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State falling behind on 55 percent funding obligation
While voters in 2004 approved a referendum question calling for the state to pick up 55 percent of the cost of K-12 education, the governor’s proposal to balance the current year’s budget calls for the state to shoulder just over 51 percent and that could drop to 48 percent by fiscal year 2011.
Reminiscent of the early 1990s, when the state cut General Purpose Aid for education (GPA) to help balance the state budget and, like today, curtailed spending in the middle of the fiscal year, the cutback has raised concerns about the future.
“We understand now, as we understood then, that the state is in dire financial straits and everybody has to do their part. Our concern is that when this recession is over, the promise of 55 percent state share will be forgotten,” said Dale Douglass, executive director of Maine School Management Association, which represents the state’s school board and superintendent associations in Augusta.
The Maine Municipal Association, which spearheaded the 55 percent state-share referendum drive, says the picture is bleaker if the true cost of education in cities and towns is taken into account versus the amount the state agrees to help pay for under the Essential Programs and Service (EPS) funding model.
“The original 55 percent was not predicated on a school funding model,” said Geoff Herman of the MMA. If you look at what it takes to actually run the state’s schools, he said, the amount the state is proposing to cover in the current fiscal year is actually 45.7 percent – a percentage that will continue to drop in the next two years.
“We’re back to square one,” Herman said, referring to the level of state education aid that prompted the referendum drive in the first place.

 

Funding history
The referendum, which voters passed 55 percent to 45 percent, said the state should pay 55 percent of the cost of education statewide, although the percentage the state covers would vary district by district.
The Legislature in 2005, through a law known as LD 1, amended the referendum to say the state would ramp up to 55 percent over four years, hitting the target in fiscal year 2010, which starts July 1 of this year – an obligation the state now says it can’t honor.
Legislators agreed to use the EPS model to determine how much each district should spend to provide an adequate education to students. An estimated  80 percent of the state’s school districts currently spend over that amount, creating the discrepancy Herman referred to when comparing EPS-approved costs to the actual cost of running schools.
Legislators also adopted a funding formula in LD 1 that calculated how much of those EPS-approved costs the state would subsidize based on a community’s perceived ability to pay – determined by the size of its property tax base – and the number of students it sends to school.

 Cutting back
The state is continuing to back away from its 55 percent obligation, however, because of a lack of state tax revenue. Legislators are being asked to fill a $140 million hole in the current year’s budget and there is an $840 million gap between the projected costs of state programs and available tax revenue in the next biennial budget that will cover fiscal years 2010 and 2011.
Even before the current year’s fiscal crisis, Gov. John Baldacci in 2007 cut $36 million out of promised state aid to balance the budget by changing the EPS funding model to allocate 50 percent less for system administration and 5 percent less in the areas of transportation, special needs and facilities and maintenance. The Legislature approved those cuts as part of the state budget, which also included a mandate to consolidate school districts – a far-reaching proposal that predicted substantial savings.
Supt. Michael Cormier of SAD 9 in Farmington, chairman of the Maine School Superintendents Association’s Funding Committee, said EPS is now being used to control costs rather than provide schools with adequate funding.
“The premise upon which EPS was initially promoted is very honorable and a great attempt to provide adequate funding for programs the state felt were essential. That premise was called a sufficiency model,” Cormier said.
“It’s now been turned into a cost containment model, which sort of belies the original intent,” he said.

 EPS Projections
Even as districts work to control costs, the state’s estimate of what it would cost to fully fund education under the EPS or adequate funding model is projected to grow.
For the current fiscal year, the estimate is $1.86 billion, with the state share proposed at 51.4  percent or $956,481,492. In fiscal year 2010, the full cost estimate grows to $1.92 billion, and it is expected to hit $1.98 billion in fiscal year 2011 -- based on the latest data available.
If state funding stays flat during the biennium, as proposed in the governor’s two-year state budget, the state’s share of education will drop to 49.9  percent in fiscal year 2010 and in the 48 percent range in 2011.
The Maine Municipal Association says that when you consider the true amount spent on education – those costs allowed under EPS and those outside the formula – the total spent on K-12 education currently is at least $2.092 billion, based on fiscal year 2007 actuals. With the state offering to cover $956,481,491 in this fiscal year, that brings the percentage down to 45.7 percent and that percentage will go down as costs increase.
Complicating matters is the fact the state Department of Education now uses GPA to help pay for programs that used to be paid for out of the general fund. Those costs include an estimated $6 million annually for the Baxter School for the Deaf; $1.6 million for Jobs for Maine Graduates;  and, $1.7 million for the Maine School for Science and Mathematics. The department is also now using GPA to fund some of its own personnel because they help implement the EPS funding model. 
Using GPA for those purposes not only makes the state look like it’s doing better toward its commitment to fund 55 percent of education costs, it also means local property taxpayers have to pick up more of the tab.

 




