12/1472017 Regional School Unit No.5 Mail - Corrected Documents

Ginny McManus <mcmanusg@rsu5.org>

Corrected Documents

E. William Stockmeyer <billstockmeyer@dwmiaw.com> Thu, Dec 14, 2017 at 11:28 AM
To: "lickteigm@rsu5.org" <lickteigm@rsu5.org>, Ginny McManus <mcmanusg@rsu5.org>
Cc: "foleyb@rsu5.org” <foleyb@rsu5.org>

Michelle and Ginny,

Here are the corrections to the documents distributed to the board last night. | have also provided some comments below
that may be of some assistance to the board in considering the cost sharing question.

Please distribute the attached materials to the board and make sure the board replaces what was distributed last
night with these two documents. To avoid confusion, everyone might either discard, or mark “DO NOT USE” on the
document emailed yesterday. The only significant change is to the last example on Table 2 (100% Pupil Count Model). |
also found some other very minor corrections, on the order of rounding errors.

After hearing the board'’s discussion last night, | offer the following comments and clarifications:

1. The board may consider changing the formula, but has no obligation to change the formula. Under section 13-B of
the Plan, "Cost Sharing in the RSU,” the Board is not even obliged by that section to consider changing the formula. If
there is an obligation to consider the formula, that would be by virtue of section 14 of the Plan, which states that the Board
“shall conduct a comprehensive raview of the Plan in the 5% year of the RSU’s operation, to determine if any amendments
are appropriate, except that any changes to the cost sharing method under section 13B will be governed by the procedure
outlined in Section 13 B." Section 14 would apply to any Plan amendment, not just cost sharing. But section 14 further
provides that amendments to the Plan may be considered at any time. Given that we are now in the ninth year of the
RSU (four years past the 5t year), it wouid seem that there is no strict mandate to do anything at this particular point in
time. It is up to the discretion of the board. Should there be any particular objection, the board may consider an
amendment to the Plan at any time.

2. As | noted, Pownal this year is paying slightly over its valuation percentage, which is unusual. The difference is not
much. Its valuation is going up as percentage of the RSU total valuation (10.27% in FY 2017 and 10.75% in FY 2018). It
is paying 11.2% of local costs vs 10.75% of valuation in FY 2018, a difference of under % of 1% (NOTE: as | explained at
the meeting, Table 1 shows 12.6% of the “Additional Local Monies,” but if all the local share is considered, Pownal’s share
is 11.2%}.

3. To be clear, however, there is nothing inherently wrong with Pownal paying slightly over its valuation. This may
fluctuate from year to year. Also, as mentioned at the meeting, different members came into the RSU contributing
different things (such as state subsidy, and such as Freeport's "give back” of its EPS minimum receiver adjustment). Also,
members benefit by joining into a district with better education programming and cost efficiencies than they obtained on
their own. These relative benefits must be considered, and as discussed in the FAQ, these benefits were considered
when the formula was agreed upon and established.

4. If need for a change is identified, it is important to consider what is workable, considering the process outlined to
amend the formula and its requirements.
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5. Itis probably important that this not become divisive. Particularly if the formula is "working,” remember that fairness
is somewhat subjective. Perhaps looked at more broadly, the question is whether the formula is working well or not.

6. The materials outline two types of change.

a. Table 2 shows various changes to poth the “Total Required Local Contribution” component, as well
as to the “Additional Local Monies” component. These are replaced with the EPS component (shared per
the state methodology on Form ED 279) and the additional local funds component used by most other
school districts. Table 2 shows different ways to divide additional local funds, ranging from 100%
valuation (common) to 100% pupil count (not used to my knowledge).

b. Table 3, in contrast to Table 2, leaves in place the “Total Required Local Contribution” component
and the “Additional Local Monies” component, but suggests changing the fixed percentages dividing up
the "Additional Local Monies,” to metrics based upon valuation and/or pupil counts.

7. The idea of both Tables 2 and 3 is to show total dollar impacts of various changes. The extra handout takes this one
step further by showing the dollar impact, in terms of changes to the tax rates of the communities. For this purpose, |
selected just three of the examples from Tables 2 and 3. '

8. Conceptually, a third type of change would be to leave in place the “Total Required Local Contribution” piece, and to
retain fixed percentages to be applied to “Additional Local Monies” piece, but to simply adjust the fixed percentages. In
some ways, this might be the simplest change to understand. This occurred to me on the way home from the meeting,
after listening to the comments of various board members. | can show examples of this if you wish.

| hope these thoughts provide further assistance to the board.

If you have any questions, or need any further assistance, please let me know.

Sincerely,

Bili
E. Willilam Stockmeyer

Attorney

207.253.0585 Direct

billstockmeyer@dwmlaw.com

84 Marginal Way, Suite 600, Portland, ME 04101-2480

800.727.1941 | 207.772.3627 Fax | dwmlaw.com
https://mail.google.com/mail/u/0/Pui=2&ik=310afc1ad] &jsver=gNIGSxrCY s0.en.&view=pt&msg=16055db7670bcebd&search=inbox&siml=16055db7670bcebd 213



Memorandum
RSU 5 Cost Sharing Formula: Evaluation and Consideration of Amendment

Page 1 of 9
Revised 1Q-14-11T
TO: RSU 5 School Board
FROM: E. William Stockmeyer, Drummond Woodsum
RE: The RSU 5 Cost Sharing Formula: Evaluation and Consideration of
Amendment
DATE: December 13, 2017

Under the RSU 5 Reorganization Plan (the “Plan”), the School Board has the legal authority to
consider changes to the RSU 5 cost sharing formula. This memorandum explains the components
of the current formula, the legal requirements to change the formula, how the RSU 5 cost sharing
formula currently works, the considerations applicable to a *“fair” formula, and how the current
RSU 5 formula compares with school district cost sharing formulas based on valuation or student
count.! Finally, the Memorandum provides a Worksheet to compare tax impacts of amendments
the Board might wish to consider as compared to the current cost sharing formula. The goal of
this Memorandum is to provide the RSU 5 Board with background information to assist the
Board in its periodic evaluation of the cost sharing formula, as provided by the Plan, and whether
a change should be made to the current formula.

PART 1: COMPONENTS OF THE RSU 5 COST SHARING FORMULA

The RSU 5 cost sharing formula applies to the portion of the Total Operating Budget and Adult
Education Budget that remains after first deducting all other available revenues. The non-tax
revenues, deducted first, are as follows:

o State-Supported Debt. The debt service on this debt is a portion of the subsidy provided
by the State under its Essential Programs and Services funding model. This subsidy
exists for certain state-approved school construction projects. Currently, the state-
supported debt consists of debt on the Durham Elementary School that qualifies for State
subsidy (see Maine DOE Form ED 279, sections 3.C and 4.A).

! Due to time constraints all table calculations are subject to final verification of the RSU 5 business office.
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o Other State Subsidy. The State provides further subsidy through its Essential Programs
and Services Funding model.? The subsidy amount appears on Maine DOE Form ED
279, including the debt service subsidy described previously.

e Miscellaneous Revenues. This includes various non-tax revenues from miscellaneous
sources, and may also include some portion of the RSU’s undesignated fund balance
applied to the budget. These revenues reduce the local tax burden.

After deduction of the above revenues, the remaining costs ot the Total Uperating Budget and
Adult Education Budget are funding by the RSU cost sharing formula. Pursuant to section 13-B
of the Plan, the cost sharing formula consists of three different components, each of which
requires local property taxes to be raised by RSU 5 members. The three components of the
current cost sharing formula are described as follows:

¢ Pre-Existing Debt Component. Under the Plan, debt existing prior to formation of the
RSU for facilities not shared by the members remained the responsibility of the town
using the facility that had incurred that debt. Currently, there remains about $200,000 in
Durham Debt and $170,000 in Freeport Debt. The formula requires these two towns
contribute to pay that debt as it comes due without contribution from the other RSU 5
members. About 1/3 of the Durham debt will be retired in a year and 2/3 in 2030, The
Freeport debt will be retired in 2021. Notably, a town’s retirement of its non-shared debt
will reduce that town’s share of local costs without increasing the shares of the other
towns — the debt will simply no longer exist. For purposes of this Memorandum, we have
assumed that a cost sharing amendment, if any, would not change this non-shared debt
component of the cost sharing formula.

e The “Total Required Local Contribution” Component. The Plan provides for each
member to pay an amount equal to its most recent total state adjusted valuation multiplied

2 The EPS modet develops an amount, called the “total allocation,” which the state deems to be the costs necessary
to achieve desired learning outcomes. The total allocation amount in FY 2018 for RSU 5 is $21,505,554, comprised
of a state contribution and a local {ineaning school district) contribution, Each RSU 5 town presumptively pays a
portion of the total allocation, but not more than a maximum required effort. This happens by the following process.
First, the state divides the total allocation of $21,505,554 between the three towns based on their pupil count
percentages. Each town presumptively must pay this portion of the total allocation, however, the state provides relief
if the town would exceed a maximum required tax effort. The maximum required tax effort is the town’s fiscal
capacity (state adjusted valuation) times a statewide mill rate factor (8.19 mills in FY 2018). The most that the town
must pay towards its portion of the total allocation is this “cap” amount with the state contributing the amount over
the cap, if any, to RSU 5 as state subsidy on the town’s behalf. The state subsidy amount paid to RSU 5 on each
town’s behalf, if any, is the balance of the town’s portion of the total allocation. However. currently the amount the
State contributes in excess of Freeport’s tax effort for EPS is so low that the State also contributes an additional
special education minimum receiver adjustment.
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by the mill rate established by the State (in FY 2018, this mill rate was 8.19 Inills).3 The
Plan notes that a member’s share of the “Total Required Local Contribution” may exceed
its local cost share expectation to be paid under EPS. The Plan further notes that any
amount of a town’s share of the Total Required Local Contribution that exceeds the
town’s required contribution to the total cost of education under the EPS model “shall be
for purposes of local cost sharing.” In applying the cost sharing formula, the difference
between the members’ Total Required Local Contributions and their required
contributions under the EPS model acts to reduce the Additional Local Money amount to
be shared as described below. Thus, insofar as Freeport qualifics for a special education
minimum receiver adjustment under the EPS funding model (see Form ED 279, section
5.A), Freeport effectively contributes a sum to be shared with the other towns, instead of
enjoying all the benefit of that adjustment,

¢ Additional L.ocal Money Component. The remaining portion of the Total Operating
Budget and Adult Education Budget is funded by the third cost sharing component, called
“Additional Local Money.” The cost sharing formula requires Durham to pay 21.42%,
Freeport to pay 65.98% and Pownal to pay 12.60% of the Additional Local Money.
Under the current formula, these percentages are fixed. The percentages were derived by
the Reorganization Planning Committee (“RPC”) from the amounts the towns were
contributing for additional funds without state participation in the “base year,” i.e., the
year prior the RSU’s first operational year (see RPC FAQs at page 2, revised September
28, 2008). As noted previously, before these fixed percentages are applied, Durham and
Pownal effectively receive the benefit of a credit by virtue of Freeport paying a higher
amount as its share of Total Required Local Contribution than if Freeport enjoyed the
sole benefit of its special education minimum receiver adjustment.

Importantly, and as described above, the RSU 5 cost sharing components differ from most
formulas used in the State. Whereas RSU 5 uses fixed percentages to divide Additional Local
Monies, and these percentages are based upon prior contribution amounts from a base year, the
formulas commonly employed by other school districts in the State generally are based upon
valuations, or based on some combination of valuations and pupil counts. Also, the formulas
commonly used by other school districts in the State generally apply only to additional local
funds. Only about 10 other school districts statewide employ local cost sharing formulas that
also apply to the members’ local contributions to EPS, effectively reallocating those
contributions.

3 Notably, instead of relying upon the State’s measure of valuation, called “fiscal capacity,” which currently is a
three year average of adjusted state valuations, the Plan uses the most recent state adjusted valuations to determine
the members’ shares of the Total Required Local Contribution. This means that RSU § administrators may not rely
upon the fiscal capacity numbers in the ED 279, but must use the most recent state valuation figures to compute the
shares. Valuations used in the Tables of this Memorandum, however, are based upon fiscal capacity, except for

figures used in or applied from the current cost sharing formula.
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PART 2: AMENDING THE RSU 5 COST SHARING FORMULA: PROCEDURES AND
APPROACH

Section 13-B(C) of the Plan, “Changes to the Cost Sharing Method,” fixed the RSU 5 cost
sharing method for the first three years” of the RSU’s existence. Following that period, the Plan
provides that the cost sharing formula “may be changed, but shall not be required to be
changed.” The Plan establishes two possible procedures for RSU 5 to amend the cost sharing
formula.

Under the first cost sharing amendment procedure, the RSU 5 School Board may implement the
change by a majority board vote without submission to the voters, provided the board vote
satisfies a special “quorum requirement” and a special “vote distribution requirement.” The
“quorum requirement” is that at least one Board member from each municipality must be present
at the meeting. In other words, a single town could block the proposed change if all its board
members are absent from the meeting, even if it were approved by a majority at a meeting
attended by a regular quorum. The “vote distribution” requirement is that “[bJoard members
representing two-thirds or more of the RSU population must vote in favor of the change.”

Under the second cost sharing amendment procedure, a “simple majority of the RSU Board”
may send a proposed change to an RSU 5 referendum vote. This procedure does not have any
special quorum requirement or vote distribution requirement imposed on the board vote or on the
referendum vote. The referendum election called by the School Board would require a “majority
of voters in the RSU” to enact a cost sharing amendment.

PART 3: WHAT IS THE FAIR WAY FOR SCHOOL DISTRICT MEMBERS TO SHARE
THE LOCAL TAX BURDEN?

People are likely to disagree about what is fair. That being said, a few observations are relevant
to the discussion. These observations are based in part upon our general background experience
across the state and in part upon a survey of our client files.

e First, the great majority of other RSUs and MSAD:s in the state apply their cost sharing
formulas only to the additional local funds portion of the budget.

¢ Second, a majority of the other cost sharing formulas are based in whole upon state
adjusted valuation percentages.

e Third, a significant minority of other cost sharing formulas use a combination of
valuation percentages and pupil count percentages. In most cases, 50% or more is
allocated by valuation and under 50% is allocated by pupil count.

e Fourth, to our knowledge, other RSUs and MSADs do not use pupil count percentages
only.
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o Fifth, it is highly unusual for an RSU or MSAD to use a factor other than valuation or
pupil count.

s Sixth, in changing a cost sharing formula, there are various methods to phase in the
change to reduce the immediate impact.

The argument in favor of using property valuation is that, as a general principle, property taxes
should be assessed in proportion to property valuation throughout a taxing district. Proportionate
taxation is generally required by the Maine constitution, subject to certain express exceptions
such as tree growth property, farm and open space property, and school district cost sharing
methods. In a school district, the taxing district is the school district, not the individual towns.
There is a shared school system, and the taxes are raised by vote of the whole district, not by
separate town votes. Under this view, the role of the towns is to simply collect and to pay over
the school district taxes so as to avoid the need for a separate, school district tax collection
system. Proportional taxation means that two restaurants of the same property valuation should
be taxed the same wherever they may be located in the taxing district. Under this view, the
students are considered students of the district, rather than students of the towns, since they
attend a district school system.

The argument for using pupil count is a more practical one. In some places, high valuation/low
pupil count towns could not easily be encouraged to join school districts with low valuation/high
pupil counts. By introducing a pupil count factor in the local cost sharing formula in addition to
valuation, it was found that these towns with these differences might be encouraged to form
school districts. Under this view, each town’s obligation to support the schools depends on its
number of students, as if it had a separate school system and a separate system of taxation for its
schools. When pupil counts are used, property taxation ceases to be proportionate throughout the
school district. A restaurant in one town may be taxed differently than a restaurant with the same
valuation in another town, even though both restaurants support the same school system.

[End of Part 3; remainder of page intentionally left blank]
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PART 4;: WHAT WOULD BE THE ECONOMIC IMPACT OF CHANGING THE
METHOD OF SHARING COSTS TO (a) A METHOD BASED ON VALUATION
AND/OR PUPIL COUNT FACTORS OR (b) A METHOD THAT CONTINUES TO USE
THE TOTAL REQUIRED LOCAL CONTRIBUTION WHILE ADOPTING
VALUATION AND/OR PUPIL COUNT FACTORS INSTEAD OF FIXED
PERCENTAGES FOR THE “ADDITIONAL LOCAL MONIES”?

In RSU 3, the valuation (fiscal capacity) and pupil count percentages are as follows:

TABLE 1: COMPARING VALUATION, PUPIL COUNT, AND ADDIITONAL LOCAL
MONEY (ALM) PERCENTAGES, FY 2017 AND FY 2018
|

Town 2017 2018
Valuation % Pupil % | ALM % | Valuation % Pupil % ALM %
Durham 18.36% 31.53% | 2142% 18.03% 31.66% 21.42%
Freeport 71.37% 58.47% | 65.98% 71.22% 58.02% 65.98%
Pownal 1027% | 10.00% 12.60% 10.75% 10.32% 12.60%

Note: Table uses state adjusted valuations.

Table 1 shows that:

e Durham has a low valuation (18%) relative to its pupil count (32%). A formula weighted
towards valuation reduces Durham’s relative costs, while a formula weighted towards
pupil counts increases them.

e Freeport has high valuation (71%) relative to its pupil count (58%). A formula weighted
towards valuation increases Freeport’s relative costs, while a formula weighted towards
pupil count decreases them, Adjustments will not have as great an effect as in Durham.

o Pownal’s valuation is about the same relative to its pupil count. It share is relatively
constant whether a formula is weighted towards either valuation or pupil count.

Table 1 further shows that:
e Durham’s current, fixed, ALM percentage is between its valuation and pupil count
percentages, but closer to its valuation percentage.
¢ Freeport’s current, fixed, ALM percentage is close to midway between its valuation and
pupil count percentages.
s Pownal’s current, fixed, ALM percentage is higher than either its valuation percentage or
its pupil count percentage.

The following Tables compare the existing formula with alternatives. Table 2 compares the
existing formula with models that use the ED 279 contributions instead of the current formula’s
calculation of “Total Required Local Contribution,” and then apply various valuation and/or
pupil count methodologies to the additional local funds component (instead of to the current
formula’s “Additional Local Money”). Table 3 compares the existing formula with models that
retain the current formula’s calculation of “Total Required Local Contribution,” and then apply
various valuation and/or pupil count methodologies to “Additional Local Money.”
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Table 2: RSU 5 Cost Sharing Formula Compared to Various Models Based on Valuation

and/or Pupil Count
Current Cost Sharing Formula (FY 2018)
Municipality | "0 | Lol Consibuton” | Hones™ | MUNICIPALITY | (it debt ere etred)
Durham $202,782 $2,928,166 $1,826,251 $4,957,199 $4,754,417
Freeport $169,708 | $11,560,225 $5,625,399 | $17,355,332 | $17,185,624
Pownal $0 $1,745,183 $1,074,265 $2,819,449 $2.819,449
100% Valuation Model, Applied to Addl Local Funds (Widely used in Maine)
Municipa]ity Local Non-Shared “ED 27¢ Adiusted “Additionat Local TOTAL BY Adjusted Totals
Debt Local Contribution” Funds” MUNICIPALITY | (if debt were retired)
Durham $202,782 $2,892,845 $1,641,171 $4,736,798 $4,534,016
Freeport $169,708 | $11,040,066 $6,482,763 | $17,692,537 | $17,522,829
Pownal $0 $1,724,131 $978,513 $2,702,644 $2,702,644
75:25 Valuation:Pupil Count Model, Applied to Addl Local Funds
Municipality | Local Non-Shared “ED 279 Adjusted | “Additional Local TOTAL BY Adjusted Totals
Debt Local Contribution” Funds™ MUNICIPALITY | (if debt were retired)
Durham $202,782 $2,892,845 $1,951,565 $5,047,192 $4.844.410
Freeport $169,708 | $11,040,066 $6,182,383 | $17,392,157 | $17,222,449
Pownal $0 $1,724,131 $968,500 $2,692,631 $2,692,631
50:50 Valuation:Pupil Count Model, Applied to Addl Local Funds
Municipality | Loce Non-Shared “ED 279 Adiusted | “Additional Local TOTAL BY Adjusted Totals
Debt Local Contribution™ Funds” MUNICIPALITY | (if debt were retired)
Durham $202,782 $2,892,845 $2,261,958 $5,357,585 $5,154.803
Freeport $169,708 | $11,040,066 $5,882,002 | $17,091,776 | $16,922,068
Pownal $0 $1,724,131 $958,488 $2,682,619 $2,682,619
25:75 Valuation:Pupil Count Model, Applied to Addl Local Funds
Municipality | oo e | e | Funds | MUNICIPALYTY | (i debt wero et
Durham $202,782 $2,892,845 $2,571,442 $5,667,069 $5,464,287
Freeport $169,708 | $11,040,066 $5,581,621 | $16,791,395 | $16,621,687
Pownal $0 $1,724,131 $949,385 $2,673,516 $2,673,516
100% Pupil Count Model, Applied to Addl L.ocal Funds
Municipality | oo | ot | rumy | MUNICPALITY | (i debtwere retie
Durham $202,782 $2,892,845 $2,881,835 $5,977,462 $5,774,680
Freeport $169,708 | $11,040,066 $5,281,240 | $16,491,014 | $16,321,306
Pownal $0 $1,724,131 $939,373 $2,663,504 $2,663,504
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Table 3: RSU 5 Cost Sharing Formula Compared to Models That Retain the “Total
Required Local Contribution” Component and Adjust Only the “Additional Local Money”

Component

Current Cost Sharing Formula (FY 2018)
= Addl Local Money: Durham 21.42%; Freeport 65.98%; Pownal 12.60%

Municipality Local Non-Shared “Plan Regy_ ire‘d “Add‘ition.ai Local TOTAL BY A_djusted Totals )
Debt Local Confribution” Monies” MUNICIPALITY | (if debt were retired)
Durham $202,782 $2,928,166 $1,826,251 54,957,199 $4,754,417
Freeport $169,708 | $11,560,225 $5,625,399 | §17,355,332 | $17,185,624
Pownal $0 $1,745,183 $1,074,265 $2,819,449 $2,819,449

Total Required Local Contribution: Current Cost Sharing Formula (FY 2018)
< Addl Local Money Using Valuation: Durham 18.03%; Freeport 71.22%; Pownal 10.75%

Municipality | LooiNplheed | e | e | MUNICIPALYTY | ottt e i)
Durham §202,782 | $2,928,166 | $1,537,223 | $4,668,171|  $4,465,389
Freeport $160,708 | $11,560,225 | _ $6,072,157 | $17,802,090 | $17,632,382
Pownal S0 | $1,745,183 | $916,536 | _ S2,661,719 | _ $2,661,719

Total Required Local Contribution: Current Cost Sharing Formula (FY 2018)
*» Add] Local Money Using 75%Valuation/25% Pupil Count: Durham 21.44%; Freeport 67.92%; Pownal 10.64%

Municipallty Local Non-Shared “Plan Regy. ire.d “Additionf:l Local TOTAL BY I}djusted Totals ]
Debt Local Contribution” Monies” MUNICIPALITY | (if debt were retired)
Durham $202,782 $2,928,166 $1,827,956 $4,958,904 $4,756,122
Freeport $169,708 |  $11,560,225 $5,790,802 | $17,520,735 | $17,351,027
Pownal $0 $1,745,183 $907,157 $2,652,340 $2,652,340

Total Required Local Contribution: Current Cost Sharing Formula (FY 2018)
=>» Addl Local Money Using 50%Valuation/50% Pupil Count: Durham 24.85%; Freeport 64.62%; Pownal 18.53%

Municipality Local Non-Shared “Plagn Reg'uire_d . “Addition_al ‘I;ocal TOTAL BY_ .{kdjusted Tomls_
Debt Local Contribution Monies MUNICIPALITY | (if debt were retired)
Durham $202,782 $2,928,166 $2,118,690 $5,249,638 $5,046,856
Freeport $169,708 | $11,560,225 $5,509,447 | $17,239,380 | $17,069,672
Pownal $0 $1,745,183 $897,778 $2,642,962 $2,642,962

Total Required Local Contribution: Current Cost Sharing Formula (FY 2018)
=» Addl Local Money Using 25%Valuation/75% Pupil Count: Durham 28.25%; Freeport 61.32%; Pownal 10.43%

Municipality | 150 ™ | Lo Consibutor | biomer” | MUNICIPALITY | Gideb were ot
Durham §202,782 | $2,928,166 | 2,408,571 | $5,539,519| $5,336,737
Freeport $169,708 | $11,560,225 | $5228,092 | $16,958,025 | $16,788,317
Pownal S0| 1,745,183 |  $889253 |  $2,634,436 |  $2,634,436

Total Required Local Contribution: Current Cost Sharing Formula (FY 2018)
=»  Addl Local Money Using Pupil Count: Durham 31.66%; Freeport 58.02%; Pownal 10.32%

Municipalitv Local Non-Shared “Plan Reg_m‘rfa‘ “Addition_al Local TOTAL BY édjusted Totals ‘

N Debt Local Centribution” Monies” MUNICIPALITY | (if debt were retired)
Durham $202,782 $2,928,166 $2,699.305 $5,830,253 $5,627,471
Freeport $169,708 | $11,560,225 $4,946,736 | $16,676,669 | $16,506,961
Pownal $0 $1,745,183 $879.875 $2,625,058 $2.625,058
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TABLE 4: WORKSHEET TO CALCULATE TAX IMPACTS OF SELECTED
AMENDMENTS AS COMPARED TO CURRENT RSU 5 COST SHARING FORMULA

Amendment A
Town {Current Proposed Tax increase/ | Mill rate Tax Tax increase/
Formula) Amended {decrease) increase/ increase/ decrease as % of
Formula: due to (decrease) {decrease) | total school
proposed due to proposed | per property tax
amendment amendment $100,000 burden (including
home (or | EPS)
other
property)
Durham $4,957,199
Freeport $17,355,332
Pownal $2,819,449
Amendment B
Town (Current Proposed Tax increase/ | Mill rate Tax Tax increase/
Formula) Amended (decrease) increase/ increase/ decrease as % of
Formula: due to (decrease) (decrease) | total school
proposed due to proposed | per property tax
amendment amendment $100,000 burden (including
home (or | EPS)
other
property)
Durham $4,957,199
Freeport $17,355,332
Pownal $2,819.449
Amendment C
Town {Current Proposed Tax increase/ | Mill rate Tax Tax increase/
Formula)} Amended {decrease) increase/ increase/ decrease as % of
Formula: due to {decrease) {(decrease) | total school
proposed due to proposed | per property tax
amendment amendment $100,000 burden (including
home ( or EPS)
other
property}
Durham $4,957,199
Freeport $17,355,332
Pownal $2,819,449

NOTE: Phase-in options exist, such as:

o 3 Year phase-in: Year 1, 1/3 current formula, 2/3 new formula; Year 2, 2/3 current, 1/3 new;

Year 3, all new formula
e Year phase-in: same idea: 20%/ 40%/ 60%/ 80 %/ 100%

NOTE: The above impacts have not been adjusted to account for shifis when pre-existing debt is paid off
in Freeport (in 2021) and in Durham (about 1/3 next year and 2/3 in 2030). Increases in those two fowns
under a selected amendment would be offset when debt is retired.




EXAMPLES OF TAX IMPACTS OF SELECTED AMENDMENTS AS COMPARED TO
CURRENT RSU 5 COST SHARING FORMULA

Amendment A: From Memorandum, Table 2-100% valuation (with pre-existing debt)

Town {Current Proposed Tax increase/ | Mill rate Tax Tax increase/
Formula) Amended {decrease) increase/ increase/ decrease as % of
Formula: From due to {decrease) (decrease) | total school
Table 2-100% proposed due to proposed | per property tax
valuation (with amendment amendment $100,000 burden (including
debt) home { or | EPS)
other
property)
Durham $4,957,199 $4,736,798 ($220,401) (0.624 mills) ($62.40) (4.45%)
Freeport $17,355,332 $17,692,537 $337,205 0.242 mills $24.18 1.94%
Pownal $2,819,449 $2,702.644 ($116,805) (0.555 mills) ($55.48) (4.14%)

Amendment B: From Memorandum, Table 3-75% valuation/25% pupil count (with pre-existing debt)

Town {Current Proposed Tax increase/ | Mill rate Tax Tax increase/
Formula) Amended (decrease) increase/ increase/ decrease as % of
Formula: From due to {decrease) (decrease) | total school
Table 3-75% proposed due to proposed | per property tax
valuation/25% amendment amendment $100,000 burden (including
pupil count home (or | EPS)
other
property)
Durham $4,957,199 $4,958,904 $1,705 (nil) 0.005 mills $00.48 0.03% (nil)
Freeport $17,355,332 $17,520,735 $165,403 0.119 mills $11.86 0.95%
Pownal $2,819,449 $2,652,340 (3167,109) (0.794) mills ($79.38) (5.93%)

Amendment C: From Memorandum, Table 3-50% valuation/50% pupil count (with pre-existing debt)

Town (Current Proposed Tax increase/ | Mill rate Tax Tax increase/
Formula) Amended (decrease) increase/ increase/ decrease as % of
Formula: From due to (decrease) {decrease) | total school
Table 3-50% proposed due to proposed | per property tax
valuation/50% amendment amendment $100,000 burden (including
Pupil count home (or | EPS)
other
property)
Durham $4,957,199 $5,249,638 $292,439 0.828 mills $82.79 5.90%
Freeport $17,355,332 $17,239,380 ($115,952) {0.083 mills) ($8.31) {0.67%)
Pownal $2,819,449 $2,642,962 ($176,487) {0.838 mills) ($83.84) {6.26%)

NOTE: Phase-in options exist, such as:
e 3 Year phase-in: Year 1, 1/3 current formula, 2/3 new formula; Year 2, 2/3 current, 1/3 new;
Year 3, all new formula

e 5 Year phase-in: same idea: 20%/ 40%/ 60%/ 80 %/ 100%

NOTE: The above impacts have not been adjusted to reflect shifis when pre-existing debt is paid off in
Freeport (in 2021) and in Durham (about 1/3 next year and 2/3 in 2030). Increases in those two towns
under a selected amendment would be offset when this debt is retired.




RSUS 2017-2018 BOARD OF DIRECTORS' ADOPTED BUDGET IMPACT

With additional subsidy
Assessed Proposed
2016-2017 2017-2018 Difference
RSU Operating Budget
Total Operating Budget $ 30908672 $ 32,207,685 $ 1,299,013
Adult Education Budget $ 100,000 § 103,000 $ 3,000
Total RSU Operating Budget w/Adult Ed § 31,008,672 $ 32,310,685 $ 1,302,013
Less: State and Non-Shared Debt
F-Non-Shared Local Debt $ 176,207 § 169,708 $ (6,499)
D- State Supported Debt 3 1,331,957 § 1,313,563 $ (18,394
D-Non-Shared Local Debt $ 206,547 §$ 202,782 $ (3,765)
Total State and Non-Shared Debt $ 1,714,711 § 1,686,053 $ (28,658)
Less: Local Revenues
Shared Revenue* $ 1,100,391 § 1,330,192 $ 229,801
State Aid** § 4,578,301 §$ 4,534,949 $  (43,352)
Total Revenues $ 5,678,692 $ 5,865,141 $ 186,449
Less: RSU Plan Required Local Contribui $ 15,830,728 § 16,233,574 $ 402,846
Total Additional Local Monies Required* § 7,784,541 § 8,525,916 $ 741375
Net Impact to Taxation Districtwide $§ 23,615269 § 24,759,491 $ 1,144,222
Additional Local Monies Required Distribution Per RSU Plan
Durham 21.42% §$ 1,667,449 § 1,826,251 $ 158803
Freeport 65.98% $ 5,136,240 $ 5,625,399 $ 489,159
Pownal 12.60% $ 080,852 § 1,074,265 $ 93,413
Total Additional Local Monies Required $ 7,784,541 § 8,525,916 $ 741375
*Shared Revenue
Town of Freeport Hunter Road Field Maintenance $87,291
State Agency $32,000
Medicaid $5,000
Misc / Interest $19,900
Laugh & Learn $10,200
Contingency $214,541
Undesignated Fund Balance $961,260
Total Shared Revenue $1,330,192

5/24/17

4.20%

4.85%



RSUS 2017-2018 BOARD OF DIRECTORS' ADOPTED BUDGET IMPACT

With additional subsidy

Additional Local Monies Required Distribution Per RSU Plan

Durham 21.42% $
Freeport 65.98% §$
Pownal 12.60% $

Total Additional Local Monies Required $

Durham

RSU Plan Additional Local Monies
RSU Plan Required Local Contribution
Non Shared Debt

Net Impact

Estimated Impact based on 2016 Mil of $18.80 and a taxable valuation of $341,804,200*

Freeport
RSU Plan Additional Local Monies

Non Shared Debt

$
RSU Plan Required Local Contribution $
$
s

Net Impact

Estimated Impact based on 2016 Mil of $15.80 and a taxable valuation of $1,462,386,520*

Pownal
RSU Plan Additional Local Monies

Non Shared Debt

$
RSU Plan Required Local Contribution $
$
$

Net Impact

Assessed Proposed

2016-2017 2017-2018 Difference
1,667,449 $. 1,826,251 $ 158,803
5,136,240 § 5,625,399 $ 489,159
980,852 § 1,074,265 $ 93,413
7,784,541 S 8,525,916 $ 741,375

$ 1,667,449 § 1,826,251 $ 158,803
$ 2,906,937 % 2,928,166 $ 21,230
$ 206,547 § 202,782 $ (3,765)
$ 4,780,932 § 4,957,199 $ 176,267
$0.52

5,136,240 % 5,625,399 $ 489,159
11,297,060 $ 11,560,225 $ 262265
176,207 § 169,708 $ {6,499)
16,610,407 $ 17,355,332 $ 744,925
£0.51
980,852 § 1,074,265 $ 93,413
1,625,832 § 1,745,183 $ 115,352
- $ - $ -

2,606,684 § 2,819,449 § 212,765
$0.91

Estimated Impact based on 2016 Mil of $16.50 and a taxable valuation of $233,736,000*

*April 1, 2017 valuations and mil rates are not known at this time. Actual impact will be determined when taxes are

committed in each town.

5/24117

2.74%

3.22%

5.52%
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~ The analysis of the reorganization that hias been conducted does not
provide any cldqr assurances of immediate savings. This is due in part to
immediate start W) costs associated with formmg the RSU (costs for audits,
merging of systems) egal fees) as well as increases in personnel that might
be necessary, .

The RSU is unique inNhat it merges one municipal system, one single-
town SAD and one town of a twp-town School Union. There are no full
time system administrators in either the SAD (Pownal) or Durham.

For example, where three townsNoining together might have three
Superintendents, three Business Manages, three Special Education
Directors, and threée Transportation Directors, this RSU has 1 8,14, 13 and

5 respectively.

Arguably, the largest cost saving in a mergerNpitially is downsizing
personnel and associated benefits. There is a possibility the new RSU Board
may find it needs to create new staff positions to be certdin these areas
receive the necessary oversight, coordination, and review 3q they are in
compliance with all mandates that apply. The costs are not Rapwn, nor isit
known if the new RSU Board will or will not create new pos1ti ORS
cannot bind future RSU Boards to pomt;ons and associated costs. T crcfore,

——all-numbers associated with future positions are speculative in natureNf not
conjecture, '

13-B. Cost Sharing in the RSU
A, Definition of Terms

Additional Local Money shall mean Total RSU Spending Budget minus
Total Outside Contribution to the RSU minus Total Required Local
Contribution, each as defined below.

Total RSU Spending Budget shall consist of all monies budgeted to be spent
by the RSU in a given year, minus principal and interest payments on State-
participating debt

Total Qutside Contribution to the RSU shall consist of all revenues received
by the RSU from sources other than municipal tax revenues for a given year,
September 16, 2008 Page 19 of 28



minus an amount equal to principal and interest payments on State-
participating debt.

Total Required Local Contribution shall be the member municipalities’ most
recent total state valuation multiplied by the Applicable Mill Rate. The Total
Local Required Contribution for a member municipality may exceed the
member municipality’s local cost share expectation under the Essential
Programs and Services provisions (Tifle 20-A, Chapter 606-B) of the Maine
Revised Statutes. Notwithstanding anything to the contrary in this Plan,
however, each municipality’s required contribution to the “total cost of
education,” as defined in Title 20-A, Section 15688 shall be the amount
established by Section 15688(3-A), or successor provisions of state law, and
any additional amount required hereunder shall be for purposes of local cost
sharing.

Applicable Mill Rate The Applicable Mill Rate shall equal the Full-Value
Mill Rate, as defined under 20-A MR.S.A. § 15671-A or any successor
statute. Should the State cease calculatmg a Full-Value Mill Rate, the -
Applicable Mill Rate shall be the prior year’s Applicable Mill Rate. The
Applicable Mill Rate shall be identical for all member municipalities in any
single year. If the Full-Value Mill Rate is higher than the amount required to
support the Total RSU Spending Budget, the Applicable Mill Rate shall be
reduced accordingly.

B. Cost Sharing

. H
Member municipalities shall pay the following shares of each year’s
total Additional Local Money for the RSU:

Durtham: 21.42%
Freeport: 65.98%
Pownal: 12.60%

In addition to its obligation to pay its share of Additional Local
Money, each member municipality must pay to the RSU its Total Required
Local Contribution (as defined above), and a2 member municipality whose
Pre-Existing Debt (or any portion thereof) is Non-RSU Debt must forther
pay to the RSU the total for that year of debt service for any such Non-RSU
Debt Service payable by the RSU as fiscal agent under Section 6.B of this
Plan

C. Changes to the Cost Sharing Method
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The Cost Sharing Method shall not be changed for the first three
years, Following that transition period, the Cost Sharing Method may be
changed, but shall not be required to be changed:

1. Bya vote of the RSU Board meeting the following
criteria:
 atleast one Board member from each member
municipality must be present; and
¢ Board members representing two-thirds or
more of the RSU population must vote in favor of
the change; or

2. Upon a vote of a simple majority of the RSU Board,
proposal for a change to the Cost Sharing Method may be
put out to referendum for amendment in accordance with
Section 14,

In the exercise of its discretion to determine any change to the cost-
sharing formula to be used at any time following the transition period, the
RSU Board shall consider all factors it deems relevant, but must consider the
following criteria: |

1. the faimess of the cost-sharing method in light of at least
the following factors:

o relative state valuations, representing each
member municipality’s ability to raise revenue;

o relative populations, répresenting each member
municipality’s board representation in the
budgeting process; and

e student headcounts, representing each meraber
municipality’s student usage of RSU facilities
and programs;

2. the effect of the cost-sharing method on the RSUs ability
to raise sufficient funds to sustain educational programs
deemed to be in the best interests of RSU students;

3. clarity of the method, including ease with which the
public can understand the method, ease of administration
and implementation of the method, and avoidance of
uncertainty over the method’s application;

4.  consistency of the method with the operation of the RSU
as a single, cohesive entity;

Scptember 16, 2008 Page2] of 28



5.  effect of the method on stability of RSU revenue streams
and local taxpayer obligations.

\ The RSU Board shall be composed of eleven (11) members. Each
munigipality in the RSU shall elect the following number of its residents to
serve §n the Board.

‘)Qmicipality Population | # of Board
_ _ Members
Freeporl | ._ 18,151 6
Durhym " 4,075 3
PownaL(M.S.A.D. No. 62) | 1,596 2

Each Board wember shall serve a 3-year term, except that the initial
terms of the memberd,of the first RSU Board shall be staggered. Since each
municipality of the RS has annual elections, lots will be drawn for the
length of term specified kg follows:

A.  Municipdlities with annual elections. In municipalities
with annual elections, 1/3 of the directors serve one-year
terms, 1/3 of\(be directors serve 2-year terms and 1/3 of
the directors séxye 3-year terms. If the number of
directors is not ewenly divisible by 3, the first remaining
director serves a 3-year term and the 2nd remaining
director serves a 2-yesg texm.

The directors shall serve their terms 3¢ determined at the
organization meeting and an additional period hptil the next regional

election of the municipalities. Thereafter, the ditectors’ terms of office are
as established in accordance with the provisions oRTitle 20-A Section 1471.

13-D. Tuition Contracts and Assignment of Tuition Stadents

1. Tuition Contracts

The following SAUs offer some or all of their students limiteduition
opportunities of which school to-attend-according to the follow Ing terms:
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ED 279 External

ORGD : 3458

Section 1: Computation of EPS Rates
A) Attending Counts:
1} Attending Pupils (April 20%6)
2) Attending Pupils (October 2016)

3 Average Pﬁpils'Calenda_r-\l'ééf‘A\;ér'aié

PreK-5  Studenmt + 6-8 EPS
B} Staff Positions EPSFTE u!Staﬁ
1) Teachers 540 () +
2) Guidance 2.6  (350:1) +
3) -lerarlans . "1 1'7 "(suu.1) +
4) Health 11 (800:1} +
5)  Education Techs 80 (1141} +
6) LUbrary Techs 18 (509:1) +
7} Clencaf 4.6 f-énh:m) +.
8 School Admin. 3.0 (305:1) +
C) Compu‘tatlon nfl!eneﬂu

1) Teachers, Gu:dante, Librarans & Health

2) Education & lerarv_TecI'l_mdans
3} Clenical
4} School Administrators

—

Other Support Per-Pupll Costs:
1) Substitute Teachers (172 Day)

2} Supplies and Equipment
3) Professional Devélopment
4) Instructional Leadershlp Support
5} Co-and Extra-Curricular Student
6) System Administration/Support
7 “Operations & Maintenance

E} Other Ad]uutmem:

FIE  toStaff

%4 (@70 + <
13 (350:) +
06  (80041) +
06  (800:1) +
14 (3121 +
08 (500) +
22 (2000) +
15 (305:1) +

Percentage
1900% © X
36.00% X
2900% X
14.00% X
Prek8 912
4 4 x
a73 514 X
6 Texi

28 28 X
P ——
135 135 X
1088 TV 1d9a%

1) Reglonal Adjustment for Staff & Subsmme Saiarles

Section 1: Totals
Dlvlded by Attandln; Pupils.
Oalcuhtad EPS Ratas Per Pupll.

STATE OF MAINE DEPARTMENT OF EDUCATION
AUGUSTA 04333

e e

‘STATE CALCUERTIGN FORFARBIN E @t&m&‘n

PraK-5
UGS Y
9110 +
ETE Y

68
510"
458.0
485

Student + 9-12EPS Student

FrE o Staff

313
2.0

B =

0.6

(15 1)
{250:1) =
(800:1) =

0.6 (800:1)
16 (3164
10 (S00:1)
00y
16
Elementary
Salary
aniey

200,919
226,262

364,005

Elementary
Student:

1,367.0
13670

(315:1) =

Ml":al(-s 9-12
1,365.0 + 4910 4
1,369.0 + 5110 =

TIETTY %

73% 27%
EPSFTE <+ ActualFTE =
Tot;l Total
M7+ 1396 =
59 + 78 =
337 a5 =
23 + 35 =
110 - 152 .-
37 + 25 =
G T P TT R
6.1 + 88 =
Secondary
Salary
172732
76,856
133,270
Secondary
Students
501.0
5010
501.0
“sobo
501.0
soro
“Regenalindex= 108

Total
T {60
1,880.0

100 %
% Of EPS

18680

x SAUDataln =

EPS Matrix

rrrm i

7337189 =

273,924 =
317,506 =

290,409 =

720,689 =

winow

7/18/2017

Prefiminary Enacted Per PL2017Ch284PartC — Adjustments will be made to these printouts throughout FY 18

Section:1
Adjusted EPS = Elementary Secondary
Salary Sulary Salarv
5,855,751 = 4280946 1,568,808
329,42] = 241,136 88,285
Tamad = 94,201 34503
133,353 = 97,614 35,739
209,004 = ‘153057 T se087
77,681 = 56,862 20,819
s mea mew
497,275 = 364,005 133,270
Elementary Secondary
Beneﬁts Beneﬂts
"7 osa08 328,193
75 571 27,668
e 65,515 3 24..023
50,961 18,658
Elamentary Sacondary
Support _  Support
57414 21,042
509,891 257,514
T e7deR T T 3064
38,276 14,028
53318 T UELen
184,545 67,635
14BE663 T 5dd204
446,043 163,307
9,472,312 3,684,346
- 6,929 7,354
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STATE OF MAINE DEPARTMENT OF EDUCATION

AUGUSTA 04333

7/18/2017

ORGID 3158

Settion 2: Operating Cost Allacations

A) Subsidizable Pupils  Includes Superintendent Transfers)

=l
2)
4)

5
8)

B) Basic Counts
2)
3
4
5y
&)
i

C) Weighted Counts

B

2) .
i
q
6)

4YO/PreK Equiv Insirugtion Puprls -

g2 Equiv.istruction Pupily

October 2014

T
October 2015

T g deis T T

October 2016

. a¥OfpreK Pupils
... K-8 Pupils

e TN

Adult Education Courses at .1

K-8 Equilv. Instruction Pupils

) . (Octonly)n_
" 490/Prek Dadvantaged @ -
K-8 Digadvantaged &
5-17 Digadventaged @
4YO/PreK Uimited English Prof.
K-sl.lm!lsed English Preof.
9-12 Limited English Prof.

0.2346
0.2446

D) TargetedFunds
e

ek Rssrent ko)

2)
3
4) ‘.
6
i
8

B

.., KB Student Assessment
312 Studenmssassmem

4YO/Prek Technologv Resources (Oct only)

K-8/ Tewwawkesnumes ;
9- 2 Technologv Resources

. avoiPrek Pupils (Ot onlgy
K-2 Pupils

Isolated Small School Adjustment

1} Preke8 small School Adjustment

2

9-12 Small School Ad]ustment

Se:ﬂnﬂ z Ongramgmlneathn Toals .-
Pementage of EPS Tnnsitlon Amount:

Adjuisted Total Operating Aliccation Amount:

o ongt

cecmw)

ST

_avo/prex
i1 )

R

1,305.0

9-12

513.0

495.0

e e

=

Prefiminary Enacted Per PLZ017Ch284PartC - Adjustiments will be made to these printouts.throughout FY 18

& il

Total
S
1,857.0
S
1,8510

T - s

Section: 2

63.0 5140 = 18820
Ave.Calendar SAU EPS Rates from Baslc Cost Allocations
.. YearPuplls IR . . EEE— e
63 L3 ' Guky - #6520 -
= L1,3025 R 692 = 802502250 .
: ' . 5P75 ae e TR A 3,792,455.00
SO Y === I - EEAm __._5.-_1."7-.’?9_.. ESTE
: ea00 s e = ; . fop '
S . 't _____ X o 8929 ‘.__.,,,,.. — .. 86125
SAU H’S Rates from Welghted Cost Atlocations
I o Puplls EPSWeights . . Pl
Co4aB X UL L A .. BERR . w 0,502
- 3056 X 020 X i ___5,9;“9_: . _ 423,500, 48 .
S R . B8 X i B s
E— | _bs00 X . . 8929 = e .P;QQ =
=0 % ostE 0 X 5318 5 " 8456756
60 X 0.500 X 7354 = 22,062.00
EPS Targeted Targeted Cost Allocations
.. Puplls EPsWeights -‘\W_FDL e —
=1 - V¥ " = i 2,02400
R L3025 - S . 43,09_“: A,,GE.:EZ“-QQ... _
: A I B = 24,360,08 : :
== _ B30 X 106.00 = 667800
L3025 ° CF. wees + 148,065.00 -
5075 - X_ ... 31800 = O
“®e K 210 X B9 = Camgmare
4040 X 0.10 X 6929 = 279,931.60
S I s ———— P _...x.r —_—
. — T -
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ED 279 External
AUGUSTA 04333
STATE GMCULATION EGR FUNDING HUBTICEDDC A RO el L2} REPORT
ORGS0 : 3158 Syt AR TOLE
Saction 3: Other Allocations Section : 3
A) Other Subsidizabla Costs
Base Year Inflation
— = “,E'PMW"@ . B
1) Gifted & Talented Expenditures from 2015 - 2016 21392295 w5 X 21713179 ’
2) Career&TechmcaI Eduwﬂon Expendltures from_2015 -2016 49548150 X _ 01.50 =  502913.72 i
3) -+ = Special Education - EPS Allocabon - X T ==, T 3537,437.98
4) Transportation Operating - EPS A_Ilqcay.ion E e X = _1,_1?_'6_,.543:“5“5"7' ‘
5) Approved Bus Aflocation T =6 Gog ™
Total Other Subsidizable Costs = 5423,731.04
B) Teacher Retirement Amount (Normallzed Cast)
279.395.06
Total Adjusted Operating Allacation (Page2 ) plus Total other Subsidizable Costs plus Teacher Retirement = 20,191,991.17
€)  Debt Sarvice Allocations o ) — .
1)  Town/Dimrict Payment Date Name of Project %7 Principal - 7 Total
DURHAM 11[01/2017 ] DURHAM_ NEW PRVEK -8 SCHOOL 886, 467 00 + 1 104 613.23
05/01/2018 DURHAM NEW PREK-8 SCHOOL 000+ 20894914
2)  Total Debt Service Principal & Interest Payments  © © - BSGAE7.00 427,09537 1313,562.37 ..
3} Approved Lease for 2016-17 JRSUDS = ’ ggo -
4] Approved Lease Purchase for 2016 - 17 for RSLI D5 0.00
Total Debt Service Allocation, = 131356237
SEction 3 ; Total Combined Allocations (Page 2 Adjusted Total pius Other Subsidizable plus Dabt Setvice) i 21,505,55954

Preliminary Enacted Per PL2017Ch284PartC — Adjustments will be made to these printouts throughout FY 18
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AUGUSTA 04333
ety RSU85 rowr .28
Section 4 : Calculation of Required Local Contribution - MITl Expectation Section: 4
A) Subsidizable Pupils (Excludes Superintendent Transfers for SADs, RSUs & €SDs) by Member Municipallty
Average Calendar Oper., Othr Sub, & Municipal Debt Total Municipal
Year Subsidizable Percantage of Tehr, Ret. Allocation Allocation Alllocation Distributlon
o Member Municlpality JPuphs o Total Pupils  ~  Distibution _ Distribution asaPercen‘tage of Puplls
Durham R [ = m.n j d 3&6&% 6.392,5‘9449 & 1.39:555523-7"# ; 7,795,549??
Freeport 1079.5 58. 02% 11 ,715,393.28 + 11,715,393.28
bt I RIT TR e e g e " " e
) ' “Total . LE6eS. o . 600K mmﬁn © . 23,505555.54
B} State Valuation by Member Municlpality
2014 / 2015 / 2016 Total Municipal Allocation Distribution
Average State Mill per Valuation
Member Municipallty Valuation Expectatlon x MIII Expectatlon
Duham Dt obed s Cmsateser. 81 ‘ 3,302,844 50
Freeport ‘1 394,700,000 3.19 11 422,593.00
Powml - 2i05EAE 819 = 1, 34,43850
. Total . ‘1,958A38,934 . Wﬁ‘-"ﬁ."‘-@
€} Required Local Cantribution = the lesser of the previous two calculations :
Required Local Calculated
Total Allocation by Contribution by Mill State Contribution by Municipallty
Member Municipality Munlcipalitv Munlcipalltv Rata {Prior to adjustments)
————— ek e’ e e g e gy i e e T e el N
Durham = " TELF&T e i E0G346FT - zm,mw Bm 4,813,503 27
Freeport 11 715,353.28 - 11 A422,593.00 8.19 292,800.28
- Pownal SRR s L sghgiady. - LmemEiss .. 0 8 ' | ssaemion
ot |7 o ARSI NETY 2050555854 - | 1603056880 . b - 5,465,984,54.

Prefiminary Enacted Per PL2017Ch284PartC — Adjustments will be made to these printouts throughout FY 18

7/18/2017
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Section 5: Totals and Adjustments

A) Total Ailocation, Local Contribution, and State Contribution
4) Minimum Special Education Adj. for Towns in a RSU
Totals after adjustment to Local and State Contributions

B} Other Adjustments to State Oonmbutlon
1) Plus Audit Adjustments
2} Less Audit Adjustments
3} Less Adjusunentfor Unanproprlated anal Cnntnhutlon
4]  Less Adjustment for Unailocated Balance In Excess of 3%
5) Plus Long-Term Drug Treaunent(:enuars Adjustment
6) Reglonahzatlon and taf"lix:len1:1,|I asmsiznne
7} Bus Refurblshmg Adjustment
8) Less MalneCare Seed Private
9} Less aneCare Seed Public

Adjusted State Contribution

Local and State Percentages Prior to Adjustments :
Local and State Percentages After Adjustments :
FY1: 100% EPS Allocation

Section F:  Adjusted Local Contribution by Town
Min. Spec. Ed. RSU

Member Municipality Towns Ad).Sec.5
Line A4
Durham 0.00
Freeport 382,527.00
Pownal 0.00
Totals 382,527.00

AUGUSTA 04333
STATE CALCOLATION FOR-UNBI

T e

Total Allocation
21,505,553.54

21,505,553.54

21,505,553.54
Local Share % =
Local Share % =
21,544,384.42

7/18/2017
2017-2018
Section: 5
Local Contribution State Contribution
16,039,569.00 5,465,984.54
-382,527.00 382,527.00
15,657,042.00 5,848,511.54
0.00
0.00
0.00
0.00
0.00
0.00
0.00
(9,260.15)
0.00
15,657,042.00 5,839,251.35
74.58% State Share %= 25.42 %
785 % State Shere % = 27.15%
=454 WARRANT ARTICLE *>*»
Adjusted Local Adjusted  Adjusted
Total Allocation Contribution Percentage Mill Rate
7,706,346.77 2,892,844.50 18.48% 8.19
11,715,393.28 11,040,066.00 70.51% 7.92
2,083,813.45 1,724,131.50 11.01% 819
21,505,553.54 15,657,042.00 100.00%

Preliminary Enacted Per PL2017Ch284PartC — Adjustments will be made to these printouts throughout FY 18
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Section : 6
section 6: SCHEDULED PAYMENTS & YEAR TO DATE PAYMENTS

MONTH SUBSIDY PAID TO DATE DEBT SERVICE PAID TO DATE

- e T e R T R ™
August . 377’140.75‘ - 377,140.75 - 6.00 o 0.00
Septembr s e T lew ke
Qctober 377,140.75 . 377,140.75 UOO . 7 0.00
November Camaers T Tmaers s 0 T T dammgman T aneiazs
December 7 377,140.75 ‘ 0.00 7 - | 0.00 ‘ 0.00

Jamuary o wradens < e lemo T T T e
February 377,140.75 0.00 0.00 0.00
T Ve e S e e
April 377,140.75 0.00 0.00 0.00
s TSR T T _ :

June 377,140.73 0.00 0.00 0.00

]
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ToTAL L asmemss | Tastsaens T imded | senss
Preliminary Enacted Per PL2017Ch284PartC — Adjustments will be made to these printouts throughout FY 18



Revised September 28, 2008

FAQ’s

1. Where will the funding come from to pay for the costs of running the RSU?
a. Funding to cover the costs of the RSU come from three sources. They are:
i. Required Local Contribution — the required amount that must be
raised locally to qualify for state subsidy. This is usually
represented as the standard mil rate across the state for education.
In the base year (2007-2008) used by the RPC for analysis
purposes the state mil rate was 7.44 mils. |
ii. State Subsidy ~ this is the amount of state funding that will be
provided to the school unit if the Required Local Contribution is
approved locally.
iii. Additional Local Monies — this is the amount that will be raised
locally in addition to the Required Local Contribution by the
members of the school unit.

2. How will each of the components in #1 above be allocated to each of the member
towns?

a. Each town will contribute the Required Local Contribution through the
“standard” mil rate determined by the state.

b. The state subsidy will be calculated in total for the RSU, not for each local
town, and will be paid directly to the RSU by the state.

c. The Additional Local Monies will be shared among the three towns using
a cost sharing formula developed by the RPC.

3. How much of the total RSU expense is represented by the Additional Local
Monies and therefore subject to the cost sharing formula of the RPC?
a. Approximately 15% based on the 2007-2008 school budgets for the three
school districts.

4. How will the Additional-Local Monies be shared under the RPC cost sharing
formula?
a. The RPC determined that Additional Local Monies (ALM) should be

shared on the same ratio as those costs were incutred in the base year
{budgets for school year 2007-2008). According to the plan, this cost
sharing method would stay in place for five (5) years to give the RSU and
its board time to gain experience in the operation of new school unit. The
cost sharing method could be changed as early as three years under
provisions of the plan.




5. How much of the ALM will each town be allocated based on the cost sharing
formula described above?
a. Durham - 21.42% or $856,80
b. Freeport - 65.98% or $2,640,000
¢. Pownal — 12.6% or $504,000

6. 1have heard people who favor sharing costs on the basis of each town's valuation
and other people who favor shanng costs on the basis of each town's student
population. Are towns that are paying less than their share of valuation getting
off too easy? What about towns that are paying less than their share of the student
headcount?

a. No. The RPC believes the cost sharing formula is the fairest way to
distribute the ALM costs across the RSU at this time. While there are
arguments in favor of using student headcounnts and in favor of using
valuation, there are arguments against each approach as well. The original
consolidation law would have required use of the valuation approach. The
law was changed to allow the use of alternative cost-sharing approaches,
and the RPC adopted 2 middie approach, between the extremes-of
valuation and headcount, that it believes is the best way for the RSU to get
on its feet.

b. The percentiges used to allocate the ALM are based on the operating cost
in the ALM for the base school year 2007-2008. Each town pays the same
percentage of ALM as the percentage of ALM costs that it geperated prior
to consolidation in the base year. So, for the base year, Durham, Freeport
and Pownal generated 24.42%, 65.98% and 12.6% of the ALM costs
respectively and will be asked to continue to bear those shares in the initial
years of the RSU as a fair estimate of the share of the ALM costs
attributable to each town.

c. In the early years of the RSU it is unlikely that there will be major
program shifis so it can be assumed that the spending patterns will remain
similar. As the RSU matures over time the RPC plan allows for the cost
sharing formula to be changed should that be necessary.

d. The table below shows each town’s base-year share of student headcount
and valuation, as well as its ALM cost-sharing percentage as set forth in

the consolidation plan:
Valuation Cost-Share Headcount
Durham 16.1% 21.42% 29.05%
Freeport 75.0% 65.98% 59.74%
Pownal 8.9% 12.60% | 11.20%

7. Were any other cost sharing plans considered by the RPC?
a. The Finance Committee of the RPC developed a financial model that
considered seven (7) different cost sharing scenarios for ALM. Many of




these scenarios were developed as a result of feedback received at the
public meetings held in the three towns.

8. What were the cost scenarios that were considered?
8. The Finance Committee considered the following cost sharing scenarios:

i

-y
1L

il

iv,

vii.

#1 — share ALM costs based on the operating cost ratios for the
base year; share debt for the high school and administrative offices
starting in year 1; phase in other assumed debt (Durham
Elementary, Freeport Middle School and post 2003 CIP) over five
(5) years; non assumed debt would be a) debt on existing Durham
clementary school; b) pre 2004 capital improvement debt in
Freeport; and c) the Mast Landing School debt in Freeport.

#2 — Same as #1 above, but the only debt to be shared is the high
school and the administrative office debt. This is the approach
ultimately recommended by the RPC.

#3 — Same as #] except share the high school costs on a per pupil
basis.

#4 — Share all ALM on a per pupil basis.

#5 — Same as #1 except share all debt assured by the RSU on a
per pupil basis.

#6 — Share ALM on the basis of town valuation — this is as
prescribed in the original school comsolidation law, bui was
subsequently changed to allow local RPCs to adopt their own cost
sharing formula,

#7 — Bame as #1 except share ALM on & per pupil basis starting in
year 4 and phasing this in over 10 years with a cap of 60% of the
ALM to be shared on a per pupil basis.

9. Is the model that was prepared by the RPC a budget for the new RSU?

a. No. Preparing a budget for the new RSU is beyond the scope of the tasks
assigned to the RPC and will be the responsibility of the new RSU board
once they are elected. The model is a tool used by the RPC to show the
effect of various assumptions and scenarios in determining a fair cost
sharing methodology and in making gross assessments of the financial
feasibility of consolidating. The model can show the relative effect a
change in cost sharing scenario could have on one member of the RSU vs.
another, both in the short term and long term. A budget, when prepared
by the RSU board, will be the estimated costs of running the RSU for a
particular time frame and will include all of the specific operating and
program decisions that only the RSU board has the authority to make.

10. What are the basic assumptions included in the financial model used by the RPC?
a. The financial model used to evatuate the different cost sharing scenarios
included the following key assumptions (all in constant dollars):
i. There would be $100,000 of administrative cost savings as a result

of consolidating the three school districts.




ii. There would be a “leveling up® of contract salaries beginning in
year three in the amount of $250,000 as a result of consolidating
the three s¢hool districts.

iii. High School students from Durham would migrate to Freeporl
High School oveér time and would not all move in one yeat.

iv. The incremental cost of additional high school students in Freeport
would be $4,000 per student. This is referred to in the model as
the “capacity cost™.

v, There is a net cost reduction for each Durham Student migrating to
Freeport ngh School. This is due to the fact that in the base year
Durham is paying $7,715 in tuition outside of their district for their
high school students. Since the estimated incremental cost for
each student when they move to Freeport is $4,000 the net benefit
is $3,715 in avoided costs per student to the RSU.

vi, No increase in capacity is required at the current Freeport Iligh
School facility.

vii. “State debt” is assumed to be paid for by the state on a dollar for
dollar basis.

11. How was the $100,000 of administrative savings determined?
a. For the administrafive savings, the three existing superintendents .

evaluated the current administrative structure in the three school districts
and came up with & recommendation of the changes that could be made in
that structute if the three school units were consolidated into one unit. For
example, the three towns currently pay 1.8 full-time-equivalents (FTEs)
for their superintendents. The RSU will have only a single superintendent,
resulting in a savings of a little over $70,000. Not every function or
position, however, will see savings., For example, human resources
currently accounts for only three-tenths of an FTE, but in the RSU, we
expect there wilt be a full-time HR professional, accounting for a full FTE
in that position, a cost increase estimated to be just over $20,000. In
addition to a line-item estimate of these FTE changes for administrative
personnel, administrators provided the RPC with an estimate of system
administration cost savings.

. There is uncertainty in these estimates, given the uncertainty in how the
RSU Board ultimately will choose to staff the RSU. For example,
Freeport currently provides contracted curriculum services at a cost of
$30,000. The RPC favors, following the recommendation of the
Education Subcommittee, the hiring of a full-time curriculum coordinator,
The additional estimated cost is $50,000. Whether such a hire would be
made lies in the discretion of the RSU Board. Other positions assumed to
go from a partial FTE to a full FTE might ultimately not increase that way,
depending on workload and staff capabilities. For example, the three
towns use a combined 1.25 FTEs for Accounts Payable and
Bookkeeper/Payroll, and the administrators estimated two full-time staff
serving those functions in the RSU. The difference between splitting




those functions among two FTEs versus combining them into a single FTE
is roughly $45,000.

¢. Netting the cost increases and decreases in administrative salaries, yielded
an estimated administrative savings of $64,479, subject to the
uncertainties described above. For example, if the RSU Board chose to
fund curriculum coordination only at the current level, without hiring a
curriculum coordinator and chose to use a single FTE for accounts payable
and other bookkeeping functions, the cost savings would increase to
roughly $160,000. In light of the uncertainties in the estimation process,
the Finance Subcommittee used a figure within this range, $100,000, as its
estimate for administrative cost savings,

12. What are “leveling up” costs and where do they come from?

a. The $250,000 “leveling up” costs are the result of evaluating the three
different teacher contracts that currently exist and bringing them together
under a uniform salary structure. This calculation was performed by the
respective business offices of each of the schoo! units.

13, What is the “capacity cost” used in the model and how was the amount
determined?

a. The $4,000 capacity cost or; incremental cost per student at Freeport High
School, comes from an analysis performed by the Freepori school
administration on what additional costs would be incurred to bring the
Durham high school population into the carrent high school building.
This cost assumes that sufficient staff would be hired to maintain the
current student/teacher ratio.

14. Why is the incremental cost per student ($4,000) at Freeport High School so much
different than the average cost per student, which I understand is about $10,000
per student?

a. While it does not cost any less to educate the incoming Durham students,
or for that matter, any new Freeport or Pownal students, than it does a
student that is already at Freeport High School (FHS) there are certain
fixed costs that do not change as a result of adding more students into a
facility that has available capacity. Therefore, the average cost per student
will decrease as more students are added to the existing facility. For
instance, the cost of operating the FHS building is pretty much the same
whether the building houses just Freeport students or Freeport, Pownal
and Durham students. On the other hand, the same is not true for teaching
staff, Initially, as new students enter the high school they will be absorbed
within the existing classroom structure. Eventually though, there will be a
sufficient increase in the number of students or class sizes that new staff
will have to be hired to maintain the current student/teacher ratios. The
capacity cost assumes this new staff will be hired to accommodate the
additional students.



15. What is the projected enrollment for Freeport High School and what is the
capacity of the current building?
a. The current capacity of the existing facility is 600 sfudents. The projected
enrollment for the high school using data provided by each of the school

units is shown in the chart below.
FHS Estimated Enrollment
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16. | have heard that the current building isn't even sufficient for the students .
currently at Freeport High School - students cannot eat their lunch in the
cafeteria, classes have to be held in a trailer. Why did you assume that the
building has sufficient capacity for 100 or more additional students?

a. The existing building currently has vacant instructional space during every
instructional period, and the superintendent and principal advised the RPC
that they believed the space was sufficient to accommodate the expected
additiona] students in the RSU. The RPC commissioned a capacity study
by outside experts to determine whether the opinion of the administrators
could be confirmed. And it was,

b. The trailer referred to is not used by Freeport because classrooms are full.
The trailer is used for a special instructional program that, for instructional
purposes, is physically separated from the FHS building.

c. The cafeteria is not large enough to accommodate the current population,
even using steggered lunchtimes, and even with Freeport's steadily
declining entollment; it would not be large enough to accommodate the
population anytime in the foreseeable future. Freeport has been using a
single lunch period, with students free to eat where they choose, That
approach can continue, even with 100+ additional students, going forward.
No capacity cost was included for a cafeteria build-out for two reasons.
First and foremost, based on the fact that Freeport to date has not
expanded its cafeteria, it appears that all of the relevant constituencies
(students, faculty, administration and parents) like the current approach to

o



lunchtime, and we expect that to continue. Second, should the RSU Board
elect to build out the cafeteria, it is not clear that such a build out would
involve any increased capacity cost for the RSU; the State might very well
fund the debt for such a project in the RSU. This is the type of capital
project, however, for which state funding would be put in jeopardy by the
penalty provisions applicable to any town that does not enter into an
approved unit under the consolidation law.

17. How is existing debt handled in the financial model and in the cost sharing
formula? 7
a. Existing debt in any of the school units is handled in either of two ways.

i. High School and Administrative Offices debt — In as much as these
facilities will be shared resources at the beginning of the RSU then
any debt service costs will be included in the costs to be shared by
the RSU members.

ii. All other debt — In as much as the facilities for which this debt was
incurred are not being shared at the beginning of the RSU then all
debt service will remain with the town which incurred the debt.

iii. Puture debt of the RSU incurred by the RSU after formation will
be shared by the RSU based upon the cost sharing formula in use
when the debt is incurred. -

18. How do penalties come into play in the financial model considered by the RPC?
a. First, penalties only apply where a commmmity decides to not consolidate
and ofherwise does not have an exemption or other approval from the
Department of Education to “go it alone”. Penalties therefore appear as a
cost for a town in the “stand alone” scenario, but not as a cost in the
consolidation scenario.

b. The amount of penalty for each town as estimated by the Department of
Education on June 10, 2008 is shown below. This penalty is assessed
annually and will change as the student headcount changes and as the
valuation of the town changes.

Durham - $105,332
Freeport - $315,192
Pownal - $48,111

i. In addition to the penslty that can be calculated above there are
other considerations that need to be included when looking at the
penalty provisions of the law, which could include less favorable
consideration by the state in regard to future school construction.




19. Would my town be better off financially to “go it alone” and pay the penalty?
a. The finance committee looked at each of the scenarios and compared it to
each town on a stand alone basis, The selected cost sharing formula vs,
stand alone is as follows:

Durham - selected scenario is the same as standing alone;
Freeport — selected soenario is 6% less expensive vs. standing alone;
Pownal — selected scenario is 3% less expense vs. standing alone.

i.  When factoring in the non-financial benefit of consolidation the
RPC concluded that each community would benefit from
consolidation as a whole,

20. What are the size, composition, and voting percentage of the new Regional
School Union’s Board of Directors? ,

a. The Board will be made up of 11 members serving staggered 3 year
terms. Freeport will have 6 members with 96 votes each, Durham will
have 3 members with 96 votes each, and Pownal will have 2 members
with 58 votes each.

21. How was the structure and eomposition of the Board decided?

a. The Board must conform fo “one person one vote”, so the composition
must have proportionate representation, This is why Freeport, the largest
communily, has the most members. To ensure Pownal has two
representatives it was necessary to give each of those members a lesser
voting power.

22, How will the Regional School Unit Board be elected?
a. Each community will elect its representatives to the Board.

23. What is the timeline for voting to approve the Regional School Union, selecting
the Board, and starting the new school system?

a. An approval vote for the Consolidation Plan will occur at the general
election in November 2008. If all three communities approve the Plan, the
new Board will be elected at the beginning of February 2009. The Board
will then begin its administrative duties to allow the new School Union to
be fully functional on July 1, 2009. The Board will be responsible for
hiring the new School Union’s superintendent, creating a budget, and
implementing school policies and procedures. ‘

24. How are budgets and capital expenditures decided under a new RSU?
a. The RSU Board will develop proposed budgets and capital expenditures.
There will then be a School meeting to approve recommendations, and the
voters in the three communities will then vote on whether to approve the
budgets and expenditures.




25. What if one or more of the communities does not approve the Consolidation Plan
in November 20087

a. If any of the communities vote against the Plan, the Regional Planning
Committee must consider alternative plans for submission to the State
Department of Education, and then, again, to the voters of the
communities. This could be with the same partners or different partners, If
no consolidation plan is adopted by July 1, 2009, communities and their
schools may be subject to State penalties starting with the current fiscal

year,

s

a. An Altemative Plan is submitted by an SAU that proposes to meet the
required reductions in costs without partrering with other SAU’s. An
alternative plan may be submitted only by a unit that is:

i. An offshore island
ii. A school operated by a tribal school committee
iii. A school administrative unit that serves more than 2500 students or
1200 students where circumstances justify an exception to the
requirement of 2500 students
iv. A school administrative unit that is designated as an efficient,
high-performing district. A school administrative unit is
designated an “efficient, high-performing district” if:
L. It contains 3 schools identified as “higher performing”
2. Its reported 2005-2006 per pupil expenditures for system
administration represents less than 4% of its per pupil
expenditures

e
a. The current Plan is an alternate plan. The three towns have less than 2500

students, but more than 1200 students.

: 3 oL s il

a. An alternative organizational structure (AOS) is a regional school unit and
still requires communities to function as a single school system that
reponts a single budget to the Department of Education, receives a single
subsidy check, and has a common core cumieulum and procedures for
standardized testing and assessment. An AOS files reports with the state as




a single unit and must adopt consistent school policies, and a plan for
achieving consistent collective bargaining agreements. (Separate
collective bargaining agreements are allowed, provided they are
consistent.)

The plan for an AOS must also include an interlocal agreement and a plan
for presenting, approving, and validating the annual school budget that
ensures K-12 budget transparency for its members and their voters. The
law requires a plan to achieve that goal; it does not specify the details of
how it must be achieved.
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