7. MUNICIPAL FINANCES

Historical Valuations and Taxes

Both the Town of Dedham and the State of Maine compute valuations for the Town (“valuation” in this context is the sum total of the value of all properties in Town).  The State compiles and adjusts its figures to reflect actual property transactions, and hence market values. Dedham’s valuations will reflect market value only in those years in which the Town conducts a revaluation and adjusts values to reflect market conditions. State valuation figures for any given year are two years old, and thus do not reflect recent changes in overall property values. State law requires that when a municipality’s valuation drops below 70% of the State valuation, a revaluation must be undertaken.

Table 1 provides a summary of Dedham’s State valuation, municipal valuation, the tax assessment and tax rate for the years 1996 through 2006, as reflected in municipal valuations prepared by the State Bureau of Taxation and in municipal valuation returns. During the period 1996 through 2006, Dedham’s municipal valuation rose from $82.8 million to $176.4 million, or 113%.  A high valuation does not necessarily mean that taxes are high.  A community with a high valuation can raise a given sum of money with a relatively low tax rate, whereas a community with a low valuation can raise the same amount of money only with a higher tax rate. 
	Table 1

Historical Valuation And Taxes


	
	State

Valuation 
	Municipal Valuation 
	Dedham Tax Assessment 
	Tax

Rate

	1996
	$91,450,000
	$82,836,640
	$1,189,445
	.01436

	1997
	$91,900,000
	$84,521,190
	$1,216,691
	.01440

	1998
	$95,600,000
	$83,031,640
	$1,207,464
	.01454

	1999
	$97,600,000
	$84,750,840
	$1,272,927
	.01502

	2000
	$103,300,000
	$87,453,640
	$1,386,641
	.01560

	2001
	$105,700,000
	$90,157,400
	$1,633,904
	.01800

	2002
	$112,700,000
	$93,123,600
	$1,774,387
	.01930

	2003
	$128,050,000
	$97,309,261
	$1,928,097
	.01981

	2004
	$149,750,000
	$171,393,250
	$2,091,230
	.01220

	2005
	$166,300,000
	$174,185,745
	$2,150,108
	.01234

	2006
	$176,550,000
	$176,436,465
	$2,405,264
	.01350


Source: Municipal Valuation Returns Statistical Summary, 1996-2006, State Bureau of Taxation
Valuation Comparisons

State valuation comparisons and full value per capita valuations are two measures of a community’s wealth relative to other communities.  Table 2 contains a summary of State valuations and per capita valuations for Dedham and a number of comparison communities.  Dedham’s 2006 State valuation ($176.6 million) is lower than that of all comparison jurisdictions. However, Town’s has a higher per capita valuation ($118,173) than all of the jurisdictions shown in the table except Hancock County ($189,302). Dedham’s relatively high per capita valuation probably reflects the large number of lakefront homes in the community and the fact that seasonal residents are not included in the calculation. 
In terms of property taxes levied on a per capita basis, the figure for Dedham ($1,610) is more than that of any jurisdiction shown in the table except Hancock County. This figure is somewhat misleading in Dedham’s case because taxes aren’t limited to year-round residents; the seasonal population also pays taxes but are not included in the calculation. Virtually all of Dedham’s valuation comes from its residential tax base.
	Table 2

Comparative Valuation Figures 

	
	2006

Population

Estimates
	2006 State Valuation 
	Full Value Per Capita 
	2006 Commitment
	Local Taxes/

Capita

	Dedham
	1,494
	$176,550,000
	$118,173
	$2,405,264
	$1,610

	Bangor
	31,008
	$2,063,300,000
	$66,541
	$41,829,197
	$1,349

	Brewer
	9,078
	$623,450,000
	$68,677
	$12,411,178
	$1,367

	Ellsworth
	7,075
	$781,650,000
	$110,481
	$11,248,235
	$1,590

	Holden
	2,944
	$208,100,000
	$70,686
	$2,764,212
	$939

	Hancock Co.
	53,797
	$10,183,900,000
	$189,302
	$97,540,950
	$1,813

	Maine
	1,321,574
	$131,006,400,000
	$99,129
	$1,791,109,664
	$1,355


Source: Municipal Valuation Returns Statistical Summary, 2006, State Bureau of Taxation and

U.S. Census, 2006 Population Estimates

Town Revenues and Expenditures

Table 3 on the next page contains a summary of Town revenues and expenditures for the period FY 2002/2003 through FY 2006/2007.  The information contained in these tables is taken from the Town’s annual audits.  As shown in Table 3, there has been a gradual growth in most revenue and expenditure categories.  
Property taxes are the largest single source of municipal revenues, amounting to 49% of all revenues in FY 2006/2007.
Education is by far the largest expenditure category, amounting to 68% of all expenditures in FY 2006/2007 (the figure for Lucerne was 73.8% for the same year). 
	Table 3
Municipal Revenues and Expenses – 2002/03 to 2006/07

Year Ending June 30



	
	2002/2003
	2003/2004
	2004/2005
	2005/2006
	2006/07
	Change

02/03-06/07

	Revenues
	
	
	
	
	
	

	Property taxes
	$985,973
	$1,098,490
	$1,165,414
	$1,227,338
	$1,396,336
	42%

	Intergovernmental
	866,331
	948,550
	988,522
	1,000,069
	1,122537
	30%

	Excise Taxes
	159,598
	175,427
	189,359
	195,954
	187,001
	17%

	Interest/Costs -  Taxes 
	8,684
	11,251
	7,908
	7,168
	9,752
	12%

	Investment Income
	9,737
	8,450
	16,465
	35,765
	90,323
	828%

	Rental/Lease Income
	17,100
	14,300
	14,300
	14,300
	7,500
	-56%

	Fees for Services
	21,145
	19,194
	21,753
	27,292
	28,365
	34%

	Miscellaneous Income
	11,760
	18,847
	13,444
	18,407
	31,664
	169%

	Total Revenues
	2,080,328
	2,294,509
	2,417,165
	2,526,293
	$2,873,478
	38%


	
	2002/2003
	2003/2004
	2004/2005
	2005/2006
	2006/07
	Change

02/03-06/07

	Expenditures
	
	
	
	
	
	

	General Government
	$159,981
	$189,541
	$202,323
	$199,383
	$244,928
	152%

	Protection
	44,054
	49,918
	64,087
	47,809
	56,306
	28%

	Public Works
	160,110
	188,385
	129,922
	169,353
	217,779
	36%

	Sanitation
	55,281
	62,011
	61,967
	63,323
	65,274
	18%

	Culture and Recreation
	5,019
	5,599
	6,437
	6,700
	7,104
	42%

	Welfare
	922
	

0
	           0
	269
	966
	5%

	Debt Service
	87,806
	84,523
	11,352
	160,887
	186,423
	112%

	County Tax
	75,824
	85,519
	96,698
	96,000
	86,847
	15%

	Education Allocation
	1,451,876
	1,564,387
	1,638,749
	1,669,143
	1,877,067
	29%

	Total Expenditures
	2,040,873
	2,229,883
	2,211,535
	2,412,867
	$2,742,694
	34%


	
	2002/2003
	2003/2004
	2004/2005
	2005/2006
	2006/07
	

	Other Financing Sources (uses)
	
	
	
	
	
	

	Sale of Assets
	$755
	$2,065
	$0
	$39
	$5,012
	

	Transfers Out 

Capital Reserve Funding
	(37,000)
	(16,000)
	(63,500)
	(36,500)
	
	

	Revaluation Reserve
	10,000
	0
	0
	0
	(36,500)
	

	Special Revenue Fund
	0
	0
	(2,125)
	(5,122)
	(3,489)
	

	School department paving
	0
	0
	(50,000)
	(15,000)
	0
	

	Transfers In

Capital Reserve Funding
	

0
	

22,522
	45,709
	0


	0
	

	Net Other Sources (uses)
	(26,245)
	8,587
	(69,916)
	(56,583)
	(34,977)
	


Financial Relationship between Dedham and Lucerne

A review of Dedham’s finances reveals only part of the financial picture because Dedham collects taxes for both Dedham and Lucerne, but each jurisdiction has its own budget. Lucerne’s charter contains provisions that tie together the finances of the two jurisdictions. It specifies that:

· Dedham shall pay the operating costs of the Lucerne Fire Department and shall include these costs in the same budget and the same town warrant as the request for funds for the Dedham Fire Department.

· Lucerne shall not be liable to build school houses or to maintain schools for children or transport any children within its territory or to otherwise provide for the education of children in the territory of the village.

· Lucerne shall pay annually, in monthly installments, to Dedham a portion of the net Dedham municipal service appropriations for the ensuing year. “Net municipal service appropriations” consist of all appropriations approved at the Dedham town meeting, exclusive of the education budget and the Hancock County tax, less all anticipated non-education revenues and transfers from surplus. Net municipal service appropriations include the operating costs of the Lucerne Fire Department.

· Lucerne shall also pay annually, in monthly installments, as the corporation’s full share of education expenses, the percentage of the net Dedham education budget for the ensuing year equal to the most recent year’s ratio of state real estate tax valuations of the village corporation territory as compared to the Dedham total state valuations.

· Hancock County taxes shall also be apportioned between Dedham on the same basis of respective valuations noted immediately above (Lucerne to pay Dedham for Lucerne’s fractional share; Dedham to make payment to the County).

· Dedham shall make monthly payments to Lucerne for excise taxes collected from inhabitants of Lucerne.

· The tax assessors and the tax collector of Lucerne shall be the assessors and tax collector of Dedham.

Currently, Lucerne pays 29% of Dedham’s operating costs (after non-tax income which, for the current fiscal year, is just over $511,700). For the current year, Lucerne will pay a total of $122,668.19. Some of this money goes towards roads. Lucerne refers to this payment, which is divided into 12 monthly amounts, as Municipal under their Governmental Expenditures. 
Table 4 displays a budget breakdown for Dedham and Lucerne for FY 2008. The chart that follows shows how taxes are collected and allocated between Dedham and Lucerne.
Debt

In 2005, the Town of Dedham was issued a general obligation bond for $750,000 to fund the road improvement plan. As documented in the 2006 audit, draw-downs from the bond amounting to $597,399.61 have been made to fund roadwork. On June 30, 2006, the Town made its first payment on the bond of $150,000 ($133,565.01 principal; $16,434.99 interest), leaving a balance of $463,834.60. 
	Table 4
Town of Dedham and Lucerne-in-Maine Village Corporation

FY 2008 Expense Budgets



	Item
	Dedham Budget
	Lucerne Budget

	1.  Salaries and Benefits
	$170,920.00
	$39,450.00

	2.  Office and Computer Expenses
	0
	$6,800.00

	3.  Planning Board
	$3,500.00
	$400.00

	4.  General Administration
	$24,000.00
	$8,650.00

	5.  Audit
	$7,000.00
	$4,500.00

	6.  Legal Expenses
	0
	$15,000.00

	7.  Assessing and Valuation
	$17,850.00
	0

	8.  Town Office Improvements/Operations
	$24,800.00
	0

	9.  Fire Department Emergency Prep.
	$54,000.00
	$19,250.00

	10. Animal Control (Not Salary)
	$500.00
	0

	11. Insurances
	$11,400.00
	$8,278.00

	12. Roads and Bridges
	$221,200.00
	$156,000.00

	13. Cemetery Care and Maintenance
	$5,200.00
	0

	14. Solid Waste Management
	$70,881.00
	$54,945.00

	15. Charitable Organizations
	$1,400.00
	0

	16. Joint & Community Recreation Program
	$6,560.00
	0

	17. General Assistance Program
	$4,000.00
	0

	18. Reserve Accounts
	$35,500.00
	$5,000.00

	19. Debt Service
	$183,500.00
	0

	20. County Tax
	$51,700.61
	$38,057.39

	21. Kiski Lot
	$24,000.00
	$24,000.00

	22. Comprehensive Plan
	$10,000.00
	$10,000.00

	23. Education
	$1,098,293.18
	$808,465.82

	24. Municipal Operations
	0
	$112,650.00

	25. Total
	$2,026,204.79
	$1,311,446.21


Note:

County Tax and Education (20 and 23) are divided by the percentage of total valuation. For FY 2008, Lucerne residents are paying 42.40% and Dedham residents are paying 57.6%.

Municipal Operations (24) is 29% of Dedham’s operating costs after non-tax income. This amount fluctuates yearly. The 29% was based on a agreement between the Overseers and Selectmen made a number of years ago.

Solid Waste Management expenses (14) are allocated on a 45% Lucerne/55% Dedham basis.
The chart on the next page shows how funds flow between the two jurisdictions.
Dedham/Lucerne Municipal Finances Flow Chart

















Personal Property, Industrial Valuation

Most of Dedham’s valuation comes from residential property, as evidenced by a relatively low personal property valuation and no industrial valuation.  Table 5 shows that the total value of personal property in Dedham is $1,221,750 (lower than any community shown in the table).  When personal property and industrial valuations are combined, Dedham has the lowest per capita valuation rate ($859) of any jurisdiction shown in the table.
	Table 5
Personal Property and Industrial Property – 2006

	
	Total Personal

Property
	Total Industrial Valuation
	Total, PP/IND Valuation
	Total PP/IND

Per Capita

	Dedham
	$1,221,750
	$0
	$1,221,750
	$859

	Bangor
	$255,233,485
	$119,026,600
	$374,260,085
	$11,891

	Brewer
	$57,958,000
	$50,477,800
	$108,435,800
	$12,066

	Ellsworth
	$35,090,900
	$2,050,000
	$37,140,900
	$5,753

	Holden
	$2,525,400
	$0
	$2,525,400
	$893

	Hancock County
	$383,759,303
	$62,199,960
	$445,959,263
	$8,611

	Maine
	$8,770,780,893
	$8,411,962,174
	$17,182,743,067
	$13,001


Source: Municipal Valuation Returns Statistical Summary, 2006, State Bureau of Taxation; Census.

Tree Growth Tax Law

The Maine Legislature passed the Tree Growth Tax Law in 1972 to help Maine landowners maintain their property as productive woodland.  Under the provisions of the law, forest land is assessed on the basis of its current use, not its highest and best use. This preferential tax treatment to owners of timber and woodland is given in order to provide an adequate incentive to manage the land on a sustained yield basis and not to strip and sell the land for development. As shown in Table 6, Dedham has a substantial number of acres classified as tree growth (11,551), but not as many as Ellsworth (19,350).
	Table 6
 Tree Growth Tax Law, 2006



	
	# Parcels
	Acreage
	Total Value

	Dedham
	58
	11,551.07
	$1,238,857

	Bangor
	30
	1,716
	$159,244

	Brewer
	3
	95.32
	$8,913

	Ellsworth
	?
	19,350.19
	$1,478,904

	Holden
	14
	2,809
	$249,118

	Hancock County
	1,167
	232,509.55
	$22,585,818

	Maine
	21,811
	3,628,575
	$392,193,384


Source: Municipal Valuation Returns Statistical Summary, 2006, State Bureau of Taxation 

Farm and Open Space Tax Law

Maine’s Farm and Open Space Tax Law was enacted in the early 1970s to prevent property taxes from forcing productive farms, woodlands and open spaces into tax delinquency or conversion to development. It is a widely used program in other parts of Maine. In Dedham, only three parcels, with a combined total of 24 acres of land have been enrolled in this program.

	Table 7
Land under Farm and Open Space Tax Law 2006



	
	Farmland Parcels
	Open Space Parcels

	
	# of

Parcels
	Ag

Acres
	Wood-land

Acres
	Ag

Value
	Wood-

Land

Value
	# of

Parcels
	Open

Space

Acres
	Open Space Value

	Dedham
	3
	24
	0
	$17,250
	$0
	0
	0
	$0

	Bangor
	11
	192.2
	162.2
	$20,316
	$15,532
	0
	0
	$0

	Brewer
	1
	0
	31.5
	$0
	$10,100
	0
	0
	$0

	Ellsworth
	18
	44
	349
	$24,953
	$39,123
	2
	52.58
	$170,610

	Holden
	0
	0
	0
	$0
	$0
	0
	0
	$0

	Hancock Co.
	122
	2,064.42
	2,247.5
	$1,038,754
	$363,767
	76
	6,062.21
	$22,671,778

	Maine
	3,700
	434,955
	987,517
	$34,259,900
	$14,264,702
	1,562
	207,367
	$108,714,311


Source: Municipal Valuation Returns Statistical Summary, 2006, State Bureau of Taxation 

Exempt Property

Tables 8 and 9 provide an overview of exempt property in Dedham. Table 8 contains a summary of the total valuation of exempt property and exempt tax (the value of taxes not collected) for Dedham, a number of nearby communities, Hancock County and the State. Table 9 contains a breakdown of tax exemptions by category. Approximately 93% of the exemptions in Dedham are for municipal property.  

	Table 8
Comparative Tax Exemptions – 2006



	
	Total Municipal Valuation
	Total Exemptions
	% of Valuation

	Dedham
	$176,436,465
	$5,618,000
	3%

	Bangor
	$2,156,144,200
	$733,027,600
	34%

	Brewer
	$656,676,100
	$75,184,300
	11%

	Ellsworth
	$640,925,069
	$108,604,148
	17%

	Holden
	$246,364,700
	$7,633,000
	3%

	Hancock County
	$9,026,317,741
	$932,508,784
	10%

	Maine
	$126,051,291,831
	$15,712,740,552
	13%


Source: Municipal Valuation Returns Statistical Summary, State Bureau of Taxation, 2006

	Table 9
Summary of Dedham Exemptions – 2006



	Exemption
	Amount

	U.S. Government
	$0

	State of Maine
	$0

	Municipal
	$5,229,800

	Churches
	$120,000

	Veterans
	$260,000

	Other Quasi-Municipal
	$8,200

	Total
	$5,618,000






Source: Municipal Valuation Returns Statistical 

Summary, State Bureau of Taxation, 2006

Capital Plan 

A key element of any plan for the future of Dedham is the balancing of the Town's needs and wishes with the ability to pay for them. A capital investment plan develops projected capital expenditures for improvements to roads, buildings, equipment and other Town infrastructure that will be needed to support Town services in the next few years, and indicates the timing and funding sources which can be used for them. It also provides a basis for residents and town officials to discuss major issues and the options available for dealing with them, including priorities of needs, timing of projects, and ability and willingness to pay for them.

Obviously Dedham can simply borrow for needed improvements, but there are alternatives. The principal possibilities are:

1. Level funding, which is spending only that amount available from the annual appropriation; 

2. Reserve funds, which is the use of funds previously set aside for specific purposes; and

3. Grant monies, if the Town is fortunate enough to qualify. 

Dedham has a number of Special Reserve Accounts which it uses to address capital needs.  The Town’s Reserve Accounts, and the amounts in them as of June 30, 2007, are shown in Table 10, below. Lucerne’s reserves as of June 30, 2006 (the most recent audit) include $403,417 (Unreserved, General Fund) and $55,919 (fire and dam reserves).
	Table 10
Dedham’s Reserve Accounts as of June 30, 2007

	Account
	Balance on 6/30/07

	Reserved For:
	
	

	Inventories
	$876
	

	Prepaid Items
	4,439
	

	Perpetual, Permanent Funds
	7,997
	

	Unreserved, Designated For:
	
	

	Vital Records
	398
	

	Town Office Renovations
	4,827
	

	Cemeteries
	2,923
	

	Unreserved, Undesignated, Reported in:
	
	

	General Fund
	
	

	Municipal
	699,861
	

	School Department
	302,854
	

	Special Revenues
	
	

	Municipal 
	12,804
	

	
School Department
	12,216
	

	Capital Road
	649,858*
	

	Capital Reserves
	161,491
	

	Total
	$1,860,524
	



* Borrowed money
One of the major advantages of reserve accounts is that they save money in the long run because the municipality does not have to borrow as much money for major capital expenditures. 

Officials from Dedham/Lucerne are currently evaluating options for replacing the Town Office and Lucerne Station, possibly within the 10-year time frame covered by this Plan. One option is to construct a single building to house both facilities. There are no firm cost estimates as of this writing.

Analysis

The following analysis has been prepared in response to requirements in the State rules relating to the preparation of comprehensive plans.

1. Sufficiency of tax revenues from new development. Tax revenues appear to be sufficient, in large part because new development has not created a need for additional services or capital improvements. In addition, most of the development has been “high end” development. 

2. Capital investment and budgeting priorities.  At this time, there are no public capital investment responsibilities anticipated from future development.
3. Anticipated tax base changes. Dedham does not anticipate any changes in its tax base, other than a gradual increase in the residential valuation. There are very few tax exempt properties. Most of the exemptions are owned by Dedham or Lucerne. 
4. How capital investments are funded. The Town of Dedham funds its investments through savings (capital reserve funds) and, in the case of roads, by general obligation bonds.

5. Borrowing capacity. Dedham has no long term debt other than the bonds for road improvements. The Town has sufficient borrowing capacity to meet its capital needs for the foreseeable future.

6. How county and school assessments affect capital spending. School costs account for about 68% of the Town’s expenditure, so these will definitely affect the amount available for capital investments. County taxes, on the other hand, make up only about 2% of the Town’s expenditures.

7. Impact of LD 1 on local spending. The limits imposed by LD 1 (Public Law 2005, Chapter 2) did not affect the Town’s capital investments during the past year.
8. Sharing capital investments. The Town has not explored, or participated in, sharing capital investments with neighboring communities in large part because capital investments (mainly in roads) do not lend themselves to sharing arrangements. 
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