“Cost Savings” or Unsupported Assumptions?

The cost savings projected in the Governor’s proposal are based upon unsupported
estimates and assumptions. Some of the assumptions and percentages used to calculate
the projected savings were described by a representative of the Department as arbitrary
numbers.

Specific details have not been fleshed out regarding the actual savings that can be
expected. In fact DOE has done no modeling to show the impact of regionalization on
the educational costs in the proposed regions.

For example:

The $186 per pupil allocation proposed for system administration at the regional
level was calculated by taking the 2006 state average per pupil system
administration expenditures of $372 and dividing it in half.

Why divide it in half? According to the Department this process was used
because it resulted in a number that was reasonably close to the national average
cost for school system administration.

DOE then multiplied the $186 figure by 3.2% for inflation to establish an adjusted
figure of $204 for regions with 2500+ students in 2009.

The $186 per pupil allocation was increased by one third (1/3) to $248 for
regional systems with fewer than 2500 students. This figure was increased by
3.2% to $272 for 2009. When asked how they decided that $248 was the right
number for smaller systems the answer was that it was an “arbitrary minimum”
that might be needed in the smaller regions.

Other issues with the Department’s calculations or lack of calculations:

The Department has not developed a model or template for determining the actual
staff that will be required to administer the various regions.

The Department’s calculations have not taken into account current obligations of
existing school units that will be assigned to the new regions (e.g. multi-year
contracts, local debt service).

There has been no consideration given to the severance and unemployment costs
that will be incurred by laying off existing school personnel.

The Department has not calculated the costs that will be incurred to merge all the
collective bargaining agreements within the regions.



The increase in teacher/student ratios represents a 6% decrease in State support of
teachers at the middle school level and a 12% decrease in State support of
teachers at the high school level. This represents a significant tax shift from the
State to the local level which will require increased property taxes to avoid
teacher layoffs.

The Department has projected the following savings in the areas of system
administration, special education, transportation, and facilities and maintenance:
5% in 2009; 2.5% in 2010, and 2.5% in 2011.

There was no research on which the projected savings were based in the area of
special education, except the anecdotal experience of the Commissioner when she
was Superintendent in Windham. The Department’s response was that the
savings could be “assumed” from the type of consolidated structure being
proposed.

There continue to be numerous questions regarding the handling of existing local
only debt and lease purchase obligations within current school systems.

The Governor’s original bill did not contain a mechanism to legally establish the
new board composition within the new regions.

After spending a couple of hours with a representative from the Department it became
obvious that the proposed savings are not based upon solid calculations but upon many
unsupported assumptions.

A myth is being perpetuated that the $250 million in savings can be achieved by
eliminating unnecessary superintendent positions. The truth is that if all superintendent
positions were eliminated the total salary savings would be in the range of $13 million
per year. Even assuming that the “projected savings” of $80,000,000 per year could be
achieved, that would represent about a 2% reduction for the local property tax payer.

The Governor’s plan is not a real solution to Maine’s high property taxes. On the
contrary, it appears that school administrative costs are being used as a politically
expedient scapegoat for Maine’s high property tax burden.



Savings in Expenditures
(State and Local)
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Savings Achieved Through RSLS Administrative Restructure

Savings from the RSLS administrative restructure are projected in four major
categories:

System Administration — Superintendents and Support Staff
Special Education Services

Transportation

Operation and Maintenance of Plant
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System Administration

State and local spending projected to save $124.2 million during the first
three years of implementation

Assumptions:
¢ Reduce most recent (FY’06) reported expenditures for system

administration from approx. $372 per student to be more in line with
nati ms co i ‘the Brookings Institution

o EPS allocation provided for the new Regional Learning
Communities will be $186, inflated to $204 for FY’09, per student
for units over 2500 students and $248, inflated to $272 for FY'09,
per student for new units with 2500 or less students

e Current FY’07 EPS allocation for system administration is $348 per
pupil regardless of size and is reflective of costs associated with
today’s 290 school administrative unit structure served by 152
system administrations

Detail of System Administration Savings

FY'09 FY'10 | | FY'11
Total State/Local | $414M | | $414M | |$41.4M

3Year Total
$124.2M

State 55% $22.8M $22.8M $22.8M $68.3M
Local 45% $18.6M $18.6M $18.6M $55.8M




Special Education

State and local savings of $61.9 million are projected through more
efficient use of resources, staffing flexibility, more effective and efficient in system

placements, and programs when provided by the new Regional Learning
Communities.

Assumptions:

o Reduce most recent (FY'06) reported expenditures, inflated to

FY’'09, for special education by 5% in FY’09 and an additional 2.5%
in each of FY’10 and FY’11

Detail of Special Education Savings

FY’09 FY’10 FY’11
Total State/Local $14.0M $20.7M $27.2M

3Year Total
$61.9M

State 55% $7.7M | | $11am | | $14.9Mm $34.0M
Local 45% $6.3M $9.3M | | $12.2M $27.8M




Transportation

State and local savings of $24.4 million are projected through more
efficient management of transportation systems in the new Regional
Learning Communities - a regional approach to maintenance/bus garage,
routing, fleet management, and common calendars, etc

Assumptions:

e Reduce most recent (FY’'06) reported expenditures, inflated to
FY’09, for transportation by 5% in FY’09 and an additional 2.5% in
each of FY’10 and FY’11

Detail of Transportation Savings

FY’09 FY’10 FY’11
Total State/Local $5.5M $8.2M $10.7M

3Year Total
$24.4M

State 55% $3.0M $4.5M $5.9M $13.4M
Local 45% $2.5M $3.7M $4.8M $11.0M




Facilities Operation & Maintenance

State and local savings of $52.9 million are projected through more
efficient management of school facilities — regional purchasing contracts for fuel
and other goods and services, consistent oversight and reporting of health and
safety issues — workplace hazards/chemicals, and comprehensive maintenance
and capital improvement programs for all facilities in the region

Assumptions:

¢ Reduce most recent (FY’06) reported expenditures, inflated to
FY’09, for Operation and Maintenance of Plant by 5% in FY’09 and
by an additional 2.5% in each of FY’10 and FY’11

Detail of Facilities Operation and Maintenance Savings

3Year Total
$53.0M

FY’09 FY’10 FY’11
Total State/Local | $12.0M $17.7M $23.3M

State 55% $6.6M $9.7M $12.8M $29.1M
Local 45% $5.4M $7.9M $10.5M $23.8M




