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Fiscal Year 2025 Appropriations by Area of Government – $8.7 Billion 
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Key Takeaways

• The December 1 Letter is the starting point for property tax and 
education finance discussions – it is in no way final

• Education Fund revenues and expenditures are interconnected
• The Education Fund is a statewide fund; all spending decisions affect 

the entire system

• The General Assembly works throughout the session to set the 
yields and property tax rates to fully fund the Education Fund
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A Few Notes

• This presentation does not cover federal funding 

• This presentation provides a high-level look at education finance in 
Vermont
• Please refer to the resources at the end of this presentation for a more 

comprehensive overview

• The Joint Fiscal Office is nonpartisan – this presentation provides 
neither policy recommendations nor evaluations
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December 1 Letter
Setting the stage for education finance discussions at the local and State levels
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Purpose and ContextPurpose and ContextPurpose and ContextPurpose and Context

• Helps school boards 
understand the general tax 
implications of their budgets

• Forecasts potential tax rates, 
average tax bill changes, and 
Education Fund parameters 
based on statutory modeling 
parameters 
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School boards begin 
preparing school district 

budgets

December 1

• Commissioner of Taxes 
publishes the 
December 1 Letter, 
forecasting rates for the 
next fiscal year

School boards continue 
preparing school district 
budgets and warn 
budgets for voters

• Decisions are informed 
by December 1 Letter

March (usually at town 
meeting)

• Vermonters vote on 
school district budgets

General Assembly sets 
property taxes at the 

estimated level 
necessary to fund all

voter-approved school 
budgets (Yield Bill)

On or before June 30

• Department of Taxes 
sets the spending-
adjusted homestead tax 
rate for each town

Late summer or early fall

• Towns administer 
education property 
taxes

• Taxpayers pay 
education property 
taxes

• School districts 
implement budgets

Education Finance TimelineEducation Finance TimelineEducation Finance TimelineEducation Finance Timeline



What the December 1 Letter Tells UsWhat the December 1 Letter Tells UsWhat the December 1 Letter Tells UsWhat the December 1 Letter Tells Us

• Provides preliminary projections for growth in education expenditures, pupil 
counts, and the grand list

• Based on these projections, provides an estimate of property tax rates and 
average bill growth for the coming fiscal year
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What the December 1 Letter Doesn’t Tell UsWhat the December 1 Letter Doesn’t Tell UsWhat the December 1 Letter Doesn’t Tell UsWhat the December 1 Letter Doesn’t Tell Us

• It does not present final data for the coming fiscal year

• It does not present:
• Final property tax rates or property tax bill growth

• Final education expenditures or appropriations

• Final education revenues

• While it provides preliminary projections, final numbers depend on 
local and State decisions
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Vermont’s Unique Education Finance 
System
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Vermont’s Education Finance SystemVermont’s Education Finance SystemVermont’s Education Finance SystemVermont’s Education Finance System
Couples Local and State DecisionsCouples Local and State DecisionsCouples Local and State DecisionsCouples Local and State Decisions
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• Expenditures are determined at the local and State 
level

• Property tax rates are then set to fully fund those 
expenditures

• All education property taxes are dedicated to the 
statewide Education Fund



Education Expenditures
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• Annually, local and State decisions determine total expenditures from the 
Education Fund

• Local decisions:
• School districts build budgets that must be approved by voters

• State decisions:
• Certain appropriations and categorical aid

• Policies that impact local budgets

The Education Fund is the Total Cost of Public The Education Fund is the Total Cost of Public The Education Fund is the Total Cost of Public The Education Fund is the Total Cost of Public 
Education in VermontEducation in VermontEducation in VermontEducation in Vermont
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Local spending decisions State spending decisions Total expenditures from the 

Education Fund 



Fiscal Year 2026 Education Fund Expenditures are Fiscal Year 2026 Education Fund Expenditures are Fiscal Year 2026 Education Fund Expenditures are Fiscal Year 2026 Education Fund Expenditures are 
Forecasted at Approximately $2.4 BillionForecasted at Approximately $2.4 BillionForecasted at Approximately $2.4 BillionForecasted at Approximately $2.4 Billion
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Forecasted FY 2026 

(As forecasted in December 1 Letter)

Appropriations

Expenditure

(millions) Percent of Education Fund
1 Education Payment $ 1,996 82%
2 Special Education Aid $ 271 11%
3 VT Teacher Pension Normal Cost $ 38 2%
4 Transportation Aid $ 26 1%
5 VT Teacher Retirement Other Post Employment Benefits Normal Cost $ 22 1%
6 Technical Education Aid $ 19 1%
7 Universal School Meals $ 19 1%
8 State-placed Students $ 17 1%
9 Flexible Pathways $ 10 0%
10 Essential Early Education Aid $ 9 0%
11 English Learners Services $ 2 0%
12 Merger Support $ 2 0%
13 Other Uses $ 5 0%
14 Total Uses $ 2,437 100%

Note: numbers may not sum due to rounding



Fiscal Year 2026 Education Fund Expenditures are Fiscal Year 2026 Education Fund Expenditures are Fiscal Year 2026 Education Fund Expenditures are Fiscal Year 2026 Education Fund Expenditures are 
Forecasted at Approximately $2.4 BillionForecasted at Approximately $2.4 BillionForecasted at Approximately $2.4 BillionForecasted at Approximately $2.4 Billion
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Education Payment

82%

Special Education Aid

11%

FY2026 Appropriations as Forecasted in the December 1 Letter

Education Payment

Special Education Aid

 VT Teacher Pension Normal Cost

Transportation Aid

 VT Teacher Retirement Other Post Employment Benefits

Normal Cost
Technical Education Aid

Universal School Meals

State-Placed Students

Flexible Pathways

Essential Early Education Aid

English Learners Services

Small School Support/Merger Support

Other Uses



Per (Weighted) Pupil SpendingPer (Weighted) Pupil SpendingPer (Weighted) Pupil SpendingPer (Weighted) Pupil Spending

• Defined in statute and calculated by 
dividing a district’s education spending 
by its weighted pupils

• Reflects local spending differences

• Impacts local property tax rates
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Note: for the current 2024-2025 school year (FY25), the range of per (weighted) pupil spending among districts that operate at least one school is $10,135 to $18,270.



Education Funding
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The Education Fund Has Multiple Revenue The Education Fund Has Multiple Revenue The Education Fund Has Multiple Revenue The Education Fund Has Multiple Revenue 
SourcesSourcesSourcesSources
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• Education expenditures determine revenue needs 
of the Education Fund 

• The Education Fund is supported by two revenue 
categories:

a. Property tax revenues
b. Non-property tax revenues Net Homestead 

Education 

Property Tax

27%

Nonhomestead 

Education 

Property Tax

39%

Sales & Use Tax

26%

FY26 Education Fund Projected Revenues

FY26 Education Fund Projected Revenues

Forecasted $

(millions)

Forecasted Percent of 

Education Fund 

Revenues

1 Net Homestead Education Property Tax $ 656 27%

2 Nonhomestead Education Property Tax $ 948 39%

3 Sales & Use Tax $ 623 26%
4 Purchase & Use Tax – 1/3 of total $ 51 2%
5 Meals & Rooms Tax – 1/4 of total $ 76 3%
6 Lottery Transfer $ 37 2%
7 Medicaid Transfer $ 9 0%
8 Other Sources $ 8 0%
9 Total Sources $ 2,408 100%

Note: Numbers may not sum due to rounding



Property tax revenues

Annual Property Tax Rates Are Set to Fully Fund Annual Property Tax Rates Are Set to Fully Fund Annual Property Tax Rates Are Set to Fully Fund Annual Property Tax Rates Are Set to Fully Fund 
Vermont’s Education SystemVermont’s Education SystemVermont’s Education SystemVermont’s Education System

• Education property tax 
rates are set each year to 
raise sufficient revenues to 
balance the Education 
Fund
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Statewide Education Fund 

Non-property 

revenues



Types of Property TaxesTypes of Property TaxesTypes of Property TaxesTypes of Property Taxes

• There are two types of education property taxes:
• Homestead: principal dwelling and surrounding 

acreage

• Nonhomestead: all other taxable properties 

• Homestead tax rates are proportional to district 
per pupil spending decisions and are income 
sensitized

• The General Assembly sets the “yields” to calculate 
these rates

• The nonhomestead property tax rate is uniform 
across the state
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Property Tax Rates Are Set by the General AssemblyProperty Tax Rates Are Set by the General AssemblyProperty Tax Rates Are Set by the General AssemblyProperty Tax Rates Are Set by the General Assembly

• The proportion that should be 
raised from homestead and 
nonhomestead property is a 
policy decision

• This is done annually in the “Yield 
Bill”
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Non-property 

revenues

Nonhomestead

property taxes

Homestead 

property taxes

Statewide Education Fund 



Final ThoughtsFinal ThoughtsFinal ThoughtsFinal Thoughts

23

• The December 1 Letter is the starting point for property tax 
and education finance discussions – it is in no way final

• Education Fund revenues and expenditures are 
interconnected
• The Education Fund is a statewide fund; all spending decisions 

affect the entire system

• The General Assembly works throughout the session to set 
the yields and property tax rates to fully fund the Education 
Fund



Resources

• JFO – Education Resources
• https://ljfo.vermont.gov/subjects/education

• JFO – Education Finance 101 Resources
• https://ljfo.vermont.gov/subjects/education/education-finance-101

• Agency of Education – Data & Reporting
• https://education.vermont.gov/data-and-reporting

• Department of Taxes – Education Property Taxes
• https://tax.vermont.gov/property/education-property-tax-rates#year

• Department of Taxes – Property Owners
• https://tax.vermont.gov/property-owners
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Questions?
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