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GOVERNOR 

TO: 
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DATE: 

STATE OF MAINE 

DEPARTMENT OF EDUCATION 

23 STATE HOUSE STATION 

AUGUSTA, MAINE 

04333-0023 

The Honorable Angus S. King, Jr., Governor 

Members of the 119th Legislature 

J. Duke Albanese, Commissioner of Education 

December 16, 1999 

J. DUKE ALBANESE 

COMMISSIONER 

SUBJECT: RECOMMENDED FUNDING LEVEL for Fiscal Year 2000-01 

Please find enclosed the Recommended Funding Level for General 
Purpose Aid for Education, as proposed to the State Board of Education on 
December 15, 1999. 

The FY 01 state appropriation that would be required by the 
Recommended Funding Level is $655,936,527. 

Regarding the current funding of K-12 education in Maine, I wish 
to emphasize the following: 

• Until FY 99, State funding for education had improved only 
minimally since the economic downturn in FY 91. During this 
same period of time, property taxes have increased 
significantly, to compensate for the reduced state share. 

• In FY 99 and in FY 00, significant increases in school funding 
were appropriated. These increases were invaluable for local 
school units and for Maine's taxpayers. However, Maine's 
schools require sustained funding support in order to achieve, 
and maintain, the high standards in Maine's Learning Results. 

• The biennial budget currently contains $641,352,552 for FY 
01, a 2.9% increase over FY 00. 

OFFICES LOCATED AT THE EDUCATION BUILDING AN EQUAL OPPORTUNITY EMPLOYER 

TDD: (207) 287-2550 PHONE: (207) 287-5800 FAX: (207) 287-5900 



• Local school districts are already beginning to implement 
changes that will be necessary for all students to achieve the 
state's Learning Results, arguably the most ambitious and· 
comprehensive education reform in Maine's recent history. 
Without a continuation of the level of financial support that 
has been provided for FY 1999-00, important Learning Results 
work will undoubtedly continue, but not at the pace that is 
needed to satisfy statutory deadlines. 

I understand fully that there are many competing demands for state 
funds, and there is concern about the sustainability of revenues. However, I 
must assert that this request is essential to Maine public schools. Elevating 
student achievement and raising student aspirations are key to Maine's 
future. Dramatically improving the education attainment of all Maine citizens 
is at the heart of our collective efforts to improve the quality of life for all 
Mainers. Realizing our vision - Maine people are among the best educated in 
the world - will require sustained and adequate investments in K-12 
education. 

In conclusion, I would be pleased if my recommended funding were 
approved, but I also believe that there is much that needs to be done that is 
beyond the capacity of my recommendation. During the coming session, 
there will be much debate regarding the use of the increased state revenues. 
During these debates, I hope that additional funding for local schools, above 
my recommendation, will be considered along with the many other pressing 
needs of Maine citizens. 



Background 
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jl 'Vision for 9daine P.ducation 
Maine people win be among 
the best educated in the world. 

• Age 0-5. Every child starts school "ready to learn". 

• Grades K-12. Every student achieves at the highest 
level possible and leaves school prepared for post
secondary study. 

• Post-secondary. Maine people are well educated 
for life and work in the 21st century. 
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Significant School Funding 
Enactments by the 119th 

Legislature, 1st Session 
A plan for improving Maine's school funding formula was enacted by the Legislature by 
overwhelming majorities. This plan, to be implemented in the four-year period from FY 
00 through FY 03, consists of two related elements . 

• One element would implement legislation to immediately improve the funding 
formula. 

• The second element is additional preparations by the State Board of Education and 
by the Department of Education, to prepare for a phase-in to funding based on 
Essential Programs and Services. This phase-in, if approved by the Legislature, 
would begin in FY 04 and be completed in FY 07. 

An overview of entire plan is displayed below. 

Elemenl#1 

in distribution 
• Increased adequacy in funding 
• Protection again losses in pupils 
• Hold harmless & hardship cushions 
• Changed use of income; no cost of living adjustment 

(COLA) 
• Separation of Debt Service, Adjustments 

E 

Preparing for Essential Programs & Svcs 
• Additional research for critical Essential Programs 

& Se/Vices concepts. 

• Changes in the Department of Education's data 
collection & data reporting systems, for alignment with 
Essential Programs & Se/Vices. 

• Final design and enactment of a funding formula 
based on Essential Programs & SelVices. 

Key features of this plan are described on the following pages. 
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Operating Costs 

• Operating costs include most salary and benefit 
costs, supplies, building maintenance, etc. The 
"Per-pupil Guarantee" is the legislatively set total 
dollar amount for per-pupil operating costs. The 
State and the local school unit jointly contribute to 
equalize funds for each pupil at this level. 

• Until FY DO, this amount was set annually, without 
regard to the actual level of per-pupil costs in Maine 
districts. For example: in FY 99, the Per-pupil 
Guarantee is $3,675, 82.6% of FY 99's estimated 
per-pupil cost of $4,448. 

• In FY DO, the proposal increased the Per-pupil 
Guarantee to $4,020, 86.9% of the estimated per
pupil operating costs in FY 00. During each of the 
following three years, further increases in the Per
pupil Guarantee would continue to close the gap 
between the Per-pupil Guarantee and the actual 
level of per-pupil costs, thereby improving pupil 
equity. By FY 2003, the Per-pupil Guarantee would 
be $5,204 and equal to the estimated per-pupil 
costs during that year. 

Program Costs 

• Program Costs include costs for Special 
Education, Vocational Education, 
Transportation, and Early Childhood. In FY 
99, subsidies for most Program Costs ignored 
22.44% of subsidizable costs for these 
programs; Transportation subsidies ignore 
12.89% of these subsidizable costs. 

• The proposal would, over a four year period, 
lower these reduction percentages to 0%. In 
FY DO, the reduction percentage for most 
Program Cost components is 15.88%, instead 
of 21.06% in FY 99. In FY DO, the reduction 
percentage for Transportation would be 
14.38%. 

• After eliminating these subsidy reductions, the 
state would again be paying its full share of 
62% of all program costs. 

$6.000 

$5,000 

$4,000 

$3,000 

$2,000 

$1,000 

$0 

Saxl.O 

Increasing the Per-pupil 
Guarantee to Match Actual 

Operating Costs 

$5,204 

FY1999 FY2000 FY2001 FY2002 FY2003 

GlEl Proposed Per-pupil Guaranlee 
__ Estimated Per-pupit Operntlng Cost 

Increasing the GPA for Program Costs 

FY1999 FY2000 FY2001 FY2002 FY2003 

lc::::Jproposed PROGRMI Costs Subsidy -..-Prograrn Costs GPA(dNOsubsldyredLctlm)1 
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Hold Harmless & Cushion Provisions 
Two different types of protection for all units are provided in FY 00: 

• Hold Harmless. Every unit would receive at least the subsidy which they would 
have received under the Part I budget, enacted March 15, 1999. 

• Hardship Cushion. In addition, every school unit would receive at least the 
subsidy received in the prior year (FY 99). Funding for this provision utilizes 
one-time FY 00 revenues totaling $3.8 million. 

These provisions do not consider subsidies for bus purchases or for debt service. 

No cushions have been enacted for FY 01 or in succeeding years. 

Ability-to-pay measures 
• Income remains in the funding formula but is frozen at the amount used for FY 

98 funding, after adjusting for unusually large increases from the FY 97 income 
level. These frozen income levels would remain in effect until final Federal 
Decennial Census figures are established for the year 2000. 

• The cost-of-living adjustment (COLA) is eliminated. 

Preparing for Essential Programs & Services 
In preparation for the phase-in to funding based on the Essential Programs & 

Services model: 

• the State Board of Education will arrange for additional research into key areas 
such as transportation, special education, vocational education, best practices 
(high performance & efficient operations) and revenue sources for funding public 
education. 

• the Department of Education will refine and expand its data collection and data 
reporting systems for alignment with the funding of Essential Programs & 
Services. 

Other Features 
• For school units who are losing students, an averaging of pupil counts is 

implemented, to help units with fixed costs that cannot be reduced. This 
adjustment does not apply to tuitioned pupils. 

• Appropriations for Debt Service and for Adjustments would be separated from 
the Foundation GPA appropriation. 

• A new adjustment is provided for ESLjBilingual instruction. 
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FY 2000-01 
Recommendations 
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Annual Statutory Deadlines 
• Prior to December 15th , the commissioner, with the approval of the state board, 

shall recommend to the Governor and the Bureau of the Budget the funding 
levels for General Purpose Aid to Local Schools. (20-A M.R.S.A. Sec. 15606) 

• No Later than the Friday following the first Monday in January, the Bureau of 
the Budget shall annually certify to the Legislature the funding levels 
recommended by the Governor. (5 M.R.S.A. Sec. 1666) 

• Prior to March 15th, the Legislature shall enact legislation regarding the above 
recommendations on the funding levels for General Purpose Aid to Local 
Schools. (20-A M.R.S.A. Sec. 15607) 

Recommended Elements 
2000-01 Funding 

Appropriations: 
1999-2000 Enacted 2000-01 Recomrrendatlon 

Foundation 

Debt Service 

Adjustrrents 

Total 

Hold Harmless 

English as a 2nd Language 

Other Adjustrrents 

Total Adjustrrents 

One-tlrre Hardship Cushion 

$535,163,842 * 
$56,150,600 

$1,230,000 

$1,000,000 

$29,252,250 

Pl,482,250 ** 
$622,796,692 

$3,783,692 

* Includes adjustments as a result of Private & Special Law 42 and Resolve 77. 
** Less$100,OOO for Essential Programs & Services Study 

$2,000,000 

$1,600,000 

Pl,352,735 

Supplemental Appropriation needed: $14.6 million over $641.4 enacted 

Rates based on Chapter 606 School Finance Act of 1985 
1999-2000 

Enacted 

Operating Cost Mill Rate 5.11 

Program Millage limit 1.21 

Debt Service Millage limit 0.50 

Foundation Per Pupil Operating Rate (K-12) $3,393 

Elerrentary Per Pupil Operating Rate (K-8) $3,201 

Secondary Per Pupil Operating Rate (9-12) $3,845 

Reduction Percentages 

Program Cost Reduction 15.88% 

Transportation Operating Reduction 14.38% 

Insured Value Factor Reduction 22.44% 

$564,637,558 

$56,346,234 

P4,952,735 

$655,936,527 

2000-01 
Recomrrendatlon 

7.12 

1.31 

0.50 

$4,138 

$3,908 

$4,664 

9.97% 

9.97% 

9.97% 

Rates based on Chapter 606-A School Finance Act of 1995 
1999-2000 2000-01 

Statewide local shane of the Per Pupil Guarantee mill rate 

Per Pupil Guarantee 

Statewide Factor 

Enacted 

6.67 

$4,020 

0.56410 

Recomrrendation 

7.11 

$4,307 

0.57950 8 



Tables and Graphs 
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Pupil Inequities 
School districts with the least ability-to-pay spend an average of $4,708 per-pupil: about 75% 
of the average per-pupil expenditure of $6,182 for districts with the greatest ability-to-pay. 

E 100% 
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'" " 60% '" f! 
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40% 0 
I!! 

1997-98 Per-pupil Expenditures 
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~ 

+---'-_"'---+--.....J...~.L..--I---'-_--'---+-----'-_-'--t-----L_-'--+ $4,000 « 
Top 1/5th of 2nd 1/5th of 3rd 1/5th of 4th 1/5th of Lowest 1/5th of 

Districts Ranked Districts Districts Districts Districts Ranked 
by Abllity-to-pay by AbIiHy-to-pay 

I c:::J Local Share Operating Percentage ....e- Per-pupil Expenditures I 

Taxpayer Inequities 
The pupil inequality displayed on the prior graph persists in spite of the fact that these 
districts with little ability-to-pay are making a tax effort for education that is, on the 
average, among the highest in Maine. 
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1998·99 Mills Raised for Education 
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Quintiles: School districts are ranked from high to low based on their ability to pay, as 
determined by 85% state valuation of property and 15% Income/Cost-of-living. The districts are 
then separated into five groups, or quintiles with approximately 57 units in each. 
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1998-99 Mills Raised for Education 
by Maine School Districts 

oS! 100% +l c 90% ':; 80% a 
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Ranked Ranked 

by by 
Ability.to- Abillty.to-

pay pay 

• Above 12 mills 

010 to 12 mills 

o Below 10 mills 

The state average Mills 
Raised for Education in 
1998-99 was 11.07 mills. 

1997-98 Per Pupil Expenditures 
by Maine School Districts 
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by 
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to-pay 

2nd 1I5th 3rd 1/5th 4th 1I5th Lowest 
of of of 1I5th of 

Districts Districts Districts Districts 
ranked 

by 
Ability
to-pay 

• Above $5,300 
rn $5000-$5,300 
o Below $5,000 

The state average Per 
Pupil Expenditure in 
1997-98 was $5,147. 

Expenditures exclude 
leases, major capital, 
debt services and 
transportation. 

Quintiles: School districts are ranked from high to low based on their ability to pay, as 
determined by 85% state valuation of property and 15% Income/Cost-of-living. The districts 
are then separated into five groups, or quintiles with approximately 57 units in each. 
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Expenditure and Revenue Trends 
Some of the educational expenditure trends (through FY 99) that ha\e influenced the amount of this 
Recommended Funding Le\el are described below, and in the following tables graphs. 

2 

3 

Recent Trends in Factors Associated With Educational Expenditures 

Percentage of Change 

FY 94 FY 95 FY 96 FY 97 FY 98 FY 94 
to to to to to to 

FY 95 FY 96 FY 97 FY 98 FY 99 FY 99 

Total State & Local Expenditures 4.21% 3.23% 4.57% 3.55% 5.58% 21.14% 

Per Pupil Operating Costs 

A. Elementary 4.42% 3.10% 4.60% 4.97% 6.29% 25.47% 

B. Secondary 2.92% 0.59% 2.67% 1.20% 5.11% 13.11% 

Pupil Enrollments 

A. Elementary 0.34% -0.68% -1.26% -1.65% -1.43% -3.17% 

B. Secondary 1.92% 1.45% 3.00% 0.08% 1.49% 6.69% 

Total State & Local Expenditures are those expenditures detailed in the tables titled "State & Local Expenditure 
Trends - By Function" and "State & Local Expenditure Trends - By Funding Classifications". 

Per Pupil Operating Costs are all State & Local expenditures excluding Early Childhood, Special Education, 
Vocational Education, Transportation (Operating & Buses), Insured Value, Leases, Major Capital Outlay and 
Principal & Interest. 

Pupil Enrollments are the resident enrollments collected on October 1st of each year. 
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STATE & LOCAL EXPENDITURE TRENDS - BY FUNCTION 
Percentage of Increase 

in Expenditures 
Annual Expenditures FY97 FY98 

to to 
FY97 FY98 FY99 FY98 FY99 

1. General Administration 
A Salaries $24,577,167 $25,833,185 $27,187,976 
B. Benefits $4,925,892 $5,078,550 $5,023,788 
C. Other $16,331,996 $16,592,021 $16,806,191 
D. Total $45,835,055 $47,503,756 $49,017,956 3.64% 3.19% 

2. School Administration 
A Salaries $52,978,808 $54,535,689 $56,703,750 
B. Benefits $7,444,290 $7,677,273 $7,995,272 
C. Other $6,267,169 $6,729,092 $7,259,275 
D. Total $66,690,267 $68,942,054 $71,958,297 3.38% 4.38% 

3. Instruction 
A Salaries, Professional $563,717,117 $582,828,773 $604,353,020 
B. Salaries, Other $67,613,685 $73,097,543 $83,182,702 
C. Benefits $88,142,182 $89,622,588 $94,623,247 
D. Teaching Supplies $21,048,883 $22,030,992 $23,441,697 
E. Books and Periodicals $9,990,770 $11,269,849 $12,210,431 
F. Other $38,685,773 $39,850,830 $46,095,332 
G. Total $789,198,410 $818,700,575 $863,906,430 3.74% 5.52% 

4. Tuition to Non-Public Schools $26,719,268 $27,536,883 $31,181,253 3.06% 13.23% 

5. Tuition/Fees for State Wards $5,965,863 $6,318,203 $7,251,055 5.91% 14.76% 

6. TuitionlFees for State ~encl: Clients $14,993,845 $13,977,743 $17,670,243 -6.78% 26.42% 

7. Voc. Ed. Assessments to Regions $8,181,634 $8,590,636 $9,120,979 5.00% 6.17% 
(Operating Only) 

8. Nutrition $4,385,462 $4,453,661 $4,899,537 1.56% 10.01% 

9. 0l2eration & rvlaintenance of Plant 
A Salaries $43,417,505 $44,877,014 $46,762,806 
B. Benefits $11,364,577 $11,525,684 $11,664,427 
C. Purchased Services $27,650,930 $30,457,463 $35,483,869 
D. Insurance $2,711,422 $2,539,506 $2,532,554 
E. Energy $26,871,983 $25,677,888 $24,991,796 

....... F. Other $17 ,494 ,480 $17 ,984,092 $18,249,208 

.f:>. G. Total $129,510,897 $133,061,647 $139,684,660 2.74% 4.98% 



STATE & LOCAL EXPENDITURE TRENDS - BY FUNCTION, Continued 
Percentage of Increase 

in Expenditures 
Annual Expenditures FY97 FY98 

to to 
FY97 FY98 FY99 FY98 FY99 

10. Less Msc. Local Re~nue ($8,718,371 ) ($8,393,480) ($9,340,137) -3.73% 11.28% 

11. Les s Federal Re~nues ($2,722,498) * ($2,394,431) • ($2,115,Q83) • -12.05% -11.67% 

12. TOTAL OPERATING COST INCLUDING 
SPECIAL AND VOCATIONAL EDUCATION $1,080,039,832 $1,118,297,247 $1,183,235,190 3.54% 5.81% 

13. TransQortation, OQerating 
A. Salaries $26,774,801 $27,772,399 $28,879,962 
B. Benefits $7,584,813 $7,729,119 $7,896,577 
C. Puchased Services $15,168,882 $16,073,634 $16,701,348 
D. Other $12,879,825 $12,389,284 $12,054,904 
E. Total $62,408,321 $63,964,436 $65,532,790 2.49% 2.45% 

14. TransQortation, Buses 
A. ,6ppro~d for subsidy $4,487,116 $4,356,489 $4,874,625 
B. Other $889,388 $1,174,215 $648,702 
C. Total $5,376,504 $5,530,704 $5,523,327 2.87% -0.13% 

15. Major CaQital Outlay $3,999,641 $3,607,143 $6,258,946 -9.81% 73.52% 

16. Insured Value $2,215,205 $2,308,676 $2,408,308 4.22% 4.32% 

17. Leases 
A. ,6ppro~d for subsidy $5,961,694 $6,063,498 $6,201,648 
B. Other $1,559,009 $1,906,253 $2,999,088 
C. Total $7,520,703 $7,969,751 $9,200,736 5.97% 15.45% 

18. Debt Service 
A. ,6ppro~d for subsidy $62,631,452 $64,412,173 $66,145,753 
B. Other $11,155,785 $12,110,154 $10,704,509 
C. Total $73,787,237 $76,522,327 $76,850,262 3.71% 0.43% 

19. Less: 
P.L. 81-874 Federal Re~nue ($3,270,428) ($2,400,980) ($2,037,801 ) -26.59% -15.13% 

20.GRAND TOTAL $1,232,077,015 $1,275,799,304 $1,346,971,758 3.55% 5.58% 
f-" 
1Jl 

• Includes Bureau of Indian Affairs funds for reservation schools. 



STATE & LOCAL EXPENDITURE TRENDS - BY FUNDING 
CLASSIFICATIONS 

(1 ) (2) (3) (4) (5) 
PERCENT PERCENT 

OF OF 
.ACTUAL .ACTUAL .ACTUAL INCREASE INCREASE 

COST COST COST FY97 FY98 
OF OF OF TO TO 

FY97 FY98 FY99 FY98 FY99 

OPERATING: 
ELEMENTAAY $588,610,510 $610,020,974 $637,935,898 3.64% 4.58% 
SECONDAAY $302,943,137 $310,795,994 $332,361,561 2.59% 6.94% 

TOTAL $891,553,647 $920,816,968 $970,297,460 3.28% 5.37% 

EAALYCHILDHOOD $541,514 $502,427 $554,006 -7.22% 10.27% 

SPECIAL EDUCATION $163,391,311 $171,606,493 $185,548,049 5.03% 8.12% 

VOCATIONAL EDUCATION $24,553,360 $25,371,358 $26,835,675 3.33% 5.77% 

TRANSPORTATION - OPERATING $62,408,321 $63,964,436 $65,532,790 2.49% 2.45% 

TRANSPORTATION - BUSES $5,376,504 $5,530,704 $5,523,327 2.87% -0.13% 

INSURED VALUE $2,215,205 $2,308,676 $2,408,308 4.22% 4.32% 

LEASE $7,520,703 $7,969,752 $9,200,736 5.97% 15.45% 

rv1A.IOR CAPITAL OUTLAY $3,999,641 $3,607,143 $6,258,946 -9.81% 73.52% 

PRINCIPAL & INTEREST $73,787,237 $76,522,327 $76,850,262 3.71% 0.43% 

TOTAL $1,235,347,443 $1,278,200,284 $1,349,009,558 3.47% 5.54% 

LESS P.L. 81-874 FEDERAL REV. ($3,945,292) ($2,400,980) ($2,037,801 ) -39.14% -15.13% 

....... TOTAL STATE & LOCAL COSTS $1,231,402,151 $1,275,799,304 $1,346,971,757 3.61% 5.58% 
(j) 



COMPARISON OF APPROPRIATIONS & PROPOSED 
RECOMMENDED FUNDING LEVEL from FY 97 to FY 01 

Certified Percentage Percentage 
Funding of Increase of Increase 

Le-.el FY 97 to FY 98 to 
FY 97 FY 98 FY 99 FY 00 FY 01 FY 98 FY 99 

1 Valuations (in billions)": $65.1 $65.9 $67.2 $68.8 $70.9 1.2% 2.0% 
As prescribed in CH. 606-A $64.8 $65.7 $67.0 $68.6 $70.8 1.4% 2.0% 

2 Mills: 

A. Operating - CH. 606-A 6.06 6.06 6.06 6.67 7.11 0.0% 0.0% 

B. Program 1.03 1.06 1.11 1.21 1.31 2.9% 4.7% 
C. Debt Service 0.48 0.50 0.50 0.50 0.50 4.2% 0.0% 

D. Total 7.57 7.62 7.67 8.38 8.92 0.7% 0.7% 

3 Foundation Operating Rates: 

A. Total (K-12) $3,139 $3,158 $3,328 $3,393 $4,138 0.6% 5.4% 
B. Elementary $2,880 $2,922 $3,107 $3,201 $3,908 1.5% 6.3% 
C. Secondary $3,799 $3,746 $3,862 $3,845 $4,664 (1.4%) 3.1% 

4 School Finance Act of 1995 (CH. 606-A) Rates: 

A. Per Pupil Guarantee Rates $3,525 $3,548 $3,675 $4,020 $4,307 0.7% 3.6% 
B. Statewide Adjustment Factor 0.54972 0.55301 0.53790 0.56410 0.57950 0.6% (2.7%) 
C. State A-.erage Per Pupil Fiscal Capacity $300,339 $304,007 $309,893 $320,774 $332,144 1.2% 1.9% 
D. State Median Household Income-* $30,198 $31,348 $31,800 $31,348 $31,348 3.8% 1.4% 

5 Total State Funds Distributed for Local Education 0n millions): 

A. State Share of the Total Allocation $523.2 $534.1 $562.4 $591.3 $621.0 2.1% 5.3% 
B. Hold Harmless! $.0 ** $.0 $.0 $1.2 $2.0 0.0% 0.0% 

Hardship Cushion $.0 $3.0 $3.0 $3.7 $.0 0.0% 0.0% 
C. Total Adjustments $21.3 $21.2 $26.2 $30.2 $32.9 (0.5%) 23.6% 
D. Sub-total (A thru C.) $544.5 $558.3 $591.6 $622.7 $655.9 2.5% 6.0% 

E. Retirement 135.6 151.5 148.5 151.5 157.5 11.7% (2.0%) 

F. Total (D. and E.) $680.1 $709.8 $740.1 $774.2 $813.4 4.4% 4.3% 

6 State S hare Percentage 52.23% 52.42% 53.09% 53.62% 51.90% 

. Begmnmg m FY 94, thiS IS computed as the lesser of (1) the a-.erage state valuation for the 2 most recent }ears or (2) the most recent state valuation. 
Beginning in FY 96, this is computed as the a-.erage state valuation for the 2 most recent }ears. 
In FY97, net result of hardship cushion limits per pupil losses to -5% and gains to 6.59% . 

••• Beginning in FY DO, this amountwas frozen, via statute, at $31,348 

Percentage 
of Increase 
FY 99 to 

FY 00 

2.4% 
2.4% 

10.1% 
9.0% 
0.0% 
9.3% 

2.0% 
3.0% 

(0.4%) 

9.4% 
4.9% 
3.5% 
(1.4%) 

5.1% 
100.0% 
23.3% 
15.3% 
5.3% 

2.0% 

4.6% 

Percentage 
of Increase 
FY 00 to 

FY 01 

3.1% 
3.2% 

6.6% 
8.3% 
0.0% 
6.4% 

22.0% 
22.1% 
21.3% 

7.1% 
2.7% 
3.5% 
0.0% 

5.0% 
66.7% 

(100.0%) 
8.9% 
5.3% 

4.0% 

5.1% 
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C 

.Q 

General Purpose Aid 
to Local Schools 

$700.0 .,----------------------, 

$650.0 -t---------------------",.t:;..--i 

$600.0 -t-----.:I,---------------,~C-..-----i 

::2: $550.0 +---'r---m====IIt::7-=-----------j 

$500.0 -t-------------------~ 

$450.0 +----r---r-----r------r--.....--------r--....-----I 

94 95 96 97 98 99 2000 2001 

Fiscal Years 

--¢- General Fund Appropriation --- Recommended Funding Level 

-" - . 
Fiscal General Fund Recommended 

.,"'-

Year App..r.~flri,~ti on FU!1ding Level 
94 $519.9 $630.3 
95 $521.9 $515.1 
96 $534.1 $548.0 
97 ····'·$544.-5 $548.1 
98 $558.3 $571.7 
.. - -~.-- --~-'--- .<-- .,,- ~ --"'", ---- -

99 $591.6 $575.0 
-. -'--'.-,,--- .. --. ~--' 

2000 $622.7 $621.1 
2001 N/A $655.9 
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State &. Local Funds for Education 
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94 95 96 97 98 99 2000 2001 

Fiscal Years 

o Teacher Retirement ~ G.P.A. 0 Local Required* III Additional Local 

L 

Fisca 
Year 

-

-Teacher--r 
Retfrementr- G.P.A. 

*~~~~!-l' ,.. ~~~~:: 
Re~:~~~a*1 Ad~!~~~ai1 

94 
95 
96 
97 
98 
99 

2000 
2001 

~ , 

"$fii4 $534.1 
$135:61 $544.5 

~~!~:~l i~~~:~ 
~~?0.01 $621.1 
~157:~L $655.9 

$386.0 ~191.21 
$376.1 $240.51 
$388.4 $265.01 
$479.51 $204.91 
$.490.81~~25··(31 
$500.8 1 $239.31 
', ....... , '. j - '" - "j 
$517.91 $207.2**1 
$(322.9\ . N/A***i 

* Source: ED 261 printout -- State Totals 

** Additional Local estimated for FY 2000 

*** Additional Local for FY2001 not available at this time. 
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How the School Funding 
Formula Works 
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GENERAL BACKGROUND 

STATE 

• Maine's school funding formula operates according to the requirements of 
two school funding statutes. The School Finance Act of 1985 still guides 
many components of the school funding formula. The most recent school 
funding statute/ the School Finance Act of 1995/ was first implemented in 
the 1996-97 fiscal year. The School Finance Act of 1995 guides the 
calculation of school unit operating cost subsidies/ and adds median 
household income as an additional measure of local ability-to-pay in the 
operating costs portion of the formula. 

• School funding in Maine is/ for the most part/ no longer expenditure-driven. 
Provisions presently exist that control the total amount of state sUbsidies 
for education. Several changes in the methods for calculating state subsidy 
amounts have been implemented/ all for the purpose of reducing the state 
obligation. The method used since 1993-94 reduces both the state and 
local share amounts -- with some exceptions -- for each school unit by a 
fixed percentage/ so that the state's total statewide obligation is equal to 
the amount appropriated for that purpose. 

• All state funds for education are appropriated from the General Fund. The 
largest revenue sources for the General Fund are the state income tax and 
the state sales tax. The state appropriation for the basic support program/ 
General Purpose Aid (GPA)/ is appropriated as a single amount and 
distributed through the school funding formula to each school 
administrative unit. Most state education funds are distributed to promote 
pupil and taxpayer equity. 

• In order to obtain GPA funding/ each local unit must raise its computed 
local share/ as determined through the funding formula. If a school unit 
fails to raise 100% of its computed local share/ its state subsidy amount is 
reduced by the same percentage as the reduced local share. 

• There are two significant components of school funding that operate 
"outside the formula": (1) the state pays for 100% of the employee 
retirement costs for every local school unit (except for federally funded 
teachers); and (2) local school units may raise additional local property tax 
revenues without state participation and subject only to approval of the 
unit's voting public and local legislative body. 
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LOCAL 

• There are currently 286 school administrative units in Maine. Of these, 199 
are organized as a part of the government of a single municipality. These 
single municipality school administrative units are fiscally dependent on the 
government of that municipality, but the school administrative unit is 
generally independent of the municipality government for all other policy 
matters. The remaining 87 school administrative units are organized to 
provide educational services to more than one municipality. These units, 
known as School Administrative Districts and Community School Districts, are 
independent of the governments of the municipalities being served, both 
fiscally and for other policy matters. 

• Many school administrative units do not operate schools, or operate schools 
for some, but not all, grades. Pupils for which instruction is not provided for 
in these school units enroll in nearby school administrative units that do 
provide instruction, or in private schools that have been approved for tuition 
purposes. Tuition costs for these pupils are provided by the school 
administrative units where the pupils reside. 

• Local property tax is the only tax revenue source for school administrative 
units. In addition to state subsidies, federal funds, and other grants, some 
school administrative units also derive revenues from other sources, including 
tuition charges and fees for transportation. However, these revenues are 
ultimately derived from property tax levies of other school administrative 
units. 

• Of the 286 local school units described above, three are Maine Indian 
Education school units. Maine Indian Education derives most of its funding 
from state and federal sources. State funding for Maine Indian Education is 
not treated procedurally different through the funding formula from other 
school units, but state aid for these units that would otherwise be received 
must be reduced by an amount, called an offset, which represents 15% of 
specific federal grant funds for Maine Indian Education. 

• Education in unorganized townships is supervised by the Education in 
Unorganized Territories office of the Maine Department of Education. 
Education in Unorganized Territories operates six schools throughout the 
unorganized territories, but most pupils residing in these territories are 
tuitioned to the nearest public school system. Pupils residing in particularly 
remote areas are provided with education services through a variety of 
alternative methods. The budget for Education in Unorganized Territories is 
funded entirely through a local property tax levy across all the unorganized 
territories, and is independent from the school funding formula. 
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HOW THE FUNDING FORMULA WORKS 

Since 1996-97, Maine's school funding formula has been based on two school 
funding statutes: 

• "The School Finance Act of 1985" (Title 20-A, M.R.S.A., Chapter 606); and 

• "The School Finance Act of 1995" (Title 20-A, M.R.S.A., Chapter 606-A). 

The School Finance Act of 1985 (Chapter 606) guides the calculation of program 
costs, debt service, and all adjustments. This statute is also used to determine the 
statewide amount of all operating subsidies. 

The School Finance Act of 1995 (Chapter 606A) guides the calculation of each 
school unit operating cost subsidy. The dollar amount represents a Per Pupil 
Guarantee. 

The following diagram depicts the relationship between the Chapter 606 statute 
and the Chapter 606A statute. In this diagram, the circles represent school 
funding calculations, and the arrows represent data which is used in these 
calculations or data which results from the calculations. 

1. Pupil counls 

2. Siale valualions 
3. Median Household Income 

Statewide total amount for 

For each school unit: 

Subsidy and Req'd 
Local Sham amounts 

for Operating Costs 

1. Pupil counls 

2. Slate valualions 

3. Expenditures 

4. PoliCY decisions: 

a. Total GPA amount 
b. Total amountfor 

each adjustment 

J 

For each school unit: 

1. Subsidy and Req'd Local Share 
amounts ror 
• Program Costs 

• Debt Service 

2. All Adjustments 

For each school unit 

Adjusted minimum subsidy 
(if appropriate) 
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PUPIL COUNTS 

State subsidy is distributed based on resident pupil counts. Resident pupil 
counts are based on the number of pupils who reside in a school administrative 
unit and who are being educated at the expense of a school administrative unit. 
Two snapshot pupil counts are used: as of April 1st and October 1st of the most 
recent calendar year prior to the year of funding. The average of these two 
snapshot counts is used for funding purposes. 

Pupils are counted as follows: (a) all regular pre-K through grade 12; (b) plus a 
calculated amount for secondary school-aged alternative education pupils 
seeking their high school diploma by taking Adult Education courses - 0.1 pupil 
is counted for each completed course. Three types of counts are taken: one 
count representing all pupils, a second count for elementary pupils only, and a 
third count for secondary pupils only. 

LOCAL FISCAL CAPACITY 

The fiscal capacity of each school administrative unit depends upon (a) the 
average of the equalized assessed value of all real and personal property 
valuation in the school unit during the two most recent years prior to the year 
of funding, and (b) for operating costs only -- median household income of the 
school unit two years prior to the year of funding. 

For program costs and debt service, 100% of local fiscal capacity depends on 
relative property values. For operating costs only, 85% of local fiscal capacity 
depends upon relative property values, and 15% depends upon relative median 
household income. 

A local unit's property factor is calculated as: 

(
property Per Pupil Fiscal Capacity for Unit XJ 

Statewide Property Per Pupil Fiscal Capacity 

A local unit's income factor is calculated as: 

(
Median Household Income for Unit X) 
Statewide Median Household Income 
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EDUCATIONAL COSTS 

Education costs that are subsidized through the funding formula are divided into four general 
categories: 

-Operating costs 
-Program costs 
-Debt service 
-Adjustments 

Operating costs and program costs together are referred to as the foundation. 

-Operating costs include all expenditures except the following: 

~subsidizable costs that are defined as program costs and debt service costs, as 
described below; 
~school construction costs not approved by the state; 
~community service costs; 
~expenditures from federal sources, except federal Impact Aid; 
~V2 of salary and benefit costs for superintendents, associate superintendents, 
and assistant superintendents; 
Hransportation costs not associated with transporting students from home to 
school and back each day; and 
~teacher retirement costs. 

-Program costs are specific programs that are treated separately from operating costs 
because these categories of programs can have unusually high costs for an individual 
school unit. Program costs include: 

~costs associated with transportation; 
~special education; 
~vocational education (applied technology); and 
~early childhood education. 

-Debt service includes: 

~principal and interest costs for state-approved school construction projects; 
~state-approved leases; and 
~insured value factor costs. 

-Adjustments include items such as: 

Hunding for State Wards and State Agency Clients; 
~out-of-district special education placements; 
~geographic isolation grants; 
~audit adjustments; 
~private school services; 
~Iong term drug treatment centers; 
~hardship cushions. 
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TECHNICAL CALCULATIONS 

• Operating Costs 

Operating costs for the year of funding are first calculated by updating all 
subsidizable operating costs in the base year (two year old costs) by the average of 
the two most recent annual increases in the Consumer Price Index (CPI). Three 
per-pupil rates, the Foundation Per-Pupil Operating Rates, are established: a K-12 
rate, a K-8 rate, and a 9-12 rate. Each of these rates is calculated by dividing the 
statewide sum of all updated subsidizable operating costs by the average of the 
appropriate statewide pupil count, as described in the "Allocation Ut;lits" section 
above. An operating cost mill rate is calculated for the limited purpose of acting in 
tandem with the program cost and debt service millage limits (see below) in 
determining the state and local shares for the program cost and debt service 
allocations. 

Since the 1996-97 fiscal year, the provisions of the School Finance Act of 1995 have 
governed the allocation of operating costs. Operating costs for the year of funding 
are now allocated through the Per-Pupil Guarantee, which replaces the Foundation 
Per-Pupil Operating Rates for the operating costs allocation. 

The Per-Pupil Guarantee is the total amount of operating cost funds made available 
for each subsidizable pupil. The amount of the Guarantee is set by state policy and 
by the availability of state revenues. The School Finance Act of 1995 sets the total 
statewide local share for operating costs at 6.06 mills multiplied by the total 
statewide property valuation. The state share for operating costs is simply what the 
Legislature appropriates for education for the year of funding, minus state aid for 
program costs, debt service, and adjustments. 

For each local school unit, the unit's local share percentage (for operating costs 
only) is calculated as: 

Statewide 
Adjustment x [ (0.85 x Unit's Property Factor) + (0.15 x Unit's Income factor) ] 
Factor 

The statewide adjustment factor is a percentage that is determined so that the 
appropriate statewide overall local share percentage will result. The percentage 
may be explained as the local share percentage of a school administrative unit 
whose property factor and income factor are equal to the state average of these 
factors. 

If this final calculation is greater than 100% (usually for units with high local ability
to-pay), it is reduced to 100%. 
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• Program Costs 

The amount of program cost funding needed for the funding year is calculated by 
updating program costs in the base year (two year old costs) by the average of the two 
most recent annual increases in the Consumer Price Index (CPI). A percentage reduction 
factor is used to reduce the allocation for program costs to ensure that the state's total 
statewide obligation is limited to the amount appropriated. 

The total statewide local share for program costs is limited by statute to 40% of total 
statewide program costs. The state guarantees that it will fund 60% of total statewide 
program costs for the fiscal year. 

This limitation on the local share of program costs is implemented through the use of a 
program cost millage limit. The millage limit is used to maintain the 40% local maximum 
share, and also acts as a "circuit breaker". For each school unit, there is a maximum tax 
effort for program costs that the unit is required to raise. Once the program cost millage 
limit has been reached by a local unit, the state pays the balance of program costs for 
that unit. . 

• .Debt Service 

The level of debt service is the known obligations and estimated new principal and 
interest costs for the year of funding that have been approved by the State Board of 
Education, plus state-approved leases and insured value factor costs. A percentage 
reduction factor is used to reduce the insured value factor allocation for debt service to 
ensure that the state's total statewide obligation is limited to the amount appropriated. 

The total statewide local share of debt service is limited by statute to 45% of total 
statewide debt service costs. The state guarantees that it will fund 55% of total statewide 
debt service costs for the fiscal year. The limitation on the local share for debt service is 
accomplished by a debt service millage limit. The debt service millage limit operates 
exactly like the program costs millage limit described above. 

•. Adjustments 

Adjustments are distributed to school units based on specialized needs. Funding for 
adjustments is governed by the applicable statute covering an adjustment, or at the 
discretion of the Commissioner. 

Adjustments are added to the total state allocation after the combined state and local 
allocation is calculated for operating costs, program costs, and debt service. These 
adjustments are funded entirely with state funds, and do not affect the local allocation. 
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-State Share 

For each school unit, the amount of state subsidy is: 

1. the sum of the school unit's state aid for operating costs, program 
costs, debt service, and adjustments; and 

2. for eligible school units, additional state subsidies that are required to 
bring the state share for those school units up to a minimum level (See 
"Districts Off Formula", below). 

-Local Share 

In order to obtain state share funding, each local unit is expected to raise a local 
property tax contribution, its computed local share of the foundation (operating 
costs and program costs), as determined through the funding formula. Units 
with debt service also must raise a computed local share for debt service. If a 
school unit fails to raise 100% of its computed local share, its state subsidy 
amount is reduced by the same percentage as the reduced local share. If a 
school unit's total state and computed local allocation does not cover its budget, 
the local unit may opt to raise additional local property tax revenues without 
state participation and subject only to approval of the unit's voting public and 
local legislative body. 

-Aid Distribution Schedule 

The debt service subsidy payment schedule is keyed to the due dates for 
principal and interest payments at the Maine Municipal Bond Bank or commercial 
bank. State funds for State Wards and State Agency Clients are disbursed 
monthly, following receipt of bills for the cost of special educational services 
from the school units or private school that provide these services. Out-of
district special education funds are distributed once annually, in the spring, 
following receipt of bills for education/room/board charges. All other subsidies 
described in this overview are distributed in twelve monthly payments of equal 
amounts. 

- Minimum Subsidy Units 

Some school units receive "off the formula" minimum subsidy adjustments. In 
general, only those school administrative units with high local ability-to-pay 
receive these adjustments. The amount of each school unit's minimum subsidy 
is calculated by multiplying 5% of the state's K-12 Foundation Per Pupil 
Operating Rate by the school unit's pupils. 

28 



Appendix 

29 



Chapter 606 
Computation of Allocations for FY 2001 

FY99 
Base Year 

E)1Jendilures 
OPERATING COSTS: 

Mj. ElemenlaryOperating E)1Jend. $633,834,002 
Mj. Secondary Operating E)1Jend. $330,656,098 
Tolal Mjusled Operating $964,490,100 
Less Federallmpadl'id (P.L 81·874) 
Operating Cosll'ilocation: 

6 Less (20·AMRSA Sec. 15603, Sub·sec26·A(F)) 
Mjusled Operating Cosll'ilocation: 

PROGRAM COSTS: 
8 Early Childhood $554,006 
9 Spedal Education (Local) S145,484,524 
10 Spedal Education [Tuition & Board) S13,581,791 
11 Iklcational Education S26,835,675 
12 Mjusled Transportation Oper. Cosls S62,614,840 
13 Tolal of Mjuslable Program Cosls: S249,070,835 
14 Bus Purchases 
15 Tolal Program Cost (Mjusled) 
16 Less (20·AMRSA Sec. 15603, Sub·sec26·A(F)) 
17 Mjusled Program Cosll'ilocation: 

DEBT SERVICE: 
18 Prindpal and Inleresl 
19 Approved Leases 
20 Insured Value Faclor 
21 Tolal Debl Seruce: 
22 Less for Insured Value Fador (20·AMRSA 

Sec. 15603, Sub-sec 26-A(F)) 
23 Mjusled Debl Seruce l'ilocation: 

24 COMBINED ALLOCATIONS: 

25 COMBINED AlLOCATIONS: 
26 Mnimum Slale l'ilocation 
27 TOTAL AllOCATION: 

(Local share: 48.10% Siale share: 51.90% ) 
28 Mditionallo Mainlain Slale Share ofOperating Cos I PJlocation althe 

FYS9Ievelof54.38% 
~9; AJifUSTeoTOTAJ:ALI.OCATION: . 
. <:(Local shal'll: 48.10% . ~taleshaJe: 

ADJUSTMENTS AND MISCElLANEOUS COSTS: 

30 Geographic Isolation 
31 Qualilylncentive 
32 />IJdils 
33 Privale School Seruces 
34 Spedal Education Hardship 
35 Siale Wards 
36 Siale lI\lencyClienls 
37 English as a 2nd Language 
38 Oul·of·Districl Placemenls 
39 Long Tenn Drug Treatmenl Cenler 
40 Con~ad for Income and Cosl·of·U~ng Dala 
41 Hardship CushionlHold Hannless 
42 Tolal Mjustmenls & Msc. Cos Is: 

2·Yr. 
Avg. Mjusled 

CPI% E)1Jendilures 

1.80% S645,243,014 
1.80% S336,607,908 

S981,850,922 
$0 

·9.97% 

1.80% $563,978 
1.80% S148,103,245 
1.80% $13,826,263 
1.80% $27,318,717 
1.80% S63,741 ,907 

S253,554,110 
$5,000,000 

-9.97% 

$69,107,107 
$6,861,468 
$2,390,621 

-9.97% 

TOTAL LOCAL 

$1,194,857,501 S575,534,709 
$1,661,000 

$1,196,518,501 $575,534,709 

TOTAL 

S981 ,850,922 
($97,890,537) 
$883,960,385 

S258,554,110 
(S25,777,845) 
$232,776,265 

$78,359,196 

($238,345) 
$78,120,851 

$1,194,857,501 

STATE 

S619,322,792 
Sl,661,000 

$620,983,792 

$250,000 
SO 
$0 

$201,000 
$0 

$8,806,800 
$19,439,400 
$1,600,000 
$2,592,120 

$63,415 
$0 

$2,000,000 
$34,952,735 
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Chapter 606 and Chapter 606-A 
Computation of Allocations for FY 2001 

OPERATING COSTS PER CH. 606-A: 
Per Pupil Guarantee (Table 6) 

2 1997 Calendar Year Pupils (including Adult Education Pupils) 
3 Operating Cost Allocation: 
4 Adjusted Operating Cost Allocation: 

PROGRAM COSTS: 
5 Early Childhood 
6 Special Education (Local) 
7 Special Education (Tuition & Board) 
8 Vocational Education 
9 Adjusted Transportation Oper. Costs 
10 Total of Adjustable Program Costs: 
11 Bus Purchases 
12 Total Program Cost (Adjusted) 
13 Less (20-A M.R.SA Sec. 15603, Sub-sec 26-A(F)) 
14 Adjusted Program Cost Allocation: 

DEBT SERVICE: 
15 Principal and Interest 
16 Approved Leases 
17 Insured Value Factor 
18 Total Debt Service: 
19 Less for Insured Value Factor (20-A 

M.R.SA Sec. 15603, Sub-sec 26-A(F)) 
20 Adjusted Debt Service Allocation: 

21 COMBINED ALLOCATIONS: 

22 COMBINED ALLOCATIONS: 

23 Minimum State Allocation 

ADJUSTMENTS AND MISCELLANEOUS COSTS: 
25 Geographic Isolation 
26 Quality Incentive 
27 Audits 
28 Private School Services 
29 Special Education Hardship 
30 State Wards 
31 State ,Agency Clients 
32 English as a 2nd Languag~ 
33 Out-of-District Placements 
34 Long Term Drug Treatment Center 
35 Contract for Income and Cost-of-Living Data 
36 Hardship Cushion/Hold Harmless 
37 Total Adjustments & Misc. Costs: 

FY99 
Base Year 

Expenditures 

$554,006 
$145,484,524 

$13,581,791 
$26,835,675 
$62,614,840 

$249,070,835 

2-Yr. 
Avg. 

CPI% 

TOTAL 

1.80% 
1.80% 
1.80% 
1.80% 
1.80% 

-9.97% 

-9.97% 

$1,233,591,489 

$1,584,000 

$4,307 
214,249.2 

Adjusted 
Expenditures 

$563,978 
$148,103,245 

$13,826,263 
$27,318,717 
$63,741,907 

$253,554,110 
$5,000,000 

$69,107,107 
$6,861,468 
$2,390,621 

LOCAL 

$614,191,697 

$922,694,373 
$922,694,373 

$258,554,110 
($25,777,845) 
$232,776,265 

$78,359,196 

($238,345) 
$78,120,851 

$1,233,591,489 

STATE 

$619,399,792 

$1,584,000 

$250,000 
$0 
$0 

$201,000 
$0 

$8,806,800 
$19,439,400 

$1,600,000 
$2,592,120 

$63,415 
$0 

$2,000,000 
$34,952,735 
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History of Adjustments and 
Miscellaneous Costs 

Geographic Isolation 
Quality Incentive 
Pudits 
Private School Ser'-ices 
Special Education Hardship 
State Wards 
State I>{jency Clients 
English as a 2nd Language 
Out·of·District Placem ents 
Long Term Drug Treatment Center 
Contract·· Income & Cost·of·U";ng 
Total Mjustrnents & Misc. Costs: 

HOLD HAA.M..ESS 
CUSHION 

Geographic Isolation 
20·AM.R.SA Sec. 15612(2) 

Quality Incentive 
20·AMR.SA Sec. 15612(1) 

Audits 
20·AMH.SA Sec. 15612(7) 

Private School Services 
20·A MR.SA Sec. 15613(4) 

Special Education Hardship 
20·AMR.SA Sec. 15612(6) 

State Wards 
20·AMR.SA Sec. 15613(6) 

State Agency Clients 
20·AMR.SA Sec. 15613(5) 

English as a 2nd Language 
20·AMH.SA Sec. 15612(12-A) 

Out-of·District Placements 
20·AMH.SA Sec. 15612(11) 

Long Term Drug 
Treatment Center 
20·AMR.SA Sec. 15612(10) 

Recommended 
1996-97 1997-98 1998-99 1999-2000 2000-01 
$250,000 $250,000 $250,000 $250,000 $250,000 

$0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 

$201,000 $201,000 $201,000 $201,000 $201,000 
$0 $0 $0 $0 $0 

$7,184,103 $6,318,203 $7,162,151 $8,200,000 $8,806,800 
$12,080,948 $13,977,743 $18,315,237 $18,100,000 $19,439,400 

$0 $0 $0 $1,000,000 $1,600,000 
$1,474,000 $1,700,000 $1,751,000 $2,411,274 $2,592,120 

$51,950 $56,524 $58,000 $60,976 $63,415 
$26,961 $28,309 $29,000 $0 

$21,242,001 $22,530,431 $27,765,697 $30,252,250 $32,952,735 
$1,230,000 $2,000,000 

$0 $2,999,599 $2,999,599 $3,783,692 $0 
$21,242,001 $25,530,030 $30,765,296 $35,265,942 $34,952,735 

This amountis not sufflcient for a 100% implementation, but statutes allow 
proration down to the amount actually appropriated. 

This adjustment has been zero·funded for the past nine years. This adjustment 
provides an incentive to high·spending school units. 

Audits may include additions to, as well as reductions from, subsidy. The amountof 
this adjustment has been $0 in past years, since the net effect of these audits is 
usually zero. 

The statute provides for a reimbursement, to municipalities, of up to 50% offunding 
by municipalities of certain private schools costs: transportation, textbooks, 
testing,and health·related needs. This adjustment has been level·funded at 
$201,000 for each of the past six years. This amountis not sufflcient fora 100% 
implementation,but statutes allow proration down to the amount actually 
appropn·ated. 

This adjustment has been zero funded for the past seven years, although in recent 
years related adjustments (such as State Agency Clients and State Ward 
adjustments) have been more fully funded. 

100% funding is required by law. In recent years the Department has fully fund the 
adjustment. FY 2001 is estimated at 100% offull funding. 

100% funding Is not required by law. In recent years the Department has fully fund 
adjustment. FY 2001 is estimated at 100% offull funding. 

FY 2000 is the first year of this adjustment that provIdes assistance for costs of 
certified instruction programs that teach English as a 2nd Language as part of transitional 
instruction program using bilingual techniques. 

This adjustment has not been fully funded in recent years. The statute allows 
proration to the amount appropriated. The proration percentages have been 
26% (FY96), 25% (FY97), 27% (FY9B) and 26% (FY99). The proration % for FY 2000 
is not yet determinable. Itls estimated that 100% funding 'MJuld require $B, 197, 777 
(perhaps more, if such a large appropriation provided the incentive for more school 
units toapply for funds). 

100% funding is not required by law. SAD #6 will operate the only such center In FY2000. 
TheIr actual FY2000 budget specifies $60,976. 

0% 

0% 

7% 
7% 

60% 
8% 
4% 

-100% 
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Foundation Pe.r Pupil Operating Rates 
The School Finance Act of 1985 (20-A M.R.S.A., Section 15605) specifies that the foundation per 
pupil operating rates in FY 01 shall be computed by di\iding (1) the statewide adjusted operating 
cost expenditure amount - described in #1 below, by (2) the statewide number of pupils - described 
in #2 below: 

1. The statewide adjusted operating cost expenditure amount used as the numerator of the per 
pupil operating rate computation is: 

the actual local operating costs in the base year (FY 99); 

increased by a percentage which may not exceed the a~rage of the two most recent 
annual percentages of increase in the Consumer Price Index (For FY 01, this a~rage 
was computed to be 1.80%). 

Consumer Price Index 
Percentage of Change 

1996 
154.1 
2.9% 

1997 
157.6 
2.3% 

1998 
159.7 
1.3% 

decrease by the percentage necessary to meet the le~1 of appropriation, in accordance 
with 20-A M.R.SA Section 15603, Sub-section 26-A, Paragraph F 

2. The pupil count used as the denominator of the per pupil operating rate is the a~rage 
number of pupils in calendar year 1999 less special education tuition pupils, plus K-12 adult 
education pupils and less post-secondary options pupils and attendance \iolations. 

The following table pro\ides the details of these computations: 

Computation of Foundation Per Pupil Operating Cost 

Elementary Secondary Total 
(K - 8) (9 - 12) (K -12) 

Operating Cost in FY 99 $637,935,898 $332,361,561 $970,297,460 

2 Less 1/2 of Superintendent 
and Assistant Superintendent 
Salary and Benefit Costs ($4,101,896) ($1,705,463) ($5,807,359) 

3 Adjusted Operating Costs $633,834,002 $330,656,098 $964,490,100 

4 A~rage Operating Percentage 
of Increase (2 Yr. A\g. CPI %) 1.80% 1.80% 1.80% 

5 Adjusted Increase 
(line 3 times line 4) $11,409,012 $5,951,810 $17,360,822 

6 Total (line 3 plus line 5) $645,243,014 $336,607,908 $981,850,922 

7 Less reduction -9.97% ($64,330,729) ($33,559,808) ($97,890,537) 

8 Reduced Operating Allocation $580,912,286 $303,048,100 $883,960,385 

9 A~rage Number of Pupils in 
Calendar Year 1998 (less 
Spec. Educ. Tuition Pupils, 
plus K-12 Adult Education Pupils) 148,652.50 64,970.70 213,623.20 

'10 Found~iion;PerP,upi!' 
"OperatingRates' " " 

··~«Ufle~ /line9) ~.::;~~ /"»:~~"y-~;:s""' 
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Mill Rates 
The School Finance Act of 1985 establishes three mill rates: the operating cost mill rate, the program cost 
mill rate (also called the program cost circuit breaker), and the debt service mill rate (also called the debt 
service circuit breaker). The purpose of these subsidy indices is to establish what the required local shares 
are for the program costs and the debt service allocations. Starting in FY 97, the pro-.isions of Chapter 
606-A shall go~m the state and local shares of the "per pupil guarantee" (Sec. 15653).The "per pupil 
guarantee" replaces the foundation per pupil operating rates in Chapter 606, for the operating allocation. 

These subsidy indices are computed and used as follows: 

The PROGRAM COST MILL RATE computation is defined in 20-A M.R.S.A., Section 15609, subsection 1, 
paragraph 8(1) by di-.iding 40% of the total program cost allocation by the total statewide valuation of all 
municipalities. This computation is detailed in the table below: 

Computation of Program Cost Mill Rate 

Statewide Program Cost Allocation for FY 2000 
(line 17, Table 1) 

2 40% of line 1 

3 Total Fiscal Capacity 
(As prescribed in Ch. 606, Section 15603, subsection 11-A) 

Two points should be noted regarding the Program Cost Mill Rate: 

$232,776,265 

$93,110,506 

$70,999,415,438 

1. For each school administrati~ unit, the local share amount of that unit's program cost allocation 
cannot be more than the product of the program cost mill rate and the fiscal capacity of that unit. 

2. As a result of the method of computing the program cost mill rate, and the way that this mill rate 
is used as described in #1 abo~, the State will pro-.ide AT LEAST 60% of the statewide total 
allocation for program costs. 

{In recent years, the state share percentage of the statewide allocation for program costs has 
been about 61%.) . 

34 



Mill Rates, continued 
The DEBT SERVICE MILL RATE computation is defined in 20-A M.R.S.A., Section 15611, subsection 1, 
paragraph A(1) by di\oiding 45% of the total debt service allocation by the total statewide fiscal capacity of all 
municipalities. This computation is detailed in the table below: 

Computation of Debt Service Mill Rate 

Statewide Debt Service Allocation for FY 2000 
(line 23, Table 1) 

2 45% of line 1 

3 Total Fiscal Capacity 
(fts prescribed in Ch. 606, Section 15603, subsection 11-A) 

~~ff/~~~t~l;ll'Yi~~:Mm;Rate •• (DebtS~iyice~rv"iI!ageLill1it)·· •.. 
' .• <Mi~;2dl\;gea.t>ylil1e3) .. .. 

Two points should be noted regarding the Debt Service Mill Rate: 

$78,120,851 

$35,154,383 

$70,999,415,438 

1. For each school administrati-.e unit, the local share amount of that unit's debt service allocation 
cannot be more than the product of the debt service mill rate and the fiscal capacity of that unit. 

2. As a result of the method of computing the debt service mill rate, and the way that this mill rate is 
used as described in #1 abo-.e, the State will pro\oide AT LEAST 55% of the statewide total 
allocation for debt service. 

(In recent years, the state share percentage of the statewide allocation for debt service has been 
about 72%.) 

The method of calculating the OPERATING COST MILL RATE is not defined explicitly in the School Finance 
Act. Howe-.er, the operating cost mill rate, howe-.er calculated, stri-.es to satisfy the legislati-.e intent that it, 
incombination with the other two subsidy indices, result in the state share percentage of the total(statewide) 
allocation being at least equal to the state share percentage of FY 2000 (57.31%). 

The operating cost mill rate should be set at: 7.12 mills 

It should be noted that for FY 2001, in accordance with Chapter 606A, Section 15658, the operating cost mill 
rate as described in Chapter 606 is in effect for the limited purpose of determining state and local shares 
of the program and debt service allocations. 

The computation of state and local shares of the "Per Pupil Guarantee" (formerly the operating cost 
allocation) is shown in the following table. 
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Chapter 606-A 
School Finance Act of 1995 

Per Pupil Guarantee (20-A M.R.S.A. Section 15653) 

The legislature shall annually establish a per pupil guarantee. The "Per Pupil Guarantee" means the 
total amount of funds that is made available for each subsidizable pupil. 

Computation of Per Pupil Guarantee 

Total Property Fiscal Capacity 
(As prescribed in Ch. 606A, Section 15652, subsection 6) 

2 Local Share (7.11 Mills of line 1) 

3 State Share (Available State Funds for Operating) 

4 Total Funds (Line 2 plus line 3) 

5 1997 Calendar Year Pupils (including Adult Education Pupils) 

Statewide Averages 
State A\erage Per Pupil Fiscal Capacity: 

Total Property Fiscal Capacity (As prescribed in 
Ch. 606-A Section 15652, subsection 6) 

Di-.1ded by 1999 Calendar Year Pupils (excluding 
Adult Education Pupils) 

$70,862,059,405 

213,347.5 
Equals State A\erage Per Pupil Fiscal Capacity: 

State Median Household Income: 

. Statewide Adjustment Factor (20-A M.R.S.A. Section 15654) 

$70,862,059,405 

$503,474,932 

$419,219,441 

$922,694,373 

214,249.2 

$332,144 

$31,348 

The "Statewide Mjustment Factor" is a value between zero and one. It is used to adjust the local share 
percentages used todetermine each school administrative unit's local share of the "Per Pupil Guarantee". It is 
avariable used to allow the State to staywithin its available appropriation for "General Purpose Aid to Local 
Schools". 

The "Statewide Adjustment Factor" for FY 2001 should be set at: 0.57950 
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