
updated every 10 years when the Census Bureau releases the latest decennial census data.
Since created, the DFGs have been used for other purposes as well, such as determining the
first group of Abbott districts. The DFG excludes NJ districts having more than half of the
school-aged population enrolled in nonpublic schools.12 Lakewood is the only NJ school district
with no DFG for this reason.13

NJ’s School Funding Framework Disproportionately and Adversely Impacts LSD
Because of Lakewood’s unique demographic characteristics, which should have been known by
the New Jersey legislature and was known by the Department of Education when developing
the SFRA, the district has not received the benefits promised by 2006’s A Formula for Success:
All Children, All Communities. By undervaluing Lakewood’s adequacy budget compared to its
relatively high local fair share,14 the state has drastically exaggerated its statement of Lakewood
Township’s ability to fund its local fair share to provide a “thorough and efficient education” to
every district student. Furthermore, the state’s cap on increasing a municipality’s taxing
authority prevents a district, such as Lakewood, from meeting its local fair share. The
Department’s early attribution of “easy” administration of the SFRA for the state and school
districts is far outweighed by its adverse impact on LSD.
This result was predictable and avoidable. The 2007 Joint Legislative Committee’s Final Report
on Public School Funding Reform found that the property wealth and income calculation
needed change to address its artificial inflation of apparent wealth of some communities. Based
on this finding, the Committee recommended that wealth be measured instead by per capita
equalized valuation and income, rather than by per student equalized valuation and income.
11

Id.
Retrieved from http://www.state.nj.us/education/finance/rda/dfg.shtml.
13
Retrieved from http://www.state.nj.us/education/finance/rdae /dfg.shtml.
14
As discussed further below, the undervaluing of Lakewood’s adequacy budget is due to the 14.92% census
method that is applied only to the 6,200+ students enrolled in LSD.
12
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This change would address the then and current formula that artificially inflates the apparent
wealth of some communities.
For districts with relatively large populations of senior citizens or other
households without school-aged children and districts with relatively large
populations of nonpublic school students, this measure (enrollment-based)
distorts the district’s wealth. Calculating both measures per capita will more
accurately reflect the wealth of the total community and therefore more
accurately reflect the ability of the community to support public education.”
(Emphasis added.)15
The SFRA’s adverse impact on LSD and other New Jersey school districts was highlighted in a
third state report of August 2015, which was issued by the Task Force on Improving Special
Education for Public School Students. The NJ legislature established the Task Force to study
issues associated with improving the funding, delivery and effectiveness of special education
programs and services for public school students. The Funding, Accountability, and Reducing
Costs work group focused on state and local support for special education. The work group
noted that “…fiscal constraints at the state level, restrictive budget caps on special education
services, and pressures on local property taxes compound not only special education funding,
but regular education funding as well.”16 The workgroup had an overall recommendation that
the legislature reevaluate the school funding formula, in part because the amount of
categorical special education aid has been reduced under the SFRA. (See exhibit 1.)
The Task Force’s first recommendation called for the legislature to review the impact of the
SFRA by directing the Department to analyze and reevaluate the state funding formula and
create a formula that stabilizes general and special education funding, and ensures that state
aid follows students eligible for special education/related services as well as general education
students. In support of this preeminent recommendation, the Task Force found that the censusbased method:


Has exacerbated “crowding out” in school budgets by pitting special education student
needs against general education student needs; and



Has not reduced the proportion of classified students in districts overall, and that the
approach has been proven to be misplaced and inappropriate. Instead, there should be an
accommodation for higher costs for some students as determined by their respective
individualized education programs (IEPs).

Both of these findings contradict 2006’s A Formula for Success: All Children, All Communities,
which promised the opposite, and illustrate the financial issues impacting the Lakewood School
District.

15
16

Page 72.
Page 7.

Page 14

NJ School Funding Impact on Lakewood Public Schools: Focus on Special Education

In response to these concerns about the census-based methodology for special education aid,
the NJ Assembly directed the NJ Department of Education to commission an independent study
to determine if adjustments would be needed to address the incidence variations for students
with severe disabilities requiring high cost programs, and to make recommendations for any
adjustments.17 The resulting 2011 report, Analysis of New Jersey’s Census-Based Special
Education Funding System, reinforced concerns about continuing the census-based
methodology, suggesting that the state consider special education funding based on actual
enrollment, and some differentiated funding for higher cost students before the extraordinary
aid threshold is reached.18
The basis for the 2007 Joint Legislative Committee and 2015 Task Force recommendations to
change the property wealth and income calculation predicted the distortion of wealth in
communities such as Lakewood. The failure to address this supposed wealth-equalizing
provision and census-based special education methodology has had the effect of maximizing
the “crowding out effect” of LSP’s special education, forcing the district to use general
education funds to comply with special education mandates with serious implications for both
general and special education students. The information below documents the basis for this
conclusion.
Disproportionately High Nonpublic to Public School Enrollment
In spite of its equity goal, the state’s SFRA methodology is not equitable as it applies to LSD.
The methodology was not designed to address Lakewood’s growing population, reduced
reliance on public education, and the school district’s “child find” responsibilities for all
students attending school in Lakewood. Exhibit 4 shows the disproportionately lower numbers
and percentages of Lakewood’s public- school enrollment compared to the township’s
nonpublic student enrollment, and the rapid nonpublic school enrollment growth compared to
public school enrollment, which has remained relatively stable. Figures for 2011-12 through
2016-17 are based on actual numbers, and the years beyond are projections.19
Exhibit 4. Public and Nonpublic Lakewood Enrollment, and Percentage of Public Enrollment
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NJSA 18A:7F-55(f)
Augenblick, Palaich and Associates
19
Ross Haber & Associates Enrollment Projection Study, Nov. 17, 2017.
18
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Increased Enrollment. Between 2011-12 and 2016-17, the public enrollment increased by 625
students, or 12%, while the nonpublic enrollment increased by some 11,246 students, or 57%.
These figures do not include the 150 students who enrolled in the Ocean Academy Charter
School during the 2017-18 school year; this figure is expected to increase to some 340 by the
2020-21 school year.
Decreased Public School Percentage. While public school enrollment increased, their
percentage of all Lakewood students from 2011-12 (20.0%) to 2016-17 (15.9%). It is projected
that the percentage will continue to decline from 2017-18 (15.5%) to 2019-20 (15.0%) when it is
anticipated to stabilize through 2021-22.
The context of Lakewood’s public to nonpublic enrollment proportion, which is the opposite of
every school district in New Jersey, is the prominent factor that influences the factors
contributing to state aid’s adverse impact on LSD. As noted above, this proportion irregularity
does not influence LSD’s receipt of IDEA funds because its largest component is based on all
children/youth who are 3 to 21 years of age who attend any school located in the district’s
jurisdiction.
Increased Adequacy Budget, and Flat State Aid and Equalization Aid
Figures in exhibit 5 show 2015-16 and 2016-17 data for LSD’s adequacy budget and the
district’s receipt of equalization aid, general fund state, and extraordinary aid.20 These figures
show that while the district’s adequacy budget increased by $10,866,545, state aid increased by
a net sum of $426,881, or 3.9% of the adequacy budget increase.21
Exhibit 5. LSD Adequacy Budget, and Equalization, General Fund State, and Extraordinary Aid

Adequacy Budget

Equalization Aid

General Fund State Aid

Extraordinary Aid

2015-16

$115,998,679

$15,263,034

$24,452,136

$4,162,366

2016-17

$126,865,224

$15,070,904

$24,690,607

$4,542,906

Artificial Inflation of Lakewood’s Relative Wealth
LSD’s local fair share is high and its fair share of state funding is low. The SFRA calculation
grossly distorts Lakewood’s relative wealth. “If all children of Lakewood attended public schools
costing the state an extra $500 million a year, [the] equalized property value per student would

20

Source for equalization and general fund state aid is an LSD PowerPoint, “the Lakewood School District
compared to the Atlantic City School District,” May 22, 2017; the source for the adequacy budget is the Ross Haber
& Associates Enrollment Projection Study, Nov. 17, 2017; and the source for extraordinary aid is LSD (Laura
Winters Alcantara vs Hespe, Lakewood Public School Funding).
21
The figures are: equalization aid (-$192,130), general fund state aid (+$238,471), and extraordinary aid
(+$380,540).
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be only $237,857, far below the average urban district property value per student of
$377,021.”22 Had the state considered at-risk factors, and more traditional income factors such
as per capita income or median household income, Lakewood would be considered to be
among the poorer municipalities in the state and receiving far more state aid than it does
today.
High Poverty
Under New Jersey law, a high poverty school district has 40% or more of its students who “atrisk,” i.e., qualify for free or reduced-price lunch.23 According to LSD information, 80% of the
district’s students are at-risk using state criteria.24 By comparison, this figure is higher than
Atlantic City’s 70% rate.25 Lakewood is a peer of Abbott/Schools Development Authority (SDA)
urban districts, and 147 schools from almost every former Abbott district are peers of LSD.26
Per Capita and Below Poverty Level Rates
Figures in exhibit 6 shows Lakewood’s per capita income and the percentage of residents living
below the poverty level compared to the 10 Abbott school districts.27 Only New Brunswick’s
$14,407 per capita income is lower than Lakewood’s $15,124 (by $717). When considering the
below poverty rate, Lakewood’s 32.1% is third highest behind Atlantic City’s 36.9% and New
Brunswick’s 34.7%. Overall, Lakewood’s per capita income is about the same to much lower,
and its percentage of residents living below the poverty level is nearly the same to much higher
than the Abbott districts. Although New Jersey no longer classifies districts as “Abbott,” neither
the formula nor the original districts have changed. As a result, these districts receive a much
higher level of state aid than LSD, regardless of their continued need.
Exhibit 6. Per Capita Income and Percent of Population Living Below the Poverty Level (Lakewood
Compared to 10 Other Cities)
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22

Alcantara v Hespe Petition, paragraph 59.
NJAC 6A:13-3.1(a) and P.L. 2007, c. 260.
24
Document prepared by Laura Winters, November 11, 2017.
25
LSD PowerPoint, “the Lakewood School District compared to the Atlantic City School District,” May 22, 2017
26
Laura Winters’ document, Ibid.
27
Id.
23
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Exhibit 7 shows the median household income and per capita income for Lakewood Township,
Atlantic City, and New Jersey. While Lakewood’s $40,983 median household income is $15,246
higher than Atlantic City, it is $31,110 lower than New Jersey’s. Furthermore, Lakewood’s
$15,124 per capita income is $3,038 below Atlantic City’s, and $21,458 below the state’s.
Exhibit 7. Median Household Income and Per Capita Income (Lakewood Township, Atlantic City and New
Jersey)
Based
on 2015
dollars

Median Household Income

Per Capita Income

Lakewood Township

$40,983

$15,124

Atlantic City

$25,737

$18,162

New Jersey

$72,093

$36,582

NJ’s Special Education Funding Design is Not Aligned with Lakewood
As discussed above, New Jersey uses a census-based method for calculating state aid for special
education. However, unlike the U.S. Department of Education’s calculation that is based on all
students attending any school a district’s jurisdiction, New Jersey’s calculation excludes
students attending nonpublic schools even though school districts have an obligation to find
any of those students who have a disability. Although this difference is not critical for other NJ
school districts because of their low proportion of students in this category, it is disastrous for
Lakewood.
The SFRA’s census-based formula is fairly simple. The public-school enrollment number is
multiplied by 14.92% (special education average rate) and 1.63% (speech only average rate).
Each product is multiplied by the average special education cost exceeding the base per pupil
amount, or $17,085 (special education) and $1,162(speech therapy only). Two-thirds of the sum
folds into the adequacy budget calculation and the remaining one-third (after applying the
geographic cost adjustment) comprises the special education categorical aid.
Lakewood Special Education Demographics
As the figures in exhibit 8 show, LSD has a disproportionately high classification rate compared
to the state and nation (25.3%, 16.7%, and 13.0%, respectively).28 The figures become even
more disparate when disaggregating them by age. For children 3 to 5 years of age, LSD’s 4.9%

28

District Realtime data for December 2017 provided by LSD; state date (2016-17) retrieved from
http://www.state.nj.us/education/specialed/data/2016/State_Classification_Rate.pdf; and (2014-15) national data
retrieved from http://www2.ed.gov/programs/osepidea/618- data/state-level-data-files/index.html#bccee. Unless
otherwise stated, all district data was provided by LSD.
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rate is actually smaller than state and national rates (5.9% and 6.4%, respectively). For students
6 to 21 years of age, the LSD rate proportions are about the same as they are for students off all
ages (20.4%, 11.8%, and 9.0%, respectively).
Exhibit 8. Special Education Classification Rates for Lakewood, New Jersey and Nation

% Special Ed of All

% for Ages 3 to 5

% for Ages 6 to 21

Lakewood

25.7%

4.9%

20.4%

New Jersey

16.7%

5.8%

11.8%

Nation

13.0%

6.4%

9.0%

Lakewood’s overall 25.7% classification rate is based on an LSD enrollment
of 6,193, which includes 1,346 students with IEPs. When applying the
statewide classification rate of 14.92%, Lakewood is receiving aid for some
924 students, or only a little more than half (59%) of the district’s students
with IEPs. The remaining 668 students (42%) are not considered for any
categorical special education funding.
Comparison of Lakewood and LSD Enrollment by Race/Ethnicity
Exhibit 9 compares by race/ethnicity Lakewood’s 3 to 21-year-old population, LSD total
enrollment, and LSD special education enrollment. For white students, Lakewood’s 3 to 21year-old population at 87% is much higher than the percentage for all LSD students (5%) and for
special education (30%).29
Exhibit 9. Comparison of Lakewood for All School-Aged, and LSD Overall and Special Education
Enrollment by Race/Ethnicity

29

The School Funding Reform Act and the Impact on Lakewood Public Schools Education Law Center, Danielle
Farrie, Ph.D., Education Law Center.
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Black

Hispanic

White

Lakewood school-aged (5-17)

1%

11%

87%

LSD (PK-12)

10%

84%

5%

LSD Special Education

9%

61%

30%

This unique configuration reflects the extent to which white families who would otherwise not
enroll their children in LSD for religious reasons would do so for their children with disabilities
to access a free appropriate public education. This action would enable their children to receive
special education/related services pursuant to their IEPs, rather support through a service plan
that may be available to them in nonpublic schools (based on limited IDEA proportionate share
funding and state Chapter 193 funds.
White parents that suspect their children may qualify for special education services almost
entirely come from the group that would otherwise send children to nonpublic schools. Yet, the
denominator representing these students (total nonpublic enrollment) is irrelevant in New
Jersey to support a school district’s federal and state obligation to identify every student with a
disability, including those attending a nonpublic school, and to offer an IEP reflecting a free
appropriate public education. This is in direct contrast to the IDEA, which considers all students
(public and nonpublic) in the federal census methodology.
Comparison of LSD and Nonpublic Special Education Enrollment
Exhibit 10 shows how the consideration of classified students with IEPs or with service plans
compared to different student groups changes classification rates, and how these compare to
the state’s 14.02% special education census rate.30


IEPs of Lakewood Students. Students with IEPs comprise 3.8 percent of all Lakewood
students.



Service Plans of Parentally Placed (PP) Students. Students with service plans comprise
20.0% of all parentally placed students in nonpublic schools.



IEPs and Service Plans of Lakewood Students. Students with IEPs and service plans
comprise 20.3% of Lakewood students.



IEPs and Service Plans of LSD Students (Including Those with Service Plans). Students with
IEPs comprise 57.0% of LSD’s enrollment that includes students with service plans. This

30

Data is based on Lakewood Township’s IDEA consolidated grant for 7/1/07 through 6/30/18.
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methodology is used by the NJDOE in its published table of school district special education
rates.31


IEPs of LSD Students (Excluding Those with Service Plans). Students with IEPs comprise
25.7% of LSD’s enrollment that excludes students with service plans.



IEPs Using NJ’s 14.92% Rate. With the state’s multiplier of 14.92% census rate, 924
students are “counted,” for which state categorical aid supports only 1/3 of the calculated
cost.

Exhibit 10. Number and Percentages for Total LSD and Nonpublic Students and Special Education
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Number and Percentage of LSD Special Education Enrollment by Grade
Figures in exhibit 11 show that of all grades preschoolers have the largest percentage (40%) of
students with disabilities. These rates gradually decrease to 10th and 11th grade (16% and 18%,
respectively). While these lower rates could be attributed to students who have dropped out of
school, the latest state special education profile data for LSD report a lower special education
dropout rate compared to the state (6.5% and 12.5%, respectively), and a graduation rate that
is about the same as the state rate (75.4% and 75.6%, respectively). The larger 32% present for
12th grade is typical for school districts that include in this grade students with disabilities who
stay in school beyond 12th grade for transition services.
Exhibit 11. Percent Number and Percentage of LSD Special Education Enrollment by Grade

31

The last published NJDOE report actually showed a classification rate of 60.41% based on then current data.
Retrieved from http://www.nj.gov/education/specialed/data/2016.htm.
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Classified Students Exiting from Preschool
Based on my discussions with LSD administrators, the district has established a very strong
preschool program for students with and without disabilities. A major part of this effort has
been to “frontload” intensive instruction and support so that more classified students could
move to less restrictive settings, including in nonpublic schools and receive support based on an
IDEA service plan or state Chapter 193 funds, once students transition to kindergarten. Figures
in exhibit 12 supports this theory. These figures show that in 2017, of 208 classified
preschoolers, 91 exited the program. Of this number, 68% attended kindergarten in LSD and
15% transferred to a nonpublic school.
Exhibit 12. Number of Classified Preschoolers, Number Exiting, and Percentages Articulating to LSD and
to Nonpublic Kindergarten
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LSD Classification Rates by Category, Compared to New Jersey and the Nation
Figures in exhibit 13 compare LSD classification rates by category to the state and nation. These
figures show that LSD rates are different (much higher or much lower) from one or both of the
other jurisdictions, or similar, depending on the disability area.
Exhibit 13. Percentage of Students by Disability Category (LSD, New Jersey and Nation)
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Higher Rates. LSD rates are higher than the state and nation for the categories of
speech/language impairments (28%, 21% and 20%, respectively); intellectual disability (9%, 2%,
and 6%, respectively); multiple disability (10%, 7%, and 2%, respectively), and preschool child
with a disability (13%, 5%, 9%, respectively). The disparity in the last category reinforces the
above preschool discussion for this group of students. The higher rate for multiple disabilities
presents special challenges given the intensity of services required by this group of students.
Lower Rates. LSD rates are lower for the categories of emotional disturbance (1%, 3%, and 5%,
respectively); other health impairment (11%, 20%, and 14%, respectively); and specific learning
disabilities (17%, 32%, 35%, respectively). It is not immediately clear why this disparity exists,
but it may be a function of the other categories that have disproportionately higher rates.
Similar Rates. Only for the category of autism is the LSD rate similar to the state and nation
(9%, 8%, and 9%, respectively).
Independent Review of Evaluation and Eligibility
Various entities have monitored LSD student records. Most notable is the audit conducted by
the Educational Information and Resource Center (ERIC, Blackwood, New Jersey), which
culminated in a May 2017 report. LSD commissioned the audit based on the district’s state
monitor for special education’s recommendation. ERIC conducted an extremely comprehensive
document review of state monitoring reports from 2011 to 2014, and of more than 100 special
education files. Also, ERIC conducted some 140 interviews that included central administration,
state monitor, building principals/supervisors, all special education teachers and many related
services personnel.
Timely ((Re)Evaluations. As a part of this audit, ERIC reviewed all mandated operations, such as
the child study team functions of evaluation and determination of eligibility. The team’s most
notable finding in this area concerned the important compliance issue relating to timely initial
and triennial evaluations, which had been noted as a relatively recent problem for the LSD.
While the report indicated that the reasons for delays were many, it indicated that the district
has made progress based on changes it made and assistance provided by state personnel. It is
not surprising that LSD has had difficulty keeping up with evaluation referrals and
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(re)evaluations. The audit report addressed this issue indirectly by referencing the district’s
reliance on contractual evaluation services, “…the time devoted to case management issues
with the given population of students; and time devoted to the high number of referrals at the
preschool and the contentious issues that sometimes accompany them.” 32 While mentioning
that the management of “…CST staffing issues is an important factor in retention, stress
management, and morale[,]” the report did not reference the issue of disproportionately low
amount of state funding and its relationship to employing a child study team sufficiently sized
and trained to implement all case management responsibilities, including the completion of
(re)evaluations in a timely manner. Surely, this factor is important also with respect to
retention, stress, management, and morale.
No Evidence of Inappropriate Identification. Given LSD’s disproportionately high classified rate
for LSD students, it is notable that the report did not include concerns that this high rate is
disconcerting, or raise any questions about students who may have been inappropriately
classified. Furthermore, the report did not indicate that any prior state monitoring reports
found any issues to this effect. Also, my review of 27 student records did not reveal any “red
flags.”
Financial and Human Impact of New Jersey’s Special Education Census Methodology
The absence of any classification issues by these independent reviews further demonstrates
that the 14.92% census calculation, as it has been designed to determine the weighted cost
factor for students with IEPs, disenfranchises 668, or 42% of the district’s students with IEPs
and leaves the district without any consideration of categorical special education state funding
to support their instruction.33 To make matters worse, 2/3 of the amount produced by the
special education weighted cost factor is folded into the adequacy budget that considers only
the LSD public school enrollment. Yet, LSD’s child study team functions apply to all new
evaluations from the nonpublic enrollment population of nearly 30,000 students.
LSD Case Management Structure. The ERIC audit reviewed the extent to which LSD’s case
management structure affected LSD’s ability to timely complete evaluations/eligibility. Based
on child study team interviews along with a review of districts across two counties, the audit
report concluded that the LSD child study team staff may be understaffed. “The district appears
to have a higher than average case management load (64) and high level of referrals (over 400
in 2015-16, and over 600 in 2016-17 that continues to negatively impact the district’s ability to
meet required state guidelines in evaluation/eligibility.”34 (Italicized text added.)
Comparison to Other Large Urban Districts. When Lakewood’s public and nonpublic
enrollment is combined, the sum totals about 35,414 students. Thus, the district’s federal and
state mandate applicable to child find and the identification of students eligible to receive
special education/related services – and a free appropriate public education – applies to a

32

Page 58.
Application of the state’s 14.92% statewide classification rate to LSD’s 5,972 students constitutes 895, or 59% of
classified LSD students. The remaining 41% constitutes the balance of 613 students.
34
Page 40.
33
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student body that approximates the size of school systems in Cleveland, OH (37,890),
DesMoines, IA (31,654), St. Paul, MN (38,086), and Tacoma, WA (32,414). Two of these districts
(Des Moines and Cleveland) are members of the Council of the Great City Schools.35 Referral
and evaluation data from the Council’s recent review of the Cleveland Public Schools (CPS)
demonstrates the magnitude of LSD’s challenge.
Comparison to Cleveland Public Schools. With a student enrollment of 37,890, CPS has 7,767
students (20.5%) who are classified. Lakewood has a public/nonpublic enrollment that is slightly
smaller (35,414), and 20.3% (7,195) are classified. Lakewood is about 93% of CPS for both total
enrollment and disability rate. Exhibit 14 shows for the two jurisdictions, the number of
students referred for an initial evaluation and the percentage of those evaluated who were
classified. Additional relevant data is provided for LSD. These figures show that in 2016-17, of
LSD’s 633 referred students, 67% were classified.36 Of CPS’s 850 referred students, a higher
percentage (88%) were classified.37 The number of Lakewood referred students increased 57%
from 2014-15 to 2016-17, while the classification rate dropped from 81% to 67%, and the
percentage of students who continued to receive services fell from 86% to 73%. While LSD
improved its screening of students it agrees to evaluate, clearly the child study team is not
classifying students indiscriminately.

Exhibit 14. Cleveland and Lakewood Public Schools’ Referral and Classification Rates
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Out of District Placements
LSD does not have its own special school solely for students with disabilities, and relies on outof-district (OOD) placements for students with this educational environment noted on their

35

I conducted special education reviews for these districts, which included the collection of this data.
Of LSD’s classified students, 73% continued to receive services; and 18% did not.
37
Unlike in Lakewood, CPS has no issue regarding students not continuing to receive services from the district.
36
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IEPs. The district relies primarily on nonpublic special schools for this purpose. At both the
preschool and school-aged levels, LSD students with disabilities are educated in separate
schools at a disproportionately high rate compared to the state and nation. Given the high cost
of OOD placements and extraordinary state aid available to offset some costs, various data and
information are analyzed below to provide a better understanding of the demographics relating
to this educational environment.
Preschool Placements
For children (3 through 5 years of age) educated in various settings, LSD rates are higher than
the state for three more restrictive environments: most of the time in general education classes
(17% to 41%); separate classes (19% to 32%); and in separate schools (28% to 6%). (See exhibit
15.)
Exhibit 15. LSD and State Rates for Children Educated in Various Environments

Majority Gen Ed

Separate Class

Special School

LSD

17%

19%

28%

State

41%

32%

6%

School-Aged Student Placements
As shown in exhibit 16, LSD rates are higher than the state, and NJ is higher than the nation for
more restrictive environments: general education at least 80% of the time (24%, 48%, and 64%,
respectively); less than 40% in general education, i.e., separate class (39%, 15%, and 14%,
respectively); and for separate schools (24%, 7%, and 3%, respectively).
Exhibit 16. LSD, State and National Rates for School-aged Students in Various Environments

At Least 80% Gen Ed

40-79% Gen Ed

<40% Gen Ed

Special School

LSD

24%

12%

39%

24%

State

48%

30%

15%

7%

Nation

64%

19%

14%

3%
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Out-of-District Placement Based on LSD and on Lakewood Total Students
As discussed above, when comparing LSD’s 371 OOD placements to its classified population of
1,520, the district’s 24% rate is more than 3 times larger than the state rate, and 8 times larger
than the national rate. However, when comparing placements to all classified LSD and
nonpublic students in Lakewood (6,432), LSD’s rate for OOD drops to 5.8%.38 Although this
figure is larger than the nation’s 3%, it is more than half of the state’s 7% rate, and is far below
the state’s 6.9% FFY2018 target. (See exhibit 17.)
Exhibit 17. OOD Number and Percentages based on LSD, Nonpublic and /Nonpublic Students.
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Out-of-District Placement by Year
As shown in exhibit 18, the number of students with IEPs for a separate school has increased
from 2011-12 (206) to 2017-18 (371), an increase of 44%. These placements constituted 20% of
all LSD students with disabilities in 2011-12, and reached a high of 30% in 2015-16. The rates
fell to 28% in 2016-17 and to 24% in 2017-18.39
Exhibit 18. Number and Percent of Students in Out-of-District Placements (2011-12 through 2017-18)
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Data is based on current figures provided by an LSD representative in December, 2017.
Source: Information from Realtime as of May 22, 2017, and from LSD representatives in December 2017 for
2017-18.
39
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Number of Out-of-District Placements by Grade
Data in exhibit 19 show that the number of students attending out-of-district schools ranges
from 45 for preschoolers and 49 for 12th graders that include students who continue to attend
school to receive postsecondary transition services. Between these two outliers, the numbers
range from 13 (7th grade) to 33 (6th grade), although they are generally higher between
kindergarten and 6th grade than from 7th to 11th grade. When considered as a percentage of all
students with disabilities, the rates range from 31% (5th grade) to 14% (7th grade) and reflect no
particular pattern.
Exhibit 19. Number of Students with Disabilities Placed in Out-of-District Schools by Grade
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Students Attending Out-of-District Schools by Disability Category
When considering students by disability category who attend OOD schools, the largest numbers
and percentages reflect students with more significant disability categories: multiple disabilities
(116 and 31%, respectively); intellectual disability (65 and 17%, respectively); preschool child
with a disability (60 and 16%, respectively); other health impairment (50 and 13%, respectively);
and autism (49 and 13%, respectively). By comparison, only 7 students each have a specific
learning disability or a speech/language impairment. (See exhibit 20.)
Exhibit 20. Number and Percentage of Out of District Students by Disability Category
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Independent Review of LSD’s Placement Determinations
The ERIC audit also reviewed LSD’s placement of students in the least restrictive environment
(LRE). Based on a review of 36 IEPs, staff interviews, and three state monitoring reports, the
audit included the following information that is pertinent to students placed OOD.


The NJ Department of Education recently found LSD to be in compliance with LRE
requirements in IEPs.



IEP descriptions, in general, are legally written but can be enhanced to provide greater
clarity, and to answer specific questions rather than defend program recommendations.



Written responses to LRE related questions in a notable number of IEPs insufficiently
addressed student needs. (Appendix G).



Influence of an inordinate number of due process cases based on program and placement
disputes, resulting in the inflation of OOD placements for both school-aged and preschoolaged children.

It is notable that the ERIC team did not comment on or find examples of students who were
placed OOD without any educational justification. I reached the same finding based on my
review of the 11 (48%) of 27 records for students placed OOD.
ERIC made a series of reasonable and thoughtful recommendations that merit LSD follow-up
action, including:


Further develop/update LSD’s plan to increase LRE placement/program options at each
school.



Further develop/create in-district high-quality programs, such as postsecondary
programming, to compete with more restrictive out-of-district placement options while
potentially stemming the tide of litigation cases and judgment costs in the process. “The
current high-quality preschool programs should serve as a model for new or existing
programs.”40



Provide further training to child study team case managers on the writing and development
of IEPs, particularly for LRE placement in separate settings.

It should be noted, however, that further development of attractive and high-quality services
that are at least comparable to those available at OOD facilities requires significant financial
capital. Although LSD’s tuition payments are extremely large and could be used to offset this
investment, capital is needed for development of LSD in-house services while tuition payments
continue to be required. In other words, student placements cannot be held in abeyance while
the district uses tuition funds to purchases materials and supplies, and hires/trains additional
staff. Furthermore, there would be a need for additional physical space to house the potential
hundreds of additional students as reportedly LSD schools are near or at capacity. This need
must be considered in addition to current physical environment challenges for some students

40

Page 59.
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who require facility enhancements to address physical or sensory mobility issues. New Jersey’s
current special education funding framework for LSD does not allow for such capital, expansion,
and improvements.
Extraordinary Aid
The Extraordinary Aid (EA) grant provides another major area of state support for special
education. Under this grant applies to special education costs exceeding $40,00 for in/out-ofdistrict public school services and $55,000 for private school services (pursuant to IEPs).
Excessive costs are reimbursed at a 90% rate for public school services; and at a lower 75% rate
for OOD placements (public and private).41
Thus, the state expects school districts to be able to fund with operating funds (local taxes
and/or equalization aid) the $55,000 tuition base and the 25% cost share above $55,000. Yet,
each year, extraordinary aid to support the difference in tuition is prorated, adding to the
burden on district operating funds. Given LSD’s disproportionately high number of expensive
OOD placements, the state’s payment proration has had a particularly adverse impact on LSD.
Tuition and Extraordinary Aid for 2011-12 through 2016-17
The figures in exhibit 21 show for each of five school years, the following for the number of LSD
students placed OOD:


Column A: A multiplier of the $55,000 base foundation



Column B: Extraordinary aid LSD received



Column C: Percent of EA proration



Column D: Full EA with no proration



Column E: Amount of EA not received (difference between columns D and B)



Column F: Sum of Tuition Base and EA without proration (A + E)



Column G: Net state funding rate (% B of F)



Column H: Additional 25% of tuition exceeding $55,000 base, which must be added to
column G to calculate the full tuition amount due. The overall state funding percentage,
which is a proportion of the EA received of total tuition due, is likely to be less than 15% for
LSD in school years 2016-17 and 2017-18.

Exhibit 21. Five Years of Out-of-District Tuition and Application of Extraordinary Aid42
School
OOD
Year

A. $55,000 B. EA
D. Full EA E. EA Not F. Tuition G. Net State
Funding
C. % EA
Tuition Received
(Not
Received Base & Full Rate
Proration
Base (Prorated)
Prorated) (D - B)
EA (A + E) (% B of F)

H. PLUS
25% LSD
Share
Above F

41

Retrieved from http://www.nj.gov/education/specialed/memos/071417Aid.pdf.
Based on Nonpublic, Special Education and Additional Funding Data, Laura Winters, Superintendent. Figures
represent millions of dollars.
42
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School
OOD
Year

A. $55,000 B. EA
D. Full EA E. EA Not F. Tuition G. Net State
Funding
C. % EA
Tuition Received
(Not
Received Base & Full Rate
Proration
Base (Prorated)
Prorated) (D - B)
EA (A + E) (% B of F)

206 2011-12 $11,330

$3,669

77%

$4,764

$1,095

$16,094

23%

245 2012-13 $13,475

$2,976

67%

$4,452

$1,476

$17,927

17%

275 2013-14 $15,125

$3,610

63%

$5,730

$2,120

$20,855

17%

295 2014-15 $16,225

$3,147

58%

$5,426

$2,279

$21,651

15%

369 2015-16 $20,295

$4,162

55%

$7,568

$3,406

$27,863

346 2016-17 $19,030

$4,543

56%

$8,112

$3,569

$27,142

15%
17%

H. PLUS
25% LSD
Share
Above F

Add 25%
of
difference
between
$55,000
base and
full tuition
amount

While the NJ Department of Education had supported the SRFA as offering a predictable level of
special education funding for districts, the reality is that extraordinary aid has never been fully
funded, and has decreased steadily since its inception. The figures in exhibit 22 show this
dramatic change, with the EA proration falling from 84% (2010-11) to 56% (2016-17), and its
impact on LSD in millions of dollars. Because of this decline in state support, the once promised
SFRA extraordinary aid has transferred to Lakewood (and other NJ school districts) costs that
have increased from $592 thousand (2010-11) to $3,569 million (2016-17).43 Consequently, the
district’s operating share of extraordinary costs last school year was five times higher than it
was only six years prior.
Exacerbating the decreasing EA proration rate, LSD’s high out-of-district expense is based on
the disproportionately low per pupil special education excess cost, which is calculated on the
average state spending and classified census that has no relation to the reality of Lakewood.
Exhibit 22. Extraordinary Aid Received, EA Not Received, Percent of Prorated EA Grant

43

Id.
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Amount of Tuition Cost and Extraordinary Aid Received and Not Received
Exhibit 23 shows in a graphic manner the wide gap between the extraordinary aid LSD received
and did not receive, and tuition costs (not considering the 25% additional local share above the
$55,000 foundation base and full cost of tuition). These figures show the district’s increase in
OOD costs increased by 69% ($11 million), while at the same time extraordinary aid received
increased only by 24% ($874,000) and EA not received increased by 326% ($2.5 million).
Exhibit 23. Amount of Tuition Cost, and Extraordinary Aid Received and Not Received
$30,000
$25,000
$20,000
$15,000
$10,000
$5,000
$0

201112

201213

201314

201415

201516

201617

F. Tuition Base & Full EA (A+E)

$16,094

$17,927

$20,855

$21,651

$27,863

$27,142

B. EA Received

$3,669

$2,976

$3,610

$3,147

$4,162

$4,543

E. EA Not Received (D - B)

$1,095

$1,476

$2,120

$2,279

$3,406

$3,569

Proportion of LSD Special Education Costs (2015-16 through 2017-18)
As the figures show in exhibit 24, tuition for OOD placements is increasing and
disproportionately high compared to all other areas of special education. In 2015-16, tuition
alone accounted for 57% of all special education expenditures. Budgets for 2016-17 and 201718 show this rate increased to 62% and 60%, respectively.44
Exhibit 24. Percentage of LSD Special Education Expenditures/Budget for 3 Years

44

IDEA Consolidated Grant for 2017-18, showing documentation for federally required maintenance of effort,
which is based on local and state funding levels.
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Expenditure

Total Sped
Instruction
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Tuition
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LSD Revenues
Figures in exhibit 25 for 2015-16 and 2016-17 compare LSD’s adequacy budget to state aid, by
the components of equalization aid, general fund state aid, and extraordinary aid. 45 While the
adequacy budget increased by $10.9 million (9%), aid to LSD increased only by $428 thousand
(1%). By type of state aid, equalization aid decreased by $192,000 (-1%), general fund state aid
increased by $239,000 (1%), and extraordinary aid increased by $381,000 (9%). Overall, the
state funding rate for LSD’s adequacy budget decreased from 38% to 35%.
Exhibit 25. Adequacy Budget, Equalization Aid, General Fund State Aid, and Extraordinary Aid
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Impact of Charter Schools in Lakewood
As if Lakewood’s financial hardships have not been sufficiently hurtful, the NJ Department of
Education in July 2017 approved the Ocean Academy Charter School for the 2017-18 school
year. This school year, the school may enroll up to 160 students and in 2020-21 up to a total of

45

Advertised Revenues for LSD, 2017-18, User Friendly Budget Summary, generated July 11, 2017, representing
millions of dollars.
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340 (K-5). Currently, some 150 students from LSD attend the school. As is true with new charter
schools in the nation, students previously enrolled in LSD attended each of the five elementary
schools. As a result, their transfer had little effect on each school’s class size or need for fewer
personnel. However, their collective transfer caused LSD to lose $2.1 million dollars in 2017-18
state aid, and far in excess of the actual marginal cost decrease to the district. Additionally, the
district must pay for increased transportation costs of almost $500 thousand for six additional
routes to the new school. Assuming more students choose to transfer to the charter school in
the next few years, LSD’s state aid will decrease while its transportation costs increase.

Conclusion
New Jersey’s framework for funding education in the public schools does not meet the unique
needs of Lakewood’s students with disabilities because of the unique demographics of the
municipality. My conclusion is based on the following factors.
First, the SFRA’s weighted student funding formula was designed to respond to the specific
needs of school districts by calculating state funding based on overall public-school enrollment
with additional “weights” for at risk students, English learners, and those with disabilities.
Lakewood’s demographics – unlike any other in New Jersey – do not fit the funding formula’s
intended parameters that were not designed to take into consideration a community having
only 15% of its school aged children attend public schools. Based on Lakewood’s upside-down
demographics, the school district is in constant and increasing fiscal distress. The township’s
relatively low adequacy budget, which insufficiently considers special education costs,46 and a
relatively high local fair share, which the township cannot adequately fund because of the cap
on local taxation, drives down and may eliminate the receipt of any equalization aid for next
school year. As a result, funding for LSD will most likely be below the SFRA’s adequacy target.
Second, the SFRA’s use of a statewide special education census method for determining
funding exacerbates LSD’s monetary problems. Lakewood’s overall 25.7% classification rate is
based on an LSD enrollment of 6,193 which includes 1,592 students with IEPs. When applying
the statewide classification rate of 14.92%, Lakewood is receiving aid for some 924 students, or
only a little more than half (58%) of the district’s special education population. This calculation
disenfranchises 42% of LSD’s students with IEPs (i.e., 668 students), leaving the district without
any special education categorical aid for these students. This circumstance was predicted, but
independent recommendations for different approaches have been ignored. Both the 2007
Joint Legislative Committee on public school funding reform and 2015 Task Force for improving
special education for public school students were critical of the census-based methodology.


The Joint Legislative Committee warned about the artificial inflation of wealth for some
communities, especially those with relatively large populations of nonpublic school
students. The Committee therefore recommended that wealth be measured by per capita

46

Lakewood’s relatively low adequacy budget is due to the NJ’s application of the census methodology, which
“counts” only 14.92% of the 6,000 + students attending LSD, rather than the 1,300+ students with IEPs, leaving
some 668 students with IEPs excluded from consideration.
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equalized valuation and income, rather than per public school student equalized valuation
and income.


The Task Force’s Funding, Accountability, and Reducing Costs work group concluded that
the special education census funding method is not working to reduce the proportion of
classified students in districts overall, and that the approach has been proven to be
misplaced and inappropriate.47 Like the rest of SFRA’s weights for higher costs for some
students, the Task Force recommended that special education aid should be determined by
accounting for individual student needs as specified by their respective IEPs.

Third, the continuing and escalating proration of extraordinary aid has decreased from 84%
(2010-11) to 56% (2016-17), transferring from the state to Lakewood costs escalating from
$592 thousand (2010-11) to $3,569 million (2016-17). As a result, the district’s operating share
of extraordinary costs in 2016-17 year was five times higher than it was only six years before.
The continual underfunding of special education does not deliver the NJ Department of
Education’s 2006 assertions that the SRFA would provide for a predictable level of special
education funding for districts.48
Fourth, two-thirds of the special education aid calculation is folded into the district adequacy
budget calculation. The remaining one-third, after applying the geographic cost adjustment,
becomes the district’s special education categorical aid. State aid distributed that is not
categorical in nature is fungible, meaning that districts have discretion over how the state aid is
spent. For Lakewood, insufficient funds for mandated special education forces the district to
reduce spending in other program areas that are important – but not federally and state
mandated. While this balancing of spending occurs in other districts, Lakewood’s budgetary
strain is disproportionately impacted by the high cost of special education for students
excluded from state aid. Given the highly regulated and due process/litigation option that only
students with disabilities possess, LSD’s sole remedy is to reduce its spending on nonmandated
general education instruction and support services for public school students. Consequently,
LSD must repurpose funds otherwise targeted by the adequacy budget for public school general
education or supplemental/services for at-risk or ELL students to special education.49
The 2015 Task Force highlighted this statewide issue, writing that the SRFA has exacerbated
“crowding out” in school budgets by pitting special education against general education needs.
This finding and the reality of Lakewood (and other districts) contradicts the claim made NJ’s
Department of Education in 2006 2006 that the SFRA would minimize the “crowding out effect”

47

The NJ Department of Education wrote that the census special education method, which assumes an equal
distribution of disabilities throughout the state, would reduce any incentive to inaccurately report students
receiving special education. 2006 A Formula for Success: All Children, All Communities.
48
A Formula for Success: All Children, All Communities
49
ELL’s are disproportionately represented in LSD compared to the state. At the state level, the ELL rate increased
by 1.1 percentage point from 2009-10 to 5.1% in 2015-16. During the same time period, the LSD rate increased by
14 percentage points to 28.1%.
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whereby districts are forced to use general education funds to comply with special education
mandates, which can result in the elimination of general education programs and services.50
Crowding Out in LSD
The “crowding out effect” in Lakewood has been brutal, impacting all students and personnel
with consequences that will not be remedied any time soon. In March 20, 2017, LSD’s
superintendent wrote to the executive county superintendent to communicate that the district
“is unable to provide its students with a “thorough and efficient” education required by the
New Jersey State Constitution.” Her explanation for this finding was based on the following new
expenditures and significantly less expected revenue, such as the following –
 Repayment installment for state aid advances (i.e. loans) (2015-16 for $4.5M, and 2016-17
for $5.6M)
 Repayment of significant federal and state audit refunds that had been deferred in prior
years ($1,099,531)









Tuition for the newly approved charter school ($2,128,493)
Consortium busing cost for increase in mandated nonpublic school students, despite flat
funding in state transportation aid and overall state aid ($1,895,728)
Health benefits increase ($2,821,605)
Salary increase ($2,561,333)
Special education tuition increase ($525,357)
Increase to school base budget to Title I reduction ($735,045)
Transportation – less salaries and Lakewood Student Transportation Authority ($686,793)
Elimination of all sports, except for track and soccer (Based on Lakewood Township
donations and grant, the football program and other sports programs were reinstated.)

During the 2015-2016 school year, 68 certified teachers received a Reduction in Force (RIF)
letter, and the following school year 140 certified staff members received such a letter. Unable
to tolerate job instability, experienced and well-qualified LSD staff, including Teachers of the
Year, left LSD in unprecedented high numbers. This caused the 2017-2018 school year to begin
with approximately 90 new certified staff members, and several vacant teaching positions. Also,
LSD’s comparatively lower salaries have adversely impacted hiring and maintaining qualified
staff. These circumstances affected special education teachers and child study team members
as well.
In light of these circumstances, the NJ Department of Education approved a state aid loan of
$8,522,678 for LSD that must be repaid. In addition, the Lakewood Township Committee
awarded LSD $1 million to provide courtesy bussing for public school students. Also, the
Committee contributed $1.1 million to restore the full athletic program and provide related
services to nonpublic school students. It is anticipated that the Township will provide another

50

A Formula for Success: All Children, All Communities
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$500000 to offset the cost of charter school transportation. These actions helped to stave off
and perhaps only delay even more serious cuts in personnel, services, and activities for LSD’s
student community.
Impact of Potential Full Funding for SFRA
According to information provided by LSD, it is possible that the SFRA will be fully funded for
the 2018-19 school year.51 However, full funding will not mitigate LSD’s financial issues, and in
fact could exacerbate them due to the law’s calculation of wealth and equalization aid.
For the 2017-18 school budget, the general fund tax levy increased by $2.873 million to $96.962
million, or 3.05%. Under a 2017-18 full funding scenario, Lakewood’s local share would be
$102.034 million ($5.073 million in excess of the $96.962 million general fund tax levy). At the
same time, LSD’s equalization aid would decrease by $7.248 million (from $15.071 million to
$7.823 million), while special education categorical aid would increase by $2.116 million (from
$2.874 million to $5.010 million). Under this scenario, LSD would receive an additional $3.251
million because of additional transportation aid (rather than a net $5.132 million decrease).
With full funding, Lakewood’s 2016-17 local share would be $92.060 million (more than $9
million above 2015-16), and in 2017-18 it would be $102.034 million (again, more than $9
million above 2016-17). If a full funding increase of this magnitude were to recur in 2018-19,
then it is possible that LSD’s equalization aid would be eliminated. In this case LSD would
receive only special education categorical aid, which in 2017-18 would be only $5.010 million
with full funding.
The intention of SFRA was that all districts would attain adequacy and be able to meet the
Constitutional requirement to provide a thorough and efficient education. This will not occur in
Lakewood under the current SFRA funding framework.
Impact on Special Education Achievement
Generally, the proficient/above rates on statewide assessments for LSD students with
disabilities are generally below statewide peers.
English Language Arts Achievement for LSD and State Students with Disabilities
In 2015-16, 5th and 8th grade higher percentages of LSD than state students met/exceeded
proficiency. In three grades (4th, 6th, and high school), LSD student percentages were about half,
or more than half as high as state rates. (See exhibit 26.)

51

Information for this section was gleaned from an LSD document.
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Exhibit 26. ELA Achievement for LSD and State Students with Disabilities (2015-16)
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Math Achievement for LSD and State Students with Disabilities
Figures in exhibit 27 show that in 8th grade a higher percentage of LSD than state students
met/exceeded proficiency. In four grades, (3rd, 4th, 6th, and high school), LSD percentages were
near or more than half as high as state rates.
Exhibit 27. Math Achievement for LSD and State Students with Disabilities (2015-16)
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In addition, information above described the fiscal resources needed to expand high quality
material, personnel and physical resources within LSD schools to reduce reliance on OOD
schools. Such activities have been held in abeyance because of LSD’s dire financial
circumstances.
Remedy
In a position paper prepared by Melvin L. Wyns for the Lakewood Township Board of Education,
dated November 12, 2008, Mr. Wyns presented an early but prescient description of the SFRA,
which was executed that year, and its problems with respect to Lakewood. Nearly a decade
later, there has been no change in the SRFA’s adverse impact on Lakewood. An LSD document
and this report confirms and elaborates upon Mr. Wyns’ description of these problems. The LSD
document focused on the two major deficiencies in the school aid law: 1) two-thirds of special
education formulaic (statewide census) costs are folded into the equalization aid/district wealth
adequacy budget calculation; and one-third is folded into categorical aid; and 2) calculation of
district wealth based on only students enrolled in public schools. According to the LSD
document, the two major school aid deficiencies that are misaligned with Lakewood's
circumstances could be addressed with a footnote to the next year’s budget.
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Whether legislatively or administratively, the state and NJ Department of Education need to
correct the current funding formula that inflates the wealth of Lakewood and similar
municipalities. It also needs to address the legal, administrative and fiscal responsibilities the
municipality has under federal/state law for all children and youth (3 through 21 years of age)
attending any school in its jurisdiction to determine special education eligibility, and provide
transportation. Using a formula similar to that used by the U.S. Department of Education to
fund special education is one possible option. In any regard, the correction needs to
immediately addresses the issues raised in this report, which in major part are based on the
two major deficiencies described above. This is essential to avoid another school year that
repeats or escalates the district’s fiscal emergencies.
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List of Abbreviations
Base per pupil amount (BPA)
Center for Special Education Finance (CSEF)
Comprehensive Educational Improvement and Financing Act (CEIFA)
District Factor Groups (DFGs)
Educational Information and Resource Center (ERIC)
Emotional disturbance (ED)
English learners (EL)
Extraordinary aid (EA)
Individualized education programs (IEPs)
Individuals with Disabilities Education Act (IDEA)
Intellectual disability (ID)
Lakewood School District (LSD)
Least restrictive environment (LRE)
local education agencies (LEAs)
Multiple disability (MD)
New Jersey (NJ)
Nonpublic (NP)
Occupational therapy (OT)
Other health impairment (OHI)
Out-of-district (OOD)
Physical therapy (PT)
Preschool child with a disability (PCD)
Related services (RS)
School Funding Reform Act (SFRA)
Special Education (Sped or Special Ed)
Specific learning disability (SLD)
Speech language impairment (SLI)
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