
 

 

 

Area Education Agencies Review 

ISSUE 

This review provides an overview of Area Education Agencies’ history, organization, funding 
formula, revenues, expenditures, and authority. 

AFFECTED AGENCIES 

Department of Education 
School Districts 
Area Education Agencies 

CODE AUTHORITY 

Chapter 257 and 273, Code of Iowa 

BACKGROUND 

History 
Area Education Agencies (AEAs) are the middle units of Iowa’s three-tiered educational 
system (local, intermediate, and State).  They serve largely as service agencies for the local 
school districts, but are empowered with a moderate amount of regulatory responsibility on 
behalf of the Department of Education. 

The AEAs evolved in 1975 from the county school system which was created in 1858.  The 
role of county superintendent changed from an educational leader and supervisor of county 
schools to one of maintaining records and providing special education and curriculum 
services as the number of districts declined from over 4,000 to less than 500.  In the county 
system’s last year of existence, FY 1975, there were 23 single county superintendents, 18 
superintendents serving 46 counties in joint county cooperatives, and ten superintendents 
administering joint county school systems for 30 counties.  While some districts received 
special education, staff development, and media services from the county systems, others 
received little or nothing.  This inequity, federal and State legislation that required additional 
services for handicapped students, and the fact that other states were forming educational 
intermediate or service units, led to the creation of AEAs. 

In 1974, the Legislature passed a bill replacing the county system with 15 AEAs to provide 
special education support, media, and other services to the public and nonpublic students, 
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effective July 1, 1975.  The title of other services was later changed to Educational Services.  
Legislative intent, Section 273.1, Code of Iowa, specifies that AEAs were created to provide an 
effective, efficient, and economical means of identifying and serving children from under five years 
of age through grade twelve who require special education, to provide for media services and other 
programs and services for pupils, and to avoid a duplication of programs and services. 

Other states have also created similar entities as AEAs, which are referred to nationally as 
Educational Service Agencies (ESAs).  Forty states have ESAs in operation.  The roles of ESAs 
have changed from regulatory functions to service functions.  Reasons for setting up ESAs revolve 
around financial savings and the necessity to provide educational support programs.  Those states 
that do not have an ESA tend to have county school districts or a statewide school district.  Also 
states without ESAs tend to organize in to a cooperative consortium to provide support programs 
and services more cost effective for the local levels. 

Organization of Iowa’s AEAs 
The AEAs are 15 separate government entities, each with its own elected board of directors.  The 
boundaries for the AEAs were originally aligned with the community colleges.  However, the Code 
of Iowa requires the boundaries to be changed to account for local school mergers and changes in 
school district boundaries so that no school district is divided.  See Attachment I for a map.   

Members of local school district boards elect members to the governing board of each AEA.  Areas 
served by each AEA are divided into no less than five and no more than nine director districts.  
These director districts are approximately equal in population.  Director District Conventions are 
held annually within two weeks following the regular school election.  All local boards in a director 
district meet at the Convention.  Each district is allowed a percentage of votes equal to the 
percentage of the school district’s population compared to the total population of the director 
district. 

The services of AEAs are grouped into three areas:  Special Education, Media Services, and 
Educational Services.  The AEAs are also responsible for juvenile shelter and detention home 
instruction.  A description of the three areas, the services provided, and regulatory responsibility 
include: 

• Special Education is the largest of the three in funding and services provided.  Every AEA 
is required to establish a Division of Special Education headed by a director of special 
education.  The Special Education Division must provide special education programs and 
services to local school districts.  Several have programs of instructional services but all 
provide support services.  The Director of Special Education is responsible for 
implementation of State regulations and guidelines relating to special education programs 
and services.  The Director’s powers and duties include: 
• Identification of children requiring special education. 
• Insurance that each child receives an appropriate special education program or service. 
• Supervision special education support personnel. 
• Providing each district with a special education weighted enrollment count. 
• Submitting to the Department of Education special education instructional and support program plans and 

applications. 

• Media Services includes: 
• Materials lending library containing films, books and nonprint media such as kits, filmstrips, records, slide-

tape programs and models. 
• Professional library for professional growth of educators. 
• Curriculum laboratory for preview of current educational materials, including textbooks and supplementary 

print and audiovisual materials. 
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• Production services offering print and nonprint production and reproduction. 
• Delivery services for distribution of materials to and from school. 
• In addition, some AEAs provide other services such as consultative services, cooperative purchasing 

programs, equipment repair programs and access to data and resource information systems. 

• Educational Services is the least restricted of the three areas providing a variety of 
programs and services.  The majority of the assistance to local schools comes under the 
heading of curriculum development.  The Code of Iowa requires AEAs to provide services 
requested by a minimum of 60.0% of the school districts in the area or the number of 
school districts equal to 60.0% of enrollment, if funding is available.  Any service which 
does not relate to special education or media is assigned to the Educational Services 
category.  Educational Services vary from AEA to AEA. 

The Department of Education has regulatory and general supervision over AEAs.  The Board of 
Education and the Department of Education are required to provide program approval, budget 
approval, accreditation, and facility authorization.  The Department also has a partnership with the 
AEAs for school improvement, school district accreditation, and school district special education 
compliance.   

An AEA may hold property and execute lease-purchase agreements.  However, if a lease exceeds 
ten years or the purchase price exceeds $25,000, the AEA must conduct a public hearing and 
receive approval from the AEA Board and the Director of the Department of Education.  A review of 
these purchases could not be completed since the Department of Education does not maintain a 
separate historical file.  The AEAs are also required to contract, whenever practicable, with other 
school corporations for the use of personnel, buildings, facilities, supplies, equipment, programs, 
and services. 

Funding 
The AEAs are funded through the School Aid Formula.  Funding for the AEAs is generated at the 
school district level.  Each school district calculates the special education support, media services, 
and educational services.  The school district generates the property taxes for the AEAs through 
the levy rate.  The AEAs have no taxing authority.  The State and property tax funding then flows 
from the public school district through to the AEA (Flow-through Concept).  The school districts do 
not pay the AEAs directly, instead the State pays the entire amount and withholds part of the State 
aid payment to school districts. 

The Formula calculates funding for Special Education Support, Media Services, and Educational 
Services separately.  The AEAs use the same basic formula as school districts, cost per pupil times 
enrollment.  The funding derived from this Formula for Special Education Support, Media Services, 
and Education Services is called controlled funding. 

Each AEA has a separate cost per pupil for Special Education Support, Media Services, and 
Educational Services so there are 15 special education support costs per pupil, 15 media services 
costs per pupil, and 15 educational services costs per pupil.  Cost per pupil is a historical number 
calculated by dividing the AEA budget by the enrollment with the AEA.  The cost per pupil grows 
each year by the allowable growth amount. 

The formula also uses the term AEA state cost per pupil.  There is a special education support 
state costs per pupil, media services state costs per pupil and educational services costs per pupil.  
When each of the AEAs cost per pupil was calculated the first time, the average of the 15 AEAs 
cost per pupil became the state cost per pupil.  The AEA state cost per pupil is no longer an 
average.  The AEA state cost per pupil is used to calculate allowable growth.  The AEA state cost 
per pupil is multiplied by the allowable growth rate to achieve an allowable growth amount.  This 
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allowable growth amount is added to each of the 15 AEAs costs per pupil.  The AEA state cost per 
pupil is also used to determine the split between state aid and property taxes. 

The calculation for each Division is described below: 

• Special Education Support:  The special education support cost per pupil of each AEA is 
multiplied by enrollment.  Enrollment is the public K-12 headcount plus special education 
weighting.  The FY 1998 special education support cost per pupil varies from $164.10 to 
$186.36.  Special Education Support is funded 79.0% by the State and 21.0% by property 
taxes using the state cost per pupil.  In addition, a budget guarantee exists so a school 
district’s special education support is not less than the prior year.  The budget guarantee is 
all property taxes. 

• Media Services:  The media service cost per pupil of each AEA is multiplied by enrollment.  
Enrollment is the public K-12 headcount plus nonpublic students.  The FY 1998 media 
services cost per pupil varies from $31.83 to $32.27.  Media Services is funded entirely 
from property taxes. 

• Educational Services.  The educational services cost per pupil of each AEA is multiplied by 
enrollment.  Enrollment is the same as used for Media Services.  The FY 1998 educational 
services cost per pupil varies from $34.46 to $36.76.  Educational Services is funded 
entirely from property taxes. 

The flow-through concept creates tax rate inequities between school districts.  For example, 
Carlisle and West Des Moines are in the same AEA and pay the same amount per pupil.  However, 
Carlisle has a tax rate of $1.08 per thousand dollars of taxable valuation to support the AEA and 
West Des Moines has a tax rate of $0.40 per thousand dollars of taxable valuation.  This inequity 
exists because of the varying tax base from district to district.  Attachment 2 displays the amount 
generated for AEAs in FY 1998 by district and a summary for each AEA. 

Table 1 has the AEA state cost per pupil from FY 1976 to FY 1998.  Special education support 
state cost per pupil increased dramatically from FY 1976 to FY 1981 to bring all AEAs to full 
service.  Media services state cost per pupil also increased significantly during this period as 
funding was increased to equalize funding between AEAs.  After FY 1981, the increases in the 
special education, media services, and educational services state cost per pupil were comparable 
to school district growth.   
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Table I 
AEA State Cost per Pupil Compared to State Cost per Pupil for School Districts 

 
School District's

Fiscal Special Media Educational Total State Cost
Year Ed. Support Services Services AEA per Pupil

1976 40.43$           6.08$        10.16$            56.67$      1,134$                   
1977 48.47 6.57 11.30 66.34 1,245
1978 55.14 6.84 12.14 74.12 1,343
1979 55.18 11.05 13.61 79.84 1,470
1980 74.37 12.76 15.32 102.45 1,609
1981 88.07 14.86 18.03 120.96 1,848
1982 88.07 16.00 18.50 122.57 1,940
1983 94.23 17.12 19.80 131.15 2,089
1984 99.98 18.16 21.01 139.15 2,224
1985 102.52 18.62 21.54 142.68 2,288
1986 107.98 19.61 22.69 150.28 2,410
1987 112.13 21.37 23.56 157.06 2,503
1988 116.12 22.11 24.38 162.61 2,590
1989 120.19 22.90 25.26 168.35 2,683
1990 124.44 22.90 25.26 172.60 2,778
1991 133.38 25.41 28.03 186.82 2,978
1992 141.97 26.48 29.21 197.66 3,203
1993 147.86 27.58 30.42 205.86 3,336
1994 150.97 28.16 31.06 210.19 3,406
1995 155.27 28.96 31.95 216.18 3,503
1996 160.70 29.97 33.07 223.75 3,626
1997 166.01 30.96 34.16 231.13 3,746  

 

Each AEA has a cost per pupil for Special Education, Media Services, and Educational Services.  
This has created a variance between AEAs.  However, Table 2 shows that the variance for Special 
Education and Media Services have decreased significantly.  The variance for Educational Services 
has increased slightly.  
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Table 2 
AEA State Cost per Pupil Compared to District Cost per Pupil 

FY 1976 FY 1998
AEA Cost Per Pupil AEA Cost Per Pupil

Low High Variance Low High Variance

Special Education 32.30$              51.07$   58.1% 164.10$ 186.36$  13.6%
Media Services 5.01 8.22 64.1% 31.83 32.37 1.7%
Educational Services 10.02 10.37 3.5% 34.46 36.76 6.7%  
 

As explained above, the AEA controlled funding is the funding that is derived from the formula for 
Special Education Support, Media Services, and Educational Services.  The source of revenue for 
the controlled funding is property taxes and state aid.  The AEAs receive revenues in addition to 
the controlled funding.  For example, they receive state aid revenue from the Educational 
Excellence Program, federal funding, and local funding such as revenues from purchasing 
cooperatives.  In FY 1996, controlled funding was $122.6 million and total AEA General Fund 
revenues were $173.7 million.  In addition, AEAs receive revenues in other funds.  Total revenues 
in all governmental fund types were $214.8 million.  Table 3 displays controlled funding from FY 
1976 to FY 1996 for each Division compared to enrollment served.  Table 4 describes the AEA 
General Fund revenues by source for FY 1981 and FY 1996.  Local revenue has declined as a 
percent of total revenues from 51.5% in FY 1981 to 41.6% in FY 1996.  Federal funds have 
increased over the same time period from 10.4% to 17.7%.  State aid has remained fairly constant. 
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Table 3 

AEA Controlled Funding Compared to Enrollment Served 
(Dollars in millions) 

Net
Fiscal Special Media Educational Controlled Percentage Enrollment Percentage
Year Ed. Support Serivces Services Funding Change Served Change

1976 26.5$             4.1$          6.8$                37.3$           679,952
1977 31.5 4.3 7.4 43.2 15.7% 668,335 -1.7%
1978 35.3 4.5 8.0 47.8 10.6% 658,098 -1.5%
1979 34.6 7.1 8.7 50.5 5.6% 641,892 -2.5%
1980 46.2 8.0 9.6 63.7 26.3% 624,394 -2.7%
1981 48.5 9.0 10.9 68.3 7.2% 602,647 -3.5%
1982 52.8 9.4 10.9 73.1 7.1% 588,153 -2.4%
1983 51.3 9.8 11.3 72.3 -1.1% 570,574 -3.0%
1984 55.6 10.1 11.7 77.4 7.0% 555,907 -2.6%
1985 58.2 10.2 11.8 80.2 3.6% 547,984 -1.4%
1986 58.4 10.6 12.3 81.3 1.3% 541,887 -1.1%
1987 61.8 11.4 12.6 85.8 5.5% 534,031 -1.4%
1988 62.7 11.7 12.9 87.3 1.7% 523,026 -2.1%
1989 65.5 12.1 13.3 90.8 4.1% 526,517 0.7%
1990 67.9 12.4 13.7 94.0 3.5% 523,553 -0.6%
1991 72.4 13.3 14.7 100.4 6.8% 523,905 0.1%
1992 74.0 14.0 15.4 103.4 3.0% 528,751 0.9%
1993 79.2 14.8 16.3 110.3 6.7% 535,974 1.4%
1994 81.8 15.2 16.8 113.7 3.1% 539,531 0.7%
1995 84.5 15.7 17.3 117.4 3.3% 541,687 0.4%
1996 88.3 16.3 18.0 122.6 4.4% 544,674 0.6%  
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Table 4 

AEA General Fund Revenue by Source 
(Dollars in millions) 

 

% of  % of
FY 1981 Total FY 1996 Total

Local 56.2$      51.5% 72.3$      41.6%
State 42.2 38.7% 70.5 40.6%
Federal 10.4 9.6% 30.8 17.7%
Other 0.2 0.1% 0.1 0.1%

Total AEA General Fund Revenue 109.0$    100.0% 173.7$    100.0%  
 

The AEA General Fund expenditures have increased from $36.0 million in FY 1976 to $174.2 
million in FY 1996, an increase of $138.2 million (383.9%).  The General Fund expenditures have 
increased $48.6 million (38.7%) from FY 1986 to FY 1996.  Table 5 shows expenditures for various 
fiscal years by object and the percentage of administrative expenditures compared to total 
expenditures.  Over the years salaries and benefit expenditures have become a larger percentage 
of the total AEA General Fund expenditures while purchased services have decreased.  Capital 
outlay percentage has varied from a high of 6.61% in FY 1987 to 3.36% in FY 1996.  The capital 
outlay expenditures do not account for all the capital spending.  The percentage expended on 
administration has also declined from 6.7% in FY 1976 to 5.85% in FY 1996.  Administrative 
expenses need to be reviewed further since the Code of Iowa requires administrative expenses to 
not exceed 5.0% of the operating fund. 

Table 5 

AEA General Fund Expenditures and Administrative Percentage 

% of  % of  % of  % of
FY 1976 Total FY 1981 Total FY 1986 Total FY 1996 Total

Salaries and Benefits 21.6$      60.0% 72.6$      69.2% 88.2$      70.2% 125.1$    71.8%
Purchased Services 7.0 19.4% 22.7 21.6% 24.6 19.6% 30.7 17.6%
Capital Outlay 1.8 5.0% 4.3 4.1% 6.5 5.2% 5.9 3.4%
Other 5.6 15.7% 5.3 5.0% 6.3 5.0% 12.6 7.2%

Total AEA General Fund Expenditures 36.0$      100.0% 104.9$    100.0% 125.6$    100.0% 174.2$    100.0%

Central Administration and Support 
Percent of Total Expenditures 6.7% 6.5% 7.7% 5.9%

 

The AEAs also receive funding for juvenile shelter and detention home instruction.  The amount is 
not part of the basic funding.  The AEAs must submit a budget for approval by the Department of 
Education.  If the budget is approved, the AEAs are funded from an off-the-top allocation of school 
aid for this instruction.  
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Attachment 3 is a Department of Education document that displays FY 1996 demographic 
information for each AEA.  The enrollment in each AEA varies from 11,998 (2.0%) in AEA 14 
(Green Valley AEA) to 119,956 (22.0%) in AEA 11 (Heartland AEA).  The 2,120 certified staff 
includes 190 administrators.  In addition, there are 880 non-certified staff.  The FY 1996 average 
salary was $61,370 for administrators, $36,939 for certified staff, and $18,423 for non-certified 
staff.  Financial and demographic comparison between the AEAs is difficult due to the various 
services and programs.  For example, AEA 1 (Keystone AEA) and AEA 4 (Sioux Center) have 
unusually high percentages of non-public students, AEA 7 (Cedar Falls) operates a very large 
special education instruction cooperative, AEA 4  and AEA 10 (Grant Wood AEA) also operate 
special education instruction cooperatives, and AEA 11 contracts with the Des Moines school 
district for the district’s special education support personnel.  Therefore, AEA 11 spends more on 
the contracted purchased services and less on salaries and employee benefits.   

Summary of Past Reports and Recommendations 
Several reports have focused on AEAs.  Below is a summary of three reports.  The first two focus 
on all 15 AEAs and the last report is on one AEA. 

• Iowa’s AEAs:  Foundation for the Future was a report conducted by the Department of 
Education and the State Board of Education in 1989.  The report was a result of a 
legislative mandate that the Department develop a plan that would result in no less than 
four and no more than 12 AEAs.  Highlights of the recommendations include: 
• Numerous recommendations concerning the roles and responsibilities for the AEAs and the Department 

of Education including performing leadership and service functions on an equitable basis and a 
recommendations concerning greater collaboration. 

• The report listed five general goals that should be accomplished by AEAs:  planning and assessment 
services; services for program development and implementation; services in the organization and 
development of human resources; services to support the teaching and learning process; and general 
management and administrative services. 

• An accreditation process for AEAs. 
• A recommendation that boundaries be established that produce nine AEAs. 
• Equalize per pupil cost between AEAs. 

• Program Evaluation:  Area Education Agency Media and Educational Services was 
conducted by the Iowa Legislative Fiscal Bureau in 1984.  The report only focuses on 
Media and Education Services.  Highlights of the recommendations and findings include: 
• The General Assembly should clarify the goals and objectives of the AEA system and change the AEA 

boundaries and funding mechanism if necessary to implement these goals. 
• Media and educational services are not uniformly available to school districts across the State. 
• The formula used to fund the AEAs does not lead to equity in local tax burdens. 
• The General Assembly should define service duplication since AEAs are required by the Code of Iowa to 

avoid duplication of services. 
• Require AEAs to undergo periodic independent performance evaluations and to provide increased 

oversight of AEA budgets and programs since funding is from the school aid formula and budgets do not 
go through the State budgeting process. 

• Noted that the legislation that created AEAs was contrary to the recommendations of the various study 
committees including not placing any minimum enrollment, assessed value, or geographic size 
restrictions on the AEAs nor did it involve the community colleges in administering the AEAs. 

• The Cedar Rapids Community School District requested in 1995 that the Cedar Rapids 
Chamber of Commerce form a commission to assess the effectiveness of the School 
District.  Part of the assessment included the relationship to the AEA.  Highlights of the 
recommendations concerning the AEA include: 
• All of the AEA services be utilized to their maximum potential by the District. 
• Continue to cooperate with the AEA to insure that the District does not duplicate efforts. 
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• Grant Wood AEA is in a perfect position to facilitate the maximum level of cooperation between all metro 
districts in the areas of technology, data-processing, communications, and general administration. 

• Explore the consolidation of the technological capabilities of the 15 AEAs for the purposes of delivery of 
services to the larger districts in the State. 

CURRENT SITUATION 

In 1996, the Legislature required the Department of Education to establish the accreditation of 
AEAs.  In August, the State Board of Education approved the rules for accreditation of AEAs.  The 
rules take effect October 1, 1997.  To be accredited by the Board and maintain accreditation status, 
an AEA shall have an: 

• Approved three-year comprehensive plan. 

• Approved annual budget and plan update. 

• Approved programs and services following a comprehensive onsite review by an 
accreditation team. 

The accreditation team will recommend to the Department whether the accreditation should be 
granted or retained.  If an AEA program does not meet accreditation standards, the Department 
must establish a remediation plan prescribing the procedures that must be taken to correct 
deficiencies in meeting the program standards, and set a deadline date for correction.  If the 
deficiencies in an AEA program have not been corrected, the State Board must then remove 
accreditation and the AEA must then either merge the deficient program with a program from 
another accredited AEA or contract with another AEA or other public educational institution to 
provide the program.  Accreditation must be reviewed every three years.  The rules require the 
following standards to be used to accredit AEA programs and services: 

• Provide leadership in the area of school improvement, support proven or emerging 
educational practices, and be designed to enhance the learning opportunities of students. 

• Support and facilitate school-community planning. 

• Facilitate professional growth of instructional, administrative, and support personnel. 

• Support and facilitate curriculum development, instruction, and assessment in the areas of 
reading, language arts, mathematics, and science. 

• Support and assist schools in the provision of a free, appropriate education and full 
educational opportunity to children between birth and the age of 21, and to the maximum 
allowable age for those who require special education. 

• Supplement and support the media centers and services of schools. 

• Maintain a technology plan that is based on the needs of the schools served and includes 
collaborative partnerships with schools and other AEAs in the provision of technology 
support, products, and services. 

 
STAFF CONTACT:  Jon Studer (Ext. 17799) 
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