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The Joint Fiscal Office (JFO) is a nonpartisan
legislative office dedicated to producing unbiased
fiscal analysis — this presentation is meant to
provide information for legislative consideration,
not to provide policy recommendations
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Outline of talk

1. Overview of Early Care and Learning Programs

2. Incentives in the current system

a. Parents and Families
b. Public Schools
c. Private Providers

3. Options and Takeaways
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Act /3 Intent — PreK

Sec. 1. Findings, Intent, Plan

(b) Intent, plan.
(2) It is further the intent of the General Assembly to:

(vi) establish an appropriate weight for prekindergarten
students, as well as enact changes to the publicly funded
prekindergarten program that ensure costs are borne by
the appropriate funding source depending on the age of the
student and the prekindergarten education provider;
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Act /3 — Report Language

Section 45(b)
(b) On or before December 15, 2025, the Joint Fiscal Office shall submit a
report to the House Committee on Ways and Means, the Senate Committee on
Finance, and the House and Senate Committees on Education on the current
funding systems for prekindergarten education, the Child Care Financial
Assistance Program, or any other early care and learning systems. The report
shall review financial incentives in these existing early care and learning
systems. As part of the report, the Joint Fiscal Office shall provide
considerations for changing the funding streams associated with these early
care and learning systems to align with the education transformation initiatives
envisioned in this act.
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Existing Early Care and Learning Programs
in Vermont




Nationwide Access to PreK

FIGURE 7: PRESCHOOL ACCESS FOR 3-YEAR-OLDS REMAINS LOW ALMOST EVERYWHERE, LAGGING
BEHIND 4-YEAR-OLD ACCESS

FIGURE 6: ELEVEN STATES AND DC SERVE AT LEAST HALF OF 4-YEAR-OLDS IN STATE-FUNDED PRESCHOOL
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" Indiana's state-funded ECE program does not meet NIEER's definition of a state-funded preschool program because it has a parent work or education requirement for eligibilty.

Source: National Institute for Early Education Research — State of Preschool 2024 Yearbook

* According to the National Institute for Early Education Research, Vermont is 2" in the country for
access to preschool, despite ranking 13t for state S/child enrolled
* 76% of 4-year-olds are enrolled in Universal PreK
* 58% of 3-year-olds are enrolled in Universal PreK
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Existing programs

 The early care and learning system is comprised of several
core programs to support the youngest Vermonters and
their families

 Head Start (federal program)
e Child Care Financial Assistance Program (CCFAP)
e Universal Prekindergarten (UPK)

 They are interconnected and changes to one will likely impact
the other — like an ecosystem
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Head Start

 Federal program

* Comprehensive early childhood development program
designed to promote school readiness for children from low-
income families

e Serves children from birth to five years old, as well as pregnant
women and their families

e Requires a local non-federal matching funds to draw down

federal funds
* Insome instances, Head Start programs use CCFAP or UPK as their
non-federal match
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Child Care Financial Assistance Program (CCFAP)

e State program that helps families afford child care, in the form of
subsidy payments made to providers based on a family’s income
and the number of children in the family

* Not just for early education providers

* Provides subsides for children age 0 to 13
e Upto 17 if the child has a disability

e Utilizes both State and federal funds
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CCFAP eligibility

Families up to 575% of FPL can
qualify for a State subsidy

 For example, as for March 23, 2025, a
family of 4 at 575% of FPL would have
an annual income of $184,860

* Note, FPL is dependent on family size,
up to a family of 6 or more

 CCFAP Income guidelines: link

 The family share for a family at 575%
of FPL is $425 per week, or $22,100

State of Vermont, Department of Children and Families, Child Development Division

Child Care Financial Assistance Income Guidelines
Effective March 23, 2025

Family Size of 4

Gross Monthly Federal

Weekly

Income Poverty Level Family Share
$4,019 150% S0
54,689 175% S0
$5,358 200% S50
$6,028 225% $75
56,698 250% $100
$7,368 275% $125
$8,038 300% $150
$8,707 325% $175
$9,377 350% $200
$10,047 375% $225
$10,717 400% $250
$11,386 425% $275
$12,056 450% $300
$12,726 475% $325
$13,396 500% $350
$14,066 525% $375
$14,735 550% $400
$15,405 575% $425

1 Baldwin Street ® Montpelier, VT 05633-5701 e (802) 828-2295 e https://ljfo.vermont.gov

11



Universal Prekindergarten (UPK)

e All districts are required to provide access to publicly-funded PreK
education to families that can secure a slot at a qualified program
* For a minimum of 10 hours per week for 35 weeks per year
* For 3-,4-, and 5-year-olds not yet enrolled in kindergarten

« UPK may be provided in a qualified public or private program

e If a district does not offer a PreK program or if a parent chooses to enroll
in a different qualified program (public or private) the district must pay
the statewide UPK tuition rate to the selected program
* The payment is part of a district’s Education Spending
* The operations of a public program are part of a district’s Education Spending
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Like Head Start, Other Programs can Receive
Both UPK and CCFAP

* A qualified program can receive both UPK funds to operate the PreK
program and CCFAP to support the remaining costs of care

 There are school districts that operate full day programs that receive
CCFAP to help defer the costs of operating a full or part-time
program for qualifying families
 This would be off-setting revenue for the purposes of calculating local
education spending
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Number of Children Enrolled

* 3-and 4-year-old children in Vermont: 11,013
e Per July estimates from the U.S. Census in 2024

 UPK Average Daily Membership (ADM) in fiscal year 2025: 7,528
 Number of 3-, 4-, and 5-year-olds not yet enrolled in kindergarten, per
the Agency of Education (AOE)

e CCFAP enrollment: 4,745
 The number of preschool age children (36 months until kindergarten
enrollment) per the Department for Children and Families (DCF) as of
September 2025
e Head Start enrollment: 1,249
e 2024 per the Office of Head Start

Disclaimer — the way that kids are counted varies depending on the data collection.
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Reviewing and Assessing Program
Incentives
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Act /3 — Report Language

Section 45(b)
(b) On or before December 15, 2025, the Joint Fiscal Office shall submit a
report to the House Committee on Ways and Means, the Senate Committee on
Finance, and the House and Senate Committees on Education on the current
funding systems for prekindergarten education, the Child Care Financial
Assistance Program, or any other early care and learning systems. The report
shall review financial incentives in these existing early care and learning
systems. As part of the report, the Joint Fiscal Office shall provide
considerations for changing the funding streams associated with these early
care and learning systems to align with the education transformation initiatives
envisioned in this act.
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Disclaimer on Incentives

 The incentives we discuss are likely not exhaustive and there are probably
circumstances that we didn’t consider

 The incentives may cause a group to behave and interact with the system
in a certain way

 There may be circumstances that we discuss, but we don’t have any way of
knowing if entities have actually behaved in the way described

 There are a lot of Vermonters enrolled in and utilizing the existing
programs, and policymakers should understand the outcomes of the
system
* JFOis not the expert on outcomes, how families and providers have been impacted

by the changes in CCFAP adopted in Act 76 or what additional education outcomes
have been achieved do to UPK
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Disclaimer on Incentives
(continued)

* Incentives presented are both general and academic
e Act 73 required JFO to report on the “financial incentives” in the early care
and learning system
* However, there other incentives that aren’t financial
* Note, Special Education for this population was not analyzed
* General: families and early care and learning providers work together to find
the right setting and cost of care
 All providers want to meet the needs of families and the broader community

» Theoretical: at the margins, sometimes programs don’t always benefit
families

* Not just a CCFAP/Universal PreK interaction — found throughout government policy (e.g.,
various benefit cliffs)

* Not likely impacting many families
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Financial Incentives for Parents and Families
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Parents, Caregivers, Families

When families are determining how to interact with and utilize the

early care and learning system, they must consider many factors,
such as:

Supporting their children’s healthy development and learning
Income; impacts CCFAP eligibility and ability to pay

Tuition and location of a child care provider

The number of kids they have

Hours of care they qualify for/need

Disability status and the need for wrap around services; and
Personal preferences
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Parents, Caregivers, Families: CCFAP

 The incentive to enroll in CCFAP depends on the total family
share as compared to the tuition charged by the provider

* If the family share is $375 per week and the center charges less
than S375 per week, then the family does not have an incentive
to enroll in CCFAP

* Providers are not required to collect the full family share
and may work with families to develop a financial
arrangement that works for them
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Parents, Caregivers, Families:
Intersection of UPK and CCFAP — Hours

CCFAP eligibility is based on DCF’s Child Development Division (CDD)
determining how many hours a family hours of child care a family
needs:

e Part-time=1-25hours

 Full-time =25-50 hours

 Extended care =50+

 The subsidy a family receives is based on the number hours eligible

If a family is enrolled in UPK, CDD reduces the number of hours the
family “needs” for purposes of CCFAP eligibility
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Parents, Caregivers, Families:
Intersection of UPK and CCFAP — Hours

* If enrollment in UPK results in hours needed shifting from full-time
care to part-time care, the subsidy that a family receives is reduced

e |f afamilyis enrolled in a program for 35 hours a week and UPK, when
CCFAP eligibility is calculated the family will only qualify for a part-time
certificate (35— 10 = 25 hours)

 Depending on the program, the family may need pay their family share plus
the difference between full time tuition and the part-time subsidy (which
may be reduced by UPK tuition)

 The family may not have an incentive to enroll in UPK if it results in
losing qualification for full-time care

https://ljfo.vermont.gov
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Recap; Financial Incentives for Families

Families have a lot to consider when they interact with the early
care and learning system

Families earning up to 575% for FPL can qualify for a State subsidy

Families consider their out-pocket-costs for child care tuition as it
compares to the family share they would be charged based on
income

CCFAP benefit is based on the number of hours a family needs

e (CDD accounts for UPK hours when it calculates the number of hours a
family needs
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School District Financial Incentives for UPK
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School District Financial Incentives for UPK

A school district is required to offer UPK to parents that can secure a
slot at a prequalified program

 This can be provided by a district in-house or by paying the UPK tuition rate
for a student attending a prequalified program elsewhere

e Parents choose where their children attend UPK

Under Act 73, different financial incentives may arise around UPK

 Some districts may be incentivized to only provide UPK tuition

e Other districts may have an incentive to operate a program and receive
students from surrounding districts

From a fiscal standpoint, different districts have different incentives
around UPK delivery
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Who Pays for UPK?

e Ultimately, the cost of UPK is borne by the Education Fund
through district budgets:

If a child is enrolled in a UPK program in a public school the cost
to operate the program, is part of the district’s general budget

If the child is enrolled in a UPK program at another provider:

* The child’s sending district pays a fixed amount which covers 10 hours a week
for 35 weeks — for the 2025/2026 school year the tuition rate is $3,982

* Note, the prequalified provider could be a public school outside of the child’s
home district
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Education Finance Key Definitions/Concepts

. Long -Term Weighted Average Daily Membership (LTWADM)

A district’s two-year average student membership, after applying all applicable
student weights

* Under the current system, LTWADM is used to determine a district’s taxing
capacity

 Under Act 73, LTWADM is used to determine a district’s Educational Opportunity
Payment (EOP)
. Tax Capacity Weights

Under current law, weights (including PreK) do not directly correspond with
funding amounts

* Instead, they increase a district’s taxing capacity

* Essentially, with all else held equal, an increase in a district’s taxing capacity will
lower its homestead property tax rate

Note, further information on pre-Act 73 weights and tax capacity: https://lifo.vermont.gov/assets/Subjects/Issue-
Briefs-Related-to-Education-Finance/8e94aa83db/GENERAL-371568-v3-Understanding Pupil Weights-v3.pdf
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Current UPK Weight

 Under both current law and Act 73, the PreK weight is -0.54

For each student enrolled at a district under UPK, regardless of where they
attend, the district will receive an additional 0.46 in their LTWADM count

A UPK student can also receive other weights (for example, economic
disadvantage)
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School Districts — Current Financial Incentives for UPK

e Currently, the fiscal impact of UPK varies by district
e Asdistricts make different decisions on providing UPK, their overall
Education Spending changes

* Under the current system, LTWADM determines a district’s taxing
capacity
 With Vermont's tax capacity weights, PreK weights do not directly
correspond with funding amounts

 Due to differing district Education Spending, fiscal incentives vary
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School Districts — Act 73 Financial Incentives for UPK

 Under Act 73, PreK weights do correspond with funding amounts

e Contingently effective, Act 73 will use a district’s LTWADM to
determine a district’s EOP
e EOP includes PreK students and their weights

* Act 73’s base amount per PreK LTWADM (in fiscal year 2025 dollars)
is $6,915
* In fiscal year 2025, the UPK tuition rate was $3,884

* Assuming no changes, this would leave $3,031 in funding after accounting
for the tuition

* Any additional weights a student receives will increase this difference

32
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School Districts — Act 73 Financial Incentives for UPK

e With the remaining PreK funding (and assuming no changes to either the
PreK weight or to UPK), a district may be incentivized to only tuition PreK

students
* Asdiscussed later, districts may have non-financial incentives to operate an in-house
program

 Some districts may financially benefit from offering an in-house program
 This may be especially true for districts that receive many pupils from outside their district

* Aside from funding, a district will consider capacity and logistics when
making decisions around PreK*

* The decision to offer or expand a PreK program will be greatly impacted by existing (or lack
thereof) infrastructure suitable for PreK classrooms

*Note, many non-financial incentives exist aside from financial ones for PreK offerings; these are discussed on the next slide
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School Districts — Non-Financial Incentives for UPK

 The decision to offer PreK programs in-house is impacted by many
non-financial considerations

e Adistrict may offer UPK in-house to provide enhanced service to their
community

 Adistrict may also offer PreK due to a lack of providers within or near the
district

e Adistrict may not offer a UPK in-house because it doesn’t have the physical
space to accommodate an additional class

e As each district and their community is unique, the decision to
provide PreK in-house or via tuition, and the reasoning around that
decision, will differ across the state
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Other Things Districts Consider

School districts consider what types of PreK programs work best for

their communities

Districts consider whether other providers are meeting the needs of
community, whether they can leverage existing infrastructure, etc.

They consider interaction between additional pupil counts and the cost of
running a program

They consider generating revenue for extended programs, by contracting
with private providers for afterschool care or receiving CCFAP to offset costs
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Public UPK Program Examples

* Schools have responded to these incentives in different ways and
operate different PreK programs
* St. Johnsbury SD

» Offers full-day public school program for 4 —year-olds, but parents can send children
elsewhere

* 3-year-olds can only receive tuition to other providers

e Rutland City

e Tuitions all students

* Bennington-Rutland SU
* Different offerings per school and school district

e Currently, statewide data on PreK offerings by school district are not
available at this time
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Incentives for Private Providers
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Private Providers — Selected Incentives

* Differences in revenue per classroom at licensed centers

* UPK payments and family demographics

 Relative value of UPK payment compared to program cost

* These do not reflect the full set of incentives faced by providers
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Private Providers — Different Revenue Per Classroom

* At licensed centers, different ages have different staffing requirements

* Teacher/student ratios are as follows:
* Infants - 1:4, maximum classroom size of 8
* Toddlers —1:5, maximum classroom size of 10
* Preschoolers 1:10 — maximum classroom size of 20

Infants | Toddlers PreK
Maximum Number of Children Per Classroom 8 10 20
State Full-time CCFAP Payment Per Child Per Week $471 $443 $439
Total Revenue Per Classroom Per Year $173,472 $230,360 | $456,560

» Although CCFAP State rates (and the market) adjust for these differences, they do not fully
equalize the maximum revenue that programs can receive for different age groups
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Current Model Difference between Annual CCFAP Subsidy and
Cost of Care by Program Type and Size

Infant Toddler

$12,000
$9,173

$7,717
$8,000 $6,825
$5,629
$4,000
$188
$0
-$2,664 '$"833

-$4,000 -$3373

-$5,891
-$8,000

Preschool School-Age

$10,369
$10,015

$8,988
$7,509
$5,473 I

$5,346
$4,584

$2,446
$888.

$5,780

m SmallFCCH m LargeFCCH mSmall Center m Medium Center Large Center

Source: First Children’s Finance - Vermont Cost Modeling Report EBO

Differences in revenue mean that it is not economically viable to serve infants at licensed centers
These dynamics are only present in licensed centers since Family Child Care Homes can serve multiple
age groups with the same staff
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Private Providers — UPK Payments and Family
Demographics

* UPK payments benefit a program differently depending on family
demographics

* If providers collect the full amount of the estimated family share and
the family has a CCFAP certificate for full-time care and one child,

then:
* 100% of care provided through CCFAP: State rate + UPK

OR
* Family share greater than UPK weekly payment (Family share >= $125): State
rate, but family costs are reduced

41
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Private Providers — UPK Payments and Family
Demographics

Payment Type

Blended Program $439 Tuition/Week
Tuition/Week Estimated Family $300
Estimated Family $0 Share Before UPK
Share Before UPK UPK Tuition Per Week $114
UPK Tuition Per $114
Week Estimated Family Share 5186
CCEAP Payment Per $439 After UPK
Week CCEAP Payment Per $139
Center receives $114 + $439 = $553 Week

Center Receives $114 + $186 + $139

= $439
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Private Providers — UPK Payments and Family
Demographics

* UPK has a few different requirements, including:

e Hiring a teacher with an Early Childhood Education or Early Childhood Special

Education endorsement from AOE
e Conducting surveys of student progress
* Holding family engagement events

* Both private and public providers have challenges finding qualified
teaching staff

e Requires additional staff capacity to manage surveys, billing, etc.

e For some providers, the relative value of the payment may not be
worth the additional costs
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Options for Next Steps
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Disclaimer on Options — Goals

e First, what is the overall goal of the early care and learning system in
Vermont? What does the General Assembly want to prioritize going
forward?

* Workforce development and support?

* Kindergarten readiness?

* Increasing participation the public school system?
e Reducing costs on the Education Fund?

e Other?

* Determining goals will clarify options
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Options

* Focus primarily on the Universal PreK weight and make limited changes if
desired

* While there may need to be policy work to align Universal PreK with the foundation
formula, the system could operate largely unaltered until education transformation
has been further realized, and the new state of public education is established

e Take a more comprehensive approach and evaluate programs and
funding streams in-depth

* Itisimportant to note that more comprehensive changes would likely introduce new
incentives within the early care and learning policy ecosystem

e Anything in between

* The General Assembly could make minor changes, address some incentives, or focus
its policy work on any number of facets of the early care and learning system

46
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Options

e Option 1: Adopt a “money follows the student” policy similar to the
tuition policy for independent schools

* Option 2: Prorate UPK weights based on the number of hours
provided, where schools’ LTWADM PreK count is based on the
number of UPK hours provided either in school or by private
providers

* Option 3: Change how UPK is counted when calculating CCFAP

reimbursement
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Takeaways

* The entire system is interconnected — it’s hard to make changes to
one aspect without impacting everything else
e Head Start programs use both CCFAP and UPK funding

* Increases or decreases in UPK hours impact benefits received through CCFAP
without making changes to that program

e Data are limited — hard to make informed choices

* Viewed nationally, the program is a success in terms of access and
outcomes
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