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Impact of the Palesky Tax Cap
Methodology

Common worksheet provided to each municipality
with finance & service categories based on MMA
Annual Fiscal Survey. Each municipality then:

— property tax revenue loss based on comparison of
curren I tax commitment to tax commitment based on
10.00 mill rate applied to equalized valuation, plus voter
approved debt service

—Developed draft budget based on revenue loss

—Estimated employment and service impacts based on
budget with a cap
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Impact of the Palesky Tax Cap

Background on Municipalities Included in Study

Square

Municipality County Population| Miles Form of Gover nment School District
Alfred Y ork 2,497 28| sel ectmen/town meeting SAD 57
Bangor Penobscot 31,473 34| council/mayor/manager Municipal Department
Cdais m 3,447 40| council/mayor/manager Union 106
Gorham Cumb 14,141 50| council/manager Municipal Department
Greenville Piscataquis 1,623 44| sel ectmen/town meeting/manager  |Union 60
Mechanic Falls [Androscoggin 3,138 11| council/town meeting/manager Union 29
Jay Franklin 4,985 50| selectmen/town meeting/manager  |Municipal Department
Oakland Kennebec 5,959 26| council/town meeting/manager SAD #47
Rockland Knox 7,609 15| council/mayor/manager SAD #5
St. Agatha Aroostook 802 35| selectmen/town meeting/manager  |SAD #37

Note: Population and square miles based on 2000, U.S. Census
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Budget Background
Undesignated

Unreserved Fund

% Tax % Tax % Tax Balance as % of

2002 Full Value | Commitment- Commitment- Commitment- | Total Gen. Fund

Municipality Tax Rate Municipal School County Expend.

Alfred 10.37 44% 50% 3% 22%
Bangor 22.05 42% 93% 5% 8%
Calais 41% 50% 7% 8%
Gorham 11 24% 2% 4% 15%
Greenville 17.12 21% 70% 8% 4%
Mechanic Falls 20.85 30% 64% 5% 27%
Jay 16.91 32% 61% 5% 23%
Oakland 17.49 2% 65% 7% 24%
Rockland 21.90 44% 50% 5% 9%
St. Agatha 17.46 28% 65% 6% 5%

Note: The Government Finance Officers Association recommends a minimum of between 5% and 15% of general fund
revenues be maintained as undesignated, unreserved fund balance. Actual amounts will vary by municipality based on
cash flow, expenditure, and revenue practices and needs.
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Impact of the Palesky Tax Cap

Property Tax Revenue | mpact

Revenue Loss as %
Current Year Tax | Tax Commitment Revenue L oss of Current
M unicipality Commitment Allowed w/ Cap w/Tax Cap Commitment

Alfred $2,592,483 2,424,436 $168,047 6%
Bangor $39,282,934 20,964,794 $18,318,140 47%
Caais 416,326 1,328,586 $2,087,740 61%
Gorham 7,719,184 12,116,050 $5,603,134 32%
Greenville $3,319,428 $1,722,387 $1,597,040 48%
Mechanic Falls $2,451,786 $1,284,083 $1,167,703 48%
Jay $17,458,507 11,550,752 $5,907,755 34%
Oakland $4,987,580 3,082,620 $1,904,960 38%
Rockland $11,817,308 6,966,546 $4,850,762 41%
St. Agatha $830,440 474,013 $356,427 43%
Average L oss 40%

Note: Tax commitment allowed with cap includes tax rate of 10.00 mills applied to equalized valuation
plus allowable debt service.
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Impact of the Palesky Tax Cap

Employment I mpacts - Summary for all Ten Towns

Estimated Position Cuts under

' 2004 # of Positions (Actual) Palesky Tax Cap % Change in Positions
Total Total Total
Full Time|Part Time|(full+part)| Full Time|Part Time|(full+part)| Full Time|Part Time|(full+part)

128 78 206 -56 -39 -95 -43.8% -50.0% -46.1%|
312 262 574 -142 -94 -236 -45.5% -35.9% -41.1%
169 47 216 -67 -27 -94 -39.6% -57.4% -43.5%

12 42 -14 -6 -20 -46.7% -50.0% -47.6%
163 203 -27 -141 -168 -67.5% -86.5% -82.8%

45 57 -5 -9 -14 -41.7% -20.0%
-627]  -45.0%] -52.1%
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Impact of the Palesky Tax Cap
Service Impacts

e Cap would result in significant reductions and, in
many cases, complete elimination of services

 Significant reductions would be required in all
services including core services that Maine citizens
and businesses rely on for safety, education,
commerce, and basic day-to-day activities
Including
— Police, Fire EMS
— Road maintenance
— Waste disposal
— Code enforcement



Impact of the Palesky Tax Cap

Service Impacts

e So called “non-essential”’ services would In
most cases face complete elimination or
only be kept if they could be supported
100% on a fees basis. This includes such
items as:

— Libraries

— Parks & Trails

— Recreation

— Support for social services, outside agencies



Impact of the Palesky Tax Cap
Service Impacts

e Even in communities like Alfred, which
would lose 6% of property tax revenues,
service impacts would occur, yet these
communities have kept their tax rates low.

Alfred may have to:

— Eliminate public safety deputy hours

— Cut Fire & Rescue per diem 24 hour coverage
to at least %2

— Cut the full time road employee
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e W
of

Education Impacts

nile education impacts were not the focus
this study, several communities provided

eC

ucation details and the results are clear.

The Tax Cap would lead to:

Significant cuts in positions including teachers
Larger class sizes

Elimination of transportation and school lunch
Elimination of most or all of co-curricular
activities

School Closures
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Business Impacts

* Businesses would also be significantly
Impacted by the Tax Cap. Based on the
study, the following are some of the specific
business impacts:

— Loss of services In the areas of roads, solid
waste, and public safety

— Increased insurance costs due to reduced
public safety services

— Loss of local government contracts



Impact of the Palesky Tax Cap
Summary

* The only alternatives to avoiding the impacts of
losses would be either or both severe increases in
local fees and charges or state assumption of
responsibility for local functions.

e Both of these alternatives raise much more serious
concerns regarding fairness, impacts on economic
growth, and citizen governance than the current
system.
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