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Legislation and Guidance 

House Tax Reform Bill Likely to Impact Public Schools 
House Republicans have finally released details on their highly-anticipated tax reform proposal this week.  While initial reports indicated there would only be tangential impact on public schools, a closer review of the language shows that schools may see greater effects than originally anticipated.  House leaders plan to bring the package to a final vote before breaking for the Thanksgiving holiday.

One item in the tax package that had been discussed, but many thought would not make it into the final bill, includes funding for school choice.  Specifically, the new proposal would allow families to use up to $10,000 in savings from 529 college savings plans for K-12 expenses, including private school tuition.  The 529 college savings plan currently encourages parents to save for their child’s college education by allowing them to earn interest and withdraw money tax-free for higher education.  This new proposal would be an unprecedented victory for school choice proponents, if Republicans can get the bill through to final passage.

This school choice provision is just a small part of a larger reform plan.  Overall, the bill released Thursday would slash corporate and some individual tax rates, offsetting the cost by eliminating certain deductions. One such deduction on the chopping block includes a $250 deduction that teachers can use to cover classroom expenses, such as books, art supplies, and rewards for students.  The reasoning behind this elimination is that the overall changes to individual tax rates will make up for the loss of this deduction.  As tax experts and other groups begin to review and score this new proposal, it should provide additional information regarding the positive or negative outcome this supposed balance will yield.  

The bill would also eliminate the deduction for State and local income and sales taxes.  As a compromise, the proposal keeps the deduction for local property taxes in the federal tax code, up to $10,000, according to a summary of the legislation posted on the House Ways and Means Committee website.  The State and local income tax deduction, however, is eliminated in the legislation.  Despite this compromise, many education advocates say that without the federal deduction for those taxes, States would feel significant pressure to cut their own taxes, which would in turn strip out a lot of revenue for public schools.  A report by the Center on Education Policy from 2011 estimated that the loss of State and local tax deduction overall would deprive public schools of $17 billion, based on 2009 data.  However, that number, as a representation of potential lost revenue for schools, could be a lot smaller if the local property tax deduction stays on the books.   Regardless, that $17 billion figure is still a relatively small percentage of overall funding for K-12 in the U.S, which stood at $634 billion in the 2013-14 school year. 

The tax proposal would also increase the tax credit for those with dependent children from $1,000 to $1,600.  At the same time, the measure would eliminate deductions for higher education loan interest. Supporters in Congress argue that all of the deduction eliminations are balanced by the shift in personal income tax brackets, though not all individuals are guaranteed to end with a positive gain.  Even if the House is able to get the bill passed by Thanksgiving, there is still no guarantee that the Senate will approve the package without amendments.  Although this tax proposal is considered a budget reconciliation bill, which is not subject to a filibuster in the Senate, a number of Republican Senators have demonstrated their willingness to break party ranks in recent months.  Next week’s markup in the House Ways and Means Committee may set the tone for the nature of the debate the bill will face over the coming months.

Resources:
Moriah Balingit, “The GOP Tax Reform Bill Helps Betsy DeVos’s School Choice Agenda, But Worries Public Education Advocates,” Washington Post, November 2, 2017.

Alyson Klein and Andrew Ujifusa, “GOP Tax Bill Would Boost School Choice, May Squeeze K-12 Revenue,” Education Week: Politics K-12, November 2, 2017.
Author: SAS

News 
ED Offers Buyouts, Early Retirement to Staff
The U.S. Department of Education (ED) has offered 255 staff members an opportunity to retire early or voluntarily leave for a lump sum payment.  The workforce reduction was first reported to be taking place only within the Office of Federal Student Aid – the largest division in the agency – but a spokesperson from ED confirmed yesterday that the buyouts and early retirement were offered department wide.

Early retirement has been offered to employees who are at least age 50 with 20 years of federal service, or employees of any age who have served in the federal government for at least 25 years.  Others will be able to voluntarily leave their positions for a lump sum payment of no more than $25,000.  According to an internal ED memo obtained by the Washington Post, employees in positions that are eligible for one of the options will be required to make a decision within 14 days.  

This type of workforce reduction is not unprecedented.  The Obama Administration took similar action in 2010, but the downsizing could also be in response to an executive order issued earlier this year by President Trump directing federal agencies to reorganize and streamline.  It is unclear whether this is an isolated action or whether ED intends to engage in further reduction over the next few months. 

Resources: 

Danielle Douglas-Gabriel, “DeVos Offers Buyouts to Shrink Education Department Workforce,” Washington Post, October 27, 2017.

Author: KSC
President Announces Nominee for ED Chief Financial Officer
The White House announced earlier this week that it has nominated Douglas Webster, the current director of risk management at the U.S. Agency of International Development, to be the Chief Financial Officer (CFO) at the U.S. Department of Education (ED).  This is one of five nominations President Trump has named to ED vacancies in recent weeks.  The Senate Health, Education, Labor, and Pensions (HELP) Committee has yet to schedule hearings to consider these nominees.  After 21 years in the U.S. Air Force, Webster spent 24 years working on federal financial management.  He previously held the CFO position at the U.S. Department of Labor.    

Some pundits in Washington are also saying it's likely that Frank Brogan, who served as the Lieutenant Governor of Florida under former Republican Governor Jeb Bush, could be nominated for Assistant Secretary of Elementary and Secondary Education.  Considering some of the reorganization efforts at ED, that could also result in taking on expanded duties, including some of the work that is traditionally handled by the Assistant Secretary of the Office of Innovation and Improvement. 
Michael Brustein and Leigh Manasevit of Brustein & Manasevit have worked in the past with Frank Brogan while in his role as the Commissioner of Education in Florida. 
Resources:
Alyson Klein, “Trump Announces Another Education Department Nominee,” Education Week: Politics K-12, October 29, 2017.
Author: SAS
Senator Murray Criticizes DeVos Political Contributions
Senator Patty Murray (D-WA), the ranking Democrat on the Senate Health, Education, Labor, and Pensions (HELP) Committee is accusing Dick DeVos, the husband of Secretary of Education Betsy DeVos, of violating the Secretary’s pledge that neither of them would continue to make financial contributions to political campaigns if she were confirmed by the Senate.  

During her confirmation hearing, Secretary DeVos pledged to Murray and her colleagues that if the Senate confirmed her nomination, “I will not be involved in any political contributions, and my husband will not be either.”  However, The Detroit News reported Monday that DeVos’ husband donated $5,000 to political action committees (PACs) this year, after his wife was confirmed.  In addition, Murray’s office found two other donations to Michigan-based political action committees totaling $15,000, though there is some question regarding the source of those donations.  Some members of the DeVos camp indicated that Dick DeVos’ father may have made some of the contributions in question.
In a letter sent to the Secretary’s office Tuesday, Murray wrote that she is “concerned that you, your husband and your extended family continue to utilize your vast wealth to influence and impose your agenda on a political system in which you already wield power as the Secretary of Education.”  Murray asked the Secretary for an explanation and for an account of all of her husband’s donations.  While Secretary DeVos has yet to make a public statement, a spokesman for her husband told the press that Dick DeVos took the pledge to mean he should no longer contribute to candidates in federal races.  While the PACs to which DeVos made contributions do give to federal candidates, his spokesperson said DeVos “is not a decision-maker on those.”

While there are some questions regarding the nature of these donations, as well as lawmakers’ right to place limitations on actions that the Supreme Court has deemed “free speech,” the issue remains that Murray and her Democratic allies still have a say in which political nominations are approved for ED.  As of today, there are five nominees for vacancies at ED that have yet to receive a hearing in front of the HELP committee.  Political landmines like this contribution issue could further derail an already prolonged process of filling positions in the Trump Administration.  

Resources:
Moriah Balingit, “Senator Assails Betsy DeVos, Saying Her Husband Broke Pledge to End Political Contributions,” Washington Post, November 1, 2017.

Author: SAS
To stay up-to-date on new regulations and guidance from the U.S. Department of Education, register for one of Brustein & Manasevit’s upcoming webinars.  Topics cover a range of issues, including grants management, the Every Student Succeeds Act, special education, and more.  To view all upcoming webinar topics and to register, visit www.bruman.com/webinars.
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