	Further amend the resolution in the first indented paragraph after the title in the last 2 lines (page 1, lines 5 and 6 in L.D.) by striking out the following: "to Enact the School Finance" and inserting in its place the following: 'To Enact the School Finance and Tax Reform'



	Further amend the resolution by striking out all of Parts A to D and inserting in their place the following:





'PART A



	Sec. A-1.  20-A MRSA §15671, sub-§7, ¶B, as enacted by PL 2003, c. 504, Pt. A, §5, is amended to read:



B.  The annual targets for the state share percentage are as follows.





� (1)  For fiscal year 2005-06, the target is 49%.



 (2)  For fiscal year 2006-07, the target is 49.25% 50.5%.



 (3)  For fiscal year 2007-08, the target is 49.50% 52%.



 (4)  For fiscal year 2008-09, the target is 49.75% 53.5%.



 (5)  For fiscal year 2009-10 and succeeding years, the target is 50% 55%.



	Sec. A-2.  20-A MRSA §15671-A is enacted to read:



§15671-A.  Property tax contribution to public education



	1.  Definitions.  For the purposes of this section, unless the context otherwise indicates, the following terms have the following meanings.



A.  "Funding public education from kindergarten to grade 12" means the cost of funding essential programs and services as described in this chapter plus the total allocations for program cost, debt service costs and adjustments.



B.  "Local cost share expectation" means the maximum amount of money needed for the purpose of funding public education from kindergarten to grade 12 that may be derived from property tax.



	2.  Local cost share expectation established.  The local cost share expectation is established as follows.



A.  This paragraph applies to the local cost share expectation.  Notwithstanding any other provision of law, with respect to the assessment of any property taxes for property tax years beginning on or after April 1, 2005, this subsection establishes the local cost share expectation that may be assessed on the value of property for the purpose of funding public education from kindergarten to grade 12.  The commissioner shall annually by February 1st notify each school administrative unit of its local cost share expectation.  Each superintendent shall report to the municipal officers whenever a school administrative unit is notified of the local cost share expectation or a change made in the local cost share expectation resulting from an adjustment.





�B.  This paragraph applies to the calculation of the full-value education mill rate.  For property tax years beginning on or after April 1, 2005, the commissioner shall calculate the full-value education mill rate that is required to raise the total of the local cost share expectation for funding public education from kindergarten to grade 12.  The full-value education mill rate is derived by dividing the applicable tax year percentage of the projected cost of funding public education from kindergarten to grade 12 by the certified total state valuation for the year prior to the most recently certified total state valuation for all municipalities.  The full-value education mill rate must decline over the period described in subparagraphs (1) to (5) and may not exceed 10.0 mills.  The full-value education mill rate must be applied according to section 15688, subsection 3, paragraph A to determine a municipality's local cost share expectation.  Full-value education mill rates must be derived according to the following schedule:



 (1)  For the 2005 property tax year, the full-value education mill rate is the amount necessary to result in a 51% local share in fiscal year 2005-06;



 (2)  For the 2006 property tax year, the full-value education mill rate is the amount necessary to result in a 49.5% local share in fiscal year 2006-07;



 (3)  For the 2007 property tax year, the full-value education mill rate is the amount necessary to result in a 48% local share in fiscal year 2007-08;



 (4)  For the 2008 property tax year, the full-value education mill rate is the amount necessary to result in a 46.5% local share in fiscal year 2008-09; and



 (5)  For the 2009 property tax year and subsequent years, the full-value education mill rate is the amount necessary to result in a 45% local share in fiscal year 2009-10 and subsequent years.



	3.  Exceeding local cost share expectation; referendum process.  Beginning with the 2009-10 school budget, the legislative body of a school administrative unit may adopt property tax rates that exceed the local cost share expectation calculated under section 15688, subsection 3, paragraph A if that action is approved by the voters of the school administrative unit by referendum or the referendum validation processes authorized by sections 1305-B and 1701-B and the voters are 

�

properly notified as required by section 15617 or Title 30-A, section 2523 or 2551, as applicable.



	Sec. A-3.  20-A MRSA §15684, sub-§3 is enacted to read:



	3.  Repeal.  This section is repealed on July 1, 2005.



	Sec. A-4.  20-A MRSA §15686, as enacted by PL 2003, c. 504, Pt. A, §6, is amended to read:



§15686.  Transition adjustment



	For each of the fiscal years described in section 15671, subsection 7, the commissioner shall establish a transition adjustment calculated to minimize the adverse fiscal impact directly related to that may be experienced by some municipalities as a result of the phase-in of this Act.  The transition adjustment for a municipality must be directly related to the phase-in of essential programs and services and the local cost share expectation method of determining the local contribution to the cost of funding essential programs and services.  The amount of this adjustment is established at $10,000,000 for fiscal year 2005-06 and must decline with each successive fiscal year, and the.  The adjustments must end no later than fiscal year 2009-10.



	Sec. A-5.  20-A MRSA §15688 is enacted to read:



§15688.  School administrative unit contribution to total

cost of funding public education from kindergarten

to grade 12



	1.  School administrative unit; total cost.  For each school administrative unit, the commissioner shall annually determine the school administrative unit's total cost of education.  A school administrative unit's total cost of education must include:



A.  The school administrative unit's total cost of funding essential programs and services subject to the transition percentages described in section 15671, subsection 7, paragraph A;



I.B.  The program cost allocation as used in chapter 606; and



II.C.III.  The debt service allocation as used in chapter 606.



	2.  Member municipalities in school administrative districts or community school districts; total costs.  For each municipality that is a member of a school administrative district or community school district, the commissioner shall annually 

�

determine each municipality's total cost of education.  A municipality's total cost of education is the school administrative district's or community school district's total cost of funding times the percentage that the municipality's most recent calendar year average pupils is to the school administrative district's or community school district's most recent calendar year average pupils.



	3.  School administrative unit; contribution.  For each school administrative unit, the commissioner shall annually determine the school administrative unit's contribution in accordance with the following.



A.  The school administrative unit's contribution to the total cost of education is the lesser of:



 (1)  The total cost for each municipality as described in subsection 1 or 2; or



 (2)  The total of the full-value education mill rate derived in section 15671-A, subsection 2 multiplied by the certified state valuation for the year prior to the most recently certified state valuation for each municipality in the school administrative unit.



B.  The school administrative unit's state contribution to the total cost of education is the total cost of education calculated pursuant to subsection 1 less the school administrative unit's contribution calculated pursuant to paragraph A.



	4.  Effective date.  This section takes effect July 1, 2005.



	Sec. A-6.  Basis for funding costs of education from kindergarten to grade 12. Notwithstanding any other provision of law, beginning in fiscal year 2005-06, funding of the costs of education from kindergarten to grade 12 must be based on the cost of providing essential programs and services as described in the Maine Revised Statutes, Title 20-A, chapter 606-B.



PART B



	Sec. B-1.  30-A MRSA §5721-A is enacted to read:



§5721-A.  Municipal appropriation limitation



	The following limitations apply to a municipality's appropriations for fiscal years based on tax years beginning on or after April 1, 2005.





�	1.  Definitions.  For the purposes of this section, unless the context indicates otherwise, the following terms have the following meanings.



A.  "Exceptional circumstances" means an unforeseen condition or conditions over which the municipal governing body has little or no control and does not mean new programs or program expansions that go beyond existing program criteria and operation.



B.  "Municipal services appropriation" means the total amount of money raised and appropriated to pay for services, programs and public debt that is included in a municipality's annual budget but does not include local costs for public education from kindergarten to grade 12, assessments made to support general county government and any grant or subsidy that the municipality received from the Federal Government.



	2.  Appropriation limitation.  The total municipal services appropriation for each fiscal year of a municipality may not exceed the municipal services appropriation of the previous fiscal year multiplied by the limitation on the total General Fund appropriation described in Title 5, section 1664.



	3.  Exceptional circumstances.  The amount derived under subsection 2 may be exceeded only by the amount of additional costs or the lost revenue from the following exceptional circumstances:



A.  Unfunded or underfunded new state or federal mandates;



B.  Losses in state or federal revenues or other revenue sources, except losses in revenue under subsection 4;



C.  Citizens' initiatives or referenda that require increased municipal spending;



D.  Court orders or decrees that require additional municipal resources to comply with the orders or decrees; or



E.  Sudden or significant increases in demand for existing municipal services that are not the result of municipal legislative body actions that increase eligibility or increase benefits.



In addition, the municipal legislative body may designate exceptional circumstances that are not explicitly described in paragraphs A to E but meet the intent of this section.





�	4.  Revenue sharing deduction.  If a municipality's spending exceeds the amount derived under subsections 2 and 3 due to circumstances that are not exceptional as established in subsection 3, its share of the revenues from the Local Government Fund under section 5681 must be reduced in the following manner:



A.  The Department of Audit shall declare the amount by which the municipality has exceeded the amount derived under subsection 2 and shall determine what the property tax burden of the municipality would be without the exceeding of the amount derived under subsections 2 and 3;



B.  The Department of Audit shall report the property tax burden determination under paragraph A to the Treasurer of State; and



C.  The Treasurer of State shall use the property tax burden amount reported under paragraph B to determine the portion of the Local Government Fund to be disbursed to the municipality under section 5681, subsection 4.



	Sec. B-2.  30-A MRSA §5823, sub-§3, ¶A, as amended by PL 2003, c. 178, §5, is further amended to read:



A.  The report must contain the following items:



 (1)  A management letter, if applicable;



 (2)  A letter of transmittal;



 (3)  The independent auditor's report on the financial statements; and



 (4)  All financial statements  and all other information required by governmental accounting and financial reporting standards.; and



 (5)  A statement of:



 (a)  Whether the municipality has exceeded the amount derived under section 5721-A, subsection 2 due to circumstances that are not exceptional as established in section 5721-A, subsection 3; and



 (b)  If the amount derived under section 5721-A, subsection 2 has been exceeded as described in division (a), a calculation of the amount by which the municipality has exceeded that amount.





�	Sec. B-3.  30-A MRSA §5823, sub-§3, ¶B, as amended by PL 1997, c. 142, §2, is further amended to read:



B.  Within 30 days after the postaudit is completed, the auditor shall send to the State Auditor:



 (1)  A certified copy of the postaudit report, excluding the management letter; and



 (2)  A certified copy of the audit procedural form prescribed by the State Auditor for governmental audits.; and



 (3)  A copy of the municipality's approved official budget for the year audited.'



	Further amend the resolution in Part E in section 2 by striking out the question and inserting in its place the following:



'"Do you want to lower property taxes, without raising Maine sales and personal income taxes, by having the State pay 55% of the cost of public education and capping municipal spending to achieve significant savings at the local level?"'



	Further amend the resolution by relettering or renumbering any nonconsecutive Part letter or section number to read consecutively.





SUMMARY



	This amendment is the majority report of the committee.  It replaces Parts A to D of the resolution with 2 new Parts.  Part A of this amendment amends the Essential Programs and Services Funding Act to increase the State's share of funding public education from kindergarten to grade 12 from 50% over 5 years to 55% over 5 years.  Part A also establishes the essential programs and services model for funding education as the basis for the calculation of a full-value education mill rate expectation identifying the state and local share of the cost of providing essential programs and services beginning in fiscal year 2005-06.



	Part B establishes a cap on growth in the municipal services side of municipal budgets modeled after the budget stabilization cap for the State Government budget.  Whether a municipality has exceeded the budget cap will be determined as part of a municipality's annual postaudit.  If the budget cap has been exceeded, the municipality's share of state revenue sharing will be reduced.





�	This amendment also changes the wording of the referendum question and reletters Part E of the resolution as Part C.
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